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Abstract

Restrictions on housing supply have contributed to a rapid increase in home prices
and rents in many large cities. Incumbent homeowners may benefit financially
from rising prices, while renters are harmed. Incumbent residents may also resist
new local housing due to local congestion externalities. Supply restrictions are
often implemented by city councils at the behest of their constituents. We ana-
lyze city council bills from Toronto, Canada spanning 2009 to 2020. A machine
learning approach identifies bills related to housing supply. We link housing bills,
councillor voting behaviour and local demographic information. We find that
representing more homeowners causes a councillor to oppose more housing bills.
Councillors are significantly more likely to oppose large housing developments if
the project is within the boundaries of the ward they represent.
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1 Introduction

Under free-market conditions, new housing would be provided by private devel-
opers at a price equal to the cost of production. In practice, new housing is severely
constrained by local policies that explicitly limit increases in housing supply. Examples
of restrictive policies include minimum lot sizes, maximum building heights and local
zoning laws that preclude multifamily buildings. Implemented and maintained through
local governments at the behest of voters, limits on housing supply impede the spatial
mobility of workers, resulting in a significant loss of social welfare (Glaeser et al., 2005a;
Hsieh et al., 2015; Hsieh and Moretti, 2019; Turner et al., 2014).

Limiting housing supply may benefit incumbent homeowners by increasing the
price of their assets, while harming renters and prospective new buyers who must pay
higher housing prices than they would under looser supply constraints. We provide a
model that helps identify the political mechanism responsible for limiting the supply of
new housing. Using new data from the City of Toronto, we estimate the role of home-
owner preferences in the behaviour of city councillors who control the supply of new
housing. We find that city councillors are less likely to support the construction of new
housing if their constituency is comprised of relatively more homeowners as compared
to renters. Additionally, we present evidence that councillors are specifically resistant
to new projects within their own ward. The second finding provides evidence that local
opposition to new local housing, often termed NIMBYism (Not In My Backyard-ism),
is a significant force in local housing supply decisions and the influence of NIMBYism
is evident in the actions of city councillors.

By measuring councillor voting behaviour and constituent demographics directly
we can empirically estimate the extent to which homeowners block new housing through
the power of their elected councillors. While there is an established correlation between
high home ownership and housing supply restrictions in the literature, the estimation of
a causal effect frequently suffers from potential omitted variable bias and past research
does not explicitly study the mechanisms linking homeowner opposition to eventual
blocking of new housing construction (Ahlfeldt, 2011; Ahlfeldt and Maennig, 2015;
Cheung and Meltzer, 2013; Dehring et al., 2008). Our approach of modeling the political
process explicitly allows us to trace a detailed chain of causation that starts from
homeowner opposition to housing and ends with city councillors casting votes to block
new housing. We exploit the redrawing of ward boundaries in the City of Toronto in
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councillors changed significantly and abruptly.

Our analysis adds to a quickly growing literature on urban housing supply con-
straints. Hsieh and Moretti (2019) examined cities in the US and estimated that if
housing supply restrictions in the most productive cities were relaxed to the national
median, US GDP would increase by 9%. Duranton and Puga (2019) provided additional
evidence that restrictive zoning in the most productive locations hold back aggregate
national growth. In a study of Manhattan, Glaeser et al. (2005a) estimated that supply
regulations are responsible for 50% of the local cost of housing, and that regulation car-
ries a heavy cost for national economic growth. Turner et al. (2014) looked across US
municipalities and quantified the extent of local supply restrictions. The authors found
that a one standard deviation increase in the extent of supply restrictions eliminates
one-third of the value of local land. Supply restrictions lower land value by preventing
the most productive land uses from occurring. Overall, there is significant evidence
that limits on housing supply generate substantial welfare costs.

Motivated by a call to better understand the relationship between home ownership
and housing supply (Glaeser et al., 2005b), this paper provides an explanation of the
political mechanisms that lead to new supply restrictions. A formal theoretical model
for politically generated housing supply restrictions has been proposed in Ortalo-Magné
and Prat (2014), and many papers have pointed to the role of local politics in limiting
the supply of new housing. Feinerman et al. (2004) provided a political model of land
use restrictions and argued that an inequitable division of housing wealth will result
in inequitable local planning decisions. Glaeser and Ward (2009) provided a detailed
examination of supply restrictions in the Boston area, finding that rising affluence in
some areas was accompanied by rising support for housing supply restrictions. Gyourko
et al. (2021) provided evidence from the Wharton Residential Land Use Regulation
Index, a survey of housing supply regulatory barriers, and showed exceedingly severe
regulations in many high priced markets. A retrospective literature review on the topic
of local land use controls and their price effects is provided in Gyourko and Molloy
(2015). The authors point to the growing evidence that politically generated supply
restrictions have real and large economic costs.

Two recent projects also examine the role of local politics in determining housing
supply in US cities. Mast (2020) uses survey data from across the US to examine how
municipal political structures impact overall housing production. The study finds that
municipalities that run elections on a neighborhood district basis produce less housing
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have a strong incentive to oppose housing in their own district; an incentive which
disappears with the dissolution of electoral wards. Khan (2021) examines the politics
of new construction approvals across wards in Chicago and finds that towers are more
likely to be built at the boundaries between wards as this disperses the political power
of local homeowners.

Our research is also connected to a growing body of literature in urban political
science that attempts to understand the mechanisms of urban political representation,
such as Hankinson (2018), Moore and McGregor (2020), and Einstein et al. (2018,
2019). These studies generally conclude that new housing supply is restricted at the
request of politically active homeowners who are not representative of the larger neigh-
bourhood population. Metcalf (2018) provided a good survey on major issues related to
building affordable housing in expensive cities. Solé-Ollé and Viladecans-Marsal (2013)
examined how political parties that control local governments could affect land use
regulations in Spain and found that left-wing party controlled governments tended to
release less land for development.

The public motivation to advocate for restrictive zoning is considered in Sinai and
Souleles (2013), who argue that home ownership hedges against the risk of moving
because there is likely to be a strong positive correlation between the sale price of a
household’s current house and the purchase price of the next. Taking an anti-NIMBY
position could risk decoupling ones own housing price from a comparable neighbour-
hood. Glaeser et al. (2005b) provides a number of explanations for increasingly restric-
tive zoning, including changing judicial tastes, increasing impact of residents’ groups,
decreasing ability of developers to influence local decision-makers, higher willingness-
to-pay for natural amenities, and rising housing costs. Among these five reasons, they
point to the increasing impact of residents’ groups as the most important factor.

More broadly, this paper is related to the literature on the homevoter hypoth-
esis, which states that homeowners vote in favor of initiatives perceived to increase,
and vote against those perceived to decrease, the value of their properties (Fischel,
2001). Homevoters, i.e. voters who are homeowners, benefit from local improvements
in location quality and are therefore likely to support initiatives that induce positive
amenities. Renters do not benefit from these capital gains. Ahlfeldt and Maennig
(2015) and Dehring et al. (2008) test the homevoter hypothesis directly by examining
public polls on large infrastructure projects and their results conform to the homevoter
hypothesis. Our study is different from theirs in that we directly examine the role of
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of their consitituents' preferences. Our study focuses on housing related projects and
aims to establish a direct link between homevoter opposition and the denial of new
housing permits.

The current study contributes to the literature in a number of important ways. We
provide the rst direct estimates of local home ownership's e ect on councillor support
for new housing, including evidence of political NIMBYism. Using a machine learning
approach to categorize city council bills, we are able to generate a large, novel data set
on councillor voting behaviour. We also provide analysis from a locale, Toronto, which
has faced dramatically rising home prices and signi cant supply constraints (Petramala
and Clayton, 2020). Additionally, the empirical setting includes a redistricting event,
where the constituents faced by councillors change exogenously. By studying the same
councillor facing di erent constituencies, we are able to demonstrate not only home-
owner preference over candidates, but the extent to which councillors change voting
behaviour to satisfy a changing constituency.

The paper will proceed as follows. Section 2 introduces the empirical setting.
Section 3 describes the data used. Section 4 provides the estimation methodology.
Section 5 discusses results and Section 6 concludes.

2 Empirical Setting

The City of Toronto contains 2.8 million residents, making it the largest munic-
ipality in Canada and the fourth largest in North America. Like many large, North
American cities, Toronto has undergone a period of sustained home price appreciation
over the recent years (Figure 1). In 2005, the benchmark price of a single family home
in the Toronto metropolitan area was$347,000 (CAD). By 2021 the price had increased
by 238% t0$1,174,000. Over the same period, condominium prices increased by 199%.

Despite a period of dramatic price increases, the overall ow of new housing was es-
sentially at. In 2005, there were 42,000 new housing starts in the Toronto metropolitan
area (Figure 2). In 2020 there were 39,000 starts. The period also captures a signi cant
shift away from new single family housing and towards condominiums. Between 2005
and 2021, annual condominium starts increased by 76% while single family home starts
fell by 63%.

Jointly considering the recent price and quantity trends suggest that the supply
elasticity of new housing in Toronto is extremely low. The allowable level of new housing
supply is largely set by the Toronto City Council. Toronto operates under an electoral



Figure 1: Benchmark Home Price in Greater Toronto

Home values in Toronto have climbed dramatically between 2005 and 2021. Source: MLS
Seasonally Adjusted Housing Price Index.

Figure 2: Housing Starts in Greater Toronto

New housing starts have been at overall and shifted from single family home constructions
to condominiums. Source: Canadian Mortgage and Housing Corporation.

system wherein councillors are directly elected from small jurisdictions, called wards,
which usually consist of neighbourhoods with similar characteristics. From 1998 to 2018
Toronto was divided into 44 wards, but in 2018 the wards were redrawn and reduced






	Introduction
	Empirical Setting
	Data
	Empirical Strategy
	Conceptual Framework
	Estimating Equation

	Results
	Conclusion

