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Ten Fallacies of the Thrive Plan

by Randal O’Toole, Cato Institute

Introduction

The Twin Cities Metropolitan Council has
published a “draft for public review and comment”
of the “Thrive MSP 2040” plan, which will serve
as the “regional plan for sustainable development”
for the seven-county metro area. While the draft
uses vague terms and generalities, it is clear that
upcoming housing, transportation, and other sub-
plans will seek to dramatically alter Minnesota
lifestyles. This includes forcing more people to
live in multifamily housing and reducing personal
mobility, all in the name of “sustainability.”

This plan was partly funded by a $5 million
“sustainable communities” grant from the
Department of Housing and Urban Development.
Plans funded by similar grants written by other
metropolitan planning organizations provide a
preview of what the details of the Thrive plan and
its sub-plans will look like. The draft Thrive plan
also has many hints about planners’ intentions
buried within it.

Based on this information, the Thrive plan and its
subplans will call for:

m [ncreasing the cost of single-family homes
by limiting the amount of land available for
development inside the municipal urban service
area and through restrictive zoning within that
area;

m Promoting and subsidizing multifamily housing
by rezoning neighborhoods to higher densities

and using tax-increment financing and other
subsidies to persuade developers to build housing
that would otherwise be difficult to market;

® Discouraging driving by increasing traffic
congestion in the region;

m Subsidizing expensive alternatives to driving
such as rail transit; and

m Diverting gas taxes and other highway funds to
projects that actually reduce roadway capacities
such as converting general-purpose lanes to

dedicated bike lanes.

The draft plan does not spell out all of these
features. Instead, it relies on euphemisms that are
used throughout the planning profession to mean
these things.

The Metropolitan Council argues that the Thrive
plan will make the Twin Cities more prosperous
and more sustainable. But a careful review of
transportation and housing data reveal that the
plan will be far from sustainable by any definition
of the term. Moreover, the huge subsidies required
to implement the plan will reduce the region’s
prosperity and its competitiveness with other
regions.

The Thrive plan contains numerous implicit or
explicit assumptions that are little better than
myths and fallacies. This paper will address the
most important of these fallacies.
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Fallacy #1: Government action is
needed to provide affordable housing.

The Thrive plan’s stress on affordable housing is
based on an assumption that government programs
can make housing more affordable. In fact, the
most affordable housing in the nation is in the
states and regions that have the least government
involvement in land and housing markets.

The nation’s least affordable housing is in states
like California and Hawaii, which have the nation’s
most heavily regulated land and housing markets.
Housing isn’t expensive in these areas due to land
shortages: only 6 percent of the state of Hawaii, 36
percent of the island of Oahu, and 17 percent of
the nine-county San Francisco Bay Area have been
urbanized. But strict urban-growth boundaries have
prevented private property owners from using their
lands for their highest and best uses.

In fact, the most affordable

housing in the nation is in the
states and regions that have the
least government involvement
in land and housing markets.

At the other extreme, the nation’s most affordable
housing is in states such as Texas, where counties
aren’t even allowed to zone, and Indiana, where
counties have the option to zone but not all counties
exercise that option. Despite lack of regulation,
urban “sprawl” is not threatening farms, forests, or
open spaces in these states: only 6 percent of Indiana
and just 3 percent of Texas have been urbanized.!

Midway between California/Hawaii and Texas
are Oregon and Washington, which require all
or (in Washington’s case) most cities to draw
urban-growth boundaries. Unlike California and
Hawaii, planners in these states are attempting to
accommodate population growth by emphasizing
multifamily housing. For example, Portland has set
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a target of reducing the share of households living

in single-family homes from 68 percent in 1995 to
41 percent in 2040.2

This range of policies is reflected in the affordability
of housing in each state or region. A standard
measure of housing affordability is median home
value divided by median family income, or value-
to-income ratio.’ In 1969, when only Hawaii was
engaged in restrictive land-use regulation, the
value-to-income ratio was about 2 everywhere in
the United States except Hawaii, where it was more
than 3. It was 2.2 in the San Francisco Bay Area,
1.8 in Seattle and the Twin Cities, 1.6 in Portland,
and 1.4 in Indianapolis.*

By 2006, when about fifteen states were practicing
some form of statewide land-use regulation, value-
to-income ratios in those states ranged from 3 to 9,
while they were still around 2 in most states that
had no statewide regulation. For example, median
home values were more than 8 times median
family incomes in the San Francisco Bay Area
and Hawaii. The emphasis on multifamily housing
had only partially mitigated the effect on housing
affordability in Portland and Seattle, where values
were around 5 times incomes. Minnesota doesn’t
have statewide land-use regulation, but regulation
by the Metropolitan Council had driven Twin
Cities value-to-income ratios to well above 3. In
unregulated areas such as Texas and Indiana, value-
to-income ratios never rose above 2.2.

Twin Cities value-to-income ratios have fallen to
about 2.5 today, but still remain well above those
in less-regulated regions.® According to Coldwell-
Banker, a four-bedroom, two-and-one-half-bath,
2,200-square-foot home in Minneapolis was worth
about $595,000 in 2013. In St. Paul, that same
home would have sold for about $476,000, while
in Bloomington it was $427,000. Meanwhile, that
same home in Houston cost only $191,000, and in
Indianapolis it was $187,000.7

A company considering whether to locate new
employment centers in the Twin Cities vs.
Indianapolis or Houston would have to consider the



extra money it would need to pay its workers so that
they could afford the Twin Cities’ higher housing
costs. Minneapolis-St. Paul home prices and value-
to-income ratios are almost certain to rise under the
Thrive plan, even if the plan attempts to emphasize
multifamily housing over single-family housing,
which surveys show most Americans prefer.

Government regulation not only tends to make
housing less affordable, it makes housing prices
more volatile, thus increasing the risk that
homeowners will lose money on their investments.
This is because regulation makes it more difficult
for builders to respond to changes in demand. In
much of Texas, for example, someone can buy land,
get all required permits, build a house, and move
in within 120 days of purchasing the land. When
demand increases, builders simply build more
homes. Regulation can greatly lengthen the time
required to get permits and build, so when demand
increases, prices increase rather than supply. When
demand falls, prices similarly fall rather than being
expressed by slower rates of home construction.

Since transportation of labor and construction
materials is relatively inexpensive, the only reasons

Figure 1: Metro Area Home Price Indices
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for housing to be expensive or housing prices
to be volatile are shortages of land or land-use
regulation that prevents builders from using that
land. Minnesota has an abundance of land. The
2010 census found that only 2.1 percent of the state
has been urbanized.® Even counting all rural roads,
railroads, and developments larger than a quarter-
acre in size, the U.S. Department of Agriculture’s
2007 National Resources Inventory found that less
than 4.5 percent of the state has been developed.’

Yet Figure 1 shows that Twin Cities housing prices
have been excessively volatile over the past decade.
This is due to the Metropolitan Council’s municipal
urban service area that limits the ability of
homebuilders to respond to fluctuating demands for
housing. When demand goes up, some homebuyers
are forced to buy in distant towns and commute
many miles to work. But this is expensive, so the
increase in demand results in higher prices in the
Twin Cities.

After making housing increasingly unaffordable and
risky through land-use regulation, planners then
propose to provide subsidized, affordable housing
for a few low- and moderate-income families. This
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Thanks to the Metropolitan Council’s land-use regulation, home prices in the Twin Cities are nearly
as volatile as they are in San Francisco and Seattle, and far more than in relatively unregulated
regions such as Columbus, Houston, and Indianapolis. Source: “Home Price Indices,” Federal

Housing Finance Agency.
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is what the Thrive plan proposes. But it would be
far more equitable for the Metropolitan Council to
reduce its land-use regulation and make housing
more affordable for everyone than to provide
affordable housing for a few at everyone else’s
expense.

Fallacy #2: Multifamily housing is
more affordable.

In the Thrive plan, the Council says “the region
needs to offer housing options that give people in
all life stages and of all economic means viable
choices for safe, stable and affordable homes” (p.
22). Housing options is a euphemism for multifamily
housing and is based on an assumption that
multifamily housing is less expensive than single-
family homes.

In fact, multifamily homes

cost more, per square foot, than
single-family homes.

This assumption is valid only if it is also assumed
that multifamily dwellings are significantly smaller
than single-family homes. In other words, what
saves money is that the dwellings are smaller, not
that they are multifamily.

In fact, multifamily homes cost more, per square
foot, than single-family homes for several reasons.
First, construction costs of multifamily housing are
higher if the dwellings are more than two stories
tal. A 1997 study in Portland, Oregon, found
that two-story multifamily homes cost less, per
square foot, than single-family homes, but three-
and more-story multifamily homes cost more. On
average, multifamily homes cost $91 per square foot
vs. $74 for single-family.’® Housing in mixed-use
developments costs even more per square foot. If the
Metropolitan Council wants to see more mid-rise,
mixed-use developments, it is actually advocating
for less-affordable housing.

| TEN FALLACIES OF THE THRIVE PLAN

A second issue is that multifamily homes are often
built near regional and town centers where there
is a lot of competition for land. The higher land
costs translate into higher housing costs. If the
Thrive plan calls for more multifamily housing in
transit corridors and near rail transit stations, it is
advocating for less-affordable housing.

Add to this the costs of artificial land shortages
created by urban-growth or urban-service
boundaries, and multifamily housing in areas with
strict land-use regulation can be far less affordable
than single-family housing in areas with little
regulation. An 800-square-foot condominium in
the San Francisco Bay Area can easily cost twice as
much as a 2,200-square-foot single-family home in
Houston or another Texas urban area.!!

In short, the way to create more affordable housing
is to reduce land-use regulation, not construct more
multifamily housing. With reduced regulation,
people who want to live in multifamily homes can
choose to do so, but most people who want less-
expensive homes will choose to buy smaller single-
family homes.

The Thrive document goes on to say that the
Council will “invest in affordable housing
construction and preservation in higher-income
areas of the region” (p. 22). This means that
relatively wealthy neighborhoods of single-family
homes will be deemed to have “unaffordable
housing” and to remedy that the Council will
mandate the construction of multifamily housing
in those neighborhoods.

This pattern follows recent Housing and Urban
Development (HUD) proposals and actions
requiring other communities in the nation to force
construction of multifamily housing in single-
family neighborhoods. HUD’s “affirmatively
furthering fair housing” rules would measure every
community’s racial and ethnic mix, and if it wasn’t
mixed enough, would mandate the construction of
“affordable” (meaning multifamily) housing in the
community.!? HUD has already successfully sued
Garden City, New Jersey, a suburb of New York



City, requiring the city to rezone for multifamily
housing because single-family zoning supposedly
kept racial minorities out of the community."

The San Francisco Bay Area recently approved
a plan that, like the Thrive plan, was funded by
a federal sustainable communities grant. Using
language that is almost identical to the Thrive
plan, the Bay Area plan requires that 80 percent
of all new housing in that region be multifamily
housing.!* This will reduce the share of residents
living in single-family homes from 56 percent today
to less than 48 percent by 2040.

The Thrive plan goes on to require “a mix of housing
affordability along the region’s transit corridors”
(page 23). This means the Council wants to
subsidize the construction of high-density housing
along those transit corridors. This was a major focus
of the Bay Area plan, which targeted more than
200 neighborhoods along transit corridors for high-
density development. But, as noted, high-density,
mid-rise housing in regional and town centers
will actually be more expensive than single-family
homes away from those centers.

What the Thrive plan appears to advocate, then,
is that people live in smaller, lower-quality housing
than they have in the past, with less privacy and
more noise than is found in typical single-family
neighborhoods. If the strategy is to make housing
more affordable by building smaller housing units,
there is no reason why it can’t be achieved with
smaller single-family homes. In fact, planners’ real
goal is to increase urban densities, and they merely
use the affordability issue as a cover for that goal.

Fallacy #3: Multi-family housing is
more sustainable.

Another implicit assumption behind the push for
multifamily housing is that it uses less energy (and
therefore is responsible for less pollution) than
single-family housing. Once again, this is only true
because multi-family dwellings are much smaller
than single-family homes. The Department of

Energy says that, on a per-square-foot basis, single-
family homes use 29 percent less energy than multi-
family homes."” This counts only the energy costs
of operation, but the energy costs of constructing
mid-rise and high-rise housing are also far greater,
per square foot, than for single-family homes.

If the goal is to save energy, then it is far more cost-
effective to house more people in single-family

The Department of Energy

says that, on a per-square-foot
basis, single-family homes use
29 percent less energy than
multi-family homes.

homes and to make those homes more energy
efficient than they already are than to house people
in energy-inefficient multi-family homes and save
energy by making people live in smaller dwellings.

Fallacy #4: Racial and ethnic

minorities prefer multifamily over
single-family housing.

Though the Thrive plan doesn’t explicitly say so,
the assumption that building more multifamily
housing will somehow lead to housing equity for
racial minorities contains the implicit (and racist)
assumption that minorities prefer multifamily
housing. This assumption was explicitly stated in
the Bay Area plan, which said that Asians and
Latinos “have demonstrated an historic preference
for multi-family housing,” and that the fact that
these ethnic groups are growing faster than non-
Hispanic whites “is expected to drive higher
demand for multifamily housing.”'®

The reality, of course, is that the “historic preference
for multifamily housing” is income-related, and as
incomes rise the majority of all ethnic, racial, and
age groups aspire to live in single-family homes.
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Fallacy #5: Transit is an effective
alternative to driving.

Transit carries less than 1.5 percent of the motorized
passenger miles in the Twin Cities region.!” Yet the
Thrive plan places an undue emphasis on transit as
asolution to any urban problem. While automobiles
offer door-to-door convenience, transit is slow and
inconvenient. Given that research has found a
strong positive correlation between commuting
speeds and worker productivity, asking people to
take transit rather than drive is the same as asking
them to accept lower pay.'®

Transit advocates often point to European cities,
which typically spend far more money subsidizing
transit than American cities. Europeans drive less
than Americans, but they don’t make up for it by
riding transit. Instead, they simply travel less, which
makes them less productive and means that a wide
variety of social opportunities are less available and
consumer goods are more expensive.

According to the European Union, the average
American travels about 15,000 miles per year by
car compared with less than 6,000 miles per year for
the average European. American travel by urban
transit and intercity rail totals less than 700 miles
per person per year, compared with 1,300 miles per
year for the average European.'” This extra 600
miles of travel doesn’t come close to making up for
more than 9,000 miles of lost auto travel.

Europeans don’t drive less than Americans because
European nations are smaller: with open borders,
Europe, at 3.9 million square miles, is actually
slightly larger than the United States, at 3.7 million
square miles. Besides, the nation with the second-
highest amount of per capita driving in the world
is Iceland, which is less than 40,000 square miles.
Differences in auto travel between Europe and the
United States are due more to high fuel taxes than
to land area, population densities, urban design, or
transit systems.

Noting that some low-income households do
not own automobiles, the Thrive plan calls for

| TEN FALLACIES OF THE THRIVE PLAN

prioritizing  transportation  investments “that
connect lower-income areas to job opportunities”
(page 22). This is a euphemism for spending an
even greater share of the region’s resources on public
transit. Yet “transit is not a reasonable substitute
for the private vehicle for most people, poor or
not poor,” says University of Southern California
planning professor Genevieve Giuliano. “In most
circumstances, private vehicle access is the key to
improved mobility for the poor.”?°

Fallacy #6: Transit is more
sustainable than driving.

An implicit assumption behind the emphasis on
transit is that transit uses less energy than driving.
That may have been true in 1970, but since then
cars have become far more energy efficient, while
transit has actually gotten less energy efficient.”! At
average occupancies, the average car on the road
uses about 3,364 British Thermal Units (BTUs)
per passenger mile.”” Meanwhile, the Twin Cities
Metro transit system uses an average of 3,479 BTUs
per passenger mile.?’

Figure 2: Energy Intensity of Passenger Transport
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Moreover, as shown in Figure 2, the energy
efficiency of cars is growing far faster than that of
transit. By 2025, the average car on the road will
use only about 2,400 BTUs per passenger mile.*
Meanwhile, transit technologies, particularly for
rail transit, improve only very slowly.?

Environmental impact statements (EISs) for
both the Central Corridor and Southwest LRT
projects reveal neither project should be relied
on to reduce energy use in the Twin Cities. In
fact, the Central Corridor’s Final EIS estimates
“[t]he additional energy used by [Central Corridor]
LRT is greater than the energy saved by replacing
passenger vehicles.”” Reductions in energy used by
passenger vehicles only offset about 25 percent of
the additional energy required by LRT.

The proposed Southwest LRT project does
better and is estimated to “slightly lower energy
consumption.”””  But it is maybe too slight to
measure. The Draft EIS admits the “the differences
between the alternatives may not be statistically
significant.””® Considering this trivial and possibly
statistically insignificant improvement, Southwest
LRT does not offer a dependable strategy to increase
energy efficiency.

Fallacy #7: Transit is more
affordable than driving.

Partly because transit is inherently inefficient and
partly because government operations make it even
more inefficient, transit is far more expensive than
driving. Americans spend about a trillion dollars
a year on purchasing, maintaining, operating, and
insuring automobiles, including paying gas taxes,
tolls, and other highway user fees.”” They drive
2.6 trillion vehicle miles per year in cars and light
trucks.’® At average occupancies of 1.67 people per
car, they spend about 24 cents per passenger mile on
auto travel.’! In 2011, subsidies to highways, roads,
and streets paid out of sales taxes, property taxes,
or other general funds, mostly for city and county
roads and streets, amounted to about $38 billion, or
less than a penny per passenger mile.*

Figure 3: Costs & Subsidies Per Passenger Mile
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Transit fares are competitive with auto driving,
but only because taxpayer subsidies to transit
are huge. On average, subsidies to Twin Cities
transit are 88 times more than subsidies to
driving. Source: See text.

Transit fares are competitive with the cost of driving.
But subsidies to transit are far greater per passenger
mile. In 2011, the average fare paid by Twin Cities
transit riders was 25 cents per passenger mile. But
transit operations cost 79 cents per passenger mile.
Maintenance and capital costs added another
33 cents a passenger mile, for total subsidies of 88
cents per passenger mile, or more than 88 times
the subsidies to highways, roads, and streets.*> Twin
Cities residents travel nearly 40 billion passenger
miles per year by automobile; shifting that travel
to transit would require subsidies of $35 billion per
year.**

Fallacy #8: Improving transit is the
best way to provide low-income
people with access to jobs.

The Thrive plan notes that many low-income
households lack automobiles and strongly implies
that improving transit is a good way of helping those
households. It specifically states that “households
who do not own private automobiles [are] also
known as ‘transit dependen|[t]” (p. 22).
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Census data reveal that less than 2.8 percent of
Twin Cities workers live in households that lack
automobiles. Moreover, 26 percent of those workers
nevertheless drive alone to work, and 11 percent
carpool. Since only 36 percent take transit to work,
that means they actually rely more on automobiles
than transit.”

If the goal is to help poor people out of poverty,
giving them access to a car is far more likely
to succeed than improving public transit. “Car
ownership is a significant factor in improving
the employment status of welfare recipients,” say
UCLA planners Paul Ong and Ellen Blumenberg.*®
One Portland study found that people without a
high-school diploma were 80 percent more likely
to have a job and earned $1,100 more per month if
they had a car. In fact, the study found that owning
a car was more helpful to getting a job than getting
a high-school-equivalent degree.”” Another study
by University of California researchers found that
closing the black-white auto ownership gap would
close nearly half the black-white employment gap.*®

Auto ownership is so important to helping people
out of poverty that welfare agencies in more than
50 urban areas in 25 states started “ways-to-work”
programs that help low-income people buy their
first cars.’” These programs offer people low-interest
loans of up to $4,000 to buy a used car or smaller
loans to help people repair a non-working car they
already own.

Fallacy #9: Subsidizing transit and
multifamily housing will make the
region more competitive.

A major selling point for the Thrive plan is that it
will help the Twin Cities region be more competitive
with other urban areas. In fact, the reverse appears
to be true: those urban areas that spend the least
effort meddling with land uses and subsidizing
public transit are the ones that are growing the
fastest.

On a percentage basis, the fastest-growing urban
area in the Midwest, for example, is Indianapolis,
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which is growing twice as fast as the Twin Cities. The
second-fastest growing area is Columbus (Figure 4).
Neither Indianapolis nor Columbus have municipal
urban service areas or spend heavily on expensive
transit programs. Numerically, the fastest-growing
urban area in the country is Houston, which not
coincidentally also has the least land-use regulation
of any urban area in the United States.

Opverall, transit spending and land-use regulation
are both strongly correlated with slower growth.
Transit capital spending during the 1990s has a
strong negative correlation with population growth
in the 2000s. Transit operational spending in the
1990s and 2000s has strong negative correlations
with population growth in the same or succeeding
decades. These strong correlations hold whether
measured by the nation’s 50 largest urbanized areas
or the nation’s 160 largest urbanized areas.*!

Figure 4: Population Growth by Urbanized Area
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The Indianapolis urbanized area has been
growing more than twice as fast, and Columbus
nearly twice as fast, as the Twin Cities urbanized
area. Source: Census Bureau, 1990, 2000, and
2010 censuses.

Similarly, growth is also strongly correlated with
land-use regulation. The most heavily regulated
states and regions, such as California and Hawaii,
are growing slowest; the least heavily regulated,
such as Texas and North Carolina, are growing
fastest; and areas of moderate regulation, such as
Minnesota, have moderate growth rates.

Minneapolis-St. Paul



Fallacy #10: Dense development
reduces driving.

The most important fallacy underlying the Thrive
plan is the assumption that denser development,
especially along transit corridors, can significantly
reduce driving and thus (if you believe Fallacy
#60) make the region more sustainable. Planners
often point to studies showing that households in
high-density areas drive less than households in
low-density areas. However, these studies almost
invariably fail to account for self-selection, that
is, that people who want to drive less tend to
choose to live in denser neighborhoods where they
can be close to transit, shops, and other services.
After correcting for self-selection, University of
California (Irvine) economist David Brownstone
concluded that the effects of density and urban
form on driving are “too small to be useful” in
saving energy or reducing pollution.*

Census data reveal this small but measureable
relationship between density and driving. In 2010,
the density of the 413 urbanized areas greater than
50,000 people ranged from 811 to 6,999 people

per square mile. The share of commuters driving
to work in the densest area was only 9 percent less
than the least-dense area (Figure 5). While some
urbanized areas do have significantly lower rates
of auto commuting, the graph reveals that this
is independent of density. In fact, the two most
important factors are having a large number of jobs
concentrated in one place, such as Manhattan, or
having a lot of young people in the work force.
Most of the urbanized areas with low rates of auto
commuting are college towns, such as Ithaca, Davis,
Boulder, and State College, Pennsylvania, or urban
areas with large, older downtowns, such as New
York, Boston, San Francisco, and Washington, D.C.

Like the Thrive plan, the Bay Area plan counted on
increased densities as a way to reduce driving. Yet
the plan itself projected that densification, transit
improvements, and transit-oriented developments
in transit corridors would reduce per capita driving
by less than 6 percent.” Even that is almost certainly
optimistic. Since 1980, the population density of
the San Francisco-Oakland and San Jose urbanized
areas have each grown by more than 55 percent,
and the region has built more than 200 miles of

Figure 5: Urbanized Area Density vs. Auto Commuting in 2010
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new rail transit lines and scores of transit-oriented
developments. Yet per capita transit ridership
declined by 36 percent and per capita driving grew
by nearly 5 percent.*

Urban planners and planning advocates have
a decades-long obsession with increasing urban
densities. The reasons claimed for needing such
densities change: Early reasons involved preserving
farmland (when the United States has 1.5 acres of
agricultural land that lie more-or-less fallow for every
acre actually used to grow crops*); preserving open
space (when the Census Bureau says that just 3.0
percent of the United States, and only 2.1 percent
of Minnesota, have been urbanized*); and because
low-density suburbs “lack a sense of community”
(actual studies have found that suburbanites are
more likely to be involved in their communities
than city residents*’).

More recently, density advocates have argued that
suburbs cause obesity (in fact, to the slight extent
that suburbanites weigh more than city residents, it
is due to self-selection: suburbs don’t cause obesity,
but obese people are more likely to choose to live
in suburbs®) or that it is expensive (in fact, the
costs of sprawl are far lower than the costs of trying
to prevent sprawl®). The truth is that as soon as
one claim for the advantage of density is debunked,
density advocates come up with another.

Whatever the real reasons—and it is likely that
many planners themselves aren’t sure why they
support urban densification—they are almost
certainly based on fallacies such as the ones
described here. Instead of writing a plan based on
such fallacies, the Metropolitan Council should
scrap the Thrive plan and instead investigate what
policies actually contribute to urban growth and a
healthy environment. Such policies are likely to
involve less planning, less land-use regulation, and
less subsidy to transit, and more efforts to improve
urban mobility and reduce the barriers to residential
and commercial development.

TEN FALLACIES OF THE THRIVE PLAN
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