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From Mumbai...

Eight days ago, I was standing on the roof
of a recently built low-income housing
complex in the middle of the world’s largest
slum, Dharavi. Dharavi is in Bombay, now
called Mumbai, and is home to 900,000
people on just 2 square kilometres. Mumbai
is one of the most densely populated cities in
the world, and Dharavi may be the densest
part of the city.

Mumbai is part of the so-called devel-
oping world, so incomes are low. Few peo-
ple can afford a car, so they use public
transit. Eighty-five percent of the com-
muters use the rail system, and the others
walk or use the bus. Unlike New York City,
which has one-tenth the densities,
Mumbai’s transit system makes money. But
that’s not why I mention Dharavi.

Dharavi is unique in its scale — it’s a
city in and of itself. But unlike many North
American slums, most of Dharavi’s resi-
dents are working and earning income.
They include domestics, small business-
men, policemen, and construction workers.
As the World Bank’s Alison Barrett told me,
slum dwellers “are not income poor, they
are quality of life poor.” This is a city — and
it is a city — where vast improvements in the
quality of life are measured in added metres
of living space, being able to tap into elec-
tricity legally, having in-door running water,
and moving to a flat with a private toilet. 

What struck me more than anything
else was that it was quite clear that Dharavi
had a functioning market economy. It was
almost all underground, but it was there
nonetheless, and it was largely a money-
based economy. Its residents trade in the
necessities of life — food, clothing, shelter —
as well as the luxuries — maid service, hot

plates, even TVs. But there was no doubt in
my mind that the single most important
good or service that could improve the qual-
ity of life of these residents was a home.
And there, the issue wasn’t so much the lack
of income as it was the inability of the pri-
vate market to provide housing at a reason-
able price. And Mumbai, like North
American cities, depends on the private sector
to provide that housing. The city has been
completely inept in providing public or
“social” housing. A promise ten years ago
to build 500,000 units of affordable housing
to replace slum dwellings has netted a mea-
gre and completely inadequate 20,000. 

The biggest constraint on housing in
Dharavi, however, is not private initiative or
public sector resources — it’s regulatory.
And here is where the parallels become rel-
evant to North America.

Mumbai has maximum-density restric-
tions that prevent developers from building
vertically. That means they have to build
out. But incomes are sufficiently low that
the vast majority of people must use transit.
That means, for all practical purposes, they
must live within walking distance of a rail-
way stop. Existing housing is the most val-
ued, so rents are bid up well beyond the
incomes of low-, moderate-, and, increas-
ingly, middle-income households.

The solution is fairly straightforward:
loosen the density restrictions, allowing
buildings to go up, and the private sector
would fill the gap rather quickly.

...To Toronto

I think you can see where this is going. It’s
not the specifics of Dharavi that are of inter-
est in Canada and the rest of North
America; it’s the fact that land and housing
markets exist and operate regardless of the

The biggest
constraint on
housing...is
not private
initiative or
public sector
resources —
it’s regulatory.
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regulatory regime. Where there is demand,
supply will meet it. Supply will meet
demand in both the formal economy and the
informal economy.

But the regulatory approach has dra-
matic impacts on the type, quality, and quan-
tity of housing available. In Mumbai,
regulation makes it difficult for working
Indians to obtain a habitable flat. This does
not differ so much from the circumstances
faced by a growing number of North
American metropolitan areas. How many
teachers, secretaries, policemen, and fire-
men can afford a $900,000 home in San
Jose? We don’t even need to bother calculat-
ing the exchange rate to answer that ques-
tion. In California, the search for affordable
housing is sending thousands of families
into the farmland in the interior despite daily
commutes of an hour or more.

Regulating the Land Market...

The choices we make about how we regulate
the land market have profound implications
for the choices we face everyday as home-
owners, parents, employees, and employers.
The choice Mumbai made to limit densities
effectively wiped out the legal housing sec-
tor for low- and moderate-income families.
The decision to loosen up the low-density
policy regime by creating a transfer of
development rights program has allowed the
formal market to re-enter and serve these
needs while also boosting production in
other, newer suburbs where incomes support
middle-income, market-rate housing.

This is why I approach many “smart
growth” proposals with more than a little
skepticism. Many proposals are explicitly
designed to replace private market decision-
making with political decisionmaking, and
rarely have the full implications been

explored either through public discourse or a
rational analysis of the data. Take the argu-
ments used to justify Toronto's greenbelt and
densification policy (data from Cox 2004):

• Development is supposedly eating up
open space at unsustainable rates, yet
development in Ontario accounts for just
5 percent of all land.

• Development supposedly threatens the
nation’s food supply, yet Canada, like
the United States, is a net exporter of food.

• Decentralized development supposedly
wreaks havoc on the environment, yet
air quality has been steadily improving
in Canada’s urban areas since 1980.

• Transit supposedly reduces traffic con-
gestion, yet 85 percent of greater
Toronto residents depend on their car to
get to work and run errands. Auto-related
travel demand is expected to growth by
50 percent over the next 30 years, but
roadway capacity is expected to increase
by just 10 percent.

Meanwhile, study after academic-and-
peer-reviewed study documents the numer-
ous ways in which planning and
case-by-case development review raise
housing and land costs. These studies (see,
for example, Malpezzi and Green 2004;
Staley and Gilroy 2001) are ignored in the
debate even though they raise serious con-
cerns about the implications of further
politicizing the development approval
process. Lengthier and more uncertain
reviews raise the cost of development,
reduce the supply of housing units produced,
and raise the costs of the ones that are built.
Low-income citizens suffer the most, as the
Royal Bank of Canada notes in its report on
housing affordability trends in the United

Many “smart
growth”
proposals are
explicitly
designed to
replace private
market decision-
making with
political
decisionmaking.
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States (see Grant 2005). The results of these
studies are not unique to the United States
or Mumbai — they apply to Canada as well,
as Cox (2004) shows. 

...Limits Choices, Especially for
Low-Income Families

In the end, the argument for a growth
boundary rests on a lifestyle choice: some
people, notably environmental activists and
regional planners, do not want people to live
in low-density neighbourhoods. They prefer
the more urban, dense, mixed-used neigh-
bourhoods of cities that existed before the
car greatly expanded mobility for the vast
majority of citizens. Indeed, one of the most
frustrating aspects of this debate is the
unwillingness to recognize the inherent
tradeoffs in adopting a more politicized
approach to land use.

Adopting a greenbelt or urban growth
boundary fundamentally limits choices
available in the housing market. This is
truer in Canada than in the United States.
Many of Canada’s cities have retained a
vibrancy in their urban core that supports
traditional urban living. But greenbelts limit
low-density housing as a viable option for
large sections of Canada’s population.

One doesn’t have to look far to see the
consequences. Low- and moderate-income
families have fewer housing choices, not
more. Instead of being able to choose
among a bungalow, a two-storey house, a
townhouse, or an apartment, lower-income
households are often limited to the town-
house or apartment and are forced to rent.

Some argue that the tradeoff is a
greater sense of urban community. But this
ignores the fact that our notion of communi-
ty is changing quickly with technology and

increasingly mobility. My 11-year-old
daughter’s community includes the children
in the neighbourhood as well as her friends
an hour away. Instant messaging, e-mail,
and, soon enough, real-time video allow her
to expand her world and her community.

The Solution:
Embrace Market Forces

This doesn’t mean that growth doesn’t pres-
ent challenges — it does, and we have to
face them. We have to ensure the infrastruc-
ture is in place to service new housing and
growth, whether new roads, a sewage sys-
tem, or water. Families need to be sure that
their children can attend school.

But there are ways we can address
these challenges without limiting housing
choices and negatively affecting the quality
of life for low- and moderate-income house-
holds. Political approaches to land-use plan-
ning increase uncertainty and development
costs, putting unnecessary upward pressure
on housing costs. Explicit attempts to
increase densities without market demand
to support them will limit the housing choic-
es available to low-, moderate-, and eventu-
ally middle-income families. Urban growth
boundaries and greenbelts are blunt instru-
ments that are likely to undermine housing
and neighbourhood choice by artificially
limiting the supply of land.

In the end, Canadians are more likely
to achieve their growth-management objectives
by embracing market forces rather than by
attempting to trump them through more
comprehensive government control of land.

Canadians
are more likely
to achieve their
growth-
anagement
objectives by
embracing
market forces
rather than by
attempting to
trump them
through more
comprehensive
government
control of land.
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