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Executive Summary

I.Executive Summary
Like other expanding metro areas across the country, the Charleston metro area
faces growing concerns about housing affordability. More than 40% of residents
recently surveyed by the Charleston Planning Commission expressed concerns
about being able to stay in their homes due to rising costs.1 As housing affordability has grown more pressing, policymakers and stakeholders have proposed
or implemented an array of solutions that range from zoning reform, to developer in-lieu fees, to establishing an affordable housing trust fund.

PURPOSE OF REPORT

The Charleston Trident Association of REALTORS® (CTAR) retained Anderson Economic Group to conduct a study of housing affordability and housing
policy in the Charleston metro area. The purpose of this report is to identify
promising housing policy proposals based on both their feasibility and their
capacity to have a meaningful impact on housing affordability in the Charleston
region.

OVERVIEW OF
APPROACH

We undertook the following steps:

OVERVIEW OF
FINDINGS

1.

Conducted an analysis of the Charleston metro area housing market.

2.

Reviewed a wide range of housing policy proposals and case studies.

3.

Evaluated policy proposals in terms of their feasibility and potential impact on
the region’s housing supply.

Using the information available to us and the methodology described above, we
concluded the following:

1. 76,000 Charleston metro area households were classified as housing
cost burdened in 2019.
In 2019, 76,000 Charleston metro area households spent more than 30% of their
income on housing costs, classifying them as ‘housing cost burdened’ based on
a common housing affordability standard. We show the number of cost-burdened households in the Charleston metro area in 2000, 2010, and 2019 in
Figure 1 on page 2. While the number of cost-burdened households in 2019 was
lower than it was in 2010 (the aftermath of the Great Recession), it was significantly higher than the 46,000 households considered cost-burdened in 2000.
Furthermore, a decrease in the number of cost-burdened households between
2010 and 2019 was driven largely by owner-occupied households; the number

1. “Editorial: New data clarify Charleston’s affordability crisis; something has to give,” The Post
and Courier, Jan. 6, 2021, www.postandcourier.com/.
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of cost-burdened renter-occupied households decreased only slightly during this
time.
For more information, see “Charleston Metro Area Housing Market Analysis”
on page 5.
Number of Cost-Burdened Households by Tenure in the Charleston
Region, 2000-2019
FIGURE 1.
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Source: AEG analysis of base data from the U.S. Census Bureau.

2. Charleston metro area home sale prices rose by 12.5% in 2021, and
rents rose by 14%.
Between January and June 2021, the median sale price for homes listed in the
Charleston metro area increased by 12.5%. During the same period, rents rose
by an estimated 14%.1 These rapid price increases have been driven, in part, by
insufficient housing inventory, as prospective home buyers bid up sale prices in
competition for a limited number of homes on the market. In Figure 2 on
page 3, we show the Charleston metro area’s median home sale price as well as
housing supply measured in the number of months it would take to sell all
homes on the market based on current sale rates. A six-month supply of homes
is considered a balanced market. The Charleston region’s housing supply
decreased from four months of supply in January 2021 to just two months in
June 2021.
For more information, see “Charleston Metro Area Housing Market Analysis”
on page 5.

1. This figure represents an average of estimate rent increases reported by ApartmentList and Zillow for the Charleston metro area during the first three quarters of 2021.
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Months of Supply and Median Home Sale Price in the Charleston
Region, 2011-2021
FIGURE 2.
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Source: AEG analysis of Multiple Listing Service data provided by CTAR.
Note: Figures shown above are three-month moving averages.

3. Local policymakers could increase the Charleston metro area’s housing supply and decrease pressure on prices by expanding the use of
accessory dwelling units, increasing funding for affordable housing,
and zoning for greater residential density.
There are a number of promising policy tools available to local policymakers
seeking to increase the Charleston metro area’s housing supply and decrease
pressure on housing prices. These policies include expanding the use of accessory dwelling units, increasing funding for affordable housing, and updating
zoning regulations to allow for greater residential density and address the
region’s lack of small and medium-sized multifamily housing developments
(often referred to as the “missing middle”). We identified these policy opportunities based on a thorough review of case studies and housing market data from
cities around the country that have experimented with new housing policy tools.
We evaluated each policy proposal to determine both the magnitude of its
impact on the housing supply as well as its logistical feasibility. We show the
results of our analysis in Table 1 on page 4.
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TABLE 1. Housing

Policy Proposal Feasibility and Potential Impacts
Implementation
Barriers

New Market Rate
Units

New Affordable
Units

Expand use of accessory dwelling units

Low

500-750

500-750

Upzone low-density areas

High

1,000-1,500

n/a

Medium

250-500

n/a

Revisit in-lieu fee rate

Low

n/a

100-200

Establish an Affordable Housing Trust
Fund

High

n/a

4,000-4,500

Utilize land banking

Medium

100-200

100-200

Levy a short-term rental tax

Medium

n/a

100-200

1,850-2,950

4,800-5,850

Policy Proposal

Encourage transit-oriented development

Total

Source: AEG review of qualitative and quantitative data from various news, government, and other sources.
For more information, see “Appendix B. Methodology” on page B-1.

For more information, see “Housing Policy Evaluation” on page 17.

ABOUT ANDERSON
ECONOMIC GROUP

Founded in 1996, Anderson Economic Group is a boutique research and consulting firm with offices in East Lansing, Michigan, and Chicago, Illinois. The
experts at AEG have significant experience in public policy and economic analysis and a have conducted numerous studies of housing policy and housing
affordability in cities and states across the country. Relevant publications from
our firm include:
• The Impact of Metropolitan Districts on Housing Costs in Colorado, published

in 2021.

• Housing Affordability in the City of Akron, published in 2020.

• An analysis of a proposed lead-safe ordinance in Cleveland, published in 2019.
• The Impacts of Rent Control on Chicago’s Housing Market, published in 2018.
• Economic and Fiscal Impact of First-Time Homebuyer Savings Accounts in

Alabama, Louisiana, and Michigan, published in 2018.

• Expanding the ‘Lead Safe’ Ordinance in the City of Philadelphia, published in

2017.

For more information, please see “Appendix A. About Anderson Economic
Group” on page A-1 or visit www.AndersonEconomicGroup.com.
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II.Charleston Metro Area Housing Market Analysis
Housing affordability is a pressing issue facing communities across the country.
Rising housing costs can have serious ramifications for residents’ financial stability, access to employment centers, and quality of life. In the Charleston metro
area, rapid population growth and a tightening housing market have fueled concerns about the region’s affordability. A recent City of Charleston housing plan
notes that the city’s growth has led to “a housing crisis that has made the area an
increasingly difficult place to live and afford for long standing residents.”2
In this section we describe recent trends in the Charleston metro area’s housing
market and discuss the state of housing affordability in the region.

Population Growth

RECENT TRENDS

The Charleston metro area has experienced rapid growth in the past two
decades. Since 2000, the region has gained 270,000 residents—a nearly 50%
increase during a time when the total U.S. population grew by just 17%.3 The
region has also seen changes to its income profile, which shifted markedly
between 2010 and 2019, as shown in Figure 3 on page 6. From the first half of
the decade to the second, the Charleston region gained 27,000 households, an
increase of 10%. At the same time, the number of households with annual
income below $50,000 decreased by 10%, while those with annual income over
$200,000 nearly doubled. South Carolina experienced a similar (although less
pronounced) shift—the total number of households increased by 7% while the
number of households with annual income over $200,000 increased by 82%.

2. City of Charleston, Housing for a Fair Charleston: A 5-Year Sustainable and Inclusive Growth
Framework, p. 7.
3. AEG analysis of base data from the U.S. Census and the U.S. Census Bureau’s Population
Estimates Program.
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Number of Households by Income Bracket in the Charleston Metro
Area, 2010-2019 (thousands)
FIGURE 3.
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Source: AEG analysis of base data from the U.S. Census Bureau.

As the Charleston metro area’s population has increased over the past decade, so
has its total number of housing units. Most of this growth has been driven by an
increase in single-family housing, as shown in Table 2 on page 6. Of the 47,000
new housing units added, 40,000 (86%) were in single-unit structures.
TABLE 2. Housing

2019 (thousands)

Units by Structure Type in the Charleston Metropolitan Area, 2010-

Structure Type

2010

2019

Change

193

233

40

2-4 units

23

16

(7)

5-9 units

21

23

2

10-19 units

16

20

4

20 or more units

14

21

8

Mobile home or other

34

33

(1)

299

346

47

1 unit

Total

Source: AEG analysis of base data from the U.S. Census Bureau.

There is a similar pattern of single-unit structures predominating in the building
permits issued in the Charleston metro area over the past decade, as shown in
Figure 4 on page 7. The number of units permitted steadily increased from
about 3,000 in 2010 to over 7,000 in 2017, before declining slightly in 2018 and
2019. However, the number of units permitted increased significantly in 2020.
One constant during this period was that most units permitted were single-unit
structures, with almost no units permitted in structures of 2-4 units.
Anderson Economic Group, LLC
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FIGURE 4.

Number of Housing Units Permitted by Number of Units in Structure
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Source: AEG analysis of base data from the U.S. Census Bureau.

Rising Housing Costs
Rent prices. Accurately estimating rents is a challenging task, as rents are not
systemically recorded in any single database. Rent data captured through online
listing platforms provide current data, but may not reflect rents in units that
have not been on the market recently, or whose owners do not choose to list
online. Quality survey data can provide a more comprehensive view of the
rental market, but is usually not very current due to the lag time between administering the survey and publishing the results. We therefore show rent estimates
from a number of different sources in Figure 5 on page 8.
All three sources suggest a steady rise in typical rents in the Charleston area
over the past several years. The median rent reported by the American Community Survey increased by 36% between 2010 and 2019. More recent rent estimates provided by Zillow and Apartment List indicate substantial rent increases
of approximately 9% and 19%, respectively, during the first three quarters of
2021.
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FIGURE 5.
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Source: AEG analysis of base data from the U.S. Census Bureau, Zillow, and Apartment
List.
Note: Zillow and Apartment List annual rent figures represent average monthly rents in
that year. The 2021 data cover January through September.

Home sale prices. Home sale prices in the Charleston metro area have also
increased over the past decade, as shown in Figure 6. The metro area’s median
sale price during the first half of 2021 was $310,000, 43% higher than the
median sale price of $190,000 in 2010. Among the region’s three most populous
municipalities, Mount Pleasant experienced the largest price gain on a dollarvalue basis, with its median sale price increasing by more than $200,000 over
the past decade. On a percentage basis, however, North Charleston’s median
sale price grew the most, at 47%.
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FIGURE 6.

Median Home Sale Prices in the Charleston Metro Area, 2010-2021
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Source: AEG analysis of Multiple Listing Service data provided by CTAR.
Note: The 2021 data cover January through June.

HOUSING
AFFORDABILITY

Measuring Housing Affordability
Measuring housing affordability accurately is more complex than simply comparing an area’s typical income to its typical housing cost. A home’s value to
prospective occupants is determined not just by the quality of the housing unit
itself, but also by the availability of nearby amenities, access to employment
opportunities, public safety, the performance of local schools, and a host of
other considerations. These factors can quickly complicate questions of housing
affordability. For example, if a home with a relatively low rent price is located
far from employment centers, its occupants are likely to commute farther to
work and pay more for transportation.
Because of the multifaceted nature of housing costs, there are a number of different ways to define housing affordability. One of the most common
approaches is to classify housing costs below 30% of household income as
‘affordable’ and housing costs above that threshold as ‘cost-burdened.’4

4. Since the 1940s, the federal government has measured housing affordability as a percentage of
household income. In 1940, the maximum allowable rent for federally subsidized housing was
set at 20% of income, rising to 30% of income in 1981. Over time, the 30% threshold also
became a standard for owner-occupied housing, and it remains a primary indicator of affordability for housing in the U.S. today.
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In 2019 (the most recent year for which data is available), 34% of households in
the Charleston metro area were considered housing cost-burdened, compared to
25% statewide. That year, there were approximately 76,000 cost-burdened
households in the Charleston region, as shown in Figure 7 on page 10. The
number of cost-burdened households today is lower than it was in 2010 during
the aftermath of the Great Recession. However, the number of cost-burdened
renter households has barely changed since 2010, and the number of cost-burdened households overall remains 65% higher than it was in 2000.
Number of Cost-Burdened Households by Tenure in the Charleston
Region, 2000-2019 (thousands)
FIGURE 7.
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It is also important to note that housing cost burden trends vary among income
groups. While housing cost burdens have decreased for households in the lowest
and highest income brackets, the percentage of cost-burdened households with
income between $20,000 and $75,000 has increased, as shown in Figure 8 on
page 11.

Anderson Economic Group, LLC

10

Charleston Metro Area Housing Market Analysis

Number of Cost-Burdened Households by Income Bracket in the
Charleston Region, 2005-2019 (thousands)
FIGURE 8.
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Source: AEG analysis of base data from the U.S. Census Bureau.

Housing cost burdens also vary geographically across the Charleston metro
area. We show the proportion of cost-burdened households in each of metro
Charleston’s county subdivisions in Map 1 on page 12. Rates of housing cost
burden are highest in North Charleston and the Charleston Peninsula, where
45% and 44% of households, respectively, spent more than 30% of their income
on housing costs in 2019. It is important to note that areas with fewer cost-burdened households do not necessarily have lower housing costs. Housing cost
burden is a function of income as well as housing costs. As a result, areas with
relatively steep housing costs may not have high rates of housing cost burden if
household incomes there are also relatively high.
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MAP 1.
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HOUSING SUPPLY
AND DEMAND

Housing costs are sensitive to a number of factors, ranging from the characteristics and quality of an individual housing unit to broad market forces like construction material and labor costs. Among the most critical factors is the longterm balance between housing supply and demand. If the housing supply does
not keep up with demand, more people must compete for a limited number of
housing units. This competition can drive up housing prices.5 In this section, we
5. For a discussion of recent empirical research on the relationship between housing supply and
housing costs, see Been et al., “Supply Skepticism: Housing Supply and Affordability,” Housing Policy Debate, 29:1, 25-40.
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discuss the existing housing supply in the Charleston region and how many
housing units may be needed to meet demand.

Renter Households
Between 2010 and 2019, the Charleston metro area gained 11,600 renter households but only 7,800 rental units.6 Because the increase in new rental units did
not keep pace with the increase in rental households, the rental vacancy rate
decreased from 13.3% to 8.9% during this time.
Figure 9 below illustrates the number of Charleston region renter households in
three different income brackets, compared to the number of housing units considered affordable in each. While there are 40,000 households earning less than
60% of area median income (AMI)—about $46,700 for a family of four—there
are only 25,000 rental housing units with rents affordable to these households
based on the 30% cost-burden standard. In other words, the Charleston region
would need to add approximately 15,000 rental units affordable to households
earnings less than 60% of AMI to eliminate housing cost burdens among renters.
Number of Renter Households and Rental Housing Units by Income
Bracket and Rent Bracket in the Charleston Region, 2019 (thousands)
FIGURE 9.
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6. AEG analysis of base data from the U.S. Census Bureau.
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Owner Households
To determine the affordability of homes for sale in the Charleston area, we identified the number of recently-sold homes with housing costs below 30% of
household income for different income brackets.7 We found that many of the
recently sold homes in Charleston, North Charleston, and Mount Pleasant are
not affordable to middle-income households, as shown in Figure 10 below.
For example, a two-person household earning 80-100% of AMI (roughly
$52,000 to $65,000), could afford just 41% of the homes sold during this time.
Even for households earning up to 120% of AMI, the proportion of home sales
considered affordable ranged from 34% for single-person households to 69%
for four-person households. These figures reflect a recent trend of rising homeownership costs in the Charleston region.
Percent of Listed Homes Affordable to Middle-Income Households
in the Charleston, North Charleston, and Mount Pleasant, 2020-2021
FIGURE 10.
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Source: AEG owner cost model utilizing Multiple Listing Service data provided by
CTAR and other sources. For more information, see “Appendix B. Methodology”
on page B-1.

In addition to estimating the housing costs of recently listed homes, we analyzed
home loan records to determine how the affordability of homes sold in the
Charleston region has changed over the past decade. We found that the median
borrower’s loan-to-income ratio has steadily increased from 2.85 in 2010 to
7. We estimated listed homes’ housing costs (e.g. ongoing costs such as mortgage payments,
insurance costs, and property taxes) using a custom-built model. For more information, see
“Appendix B. Methodology” on page B-1.
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3.27 in 2020—a 15% increase— as shown in Figure 11 on page 15. This
increase suggests that Charleston metro area homebuyers are taking on more
debt to finance their home purchase.
Loan-to-Income Ratio for Owner-Occupied Home Loans in the
Charleston Metropolitan Area, 2010-2020
FIGURE 11.
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Source: AEG analysis of base data from the U.S. Consumer Financial Protection
Bureau.

The owner-occupied housing supply is often presented in terms of the months of
supply available based on existing sale rates, with six months of supply considered standard for a balanced market.8 In the Charleston metro area, the median
sale price has risen as the housing supply has steadily decreased over the past
decade, as shown in Figure 12. During the first half of 2021, this price increase
was especially sharp, as the available homes for sale plummeted to just two
months of supply. Based on this s trajectory during the first half of 2021, we
estimate that the Charleston metro would need to add approximately 13,700
homes to its housing supply to reach six months of supply by the end of the
year.

8. Joint Center for Housing Studies of Harvard University, State of the Nation’s Housing 2021, p.
1, www.jchs.harvard.edu.
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Months of Supply and Median Home Sale Price in the Charleston
Region, 2011-2021
FIGURE 12.
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Source: AEG analysis of Multiple Listing Service data provided by CTAR.
Note: Figures shown above are three-month moving averages.

CONCLUSION

As the Charleston metro area’s median income and population have grown over
the past 20 years, so have regional housing costs. During this time period, the
number of households considered burdened by their housing costs has also
increased. The proportion of cost-burdened households is particularly high in
North Charleston and the Charleston Peninsula. The Charleston metro area has
15,000 fewer rental units that are affordable to households earning 60% of AMI
than it would need to eliminate renter housing cost burdens. The region’s inventory of homes for sale is approximately 13,700 units short of what is needed to
re-establish a standard six-month supply.
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III.Housing Policy Evaluation
As housing affordability has become a growing concern for many U.S. households over the past decade, local governments have explored policy changes to
address rising costs. There is no single policy approach these local governments
have taken. Rather, different areas have experimented with various strategies.
We reviewed the existing housing policy landscape to identify policy changes
with the most potential to improve affordability in the Charleston metro area.
In this section, we first describe the role of local government in U.S. housing
policy. Next, we provide an overview of the varied approaches local governments have taken to improving housing affordability. We then summarize recent
housing policy initiatives in the Charleston metro area. Finally, we discuss
potential changes to the Charleston region’s housing policy that could help to
increase housing supply and support new affordable housing units.

THE ROLE OF LOCAL
GOVERNMENT IN U.S.
HOUSING POLICY

The federal government plays a significant role in affordable housing, particularly through programs like Low-Income Housing Tax Credits (LIHTC) and the
Housing Choice Voucher program (also known as Section 8). However, because
land use decisions typically fall within the purview of local government authority, local policymakers play a critical role in housing market regulation. Their
policy decisions have meaningful consequences for local housing affordability.
As housing costs have risen in recent years, local governments have changed
land use policies to allow more housing to be built. Local governments exercise
control over land use through zoning ordinances, which determine where different types of structures may be built. Residential zoning rules determine the
number of housing units allowed on a site, the number of parking spaces
required, the minimum size of the lot, and so on. These rules may encourage or
restrict residential density, thereby increasing or decreasing the number of available housing units in a given area. Some local governments have also set aside
additional tax revenue or expanded their role in land asset management to support rent- or income-restricted affordable housing development. Below, we
describe how local governments have leveraged their land use and taxing
authority to improve housing affordability.

LOCAL GOVERNMENT
RESPONSES TO
RISING HOUSING
COSTS NATIONWIDE

Local governments across the U.S. have experimented with a number of policies to increase regional housing affordability. These policy tools typically fall
into one of three broad categories:

Anderson Economic Group, LLC

1.

Improving the capacity of local housing authorities to respond to housing issues
through staffing, data use, or procedural changes;

2.

Changing housing market regulations to increase the number of market-rate
housing units or to incentivize developers to create new affordable housing; or
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3.

Creating land asset management strategies and funding sources to develop new
affordable housing units.

Some of these policy tools aim to reduce pressure on housing costs by increasing the supply of market-rate housing, while others support the creation of
income- or rent-restricted housing for those who cannot afford market-rate
units. Policies aimed at increasing housing supply can help reduce the costs of
market-rate housing, but may not be sufficient to improve housing affordability
for lower-income households. Income- or rent-restricted units—typically subsidized with government funding—are needed to ensure that affordable housing is
available to all households regardless of income level.9 In this report, we refer
to income- or rent-restricted units as affordable housing units (AHUs).

Capacity Building
To build capacity, housing authorities can increase their efficiency and impact
by enhancing collaboration, streamlining administrative processes, and improving data collection and analysis.
Strengthening partnerships to expand impact. To maximize the impact of
available housing resources, some cities have built new inter-jurisdictional or
public-private partnerships focused on housing affordability. In Snohomish
County, Washington, 13 cities have partnered with the county government and
the local housing authority to accomplish a number of shared goals by:
• managing a housing trust fund;

• establishing an affordable housing data clearinghouse;
• providing technical assistance to local officials; and

• collaborating on affordable housing strategy and advocacy efforts.10

In 2016, New York City sought to improve government staffing capacity by creating the Fund for Public Housing. By coordinating public-private partnerships,
the City worked with nonprofits and other organizations to connect NYC Housing Authority residents to opportunities they might not have been able to access
otherwise.11
The Housing Partnership Network offers another example of capacity building.
This national collective brings together developers, owners, and financial institutions to collaborate on housing projects. The group spearheaded the “Develop
9. Vicki Been, Ingrid Gould Ellen & Katherine O’Regan, “Supply Skepticism: Housing Supply
and Affordability,” (2019), Housing Policy Debate, 29:1, 25-40.
10.Alliance for Housing Affordability, “FY2020 Draft Work Plan,” https://housingallies.org/,
accessed November 2021.
11. Fund for Public Housing, https://fundforpublichousing.org/, accessed November 2021.
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Detroit” initiative, tasked with creating a nonprofit to develop new housing.
They are also working to rehabilitate at least 70 housing units, earmarking a
portion of them for AHUs.12
Using data to maximize impact, improve transparency, and facilitate public
access. Capacity building can also take the form of improved data collection
and analysis to generate more informed decision-making and public engagement. The City of New Orleans, for example, conducted a neighborhood-level
assessment that informed customized recommendations for improved housing
policies by neighborhood.13 Other regions have focused on collecting and sharing affordable housing stock data. In Washington, DC, a group of government
agencies and community organizations followed this model to maintain a catalog of rental properties with AHUs. Similarly, the University of Miami led the
Miami Affordability Project to create an area housing dataset by following a
creative model to achieve community input: a data “hack-a-thon.” Using this
method, participants worked together on data-related projects to update city
information, thereby providing a better understanding of local housing needs.14
Streamlining city services to reduce barriers to housing development.
Identifying opportunities to streamline housing-related city services, such as
permit approval processes, can reduce the cost of housing development and
speed up development timelines. For example, the City of Sammamish,
Washington, created a speedy over-the-counter permitting process that won the
Governor’s Smart Communities Award in 2009.15 Other cities have
implemented expedited or reduced-fee permitting specifically for affordable
housing developments. Buncombe County, North Carolina charges half its
normal permit fee rate for developments with AHUs.16

12.Louis Aguilar, “70 New, Rebuilt Homes for North End, Grandmont-Rosedale,” The Detroit
News, https://www.detroitnews.com/, accessed November 2021.
13.Natasha Hicks, “Housing for a Fair Charleston: A 5-Year Sustainable and Inclusive Growth
Framework,” City of Charleston, February 3, 2020, https://www.charleston-sc.gov/DocumentCenter/View/25791/Housing-for-a-Fairer-Charleston-Report, accessed July 2021, pg. 126.
14.Hicks, pg. 122.
15. Municipal Research and Services Center, “Streamlining Local Permit Review Procedures,”
https://mrsc.org/, accessed November 2021.
16. National Association of Counties, “Affordable Housing Toolkit for Counties,” March 2019,
https://www.naco.org/, accessed July 2021.
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Housing Market Regulation
Local governments have experimented with different approaches to zoning
reform. We describe several of these below.
Accessory dwelling units. An accessory dwelling unit (ADU) is a secondary
housing unit that shares the same lot as another dwelling. ADUs can take the
form of carriage houses, cottages, or laneway homes, or they can exist within
the primary structure. These units typically range from 600-1,200 square feet
and usually have lower maximum occupancy limits than primary dwellings. A
growing number of cities have legalized ADUs in recent years, viewing them as
a straightforward means of increasing housing supply without dramatically
altering residential land use patterns. This policy has been particularly successful in Los Angeles, where 20% of building permits in 2018 were for ADUs.17
Upzoning. Upzoning refers to increasing the number of residential units
allowed on a particular lot. In many cities, a large proportion of residential land
is zoned for single-family homes only—new multi-family development in these
zones is not allowed. Zoning laws can also limit residential density through
minimum lot size, parking, and other requirements that limit the number of units
built in a given area. This can exacerbate insufficient housing supply in areas
with growing housing demand.
Upzoning efforts address these issues by allowing multi-family development on
more parcels. In 2019, Minneapolis amended its zoning code to eliminate minimum parking requirements and allow duplexes and triplexes to be built on any
residential-zoned lot.18 The State of California also passed an upzoning law in
September 2021 to allow up to 10 units per lot in areas near transit. It also
allows homeowners to split their parcels to build more units.19
Transit-oriented development. Transit-oriented development (TOD) zoning
reform allows denser development in residential areas near transit stops. Typically, housing within walking distance of a stop will also have more relaxed
parking requirements. Equitable transit-oriented development (eTOD) policy
includes a focus on affordable housing. It can be an important tool for alleviating poverty by improving access to transportation.20
17.Dan Bertolet and Nisma Gabobe, Sightline Institute, “LA ADU Story,” https://www.sightline.org/, accessed October 2021.
18. Minneapolis 2040, “The City’s Comprehensive Plan,” https://minneapolis2040.com/,
accessed October 2021.
19.California Legislative Information, “Senate Bill No. 10,” https://leginfo.legislature.ca.gov,
accessed November 2021.
20.Metropolitan Planning Council, “Equitable Transit-Oriented Development,” https://
www.metroplanning.org/, accessed November 2021.
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Denver’s TOD policies include providing loans to housing developers in
exchange for building more AHUs near transit. Incentives like this one have
helped build not just AHUs in the city, but also neighborhood amenities including a public library and an affordable community space to host nonprofit organizations.21
Inclusionary zoning. Inclusionary zoning (IZ) policies typically require developers to include a specified number of AHUs in certain types of new marketrate residential developments. Inclusionary zoning is intended to foster economically diverse communities by tying new housing production to affordable housing creation. In many cases, developers have the option of paying a fee in lieu of
meeting the AHU requirement. Cities then use this in-lieu fee revenue to fund
AHU production. Inclusionary zoning can also take the form of density
bonuses—an incentive that allows developers to build a larger structure on a
given site in exchange for including AHUs. For example, developers in Chicago
can receive four square feet of additional space for every foot of affordable
housing provided in the downtown area. Alternatively, they can opt to pay a fee
to an affordable housing fund in return for the increased density allowance.22
Funding and Land Asset Management
Local governments can also use resource management to increase housing
affordability, either by generating funding for AHU construction or by utilizing
land assets to encourage housing development. Because finances can be an
impediment even when there is motivation to build affordable housing, local
governments can help to alleviate constraints through funding for public or nonprofit housing development. Local governments can also leverage land assets to
promote housing development by returning vacant land to productive use.
Housing trust funds. Housing trust funds use a dedicated revenue stream (typically tax or fee revenues) to create or preserve affordable housing stock in the
regions they serve. There are approximately 700 housing trust funds operating
at the city, county, or state level across the U.S.23 In Louisville, Kentucky the
local housing trust fund created or preserved nearly 600 housing units during its
2019 fiscal year, spending half of its $10 million in funding on housing for
households earnings less than 50% of AMI.24
21.Urban Land Conservancy, “Properties and Development Overview,” https://www.urbanlandc.org, accessed October 2021.
22.City of Chicago, “Inclusionary Housing in Chicago,” https://www.chicago.gov/, accessed September 2021.
23.Patrick Spauster, Lydia Lo, and Yonah Freemark, “The Rise of Market-Reliant Affordable
Housing Tools: Findings from the National Longitudinal Land Use Survey,” Urban Institute,
https://www.urban.org/, p. 5.
24.Louisville Affordable Housing Trust Fund, “What Louisville Needs: 2018-2019 Annual
Report,” loutrustfund.org/.
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Tax-increment financing. Tax-incremented financing (TIF) districts allow
local governments to set aside incremental tax revenue gains. These gains are
generated when public investment in the district (e.g. infrastructure improvements) results in new economic activity. TIF revenues can be leveraged to
increase affordable housing in the district. Portland, Oregon, for example, set
aside 45% of revenue generated from TIFs for affordable housing to create
1,886 rental AHUs between 2015 and 2018.25
Short-term rental taxes. Platforms like Airbnb have increased the popularity
of short-term rentals (STR) and created new income-generating opportunities
for residential property owners. However, strong demand for STRs can lead
investors to bid up property values and may reduce the supply of housing units
available to residents. Some cities have sought to address this issue by imposing
a special tax on STRs and using the revenue to fund affordable housing production. For example, New Orleans implemented a 4% STR tax that generated $3
million in tax revenue in the first 8 months after the bill was passed.26
Land banks. Land banking involves investment in underutilized properties that
may be blighted or vacant to turn them into affordable housing options. In cities
where lack of available land is a more pressing issue, setting up a land donation
incentive can encourage developers and other land owners to donate parcels to a
land bank. The land bank can then build affordable housing on the property.
Philadelphia’s land bank is one successful example, using federal and local
funding to create or preserve 853 AHUs between 2018 and 2020.27
Community land trusts. Community land trusts (CLT) create opportunities for
affordable home ownership by maintaining possession of the land beneath an
owner-occupied home. The occupant owns the structure while leasing the land
from the CLT, which helps prevent rapid price appreciation. CLTs also establish
resale formulas that allow homeowners to benefit from limited home value
appreciation while maintaining affordability for future owners. The neighborhood of Roxbury in Boston established a CLT that has created 225 AHUs along
with other community amenities on formerly blighted or vacant properties.28 In
Durham, North Carolina a land trust was formed in 1987 to focus on creating
affordable housing for households earning less than 30% of AMI. They now
manage or own 282 single-family and multi-family housing units.29

25.Portland Housing Bureau, “Tax Increment Financing,” https://www.portland.gov/, accessed
September 2021.
26.Hicks, pg. 55.
27.Philadelphia Housing Development Corporation, “PHDC Report 2018-2020,” https://secureservercdn.net/, accessed October 2021.
28.Hicks, p. 122.
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LOCAL GOVERNMENT
RESPONSES TO
RISING HOUSING
COSTS IN THE
CHARLESTON METRO
AREA

Like their counterparts across the country, local governments in the Charleston
metro area have introduced new policies to address housing affordability in
recent years. We describe several of the most prominent of these initiatives
below.

Housing Market Regulation
Accessory dwelling units. Mount Pleasant has had an ADU policy in place
since 2010, and the Charleston City Council approved an ordinance in 2020 that
allows homeowners to construct ADUs in every area of the city. Additionally,
the City of Charleston is launching a program to assist homeowners with the
costs of ADU construction and plans to spend $200,000 to offer financial aid to
up to 10 homeowners. Since the policy has been implemented so recently, it is
difficult to gauge the popularity of ADUs in Charleston. However, Mount Pleasant issued 142 permits between 2010 and 2016.30
Workforce housing density bonus. The City of Charleston’s zoning code
allows unlimited residential density in zoning districts for mixed-use and workforce housing, as long as developers set aside at least 20% of units as workforce
housing (affordable to households earning up to 80% of AMI), make an in-lieu
land contribution, or pay an in-lieu fee.31 So far, 13 of 14 participating developers have chosen to pay the in-lieu fee rather than build the required workforce
units.32 The City dedicates revenues from the in-lieu fee to funding affordable
housing.

Funding and Land Management
City of Charleston Affordable Housing Bond Issue. Charleston voters
approved a $20 million affordable housing bond in 2017. The funding was allocated to eight affordable housing projects in the city and is expected to create
630 affordable rental units. The city expects to repay the bond after 20
years.33,34

29.Durham Community Land Trustees, “Our Impact Data,” https://www.dclt.org/, accessed
November 2021.
30.Town of Mount Pleasant, “Housing Task Force Minutes,” http://www.mtpleasantrec.com/,
accessed October 2021.
31. City of Charleston Department of Planning, Preservation, & Sustainability, “Workforce
Housing Fee In Lieu Payment Calculation,” https://www.charleston-sc.gov/, accessed August
2021.
32.City of Charleston, “Community Development Agenda,” https://www.charleston-sc.gov/,
accessed August 2021.
33.Alexis Simmons, Live 5 News, “City of Charleston Awards $20 Million Bond to 8 Affordable
Housing Developments,” https://www.live5news.com, accessed July 2021.
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Palmetto Community Land Trust. In 2018, the Charleston Redevelopment
Corporation—a nonprofit that partners with the City of Charleston, the Historic
Charleston Foundation, and the Charleston Housing Authority to create and preserve affordable housing—formed the Palmetto Community Land Trust. The
land trust utilizes 99-year inheritable ground leases, resale price caps, and public-private partnerships to offer long-term affordable homeownership opportunities to Charleston residents.35
Charleston County Affordable Housing Trust Fund. In November of 2020,
Charleston County voters weighed in on a ballot initiative that would have levied a property tax to generate revenue for an affordable housing trust fund. The
referendum proposed a two mill tax increase on property taxes that was
expected to generate $8 million a year for up to 20 years. The measure was narrowly rejected, with 51% voting no and many voters abstaining.36 Although the
ballot initiative did not pass, the close margin suggests that there are a significant number of Charleston County voters who support raising public funds to
address housing affordability.

NEXT STEPS FOR
AFFORDABLE
HOUSING POLICY IN
THE CHARLESTON
REGION

Capacity Building
Building capacity to advocate for, and effectively implement, policy initiatives
is a foundational step towards improving a region’s housing affordability. In this
section, we discuss opportunities for Charleston metro area policymakers to
strengthen affordable housing partnerships and streamline housing development
approval processes.
Establish inter-jurisdictional partnerships. Local government authorities in
the Charleston metro area include three county governments and over two
dozen municipal governments. There are also several housing-specific entities,
such as the City of Charleston Housing Authority, the City of North Charleston
Housing Authority, and the Charleston Redevelopment Corporation. Although
housing affordability is a region-wide issue, there is currently no single regional
inter-governmental partnership focused exclusively on coordinating housing
affordability efforts in the Charleston metro area. Establishing a housing affordability inter-jurisdictional partnership would increase opportunities for local
policymakers to align housing policy initiatives, benefit from technical assistance, and advocate for housing affordability.
34.City of Charleston, “South Carolina General Obligation Bonds of 2018,” https://
emma.msrb.org/, accessed August 2021.
35.Palmetto Community Land Trust, “About the PLCT,” www.palmettoclt.org/, accessed November 2021.
36.Danielle Seat and Riley Bean, Live 5 News, “Charleston Ballot Questions Include an Increase
in Property Tax and Funding for New Schools,” https://www.live5news.com/, accessed July
2021.
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Streamline the approval process. Local housing market regulations—and the
permitting processes that accompany them—serve a number of purposes,
including protecting resident safety and limiting adverse environmental
impacts. However, local governments in other parts of the country have identified opportunities to streamline the approval process—and in some cases provide expedited processing for affordable housing developments—without
compromising these goals. Policymakers in the Charleston metro area could
remove barriers to affordable housing development by exploring similar policy
changes in their jurisdictions.

Housing Market Regulation
Local governments can implement structural changes to help increase housing
affordability in a region. In the Charleston region this has included passing an
ordinance to allow ADUs to be built, a referendum for an affordable housing
trust fund, and a workforce housing density bonus program intended to incentivize AHU creation.Below, we evaluate various housing market regulations that
have been attempted in other cities and their potential impact in the Charleston
metro area.
Encourage Development of Accessory Dwelling Units. Although accessory
dwelling units are now legal in Charleston and Mount Pleasant, they have yet to
produce a large number of new units. In addition to expanding legalization of
ADUs to other municipalities in the Charleston region, there are also opportunities to modify existing ADU programs to encourage more development. ADU
policy details vary significantly from city to city, as shown in Table 3 on
page 26.
Generally speaking, cities with fewer restrictions (such as parking and owneroccupancy requirements) and more robust assistance programs for ADU owners
and developers have generated a larger number of ADUs. For example, Los
Angeles has one of the most successful ADU programs in the country due to its
relatively limited regulations, quick permitting, generous funding, and other
forms of assistance. The city legalized ADUs in 2016 and saw their popularity
grow quickly, accounting for 20% of all permits submitted to the city in 2018.37
The success of ADU programs in Los Angeles and other cities suggest that
Charleston and Mount Pleasant have room to grow their existing ADU programs. Policymakers have identified financing ADU development as a significant barrier for homeowners.38 Because both Charleston and Mount Pleasant
currently have owner-occupancy requirements, improving the availability of
37. Bertolet and Gabobe, “LA ADU Story”.
38.Laurie Goodman & Solomon Greene, “To Unleash Housing Supply, Allow and Finance
Accessory Dwelling Units,” Urban Institute, www.urban.org/, accessed February 3, 2020.
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ADU financing would have a particularly large impact. A number of cities with
ADU programs, including Los Angeles, Boston, and Napa, California are pioneering programs that offer loans for ADU construction.39
With more robust program resources and greater adoption throughout the
region, we estimate that ADU legalization could add approximately 1,000 to
1,500 units to the Charleston metro area’s housing supply over the next five
years.
TABLE 3. Accessory

Category

Dwelling Unit Policy Details in Select Cities
Mount
Pleasant, SC

Charlotte, NC

2020

2010

2012

No
(As of 2020)

Yes

Yes

Yes

Strict parking
requirements

Removed off
street parking
requirement

Off street
parking
required

Off street
parking
required

Off street
parking
required

Rehabilitation
funds and loans
available

Some loans and
rehabilitation
funding available

Development
fee waivers
available

Plans to offer
grants to 10
homeowners

None

None

Over the counter
permitting; 60day evaluation

Discretionary
permitting

Discretionary
permitting

Discretionary
permitting

Discretionary
permitting

Discretionary
permitting

City offers 20
pre-approved
designs

Plans for ADU
templates

Built 4 test
ADUs

None yet

None

None

Los Angeles, CA

Minneapolis, MN

Year implemented

2017

2015

1996

Owner-occupancy
requirement

No

No
(As of 2021)

Waived if within
1/2 mile of transit

Financial support
programs

Increased access to
permitting

Parking
requirements

Other support

Portland, OR Charleston, SC

Source: AEG review of various local government documents and news sources.

Transit-oriented development. The Charleston metro area’s Lowcountry
Rapid Transit (LCRT) bus system is expected to begin construction in 2023,
with operations set to begin in 2026. The LCRT will bring new opportunities for
transit-oriented development to increase the housing supply along the new transit corridor.40 Cleveland’s experience in this area indicates promise. With one of
the best rapid transit systems in the country, Cleveland helped generate $9.5 billion in economic development and 8,800 new housing units along its route as of
2018.41

39.Ibid.
40.Lowcountry Rapid Transit, “LCRT FAQs,” https://lowcountryrapidtransit.com/, accessed
October 2021.
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Empirical research indicates that BRT systems can increase demand for housing
and improve traffic congestion. In a study analyzing the 2016 impact of BRT
lines on housing prices in Eugene, Oregon, researchers found that for every 100
meters closer a house was to a station, house prices increased by over $1,100.42
BRT impacts on travel congestion depend in part on the system components, but
Boston’s BRT system generated a 45% improvement in traffic times along its
corridor.43
Our analysis suggests that zoning changes may be necessary to increase housing
supply near the future LCRT route. Map 2 on page 28 shows zoning regulations
for parcels near the City of Charleston portion of the proposed bus rapid transit
route. Of the total land area within a quarter mile of the route, 55% is currently
zoned to allow residences. Almost 20% of this residentially-zoned area currently allows only single-family homes, and only 16% is zoned for mixed-use
residential.
Given that much of the non-residentially zoned land near the future LCRT route
is now zoned for business use only, expanding the use of mixed-use zoning
could increase opportunities for new housing development while also supporting commercial corridors. The future LCRT corridor may also present opportunities to expand the use of density bonuses, which allow developers to build
more housing units on a given site than would otherwise be allowed in return for
designated affordable units in the development. At present, there do not appear
to be any well-publicized density bonus policies in the Charleston metro area
beyond the City of Charleston’s workforce housing districts, although Charleston County’s comprehensive land use plan recommends them as an affordable
housing strategy.44
We estimate that utilizing TOD policy along the proposed LCRT route could
result in approximately 250 to 500 new housing units over the next five years
that would not otherwise be built.

41.Greater Cleveland Regional Transit Authority, “RTA Officials Mark 10th Anniversary of
Healthline Service,” http://www.riderta.com/, accessed November 2021.
42.Perk, Catala, Mantius, and Corcoran, p. 3.
43.Boston BRT, “Benefits of BRT,” http://www.bostonbrt.org/, accessed November 2021.
44. “Comprehensive Plan,” Charleston County, October 9, 2018, p. 3.1-5, https://www.charlestoncounty.org/, accessed January 2022.
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Zoning patterns within 1/4 mile of the proposed Lowcountry Rapid
Transit Bus Rapid Transit Route
MAP 2.
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Upzoning. The majority of homes in the Charleston metro area are single-family units, as shown in Table 2 on page 6. Roughly 20% of the region’s housing
units are in larger structures with 5 or more units. However, there are very few
homes in smaller multi-family structures like duplexes and triplexes. In fact, the
number of homes in this category actually decreased from 2010 to 2019, as
shown in Table 2 on page 6. These small multi-family buildings are sometimes
referred to as the “missing middle” because, among new residential developments, they are much less common than single-family homes and large multifamily structures in many cities.45 In fact, this type of housing used to be more
common in Charleston, as shown in Figure 13 below.
Charleston Metropolitan Area Percent of Housing Units in 2-4 Unit
Structures by Year Built, 2019
FIGURE 13.

20%

20%

15%

10%
6%

6%

5%

5%
2%

2%

2000 to 2009

2010 or later

0%

1939 or earlier 1940 to 1959

1960 to 1979

1980 to 1999

Source: AEG analysis of base data from the U.S. Census Bureau.

Missing middle housing allows cities to provide more homes on the same footprint compared to single family housing, without drastically changing the built
environment of lower-density neighborhoods. However, one reason “missing
middle” housing is missing is because local zoning laws often limit where this
kind of housing can be built. Prohibitions on multi-family housing, as well as
parking, setback, and minimum lot size requirements present substantial barriers to developing sufficient “missing middle” housing to meet demand.
Much of the Charleston metro area is currently zoned for single-family only
housing, including in the region’s largest cities. We provide a breakdown of residential zoning in the City of Charleston in Table 4 below. Nearly 75% of the
city’s residentially-zoned land area is currently restricted to single-family zon45.For more information about “missing middle” housing, see https://missingmiddlehousing.com/.
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ing. As a result, even relatively small changes (such as allowing duplexes to be
built in more areas) could have a significant impact on the local housing supply.
Parking requirements are another potential obstacle to building “missing middle” housing. For example, in the City of Charleston, duplexes are required to
have 2 parking spaces per unit.46 Parking requirements can increase development costs47, while also taking up space that could be used to build more
homes. These requirements may result in more off-street parking than residents
need, especially in areas where public transit, biking, or pedestrian infrastructure provide readily accessible alternatives. In fact, after Buffalo, NY eliminated
parking requirements citywide, many developers opted not to build the number
of spaces that would have previously been required, suggesting they did not
believe these parking spots were necessary to attract residents.48
In 2019, the City of Minneapolis allowed duplexes and triplexes to be built in
areas previously zoned for single-family homes, and in 2021 it eliminated mandatory off-street parking minimums for new developments citywide.49 Early
results from Minneapolis’ upzoning program suggest that upzoning is a
medium- to long-term strategy rather than a short-term one. Although some residents expressed concern the policy would change the feel of predominantly single-family neighborhoods, only three permits were issued for triplexes in
previously single-family zoned areas in the first year after the policy took
effect.50

46.Zoning Ordinance of Charleston, South Carolina, Sec. 54-317.
47.Hannah Hoyt and Jessy Schuetz, “Parking requirements and foundations are driving up the
cost of multifamily housing,” Brooking Institution, June 2, 2020, https://www.brookings.edu/,
accessed January 2022.
48.Daniel Baldwin Hess & Jeffrey Rehler, “Minus Minimums,” Journal of the American Planning Association, 87:3, 396-408, March 12, 2021.
49.Minneapolis 2040, “The City’s Comprehensive Plan,” accessed October 2021.
50.Chris Nichols, CapRadio, “Nixing Single-Family Zoning,” https://www.capradio.org/,
accessed October 2021.
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We estimate that upzoning policies could lead to 1,000 to 1,500 new housing
units in the Charleston metro area over the next five years.
TABLE 4. Residential

Land Area by Zoning Designation, City of Charleston
Acres

Share of
Residential Acres

18,478

100%

568

3.1%

Single-Family Residential, up to 5 units per acre

11,206

60.6%

Single-Family Residential, up to 7 units per acre

1,841

10.0%

754

4.1%

Single- and Two-Family Residential, up to 9 units
per acre

1,119

6.1%

Single- and Multi-Family Residential, up to 20 units
per acre

2,547

13.8%

Mixed Use, 20+ units per acre

280

1.5%

Mixed Use, density not defined

163

0.9%

Zoning Category
Total Residential Acres
Single-Family Residential, up to 1 unit per acre

Single- and Multi-Family Residential, up to 7 units
per acre

Source: AEG analysis of base zoning data from the City of Charleston.

Revisit in-lieu fees. The City of Charleston’s workforce housing density bonus
program currently charges an in-lieu fee of $5.10 per gross square foot for participating developers who opt not to build the required workforce units on site.
While this policy has generated in-lieu fee revenue that the City has used to
fund affordable housing development, just one participating developer has
opted to build the required units on-site.
IZ programs with in-lieu fees have become increasing common across the U.S.,
although details vary from city to city as shown in Table 5 on page 32. IZ policies like in-lieu fees are intended to link AHU creation to new market-rate housing construction to ensure that the affordable housing stock grows along with its
market-rate housing stock. However, because in-lieu fees increase costs for
developers, they may increase the rents or sale prices of new market-rate units if
developers choose to pass those costs on to occupants.51 That being said,

51.Patrick Spauster, Lydia Lo, and Yonah Freemark, “The Rise of Market-Reliant Affordable
Housing Tools: Findings from the National Longitudinal Land Use Survey,” Urban Institute,
https://www.urban.org/, p. 11, accessed November 2021.
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Charleston’s in-lieu fees are relatively low compared to a number of other cities
with similar policies.
TABLE 5. Inclusionary

Category

Chicago, IL

Chapel Hill, NC

Charleston, SC

Montgomery
County, MD

Boulder, CO

2004

2011

2017

1974

2000

10-20% of units must be 15% (10% down20% of units
12.5-15% of units
affordable, or pay in-lieu
town) of units
must be work- must be affordable, or
fees of $50,000-$175,000
must be afford- force units or pay pay 3% of sale price of
depending on site location able units, or pay
$5.10 per sq. ft.
each market-rate unit
$85,000 per unit

25% of units must
be affordable, or
pay individually
calculated fee

Year enacted
Policy details

Zones impacted
Affordability
requirement
AHUs built

Revenue
Collected

Zoning In-Lieu Fee Details in Selected Cities

Developments with 10+
units
100% AMI for sale, 60%
AMI for rental
Over 1,500

$123 M
(2004-2020)

Developments Mixed-use Workwith 5+ units
force Districts

Developments with
20+ units

Developments
with 5+ units

80% AMI

50-70% AMI

60-80% AMI

11 5 by developers,
(2011-2018) 237 facilitated by
City

13,000
(through 2011)

380
(2000-2005)

$1.3 M
(1989-2001)

$1.5 M
(2000-2005)

80% AMI

$803,250
(2011-2018

$11.13 M
(2017-2021)

Source: AEG review of various news and government sources.

In a January 2021 memo, the Director of the City of Charleston’s Department of
Housing and Community Development reported on the status of the City’s inlieu program. The memo states that “Developers choosing the Fee-In-Lieu
option is likely the result of the fee being too low” and discusses a hypothetical
scenario with the in-lieu fee set at $7.65 per square foot.52 Using the information provided in this memo, we estimate that increasing the City’s in-lieu fee to
$7.65 per square foot could generate 100 to 200 AHUs over the next five years.

Funding and Land Management
While housing market regulations can encourage new housing development and
increase the supply of market-rate housing units, funding and land management
are critical to increasing the supply of legally-restricted affordable housing units
for residents who cannot afford market-rate housing.
Affordable housing trust fund. As discussed previously, the 2020 Charleston
County housing trust fund referendum proposed a two mill increase on property
taxes expected to generate $8 million a year for up to 20 years. There was a sec52.Geona Shaw Johnson, “Mixed-Use/Workforce Housing (MU-2/WH) Report,” www.charleston-sc.gov/, accessed January 2021.
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ond question asking permission from voters to issue $130 million in bonds to be
repaid with revenue from the property tax increase.53 While there were not
detailed plans offered for how exactly the trust fund’s resources would be spent,
examples of trust funds in other counties are instructive. For example, Nashville’s Davidson County established the Barnes Housing Trust Fund in 2013,
and has used $54 million of federal and private funding to build affordable
housing units.54 It also helped create the Nashville Community Land Trust,
which was initially funded with $2.27 million in developer loan repayments
from an old HUD program and $1 million from the Nashville Metropolitan
Development and Housing Agency. The Trust is partially funded by revenue
from a short-term rental tax.
If Charleston County voters were to approve a proposal similar to the 2020 referendum, we estimate that the resulting affordable housing trust fund could create approximately 4,000 to 4,500 AHUs over five years.
Utilize a land bank to return vacant land to productive use. Many cities
have established land banks to transform vacant lots into new affordable housing for their residents. The Charleston region, however, currently has neither a
land bank nor a full inventory of vacant parcels. In 2015 (the most recent year
for which data is publicly available) there was a significant amount of vacant
residential land in the metro area. Vacant residential land located near the future
Lowcountry Rapid Transit (LCRT) bus rapid transit line presents a particularly
strong opportunity to augment the housing supply, as this area will see increasing demand for housing once the line becomes operational.
We show vacant residential parcels within a quarter mile of the planned LCRT
route in Map 3 on page 35. These 1,557 parcels cover 3,893 acres, including
127 parcels (62 acres) that were publicly owned in 2015. Publicly-owned vacant
land, especially when already zoned for residential use, can prove particularly
useful to affordable housing efforts. In some circumstances, vacant land owned
by local government entities can be sold to nonprofit housing developers at very
low cost to subsidize rent- or income-restricted affordable housing developments.
The Philadelphia Land Bank provides an illustrative example of how land banks
can improve housing affordability. The land bank set a goal to return 2,000
properties to productive use over five years, 650 of which are set aside for lowincome residents. Between 2018-2020, the land bank invested $41 million to
create or preserve 853 AHUs. Over its lifetime, the land bank has invested in

53.Seat and Bean, Live 5 News.
54.The Edge, https://www.huduser.gov/, accessed July 2021.
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over 13,000 units in some capacity. It is a subsidiary of the city government and
gets federal (LIHTC, etc.) and local funding.55
Although land banks are often used to increase investment in areas with low
property values, they can also help to hold land strategically for future AHU
building in areas with rising housing costs. This type of land bank strategy may
be a good fit for areas along the future LCRT route.56 If authorities in the
Charleston metro area established a land bank similar to Philadelphia’s, we estimate they could produce 200 to 400 housing units over five years.
Short-term rental tax. Because large STR markets can result in higher housing
costs for residents, cities like New Orleans have instituted STR taxes and used
the revenues to fund affordable housing production.57 The City of Charleston
has regulations in place intended to limit the impact of the STR market on housing costs, including owner-occupancy requirements for residential STRs.
Despite these restrictions, the residential STR market still generates millions of
dollars in revenue each year. Based on our analysis of local STR market data,
we estimate that if the City of Charleston imposed a 2% STR tax and leveraged
the revenues to fund affordable housing development, the tax could produce 100
to 200 AHUs over five years.

55.PHDC Report 2018-2020, pg. 7.
56.Local Housing Solutions, “Land Banks,” https://localhousingsolutions.org/housing-policylibrary/land-banks/, accessed 11/17/21.
57.Kyle Barron, Edward Kung, Davide Proserpio, “The Effect of Home-Sharing on House Prices
and Rents: Evidence from Airbnb,” 3/5/20, accessed on 11/17/21.
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Vacant Residential Land Near Site of Planned Lowcountry Rapid
Transit Route, 2015
MAP 3.

BRT Route

«

Vacant Publicly-owned Residential Parcels
Vacant Residential Parcels

Source: AEG analysis usingService
base ArcGIS
Hub data
fromEsri,
the HERE,
College
of Charleston
Layer Credits:
Sources:
Garmin,
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increment P C
Cooper GIS Laboratory. GEBCO, USGS, FAO, NPS, NRCAN, GeoBase, IGN, Kadaster NL, Ordnance
Esri Japan METI Esri China (Hong Kong) (c) OpenStreetMap contributors a
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Implementation Barriers
Each of the policy suggestions discussed in this chapter have the potential to
increase housing affordability in the Charleston metro area. However, implementing policy change is no simple task. Some policies, such as raising taxes to
fund affordable housing development, may be not gain voter approval. Others,
such as changing zoning rules or creating a land bank, may prove logistically
complex or require additional administrative capacity. We discuss potential
implementation barriers in greater detail below.
Accessory dwelling units. Resident opposition to ADUs has typically been less
of a challenge compared to other types of zoning reform, and ADUs are already
legal in Charleston and Mount Pleasant. The key challenge is ensuring that regulatory barriers and limited financing opportunities don’t prevent residents who
are interested in building ADUs from being able to do so.
Upzoning. Upzoning proposals frequently encounter significant opposition
from residents. Some express concerns about the impact of upzoning on their
property values, parking and traffic congestion, or the character of their neighborhood. Others worry that new, higher-density development will not be affordable to those who currently live nearby. It can therefore be challenging to
successfully implement upzoning policies that satisfy constituent concerns. Successful upzoning policies must target areas where housing costs are already high
and there is limited room for growth, and where greater density makes sense
based on existing infrastructure and/or proximity to job centers. Additionally,
upzoning must account for a number of factors beyond the number of lots
allowed on a site, including setback, height, and parking restrictions, among
other details.
Transit-oriented development. While TOD poses some of the same challenges
as general upzoning policy, it occurs in a narrower segment of the city. Additionally, siting new housing near transportation can mitigate concerns about
traffic congestion. TOD is therefore less likely to face significant opposition.
Increasing in-lieu fees. Increasing Charleston’s workforce housing in-lieu fee
is unlikely to raise concerns among residents, given that this policy change
would apply to developments that would be approved regardless. However,
because IZ requirements and in-lieu fees increase their costs, developers may
oppose them. Given that Charleston’s policy already exists, simply increasing
the in-lieu fee rate should not impose any additional administrative burdens.
Affordable housing trust fund. Voters rarely choose to raise their own taxes,
as evidenced by the failure of Charleston County’s 2020 trust fund referendum.
However, the close margins in that vote suggest that it may be a viable option in
the future given a clear plan for the funds and a robust advocacy campaign to
raise voter awareness.
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Land banking. Returning underutilized land to productive use is typically a
popular policy, especially when it produces new AHUs. However, cataloging
vacant parcels, creating partnerships, and securing the funding needed to maximize a land bank’s impact may require additional administrative capacity and
could prove logistically challenging, especially if available resources are scarce.
Short-term rental tax. STR operators are unlikely to support a tax that either
cuts into their revenues or leads them to increase prices for their customers.
However, at a relatively low rate of 2%, an STR tax could generate new, dedicated affordable housing revenues without causing significant disruption to the
STR market given the underlying strength of the region’s tourism economy.
Additionally, residents concerned about the impact of STRs on housing prices
may support a tax. STRs are already subject to accommodation taxes, so imposing a special housing affordability tax should not impose significant additional
administrative burden.

CONCLUSION

We summarize the implementation difficulty and potential impact of the different housing affordability policy tools available to local policymakers in Table 6
on page 37. Although these policy proposals vary in complexity and feasibility,
taken together we estimate that they could produce a total of 1,850-2,950 market-rate units and 4,800-5,850 AHUs over the next five years.

TABLE 6. Feasibility

and Potential Impact of a Selection of Housing Policy Tools
Implementation
Barriers

New Market
Rate Units

New Affordable
Units

Expand use of accessory dwelling units

Low

500-750

500-750

Upzone low-density areas

High

1,000-1,500

n/a

Medium

250-500

n/a

Revisit in-lieu fee rate

Low

n/a

100-200

Establish an Affordable Housing Trust Fund

High

n/a

4,000-4,500

Utilize land banking

Medium

100-200

100-200

Levy a short-term rental tax

Medium

n/a

100-200

1,850-2,950

4,800-5,850

Policy

Encourage transit-oriented development

Total

Source: AEG review of qualitative and quantitative data from various news, government, and other
sources. For more information, see “Appendix B. Methodology” on page B-1.
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studies of housing policy and housing affordability in cities and states across the
country Publications from our team include:
• The Impact of Metropolitan Districts on Housing Costs in Colorado, published

in 2021.

• Housing Affordability in the City of Akron, published in 2020.

• An analysis of a proposed lead-safe ordinance in Cleveland, published in 2019.
• The Impacts of Rent Control on Chicago’s Housing Market, published in 2018.
• Economic and Fiscal Impact of First-Time Homebuyer Savings Accounts in

Alabama, Louisiana, and Michigan, published in 2018.

• Expanding the ‘Lead Safe’ Ordinance in the City of Philadelphia, published in

2017.

Past clients of Anderson Economic Group include:
• Governments: The government of Canada; the states of Michigan, North Caro-

lina, and Wisconsin; the cities of Detroit, Cincinnati, and Sandusky; counties
such as Oakland County, and Collier County; and authorities such as the
Detroit-Wayne County Port Authority.

• Corporations: Bank of America Merrill Lynch, InBev USA, ITC Holdings

Corp., Ford Motor Company, First Merit Bank, Labatt USA, Lithia Motors,
Meijer, Inc., National Wine & Spirits, Nestle, and Relevent Sports; automobile
dealers and dealership groups representing Toyota, American Honda Motor
Company, Chrysler, Mercedes-Benz, General Motors, Kia, and other brands.

• Nonprofit organizations: Convention and visitor bureaus of several major cities;

higher education institutions including Michigan State University, Wayne State
University, and University of Michigan; trade associations such as the AkronCleveland Association of REALTORS®, the Idaho Association of REALTORS®, the National Association of REALTORS®; and other nonprofit entities including Newark Community Foundation, Service Employees
International Union, Automation Alley, and Business Leaders for Michigan.

Please visit www.AndersonEconomicGroup.com for more information.
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Appendix B. Methodology
In the following section, we outline the data sources we used in our Charleston
metro area housing market analysis and in our housing policy evaluation. We
also describe the analytical steps we took to produce our results.

DATA SOURCES

Data and estimates are derived from numerous government surveys on population, housing, and household income, as well as proprietary Multiple Listings
Service (MLS) data and short-term rental market data. A complete list of data
sources is provided below, along with a description of how the data was used.
We used data from the following sources to complete our analysis:
• AirDNA MarketMinder for data on short-term rental revenues in the City of

Charleston.

• ArcGIS Hub for data from the College of Charleston Santee Cooper GIS Labo-

ratory on vacant residential parcels in the Charleston metro area.

• Building permit data from the Cities of Los Angeles and Minneapolis.
• The City of Charleston for parcel-level zoning data.

• The Consumer Financial Protection Bureau’s Home Mortgage Disclosure Act

(HMDA) dataset for down payment amounts, interest rates, and loan-to-income
ratios for approximately 235,000 home mortgage applications between 2010
and 2020.

• Government Accountability Office (GAO) data on typical development costs

for housing units built through the Low Income Housing Tax Credit (LIHTC)
program.

• Multiple Listings Service (MLS) records for data on housing inventory and

home sales prices for approximately 260,000 listings between January 2010 and
June 2021.

• The National Association of Insurance Commissioners (NAIC) annual home-

owners insurance reports for homeowners insurance rates in South Carolina.

• National Flood Insurance Program policy dataset for data on flood insurance

costs in the Charleston metro area.

• The South Carolina Association of Counties 2020 Property Tax Rate by County

report for data on property tax rates in the Charleston metro area.

• The U.S. Bureau of Labor Statistics for Consumer Price Index data.

• The U.S. Census Bureau American Community Survey (ACS) for the number

of homeowners and renters; the number of housing units by tenure and structure
type; the proportion of households considered cost-burdened (overall and by
tenure); household income, and gross rents in the Charleston metro area.

• The U.S. Census Bureau Population Estimates Program (PEP) for data on popu-

lation growth in the Charleston metro area.

• The U.S. Department of Housing and Urban Development’s area median

income (AMI) estimates for the Charleston metro area.
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• Zillow.com and ApartmentList.com for data on typical rents in the Charleston

metro area.

In addition to analyzing data from these sources, we conducted a comprehensive
review of case studies and policy papers. This enabled us to identify policy tools
local governments around the country are using to address rising costs, and also
to evaluate their effectiveness and potential implementation barriers. This
research is cited in “Appendix C. References” on page C-1.

HOUSING MARKET
ANALYSIS

We summarized a number of key data points to characterize recent housing market trends and the current state of housing affordability in the Charleston metro
area, including:
1.

Summaries of population growth and changing income characteristics using
PEP and ACS data.

2.

A summary of recent rent trends using data from ACS, ApartmentList, and Zillow.

3.

A summary of recent home sale price trends using MLS data provided by
CTAR.

4.

Graphical and geospatial descriptions of the number of households considered
housing cost burdened using data from ACS.

5.

An analysis of the number of units considered affordable to different household
income brackets, and the number of households in each bracket, using ACS
data.

6.

An analysis of the afforability of recently-listed homes to different household
income brackets, using a custom-built owner housing cost model incorporating:
• ACS data on household incomes;

• HMDA data on down payment amounts, mortgage terms and interest rates;
• MLS data provided by CTAR;

• NAIC homeowners insurance data; and
• NFIP flood insurance data.

HOUSING POLICY
EVALUATION

7.

An analysis of loan-to-income ratios for home mortgage borrowers using
HMDA data.

8.

An analysis of the inventory of homes for sale using MLS data provided by
CTAR.

We reviewed case studies, policy papers, and housing market data from cities
across the country to evaluate the feasibility and potential impact of a number of
different housing policy proposals. We then reviewed available housing market
data and used our professional judgment to estimate the magnitude of a given
policy’s potential impact on housing supply.
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The policy proposals discussed in this report serve as broad blueprints that
would need to be customized to the Charleston metro area. For example, any
changes to local zoning codes would need to account for the region’s changing
flood risks. Because policy implementation would take different forms in the
Charleston metro area than in other cities—and could even vary between jurisdictions within the metro area—our estimates are not intended to serve as precise projections of the number of housing units added. Rather, they are meant to
allow comparison of the potential size of the impacts resulting from different
policy proposals.
We discuss our approach in greater detail below.

Capacity Building
Our suggestions for capacity-building are based on our review of similar successful initiative in other cities, as well as a series of interviews we conducted
with representatives of non-profit and for-profit developers as well as planning,
advocacy, and trade organizations engaged in housing issues in the Charleston
metro area. Many interviewees called for greater regional collaboration on
housing affordability. Several also suggested that streamlined or expedited permitting processes, especially for non-profit developers, would remove barriers
to increasing the local supply of housing to meet demand.

Housing Market Regulation
Our evaluation of housing market regulation policy proposals included:
1.

An estimate of potential accessory dwelling units (ADUs) that could built in the
Charleston metro area based on our review of:
• Existing ADU policies in the Charleston metro area;

• Best practices to improve ADU program accessibility; and

• Housing market data for Los Angeles and the Charleston metro area.
2.

An estimate of the potential housing units built as a result of upzoning low-density residential areas based on our review of:
• Upzoning policies in other cities and states;

• Housing market data for Minneapolis and the Charleston metro area; and
• Zoning data for the City of Charleston.
3.

An estimate of potential housing units built as a result of implementing transitoriented development (TOD) policy based on our review of:
• Plans for the Low Country Rapid Transit (LCRT) bus rapid transit (BRT) sys-

tem;

• Research on the impacts of BRT systems on housing prices and traffic con-

gestion; and

• Current zoning rules near the future site of the LCRT route.
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4.

An estimate of the potential housing units added if the City of Charleston were
to increase their workforce housing in-lieu fee rates based on our review of:
• Inclusionary zoning programs and in-lieu fee rates in other cities and
• Program statistics from the City of Charleston.

Funding and Land Asset Management
Our evaluation of funding and land asset management policy proposals
included:
1.

An estimate of the potential housing units that could be built through an affordable housing trust fund based on our review of:
• Information about Charleston County’s 2020 housing trust fund referendum;
• The affordable housing impacts of housing trust funds in other cities; and

• Estimates of affordable housing development costs from the U.S. Govern-

ment Accountability Office.

2.

An estimate of the potential housing units that could be built through the use of
a land bank based on our review of:
• Land bank policy in other cities;

• Data on vacant residential parcels in the Charleston metro area; and
• Data on housing units built by Philadelphia’s land bank.
3.

An estimate of the potential housing units that could be built using revenue from
a short-term rental (STR) tax based on our review of:
• STR taxes in other cities;

• STR market data for the City of Charleston; and

• Estimates of affordable housing development costs from the U.S. Govern-

ment Accountability Office.
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