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I.Executive Summary

PURPOSE OF REPORT As one of the fastest growing states in the country, Arizona has been home to 
population growth in recent years. Similar to other areas of the United States 
experiencing this growth, Arizona is also facing a severe housing shortage. In 
response, HB 2674 resulted in the creation of a legislative committee dedicated 
to this issue.

Arizona Association of REALTORS® retained Anderson Economic Group to 
conduct a study on the housing market in Arizona for this special committee 
tasked with studying housing supply. 

The purpose of this report is to identify promising housing policy based on both 
feasibility and capacity to have a meaningful impact on housing supply in the 
state of Arizona. 

OVERVIEW OF 
APPROACH

We undertook the following steps:

1. Completed a literature and policy review on the housing market status in Ari-
zona. To complete this review we:
• Compiled existing reports and analysis on the topic.
• Assessed existing housing and development policy.
• Attended legislative committee meetings discussing housing policy and this 

initiative.
2. Analyzed housing policy and barriers to development in Arizona. 
3. Analyzed the housing marking and availability for housing across key catego-

ries. 
4. Evaluated policy proposals in terms of their feasibility and potential impact on 

the region’s housing supply.

Note on Housing Availability and Housing Affordability. Although the 
objective of the report is to study housing availability (or the lack thereof) in 
Arizona, it is important to include analysis though the lens of affordability, in 
addition to various policy tools, to encourage housing development. 

In this report, we consider affordability by identifying the income level, geo-
graphical location, and housing tenure of households with an affordability prob-
lem. This careful identification directly points to where the availability is 
sparse, and answers questions on the Arizona housing shortage.

Analysis Regions. For the purpose of this report, and our housing availability 
analysis, we separated the state of Arizona into five regions. In our analysis, we 
refer to them simply as the East, West, North, South, and Central regions. 
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These regions are outlined below, and described in greater detail in the 
following chapter. 

FIGURE 1. AEG Defined Regions of Study in Arizona

OVERVIEW OF 
FINDINGS

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

 1. Arizona is short of at least 150,000 housing units with annual costs 
less than $15,000 to relieve its housing availability and affordability 
problem.
• Arizona’s population grew approximately 14% between 2010 and 2021, 

which is twice the U.S. average of 7.3%. Its housing stock has grown, but has 
not kept pace with population. 

• During the same period, housing vacancy rates fell by about 8%, which is 
almost three times the U.S. average drop of 2.8%. Median rents also rose by 
about 55% and median home values rose by increased by nearly 100%.

• As a result of these increasing prices, median- and higher-income households 
are downsizing. The effect of this in the housing market, is the increase in 
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prices of smaller units. Consequently, low-income households are being 
priced-out of the market.

• The most affected demographic are current renters with less than $50,000 
annual income, followed by home-owners in the same income category. This 
effect is most pronounced in the Central region of Arizona, followed by the 
South region.

• The percentage of individuals who can afford to buy an available home has 
been declining since 2015. The decline is most significant amongst current-
renters, and amongst them, the households looking to buy the lowest-priced 
homes on the market.

For more information, please see “Arizona Housing Market Analysis” on 
page 6 and “Current Housing Market in Arizona” on page 27.

 2. Leaders in Arizona should focus on three main categories of policy 
tools to tackle housing availability and affordability—capacity, regu-
lation, and asset management. 

• Capacity. Improving the capacity of local housing authorities to respond to 
housing issues through staffing, data use, or procedural changes; this includes 
establishing inter-jurisdictional partnerships and streamlining approval pro-
cesses. 

• Regulation, Changing housing market regulations to increase the number of 
market-rate housing units or to incentivize developers to create new affordable 
housing; this includes encouraging development of Accessory Dwelling Units, 
upzoning, relaxing Impact Fee restrictions, and regulating Short-Term Rentals. 

• Asset Management. Creating land asset management strategies and funding 
sources to develop new affordable housing units. This means making the Hous-
ing Trust Fund stronger, creating Lank Banks and Tax-Increment Financing 
Districts, and expanding Industrial Development Authorities. 

For more information, please see “Housing Policy Evaluation” on page 33.

 3. Housing policy in Arizona should be focused on the “missing mid-
dle” in order to have a meaningful impact on housing availability 
and affordability.

In the missing middle lies the majority of the housing shortage in Arizona. 
There are very few homes in the mid-size category of multi-family structures 
between 5 and 20 units. In fact, the number of homes in this category actually 
decreased from 2010 to 2021; for structures with 10-19 units, the decrease is as 
drastic as 26%. Additionally, there are not enough single-family homes with 
annual monthly payments totaling less than $15,000. 

Ideally, leaders in Arizona should employ multiple policy tools simultaneously 
to work toward relief of the housing shortage. There are six areas for policy 
tools that would likely be most productive:
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1. Upzoning
2. Streamlining 
3. Accessory Dwelling Units (ADU)
4. Short Term Rentals (STR)
5. Land Banks
6. Tax Increment Financing (TIF)

Upzoning. 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. 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. Parking requirements are another potential obstacle to 
building “missing middle” housing, as they can increase development costs, 
while also taking up space that could be used to build more homes. 

Streamline the approval process. 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 develop-
ments—without compromising these goals. Policymakers in Arizona could 
remove barriers to affordable housing development by exploring similar policy 
changes in their jurisdictions.

Accessory Dwelling Units.  With more robust program resources and greater 
adoption throughout the state, ADU legalization could add significantly to Ari-
zona’s housing supply. These units can provide additional housing availability 
in a range of scenarios from space for elderly who can longer live fully indepen-
dent of caregivers, to adult children who may move back home after college. 
This provides some relief on demand for rental units. Improving the availability 
of ADU financing could also have a significant impact.

Short Term Rentals. STRs in Arizona have increased at an exponential rate 
over the decade; they have grown by as low as 48% and as high as 125% in cit-
ies across the state. Allowing local governments to create regulations that fit the 
needs of the community would encourage economic growth while maintaining a 
healthy supply of housing.

Land Banks. 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. Land banks can 
also help to hold land strategically for future AHU building in areas with rising 
housing costs. 

Tax Increment Financing. Taxes collected from TIF districts contribute to 
other developments in the district. This could include investments in planned 
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communities, environment, tourism, and low income housing. The new admin-
istration governing the only TIF district in Arizona, Rio Nuevo, provides an 
insight into the potential for success behind a well managed TIF; Rio Nuevo in 
Tucson has added billions in economic impact and created 5 housing develop-
ments.

For more information please see “Housing Policy Recommendations for Ari-
zona” on page 41 and “Barriers to Policy Recommendations” on page 47.

ABOUT ANDERSON 
ECONOMIC GROUP

Founded in 1996, Anderson Economic Group is a boutique research and con-
sulting firm with offices in East Lansing, Michigan, and Chicago, Illinois. The 
experts at AEG have significant experience in public policy and economic anal-
ysis 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. Arizona Housing Market Analysis

Rising housing costs is a pressing issue facing communities across the country, 
including Arizona. The state’s population boom in the last decade was not 
followed by a sufficient housing supply. This has caused a rapid rise in rents and 
home values, and has placed a significant economic burden on its residents.

This section studies the housing markets in Arizona as a whole, and separately, 
within its five regions. It first outlines the five regions, and then defines the 
three categories of housing within Arizona. Next, it describes the key trends in 
the state’s housing markets. Finally, it summarizes the areas of housing shortage 
and identifies target demographics and income levels for new housing supply.

OUTLINE OF 
GEOGRAPHICAL 
REGIONS AND 
HOUSING UNITS

AEG Defined Geographical Regions of Arizona

For a detailed analysis of the different housing markets within Arizona, the state 
is divided into five distinct geographical regions. These regions are outlined in 
Figure 2 on page 6 and defined in Table 1 on page 7.

FIGURE 2. AEG Defined Regions of Study in Arizona

Source and Analysis: Anderson Economic Group
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The five AEG defined regions are a group of counties selected based on 
geographical and economic significance. In particular: 

North Region. It comprises Yavapai and Coconino counties, including cities 
such as Prescott and Flagstaff, with around 350,000 residents. The key urban 
area in the region is Prescott Valley-Prescott MSA. The region is known for its 
four communities Prescott, Prescott Valley, Chino Valley, and Dewey. 

South Region. It comprises Pima and Santa Cruz counties, including cities such 
as Tuscon and Nogales. The key urban area in the region is Tuscon MSA. 
Tuscon region is home to a little over one million residents, the second highest 
in Arizona. It is also home to an Indian tribe known as Tohono O’odham 
Nation.

Central Region. It comprises Maricopa and Pinal counties, including cities 
such as Phoenix, Mesa, Scottsdale, and Florence. The key urban area in the 
region is Phoenix-Mesa-Glendale MSA. The Phoenix region is home to nearly 
five million residents, the highest in Arizona. 

East Region. It comprises Navajo, Apache, Greenlee, Graham, Gila, and 
Cochise counties, including smaller cities such as Bisbee and Holbrook, with 
around 400,000 residents. The key urban area in the region is Prescott Valley-
Prescott MSA. The region is home to one of the largest Indian tribes in the 
country, the Navajo Nation.

West Region. It comprises Yuma, Mohave, and La Paz counties, including 
cities such as Yuma and Kingman, with around 450,000 residents. The key 
urban areas in the region are Yuma and Lake Havasu MSAs. The region is 
mainly covered by mountains and deserts and is also home to multiple Indian 
tribes. 

Source: Arizona Commerce Authority (County Profiles); AEG (Classification of Regions)
Analysis: Anderson Economic Group

TABLE 1. Summary Overview of Five Arizona Regions

Regions Counties
Land Area in 
Square Miles

Estimated 
Share of AZ 
Population

North Yavapai, Coconino 26,742 5.0%

South Pima, Santa Cruz 10,424 15.5%

Central Maricopa, Pinal 14,566 67.0%

East Navajo, Apache, Greenlee, 
Graham, Gila, Cochise

38,537 6.0%

West Yuma, La Paz, Mohave 23,325 6.5%

                                                    Total 113,594 7,276,316
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Classification of Housing Units in Arizona

For convenience of analysis and ease of description throughout this report, both 
owner-occupied and renter-occupied residential units in Arizona are classified 
into three categories. These three categories are used describe houses in Arizona 
based on their relative price points in the market. 

Rental units are compared only against other rental units, and owner-occupied 
units are only compared against other owner-occupied units. The three 
categories are defined as follows: 

1. Low Priced Unit: Rental unit (owner-occupied unit) that is priced such that 25% 
of all rents (home values) of renter-occupied units (owner-occupied units) in 
Arizona are below the value, and 75% are above.

2. Median Priced Unit: Rental unit (owner-occupied unit) that is priced such that 
50% of all rents (home values) of renter-occupied units (owner-occupied units) 
in Arizona are below the value, and 50% are above.

3. High Priced Unit: Rental unit (owner-occupied unit) that is priced such that 
75% of all rents (home values) of renter-occupied units (owner-occupied units) 
in Arizona are below the value, and 25% are above.

These labels are simply a convenient method to describe their relative prices in 
a housing market, and do not account for size of unit, location etc. For example, 
a low-priced unit could be a 4-bedroom rental mansion in a remote location 
while a high-priced unit could be a tiny 1-bedroom unit in a desirable location.
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DESCRIPTION OF THE 
HOUSING MARKET

Population Growth

Population growth, either from natural change (births minus deaths) or 
migration from other regions, is the biggest driver of housing demand in any 
market. Arizona is no different. The state has experienced rapid population 
growth in the last decade. Since 2010, it has gained close to a million new 
residents—a 13% growth during the time when the total U.S. population grew 
only by 7.5% (see Table 2 on page 9).

The population increase has been uneven across the state, and observes three 
key patterns: 

1. Most of this population gain has been in the Central region of the state, which 
absorbed 85% of Arizona’s growth during the period. In terms of both absolute 
and relative increase, the Central region has witnessed the largest growth. 

2. The second largest increase was in the South region, which absorbed about 8% 
of Arizona’s growth, which is almost 70,000 new residents.

3. The rest 7% of Arizona’s growth was located the North and West regions. A 
population growth of 12% in the North region from its 2010 base is a notable 
one.

Moving forward, Arizona’s population is poised to grow by almost 26% from 
2020 to 2040, adding nearly 1.8 million new residents to the state. Most of this 
growth is expected to occur in the Maricopa and Pinal counties—the two 
counties that make up the Central region and most new residents that the state 
attracts are from California, Washington, and Texas.

Source: AEG analysis of base data from the American Community Survey 1-year estimates. 

TABLE 2. Population Trends in Arizona, 2010-2021

Region 2010 2015 2021
2010 to 2021

Absolute Growth  Relative Growth
Arizona  6,413,737  6,828,065 7,276,316 862,579 13.4%

North 345,712 361,352 387,305 41,593 12.0%
South 982,154  1,010,025 1,052,030 69,876 7.1%
Central  4,211,213  4,574,531  4,946,145 734,932 17.5%
East 311,016 306,178 299,820 (11,196) -3.6%
West 396,690 409,012 424,682 27,992 7.1%

Memo: U.S. 309,349,689 321,418,821 331,893,745 22,544,056 7.3%
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Housing Structures

Housing structures determine the supply side of a housing market while 
population growth is the demand side. Housing units in Arizona grew by about 
10% between 2010 to 2021, whereas population grew by 13% during the same 
period. While this gap between demand and supply may appear small, it has had 
a significant impact on the housing prices in Arizona. 

Arizona added about 300,000 new housing units between 2010 to 2021, most of 
which were single family housing, followed by multifamily structures with 20 
or more units. Arizona’s housing supply in the last decade is displayed in 
Table 3 on page 10.

 

Notes: Detailed tables of housing structure types based on AEG defined regions is in Table A-1 on 
page A-1 of the Appendix.
Source: AEG analysis of base data from the American Community Survey 1-year estimates of the 
U.S. Census Bureau. 

Location of new structures across Arizona. Of the approximately 300,000 
new units in Arizona, about 225,000 were in the Central region (see Table A-1 
on page A-1). The remaining 75,000 units were split amongst the South, 
North and West regions. These trends have been consistent with the trends in 
population growth. 

Nevertheless, housing markets function at a local level. Therefore, a more 
detailed picture of housing supply and demand gap at the regional level are 
presented in Table 4 and Table 5 on page 12.

TABLE 3. Housing Units in Arizona by Structure Type, 2010-2021

Structure Type 2010 2021
2010 to 2021

Absolute Growth Relative Growth
1 unit 1,940,197 2,201,550 261,353 13.5%
2 to 4 units     215,940     220,779     4,839 2.2%
5 to 9 units     121,145     115,712 (5,433) -4.5%
10 to 19 units     147,529     109,099 (38,430) -26.0%
20 or more units     105,786     191,617 85,831 81.1%
Mobile home or other     316,141     299,928 (16,213) -5.1%
Total 2,846,738 3,138,685 291,947 10.3%
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Gap in Supply and Demand of Housing

The gap in a housing market is the difference between number of households in 
a region and the number of available housing units to accommodate these 
households. An average American household consists of about 2.6 people.1 
Using this number, we can derive two simple rules for roughly approximating 
the gap between housing demand and supply—one on an absolute basis, and 
another on a relative basis. These two rules to estimate the gap are only 
approximations, and are not intended to be precise estimates.

Absolute gap between households and housing units. When each household 
consists of about 2.6 people on average, for supply to adequately serve demand 
in a region, increase in the number of housing units should be about 40% the 
increase in growth of population.2 

From Table 4 on page 11, both the number of households and housing units 
increased between 2010-2021 in every region, except the East. However, only 
in the Central region did the growth number of households exceed the growth in 
number of housing units, indicating more households moved into the region 
compared to the number of housing structures that were built. This absolute gap 
between supply and demand has manifested in its higher rents and home values.

Notes: Difference = population growth/2.5 - housing unit growth
Source: Table  on page 9 for population growth; Table  on page 10 and Table A-1 on 

page A-1 for growth in housing units.
Analysis: Anderson Economic Group.

1.  AEG analysis of base data from the American Community Survey 1-year estimates of the 
U.S. Census Bureau. 

2. Number of households is equal to population / average size of household (2.5), which is equal 
to 40% times the population.

TABLE 4. Absolute Gap in Households and Housing Units in Arizona, 2010-2021

Region Population Growth Housing Unit Growth Difference

Arizona 862,579 291,947 53,085

North 41,593 20,066 (3,429)

South 69,876 33,560 (5,610)

Central 734,932 228,265 65,708

East (11,196) (3,730) (748)

West 27,992 14,390 (3,193)
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Relative gap between households and housing units. A corollary of the first 
simple rule is that the relative growth in housing units should approximately 
match the relative growth in population. As Table 5 on page 12 indicates, the 
growth in housing units has lagged behind the growth in population in the 
Phoenix and Quad Cities regions, but has remained relatively the same 
elsewhere. However, even this small difference in the two regions has 
manifested in increased rents and home values.

Source: Table  on page 9 for population growth; Table 3 on page 10 for growth in housing 
units, and Table A-1 on page A-1 for growth in housing units at the regional level.

Analysis: Anderson Economic Group.

Decline in vacancy rates. Besides the Central and North regions, where new 
supply was inadequate against new demand, the new demand dipped into the 
existing supply of vacant houses to make up for the gap. Vacancy rates measure 
the extent of this dip, which is a share of vacant over total units. 

As Table 6 on page 12 shows, Arizona’s vacancy rate declined by almost 8% 
between 2010-2021 when the decline across the U.S. was about 3%. In fact, 
despite the additional supply, vacancy rates decreased for all regions. Central, 
North and West regions saw the sharpest declines. These declines indicate a 
tightening of the housing market, causing an increase in rents and home values.

Source: AEG analysis of base data from the American Community Survey 1-year estimates of the 
U.S. Census Bureau. 

TABLE 5. Relative Gap in Households and Housing Units in Arizona, 2010-2021

Region Population Growth Housing Unit Growth Difference

Arizona 13.4% 10.3% 3.2%

North 12.0% 11.5% 0.5%

South 7.1% 7.6% -0.5%

Central 17.5% 12.7% 4.8%

East -3.6% -2.5% -1.1%

West 7.1% 7.2% -0.2%

TABLE 6. Vacancy Rates of Housing Units in Arizona by Region, 2010-2021
2010 2015 2021 Change 2010-2021

Arizona 18.0% 15.9% 10.2% -7.8%

North 22.4% 20.7% 13.8% -8.6%

South 13.3% 12.4% 8.8% -4.5%

Central 16.5% 13.5% 8.1% -8.4%

East 30.4% 31.2% 24.1% -6.3%

West 24.6% 23.5% 16.8% -7.8%

Memo: U.S. 13.1% 12.3% 10.3% -2.8%
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As of 2021, the lowest vacancy rates were in the Central region, followed by 
South and North. This implies the inventory of housing units is dwindling in the 
regions, and requires an immediate supply of new housing units to 
accommodate increases in demand. Moving forward, any marginal increase in 
demand for housing will result in disproportionate increases in rents and home 
values in these regions.

FIGURE 3. Vacancy Rents of Housing Units in Arizona by Region, 2010-2021

Source: AEG analysis of base data from the American Community Survey 1-year estimates 
of the U.S. Census Bureau.
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Monthly Rents Across Arizona Regions
A decrease in vacancy rates has tightened the housing market and has caused a 
significant increase in prices—rents for renter-occupied units, and home values 
for owner-occupied units.

Rent increases in Arizona. Between 2010 and 2021, monthly rent for residents 
living in Arizona experienced a significant increase. This increase was across all 
three types of units—low-priced, medium-priced, and high-priced. Rent of a 
median-priced unit increased by 55% from $709 in 2010 to $1,099 in 2021. 
However, the highest rent increase was for high-priced units, indicating a higher 
demand for these types of units (see Table 7 on page 14). These high-priced 
units are likely newer, larger, in a desirable location, or a combination of factors. 

Across regions of Arizona, as shown in Table A-2 on page A-3, the highest 
increase was in Maricopa county of the Central region by about 65% and 
Coconino county of the North region by nearly 50%. 

Notes: See Table A-2 on page A-3 for details on rents at the regional level.
Source: American Community Survey 1-year estimates (2010-2021); Bureau of Labor Sta-

tistics for inflation; U.S. Census Bureau for Median Household Income.
Analysis: Anderson Economic Group

TABLE 7. Monthly Median Rents in Arizona, 2010-2021

Type of 
Rental Unit 2010 2015 2021

Increase in 
Median Rents

Increase in Median 
Household Income

Low Priced $540 $595 $801 48.3% 51.1%

Median Priced $709 $791 $1,099 55.0% 51.1%

High Priced $934 $1,015 $1,459 56.2% 51.1%
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FIGURE 4. Median Contract Rents in Arizona by Counties, 2021

Notes: See Figure 17, “Map of Arizona Regions by County Subdivisions,” on page A- 8 for definitions of county sub-divisions.
Source: American Community Survey 5-Year Estimates (housing data); Anderson Economic Group (regions).
Analysis: Anderson Economic Group 
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North Region. The residents in Coconino county experienced an increase in 
monthly rent from $830 in 2010 to $1,172 in 2021. Monthly rent in Yavapai 
county also increased from $658 in 2010 to $941 in 2021. See Figure 5 on 
page 16. 

FIGURE 5. Trends in Monthly Rent, North Region Counties, 2010-2021

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

South Region. The residents in Pima county experienced an increase in 
monthly rent from $648 in 2010 to $867 in 2021. During the same period, 
monthly rent in the Santa Cruz county remained steady. See Figure 6 on 
page 16. 

FIGURE 6. Trends in Monthly Rent, South Region Counties, 2010-2021

Note: The analysis for Santa Cruz county is from 2010-2020. 
Source: AEG analysis of base data from U.S. Census Bureau
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Central Region. The residents in Maricopa county experienced an increase in 
monthly rent from $744 in 2010 to $1,228 in 2021. Monthly rent in Pinal county 
also increased from $667 in 2010 to $911 in 2021. See Figure 7 on page 17. 

FIGURE 7. Trends in Monthly Rent, Central Region by Counties, 2010-2021

Source: AEG analysis of base data from U.S. Census Bureau
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Home Values Across Arizona Regions 

Home value increases in Arizona. Between 2010 and 2021, home values in 
Arizona experienced a significant increase. This increase was across all three 
types of homes—low-priced, medium-priced, and high-priced. The median-
priced home value increased by 100% from $168,800 in 2010 to $336,300 in 
2021. However, unlike the rental units, the highest home value increase was for 
low-priced homes (see Table 8 on page 18).3 

The key difference of price increase patterns in the two markets—rent increases 
were highest for high-priced rental units, while home value increases were 
highest for low-priced homes—reveals important information: households are 
opting to rent high-priced rentals, which are likely larger or in more desirable 
neighborhoods and transition to first-time home-owners by opting for the single 
family units in the low-priced category of homes. 

Across regions of Arizona, as shown in Table A-2 on page A-3, the highest 
increase were in the two counties of the Central region by approximately 125% 
and the North region by roughly 75%. 

Notes: See Table A-3 on page A-5 for details on rents at the regional level.
Source: American Community Survey 1-year estimates (2010-2021); Bureau of Labor Sta-

tistics for inflation; U.S. Census Bureau for Median Household Income.
Analysis: Anderson Economic Group

3. While a portion of this increase can be attributed to Federal Reserve’s policy of low interest 
rates during 2010-2021 that inflated the mortgages that households could afford, a significant 
portion of the increase is due to an insufficient supply of housing units. 

TABLE 8. Home Values in Arizona, 2010-2021. 

Type of 
Home 2010 2015 2021

Increase in 
Home Value

Increase in Median 
Household Income

Low Priced $104,600  $118,900 $215,100 105.6% 51.1%

Median Priced $168,800  $194,300 $336,300 99.2% 51.1%

High Priced $270,500  $308,400 $482,400 78.3% 51.1%
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FIGURE 8. Median Home Values in Arizona by Counties, 2021

Notes: See Figure 17, “Map of Arizona Regions by County Subdivisions,” on page A- 8 for definitions of county sub-divisions.
Source: American Community Survey 5-Year Estimates (housing data); Anderson Economic Group (regions).
Analysis: Anderson Economic Group
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North Region. The residents in Coconino county experienced an increase in 
home values from $233,800 in 2010 to $393,900 in 2021. Yavapai county also 
recorded similar trends. See Figure 9 on page 20. 

FIGURE 9. Trends in Home Values, North Region Counties, 2010-2021

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

South Region. The residents in Pima county experienced an increase in home 
values from $173,200 in 2010 to $261,600 in 2021.The sparsely populated 
Santa Cruz county indicated little change in home values in this period. See 
Figure 10 on page 20.

FIGURE 10. Trends in Home Values, South Region Counties, 2010-2021

 Source: AEG analysis of base data from U.S. Census Bureau
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Central Region. The residents in Maricopa county experienced an increase in 
home values from $180,800 in 2010 to $383,500 in 2021. Pinal county also 
recorded similar trends. See Figure 11 on page 21. 

FIGURE 11. Trends in Home Values, Central Region Counties, 2010-2021

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

Measuring Housing Affordability 

The increase in rents and home values without a proportional change in incomes 
or wages directly manifests into a decrease in housing affordability. However, 
measuring housing affordability accurately is complex, and is largely affected 
by macroeconomic factors in addition to the individual’s income. 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. 

Due to the multifaceted nature of housing costs, there are a number of different 
ways to define housing affordability. This study uses two simple measures to 
quantify housing affordability in Arizona:

1. Benchmarking incomes to home values
2. Estimating share of cost burdened households. 

Benchmarking incomes to home values. Household income is the 
determining factor on whether a household can afford to own a home. It also 
determines the type and age of home, location, and other amenities in the unit 
and the region. If a household’s income is insufficient to cover a home’s 
mortgage/direct cash payments and other expenses, the household may have to 
opt for a smaller unit, or continue in a rental unit, or even relocate to a different 
region.

Furthermore, benchmarking incomes and home values also help determine the 
differing impact of housing costs on different segments of society. For example, 
in any given year, if a household with the region’s 50th percentile income can 
afford a mortgage equivalent to a 50th percentile home value, we can say 
“housing is affordable to the 50th income percentile”. However, if a household 
with the region’s 50th percentile income can afford mortgages only lower than 
50th percentile (say, 30th) we can say “housing is relatively expensive for the 
50th income percentile.” Housing affordability is even distributed if households 
with 25th percentile income can afford 25th percentile homes, 50th percentile 
income can afford 50th percentile homes, and so on. This method is used to 
benchmark affordability of housing in Arizona from 2015-2020 in Table 9 on 
page 23.

Note on affordability. The Table 9 on page 23 defines affordability as the 
maximum mortgage obtainable at a conventional fixed-rate 30 year financing 
with a 20% down payment, and payments not exceeding 25% of household 
income. It does not make any assumptions whether households are even willing 
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to spend the amount on buying a house, but simply measures (in a very narrow 
economic sense) whether they have a choice if they wish to. This directly 
implies that the estimates in Table 9 are over-estimates of affordability as many 
households might be unwilling/unable to be stretched to their maximum limit to 
buy a house.

Source: Survey of Income and Program Participation (2014 Waves 3 and 4, 2015 to 2020); American Community Survey 1-year 
estimates (2014-2019); American Community Survey 5-year estimates (2020); Freddie Mac (historical mortgage rates).

Analysis: Anderson Economic Group.

The following key points stand out from the estimates in Table 9.
1. Share of households that can buy a house in Arizona has decreased over the 

years (shown in all rows of Table 9 except d and g). Only certain households in 
owner-occupied houses could afford to buy “median priced” or “high priced” 
homes (shown in rows d and g of Table 9). With a high probability, these are 
households with paid off mortgages or homes on the more expensive end.

2. Affordability has decreased the most for “low priced” homes followed by 
“median priced” and then “high priced” (compare rows c, f, and i of Table 9). 
This implies, the affordability has decreased the most for households on the 
lower end of the income distribution. The differences in affordability across the 
three house segments also indicates that more wealthy households can downsize 
and move into smaller units, thereby crowding out less wealthy households 
from the housing market.

3. Finally, the most adversely affected are households in renter-occupied units. 
The share of households that can transition from renting to owning has 
decreased consistently across the years (see rows b, e, and h of Table 9). A large 
decrease in the households that can afford a “low priced” home further suggests 
that low-income households are being crowded out from the market, while 
allowing the middle- and high-income households to be flexible and downsize, 
and at least afford an owner-occupied living arrangement.

TABLE 9. Percentages of Owners and Renters Who Could Afford to Buy a Home in Arizona, 2015-2020

Type of Home Tenure 2015 2016 2017 2018 2019 2020a
Change

2015-2019

Low Priced 

(a) Owner 76.3 77.2 78.1 67.4 74.1 74.1 -2.2

(b) Renter 44.1 47.7 44.1 39.5 39.8 39.8 -4.3

(c) Total 64.2 66.9 65 57.5 61.6 61.6 -2.6

Median Priced 

(d) Owner 59 59 62.1 52.5 59.6 59.6 0.6

(e) Renter 23.5 22.1 21.3 21 22.2 22.2 -1.3

(f) Total 46.4 46.5 46.3 41.5 46.1 46.1 -0.3

High Priced 

(g) Owner 38.7 38.6 42.5 35.6 41.3 41.3 2.6

(h) Renter 11.8 9.4 12.2 5.6 10.2 10.2 -1.6

(i) Total 29.3 28.9 30.7 25.4 30.3 30.3 1

a. These estimates are not directly comparable with the previous years because of insufficient sample size during the survey 
due to the Covid-19 pandemic.
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Estimating share of cost burdened households. This approach quantifies 
housing affordability by classifying current housing costs below 30% of 
household income as ‘affordable’ and housing costs above that threshold as 
‘cost-burdened.’4 Almost one-third (30.5%) of households in Arizona were 
considered housing cost burdened in 2021, which is more than 800,000 of 
households in the state. More than 75% of these households are in the Central 
region, followed by the South. See Table 10 on page 24.

Source: AEG analysis of base data from the American Community Survey 1-year estimates of the U.S. Census Bureau.

However, the number and share of cost burdened households has decreased 
across Arizona consistently between 2010- 2021 as shown in Figure 12.

FIGURE 12. Share of Cost Burdened Households in Arizona, 2010-2021

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

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 afford-
ability for housing in the U.S. today.

TABLE 10. Share of Cost-Burdened Households in the Five Regions of Arizona, 2010-2021
2010 2015 2021 Change 2010-2021

Households % Total Households % Total Households % Total Households % Total

Arizona 889,138 39.4% 771,296 32.6% 834,027 30.5% (55,111) -8.9%

North    53,027 40.9%    43,363 32.0%    51,558 31.9%  (1,469) -9.0%

South 143,205 38.6% 130,113 34.2% 130,089 31.1% (13,116) -7.5%

Central 591,622 40.7% 512,746 33.1% 564,957 31.1% (26,665) -9.6%

East    27,135 27.9%    25,044 26.0%    20,975 20.5%  (6,160) -7.4%

West    55,549 38.3%    44,189 30.0%    50,138 29.5%  (5,411) -8.8%

Memo: U.S. 42,230,264 38.1%  38,098,508 33.3% 39,348,485 31.8% (2,881,779) -6.2%
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Although the share of cost burdened households is decreasing in aggregate, 
certain demographics and geographies will be differently affected. This requires 
a deeper look of the share by income (presented in Table 11 on page 25) and 
separately by geography (Table A-4 on page A-7). 

TABLE 11. Number and Share of Cost Burdened Households in Arizona, 2021

Source: AEG analysis of base data from the American Community Survey 1-year estimates of the U.S. Census Bureau. 

The tables together highlight the following key points.
1. Arizona had about 830,000 cost burdened households in 2021, of which about 

630,000 were with an annual income of less than $50,000. A similar trend holds 
across all the five regions of Arizona as shown in Table A-4 on page A-7. 

2. Amongst renter households making less than $50,000 annually, between 65%-
95% are cost-burdened. This rate is around 90-95% amongst households mak-
ing less than $35,000 annually. Amongst owner households making less than 
$50,000 annually, this rate is between 50%-75%. Again, the pattern is similar 
across Arizona’s five regions as shown in Table A-4 on page A-7. This is fur-
ther evidence that housing cost burden lies disproportionately on the low-
income households as the wealthier households have the flexibility of downsiz-
ing and moving to less expensive units. 

3.  The highest share of cost-burdened households are the low-income households 
from the Central region, followed by the North and South. In the Central region 
alone, amongst households with less than $50,000 annually, between 75% to 
95% are housing-cost-burdened. Even in terms of absolute numbers, the Central 
region has more cost-burdened households than rest of the state combined.

Less than $20,000 $20,000 to $34,999 $35,000 to $49,999 $50,000 to $74,999 $75,000 or more
Households % Total Households % Total Households % Total Households % Total Households % Total

Owner 113,920 76.4% 83,302 48.7%     78,502 39.4%     72,758 22.3% 49,061 4.7%
Renter 130,517 94.2% 133,310 89.3%     94,563 65.9%     59,996 35.7%          -   -
Total 244,437 85.0% 216,612 67.6% 173,065 50.5% 132,754 26.8% 49,061 4.7%
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FIGURE 13. Share of Occupied Units Considered Housing Cost Burdened, 2020

Notes: Cost burdened households are defined as households whose housing costs are 30% or more of their household income. 
Areas at 0.0% have 12 or fewer occupied housing units. The area at 100.0% has an estimated 5 occupied housing units. See 
Figure 17, “Map of Arizona Regions by County Subdivisions,” on page A- 8 for definitions of county sub-divisions.

Source: American Community Survey 5-Year Estimates (housing data); Anderson Economic Group (regions)
Analysis: Anderson Economic Group.
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CURRENT HOUSING 
MARKET IN ARIZONA

This section discusses the state of the housing market in Arizona as of the 
writing of this report. It elaborates upon housing market characteristics, as well 
as housing affordability in various regions of the state for owner as well as 
renter occupied units. 

Housing inventory has not kept up with population growth. The graph below 
shows active listings in Arizona between 2016 and the 2022. It indicates that 
inventory as measured by active listings has been on the decline through the 
first quarter on 2022, only to begin ticking up in the next two quarters due to a 
tight post-pandemic market, yet still 7,000 units below 2016 Quarter 3 level. 

FIGURE 14. Housing Inventory: Active Listing Count in Arizona

Source: Realtor.com via St Louis FRED

Affordability, in addition to availability, is an equally important contributor 
toward the current state of the housing market in Arizona. In 2021, only 26 
households per 100 households were affordable and available in the state. The 
situation was more dire in the Phoenix-Mesa-Scottsdale area, with an 
availability of only 20 homes per 100 homes.5 As of 2022, the affordability has 
only decreased; the following sections look the affordability among renter and 
owner occupied units. 

5. National Low Income Housing Coalition, “The GAP: A shortage of Affordable Homes”, April 
2022
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Renter Occupied Units

Median rent across all regions of the state was $1,779 in September 2022.6 It 
reflects an increase of 62% from $1,099 in 2021, and a 7 percentage point 
increase from the 55% growth between 2010 and 2021.7 

The median rent in 2022 highlights that rents across all regions of the state have 
not only continued on an upward trajectory since 2010, but increased by steeper 
levels in the past year.8 

FIGURE 15. Median Price of Renter Occupied Units by Region, 2022

*Median Income threshold is defined as 30% of the State Median Income as of 2021
Source: Median rent is derived from Multiple Listings Service data on prices of leased res-
idential-rental units in the state of Arizona as of September 2022.

The increase in median rent implies that renters now need to earn more in order 
to continue able to afford the same housing. The table below illustrates monthly 
median rents by region and the affordability requirement for renters as 
measured by their monthly household incomes.

6. The analysis on median rents is produced from Multiple Listing Services data provided by the 
Arizona Association of REALTORS®. The data provides listings on owner and renter occu-
pied units as of September 2022. 

7. The analysis is dependent on MLS data provided in September 2022. List prices in the data 
may be a reflection of post-pandemic phenomena such as high interest rates and demand for 
housing, supply bottlenecks, and a skewed availability of pricier housing. 

8. For more information, please see Appendix A-2 and 
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Notes: The median income requirement is derived from the criteria that affordable housing 
must not exceed 33% of the pre-tax household income, 
Source: Data from Multiple Listing Service and AEG analysis of base data from the Ameri-
can Community Survey 1-year estimates of the U.S. Census Bureau.

TABLE 12. Median Rent by Region and Income Requirements, 2022

Region Median Rent
2022

Median Income 
Requirement

Arizona $1,779 $5,338

 North $2,147 $6,441

 South $1,650 $4,950

 Central $2,150 $6,450

 East $1,475 $4,425

 West $1,470 $4,410
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Owner Occupied Units
The current market for owner occupied units closely mirrors the market for 
rental units. Between 2021 and 2022, the median home sale price in the state has 
increased from $336,300 to $433,200, or 29%, for a median priced home. 

FIGURE 16. Median Home Sale Price of Owner Occupied Units by Region, 2022

*Residential Homes include properties categorized as Residential and Multifamily Units in 
Multiple Listing Service data
**Median price threshold is defined as the median home price in Arizona as of 2021. It is 
derived from AEG analysis of base data from the American Community Survey 1-year esti-
mates of the U.S. Census Bureau; Bureau of Labor Statistics for inflation and wage growth.
Source: Home sale price is proxied by list prices of residential units in the state of Arizona 
as of September 2022, provided by Multiple Listing Services

Like the median rent, the increase in median home sale prices implies that 
affordability has decreased for potential buyers for the same type of housing. 
Table 14 below illustrates median home sale prices by region and the monthly 
household income requirement to afford the current median home in 2022.
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Notes: Median income requirement is based on the assumption of a 20% down-payment, 
the annual 30-year fixed mortgage rate as of October 2022 and that the monthly mort-
gage payment is 25% of the median household income.

Source: Multiple Listing Service data and AEG analysis of base data from the American 
Community Survey 1-year estimates of the U.S. Census Bureau.

The current housing affordability statistics as discussed above illustrate some 
key points about the market:
• The household income requirements for a median renter is highest in the Phoe-

nix region at $6,450; for owners, it is again highest in the Phoenix region, at 
$6,586. 

• The household income requirements for median renters is lowest in Western 
Arizona, at $4,410 per month and for median owners it is lowest in the Eastern 
Arizona regions, at $4,355. 

• On an average, the median household income in Arizona needs to be $5,338 per 
month for a household to afford a renter occupied unit and $5,890 for an owner 
occupied unit. 

TABLE 13. Median Home Sale Prices by Region and Income Requirements, 2022

Region
Median Home Sale Price

2022
Median Income Requirement

2022

Arizona $433,400 $5,890

 North $484,000 $6,487

 South $389,000 $5,214

 Central $490,000 $6,586

 East $324,900 $4,355

 West $479,000 $6,420
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CONCLUSIONS Arizona, in the last decade, has witnessed a significant growth in both—
population, and units to house this population. However, the supply of housing 
units has not kept pace with demand from the growing population. 
Consequently, median rents and home values have gone up significantly, 
sometimes by more than two-fold. This has made housing expensive or 
unaffordable to a large section of the state’s residents. 

The most adversely affected by rising housing costs are households making less 
than $50,000 annually, and amongst them, the current renters. Another affected 
demographic is families who are currently renting, but wish to become first-
time home-owners. These are often households compelled to rent a relatively 
larger unit to accommodate their family, but would prefer to own a modestly-
priced single family unit.

Amongst the five regions, the most acute shortage is in the Central region, 
followed by the North and South. The following are the key parts to the 
solution:

1.  The overarching long-term goal of any changes in housing policy must be to 
facilitate quick increases in supply as a response to increases in market demand. 
This involves changing housing market regulations that incentivize developers 
to construct more units; improving the capacity of housing authorities to 
smoothen the process of licensing, inspections etc; finding sustainable solutions 
to land, water and power usage to support future growth.

2. Amelioration of the current problem (without an increase in demand) requires 
increasing supply of housing units to cater to the affected demographic. This is 
roughly 150,000 additional housing units across Arizona with annual costs of 
less than $15,000. With all probability, the number of units should be greater as 
the population is expected to grow. About 65% of the 150,000 additional units 
should cater to residents of the Central region.
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III. Housing Policy Evaluation

We reviewed the existing housing policy landscape to identify policy changes 
with the most potential to improve housing availability in Arizona. 

In this section, we describe the role of local government in U.S. housing policy. 
Next, we provide an overview of the various approaches taken to improving 
housing availability and affordability. Then, we discuss potential policies that 
could help increase housing supply and support new housing units.

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

We acknowledge that housing availability is affected by the federal govern-
ment’s role in affordable housing, particularly through programs like Low-
Income Housing Tax Credits (LIHTC) and the Housing Choice Voucher pro-
gram (also known as Section 8). However, since the passage of two landmark 
federal acts on urban planning in the 1920s, land use decisions typically fall 
within the purview of local government authority, and local policymakers play 
an even more critical role in housing market regulation and their policy deci-
sions have meaningful consequences for local housing affordability.9

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 differ-
ent types of structures may be built. Residential zoning rules determine the 
number of housing units allowed on any given 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 man-
agement 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 availability and affordability.

LOCAL GOVERNMENT 
RESPONSES TO 
RISING HOUSING 
COSTS NATIONWIDE

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

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

9. The two landmark acts passed by the U.S. Congress are the Standard Planning Enabling Act 
(SPEA) and the Standard Zoning Enabling Act (SZEA). Over the years, U.S. states, including 
Arizona, used these acts to empower local governments to plan and zone their communities. 
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2. Changing housing market regulations to increase the number of market-rate 
housing units or to incentivize developers to create new affordable housing; 
or

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 increas-
ing 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 subsi-
dized with government funding—are needed to ensure that affordable housing is 
available to all households regardless of income level.10 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 improv-
ing 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. For example, in 
Snohomish County, Washington, 13 cities have partnered with the county gov-
ernment 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.11

In 2016, New York City sought to improve government staffing capacity by cre-
ating the Fund for Public Housing. By coordinating public-private partnerships, 
the City worked with nonprofits and other organizations to connect NYC Hous-
ing Authority residents to opportunities they might not have been able to access 
otherwise.12

10.Vicki Been, Ingrid Gould Ellen & Katherine O’Regan, “Supply Skepticism: Housing Supply 
and Affordability,” (2019), Housing Policy Debate, 29:1, 25-40.

11.Alliance for Housing Affordability, “FY2020 Draft Work Plan,” https://housingallies.org/, 
accessed November 2021.

12.Fund for Public Housing, https://fundforpublichousing.org/, accessed November 2021.
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The Housing Partnership Network offers another example of capacity building. 
This national collective brings together developers, owners, and financial insti-
tutions to collaborate on housing projects. The group spearheaded the “Develop 
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.13 

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 engage-
ment. The City of New Orleans, for example, conducted a neighborhood-level 
assessment that informed customized recommendations for improved housing 
policies by neighborhood.14 Other regions have focused on collecting and shar-
ing affordable housing stock data. In Washington, DC, a group of government 
agencies and community organizations followed this model to maintain a cata-
log 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.15

Streamlining local services to reduce barriers to housing development. 
Identifying opportunities to streamline housing-related local 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 an over-the-counter permitting process that won the 
Governor’s Smart Communities Award in 2009.16 Other regions 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.17

13.Louis Aguilar, “70 New, Rebuilt Homes for North End, Grandmont-Rosedale,” The Detroit 
News, https://www.detroitnews.com/, accessed November 2021.

14.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/Document-
Center/View/25791/Housing-for-a-Fairer-Charleston-Report, accessed July 2021, pg. 126.

15.Hicks, pg. 122.
16. Municipal Research and Services Center, “Streamlining Local Permit Review Procedures,” 

https://mrsc.org/, accessed November 2021.
17. 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. 

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 2018.18

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, 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 city-
wide.19 Early results from Minneapolis’ upzoning program suggest that upzon-
ing 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 predomi-
nantly 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.20 

18.Dan Bertolet and Nisma Gabobe, Sightline Institute, “LA ADU Story,” https://www.sight-
line.org/, accessed October 2021.

19.Minneapolis 2040, “The City’s Comprehensive Plan,” accessed October 2021.
20.Chris Nichols, CapRadio, “Nixing Single-Family Zoning,” https://www.capradio.org/, 

accessed October 2021. 

https://www.capradio.org/articles/2021/04/05/nixing-single-family-zoning-will-it-make-housing-more-affordable/
https://www.capradio.org/articles/2021/04/05/nixing-single-family-zoning-will-it-make-housing-more-affordable/
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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.21 In one example of parking requirement 
changes, after Buffalo, New Yokr eliminated parking requirements citywide, 
many developers opted not to build the number of spaces that would have previ-
ously been required, suggesting they did not believe these parking spots were 
necessary to attract residents.22

Inclusionary zoning. Inclusionary zoning (IZ) policies typically require devel-
opers to include a specified number of AHUs in certain types of new market-
rate residential developments. Inclusionary zoning is intended to foster econom-
ically diverse communities by tying new housing production to affordable hous-
ing 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.23

21.California Legislative Information, “Senate Bill No. 10,” https://leginfo.legislature.ca.gov, 
accessed November 2021.

22.Daniel Baldwin Hess & Jeffrey Rehler, “Minus Minimums,” Journal of the American Plan-
ning Association, 87:3, 396-408, March 12, 2021. 

23.City of Chicago, “Inclusionary Housing in Chicago,” https://www.chicago.gov/, accessed Sep-
tember 2021.

https://www.chicago.gov/dam/city/depts/dcd/general/housing/DensityBonusfactswebersion.pdf
https://www.chicago.gov/dam/city/depts/dcd/general/housing/DensityBonusfactswebersion.pdf
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TABLE 14. Inclusionary Zoning In-Lieu Fee Details in Selected Cities

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 non-
profit 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 (typi-
cally 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.24 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.25 

Category Chicago, IL Chapel Hill, NC Charleston, SC
Montgomery
County, MD Boulder, CO

Year enacted 2004 2011 2017 1974 2000

Policy details 10-20% of units must be
affordable, or pay in-lieu

fees of $50,000-$175,000
depending on site location

15% (10% down-
town) of units

must be afford-
able units, or pay
$85,000 per unit

20% of units
must be work-

force units or pay
$5.10 per sq. ft.

12.5-15% of units
must be affordable, or

pay 3% of sale price of
each market-rate unit

25% of units must
be affordable, or
pay individually

calculated fee

Zones impacted Developments with 10+
units

Developments
with 5+ units

Mixed-use Work-
force Districts

Developments with
20+ units

Developments
with 5+ units

Affordability 
requirement

100% AMI for sale, 60%
AMI for rental

80% AMI 80% AMI 50-70% AMI 60-80% AMI

AHUs built Over 1,500 11
(2011-2018)

5 by developers,
237 facilitated by

City

13,000
(through 2011)

380
(2000-2005)

Revenue
Collected

$123 M
(2004-2020)

$803,250
(2011-2018

$11.13 M
(2017-2021)

$1.3 M
(1989-2001)

$1.5 M
(2000-2005)

Source: AEG review of various news and government sources.

24.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.

25.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 improve-
ments) results in new economic activity. TIF revenues can be leveraged to 
increase affordable housing in the district. States like Minnesota have created 
TIF districts to promote affordable housing; they are called Housing TIF Dis-
tricts. Portland, Oregon, for example, set aside 45% of revenue generated from 
TIFs for affordable housing to create 1,886 rental AHUs between 2015 and 
2018.26 

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 reduce the supply of housing units avail-
able 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 produc-
tion. For example, New Orleans implemented a 4% STR tax that generated $3 
million in tax revenue in the first eight months after the bill was passed.27 The 
STR taxes fund affordable housing production in the city. 

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 2020.28 

Additionally, land banks are established to utilize vacant lots for new affordable 
housing.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 
low-income 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 
over 13,000 units in some capacity. It is a subsidiary of the city government and 
gets federal (LIHTC, etc.) and local funding.29

26.Portland Housing Bureau, “Tax Increment Financing,” https://www.portland.gov/, accessed 
September 2021.

27.Hicks, pg. 55. 
28.Philadelphia Housing Development Corporation, “PHDC Report 2018-2020,” https://secure-

servercdn.net/, accessed October 2021.
29.PHDC Report 2018-2020, pg. 7. 
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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 neighbor-
hood of Roxbury in Boston established a CLT that has created 225 AHUs along 
with other community amenities on formerly blighted or vacant properties.30 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.31 

30.Hicks, p. 122.
31.Durham Community Land Trustees, “Our Impact Data,” https://www.dclt.org/, accessed 

November 2021.
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IV. Housing Policy Recommendations for 
Arizona

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 policymakers to strengthen affordable 
housing partnerships and streamline housing development approval processes.

Establish inter-jurisdictional partnerships. Local government authorities in 
the state include county governments and over ninety municipal governments. 
There are also numerous housing-specific entities, such as the Arizona Depart-
ment of Housing Authority, Arizona Public Housing Authority, and a Housing 
Department for every County. 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 State. 
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.

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 identi-
fied opportunities to streamline the approval process—and in some cases pro-
vide expedited processing for affordable housing developments—without 
compromising these goals. Policymakers in Arizona 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 Arizona, this has included passing an ordinance to 
allow ADUs to be built, upzoning and in-lieu fees and taxes on short term regu-
lations. Below, we evaluate various housing market regulations that have been 
attempted in other cities. 

Encourage Development of Accessory Dwelling Units (ADUs). Although 
accessory dwelling units are now legal in various cities, they have yet to pro-
duce a large number of new units and gain acceptance in other regions of the 
state. In addition to expanding legalization of ADUs to other regions, there are 
also opportunities to modify existing ADU programs to encourage more devel-
opment. ADU policy details vary significantly from city to city.
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Generally speaking, regions with fewer restrictions (such as parking and owner-
occupancy requirements) and more robust assistance programs for ADU owners 
and developers have generated a larger number of ADUs. Cities in Arizona have 
room to grow their existing ADU programs. Policymakers have identified 
financing ADU development as a significant barrier for homeowners.32 Improv-
ing the availability of ADU financing would have a particularly large impact. 
With more robust program resources and greater adoption throughout the 
region, ADU legalization could add significantly to Arizona’s housing supply.

Upzoning. The majority of homes in Arizona are single-family units, as shown 
in Table 3 on page 10, roughly 70% of the state’s housing units. About 22% of 
the structures are either 2-4 units, are more than 20 units in size or are consid-
ered mobile homes. However, there are very few homes in mid-size category of 
multi-family structures between 5 and 20 units. In fact, the number of homes in 
this category actually decreased from 2010 to 2021; for structures with 10-19 
units, the decrease is as drastic as 26%. These structures are sometimes referred 
to as the “missing middle” because, among new residential developments, they 
are much less common or popular than single-family homes and large multi-
family structures in many cities.33 

Mid-sized multi-family housing units allow 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 substan-
tial barriers to developing sufficient “missing middle” housing to meet demand. 

As mentioned, parking requirements are another potential obstacle to building 
“missing middle” housing. For example, in the City of Tucson, a mobile or sin-
gle family dwelling is required to have two parking spaces per unit plus a visitor 
parking at a ratio of 0.25. Parking requirements can increase development costs, 
while also taking up space that could be used to build more homes.34 These 
requirements may result in more off-street parking than residents need, espe-
cially in areas where public transit, biking, or pedestrian infrastructure provide 
readily accessible alternatives.

32.Laurie Goodman & Solomon Greene, “To Unleash Housing Supply, Allow and Finance 
Accessory Dwelling Units,” Urban Institute, www.urban.org/, accessed February 3, 2020.

33.For more information about “missing middle” housing, see https://missingmiddlehous-
ing.com/.

34.Tucson, Article 7: Development Requirements accessed at “https://codelibrary.amlegal.com/
codes/tucson/latest/tucson_az_udc/0-0-0-5445.” 
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Relax Impact fee Restrictions. In Arizona, impact fees are a form of in-lieu 
fees; they are imposed by local governments to fund infrastructure, public 
safety, libraries, parks and other recreational facilities on participating develop-
ers of residential, and sometime commercial, units. These fees act as an alterna-
tive to mandatory Inclusionary Zoning, which is preempted by the State 
Government as they are contrary to the Private Property Rights Protection Act 
and rent control.35 While this policy has generated revenue that local authorities 
have used to fund various public services, affordable housing development is 
not one of them. Additionally, increasing the fees is subject to proportional 
increase in local governments burdens. 

Inclusionary Zoning programs with in-lieu fees have become increasingly com-
mon across the U.S., although details vary from city to city as shown in 
Table 14 on page 38. Policies like impact fees, if they are intended to link AHU 
creation to new market-rate housing construction, will ensure that the affordable 
housing stock grows along with its market-rate housing stock. However, 
because they 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.36 

Short-term rental regulation. Short Term Rentals (STRs) in Arizona have 
increased at an uniquely high rate over the decade. The table below indicates the 
growth of STRs over the last two years in select cities in Arizona. 

TABLE 15. Active Short Term Rentals in Select Cities in Arizona

35. Arizona Statues, codes and regulations, Title 12, Chapter 8, Article 2.1, “Private Property 
Rights Protection Act.”

36.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.

Region 2019Q3 2022Q3 Growth

Scottsdale 4,589 7,319 59%

Phoenix 4,160 7,194 73%

Sedona 2,075 3,126 51%

Mesa 1,004 1,692 69%

Lake Havasu City 884 1,991 125%

Tucson 3,359 4,965 48%

Source: AirDNA; https://www.airdna.co/vacation-rental-data/
app/us/arizona/
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While residential STRs promote the housing market and generates millions of 
dollars in state and local tax revenue, they increase housing costs for residents 
and impact housing supply for potential long-term owners and renters.37 

Arizona has some state-wide policy on the regulation of STRs such as restric-
tion on uses of non-residential nature, taxes like Online Lodging Marketplace 
Tax on Residential Rentals, as well as requirement to obtain local regulatory 
permits or licenses, including additional fees for multiple properties and unit 
owners.38 39 Recent regulation in the form of the Arizona Senate Bill 1168 has 
allowed additional power to local governments on STR regulation; this includes 
the suspension of the Transaction Privilege Tax License for up to 12 months fol-
lowing three verified violations (for example, nuisances or failing to provide 
owner contact information), as well as denying licenses based on limited rea-
sons.40 41 Recently, Scottsdale passed an ordinance in accordance with the Sen-
ate bill to apply the new requirements.42 

While the Senate bill 1168 allows local authorities some more control over STR 
regulation. Allowing local governments more flexibility to prepare regulations 
for institutional STR operators would encourage economic growth while pro-
tecting private property rights of existing property-owners and operators to 
maintain a healthy supply of housing. 

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 (HTF). Arizona HTF provides the Department 
of Housing with a flexible source of funding, applied toward housing develop-

37.Kyle Barron, Edward Kung, Davide Proserpio, “The Effect of Home-Sharing on House Prices 
and Rents: Evidence from Airbnb,” May 2020.

38. Arizona State, County and City, “Transaction Privilege and Other Tax Rate Tables”, accessed 
at https://azdor.gov/sites/default/files/media/TPT_RATETABLE_01012023.pdf.

39.Residential Rental Licensing Matrix, accessed at https://azdor.gov/sites/default/files/media/
TPT_2017_residentialrental-matrix.pdf.

40. Limits on regulation of vacation rentals and short-term rentals; state preemption; civil penal-
ties; transaction privilege tax license suspension; §9-500.39.

41. State of Arizona, Fifty-fifth Legislature, Amendments to Senate Bill 1168, ARS §9-500.39 
(2018), ARS § 11-269.17 (2017), ARS §42-5042 (2022), accessed at https://www.azleg.gov/
legtext/55leg/2r/bills/sb1168s.pdf.

42.City of Scottsdale, “City Council Report”, accessed at https://eservices.scottsdaleaz.gov/Edm-
Viewer/19928165, October 2022.
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ment and assistance programs. Usually funded by unclaimed property, the fund 
was capped at $2.5 million a year. In FY 2020, the State General Fund revenues 
worth $15 million were moved to the HTF; DOH awarded 45% to SMI (serious 
mental illness) facilities and 55% to non-behavioral health facilities.43

In 2022, the Arizona State Legislature passed a budget, adding $60 million 
toward the Housing Trust Fund that would fund affordable housing develop-
ments, programs like rental assistance as well as foreclosures, and eviction pre-
vention.44 Continued housing assistance through additional funding toward the 
HTF could be a first response by the government to the shortage of affordable 
housing. 

Utilize land banks. As many as 25 states have established land banks to trans-
form vacant lots into new affordable housing for their residents.45 In some cir-
cumstances, 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. 

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. If Arizona passes legislation to 
establish land banks, counties and municipal authorities would have an addi-
tional tool to encourage re-usability of land toward affordable housing.

Tax-Increment Financing (TIF). Re-purposed developments on lands that are 
considered “blighted” are subject to specific taxes by municipalities. Property 
taxes collected from the above-mentioned TIF districts contribute toward other 
developments in the district. This could include investments in planned commu-
nities, environment, tourism, and low income housing.  

Currently, Arizona has only one TIF district- the Rio Nuevo Multipurpose Facil-
ities District.46 Here, TIF funds have been utilized for a number of projects 
including the AC hotel and the Tucson Convention Center and arena. The TIF is 
extended until 2035 to complete other projects such as the Bautista- a mixed use 
development with 253 proposal residential units.47  

43.Arizona Dept of Housing, FY 2021 Baseline Book, accessed at https://azjlbc.gov/21baseline/
doh.pdf.

44.https://nlihc.org/resource/arizona-legislature-passes-60-million-state-housing-trust-fund.
45. National Land Bank Map, accessed at https://communityprogress.org/resources/land-banks/

national-land-bank-map/.
46.https://rionuevo.org/. 
47.https://rionuevo.org/project/bautista/.
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Since 1999, however, municipalities have not been allowed to seek authoriza-
tion on creating new TIFs. Authorizing more TIFs at the municipal level could 
help regional authorities gain significant revenues that may be directed toward 
infrastructure development such as affordable multi-family homes within the 
district. While the Rio Nuevo’s board did not allocate funds toward the con-
struction of affordable housing, it has allocated or committed to fund the con-
struction or redevelopment of various housing projects in the district. The new 
administration governing Rio Nuevo provides an insight into the potential for 
success behind a well managed TIF; Rio Nuevo in Tucson has added billions in 
economic impact and created 5 housing developments.48 

Industrial Development Authority. Industrial Development Authorities 
(IDAs) are a nonprofit corporation designated a political subdivision of the 
state. IDAs are created, among other things, to allow for home ownership 
through various types of financing, and reduced borrowing costs through tax-
exempt bond repayments. It can be combined with other sources of financing 
like TIFs and the Housing Trust Fund. IDAs facilitate multifamily rentals as 
well as help finance the development of single-family housing. 

As migration into the state—especially its metropolitan regions—increases, so 
does the role of IDAs in continuing to provide affordable housing to its resi-
dents. Several examples of municipal and county governments committing to 
affordable housing developments shows promise; for example, earlier in 2022, 
the Arizona IDA funded an affordable housing development of 312 units in 
Pinal County; around the same time, the Phoenix IDA financed a 115 affordable 
multi-family units in the city.49  50

48.http://rionuevo.org/wp-content/uploads/2018/08/April-Trend-Report.pdf.
49. Arizona Industrial Development Authority, IDA-funded Cop Flats affordable housing set for 

mid-2023, accessed at https://arizonaida.com/2022/03/07/copa_flats_maricopa_monitor_-
march_07_2022/.

50. Phoenixida.com, Health, Housing and Redevelopment Project News, accessed at https://phoe-
nixida.com/2022/07/25/healthcare-housing-and-redevelopment-project-news/.
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V. Barriers to Policy Recommendations

Each of the policy suggestions discussed in this chapter have the potential to 
increase housing affordability in Arizona. 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 cities across the State. The key challenge is ensuring that regulatory bar-
riers and limited financing opportunities don’t prevent residents who are inter-
ested 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 neigh-
borhood. Others worry that new, higher-density development will not be afford-
able to those who currently live nearby. It can therefore be challenging to 
successfully implement upzoning policies that satisfy constituent concerns. Suc-
cessful 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.

Impact fees. Increasing this housing fee is unlikely to raise concerns among 
residents, given that this policy change would apply to developments that would 
be approved regardless. However, because incluzionary zoning requirements 
and in-lieu fees increase their costs, developers may oppose them. Given that 
policy already exists, simply increasing the in-lieu fee rate should not impose 
any additional administrative burdens.

Affordable housing trust fund. One-time transfers to the Housing Trust Fund 
is not a sustainable option but could be a first step solution to affordable housing 
shortage. However, increasing the yearly cap on the fund would encourage the 
growing needs of the increasing residential population. 

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 maxi-
mize a land bank’s impact may require additional administrative capacity and 
could prove logistically challenging, especially if available resources are scarce.
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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, dedi-
cated affordable housing revenues without causing significant disruption to Ari-
zona’s STR market given the underlying strength of the regions’ tourism 
economy. Additionally, residents concerned about the impact of STRs on hous-
ing prices may support a tax. Subjecting STRs to accommodation taxes or a spe-
cial housing affordability tax should not impose significant additional 
administrative burden. 

Industrial Development Authority. While IDAs are a helpful financial tool to 
assist in affordable housing, the number of affordable housing projects funded 
by IDAs are not enough to tackle the lack in availability. Additionally, with 
authorities being unable to meet the growing demand financial assistance, given 
their funding capacity, numerous projects do not take off. Coupled with other 
financing tools, however, IDAs may become more effective. 
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Appendix A. Detailed Tables and Charts 

TABLE A-1. Housing Units by Structure Types in Arizona by Region, 2010-2021

Structure Type 2010 2021

2010-2021

Absolute Growth Relative Growth

Central

1 unit 1,246,247 1,451,108 204,861 16.4%

2 to 4 units 145,399 144,896 (503) -0.3%

5 to 9 units 94,222 81,939 (12,283) -13.0%

10 to 19 units 114,731 82,182 (32,549) -28.4%

20 or more units 77,335 153,057 75,722 97.9%

Mobile home or other 122,122 115,139 (6,983) -5.7%

Total 1,800,05 2,028,321 228,265 12.7%

South

1 unit 297,940 322,364 24,424 8.2%

2 to 4 units 37,204 39,240 2,036 5.5%

5 to 9 units 15,419 17,706 2,287 14.8%

10 to 19 units 24,286 18,443 (5,843) -24.1%

20 or more units 18,807 28,787 9,980 53.1%

Mobile home or other 47,588 48,264 676 1.4%

Total 441,244 474,804 33,560 7.6%

North

1 unit 117,850 134,768 16,918 14.4%

2 to 4 units 11,249 13,879 2,630 23.4%

5 to 9 units 3,912 7,389 3,477 88.9%

10 to 19 units 2,306 4,376 2,070 89.8%

20 or more units 4,161 3,437 (724) -17.4%

Mobile home or other 34,397 30,092 (4,305) -12.5%

Total 173,875 193,941 20,066 11.5%

West

1 unit 121,751 130,041 8,290 6.8%

2 to 4 units 8,294 12,107 3,183 35.7%

5 to 9 units 4,810 4,606 (204) -4.2%

10 to 19 units 3,430 1,706 (1,724) -50.3%

20 or more units 2,997 4,155 1,158 38.6%

Mobile home or other 56,941 60,628 3,687 6.5%

Total 198,853 213,243 14,390 7.2%

East

1 unit 99,118 104,891 5,773 5.8%
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Source: AEG analysis of base data from the American Community Survey 1-year estimates of the U.S. Census Bureau.

2 to 4 units 8,505 6,943 (1,562) -18.4%

5 to 9 units 1,422 2,299 877 61.7%

10 to 19 units 1,968 2,162 194 9.9%

20 or more units 1,746 1,860 114 6.5%

Mobile home or other 35,793 26,667 (9,126) -25.5%

Total 148,552 144,822 (3,730) -2.5%

TABLE A-1. Housing Units by Structure Types in Arizona by Region, 2010-2021

Structure Type 2010 2021

2010-2021

Absolute Growth Relative Growth
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TABLE A-2. Contract Rents in the Counties of Arizona by Regions, 2010-2021

Type of Home 2010 2015 2021
Growth

2010-2021

Central

Maricopa County

Low Priced 580 649 950 63.8%

Median Priced 744 840 1,228 65.1%

High Priced 983 1,075 1,603 63.1%

Pinal County

Low Priced 477 537 638 33.8%

Median Priced 677 765 991 46.4%

High Priced 880 908 1,363 54.9%

South

Pima County

Low Priced 497 535 665 33.8%

Median Priced 648 689 867 33.8%

High Priced 863 923 1,146 32.8%

North

Coconino County

Low Priced 588 710 882 50.0%

Median Priced 830 972 1,172 41.2%

High Priced 1,040 1,259 1,569 50.9%

Yavapai County

Low Priced 543 539 705 29.8%

Median Priced 658 733 941 43.0%

High Priced 880 975 1,266 43.9%

West

Mohave County

Low Priced 488 471 626 28.3%

Median Priced 614 611 787 28.2%

High Priced 766 794 1,017 32.8%

Yuma County

Low Priced 439 467 560 27.6%

Median Priced 630 616 770 22.2%

High Priced 855 868 1,016 18.8%

East

Apache County

Low Priced 185 204 234 26.5%

Median Priced 376 365 454 20.7%
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Notes: Estimates for some counties are omitted because 1-year estimates of the American Community Survey are not available 
for geographic areas with population sizes lower than 65,000. 

Source: AEG analysis of base data from the American Community Survey 1-year estimates of the U.S. Census Bureau

High Priced 580 509 719 24.0%

Cochise County

Low Priced 472 464 507 7.4%

Median Priced 583 606 686 17.7%

High Priced 870 847 935 7.5%

Navajo County

Low Priced 320 358 317 -.9%

Median Priced 474 521 521 9.9%

High Priced 728 671 781 7.3%

Type of Home 2010 2015 2021
Growth

2010-2021
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TABLE A-3. Home Values in the Counties of Arizona by Regions, 2010-2021

Type of Home 2010 2015 2021
Growth

2010-2021

Central

Maricopa County

Low Priced  $113,400  $150,000  $273,700 141.4%

Median Priced  $180,800  $228,300  $383,500 112.1%

High Priced  $289,900  $350,100  $557,600 92.3%

Pinal County

Low Priced  $82,500  $88,000  $184,100 123.2%

Median Priced  $123,500  $156,500  $304,700 146.7%

High Priced  $176,700  $224,500  $394,300 123.1%

South

Pima County

Low Priced  $115,200  $105,800  $172,100 49.4%

Median Priced  $173,200  $165,900  $261,600 51.0%

High Priced  $271,700  $263,400  $380,900 40.2%

North

Coconino County

Low Priced  $111,100  $98,100  $224,000 101.6%

Median Priced

High Priced

 $233,800 

 $355,500

 $228,600

 $380,300

 $393,900 

 $596,400

68.5%

67.8%

Yavapai County

Low Priced  $110,700  $134,900  $235,100 112.4%

Median Priced  $188,600  $216,300  $361,900 91.9%

High Priced  $309,200  $335,500  $507,900 64.3%

West

Mohave County

Low Priced  $79,500  $75,800  $129,400 62.8%

Median Priced

High Priced

 $143,100 

 $215,900

 $139,400

 $216,900

 $250,300 

 $386,100

74.9%

78.8%

Yuma County

Low Priced  $84,300  $82,600  $103,700 23.0%

Median Priced  $131,800  $119,400  $170,400 29.3%

High Priced  $192,700  $171,300  $254,900 32.3%

East

Apache County

Low Priced  $27,600  $25,400  $22,600 -18.1%

Median Priced  $56,100  $58,400  $68,100 21.4%
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Notes: Estimates for some counties are omitted because 1-year estimates of the American Community Survey are not available 
for geographic areas with population sizes lower than 65,000.

Source: AEG analysis of base data from the American Community Survey 1-year estimates of the U.S. Census Bureau

High Priced  $118,700 $110,400  $187,800 58.2%

Cochise County

Low Priced  $77,200  $85,100  $105,800 37.0%

Median Priced  $138,700  $146,900  $175,000 26.2%

High Priced  $220,800  $220,100  $261,200 18.3%

Navajo County

Low Priced  $69,000  $63,100  $62,100 -10.0%

Median Priced  $133,700  $120,900  $161,100 20.5%

High Priced  $212,400  $193,800  $291,400 37.2%

Type of Home 2010 2015 2021
Growth

2010-2021
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TABLE A-4. Number and Share of Cost Burdened Households in Arizona by Income and Tenure, 2021

Source: AEG analysis of base data from the American Community Survey 1-year estimates of the U.S. Census Bureau. 

Less than $20,000 $20,000 to $34,999 $35,000 to $49,999 $50,000 to $74,999 $75,000 or more
Households % Total Households % Total Households % Total Households % Total Households % Total

Owner
Phoenix 64,037 82.6% 52,070 54.8% 52,215 45.2% 58,175 27.8% 38,454 5.2%
Tucson 19,144 77.9% 15,018 49.2% 12,512 37.3% 6,588 14.2% 5,338 3.7%
Quad Cities 9,074 73.4% 4,766 41.0% 6,179 38.8% 3,663 18.4% 3,092 5.6%
West AZ 11747 71.3% 6935 40.4% 3913 23.7% 2245 9.1% 1127 2.2%
East AZ 5,596 58.0% 2,546 37.8% 1,807 19.6% 984 8.1% 174 0.6%

Renter
Phoenix 74,846 94.6% 86,776 93.7% 74,138 75.5% 48,249 42.0% - -
Tucson 28,577 95.8% 25,652 86.2% 10,399 46.3% 5,772 22.5% - -
Quad Cities 8,862 91.3% 7,375 88.1% 4,685 66.9% 3,087 28.8% - -
West AZ 9,722 95.5% 8,667 80.2% 4,044 49.3% 1,707 19.4% - -
East AZ 4,939 81.5% 3,274 66.0% 782 21.9% 789 18.3% -   -
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FIGURE 17. Map of Arizona Regions by County Subdivisions

Notes: All census county divisions (CCDs), are delineated for statistical purposes, have no legal function, and are not govern-
mental units. CCDs were first established in Arizona for the 1960 census. See “U. S. Census Bureau, Guide to State and Local 
Census Geography” for more details.

Source and Analysis: Anderson Economic Group
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Appendix B. Sources

We reviewed the following laws, reports, and data: 

Reports and Laws
• “A Case Study on the Impact of TIF Districts,”, Arizona Association for Eco-

nomic Development, October 2016.
• Alexander von Hoffman, “The Ingredients of Equitable Development Planning: 

A Cross-case Analysis of Equitable Development Planning and CDFIs,” Joint 
Center for Housing Studies of Harvard University, 2019.

• Alison Cook-Davis and Katie Gentry, “A Brief History of Housing Policy and 
Discrimination in Arizona,” ASU Morrison Institute for Public Policy, Novem-
ber 2021.

• Alison Cook-Davis et al., “Exclusionary Zoning: A Legal Barrier to Affordable 
Housing,” ASU Morrison Institute for Public Policy, May 2022. 

• Alison Cook-Davis et al., “State-Level Legal Barriers to Adopting Affordable 
Housing Policies in Arizona,” ASU Morrison Institute for Public Policy, 
November 2021.

• Andrew Aurand, Ph.D. et al., “The Gap: A Shortage of Affordable Homes,” 
National Low-Income Housing Coaltion, March 2021.

• Arizona Legislature, “House Bill 2674. Municipal Zoning; By Right Housing,” 
House of Representatives, Second Regular Session 2022. 

• Arizona Legislature, “Senate Bill 1350. An Act,” Arizona Senate, Second Reg-
ular Session 2016.

• Chang-Tai Hsieh and Enrico Moretti, “Housing Constraints and Spatial Misallo-
cation,” American Economic Journal: Macroeconomics, April 2019. 

• Ellen Wilson, Robert R. Ciallis, “Who Could Afford to Buy a Home in 2009? 
Affordability of Buying a Home in the United States,” United States Census 
Bureau, May 2013.

• Elliott D. Pollack & Company, “The Negative Consequences of Short-Term 
Rentals - Arizona’s Recipe for Disaster,” February 2021.

• Freddie Mac, “30-Year Fixed-Rate Mortgages Since 1971.” Retrieved from 
https://www.freddiemac.com/pmms/pmms30, 12 September 2022.

• Jeffrey Anthony, “Better-Managed TIFs: A Look at Arizona’s Only TIF - The 
Rio Nuevo Multipurpose Facilities District,” Linkedin.com, May 2022.

• Maricopa Association of Governments, “Economic and Housing Trends,” 
August 2022.

• Maricopa Association of Governments, “Emerging Trends in Housing and 
Homelessness,” December 2020.

• Michael Stegman, “Eliminating Exclusionary Land Use Regulations Should Be 
the Civil Rights Issue of Our Time,”, Joint Center for Housing Studies of Har-
vard University, August 2019. 
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• Mike Kingsella and Leah MacArthur, “Housing Underproduction in the U.S.,” 
Up for Growth, 2022. 

• Sean McCarthy, “Tax Increment Financing in Arizona,”, Arizona Tax Research 
Association Special Report, 2017.

• University of Virginia Weldon Cooper Center, Demographics Research Group. 
(2018). National Population Projections. Retrieved from https://demograph-
ics.coopercenter.org/national-population-projections in November 2022.

• U.S. Census Bureau, Guide to State and Local Census Geography (2021). 
Retrieved from https://www2.census.gov/geo/pdfs/reference/guidestloc/az_g-
slcg.pdf in November 2022.

Datasets
• Survey of Income and Program Participation (SIPP): Waves 3 and 4 of 2014, 

2015-2020, U.S. Census Bureau, https://www.census.gov/programs-surveys/
sipp/data.html.

• U.S. Census Bureau. (2010-2020). American Community Survey 1-year esti-
mates. Retrieved from https://data.census.gov/

• U.S. Census Bureau. (2010-2020). American Community Survey 5-year esti-
mates. Retrieved from https://data.census.gov/

• U.S. Census Bureau, Median Household Income in Arizona [MEHOINUSA-
ZA646N], retrieved from FRED, Federal Reserve Bank of St. Louis; https://
fred.stlouisfed.org/series/MEHOINUSAZA646N, November 8, 2022. 

• U.S. Bureau of Labor Statistics, Consumer Price Index for All Urban Consum-
ers: All Items in U.S. City Average [CPIAUCSL], retrieved from FRED, Fed-
eral Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/CPIAUCSL, 
November 8, 2022. 
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Appendix C. About Anderson Economic Group

Anderson Economic Group is a boutique consulting firm founded in 1996, with 
offices in East Lansing and Chicago. We specialize in strategy, valuation, public 
policy, and market analysis. Our team has a deep understanding of advanced 
economic modeling techniques and extensive experience in multiple industries, 
as well as in multiple U.S. states and other countries. 

The consultants at Anderson Economic Group are often published on topics 
within their respective fields of expertise. Publications from our team include:

• Annual State Business Tax Burden Rankings, published since 2007. 
• The State Economic Handbook, published by Palgrave Macmillan, 2008, 2009, 

and 2010.
• Applied Game Theory and Strategic Behavior, published in 2009.
• The Economics of Business Valuation: Toward a Value Functional Approach, 

published by Stanford University Press in 2013.
• Business Economics and Finance with MATLAB®, GIS, and Simulation Models, 

published in 2000.

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 (MI) and Collier (FL); and authorities such as the Detroit-
Wayne County Port Authority.

• Businesses (Automotive): Manufacturers including General Motors, Ford Motor 
Company, Honda Motor Company, and Lithia Motors; dealers and dealership 
groups representing Toyota, Cadillac, American Honda Motor Company, 
Chrysler, Chevrolet, Mercedes-Benz, Ford, Audi, Kia, Genesis, and other 
brands. (Financial, Sports, & Retail): ITC Holdings Corp., First Merit Bank, 
Bank of America Merrill Lynch, Meijer, Inc., and Relevent Sports. (Food & 
Beverage): National Wine & Spirits, Nestle, Labatt USA, InBev USA. (Fran-
chise): U.S. franchisees of Anheuser-Busch, Molson, Coors, Miller, Harley-
Davidson, Suzuki, Avis, and others.

• Nonprofit organizations: higher education institutions including Michigan State 
University, University of Chicago, Wayne State University, and University of 
Michigan; trade associations such as the Michigan Manufacturers Association, 
Service Employees International Union, Automation Alley, and Business Lead-
ers for Michigan; and Convention and visitor bureaus of several major cities. 

Please visit www.AndersonEconomicGroup.com for more information.
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