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Abstract

Can local governments shape the long-run fortunes of their communities 
through their own policies, or is the autonomy of localities swamped by larger 
macroeconomic forces? This study considers the relationship between 
California municipalities’ policy orientations toward residential develop-
ment at the start of the housing boom in the late 1990s and the subsequent  
incidence of foreclosures during the housing crisis in 2008 and 2009. The 
authors find that cities reported to have stronger city council opposition 
to residential growth had a lower incidence of foreclosures a decade later, 
even after controlling for the rate of increase in the housing stock and other 
local economic, demographic, and geographic characteristics. Although the 
foreclosure crisis was driven by national and global forces, more cautious 
local government policy approaches to residential growth appeared to 
moderate the damage.



2		  Urban Affairs Review XX(X)

Keywords

foreclosure crisis, housing bubble, growth management, slow growth, local 
government

Introduction

It has become readily apparent that what began as the bursting of a housing 
bubble based on subprime mortgages in several western U.S. states and 
Florida in 2006-2007 has evolved into a sustained national foreclosure crisis. 
In 2008, the U.S. housing market lost $3.3 trillion in value, and nearly one 
in six homeowners with a mortgage were “underwater,” owing more than 
their homes were worth (Levy 2009). About 2.8 million properties—one of 
every forty-five households—received a notice of foreclosure in 2009 (Adler 
2010), and by mid-2010 one in seven mortgages in the United States had 
slipped into foreclosure or formal declarations of delinquency (Howley 
2010). Many of these foreclosed properties were abandoned, contributing to 
neighborhood blight, reducing nearby property values, and increasing crime 
rates in areas with concentrations of abandoned and dispossessed homes 
(Immergluck and Smith 2006a, 2006b; Schuetz, Been, and Ellen 2008).

As the cliché goes, crises present opportunities, and this foreclosure crisis 
provides an opportunity to explore a fundamental question in the study of 
local politics and policy: Do local governments have the ability to shape their 
community’s long-run fortunes through their own policies, or is the auton-
omy of local government swamped by larger macroeconomic forces? A ven-
erable body of literature has explored whether local governments have 
sufficient authority, incentives, and vision to direct their communities accord-
ing to local preferences, or whether they are pervasively constrained by larger 
forces (e.g., Peterson 1981; Mollenkopf 1983; Wirt 1985; Gottdiener 1987; 
Logan and Molotch 1987; Wong 1988; Schneider 1989; Kantor 1995; Pagano 
and Bowman 1995; Lewis and Neiman 2009). While scholars predictably 
come to mixed conclusions on this issue, it is fair to say that there remains a 
prevailing tendency in the literature to see considerable constraints on local 
governments’ capacity to set their communities’ future course. These limits 
are variously seen as emerging from inter-local competition; economic glo-
balization; the strength of pro-growth, land-based elites in local politics; or 
the restricted role for local governments in most political systems, particu-
larly in the context of U.S. federalism. The immense scale of the foreclosure 
crisis thus represents what would seem to be a particularly difficult case for 
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establishing that local governments can act efficaciously to shape their future 
prospects.

Our focus in this paper is on the influence of local governments’ residen-
tial development policies—often referred to as growth management policies 
or growth controls, but which might be thought of more broadly as “growth 
orientations”—on the local magnitude of the foreclosure crisis. Specifically, 
did cities with more “finicky” policy orientations toward residential develop-
ment have a lower incidence of foreclosures once the foreclosure crisis 
developed?

The interest in local growth policies places our research squarely within 
the large literature on the effectiveness of local attempts to control or slow 
residential growth. Most of this work focuses on investigating the motiva-
tions for slow-growth policies and the ability of these policies to constrain 
population growth, usually during periods of economic expansion. By con-
trast, relatively little is known about whether local growth policies can func-
tion as buffers against the difficulties posed by property-based economic 
downturns.

The geographic setting for our empirical investigation is municipalities in 
California, one of the states with the greatest level of new housing construc-
tion during the property boom and among the hardest hit by the subsequent 
foreclosure crisis. As the nation’s largest state, California contains an excep-
tionally diverse range of cities, with a wide variety of social and economic 
profiles. These cities also experienced a wide variety of outcomes from the 
foreclosure crisis, ranging from barely perceptible ripples to housing market 
distress as deep as anywhere in the United States. Most importantly, California 
is an advantageous research site for our research question in that it allows 
each of its hundreds of cities a great deal of autonomy in establishing land-
use regulations, resulting in widely varied orientations toward growth policy. 
We use responses from an original survey of local government officials con-
ducted in the late 1990s to measure each city government’s policies and atti-
tudes toward growth, and examine whether cities with more antigrowth 
political postures toward residential development in the late 1990s had a 
lower incidence of foreclosures in 2008 and 2009.

We find that California cities with stronger city council opposition to 
growth had lower foreclosure rates, even after controlling for the rate of 
growth in the housing stock and other local economic, demographic, and 
geographic characteristics. In short, we find that local policies were able to 
mitigate some of the worst effects of the bursting of the housing bubble. Our 
findings provide an interesting counterpoint to those studies that have argued 
that growth management policies exacerbated the economic cost of the 
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housing bubble (e.g., O’Toole 2009). While our results do not demonstrate 
that local growth policies are an unambiguous good, at the minimum they 
show that the relationship between local growth policies and the housing 
bubble is more nuanced than some critics have assumed.

The following section reviews the relevant theoretical and empirical 
debates in the literature on local growth policies and develops our main 
hypotheses. Subsequent sections introduce our data sources and methods, 
present multivariate results regarding the incidence of foreclosures across 
municipalities, and offer some conclusions and policy considerations.

Local Development Policy  
and the Foreclosure Crisis
Previous research suggests that there are two ways in which local attempts 
to control or slow residential housing growth may have either mitigated or 
exacerbated the effects of the foreclosure crisis—by influencing the amount 
of growth in a city, and by influencing the quality of that growth.

The most obvious way in which local development policies might have 
influenced the effects of the foreclosure crisis is through their effect on the 
supply of housing. Several studies have found that stringent land-use regula-
tions or policies that restrict the supply of housing are related to higher home 
prices (Green 1999; Quigley, Raphael, and Rosenthal 2009) and less price 
elasticity (Green, Malpezzi, and Mayo 2005; Malpezzi and Mayo 1997; 
Quigley and Raphael 2005). Although restrictions on the supply of housing 
have been predicted to contribute to boom-and-bust cycles in housing prices 
(O’Toole 2009), the largest percentage price drops in California cities were 
actually in areas regarded as more growth-friendly (e.g., O’Keefe, forthcom-
ing), most likely because these areas overbuilt in response to increased housing 
demand (Glaeser, Gyourko, and Saiz 2008). This suggests that communities 
with effective slow-growth policies will see fewer foreclosures, as smaller 
declines in home values will drive fewer mortgages underwater and higher 
home equity will make borrowers less likely to default on their loans 
(Immergluck and Smith 2006b). Communities that limited growth in residen-
tial development over the past decade may also experience fewer foreclo-
sures because fewer of the residents of these communities would be 
short-tenure residents with large mortgages. Longer-tenure residents are also 
less likely to have the risky, subprime mortgages developed in the 1990s and 
2000s that are associated with higher foreclosure rates (Immergluck and 
Smith 2005; Immergluck 2010). The higher cost of housing in these com-
munities would also price out many first-time home buyers and other less 
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wealthy individuals who are both more likely to suffer a foreclosure and 
more likely to hold a subprime mortgage. Thus, one might expect that local 
governments that enacted policies to slow the growth in housing would be 
insulated from the worst effects of the foreclosure crisis.

Conversely, it is also clear that many local governments are not at all 
opposed to new housing construction (Lewis and Neiman 2009). However, 
extant research on local development policies, whether residential or nonresi-
dential, has tended to concentrate on the role of local policy in restricting 
(rather than encouraging) growth and thereby raising the price of develop-
ment. Specifically, the evaluation of local policy has focused on whether or 
not development regulations facilitate or hinder market responses to housing 
demand. Previous research suggests that the overall influence of residential 
development regulations limits the response to demand by increasing the fees 
and indirect costs that developers pay, lengthening the time to construction, 
limiting or prohibiting higher density and multifamily housing, curbing the 
supply of available land, requiring more expensive materials and construc-
tion practices, or directly dictating lower numbers of housing units than 
would be built in a less restricted market (Quigley and Rosenthal 2005; U.S. 
Department of Housing and Urban Development 1991; Dowall 1984).

However, if it is indeed possible for localities to impede development 
below “natural” or “free market” levels, then it follows that other communi-
ties might encourage such high levels of growth that they might in some 
contexts be seen as embracing more housing development than this “natural” 
level. Under some circumstances, state fiscal rules relating to local govern-
ments can create powerful motivations for fiscally weak cities to look favor-
ably on housing proposals (Altshuler and Gomez-Ibañez 1993; Diaz and 
Green 2001). For communities struggling to pay for local public services, 
such development may generate valued revenues through permit fees and 
exactions on developers, through increased retail and commercial activity 
that typically accompanies new housing, or through increases in the value of 
taxable property.

For these reasons and others, some localities might very well not be suf-
ficiently vigilant regarding housing development, even as others might 
exceed an optimal level of regulation. During periods of normal housing 
construction or when development activity is feverish, some communities 
may accommodate less than their “fair share” of new housing, some might 
take on a relatively optimal amount, while others might absorb much more 
than a suitable level of housing, outpacing the capacity of local schools, 
recreation facilities, roads, and other infrastructure. Stringent growth con-
trols in some communities might also have a spillover effect, pushing new 
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housing development into nearby, less restrictive communities (Byun, 
Waldorf, and Esparza 2005; Glickfeld and Levine 1992; Levine 1999; Shen 
1996).

And what if the run-up in housing stock among development-friendly cit-
ies is followed by a sudden collapse of the housing market? It is our expecta-
tion that the corollary of observing variation across communities in the level 
of regulation of housing construction is that the consequences of a collapse in 
the housing market will also be uneven. Specifically, we expect that cities 
that were more welcoming of development will have suffered more from the 
foreclosure crisis than cities that imposed greater restrictions on residential 
housing growth.

While the theoretical relationship between policies that limit the housing 
supply and the negative effects of the foreclosure crisis is clear, it is unclear 
if cities actually have the ability to implement such policies effectively. A 
large body of work examining the ability of local governments to control or 
slow residential housing growth has produced mixed empirical results. Some 
studies conclude that local housing regulations and antigrowth policies have 
a significant influence on restraining growth (Levine 1999; Pendall 2000; 
Fischel 2001; Staley 2001; Malpezzi 2002; Nguyen 2007), while others find 
that local growth management has fairly limited or even null effects (Baldassare 
and Protash 1982; Logan and Zhou 1989; Landis 1992, 2006; Warner and 
Molotch 1995; Logan and Crowder 2002).

However, even if local governments have only limited or even no ability 
to constrain housing growth, attempts to control growth may still have miti-
gated the damage from the foreclosure crisis by improving the quality of the 
development that is allowed. Policies affecting local development, residential 
and otherwise, are best understood as having multiple motives, chief among 
them the desire to avoid the negative consequences of growth, such as traffic 
congestion and declining service quality for everything from parks and recre-
ation to schools (Warner and Molotch 1995; Steel and Lovrich 2000). Studies 
of the emergence of residential development controls have also demonstrated 
how, rather than simply preceding and affecting development, local residen-
tial development controls or a more general political animus to growth are 
instead often the consequences of earlier episodes of rapid, less controlled 
growth (Baldassare and Protash 1982; Baldassare and Wilson 1995, 1996; 
Donovan and Neiman 1992).

It may be that one major effect of local growth control policies is not in 
restricting the growth of the housing stock but in requiring more care in 
planning the location, design, and type of new housing. This has been 
observed in the influence of local direct democracy on growth issues, 
where Gerber and Phillips (2004) show that voter initiatives regarding 
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development projects do not stop or slow growth, so much as they are used 
to ensure that local public goods or quality of life are not compromised by 
new projects. More careful planning and attention to infrastructure in turn 
may lead to fewer purchases by consumers more at risk of foreclosure, such 
as those seeking investment properties to “flip” (quickly resell) or those 
willing to purchase poorly located or marginal-quality housing because of 
overextended household finances or credit problems. In contrast, communi-
ties that actively encouraged housing growth and accepted large-scale or 
low-quality tract housing development in the 2000s might have attracted a 
disproportionate segment of the riskier buyer pool, and thus suffered more 
during the foreclosure crisis.

All of this implies that cities with more restrictive growth orientations will 
experience (1) less actual housing construction and/or (2) more well-planned 
or well-located housing development than cities with less stringent orienta-
tions toward development. Thus, we hypothesize that the more restrictive a 
city was toward residential development, ceteris paribus, the lower its rate of 
foreclosures was once the foreclosure crisis developed.

Data Sources and Key Measures
Data on the number of foreclosures in California municipalities in 2008 and 
2009 were obtained from DataQuick News (DataQuick News 2010), which 
compiles information on foreclosure activity from county assessor and 
recorder offices, and covers an estimated 80 to 95 percent of residential sales 
activity in California (Kan 2008). DataQuick’s data for 2008 and 2009 cov-
ered 91 percent of cities (437 of 480) in California, with some very small 
communities omitted. The number of foreclosures for each year refers to 
recorded Trustee’s Deeds (the transfer of the property from the homeowner 
back to the bank) in that calendar year.

Media coverage of the foreclosure crisis in California has emphasized that 
the most heavily affected areas were fast-growing inland locations with his-
torically lower property values, while higher property value and coastal areas 
were less affected. This story is readily apparent in Figure 1, which presents 
a histogram of the number of cities (differentiated by coastal and inland 
counties) broken down by the mean annual number of foreclosures per 1000 
homes for 2008-2009. The long tail to the right contains some of the fastest-
growing California cities in the 2000s, including Patterson (the sixth fastest 
growing city from 2000-08), Lake Elsinore (twelfth), Lathrop (thirteenth), 
and Desert Hot Springs (nineteenth), all of which are in inland counties.

Information on city governments’ development and growth control poli-
cies and attitudes toward growth was obtained from a mail survey of city 
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planning directors in the three major regions of California (the San Francisco 
Bay Area, the Central Valley, and the greater Southern California region) 
conducted in 1998 and 1999 (Lewis and Neiman 2000).1 The fact that this 
survey preceded the foreclosure crisis by a decade ensures that the survey 
responses could not have been influenced by consequences or even the antici-
pation of this crisis. Usable survey data were obtained from 297 municipali-
ties, for a 76 percent response rate among the cities of these regions.

On the survey questionnaire, city planning officials were asked to rate the 
importance of various factors “in constraining or slowing residential devel-
opment in your city”; these factors were rated on a 5-point scale ranging from 
“not at all important” (1) to “very important” (5). The item most relevant to 
our hypothesis was “city council opposition to growth.” The vast majority of 
California cities operate under reformed municipal structures, with relatively 
weak mayors (who typically sit as a member of the council) and appointed 
city managers, making the city council the central political and policymaking 
institution in municipal government. We expect greater city council impor-
tance in constraining development to have a negative effect on the subse-
quent number of foreclosures in a city.

Our measure of local policy is subjective, representing the viewpoint of an 
informed local observer (the planning director) about their city government’s 
influence on residential development. We do not use ostensibly “objective” 
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measures, such as a count of the number of growth management policies in 
the city. Our reasoning for using a subjective rather than objective measure is 
twofold.

First, tallying regulations “on the books” (such as restrictions on building 
permits, water hook-ups, building height, and so on) represents a count of 
“paper” policies that may or may not be actively and effectively implemented. 
Probably for this reason, several previous studies of local growth controls 
that have used objective “policy count” measures approach did not detect any 
relationship between these policies and development outcomes (e.g., Logan 
and Zhou 1989; Baldassare and Protash 1982).

Second, identifying variations in growth policy orientations by looking 
only at the number of overt growth management policies in a city poses risks 
of inappropriately measuring actual local policies and practices that affect 
residential growth. For instance, communities that have long had low-
density, large-lot zoning codes have been “hard-wired” for slow growth from 
the start; thus they typically do not need to institute growth control policies of 
the type measured in growth-management surveys (Glaeser, Schuetz, and 
Ward 2006). Instead, it may be rapidly growing communities with substantial 
reserves of vacant land for whom overt growth management policies are 
more relevant and more likely to be passed. An “objective” measure of local 
growth management policies is likely to mischaracterize the rapidly growing 
city as being more antigrowth than the large-lot, low-density community.

Thus, in order to accurately capture the influence of city growth policies on 
residential development one needs a de facto rather than de jure measure of 
these policies. Our subjective measure that asks city planners for an assess-
ment of city council influence on residential development is such a measure.

As a test of the validity of our subjective measure, we estimated a linear 
regression model with each city’s growth rate in housing units from 2000 to 
2008 as the dependent variable, and both our subjective measure and a tally 
of growth restrictions “on the books” in each city as independent variables, 
along with a set of control variables.2 Our subjective measure has a statisti-
cally significant effect on city growth rates in the expected direction, while 
the number of growth restriction policies is statistically insignificant, pro-
viding further evidence of the validity of our measure. This regression is 
presented in the appendix.

Our models estimating the number of foreclosures in each city also include 
two other measures related to local growth policies. The first is the percentage 
of growth in the number of housing units in each city from 2000 to 2008 (i.e., 
100 indicates a doubling of the number of housing units). Greater increases in 
the number of housing units are likely to indicate a city with more pro-growth 
policies. Of course, broader economic factors and the jurisdiction’s size also 
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are likely to strongly affect the amount of housing developed. Thus, the hous-
ing growth rate may be viewed as partially a measure of policy and partially 
an economic control variable. Data on the number of housing units in each city 
was obtained from the California Department of Finance (State of California, 
Department of Finance 2010).3 We expect that cities with higher growth rates 
in their housing stock leading up to the foreclosure crisis will have greater 
numbers of foreclosures, especially since subprime and other nontradi-
tional mortgage types were heavily used to purchase properties during this 
time span.

We also include a dummy variable indicating whether a city had plans, as 
of 1998, to expand through annexation by adding land adjacent to the then-
existing city boundaries. Again, this can be viewed as a measure of a pro-
growth policy orientation (bearing in mind, however, that those cities that are 
completely landlocked by other incorporated municipalities cannot annex). 
Information on city annexation plans came from an earlier survey of California 
city managers in 1998 (Barbour and Lewis 1998).4 We anticipate that those 
cities whose officials reported annexation plans in 1998 would have higher 
numbers of foreclosures a decade later (Johnson and Schmidt 2010).

Control Variables
A number of control variables were also included in the analysis to account 
for geographic and economic influences on the foreclosure rate. One such 
influence is whether it is even possible for a city to expand its housing stock. 
Some cities are “built out,” and do not have any remaining vacant land on 
which to add housing, even if additional housing was desired. Information 
on which cities had no more vacant land available was obtained from the 
1998 city manager survey, and a dummy variable was included in the analy-
sis to indicate which cities were built out.5

Figure 1 emphasizes that the cities most heavily affected by the foreclosure 
crisis were those in inland locations, where property values historically have 
been lower. As many of the cities that have adopted slow-growth policies are 
in coastal, high property value regions, this may be a sign of a spillover effect 
that led to excessive development in metropolitan fringes and inland commu-
nities compared with urban coastal areas (Byun, Waldorf, and Esparza 2005). 
Alternatively, this could indicate that some other macro-regional economic 
factors are at work. In either case, controlling for these geographic and eco-
nomic factors is important if one is to distinguish between the influence of 
slow-growth policies and other effects that may be associated with coastal and 
traditionally high property value regions. Information on median home prices 
in 2000 was obtained from the U.S. Census (2000), and included as a control 
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variable (measured in $100,000s). A dummy variable indicating if a city was 
located in a coastal county (bordering the Pacific Ocean or San Francisco Bay) 
was also included.

Finally, we include several control variables for the demographic makeup 
of each city. There is evidence that subprime and predatory lending to finan-
cially unstable households was especially prominent in minority communities, 
which would result in a greater number of subsequent foreclosures in these 
communities (Immergluck and Smith 2005; Kaplan and Sommers 2009). 
Thus, we include the percentage of African-American and Hispanic residents 
in each city in 2000 as controls. As foreclosures almost always occur when 
homeowners are no longer able to pay their mortgage, we included median 
household income in each city in 2000 (measured in $10,000s) and the city’s 
unemployment rate in 2008 as measures of the financial resources residents 
might be able to draw on to meet their payments. We expect that the number 
of foreclosures will be lower in cities with higher median household incomes 
and lower unemployment rates. The income and race data are derived from the 
2000 Census, while the unemployment rate data come from the California 
Employment Development Department (State of California, Employment 
Development Department 2011).

While both median household income and the unemployment rate might 
be important variables in explaining foreclosures, they are also closely related 
to several other variables in our model, raising concerns that multicollinearity 
might affect our empirical results. To address this concern we present two 
models below—one with all of the independent variables discussed here 
(Model 1) and another model that omits median household income and the 
unemployment rate (Model 2).

Methods and Results
Figure 1 reveals that the foreclosure rate across California cities is bounded 
below at zero and severely positively skewed, with a large number of cities 
experiencing relatively low foreclosure rates, and a smaller number of cities 
more heavily affected by the foreclosure crisis. This indicates that a linear 
regression on the foreclosure rate would be an inappropriate empirical strat-
egy (Immergluck 2010). Thus, to examine how reported local opposition to 
residential growth influenced the number of foreclosures in each city, we 
use a negative binomial regression model, with the total number of foreclosures 
in each city in 2008-2009 as the dependent variable. The negative binomial 
model is the proper model to use for overdispersed event count data (count 
data where the variance is greater than the mean, as we have here); failure 
to account for this overdispersion would bias the standard errors downward 
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(King 1989). To control for city size, the natural log of the total number of 
housing units in each city in 2009 was included, with its coefficient con-
strained to 1.6 After removing observations with missing data, there were 
200 (Model 1) or 201 (Model 2) cities available for analysis. The results of 
our analysis are presented in Table 1.

Table 1 reveals that city council opposition to growth is associated with 
fewer foreclosures in a city, even when controlling for the rate of increase in 
the housing stock and other local economic, demographic, and geographic 
characteristics. The independent effect of anti-growth orientations on the 
number of foreclosures even after controlling for growth in housing suggests 
that policy orientations influencing the type and quality of development 
played a role in mitigating the negative effects of the foreclosure crisis, 
regardless of whether local actions slowed housing growth.

As expected, higher rates of housing growth from 2000 to 2008 are associated 
with a greater number of foreclosures in 2008-2009. Some of the growth in hous-
ing that contributed to foreclosures was no doubt due to city growth policies, 

Table 1. Factors Influencing the Number of Foreclosures in California Cities, 
2008-2009

Independent Variable Model 1 Model 2

City council opposition to growth  −0.08** (0.04) −0.09** (0.04)
Growth in housing units, 2000-2008 (%)  0.01** (0.004) 0.01** (0.004)
Annexation is expected  0.26** (0.11) 0.27** (0.11)
City is built out  −0.23 (0.15) −0.27* (0.15)
Median home value, 2000 ($100,000s)  −0.24*** (0.07) −0.23*** (0.05)
Coastal county  −0.22 (0.14) −0.26* (0.13)
African-American population, 2000 (%)  0.03*** (0.01) 0.03*** (0.01)
Hispanic population, 2000 (%)  0.005 (0.004) 0.01* (0.003)
Median household income ($10,000s)  0.04 (0.05)   
Unemployment rate, 2008 (%)  0.03 (0.02)   
Constant  −3.53*** (0.39) −3.12*** (0.24)
Overdispersion (α)  0.45*** (0.05) 0.45*** (0.05)
Number of observations 200 201
Wald χ2 305.44*** 273.55***

Note: These models are negative binomial regressions with the number of homes in 
foreclosure as the dependent variable. The logged number of homes in the city in 2009 was 
included as an exposure variable with the coefficient constrained to 1. Heteroscedasticity-
robust standard errors in parentheses.
*p < 0.10, **p < 0.05, ***p < 0.01.
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although economic and geographic factors also affect the growth in housing 
stock. City plans for annexation are also associated with a greater number of 
foreclosures in 2008-2009, again indicating that cities that pursued pro-growth 
policies were more likely to later experience problems with foreclosures.

Most of the control variables have the expected effect, although some of 
these effects were not statistically significant in Model 1 (most likely due to 
multicollinearity between some of the independent variables). All else equal, 
cities that were built out, had higher property values in 2000, or were located 
in coastal counties experienced fewer foreclosures. Conversely, cities with 
higher percentages of African-Americans and Hispanics suffered more fore-
closures, with the effect for African-Americans holding even after control-
ling for median household income and unemployment. In California, as 
elsewhere (Kaplan and Sommers 2009), there appears to be a racial disparity 
in foreclosure problems, perhaps because of predatory lending concentrated 
in minority communities or higher economic vulnerability among those 
groups.7 Finally, the statistically significant overdispersion parameters indi-
cate that the negative binomial model was an appropriate choice.

To ensure that our results were not driven by those few cities that were 
exceptionally hard hit by the foreclosure crisis, we dropped the nine cities in 
our analysis that had a foreclosure rate greater than 60 per 1000 homes from 
the data (the long tail to the right in Figure 1). Reestimating the models in 
Table 1 omitting these cities did not change the substantive results of our 
analysis. We also reestimated our model using the number of home sales in 
each city from 2002 to 2007 (DataQuick News 2011) as a proxy for the num-
ber of homes with recent mortgages as the exposure variable—again, this did 
not change the substantive results of our analysis.

As with any nonlinear model, one cannot interpret the substantive effects 
of these negative binomial coefficients as one would if this were a linear 
regression model. To demonstrate the substantive effects of the independent 
variables on foreclosures for our primary model (Model 1), we first calculate 
the expected number of foreclosures in a hypothetical California city of 
10,000 homes where all of the independent variables take on values close to 
their median values.8 Under this scenario, we would expect to see about 300 
foreclosures in 2008-2009 in our hypothetical city.

We then calculate how the expected number of foreclosures in this hypo-
thetical city would change as we sequentially change the value of each inde-
pendent variable from its original value to a new value. To calculate standard 
errors for these estimates, we took 1,000 random draws from the multivariate 
normal distribution defined by the estimated model coefficients and covari-
ance matrix, calculated the estimated change in foreclosures using each draw 
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as a new set of coefficients, and then reported the mean and standard devia-
tion of these 1,000 calculations.9 The results of these calculations are pre-
sented in Table 2.

Local opposition to growth had a noticeable effect on the number of fore-
closures in a city. Table 2 reveals that the expected number of foreclosures in 
2008-2009 in our hypothetical city would drop by 85, from 300 to 215 
(a decline of 28 percent), if the role of the city council in constraining or 
slowing residential development had been “very important” instead of “not at 
all important.” This difference in foreclosures is similar in magnitude to that 
one would expect if median home prices in 2000 in this city had been 
$350,000 instead of $200,000. City plans for annexation also had an effect in 
this range, as the intent to annex in the late 1990s is associated with about 
88 more foreclosures in this hypothetical city in 2008-2009. Increasing the 
growth rate from the median (8 percent, meaning this hypothetical city had 
about 9,260 homes in 2000) to the third quartile in the data (20 percent, 
meaning this hypothetical city had about 8,330 homes in 2000) would be 
expected to increase the number of foreclosures in 2008-2009 by about 33, 

Table 2. Changes in the Expected Number of Foreclosures in a City of 10,000 
Homes as Values of the Independent Variables Change (Model 1)

Independent Variable (Change)
Expected Change in 
No. of Foreclosures

City council opposition to growth (1 → 5)
Growth in housing units, 2000-2008 (%) (8 → 20)

−84.57** (42.95)
33.44** (13.85)

Annexation is expected (0 → 1) 87.50** (36.38)
City is built out (0 → 1) −62.94 (40.39)
Median home value, 2000 ($100,000s) (2 → 3.5) −88.35*** (25.23)
Coastal county (0 → 1) −60.85 (42.23)
African-American population, 2000 (%) (2 → 10) 88.50*** (25.99)
Hispanic population, 2000 (%) (10 → 20) 13.80 (11.14)
Median household income, 2000 ($10,000s) (4 → 6) 26.26 (31.63)
Unemployment rate, 2008 (%) (7 → 10) 19.24 (15.15)

Note: The change in the value of each independent variable that produces the corresponding 
change in the expected number of foreclosures from the baseline case is presented in 
parentheses below the name of each independent variable. The baseline case for these 
calculations is the number on the left in each set of these parentheses, and produces 299.98 
foreclosures. Standard deviations for each expected change in the number of foreclosures are 
presented in parentheses below each number.
*p < 0.10, **p < 0.05, ***p < 0.01.
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while increasing the African-American population from 2 to 10 percent would 
be expected to increase the number of foreclosures by about 89. The other 
independent variables in Model 1 did not have a statistically significant influ-
ence on the number of foreclosures in this hypothetical scenario.

Conclusion
We have found that California city officials’ reports from the late 1990s of city 
council opposition to residential development are negatively associated with 
foreclosures in these communities a decade later. We did find that many of the 
“usual suspects” regarding local residential development were important too; 
that is, local socioeconomic status, availability of land, proximity to the coast, 
and proportions of minority residents were related in expected ways to foreclo-
sures. Yet even after accounting for the effects of these and other variables, local 
policy orientations toward residential development influenced local foreclosure 
rates. In short, although the mortgage crisis may be viewed as an unstoppable 
force of national or international dimensions, anti-growth cities in one hard-
hit state apparently were able to moderate the local severity of this contagion.

Another measure of local policy orientations—the stated intention among 
city managers in 1998 that their cities would annex land—also mattered, as 
cities with annexation plans tended to experience more foreclosures. Further, 
some of the control variables we consider—such as the growth rate in housing 
from 2000 to 2008 and possibly even the racial composition of the city—may 
in turn have been affected by the city’s pro- or anti-growth policy orientation, 
suggesting that our policy measure may affect foreclosure outcomes through 
both direct and indirect mechanisms.

Overall, these results provide significant evidence that local government 
regulation and local anti-growth politics can indeed affect not only how a 
city will grow but what consequences it will experience from such growth. 
Even where macroeconomic change would seem likely to overwhelm local 
communities, as in the case of the foreclosure crisis, it appears that local 
economic outcomes vary in part as a function of the posture that the city’s 
policy makers take toward accommodating pressures to grow.

As a policy matter, these findings pose some challenging puzzles, and our 
findings should not be viewed as a recommendation favoring or opposing 
local growth management policies. On one hand, it seems likely that com-
munities currently laboring under the weight of unprecedented numbers of 
foreclosures might have avoided some of their woes by being less amenable 
to new housing projects. In that sense, one might claim that if more cities had 
made an effort to manage growth, then the housing meltdown might have 
been significantly less burdensome.
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However, there is also evidence suggesting that local growth policies do 
not affect the total amount of housing, but merely change the geographic dis-
tribution of this housing (Byun, Waldorf, and Esparza 2005; Glickfeld and 
Levine 1992; Levine 1999; Shen 1996). In this case, the impulse to manage 
growth among some localities may have simply shifted a greater than optimal 
amount of new housing stock to more growth-friendly communities (Glaeser, 
Gyourko, and Saiz 2008). In the face of the foreclosure crisis, then, growth-
controlling communities may have not only evaded their responsibility to 
absorb their “fair share” of housing but also magnified and concentrated the ill 
effects of foreclosures in communities that were already more vulnerable to 
the problems associated with economic downturns. In this sense, it may be 
correct to argue that local growth policies contributed to the negative eco-
nomic consequences of the housing bubble (O’Toole 2009), but at least in the 
case of foreclosures, these consequences appear to have been more severe in 
growth-friendly communities.

We therefore stop well short of counseling that local officials ought to 
embrace restrictions toward growth. But we do suggest that—contrary to 
some prominent veins of literature on urban politics and policy—local gov-
ernments’ actions and policy orientations do have some significant capacity 
to shape the long-run fortunes of their communities.

Appendix
Table A. Factors Influencing the Housing Growth Rate of California Cities, 
2000-2008

Independent Variable Coefficients

City council opposition to growth  −1.66* (0.98)
Annexation is expected  3.93* (2.14)
Number of growth restriction policies  0.66 (0.53)
City is built out  −5.42*** (2.04)
Median home value, 2000 ($100,000s)  −2.02*** (0.70)
Coastal county  −12.81*** (2.75)
African-American population, 2000 (%)  −0.08 (0.16)
Hispanic population, 2000 (%)  0.02 (0.07)
Median household income, 2000 ($10,000s)  1.49** (0.63)
Constant  20.90*** (5.43)
Number of observations 205
R2 0.28

Note: This model is a linear regression with the rate of growth in homes from 2000 to 2008 
as the dependent variable. Heteroscedasticity-robust standard errors in parentheses.
*p < 0.10, **p < 0.05, ***p < 0.01.
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Notes

  1.	 The Southern California region was defined as Los Angeles, Orange, Riverside, 
San Bernardino, San Diego, Santa Barbara, and Ventura counties. The San Fran-
cisco Bay Area was defined as Alameda, Contra Costa, Marin, Napa, San Fran-
cisco, San Mateo, Santa Clara, Solano, and Sonoma counties. The Central Valley 
was defined as Butte, Colusa, Fresno, Glenn, Kern, Kings, Madera, Merced, 
Placer, Sacramento, San Joaquin, Shasta, Stanislaus, Sutter, Tehama, Tulare, 
Yolo, and Yuba counties. Together these regions accounted for more than 94 
percent of California’s population in 2000.

  2.	 The tally of growth restriction policies in each city is described in Lewis and 
Neiman (2009, 140-41).

  3.	 This data source does not make a distinction between condominiums and apart-
ments, so the total number of housing units is an overestimate of the number of 
owner-occupied units. Limiting our analysis to only single-family homes (attached, 
detached, and mobile homes) did not change the substantive results of our analysis.

  4.	 This survey was conducted by the Public Policy Institute of California, and had 
a 70 percent response rate. The wording of the relevant question was: “In your 
estimation, what are your city’s plans relating to annexation over the next five 
years?” City managers could indicate that their city planned to annex more than 
five square miles, one to five square miles, less than one square mile, or that the 
city could not or would not annex.

  5.	 The question wording was: “Which of the following statements best applies to 
your city? (check one answer): There is considerable vacant land for new devel-
opment; There is a limited amount of vacant land available for new develop-
ment; There is little or no vacant land available—the city is ‘built out.’”

  6.	 Since the expected number of foreclosures in this negative binomial model is 
given by exp(Xβ), including the natural log of the number of housing units as an 
independent variable and constraining the coefficient to 1 controls for city size 
in a way that preserves the ratio of foreclosures to housing units in our data.

  7.	 Even though our model controls for the median income of the city, it is well 
known that African-Americans of a given income level tend to have less household 
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wealth than Whites of the same income level (Blau and Graham 1990; Oliver and 
Shapiro 2006). This lack of other resources likely hinders African-Americans’ 
capacity to respond to shocks such as layoffs or health problems, thus increasing 
their likelihood of mortgage default.

  8.	 The hypothetical city we consider here was at a 1 on the 5-point scale measuring 
city council opposition to growth, had grown about 8 percent since 2000, did not 
have plans to annex land as of the 1998-1999 survey, was not built out, had a 
median home value of about $200,000 in 2000, was located in an inland county, 
had a median household income of about $40,000, an unemployment rate of  
7 percent, and had a population that was about 2 percent African-American and 
10 percent Hispanic.

  9.	 For more details on this approach to calculating standard errors on model esti-
mates, see King, Tomz, and Wittenberg (2000).
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