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The Context

The Puget Sound is 
growing very 
quickly, and housing 
construction hasn’t 
kept up with the 
need.

2

If housing construction trends continue as in recent 
decades, the Puget Sound is facing a 140,000-unit gap 
in total housing units compared to projected need.

A big gap in 
housing 
overall

Sources: US Census Bureau 2000; US Census Bureau 2020; Washington Dept. of Commerce 2023.
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The Context

Units affordable to 
families with low 
and moderate 
incomes will face 
the biggest 
shortfall given 
recent trends.

3

Federal housing subsidies in recent decades supported 
fewer units in the Puget Sound than the Washington 
Department of Commerce estimates are needed to 
meet the needs of households with low incomes.

Sources: HUD 2004, 2022; NHPD 2023; Washington Department of Commerce 2023.
Notes: AMI = area median income; HUD = US Department of Housing and Urban Development; 
LIHTC = Low Income Housing Tax Credit; NHPD = National Housing Preservation Database.
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A >200,000-unit 
gap in affordable 

housing



The Context

High mortgage 
interest rates stand 
in the way of new 
housing 
construction and 
have reduced 
affordability.
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Homeownership is more expensive for the average 
American today than anytime since 1985.
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Sources: US Census Bureau 2023.

Nationwide, the building permitting rate fell by 30 
percent during 2022. As of September 2023, 
permitting is substantially lower than in the mid-
2000s, especially when adjusted for population.
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The Context

Strict zoning rules 
are associated with 
low housing 
construction and 
exclusionary 
residential 
environments.
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Before HB 1110, suburbs like Lake Forest Park and 
Mercer Island used strict zoning on a high share of land.

Source: US Census Bureau 2015–19; Freemark et al. 2023.
Notes: Three-county overall constitutes King, Pierce, and Snohomish Counties.
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These suburbs share the following characteristics 
when compared to the region:

▪ populations with a higher share of white and high-
income residents

▪ 50 to 100 percent higher housing costs

▪ 50 percent less housing construction

0%

50%

100%

Share of land zoned for single-family housing

Three-county overall Lake Forest Park Mercer Island
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Cities of >75,000 residents
• must allow 4 units on residential lots, 

and
• must allow 6 units on lots within ¼ mile 

of transit or with 2 units of affordable 
housing.

Cities of 25–75,000 residents
• must allow 2 units on residential lots, 

and
• must allow 4 units on lots within ¼ mile 

of transit or with 1 unit of affordable 
housing.
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New Momentum

HB 1110 (2023) 
charts a path ahead.

Source: Bertolet 2023; Washington State Legislature 2023.



The Challenge
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Despite the momentum, “missing middle” strategies likely will be 
inadequate to fill the gap—especially for affordable units.

▪ The zoning challenge: Developers prioritize cost-effective, large-scale 
structures—not “missing middle” housing. Large-scale upzoning is 
needed to accommodate these larger buildings.

▪ The affordability challenge: Market-rate developers can’t finance units 
at rents affordable to households with low incomes. While adding 
new units lowers costs through filtering, that takes years. Public 
subsidies are needed to meet this market failure.



The Challenge

Evidence from 
other “missing 
middle” housing 
reforms suggests 
their limited 
application.

8

In the US, two- to four-unit apartment buildings are 
rarely constructed.

Sources: City of Portland 2023; Federal Reserve Bank of Minneapolis 2023. US Census Bureau 2022.
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Recent zoning changes in some cities have encouraged 
development of small-scale apartments, but results 
are discouraging thus far—though time will tell.

Portland, 2022: 
271 units
permitted in small-
scale buildings

Minneapolis, 2022: 
33 duplex or 
triplex buildings 
permitted



The Challenge

Rather than focusing 
on “missing middle” 
housing, developers 
focus on large-scale 
apartments—
particularly for 
affordable units.

9

Even in the Puget Sound—where two-unit buildings 
were often allowed before HB 1110—the vast majority 
of new housing units have been in large buildings.

Sources: Freemark et al. 2023; US Census Bureau 2015–19; NHPD 2023.
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In the Puget Sound, 87 percent of federally subsidized 
affordable housing units are located in neighborhoods 
zoned to allow at least four-unit buildings—largely 
because Low Income Housing Tax Credit projects 
require economies of scale to pencil out.
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Solution: Upzoning

Upzoning for 
much higher 
density levels 
could generate a 
stronger housing 
construction 
market.
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▪ Allowing large apartment buildings near 
transit enables developers to invest in 
projects that meet today’s demand.

▪ Such zoning also enables the construction 
of subsidized housing units that require 
higher densities for cost effectiveness.

▪ Our projections show that regional high-
density zoning could result in 50,000 more 
housing units than “missing-middle” 
zoning.

Projections based on Freemark et al. 2023.



Solution: Upzoning

Although it did not 
pass, SB 5466 
(2023) could be a 
model for future 
legislation that 
allows high-density 
housing near 
transit.
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Senate Bill 5466 would have increased floor 
area ratios (FARs) dramatically near rail 
stations and bus rapid transit stops. It also 
would have eliminated parking minimum 
requirements.

Areas along the Link 
light rail line in Seattle 
with strict zoning 
(shown in yellow) 
would have been 
upzoned from allowing 
only small-scale 
buildings (FAR of 0.5–
0.75) to allowing large 
apartment buildings 
(FAR of 3, or 4.5 with all 
affordable units).

Source: City of Seattle 2023. 
Note: Map shows half-mile buffers around Link light rail stations.



Upzoning’s Limits

Over the short to 
medium term, 
upzoning may not 
substantially expand 
affordability for 
families with low 
incomes.
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▪ High-density upzonings have been 
successful in generating substantial 
housing construction in Auckland, Sao 
Paulo, and Zurich.

▪ New housing can enable “filtering” of older 
units, meaning they become affordable 
due to less competition.

▪ But there is little evidence that big 
upzonings will produce an adequate
number of housing units affordable to 
families with low incomes (e.g., less than 60 
percent of AMI). Much of the gap in the 
affordable housing need will remain.

Sources: Anagol et al. 2023; Büchler and Lutz 2021; Freemark 2023; Greenaway-McGrevy and 
Phillips 2022; Stacy et al. 2023.
Note: AMI = area median income.



Solution: Subsidies

The state has an 
opportunity to 
supplement 
federal housing 
affordability 
programs.
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▪ Washington State’s Housing Trust Fund has 
supported 60,000 housing units since 1986—
far less than the amount of low and 
moderate units the state projects will be 
needed by 2044.

▪ Seattle’s housing levy will support only 3,500 
affordable housing units by 2030.

▪ State support can help fill the gap in 
affordable housing availability by:

▪ increasing investment in the trust fund,

▪ purchasing land—or leveraging existing 
public land—and using it for affordable 
housing buildings, and

▪ supporting local public housing creation.



Solution: Subsidies

$1 billion in annual 
housing subsidies—
1.5 percent of the 
state budget—could 
fund 2,800 new 
affordable units 
annually.
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Public subsidies are needed to address the 
Puget Sound’s supply shortage, which is 
projected to be more than 200,000 affordable 
units by 2044. Federal action is needed, but the 
state could make a major dent through added 
investment.

Source: Estimates based on recent affordable housing construction projects in the city of Seattle.
Note: Projection assumes funds would be adjusted for inflation over time and assumes these funds 
would augment existing support, such as LIHTC, rather than replace it. 

▪ New housing affordable at 60 percent of AMI 
requires about $350,000 in subsidies per unit.

▪ A $1 billion annual commitment could roughly 
double affordable housing production, adding 
67,000 units over 24 years.

▪ A similar distribution of funds to tenant-based 
vouchers would be less costly over the short term, 
but more expensive in the long term and is reliant 
on the availability of market-rate units to rent.



Washington State Can Address Its Housing Shortfalls 
Through Upzoning and Affordable Housing Subsidies
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▪ Require municipalities to allow 

large-scale apartment 

developments in transit areas.

Require high-density 
upzoning policy

▪ The state could develop new 

funding sources to fill the gap 

in housing support for 

families with low and 

moderate incomes.

Invest directly in 
affordable housing

▪ The state could ensure that cities 

are meeting both overall and 

affordable housing goals—and 

impose fines if not.

Monitor progress at the 
local level

Three strategies the state can consider to promote greater housing affordability and availability 
for more residents of the Puget Sound and Washington state overall.



What’s Next

A brief describing these findings in more detail will be released by 
the Urban Institute in December.

Sign up for the Urban Institute’s Metropolitan Housing and 
Communities Policy Center newsletter: urban.org/newsletters
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https://www.urban.org/newsletters
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