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Introduction

The City of Albuquerque requested MRCOG to provide alternative growth forecasts that explore the possible outcome of increasing the allowed number of units on R-1 zoned lots from one unit to two units (one single family home + one Accessory Dwelling Unit) and one unit to three units (one single family home + two attached dwelling units). MRCOG’s UrbanSim land use model was used to develop the alternative growth forecasts.

Land Use Model Overview

MRCOG’s land use model simulates household and job growth in the region. The land use model steps through the cycle below for each year between the base year (2016) and the horizon year (2040).
 The input data for the land use model creates the base year conditions for land use, population, housing and jobs by industry. 
The data to create the base year comes from the US Census Bureau, New Mexico Department of Workforce Solutions, municipal and county zoning data, county assessors’ parcel data, and Costar real estate data. The data to create the future year growth comes from building permits, approved municipal and county master plans, development plans, University of New Mexico forecasts for population and jobs, Zonda housing data and CoStar real estate data. New households and jobs are added to the region and choose new buildings based on estimated “attractiveness scores” assigned to parcels by the variables outlined in the Price Models and Household Models sections below.
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1. Control Totals – New households and jobs are added to the region based on forecasts made by UNM-GPS and UNM-BBER.

2. Scheduled Developments – “Known developments” are added to the region.

3. Price Models – Expected rents for potential new buildings are calculated based on variables that have been shown to affect rent prices in the region. See Price Models section.

4. Proforma Developer Models – Buildings that are expected to be profitable, based on expected rents and expected costs, are built.

5. Household Location Choice Models – The new households that were added to the region from the Control Totals choose housing units to move into based on variables that have been shown to affect the attractiveness of different areas and different housing units. See Household Choice Models section.

6. Employment Location Choice Models – New employers that were added by the Control Totals step choose buildings.

7. Travel Demand Model – Congestion and travel times are recalculated based on the new geographic distribution of households and jobs. Variables such as the “Jobs within 20 min commute” variable will now reflect the new traffic conditions.

Housing Supply and Demand

Demand for new housing is generated in the land use model by the Control Totals step. Each year, new households are introduced to the region and choose housing units based on the variables used in the Household Choice Models. Housing supply in the land use model is generated by the Developer Model which attempts to build the most profitable new housing units possible. The revenue is calculated using the expected price a potential new unit would be worth from the Price Model and the estimated construction costs are subtracted to calculate a hypothetical profit. Development projects are ultimately determined by what is allowed in zoning restrictions.
Price Models

The following variables were determined to be significant in predicting the expected rent of a new residential building/house:

· Proximity to high frequency transit stops

· Avg. income of an area

· Year built

· Jobs within 20 min commute

· Commercial buildings within ½ mile

· Jobs to households ratio of an area

· Number of injury crashes within ½ mile (lowers prices)

· Industrial buildings within 1 mile (lowers prices)

Only buildings that are expected to be profitable are built by the developer model. Areas that have lower expected rents, generally, will see fewer ADUs built. The developer model can only build buildings that conform with zoning. In these alternative scenarios, the City’s R1 zoning is adjusted to allow up to two or three units and then compared to the “2040 Trend” scenario which uses the current zoning rules.

Household Choice Models

Variables that are associated with a location being more attractive to new households:

· The number of jobs within a 20 min commute

· For higher income households: the number of office jobs within a 20 min commute

· For higher income households: the avg. income within 1 mile

· The number of restaurants within ½ mile

· For multifamily buildings: proximity to a high frequency transit stop

· Year the housing unit was built (newer is more attractive)

· Sqft per person of a housing unit (more sqft is more attractive for larger households)

Variables that are associated with a location being less attractive to new households:

· Rent/home prices (as prices go up attractiveness goes down)

· Avg. household size within ½ mile

Scenario Results

The City of Albuquerque’s R-1 zoning code was adjusted within the UrbanSim land use model to allow up to two housing units per parcel in the “+1 ADU” scenario and up to three housing units per parcel in the “+2 DUs” scenario to explore how these zone changes might affect growth in the region.  The results are shown in Tables 1 and 2, and Maps 1-3.
Table 1: Population and Household Impact of R1 Zone Change: +1 ADU and +2 DUs Scenarios
	 
	Base Year 2016
	Trend 2040
	Trend + 1 ADU Scenario
	Trend + 2 DUs Scenario

	Population
	595,116
	683,437
	689,200
	699,260

	Pop Growth
	na
	88,321
	94,084
	104,144

	Pop Growth due to Policy Change
	na
	na
	5,763
	15,823

	Households
	236,157
	271,205
	273,492
	277,484

	Hhld Growth
	na
	35,048
	37,335
	41,327

	Hhld Growth due to Policy Change
	na
	na
	2,287
	6,279


Albuquerque was originally expected to grow from 236,157 households in 2016 to 271,205 households in the 2040 Trend scenario. The “+1 ADU” alternative scenario estimates that Albuquerque would gain an additional 2,287 households or 5,763 additional population above what was estimated in the 2040 Trend. The “+2 DUs” alternative scenario estimates that Albuquerque would gain an additional 6,279 households or about 15,823 additional population above what was estimated in the 2040 Trend. The additional growth in Albuquerque would mean less growth in other parts of the region such as Bernalillo County outside of Albuquerque or Sandoval County.
   Table 2: Household Impact of R1 Zone Change by CPA

	CPA
	Households 2016
	Additional Households in +1 ADU Scenario
	Additional Households in +2 DUs Scenario

	Central ABQ
	11,867
	-423
	-2.8%
	-846
	-5.7%

	East Gateway
	12,550
	219
	1.6%
	1,479
	10.6%

	Foothills
	37,336
	1,483
	3.8%
	2,879
	7.5%

	Mesa del Sol
	1,742
	-696
	-8.9%
	178
	2.3%

	Mid Heights
	22,203
	756
	3.2%
	1,223
	5.2%

	Near Heights
	36,205
	-142
	-0.4%
	332
	0.8%

	Near North Valley
	10,138
	-614
	-4.8%
	-636
	-5.0%

	North Albuquerque
	28,508
	815
	2.7%
	1,550
	5.2%

	North I-25
	3,621
	-41
	-0.9%
	-56
	-1.3%

	Northwest Mesa
	31,411
	-125
	-0.3%
	-417
	-1.1%

	Southwest Mesa
	24,782
	784
	2.8%
	5
	0.0%

	West Mesa
	15,794
	271
	1.3%
	588
	2.9%

	Total
	236,157
	2,287
	-2.7%
	6,279
	21.4%


If ADUs are permitted in R-1 zoned land it is projected that the Foothills CPA would see the largest increase in households at 3.8% more households over the Trend Scenario. This amounts to an average of 62 ADU’s per year in a CPA with over 37,000 homes. If 2 additional DUs are allowed in R-1 zoning it is expected that the East Gateway CPA will see the largest relative increase of about 10.6% more households.
The maps on the following pages show the estimated household growth above and beyond the 2040 Trend that a change in the R-1 zoning could produce. 
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In both scenarios (+1 ADU and +2 DUs), the Central ABQ and Near North Valley CPAs are expected to see less growth compared to the 2040 Trend. Both of these CPAs have relatively more multifamily and mixed-use zoning than other CPAs and saw many large apartment buildings constructed in the 2040 Trend. If more growth can be absorbed by ADUs, large apartment buildings will be less profitable and less likely to be built.

Below are explanations for why the East Gateway CPA (and other similar CPAs) experienced growth in the alternative scenarios:

· Larger lot sizes - it is easier to add an additional unit (or two) without having to demolish a house (the land use model takes demolition costs into consideration).

· High residential rent/home prices - For development to be profitable, prices need to be high but not so high that it discourages households from choosing the area.
· High attractiveness for new households: 

· Good access to job centers and other key destinations - the existing transportation network in these areas has excess capacity and can accommodate increased volumes. 
· Good access to high frequency transit

· High average incomes in the area

· Houses are relatively newer and larger than in other areas

Conclusions

Generally, areas that currently have high housing prices will be the most likely to see new ADUs. Developers or homeowners can expect the most profit where rent is the highest since the construction costs are generally going to be similar across the city. In addition, transportation accessibility also plays an important factor in determining where additional housing is likely to locate if permissible through zoning.
Limitations
· These scenarios do not reflect the recent zoning change in Bernalillo County that allows ADUs because their use is conditional and not by right and therefore not suitable for projections.

· This analysis does not take financing issues into consideration. Homeowners being able to get financing for ADUs is a well-known issue that has been seen in other cities that have allowed or encouraged ADUs. 

· The land use model uses a profit driven approach to development and does not necessarily represent where new housing is most needed.
� The base year is 2016 for the land use model that produced the 2040 Connections MTP. This will be updated to 2020 for the next MTP. Base year data availability always lags the current year, however this is corrected during the model simulation process which adds recent known developments and building permits into the first several forecast years.





