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Balancing the Costs and Benefits of Historic Preservation

Ingrid Gould Ellen and Brian J. McCabe

4.1 introduction

Historic preservation efforts typically invite controversy, especially in high-cost
cities. Advocates of preservation loudly trumpet the benefits of protecting the
historic assets of a city, while critics charge that preservation freezes city neighbor-
hoods and constrains their vital growth and development. Few observers have
provided a balanced and thorough assessment of these costs and benefits, yet such
an assessment is critical as city leaders make choices about which properties and
neighborhoods to protect and preserve.

On the one hand, historic preservation clearly delivers benefits. The creation of
historic districts may help to strengthen neighborhood identity, encourage social
cohesion, and increase property values by providing certainty about future develop-
ment. As Strahilevitz (Chapter 5, this volume) notes, preserving history – even
a “fake” history created artificially to commemorate nonevents – has the power to
generate feelings of community through a shared narrative of place-making. More
fundamentally, preservation protects critical architectural and historical assets for
future generations and provides a tangible link to our past. In New York City,
preservation efforts have protected such architectural treasures as Grand Central
Terminal and such classic nineteenth-century brownstone neighborhoods as
Brooklyn Heights. We can still see the Greenwich Village townhouses where
Edith Wharton, Hart Crane, and Malcolm Cowley were inspired to write and the
Harlem brownstones where W. E. B. Du Bois, Paul Robeson, Count Basie, and
other artists and intellectuals of the Harlem Renaissance brought to life twentieth-
century African American culture. These historic assets are enjoyed not only by local
residents, but also by visitors who travel to experience these historic buildings and
neighborhoods.

On the other hand, historic preservation places constraints on a city’s ability to
grow and develop by limiting the opportunity to construct new buildings or increase
density on protected sites. Like other land use regulations, historic preservation rules
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impose new constraints that often halt the demolition of older buildings and limit
the size and density of any newer ones. By imposing supply restrictions, the pre-
servation process is likely to lead to higher housing prices and rents, both citywide
and, quite possibly, within individual districts. By limiting the supply of rental
housing through restrictions on new construction activity, it may drive overall prices
up across the city. The requirements for higher-cost building materials in historic
districts may translate into higher rents, creating obstacles for low- and moderate-
income households to live in these neighborhoods. In the long run, these restrictions
could limit the growth and economic development of cities as businesses seek out
other places with lower housing costs and wages.

Decisions about which properties and neighborhoods to preserve are often poli-
tically charged, pitting preservation advocates against real estate developers.
Developers lament the onerous restrictions the preservation process imposes while
preservation advocates charge that the development process undervalues character-
istics of the city that cannot be easily monetized in property transactions. Without
a preservation process that explicitly values the historical character of neighborhoods
and buildings outside of the market, these advocates worry that many places that
contribute to the rich history and cultural fabric of the city will be lost to new
development.

In this chapter, we argue for a more explicit and balanced assessment of the costs
and benefits of preservation efforts in New York City. We focus on the establishment
of historic districts, rather than individual landmarks, because these districts cover
far more properties than individual landmark designations and, as a result, tend to
invite more controversy. In calling for a balanced analysis of the costs and benefits,
we acknowledge that many of the benefits of preservation are hard to quantify. After
all, how do we put a dollar value on the existence of Grand Central Terminal or
quantify the enjoyment of the streetscape of Greenwich Village by residents and
visitors? But the difficulty in quantifying the full set of benefits does not mean we
should avoid quantifying the costs.

To offer a balanced perspective on historic preservation, we offer new evidence on
the development constraints imposed by historic preservation. We do so by calculat-
ing the amount of unbuilt floor area within historic districts and comparing the
density and development of lots inside historic districts and lots in the neighbor-
hoods immediately outside of them. In brief, we find that historic districts are built to
a similar density level as the neighborhoods surrounding them, a finding that
appears to suggest minimal constraints. However, we report that less new construc-
tion takes place in historic districts and that residential soft sites, defined as lots that
are built to less than half of their zoned capacity, are less likely to experience
redevelopment when they are located in historic districts. To create a more balanced
approach to historic preservation, we argue that the planning process in New York
City should consider these costs of preservation alongside the important, but less
tangible benefits that preservation creates for the city. We conclude with a set of
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procedural suggestions for how the city can better make decisions about historic
preservation in ways that balance their benefits against other planning goals.

4.2 the landscape of preservation in new york city

Established in 1965, the New York City Landmarks Preservation Commission (LPC)
designates historic neighborhoods, properties, and scenic landmarks for protection
under the Charter and the Administrative Code of the City of New York (Allison
1996; Wood 2007). In this capacity, the LPC is empowered to preserve historic
districts that contain buildings with a unique historic or aesthetic appeal, represent
one or more architectural styles in the city, and create a distinct body of urban
history. While designated historic districts may include properties that do not
contribute to the unique character of the neighborhood, a large majority of proper-
ties included in a historic district are supposed to contribute to the architectural,
cultural, or historic character of a designated neighborhood.

Since the establishment of Brooklyn Heights as the city’s first historic district in
1965, the LPC has designated more than 100 districts across the five boroughs of
New York City. By the end of 2014, with the designation of the Chester Court
Historic District, the LPC had created 114 unique historic districts.1 Although
these designations have occurred in communities throughout the city, they are
largely concentrated in only a handful of areas. In Manhattan, historic districts are
located disproportionately on the Upper East Side, the Upper West Side, and
portions of the borough south of 14th Street, as shown in Figure 4.1. In Brooklyn,
historic districts are concentrated largely in downtown Brooklyn and the neighbor-
hoods surrounding Prospect Park.

As the number of historic districts has grown over the past five decades, so too has
the amount of land regulated by the Landmarks Preservation Commission.
Figure 4.2 shows the growth in the number of lots included in historic districts
over time, highlighting this growth across different mayoral administrations.
The figure reveals a relatively steady pace of designation since the 1960s. By the
end of 2014, there were more than 27,700 lots in historic districts in New York City.
On average, district designations added 557 lots each year, though the pace of growth
has varied across mayoral administrations. Mayor Wagner’s single year saw the
designation of 1,279 lots, while Mayor Beame’s administration added an average of
only 172 lots annually over his four years in office. While Figure 4.2 suggests a steady
increase in the number of lots protected through the preservation process, it is worth
noting that only 3.3 percent of lots were located in a historic district at the end of
2014. If preservation were to continue at the same pace going forward, it would take
more than 700 years before the majority of the city’s lots were in designated historic
districts. In Manhattan, however, it would take only another 50 years.

Because lots in New York City are not uniformly sized, it is also useful to examine
the proportion of total lot area included in historic districts. We report the
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comparisons between lots and lot area in Table 4.1. By 2014, about 3.3 percent of the
lots in the city were regulated as part of a historic district. Historic districts covered
about 3 percent of lot area, or slightly more than 125million square feet of land, across
New York City. These aggregate measures for New York City mask substantial
variation across the five boroughs. In Manhattan, more than 25 percent of lots and
nearly 15 percent of lot area were located in historic districts by 2014. These totals
amounted to more than 50 million square feet of land on 10,762 lots. For critics of
historic preservation worried about the impact of preservation policies on construc-
tion and development, the square footage of land regulated by the LPC inManhattan
is a worrying indication of excessive regulation in the city’s densest borough.

However, in the other boroughs, the LPC regulates a substantially smaller share of
lots.2 Table 4.1 highlights this variation across boroughs. In Brooklyn, for example,

figure 4.1 New York City Historic Districts and Extensions Added, by Decade
Sources: New York City Landmarks Preservation Commission, NYU Furman Center
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Light shading at the ends of the bars reflects extensions to existing districts

figure 4.2 Count and Percent of City Lots in Historic District, by Year
Sources: New York City Landmarks Preservation Commission, MapPLUTO, NYU

Furman Center

table 4.1: Percent of Borough and New York City Lots and Lot Area Regulated by the
Landmarks Preservation Commission, 2014

Metric NYC Brooklyn Bronx Manhattan Queens
Staten
Island

Historic Districts Lots 3.3% 4.4% 1.0% 25.4% 1.1% 0.2%
Lot Area 3.0% 3.4% 1.3% 14.7% 1.5% 1.8%

Individual +
Interior
Designations*

Lots 0.1% 0.1% 0.1% 1.6% 0.0% 0.1%
Lot Area 1.4% 1.8% 1.9% 5.2% 0.1% 1.3%

LPC Designated Lots 3.4% 4.5% 1.0% 27.0% 1.2% 0.3%
Lot Area 4.4% 5.2% 3.2% 19.9% 1.6% 3.1%

Note: *The individual + interior designation row includes only designations not within historic districts.
While the table shows that 1.4 percent of lot area for New York City is covered by a lot containing an
individual or interior landmark, the percentage drops to 0.6 if we restrict to the building footprint of
individually designated landmark structures.

Sources: New York City Landmarks Preservation Commission, MapPLUTO, NYU Furman Center
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only 4.4 percent of lots – and 3.4 percent of lot area – were regulated through historic
districts by 2014. This includes approximately 37million square feet of land located
on 12,276 individual lots in the borough. In Queens, only 1.1 percent of lots and
1.5 percent of lot area were included in historic districts at the end of 2014.

4.3 theory and past literature: benefits and costs

of historic districts

The preservation of historic neighborhoods is likely to generate costs and benefits
both for the residents of designated neighborhoods and for the city as a whole.
To date, much of the research studying the impact of historic districts examines the
net benefits property owners enjoy within districts, focusing specifically on housing
price impacts following historic designation. Studies relying on longitudinal data to
examine price changes in the wake of designation generally find that historic
preservation has a negligible or even negative effect on property values (Asabere,
Huffman, and Mehdian 1994; Coulson and Leichenko 2001; Heintzelman and
Altieri 2013; Noonan and Krupka 2011).3

Been and colleagues (2016) offer a model showing that the net effect of historic
designation on the value of properties within the district is theoretically ambiguous.
On the one hand, designation restricts the changes property owners can make to
their buildings and largely prohibits demolition and redevelopment. As such, des-
ignation should reduce land and property values. On the other hand, designation
minimizes the risk that new investments in neighborhoods will undermine the
distinctive character of a historic community. As such, designation should boost
property values to the extent that it preserves the historic character and architectural
fabric of a neighborhood.

This model suggests that these relative costs and benefits will vary across neigh-
borhoods. In neighborhoods where buildings are initially built to the allowable
zoning cap or demand for the location is low, preservation should increase property
values because owners are not giving up much in terms of development rights.
However, in neighborhoods where demand is high and heights are far below the
allowable zoning cap, the lost option value will be large. In those neighborhoods, we
would expect property values to increase less, or even to fall, following the designa-
tion of a historic neighborhood. In addition, preservation should provide more
benefit to owners if the neighboring historic homes preserved by the district rules
are more aesthetically attractive.

Studying New York City, Been and colleagues (2016) undertake empirical work
that largely confirms the predictions of their theoretical model. Designation appears
to raise property values within historic districts, but only in the lower-valued bor-
oughs outsideManhattan. Further, designation has a more positive impact on prices
in neighborhoods that score higher on a measure of aesthetic appeal. Notably,
properties located in the immediate neighborhood surrounding the historic district,

92 Ingrid Gould Ellen and Brian J. McCabe

https://doi.org/10.1017/CBO9781316691335.005 Published online by Cambridge University Press

https://doi.org/10.1017/CBO9781316691335.005


defined by a 250-foot buffer, also experience a boost in property values following
designation. These nearby homes enjoy many of the benefits of preservation,
including neighborhood continuity and minimal risk of new development, without
the restrictions imposed on individual property owners. Although the boundaries of
existing districts are modified only occasionally to include additional lots, property
owners in buffer zones may anticipate opportunities for future inclusion in an
expanded historic district.

In addition to the changes to property values, historic preservation is likely to bring
other long-term changes to designated neighborhoods. McCabe and Ellen (2016)
report that the socioeconomic status of a neighborhood rises and the poverty rate
declines after designation by the Landmarks Preservation Commission. While this
process of community “upgrading” likely benefits many neighborhood residents, it
may also create obstacles for low- and moderate-income renters looking for afford-
able housing in designated historic neighborhoods. As Phillips (Chapter 6, this
volume) reminds us, physical preservation of architectural treasures, like churches,
may do little to preserve the social capital in a community. In their conversion to
residential units, these buildings often lose the role they played as key community
institutions.

Beyond the impacts within individual neighborhoods, historic preservation efforts
create benefits and costs for much broader populations, many of whom do not live in
the neighborhoods protected by the preservation process. City residents and tourists
alike often visit, enjoy, and learn from the architectural examples and cultural land-
scapes preserved through historic designation. These districts contribute to the crea-
tion of a distinctive identity for the city, promoting tourism and contributing to
economic development. A set of comparative case studies argues that historic pre-
servation has helped to fuel the economic revitalization of downtown office and retail
districts and thereby helped to further broader economic development (Ryberg-
Webster and Kinahan 2014; Wojno 1991), although these studies tend to focus on
National Historic Trust designation, rather than local designations. Designation
through the National Historic Trust often comes with accompanying financial ben-
efits that are likely to contribute to this process of economic development.

While preservation efforts may support tourism and contribute to economic
growth, such benefits may come at the cost of restricting the supply of housing
citywide. Critics contend that widespread historic preservation puts pressure on
cities already grappling with challenges to building a sufficient supply of affordable
housing (Glaeser 2010). Yet, there has been little effort to quantify the impact of
preservation on the citywide supply of housing, or to identify the number of housing
units that could have been built absent historic preservation efforts. To the extent
that historic designation restricts the supply of housing within districts, it will also
restrict the overall supply of housing in a city unless other areas outside of the district
are upzoned to compensate for the lost development capacity. Although regulating
a small number of lots through the historic preservation process is unlikely to
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dramatically reduce the overall supply, as the number of lots included in historic
districts increases, concerns about supply restrictions become more valid. In cities
with both a robust preservation process and a tight housing market, restrictions
imposed by historic designation could put upward pressure on housing prices and
rents, ultimately limiting economic growth, heightening economic segregation, and
contributing to concerns about housing affordability.

4.4 historic preservation, growth, and development

Critics of historic preservation policies often express concern about the regulatory
burdens imposed by efforts to protect historic neighborhoods. In protecting histori-
cally significant neighborhoods from changes to the historic character of
a community, the preservation process may also limit opportunities for continued
growth and development across the city. Critics contend that preservation policies
restrict the buildable capacity of neighborhoods, eliminate opportunities for new
construction, and inhibit the redevelopment of residential soft sites. If so, then
historic preservation policies may contribute to the crisis of affordable housing by
constraining opportunities to increase density or build additional housing.

There has been little empirical research to formally analyze the degree to which
historic districts constrain development. Given that designation is clearly not random,
estimating the impact of historic districts is challenging. For example, historic districts
are more likely to be established in areas with older homes. It is possible that historic
districts are proposed in neighborhoods that don’t already have other zoning con-
straints, or that these zoning constraints are more likely to be adopted in areas without
historic buildings. Even though we do not claim to precisely identify the impact of
historic districts, we seek to better understand the relationship between preservation
and development by comparing the density levels, buildable capacity, and construc-
tion activity on lots inside and outside of historic districts in New York City.

We begin by comparing the built density of lots located inside these districts with
lots located outside of them, including the fraction of allowable density used. Next, we
consider new construction and alteration activity on individual lots. By comparing lots
located in historic districts to other nearby lots in the community, we quantify the
extent to which these lots attract less new construction activity. Finally, we examine
whether residential soft sites, or lots built to less than half of their zoned capacity,
are less likely to be redeveloped inside of historic districts. Soft sites create a unique
opportunity for residential redevelopment, and our analysis investigates whether
historic preservation affects the likelihood of this redevelopment.

Because historic districts tend to be concentrated in particular neighborhoods in
the city, simple comparisons of density and development intensity between lots
located inside of historic districts and those outside of them are likely to be mislead-
ing. These comparisons may simply capture differences between the high-density
neighborhoods in lower Manhattan and downtown Brooklyn, where historic
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districts are concentrated, and other parts of the city. To provide a more accurate
comparison, we instead compare lots inside historic districts to those lots outside of
the district that are still located in the same general neighborhood, as measured by
community districts. Community districts are sub-borough areas that include
between 50,000 and 250,000 residents. By the end of 2014, 32 of the city’s 59

community districts housed at least one historic district. Each of these community
districts also contained many unregulated parcels.4

Throughout the analysis, we estimate regressions for severalmeasures, including lot
density and development ratios. We include a dummy variable that identifies whether
a parcel is located in a historic district, as well as community district fixed effects.With
these fixed effects, the coefficient on the historic district indicator identifies whether,
on average, the characteristics of lots located inside historic districts differ from those
of lots located outside those districts, but still in the same general neighborhood.

4.4.A Sample

Throughout the analysis, we rely on shape-files provided by the New York City
Landmark Preservation Commission. As of March 2015, these files identify the lots
located within historic districts. We overlay MapPLUTO shape-files from the
New York City Department of City Planning with the historic district maps to
determine the land area of each lot covered by a historic district. Lots with less
than 100 square feet of coverage by a historic district were not included within
a historic district for purposes of our analysis. We exclude lots with a land use
category of “09,” known as “Open Space and Outdoor Recreation,” as well as
other lots classified as parks. We also exclude Ellis Island, Liberty Island, airports,
large underwater lots, and lots with no calculated lot area.

We use the Zoning Resolution of the City of New York and the primary zoning
district information on MapPLUTO 2007 to assign maximum residential and non-
residential floor area ratios (FAR) to each lot (and assigned FAR based on majority
lot area coverage in the instances of a split zoning lot) as of 2007. Adjustments are
made to the maximum floor area to account for special district regulations and as-of-
right zoning bonuses (e.g., Inclusionary Housing Program and plaza bonuses).

For the regression analyses summarized in Table 4.2, we begin with a sample of
851,059 lots.5From there, we exclude 1,154NewYorkCityHousing Authority (NYCHA)
lots, 1,272 lots located in transfer districts, and 1,164 lots with individual or exterior
landmarks. For the analysis of permitted floor area ratio, the final sample is 847,469
lots. For the remaining analyses in Table 4.2, we exclude lots designated as a historic
district after 2004becausewe are testing for differences in development patterns between
2004 and 2014 for parcels within and outside of historic districts as of 2004. This brings
our sample to 838,963 lots. The sample used for the analysis of residential soft sites,
whichwe report inTable 4.3, starts with lots as of 2007,makes the same exclusions, and is
then restricted to 194,360 residential lots classified as soft sites in 2007.
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table 4.2: Differences between a Historic District Lot and a Non-historic District Lot

In New York City
In the Same
Community District

In the Share of Permitted Floor Area Used
(2014)

12.30 percentage
points

7.15 percentage points

In the Share of Lots with New Construction
Activity (2004–2014)

– 3.28 percentage
points

– 2.91 percentage
points

In the Share of Lots with an Alt 1 Permit
(2004–2014)

4.03 percentage points 0.48 percentage points
(not significant)

Sources for Floor Area Use: Landmarks Preservation Commission, MapPLUTO, NYC Zoning
Resolution, NYU Furman Center.
Sources for New Construction: Landmarks Preservation Commission, MapPLUTO, NYU Furman
Center. Lots designated as part of a historic district between 2004 and 2014 are excluded.
Sources for Alt 1 Permits: New York City Department of Buildings, Landmarks Preservation Commission,
MapPLUTO, NYU Furman Center. Lots designated as part of a historic district between 2004 and 2014

are excluded.

table 4.3: Probability of 2007 Residential Soft Site Receiving a New Building, 2008–2014

(1) (2)

Lot Characteristics, as of 2007 New Building, 2008–2014 New Building, 2008–14

In Historic District −0.0357*** −0.0303***
(0.00498) (0.00559)

Building Age 7.65e-05*
(4.20e-05)

Vacant Lot 0.0489***
(0.00821)

Built FAR −0.0260***
(0.00344)

% Allowable Residential
Area Used

−0.0468***
(0.00433)

Constant 0.0339*** 0.0479***
(0.0000991) (0.00494)

Observations 194,360 194,360
R-squared 0.009 0.043
Community District Fixed
Effects

X X

Robust standard errors in parentheses.
*** p < 0.01, ** p < 0.05, * p < 0.1
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4.4.B Allowable and Built Density

We begin by simply comparing the built density levels of lots inside and outside of
historic districts. As of 2014, we find that lots within historic districts were built to the
same density as lots that were outside of these districts, but located in the same
community district. Our first pass, then, suggests that historic districts might not do
much to constrain density levels.

Rather than considering the built density of lots, however, an arguably better test is
whether properties located in historic districts use less of their allowable zoning
capacity than other nearby properties. Although this finding would not prove that
lots in historic districts would be built to higher density absent their designation, it
would suggest a constraint on the development process resulting from historic
preservation. To identify the proportion of development capacity used on a lot, we
divide the built floor area by the maximum floor area allowed on the lot.

The first row of Table 4.2 shows the difference in the share of permitted floor area
used by lots inside and outside of historic districts. On average, we find that lots
located inside historic districts utilize 12 percentage points more of their permitted
floor area than other lots around the city. Citywide, the average lot within a historic
district uses 59 percent of the permitted floor area. By comparison, the average lot
outside of a historic district uses only 47 percent of permitted floor area. When we
estimate our regressions with community district fixed effects, we find that this basic
difference holds within community districts, but that the gap between lots located in
historic districts and those outside of them shrinks: the initial gap of 12 percentage
points from the citywide comparisons shrinks to just 7 percentage points when we
make comparisons within the same community district. Both differences are statis-
tically significant at the 5 percent level.

In short, as of 2014, our analysis reveals that owners of parcels in historic districts
usedmore of their formal development rights than owners of other properties.6 In part,
this is because historic districts are protecting properties that were built prior to the
1961 Zoning Resolution, which reduced allowable density levels throughout the city
(New York City Department of City Planning). In historic districts, 98 percent of
buildings were built before 1961 and nearly 9 percent of those pre-1961 parcels were
built to density levels that current zoning would not allow. But going forward, the
more relevant questions concern the likelihood that lots will be redeveloped in the
future and that the development rights that technically exist in historic districts will be
used. Thus, analyzing actual development activity within historic districts arguably
offers a better test of the constraints imposed by historic preservation.

4.4.C New Construction and Alteration Activity

To analyze new construction, we examine whether lots located in historic districts by
the start of 2004 were less likely to see new construction activity between 2004 and
2014 than other lots. The second row of Table 4.2 shows that lots in historic districts
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were, on average, just over three percentage points less likely to see new construction
than other lots around the city. When we estimate a regression of new construction
activity including community district fixed effects, we see that lots located inside
historic districts were slightly less than three percentage points less likely to experi-
ence new construction compared to lots outside those districts but located in the
same community district. These differences are both statistically significant. There
are some notable outliers to this citywide average. For example, in the TribecaNorth
Historic District, 10 percent of lots saw new construction activity during this 10-year
period. On the other hand, more than half of districts – 52 in total – reported no new
construction activity between 2004 and 2014.

Finally, the third row of Table 4.2 shows differences in the share of lots that received
alteration permits approving building renovations. We focus on Alteration 1 permits,
which include a change in the Certificate of Occupancy. When we compare citywide
differences, the results show that lots in historic districts were more likely to receive
alteration permits than lots not regulated by the LPC. However, this difference goes
away (or loses statistical significance) when we estimate a regression to account for
differences across community districts. In other words, historic districts were no more
or less likely to receive alteration permits than other nearby lots.

While these analyses show that lots inside of historic districts are less likely to see new
construction than other nearby lots, these findings do not control for the likelihood of
redevelopment or new construction before historic district designation. It is possible
that historic districts are designated in areas where little new construction would take
place even absent the designation. In previous research, we find that although new
construction is less common on sites within historic areas than on other sites, even
before they are designated as districts, the district designation widens the gap (Been
et al. 2016). In other words, following designation, sites within historic districts are
significantly less likely to see new construction than they were before designation, even
after controlling for development trends in the surrounding neighborhood.

4.4.D The Development of Residential Soft Sites

Finally, we consider the development of residential soft sites, or lots built to less than
half of their permitted development capacity under current zoning regulations.7

Because these sites are substantially underbuilt relative to the allowable density
under existing zoning regulations, they are prime locations for redevelopment.
In this section, we explore whether such residential soft sites are less likely to be
redeveloped when they are located within historic districts.

Across New York City, 19 percent of lots located in historic districts were soft sites
in 2007 compared to 22 percent of lots located outside of those districts.8 To test
whether these sites are less likely to be redeveloped when they are located in historic
districts, we estimate a regression of the probability that a 2007 soft site was redeve-
loped, or a new building was constructed on it, between 2008 and 2014.9 We control
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for several features of the lot, including whether the site is vacant, the share of
allowable density used, and the age and size of any existing building. With these
controls, we can test whether buildings of a similar size, age, and allowable zoning
capacity were less likely to be redeveloped when they were located in a historic
district. We also include community district fixed effects to control for the local
neighborhood.10 Our key independent variable is whether the parcel is located in
a historic district as of 2007.11 Our analysis is reported in Table 4.3.

Consistent with our expectations, we find that vacant lots are substantially more
likely to be redeveloped than lots with existing buildings. Lots with structures built
more recently, as well as those with larger buildings and buildings that use up more
of their allowable development rights, are less likely see new construction. Critical
for our analysis, we find that after controlling for these factors, soft sites located inside
a historic district are significantly less likely to experience new construction than
those located outside of a historic district. The owners of soft sites are less likely to
redevelop their lots when they are located in historic districts.

While in the short run, these differences are not likely to radically alter the course of
development, in the longer run, they might. Historic districts have locked up quite
a bit of floor area in New York City, or at least made it more difficult to develop.
In 2014, we estimate, roughly 119 million square feet of allowable residential floor
space was unused on privately owned lots in historic districts, based on built density
and currently allowable floor area ratios. This translates into roughly 119,000 housing
units. To be sure, these units would not immediately (or necessarily) be built absent
historic district designation, and there may be other zoning constraints present that
make it impossible to build to the maximum allowable floor area ratio. Historic
districts constrain density only to the extent that development is unconstrained by
other regulatory tools. However, our results show that this “allowable” residential
square footage would be more likely to be built in the absence of designation.

4.4.E The Cost of Supply Restrictions

Our analysis reveals that while lots in historic districts are not built less densely than
other lots today, they are likely to see less new construction, and therefore add less
density, in the future. Such supply restrictions have several implications. First, we
expect these restrictions to increase prices and rents. In neighborhoods designated as
historic districts, Been and colleagues (2016) report localized property value
increases following the designation of historic districts. These price changes are
concentrated in neighborhoods in the outer boroughs where the lost option to
redevelop is high. However, the establishment of historic districts is also likely to
constrain overall development in the city, especially as additional districts are added.

It is difficult to quantify this more generalized impact of preservation on citywide
prices. Identifying a citywide counterfactual – for example, a similarly high-cost city
without preservation efforts – is impossible. And while we expect preservation efforts
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to contribute to skyrocketing prices by restricting the supply of housing, we expect
these supply constraints are not among the most important explanation for rising
prices and rent inflation across New York City. Many other factors contribute to
rising prices and rents in the city, including the strong economy of the city, the
enduring popularity of New York as a place to do business, the limited supply of
land, and the many other restrictions on building activity in the city (Salama et al.
2005). Beyond concerns about increasing prices and rents, it is possible that these
supply restrictions could limit overall economic growth in the city. Workers may
demand higher wages to afford the cost of living in the city, and businesses unteth-
ered to the economy of New York City may choose to leave the city for places with
cheaper housing and an ample supply of workers.

Finally, supply restrictions that result from historic preservation are likely to
exacerbate patterns of economic segregation in urban neighborhoods. In the dec-
ades following historic designation, neighborhoods experience increased polariza-
tion as poverty rates decline and neighborhood incomes climb within districts
(McCabe and Ellen 2016). It appears that the supply restrictions imposed by historic
preservation are attracting high-income households who value the amenities of
historic neighborhoods and are willing to pay a premium to live in these aestheti-
cally appealing, high-status neighborhoods.

These patterns of economic segregation are increasingly evident in neighborhoods
regulated through the historic preservation process. By 2012, the composition of
neighborhood residents living in New York’s historic districts was substantially differ-
ent than the composition of residents outside of them. In Figure 4.3, we compare the
average household income in census tracts with at least half of their lots located in
a historic district to tracts with fewer than half of their lots in historic districts and tracts
located completely outside of those districts. The average household income in census
tracts comprisedmostly of lots within a historic district was $160,192 –more than twice
the income of neighborhoods entirely outside of districts.12 These differences, which
are driven by Manhattan and Brooklyn, result from both initial differences between
neighborhoods and the actual impact of historic preservation.

Beyond these variations in average income, we find other substantial differences
between the population living within historic districts and the comparable popula-
tion living within the same community but outside the district boundaries.
The poverty rates in census tracts made upmostly of historic districts are significantly
lower than the rates in nearby tracts within the same community district, and the
share of the population with college degrees is substantially higher.

4.5 policy responses

By offering amore nuanced account of the costs and benefits of historic preservation,
this chapter invites a rethinking of the preservation process in New York City. To be
clear, we are not questioning the designation of any existing historic districts, nor are
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we advocating for the active preservation community in New York City to curtail
their efforts to protect the historic fabric of the city. The Landmarks Preservation
Commission, in collaboration with countless advocates and allies, has preserved
many historically important buildings and neighborhoods, contributing to the rich-
ness of the city that attracts visitors and residents alike. Instead, our analyses are
intended to highlight that historic preservation does not come without costs.
Preservation limits opportunities for redevelopment and, in doing so, constrains
the supply of housing in the city.

Currently, the process for designating historic districts in New York City does not
allow for deliberate consideration of the full range of costs associated with designa-
tion. Because the Landmarks Preservation Commission is tasked with preserving the
rich historic assets of the city, it does so with limited consultation from other
agencies. The Department of City Planning and the City Council are formally
brought into the process only after approval from the Landmarks Preservation
Commission. As such, the current process does not allow for a rigorous balancing
of the goals of preservation against other planning goals, including efforts to develop
affordable housing. Although officials from the Landmarks Preservation
Commission present the district at a public hearing at the City Planning
Commission following LPC approval, the City Planning Commission has no
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power to amend the proposal before it goes to the City Council. Indeed, although
the Commission can recommend modifications to the proposal (e.g., the removal of
particular properties), in practice, it typically just forwards the approved district
along to the City Council.

Similarly, the City Council reviews LPC designations, but the process is an
administrative rather than a legislative action. As a result, the Council is constrained
in its ability to reject or modify historic designations, as it can only make decisions
based on the administrative record and cannot take other considerations into
account. In practice, the City Council has approved all proposed districts with
only minimal changes.

Several reforms could allow policy makers to weigh a broader set of benefits
and costs. First, New York City’s preservation decision-making process could be
restructured. In some cities, like Baltimore and Chicago, historic preservation
officials sit within the city planning agency, allowing for greater coordination
and consideration of broader planning goals in historic preservation decisions.
Similarly, in Washington, DC, the Historic Preservation Review Board
(HPRB) – the city’s comparable agency to New York City’s Landmarks
Preservation Commission – is incorporated into the Office of Planning, ensuring
that the goals of historic preservation are considered within the planning pro-
cess. The mayor of Washington, DC, also appoints a special agent for historic
preservation to help adjudicate conflicts about development in historic districts,
including conflicts about whether the demolition of buildings within historic
districts can be permissible on a case-by-case basis to strengthen other goals of
the planning process. The agent can decide if the city should issue a building
permit for projects deemed of “special merit,” or if the failure to do so would
result in “unreasonable economic hardship to the owner.” This process creates
the opportunity for an independent assessment that weighs the benefits of
preservation against other goals of the city-planning process. While there is no
guarantee that such an agent will be balanced in his or her assessment, this
process at least offers the potential for an additional independent voice in this
politically charged process.

While it is hard to imagine adopting these approaches in New York City, given the
size and history of the Landmarks Preservation Commission, it is worth considering
other ways for the designation process to meaningfully consider potential adverse
impacts. One alternative would be to create a process that requires formal comment
from the City Planning Commission prior to an LPC vote of designation. This
would bring the City Planning Commission’s expertise on zoning, development
patterns, and broader planning goals into the designation process. Indeed, city law
could require that the Department of City Planning issue a report describing the
effects of historic designation on residential development. These reports could
include a “Housing Impact Statement” that would estimate the number of potential
housing units (or residential square footage) that could no longer be built as-of-right
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following the designation of a proposed district. This calculation is surely imperfect;
for example, it merely suggests the amount of residential square footage that is
locked in or hindered given current zoning. Still, with this information, the City
Council could be better armed to weigh the benefits of preserving historic assets
against a more complete assessment of the costs of preservation. Public disclosure of
the supply restrictions that the preservation process imposes would create a more
balanced process that considers the costs of historic designation alongside the many
benefits.

Once the debate surrounding a historic district designation includes considera-
tion of the impact on housing supply, there might be greater pressure for the City
Council to seek mitigation measures for the adverse impact. A mitigation could
include an effort to upzone nearby areas to preserve the total amount of residential
capacity. City officials might also consider supporting the creation of affordable
housing in newly designated historic districts to mitigate the potential effects on
localized housing prices and rents.

In addition, New York City’s historic district regulatory framework could
permit as-of-right development activity on vacant sites and noncontributing
buildings within historic districts. While anecdotally, the LPC attempts to
keep such sites outside of historic districts when sites are on the periphery of
a proposed district, there are many instances where vacant and noncontributing
structures are included. The uncertainty regarding development on those lots
increases the risk and cost associated with investing in new housing within
historic districts.

The city might also reconsider the review process for noncontributing buildings
within historic districts. New York City could follow Washington, DC, and
Philadelphia’s example and specifically identify which structures are noncontribut-
ing in order to provide greater certainty regarding redevelopment opportunities of
noncontributing sites. While the owner of a vacant lot knows that her lot can be
developed within a historic district pending design review by the LPC, an owner of
what appears to be a noncontributing building does not currently have certainty that
the LPC will permit redevelopment.13 Policy could be modified so that designation
reports explicitly identify noncontributing structures and permit owners to demolish
such structures without any further LPC review. While the design of a new building
would still be subject to LPC review through the Certificate of Appropriateness
approval process, owners would have greater certainty about the potential for
redevelopment. This might facilitate increased investment in new construction
within historic districts.

To go one step further, New York City law could be amended to provide for an as-
of-right framework for new construction on vacant and noncontributing sites. While
the Certificate of Appropriateness approval process for new construction currently
requires public review and a Commission-level review, one could imagine
a designation report detailing design guidelines for new construction on developable
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sites. As long as a developer met clear design guidelines as certified through
a ministerial LPC staff-level review, the Department of Buildings would issue
permits for new construction. If a developer sought to construct a building with an
alternative design, the developer would still have the ability to go through the typical
Certificate of Appropriateness review process.

4.6 conclusions

In New York City, the Landmarks Preservation Commission plays a critical role in
preserving the unique history of the city through the designation of historic neighbor-
hoods and individual landmarks. Protecting the architectural integrity and cultural
significance of urban neighborhoods offers an array of benefits to residents of designated
neighborhoods and the city as a whole. The iconic buildings of New York help to attract
millions of tourists each year, and the streetscapes of neighborhoods like Harlem,
Greenwich Village, and Brooklyn Heights attract highly skilled workers who contribute
to the economy of New York City. The designation process keeps alive the unique and
rich history of the city. Although many of these benefits are difficult to quantify, they
should not be undervalued in any assessment of the place of preservation.

But while affirming the benefits of preservation, this chapter serves as a reminder
that historic preservation, like other land use regulations, imposes costs by restricting
development. To be sure, historic preservation is just one of many regulations that
limits opportunities for redevelopment and new construction. Indeed, our findings
suggest that lots in historic districts are built at comparable densities to those of
others nearby, in part because historic districts generally protect buildings that were
developed at a time when the city’s zoning code was more lenient.

However, our analysis suggests that the creation of historic districts is likely to
constrain the development and supply of housing in the future. Residential soft sites
located in historic districts are less likely to see redevelopment activity compared to
nearby soft sites outside of the district. More generally, lots located in historic
districts experience less new construction relative to nearby lots that are not regu-
lated by the Landmarks Preservation Commission. And significantly, this gap in
construction activity is heightened after historic districts are designated. These
findings suggest that historic preservation is likely to restrict the supply of housing
going forward. These costs of preservation must be balanced against the benefits of
preserving the historic assets of the city. An integrated process that incorporates
preservation goals into the broader planning process would ensure that the costs and
benefits of historic preservation are more adequately assessed in New York City.
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Notes

1. Through 2014, the LPC also approved 17 extensions to existing designated
historic districts.

2. In Manhattan, 29.3 percent of properties built before 1939 are included within
a historic district. Citywide, only 5.6 percent of properties constructed before
1939 are regulated through a historic district designation. Although the majority
of lots built before 1939 are not included in a historic district, we anticipate that
a high percentage of lots with architectural or historical significance are regu-
lated by the LPC.

3. Although our review of previous research focuses primarily on cities in the
United States, a few studies estimate the relationship between preservation and
property values in other places, including England (Ahlfeldt, Holman, and
Wendland 2012).

4. For example, community district 3 in Brooklyn includes three historic districts:
the Stuyvesant Heights Historic District, the Alice and Agate Courts Historic
District, and the recently designated Bedford Historic District.

5. We initially cut 5,024 lots because they are not buildable (e.g., cemeteries, parks,
and airports) and 1,430 lots because they are recorded as having zero lot area or
are missing the maximum allowable square footage.

6. This comparison may be misleading because some historic districts may be
downzoned following designation (to preserve the existing scale of
a neighborhood), and the city may have upzoned nearby non-historic district
areas to facilitate new construction. As a result, the development ratio may
understate the degree to which property owners have given up development
rights as a result of the historic district.

7. For a lot to be classified as a residential soft site, we required that two conditions
be met. First, more than 50 percent of permitted residential floor area must be
unused. Second, more than 50 percent of total floor area must be unused.
We require both conditions to avoid classifying certain lots as soft sites that
are not likely to be redeveloped into new residential buildings. For instance, we
would not want to consider a commercial building built to 10 FAR on a lot that
permits 10 FAR of commercial or 10 FAR of residential a soft site for residential
redevelopment even though it has zero built residential floor area.
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8. When we limit the analysis to residential zoning districts, which exclude
commercial and manufacturing zones, we find that 17.1 percent of lots in
historic districts were soft sites compared to 23.3 percent of lots outside of
historic districts.

9. To determine if a 2007 residential soft site had a new building constructed
between 2008 and 2014, we see whether the centroid of a 2007 residential soft site
intersects with the area of a newly constructed building. We identify newly
constructed buildings by selecting lots in MapPLUTO from 2014 where
variable Year Built fell between 2008 and 2014.

10. We run an additional set of models that includes census tract fixed effects, rather
than community district fixed effects. The results are substantively similar to
those reported in Table 4.3.

11. The regression sample excludes 1,233 NYCHA lots, 1,211 lots located in transfer
districts, and 6,877 lots designated as part of a historic district between 2008 and
2014. It excludes 2,517 lots with age of more than 400 years and 832 lots that are
individual or interior landmarks. The final sample is 194,360.

12. For the demographic analysis, we use the census tract as the unit of analysis.
We categorize three types of tracts – tracts with more than 50 percent of lots
located in a historic district; tracts with at least one lot, but less than half of lots
located in a district; and tracts located entirely outside of historic districts.

13. All new buildings constructed within a historic district are required to receive
a Certificate of Appropriateness from the LPC.
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