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Executive Summary

he federal government owns or controls 86 percent

of the land in Nevada and even more - 89 percent

- in Clark County. The tight federal grip on this land

is causing economic harm - and, in many cases,
genuine hardship - to local developers, workers, renters and
would-be homeowners.

The Bureau of Land Management (BLM) refuses to release
more than a token amount of land each year for construc-
tion of homes, schools, parks and businesses. This artificial,
government-induced scarcity of buildable land - in an area
surrounded by mile after mile of wide-open spaces — has trig-
gered massive increases in the price of remaining privately
owned land, to the point where the average family can no
longer afford the mortgage payments for a median-priced
home.

Numerous multi-million-dollar residential and commer-
cial projects have been cancelled or put on hold, resulting
in thousands of lost construction jobs, simply because the
high land prices have made such projects too costly to build.
In addition, construction of affordable two- and three-story
apartment complexes has been severely reduced, causing
rents for existing apartments to rise sharply.

The resulting higher cost of living is having an increasingly
negative impact on Clark County’s ability to attract and retain
the skilled and unskilled workers needed to support its grow-
ing economy. Lack of housing affordability is a major cause
of the current teacher shortage, which is negatively impacting
the quality of education for children in the county’s primary
and secondary schools.

A fundamental change in federal land policy is critically
needed to restore housing affordability and maintain long-
term economic growth in southern Nevada. Fortunately,
Nevada is increasing its political clout at the national level.
Nevada is now the home state of the U.S. Senate Majority



Leader and an early caucus state for the 2008 presidential
election. The time is ripe to use Nevada’s growing political
leverage at the national level to loosen the grip of the federal
government on our land.

Overview

ederal control of land in Nevada has been a sig-

nificant issue for Nevadans since the state’s incep-

tion in 1864. The Nevada Statehood Act gave

the federal government most of the new state’s
land, for the purpose of selling this land to help pay the
Union’s Civil War debts.! These sales never took place.

From the Civil War onward,

Nevadans have been fighting the In the absence of

federal governmer.lt for control of a significant release
most of the land in the state. So Ry SR —

far Nevada has been fighting a .
losing battle. Today — 143 years for (’O"smg and
after statehood - the federal business construc-

government owns or controls 86 | ton, Clark County’s

percent of the land in Nevada, population density
most of which is unavailable will increase by

for development. According to more than 75

the Clark County Department of percent, significantly
Comprehensive Planning, about diminishing the

89 percent of Clark County’s quality of life of its
surface area is managed by the residents.

Federal government.?

As of July 1, 2006, the estimated
population of Clark County was 1,912,654.3 It is projected
to rise to about 3,358,456 persons by the year 2030,* cre-
ating a sustained demand for both housing and retail services
in the Las Vegas area. In the absence of a significant release
of federal land for housing and business construction, Clark
County’s population density will increase by more than 75



percent, significantly diminishing the quality of life of its

residents.

The Las Vegas area currently has about 2.65 persons
per household,” and Clark County currently has 718,358
housing units.® If average household size remains constant,
Clark County will need to add about 543,000 housing units
between now and 2030 in order to accommodate population
growth. Maintaining current population and housing densi-

ties will require the development of an

additional 670 square miles of land dur-
SNPLMA has ing that time period. To achieve this goal,
.. . fostered the amount of non-federal land in Clark
complacency County (presently about 572,000 acres, or
and erected 894 square miles’) must increase by about
further barriers 75 percent.
to policies The Bureau of Land Management, the
that would federal agency that manages federal land,
actually help has been granted the authority to auc-
Clark County. tion public land in Nevada by the Federal

Land Policy and Management Act of 1976

(FLPMA),® the Southern Nevada Public

Land Management Act of 1998 (SNPLMA)? and the Federal
Land Transaction Facilitation Act of 2000 (FLTFA).'® Since
1999, the BLM has auctioned only 20 square miles of pub-
lic land in Clark County.!'" This is far short of the 29 square
miles of suitable land per year needed to maintain Clark
County’s current population density.

These three pieces of legislation have failed to stimulate
adequate land disposal by the BLM. The SNPLMA allows for

sales of a restricted area of land surrounding metropolitan Las
Vegas. The amount of land still available for sale within this
boundary is around 50 square miles, and some of it is unsuit-
able for housing.

Current legislation also gives state and local governments
first pick of land for “public uses.” The specific parcels of land
to be sold are determined by the Secretary of the Interior and



local governments that have jurisdiction over those lands. No
official procedure allows private parties to have any say in
which land is made available. The law does allow for land to
be released for affordable public housing, but does not take
into account the positive effect an increased supply of private
housing can have on the affordable housing problem.
Ultimately SNPLMA has not succeeded in alleviating
the burden that public lands put on the housing markets.
Instead it has fostered complacency and erected further bar-
riers to policies that would actually help Clark County. The
FLTFA and the FLPMA are also of no assistance to Southern
Nevada. Both laws leave the decision to sell public lands to
the Secretary of the Interior, subject to several requirements.
Unfortunately, those requirements are designed to favor the
federal government’s retention of the land. The most conspic-
uous example of this policy is the portion of the FLPMA that
allows land to be sold for the benefit of local communities
only if that benefit cannot be achieved with lands remaining
in the government domain. This positions BLM not as an enti-
ty that exists to manage public lands when no private owner
is available, but as an agency designed to keep public land
out of private hands.

Economic Effect on Southern Nevada

ntil now the federal government’s withholding
of public land has directly affected few people,
mostly ranchers and mining interests. This situ-
ation is rapidly changing. During the past few
years, federal land policy has begun to impose signifi-
cant economic costs on a majority of the population of
Southern Nevada, and this situation continues to
worsen.
The most visible consequence of the federal land near-
monopoly has been a rapid rise in the price of privately held



land within Clark County. As sustained population growth
and economic expansion have bumped up against the gov-
ernment’s artificial land constraints, assessed values for many
vacant and improved parcels have in the past few years more
than doubled.

This land shortage has created a windfall for existing land-
owners (at least those who choose to sell), but has made
a majority of the population worse off economically. It has
become the principal driver of escalating housing costs, which
have saddled many recent homebuyers with ruinously high
mortgage payments, while denying many other families the
ability to purchase a home at all. Meanwhile, renters have
felt the sting of double-digit annual rent increases, because
the high land costs have made it too expensive to build new
moderately priced apartment complexes to accommodate a
growing population.

According to a report recently published by the New
York Federal Reserve Bank, “Housing is expensive because of
artificial limits on construction created by regulation of new
housing. . . . [T]here is plenty of land in high-cost areas, and
in principle new construction might be able to push the cost
of houses down to physical construction costs.'? In Southern
Nevada, the most significant barrier to new construction is
the refusal of the federal government to release more than
token amounts of idle public land for development.

Until recently, many newcomers have been attracted to Las
Vegas because of lower living costs and a healthy job market.
However, as Clark County’s population continues to increase,
housing prices will rise until it is no longer economically
viable for new people to move there. There are signs that this
is already starting to occur. On June 3, 2005 the Las Vegas
Sun reported that the cost of living in Las Vegas was surpass-
ing the cost of living in places from which most new residents
have come.'? These included Arizona, Oregon, Utah and
Washington, indicating that Clark County’s cost of living is
increasing at a faster pace than that of neighboring states.



Some of the most serious effects of federal land policy are
being felt by a demographic group that is critical to the con-
tinuing success of Clark County’s economy: low and moder-
ate income workers, including the majority of school teachers
and hotel/casino employees.

The cost of living for workers in Clark County’s all-impor-
tant hospitality sector is rising faster than wages, according to
Culinary Union Local 226, which represents 60,000 of these
workers. The median home price has surged more than 75
percent since the union’s current contract was implemented

in 2002. As the union’s secretary-
treasurer D. Taylor put it, “Las Vegas | Not only does the

was the last city left where a house- artificial scarcity of
keeper could buy a home. That’s not land drive up rents
true anymore.”!* and home prices

. Federal land pQIic.y is also help- - it also triggers
ing to fuel a continuing shortage of

elementary and secondary school
teachers. In the not-so-distant past,
Clark County’s relatively low cost of
living was a major selling point for

and dampens the
region’s economic
growth.

other cost increases

teacher recruitment. “However, with
dramatically escalating housing costs and with new teachers
more interested in purchasing power than retirement benefits,
recruiting teachers is becoming increasingly difficult,” says a
recent report by statewide school officials. “. . . [SJome teach-
ers, after initially accepting an offer to teach in Clark County,
subsequently rejected the offer after visiting Las Vegas and
finding the housing available to them within their budget to
be unacceptable for their families.”'*

Excessive federal ownership of land in Southern Nevada
hurts low-income families most, because they are forced to
pay out a larger proportion of their income into the increased
housing costs created by this policy. As of 2004, 11.6 per-
cent of families in the Las Vegas area had incomes below the
poverty line.'®* According to a December 8, 2004 article in



the Las Vegas Sun, most families designated as “low-income”
were paying more than one-third of their income on housing
costs.!” Given the sharp rise in housing prices and rents since
that article was written, that percentage is almost certainly
higher today.

Not only does the artificial scarcity of land drive up rents
and home prices - it also triggers other cost increases and
dampens the region’s economic growth. Industrial and com-
mercial rent increases are passed on to consumers in the form
of higher prices, while cancellation of residential and com-
mercial building projects leads to the loss of thousands of
construction jobs.

Some might think slowing growth is beneficial for the Las
Vegas area. But with no new sources of labor and increas-
ing living costs for current workers, labor costs are likely to
increase dramatically. Currently in the Las Vegas metropolitan
area, 804,900 persons are employed in the service industry.'®
Increased living costs will force hotel-casinos to offer higher
wages to attract new workers and retain old ones, reducing
profits and making new growth-oriented projects more dif-
ficult. As a result, the Las Vegas metropolitan area, especially
the gaming industry, will be hindered in its ability to establish
new sources of revenue.

In addition to putting the brakes on growth, soaring land
prices will damage Clark County’s attempt to diversify its
economy. Until recently, Southern Nevada was a magnet
for companies trying to escape high-cost environments in
California and elsewhere. This advantage has now disap-
peared. “Big corporations look at our land prices and they
just turn away,” says a local business leader. “Our land prices
make any deal out of the question, no matter what incentives
we offer.”"?



What Nevada Can Do

ntil recently, Nevada has been considered a
lightweight in the national political arena. With
a relatively small population, few electoral
votes, and a comparatively tiny congressional
delegation, the state has been able to exert only a small
influence on federal policy. The most visible example
of Nevada’s political weakness has been its inability to
block ongoing efforts by the federal government to con-
struct a nuclear waste repository at Yucca Mountain.
However, two recent events have greatly increased
Nevada’s political clout. The first was the rescheduling of
the state’s Democratic and Republican presidential nominat-
ing caucuses to January 19, 2008. This makes Nevada one
of the earliest states to express a preference for major party
presidential candidates, and assures that the leading can-

didates of both parties will be more
sensitive to issues raised by Nevada Nevada’s state
voters. Several top-tier candidates have and federal
already made well-publicized campaign officials have a
trips here, and more are planned. The unique opportu-
second event was the ascent of UL.S. .

nity to press for a

Senator Harry Reid to the position of di f
Senate Majority Leader, following the speedier transfer

Democratic Party takeover of the U.S. of federal Ian to
Senate in November 2006. This gives thf—' productive
him a significant amount of political private sector.

leverage to weigh in on issues that are

critical to Nevada’s future.

Certainly the future of Nevada’s economy is an impor-
tant priority, and federal land policy will play a major role in
determining the extent to which the state’s robust economic
growth continues. Conversion of idle government land to
productive residential and commercial development will go
a long way toward easing the shortage of affordable hous-



ing and maintaining long-term economic growth in southern
Nevada.

Nevada is a now a significant player on the national politi-
cal stage, but this advantage will not last forever. Our econo-
my is already feeling the pinch from the continued withhold-
ing of federal land, and any delay in addressing this crisis will
make the consequences that much worse. At the moment,
Nevada’s state and federal officials have a unique opportunity
to press for a speedier transfer of federal land to the produc-
tive private sector. If they succeed, their efforts will go a long
way toward securing the continued growth of Nevada’s econ-
omy well into the twenty-first century.
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is an independent research and educational
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for all residents of the Silver State through sound
free-market solutions to state and local policy
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business people, the media and the public by providing
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have been dominated by the belief government
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Committed to its independence, the Nevada Policy
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government funding. It enjoys the support of
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a concern for Nevada s future and recognize the
important role of sound ideas.

The Institute is a nonprofit, tax-exempt
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Revenue Code. For more information on
the Nevada Policy Research Institute, please contact:

Nevada Policy Research Institute
1700 E. Desert Inn Road, Suite 4054
Las Vegas, Nevada 89169
(702) 222-0642 ¢ Fax (702) 227-0927
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