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Moderately Priced Dwelling Units:  

Montgomery County, Maryland’s Model of Inclusionary Housing 

 

Summary 

 

Montgomery County, Maryland, is a relatively wealthy suburb of Washington, DC. Once 

predominantly racially white, Montgomery County’s nearly one million current residents are 

racially diverse, with an increasingly large minority population that accounts for more than 55 

percent of the total county.1 Generations of residents have been attracted to the county’s strong 

and stable economy, which is diverse but largely dependent on the federal government. The 

politically progressive county is widely known for its pioneering approach to land-use policy, 

including its “wedges and corridors” plan and rural reserve policy. Its signature Moderately 

Priced Dwelling Unit (MPDU) program is well regarded as the oldest, and among the most 

successful, inclusionary zoning programs in the United States. This case study assesses both the 

historic and current landscape of social equity in the county and to what extent the MPDU 

program has helped to promote social, economic, and spatial equity across its diverse 

populations and neighborhoods.2 

 

Definition of the Problem  

 

After World War II, economic prosperity and federally subsidized homeownership opportunities 

spurred rapid population growth in suburbs across the nation, including in Montgomery County. 

Between 1940 and 1960, the county’s population quadrupled, with growth occurring largely 

among young, white families. By the late 1960s and early 1970s, issues of housing affordability 

began to arise. Controlled-growth policies restricted the amount of developable land, and 

growing demand outstripped housing production. 

 

In 1972, however, the Washington Suburban Sanitary Commission imposed a moratorium on 

sewer connections. Combined with the shortage of housing, the moratorium caused land and 

housing prices to escalate; in response, developers built high-end housing, increasing the supply 

for higher-income buyers but adversely affecting low-income and young families. Prompted by 

civil rights and affordable housing advocates, political leaders and civic groups subsequently 

expressed concern that the county’s unbalanced housing market made it increasingly difficult for 

existing residents to locate affordable housing (Trombka et al. 2004). This challenge, however, 

had to be met alongside other county goals related to controlling growth, competing for private-

sector investment, and attracting educated professional workers (Jakabovics 2004). 

 

 
1 Racial and ethnic minority groups in Montgomery County include Black or African Americans, Hispanic and 

Latino Americans, and Asian Americans. 
2 The dimensions and definitions of spatial equity are varied, as are the indicators used to measure it (Kunzmann 

1998). In general, spatial equity describes an overriding concept for assigning land uses and for distributing public 

funds or subsidies over a territory. It can refer to equal access to public services and facilities such as jobs, schools, 

libraries, and health-service centers (Kinman 1999; Smith 1994; Talen and Anselin 1998; Ogryczak 2000). It can 

also include a choice among accessible options for different target groups. Accessibility is the primary tool used to 

determine if spatial equity has been achieved through measurements of distribution, and can be measured through 

the number of services or facilities within a certain area, or through the inherent geographic accessibility of a place, 

such as average travel distance and distance to nearest facility (Talen and Anselin 1998). 



 

 

 

Possible Strategies and Solutions  

 

Montgomery County leaders struggled with whether to address the insufficient stock of 

affordable housing available to low- and moderate-income residents or the inability of low- and 

moderate-income residents to afford housing. These different definitions of the problem 

suggested different policy options: The former suggested supply-side or place-based policies to 

provide a greater number of affordable units, which housing advocates supported. The latter 

suggested demand-side or people-based policies tied to individual households, which are often 

funded by the federal government and administered at the local or county level. These policies, 

such as rental-housing vouchers and homeowner tax deductions, lower the effective cost of 

renting or homeownership; however, they miss households that are simultaneously too wealthy 

to qualify for vouchers and too poor to receive tax deductions. Because supply-side policies, in 

contrast, are often funded and administered at the county level, that approach would allow for 

easier county implementation and control.  

 

Solution and Implementation  

 

Housing advocacy groups, including the League of Women Voters and Suburban Maryland Fair 

Housing, pushed the county to address the lack of affordable housing through inclusionary 

zoning that would require builders to provide a percentage of all units in new residential 

developments at prices affordable for low- and moderate-income households to purchase or rent 

(Trombka et al. 2004). In response, Bill 3-72 was introduced to the County Council in 1972—but 

County Executive James P. Gleason vetoed the bill, siding with many builders and homeowner 

groups, arguing that it was too difficult to administer and unfair to require developers to provide 

affordable housing (Brown 2001).  

 

However, the County Council overrode the veto and passed the bill, authorizing what became 

known as the MPDU program in 1974. The final bill included three principles that guided the 

program’s implementation:  

1. Moderately priced housing should be dispersed throughout the county, consistent with the 

General Plan and area master plans;  

2. Employees who work in the county should have the opportunity to live near their work; 

and  

3. Housing should be provided for the county's young and elderly residents. (Trombka et al. 

2004) 

 

Council leaders further included bonus densities, which would offset the lost revenue associated 

with building affordable units and give developers flexibility in complying with the program. 

They also eased restrictions on the minimum lot and building coverage required for density 

bonuses in certain zones to address difficult site conditions and to permit the construction of 

townhouse projects in single-family residential zones. 

 

The initial MPDU program applied to single- and multi-family developments. It required 

developments with 50 or more units to set aside 15 percent of units for affordable housing in 

exchange for a 20 percent density bonus. Price and rent controls were set for five years to 

prevent investors or non-low-income homeowners and renters from occupying those units. 



 

 

 

Developers determined whether units were offered for rent or for sale, and buyers and renters 

were subject to maximum income limits set by the county’s Department of Housing and 

Community Affairs (DHCA), which were initially 80 percent of the county’s median household 

income (Rusk 1999). Though the program was not designed to serve the county’s lowest-income 

households, it allowed the county's public housing agency, the Housing Opportunities 

Commission (HOC), to purchase up to 33 percent of the for-sale units for rental to very low- to 

low-income residents (Rubin and Trombka, 2007). 

 

Since 1974, the MPDU program has been amended several times, largely in response to the 

county’s increasing demand for affordable housing. Table 1 contains a summary of major 

changes, of which changes to the number of units and density bonuses have been the most 

fundamental shifts. A 1988 amendment created a sliding scale that linked the percentage of 

affordable units (between 12.5 and 15 percent) to the amount of density bonus units a developer 

could accommodate. It also increased the maximum density bonus to 22 percent for 

developments that included up to 15 percent MPDUs. In 2001, the requirement for central 

business districts and transit-oriented development zones was lowered to 12.5 percent, in 

recognition of the high cost of developing in these areas, while the size of the developments has 

increased over time to cover a larger number of units. The length of control period has doubled 

since the program began, increasing to 99 years for rental units and 30 years for owner-occupied 

units in recognition of the number of quickly expiring units (Trombka et al. 2004). 

 

Table 1: Timeline of Amendments to the MPDU Program 

 

 1974 1981 1988 2002 
2005-

Present 

Project size (units) 50 50 50 35 20 

Affordable units 

required (%) 
15 12.5 12.5-15 12.5-15 12.5-15 

Density bonus allowed 

(%) 
20 20 Up to 22 Up to 22 Up to 22 

Control period – rental 

(years) 
5 10 20 20 99 

Control period – for-

sale (years) 
5 10 10 10 30 

Source: Rubin and Trombka 2007 

Income guidelines are another area of substantial change. Initially set at 80 percent of the 

county’s median household income for both rental and for-sale units, maximum household 

income limits were eventually lowered to increase the pool of eligible applicants. They vary by 

household size, tenure (for-sale or for-rent), and unit type (single-family home, garden 

apartment, or high-rise apartment) (DHCA n.d.a).3 Income limits for both purchase and rental 

 
3 Garden-style apartments are typically located in complexes characterized by clusters of low-rise buildings with up 

to four stories. These buildings are often arranged around landscaped courtyards.  



 

 

 

units are set by the County Executive and updated annually. To qualify for rental units, 

households must have an income at or below 65 percent of the area median income (AMI) for 

garden-style units and 70 percent AMI in high-rise buildings, in recognition of the higher costs 

of maintaining the latter (Rubin and Trombka 2007). 

 

Though now well-established, the MPDU program continues to change to meet the needs of 

Montgomery County residents. In 2007, a study conducted by the Office of Legislative 

Overview made recommendations for program improvement, focusing on advancing policy 

objectives, strengthening enforcement, and improving the consistency of implementation. 

Relatedly, in 2017, the Montgomery County Planning Department worked with DHCA to study 

rental-housing needs in the county. The subsequent recommendations resulted in two County 

Council bills. Bill 34-17 clarifies certain provisions of the MPDU law and amends provisions 

related to meeting requirements and to the sale and rental of MPDUs. Bill 38-17 establishes a 

minimum countywide MPDU requirement of 12.5 percent.4 Both bills were enacted in July 2018.  

 

Results  

 

No other inclusionary zoning program in the nation has matched the productivity of the 

Montgomery County MPDU program (Rubin and Trombka 2007; Urban Institute 2012). Figure 

1 shows the production of units since 1976, when the first units were offered for sale, and how 

unit levels peaked during the 1980s before dropping dramatically towards the end of that decade. 

With the exception of the mid-1980s and mid-1990s—both periods of expansion in the national 

housing market—MPDU production from 1976 to 2004 remained between 5 and 10 percent of 

the county’s total housing units (Kontokosta 2015). As of 2016, the program had produced over 

15,000 total units, 66 percent of which were for-sale units. Roughly 3,500 units (1,344 for-sale 

and 2,230 rental) were still under program controls, while the remaining 11,500 units were either 

sold or their control period expired (DHCA n.d. b). More than two-thirds (69 percent) of the 

rental units were located in high-rise complexes, and the remaining units were garden 

apartments. Although efficiency and one-bedroom units made up a majority of rental units, 61 

percent of MPDU renters lived in two- and three-bedroom units.   

 

  

 
4 To increase units for larger households, a key component of Bill 34-17 requires that MPDUs in developments with 

single-family dwelling units have three or more bedrooms. Another provision allows MPDU agreements to be 

calculated based on a residential floor area ratio (FAR) rather than the number of units to facilitate the development 

of units of different sizes (RKG Associates Inc. 2017a). 



 

 

 

Figure 1: Annual MPDU Production in Montgomery County by Type from 1976 to 2016.  

 

 

Source: Montgomery County Government, Department of Housing and Community Affairs (n.d. b)  
 

 

The MPDU program has succeeded in creating affordable housing in every planning area in the 

county (Trombka et al. 2004). Figure 2 shows the spatial distribution of MPDUs in the county as 

of May 2018. Their distribution largely resembles the county’s growth patterns, including a large 

number of units in the county’s suburban and exurban areas. A majority are in and around 

Germantown and Gaithersburg, where much of the construction in the county has occurred in the 

past ten years. In fact, from 1980 to 2000, more than half (56 percent) of all MPDUs were 

located in just 17 census tracts in the county (10 percent of the total) (Kontokosta 2015). 
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Figure 2: Spatial Distribution of MPDUs in Montgomery County by Type, May 2018 

 

Source: DCHA (2018); Map Produced by the National Center of Smart Growth 



 

 

 

 

The MPDU program has also been effective at reaching residents across a wide range of income 

levels. Approximately two-thirds of the rental units in the county offer rents affordable to 

households earning between 50 to 100 percent of AMI; 19 percent are priced appropriately for 

households earning less than 50 percent of AMI (RKG Associates, Inc. 2017b). Inclusionary 

zoning regulations have also facilitated a substantial surplus of rental units within the 50–80 

percent and 80–100 percent AMI thresholds, the majority of which are either MPDUs or located 

in older, market-rate or “naturally occurring” affordable complexes that do not receive any 

government subsidies. This surplus further provides greater housing choice to those who qualify 

for MPDUs. 

 

Studies of the program have shown its positive impact, including on rates of homeownership, 

equitable allocation of affordable units, neighborhood integration by income and race, and 

academic performance of children from disadvantaged families. The program has also increased 

the county’s overall supply of affordable housing units at higher rates than other inclusionary 

zoning programs in the region. For instance, the affordable-dwelling unit program in Fairfax 

County, VA, produces between 18 to 375 units annually, whereas Montgomery County’s MPDU 

program produces between 77 to 1,200 units annually, even though both programs operate in the 

same metropolitan housing market and have been in place for decades (Urban Institute 2012).  

The MPDU program has also served as an effective affordable homeownership vehicle for 

moderate-income households (Dawkins et al. 2017). The top 10 percent of tracts by number of 

MPDUs account for over 45 percent of total housing units in the county and approximately 38 

percent of its total land area (Kontokosta 2015). These figures suggest that MPDUs are allocated 

in an equal proportion to both housing stock and population. In Montgomery County, 

neighborhoods least and most likely to receive MPDUs vary little from one another in racial and 

income integration—most are built in neighborhoods with more African Americans and middle-

income households (Kontokosta 2015). The MPDU program often moves African Americans 

into more racially integrated neighborhoods, however, and it helps to mitigate income 

segregation, although that effect is limited to a small share of MPDUs in the overall county 

housing supply (Diagne et al. 2018). Perhaps most promisingly, MPDUs that operate as 

subsidized public housing units have increased the integration of children from low-income 

families within more affluent neighborhoods and low-poverty schools, as well as contributed to 

improved school performance (Schwartz 2010). 

 

Analysis and Evaluation  

 

Montgomery County's MPDU program is a successful, mandatory, inclusionary zoning program 

that has long served as a national model. It provides low- to moderate-income individuals with 

affordable housing options, and its success in distributing affordable housing units across the 

county assists in creating racially and economically integrated communities. However, a number 

of program requirements limit its effectiveness as a land-use policy to promote equity.  

 

Driven by the private market, the MPDU program relies on Montgomery County’s continued 

growth. Market pressures result in significant variation in the number of affordable units 

produced in a given year; if the private market for development decreases and developable land 

becomes increasingly scarce, the rate of MPDU production also declines. As the county becomes 



 

 

 

less suburban, the MPDU program must also adapt to more urban settings, such as central 

business districts and transit centers. The program also does not currently offer flexibility in lot 

size, setbacks, or green space requirements for high-rise residential developments (Trombka et 

al. 2004). 

 

Other challenges include the cost of providing units, particularly in high-cost neighborhoods and 

in a high-growth region with many aging affordable units. The goal of geographically dispersing 

MPDUs sometimes conflicts with that of maximizing affordable housing production; resources 

needed to produce an MPDU in one neighborhood can sometimes be significantly higher than 

those needed for a similar unit elsewhere. Due to the county’s constrained land supply, future 

units are likely to be produced largely within high-density neighborhoods as infill developments, 

where the cost of production is high (Urban Institute 2012).  

 

Furthermore, developers face financial challenges in producing units in areas with fixed height 

limits, which can hinder the benefits of density bonuses, and in producing MPDUs in rental 

apartments and high-density condominium buildings. Montgomery County has been and remains 

a relatively high-cost housing market. With low turnover rates for subsidized housing units, 

which largely serve households earning below 30 percent of AMI, the county lacks a recurring 

supply of affordable homes for low-income residents, who therefore have fewer choices and are 

often priced out of the county’s housing market altogether. Finally, as the program is now over 

40 years old, the county faces challenges with preserving and maintaining its aging units: The 

cost of new construction is borne by the developer, but preservation requires significant capital 

investments by the county, and residents must pay for maintenance. 

 

Administratively, the MPDU program is complex and requires significant coordination among 

government agencies. DHCA is responsible for day-to-day administration of the program, but 

multiple government organizations, such as the Planning Board, the Planning Department, and 

the Department of Permitting Services are involved in various aspects of the program's 

implementation, administration, and enforcement. While DHCA staff is responsible for applicant 

services, data and inventory management, building agreements, MPDU pricing, planning and 

project review, site plan compliance and enforcement, alternative agreements, and occupancy 

and resale, the County Executive sets and annually revises income eligibility standards (Rubin 

and Trombka 2007).  

 

Lessons Learned  

 

As the United States’ oldest inclusionary zoning program, Montgomery County’s MPDU 

program provides valuable lessons on building more equitable and inclusive regions, including 

where it has been most successful, how to improve areas of weakness, and how to maintain 

flexibility, so that it continues to meet the needs of low- and moderate-income families. 

 

This effectiveness stems in large part from the MPDU program’s mandatory status in a high-

growth metropolitan region with a strong housing market. It does not depend on a large 

investment from the public sector for administration or funding, though it does rely on the 

private sector to provide affordable housing without economic hardship. Its mandatory, 

countywide regulations are optimal in terms of productivity levels, and its flexible development 



 

 

 

standards and density-bonus incentives help to generate developer buy-in. Finally, it shows that 

program administration requires a high-capacity local government with the ability to coordinate 

among several agencies. 

 

To effectively serve lower-income families going forward, the MPDU program must overcome 

several structural and administrative challenges. Despite its success in dispersing units 

geographically, there are more MPDUs built in multifamily buildings than in single-family and 

townhouse units, and the program has had limited results in higher-income neighborhoods. 

However, the high cost of producing units in these neighborhoods represents an equity tradeoff. 

In addition, while providing certainty in the development process, the program must be 

responsive to changing development patterns, such as a focus on non-suburban areas, where 

affordable housing is most often critically needed. 

 

Importantly, the MPDU program plays an important role in a complex system of affordable 

housing options, and others like it should be considered part of a series of strategies to address 

the housing needs of a county’s low-income residents. Other Montgomery County programs and 

strategies aimed at increasing the provision of affordable housing include its Housing Initiative 

Fund and the Workforce Housing Program.5 The county has a long and remarkable record of 

responding to market and non-market forces and of developing programs that promote an 

adequate housing supply and enhance the quality of life in neighborhoods. Still, additional 

funding and programs are needed to provide more housing choices and affordable options to 

residents at all income levels and to more effectively create equitable and inclusive 

neighborhoods. These shortcomings include more attention to housing options for residents who 

fall below program limits, such as public housing, the retention of “naturally occurring” 

affordable housing, and the renovation of existing MPDUs.   

 
5 One of the oldest housing trust funds in the nation, the Housing Initiative Fund (HIF) was established in 1988 to 

create and preserve affordable housing throughout Montgomery County. The HIF helps nonprofits, the HOC, and 

for-profit builders fund projects for new housing construction, renovating housing developments, preserving 

affordable units, or providing special needs rental housing. Between July 1989 and June 2012, more than 15,000 

units were preserved or created in the county under this program (DCHA 2012). The Workforce Housing Program 

was established in 2006 to provide affordable housing in higher-density areas to families earning below 120 percent 

of AMI. It requires that any subdivision or multi-family building of 35 or more units, in a zone that allows 40 or 

more units per area, and within a Metro Station Policy Area, to provide workforce housing units equal to no less 

than 10% of market-rate units (DHCA 2012). 
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