


 
The Growth Machine 

 
Austin as a real estate play 

 
The Big Lie: more people = lower tax burden 



“The number of microorganisms in a culture will increase 
exponentially until an essential nutrient is exhausted.“ 



Is a 2% growth rate sustainable? 
 

 

10,000 Years ago, Earth’s population was 5 million 

 

 

What would be the population today? 



501,981,300,000,000,000,000,000,000,000,0000
00,000,000,000,000,000,000,000,000,000,000

000,000,000,000,000,000,000,000,000. 
people   

 

 

At 2% annual growth rate, population 
today would be 5 x 10    power. 

  Almost a google.   
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5 County Region  
Travis, Williamson, Hays, Bastrop, Caldwell 
 
2010 Census             1,716,289 
2035 CAMPO Projected Population 3,250,600 
       ------------ 
New Residents by 2035   1,534,311 
 
 









         Congestion 
2010 Population  1,716,289   Currently   15.6% 
2035 Population  3,250,250   Spend $17 Billion  39.1%  
 
 
 
What would be the population be to get to 39% w/o spending $?  
 
2035 Population 2,608,842 Not Spend $17 Billion 39.1%

  
  
 
 









1999:  $1,775 
2013:  $5,973 

2008:  $15,036 
2013:  $22,857 

Total Taxes COA +Central Health 



Fed Policy 





Commercial – higher rents, destruction of older buildings 



















Last Watering Hole of Affordable Commercial Rents 





Austin's tattooed bellwethers of economic 

development 

 

Shane and Shannon Howard got used to a skeptical reaction when they told others of their plan 
to set up their Mystery City Tattoo shop at the corner of 12th and Chicon streets. 

… transitional areas with low rents 

… pioneering spirit primes the area for later commercial and residential development. 

… in 10 years from now it’s going to look even more different. 

… undesirable sections of town 

… apprehension turned into outright disbelief 

… how much the area has stabilized in the past 18 months 

… Austin’s harbingers of progress 

… You see that the area is now on the precipice, because half a block north on Chicon there are 
lots ready for mixed-use development 

… Stock’s up in East Austin. Who’s buying? 





How do you think the quality of life will be affected 
if the population doubles to 2.5 million people 
during the next 20 to 40 years? 

Asked in 2003: 



Much Worse 
Worse 



Is there a 
conspiracy afoot? 



$20 million 
Jobs Jobs  
Altruistic? 

















 

 
 
 
 
 
1,500,000 new residents /2.6 persons/housing unit 
 =   590,000 new housing units needed 
 
590,000 housing units x  $150,000 average each  
 
=  $88 billion of new housing  



• $88 billion of new housing construction 
• $58 billion of new commercial construction 
• $17 billion for CAMPO 2035 Transportation  
• billions more for constructing public 

infrastructure like schools, water/wastewater 
treatment plants, power plants, government 
buildings 

 
$200 billion in new real estate development  
 
 





Population  
In-Migration = Big $$ 

Inflationary 





Titans of Free Enterprise or Welfare Queens? 

It’s not unusual if a real estate investor:  

• Receives the benefit of $4 trillion in quantitative easing for low interest rates – crushing 
the earnings of senior citizens who relied on earnings from savings accounts 

• Pays no federal taxes because of the enormous deductions from rehab and 
development 

• Pays no social security taxes because it’s passive income 

• Avoids capital gains through a 1031 exchange 

• Pays a small fraction of the cost of public infrastructure and dumps the rest on residents  

• Gets 100% reimbursement for utility extensions from city. W/WW/Electrical 

• Underpays property tax in general – commercial undervalued at TCAD 

• Games the system with agricultural appraisals and wildlife exemptions 

• Sells property to local governments at inflated prices 

• Benefits greatly from city projects like Waller Creek flood control with city asking 
nothing asked in return 

• Gets favorable treatment in public/private partnerships 

• Receives property tax abatements or sales tax rebates for doing what they would be 
doing anyway 

• Zoning changes given which create value with little to nothing in return to city. 

• Variances from regulations or adopted plans add value with nothing asked in return. 

 



Austin is a 
collection of 
very different 
economies but 
the real estate 
economy 
hijacks your 
local 
governments 
for its own 
purpose.  
 



THE END 


