
An Explanation of Housing in America 
By Elizabeth Gallardo 
 
 
Housing in America is political and based in the larger values of battling factions of society.  The 

housing ethics that emerged in response to the Great Depression significantly shaped the two 

major concerns of housing policy in America: the promotion of single family home ownership 

and the means of providing acceptable living conditions for those who cannot afford to own 

(lower income members of society).  Both of these areas address the affordability of housing as a 

tenant of society’s stability.  How they are dealt with is debated politically between the liberals 

(in favor of social benefit) and the conservatives (in favor of capitalism) in power, with policy 

changing dramatically between administrations and political eras (Hays, 1995). 

 

Housing is integrally intertwined with the stability of the US, and during the Great 

Depression it became clear that affordable housing was a huge problem for most of the country’s 

population.  Housing, being a large and significant financial investment, needed to be financed in 

a more effective way.  One solution to this was the trend of home ownership and the 

suburbanization resulting from the various policy mechanisms within the home ownership 

lending model. The 1932 Federal Home Loan Bank Act established federally managed banks 

that would then extend less costly mortgages to homeowners (Immergluck, 2004). Then in 1934, 

the National Housing Act, established the Federal Housing Administration (FHA), a federal 

entity that would oversee the location, shape and quality, and even the socieo-economic makeup 

of the housing market. 

As the federal government regulated the mortgage market, they established a 

government-sponsored system of lending, which introduced public agencies (GSEs like Fannie 

Mae, Freddie Mac, and Ginnie Mae) that would purchase the federally issued and insured FHA 

mortgages (Katz, 2003).  The FHA loan system would bolster against predatory lending and 

expand the affordability of housing to the middle class, creating a sea of equity for a large sector 

of society. In addition to the affordability of the FHA mortgage for single family home owners, 

homeowners were incentivized with tax breaks, able to deduct mortgage interest payments and 

their property tax from their federally taxable income (Schwartz, 2010).  This massive tax 



incentive serves as the largest housing-related subsidy our government offers, benefiting only the 

middle and upper classes of society.  

These policies dramatically shaped society’s perception of the American Dream, the 

quality of life expectations of the population at large, and the financial structure of the country 

(Schwartz, 2010).  The availability of capital created by these affordable mortgages expanded the 

housing market exponentially, boosting the national economic activity, and entrenching housing 

as a “mainstay” of the American economy (Schwartz, 2010).  This policy also entrenched 

America into a capitalist system of housing consumption.  Housing became a “market” with 

futures, expanding its financial trading influence to the global level in recent decades.  The 

housing market relies significantly on lending and the availability of capital, and as long as this 

financial system remains healthy, so does the availability of “affordable” owner-occupied 

housing.   

As we have seen with the housing collapse of the late 2000’s, this system relies 

significantly on the health of the economic status of the individuals occupying said housing, as 

well as the health of the mortgages.  Due to federal deregulation of the housing market in the 

1990s and 2000s, the resulting extensive subprime lending, and the abstraction of mortgage 

trading to secondary markets, the American housing system was already at high risk.  This was 

compounded by the slow or negative growth of median household incomes since the 1960’s 

(Hays, 1995).  These factors combined to create a fiscally untenable environment similar to that 

seen during the Great Depression, and resulted in a total collapse of the US housing system.  

 

On the other side of the coin, we have the government’s concern over affordable rental 

housing and housing for low income and needy persons. The primary problems facing affordable 

rental and subsidized housing is the governmental opinion of the extent of intervention 

appropriate.  There is also a constant battle between federal and local government in terms of 

funding, how it is spent, and the resulting housing stock built.  Often local governments have the 

insights to more effectively administer housing funds, but also may be easily swayed from the 

social justice mission of subsidized housing to use funds to serve their majority populations. 

In comparison to the already expensive single-family homes, multi-family homes are 

even more costly to developers (Schwartz, 2010).  They are a complex liability for property 

owners, subject to changing markets and fraught with externalities.  Because of this endemic 



disincentivizing challenge, and well knowing that home ownership is not an option for the entire 

population, the government has created various strategies to pay for the production and 

preservation of rental housing. 

The federal government subsidizes both private market-rate development and low- and 

very-low-income housing with policies ranging from mortgage rate incentives to tax credits.  

Much of this subsidy and intervention is cobbled together piecemeal from various federal 

programs, addressing production on the supply side, as well as consumption on the demand side 

through vouchers. Policies tend to function for anywhere between 2-30 years, only to be 

confronted with a slew of failures due to the policy mechanism itself or any number of external 

policy-killing factors (politics, economy, social uprisings…).  Most often these affordable 

housing stock face the challenge of being under-funded, which is almost always a recipe for 

some degree of failure. 

No one has come to any conclusion as to which of any of these methods work best, hence 

no full dedication to really solidifying any affordable rental housing policy.  There is also an 

ongoing battle between the notion of subsidized housing and the market, as the market thinks it 

unfair to compete with the government’s subsidized housing.  The better the quality of the 

subsidy (both financially and aesthetically), the worse it is for the free market- therefore quality 

and funding are constantly being thwarted in defense of the free market interests. 

Though some older housing filters down to provide housing opportunities for low-income 

persons, the cost of maintenance still remains economically prohibitive for renters with 

extremely low incomes.  Because the market does not solve these housing issues, the government 

created supply-side subsidies for rental production, providing a limited but significant amount of 

its own rental housing (Khadduir and Wilkins, 2008). The viability of public housing stock has 

been constantly challenged by the inability of rental income to cover the cost of inflation and 

maintenance (Schwartz, 2010). Since the 1980’s the government has halted all construction of 

federal public housing, instead fostering partnerships with the private sector in order to 

incentivize them to develop and invest in affordable housing.  Today the federal government 

administers block grants (CDBGs) to state and then local housing authorities, as well as HOPE 

VI and the LIHTC funds to private developers in order build and manage affordable properties 

(Schwartz, 2010).   



On the private side, rental housing mortgages were initially subsidized in similar effect to 

single family homes, but this changed with the savings and loans crisis of the 1980’s and the 

1986 Tax Reform Act, which wiped out all tax benefits associated with investing in market-rate 

rental housing. Due to this, multi-family housing starts declined consistently from 1985-1993 

(Schwartz, 2010).  It has been a constant challenge to preserve affordable rental housing stock- 

many of the incentives like the LIHTC are limited to a brief period of 10-15 years, with a pre-

payment option built in for developers who want out of the affordable housing deal sooner. 

 

The constant challenge with affordable housing, both owned and rented, is the American 

notion that housing is a human right.  Reconciling this socio-ethical prerogative with the free 

market of capitalism provides ample opportunities for exploitation, failure, and political 

frustration.  Though the federal government has attempted to solve this problem by integrating 

the private market both in terms of deregulating and privatizing lending institutions, and putting 

the onus of housing production in the hands of private developers, the objective fails because the 

free market’s only concerns are efficiency and utility, two things utterly unrelated to the human 

quality of life. 

The primary mission of for-profit developers and lending institutions is in direct 

opposition to the preservation of affordable housing.  By the rules of supply and demand, it is to 

the free market’s advantage to constantly be in a state of demand, in essence, to not have enough 

affordable housing.  Housing policy in America is at a crossroads where the government needs to 

decide who it is for: the people or the capital.  Almost all lessons hard-learned during the early 

history of housing policy in America have been repeated in the past 30 years.  Perhaps it is the 

policy makers in congress that have failed to learn their history, or maybe they turn a blind eye to 

the realities of the systems they have built.  Either way, the housing system in America at this 

moment is unsustainable, built under the assumption that housing prices will always increase. 

The reality is that this increase has ended, and the current system, until fixed, will only serve to 

society’s detriment.  



Bibliography 
 
Hays, A. (1995). The Federal Government and Urban Housing: Ideology and Change in Public 
Policy. NY: State University of New York Press. 
 
Immergluck, D. (2004). Credit to the Community: Community reinvestment and fair lending 
policy in the United States. New York: M.E. Sharpe. 
 
Katz, B., et al. (2003). Rethinking local affordable housing strategies: lessons from 70 years of 
policy and practice.  Washington DC: Brookings Institution Center on Urban and Metropolitan 
Policy. 
 
Khadduri, J and Wilkins, C. (2008). Designing Subsidized Rental Housing Programs. In Retsinas 
and Belsky, eds. Revisiting Rental Housing. Washington DC: Brookings Institute. 
 
Schwartz, A. (2010). Housing Policy in the United States, 2nd Ed.  New York: Routledge. 


