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As I have said in class, in Part I of the Structure of Public Psychiatry sequence we
only present a brief, general introduction to low income housing policy and programs in
the American welfare state. The primary reading for this purpose is Reading #6,
“Housing Policy: A General Consideration”, by Cushing Dolbeare. Readings #7, #8a,
#8b enable us to refine the broad picture Dolbeare provides in certain ways.
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Housing Policy: |
A General Consideration

T he one thing all homeless people have
in common is a lack of housing, What.
ever other problems they face, adequate, stable,

affordable housing is a prerequisite to solving

them. Homelessness may not be only a hous-
ing problem, but it is always a housing prob-
lem; housing is necessary, although sometimes
not sufficient, to solve the problem of home.
lessness.

A CHANGING PROBLEM

In 1940, when the first housing census was
taken in the United States, 46% of all house.
holds lived in units that eicher lacked basic
plumbing facilities or were classified as dilapi.
dated. Crowding and doubling up were also at
far higher levels than today. These conditions
continued through World War I1. )
At war’s end, the nation sought to make
good on a commitment to provide returning
veterans with educations and homes. Through
the 1950s—when long-term mortgages were
available and interest rates were low—the bal.
ance between housing costs and incomes was
such that almost any White man with a steady
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job could afford o buy a new house. The
economy was good and construction boomed,
During this period, the focus of federal housing
policy was on the quantity and quality of the
supply, not on affordabilicy.

During the postwar decades, suburbs ex.
panded dramatically. In 1950, 42% of the met.
ropolitan population lived outside of central
cities. By 1960, the proportion had risen to al.
most half (49%), and by 1980, the figure had
reached 60%, roughly the current level.! Sub-
urban growth was fueled by Federal Housing
Administration (FHA) and Veterans Adminis-
tration (VA) mortgage insurance, and by road
and highway construction that meant housing
nolonger needed to be near jobs or public trans-
portation. Employment and business opportu-.
nities eventually followed the migration to the
suburbs. But minorities were excluded from
suburbanization, as were lo_w-‘mcome Whites.
With diminished tax bases, cencral cities were
left to cope with the needs of the households
left behind. Thus, the housing rends that ex-
panded the suburbs were also 2 major cause of
the social and fiscal crisis thac now affects many
central cities. -
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HousING PoLicy: A GeneraL CONSIDERATION

During the 1960s, housing needs began to
shift, though the change was little noticed by
housing advocates and policy makers. Quality
and supply problems were being addressed;
growing affordability problems were not. Indeed,
the 1968 Report of the President’s Commirtee
on Urban Housing, which proposed the goal of
constructing or rehabilitating 26 million units
over a 10-year span, 6 million for low-income
households, based the latter number on its esti-
mate of occupied, substandard units. The re-
port acknowledged affordability problems
almost in passing, but it recommended an ex-
perimental program of housing allowances. The
Housing and Urban Development Act of 1968
incorporated the major recommendations of the
committee. It now seems the high-water mark
of the federal commitment o housing.

The 1970s was a period of struggle over hous-
ing policy. In 1973, President Nixon imposed a
moratorium on additional low-income housing
commitments, which lasted until tate 1974. The
controversy generated by thac action has over-
shadowed both the substantial low-income
housing achievements during that decade and
the fact that the number of additional commit-
ments for low-income housing reached its high-
est level ever during 1976, the last year of the
Ford administration. It took from roughly 1937
to 1970 to complete the first million subsidized
housing units (excluding housing in rural areas
financed by the Farmers Home Administration
of the U.S. Department of Agriculture). Be-
tween 1970 and 1980, the number almost
trebled, to 2.8 million. Most of the increase af.
ter 1980 was in rental assistance through the
Section 8 progran, which enabled low-income
households to afford rents in privately owned
units.?

During the 1980s, in spite of savage budget
cuts, the number of occupied, low-income units
subsidized by the Department of Housing and
Urban Development (HUD) increased by an-
other 50%, and stood at roughly 4.6 million in
1990.> Despite some modest increases during
the early 1990s, it appears unlikely chac the
number of households occupying HUD- subsi-
dized low-income housing will reach 5 million

in the foreseeable future, if ever Indeed, be-
cause most of the subsidy contracts expire, the
amount of HUD- subsidized, low-income hous.-
ing is almost certain to decrease in the near fu.
ture.t -

The majority of low-income renters receive
no subsidies, however. In 1993, onlya relatively
small proportion of low-income renters lived in
public or privately owned federally subsidized
units: 37% of the 3.1 million households with
incomes below $5,000, 37% of the 5.4 million
households with incomes between $5,000 and
$10,000, and 19% of the 3.7 million households
with incomes becween $10,000 and $15,000.
The proportion declines further as incomes rise.

Furthermore, most low-rent housing is in the
unsubsidized stock. Except for units with gross
monthly rents® below $250, most housing that
rents for less than fair market rents® is nor sub.
sidized by the federal government. While 79%
of the 0.9 million units costing less than $125
monthly in 1993 were federally subsidized, the
proportion dropped to 54% for the 3.1 million
units costing between $125 and $250, and to
12% for the 12.3 mitlion units costing between
$250 and $500, with the proportion dropping
further for higher-cost units.?

AFFORDABILITY: THE KEY ISSUE

While problems of quality and shortage persist,
the overriding housing problem today is
affordability. During the 1970s, the loss of pri-
vate, unsubsidized, low-cost rental unics far out-
weighed the increase in subsidized units. Many
households, particularly renters, have such low
incomes that they cannot possibly pay what it
costs to provide housing® The key facts about
low-income housing affordability are outlined
below.

The Rental Affordability Gap

A useful (though over-simplified) way to gauge
the extent of the affordability changes during
the 1970s and 1980s is to compare the number
of households in the bottom quartile of the
renter income distribution with the number of
units that fall in the range they can afford ar
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30% of income.® This simple comparison of the
poorest quarter of renter households and the
number of units they can afford shows the trend,
In 1970, there were 500,000 more units in the
bottom quartile affordability range than house..
holds. By 1989, there were 7.8 million bottom-
quartile renter households, but only 2.8 million
affordable units. In other words, there was a gap
of 5 million units.

The gap was caused by a combination of fall-
ing real incomes of renter households and ris-
ing real housing costs. Also, the number of
renter households increased, while much of the
private, unsubsidized, low-reng housing that
existed in 1970 was lost either because of rent
and utility increases, abandonment, or conver-
sion to other uses. In constant 1995 dollars, the
25th percentile renter household income
dropped by 30% between 1970 and 1989, and
the affordable housing cost for this household,
at 30% of income, dropped from $240 w0 $169
per month. Meanwhile, median inflation-ad-
justed gross rents increased 3]% between 1970
and 1989, from $317 to $416. The number of
occupied units with costs below the affordable
threshold dropped dramatically, from 5.8 mil-
lion in 1970 to only 2.8 million in 1989, The
decline in affordable units for these poorest
households was primarily caused by the loss of
privately owned, unsubsidized, low-cost hous-
ing units, together with che failure of subsidized
housing programs to offset the shortfall. In 1970,
only 10% of the bottom-quartile unics were sub-
sidized; by 1989, 74% were subsidized.

This analysis refutes the contention of some
that housing affordability has lizdle to do with
the dramatic increase of homelessness. The low-
cost units did not disappear because the public
demanded larger units with more amenities,
Instead, they vanished because of the pressure
of rising energy costs and other costs of main-
taining and operating housing, together with the
demolition of many older units and the
gentrification of others."®

This analysis also refutes the widespread as-
sumption that the affordability gap was generat-
ed primarily by the cuts made in low-income
housing programs by the Reagan administration.
It is accurate to say, however, that those cuts

reduced the rate of increase in the number of
occupied subsidized housing units. Between
1970 and 1980, the number of occupied subsi.
dized housing units rose from ! million 0 3.2
million. By 1990, the total number of subsidized
units' was 4.4 million. The numbe; of subsidized
units occupied by households in the bottom
quartile rose from an estimated 0.6 million in
1970 10 an estimaced 1.6 million in 1989. The
remaining subsidized units were occupied by
households whose incomes, although low, were
above the bottom quartile.

Despite the growing number of subsidized
bottom-quartile units, only a small proportion
of eligible low-income households are, in fact,
living in subsidized housing. Just over one-quar-
ter (26%) of “very-low-income” rencer house-
holds—the group eligible for housing
assistance—lived in federally assisted housing.
Overall, in 1993, 13% of the nation's 33,5 mil-
lion renter households occupied subsidized
housing."

The foregoing "housing gap” analysis seri-
ously understates real housing needs because it
ignores many basic housing facts: At least a third
of the inexpensive units were occupied by
people with incomes above the bottom quarter
The cost of many of the units classified as inex-
pensive was near the ceiling used, whereas many

renters had incomes that were much lower.”

Many of the units were substandard. Many were

-of the wrong size or in the wrong location. Many

were unavailable to minorities or families wich
children, for example, because of discriminatory
renting practices. Somewhat offsetting this, the
calculation ignores vacant units on the assump-
tion that if they were suitable and available, they
would be occupied.

A major consequence of the affordability gap
is that many renters are forced 1o pay very high
proportions of their incomes for housing. Obvi-
ously, the validicy of using percent of income
paid for housing as a measure of affordability
depends on the level of income in the first place;
for example, a household with an income of $1
million after taxes could pay 90% of it for hous-
ing costs and still have $100,000 left for
nonhousing needs.”
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