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The 'limited-equity' housing solution 
Over the next several weeks, the In

dependent 's opinion page will feature 
a series of essays by historian Jeremy 
Brecher on the causes of New Haven's 
housing crisis and what should be 
done about it. We welcome responses 
and alternative views. 

I. Why the market 
won't work 
By Jeremy Brecber 

New Haven, look wha t we've got: 
Homelessness. According to Cyn

thia Delouise of Columbus House, as 
many as 800 people in the city have 
no permanent homes. 

Excessive rents. From 1980 to 1987, 
New Haven rents increased by an es
timated 265 percent Many New 
I Iavcncrs must choose between pay
ing the re nt and buying food; a study 
re leased l>y the Mayor's Task Force 
on Hunger demonstrated that rising 
re nts were a principal cause of 
hunger throughout the city. 

Declining homeownership. In New 
Haven, home prices went up 40 per
cent a year between 1984 and 1987. 

During the eight years of the Hea
gan era, we were told that the free 
market would solve all our economic 
problems, housing included. After all, 
if people want more pens and fewer 
pencils, the price of pens will rise 
and business will produce more 
pens. Similarly - or so the theory 
goes - if people need more hous
ing, business pursuing profit in a free 
market will provide it 

The fruitS of a free market housing 
policy have been homelessness, ris
ing housing costs, and a growing 
housing shortage. Whatever conser
vative ideologues may claim, a hous
ing system driven by the search for 
profit seems to be better at raising 
housing costs than at raising roof
beams. 

In the real world, the pursuit of 
profits often conflicts with the provi
sion of affordable housing, and for 
good reasons: 

• Land: The supply of land is 
fixed. You can't produce more of it, 
so higher prices don't lead to produc
tive investment in housing. They may 
just raise the cost to consumers. 

• Competing uses: If there is more 
money to be made in office towers 
or malls, housing may be converted 
to those other uses - even with peo
ple living in the streets. 

• "Externalities": The value of resi
dential property depends not just on 
the investment made in it, but on 
what goes on around it. If a large, 
noisy factory is built next door, the 
value goes down; if wealthy people 
begin moving into the neighborhood, 
the value goes up. 

• Speculation: Much housing is 
bought or built not for use but for 
speculation, further divorcing the 
housing market from actual need. 

• Interest: Interest on borrowed 
money forms a major part of housing 
costs. When RJR borrows $20 billion 
to buy Nabisco, that money is un
available to finance housing, so the 
cost of housing is likely to go up. 

• Taxes: Because local taxes are 
levied on real estate, the cost of run
ning cities and towns is treated as 
pa rt of the cost of housing. 

13ccause of such factors, the hous
ing crisis can't be solved via the mar
ket alone. Nor by simply putting gov
ernment money into housing. Nor by 
increasing housing payments to the 
poor. Such measures by themselves 
may just increase speculation and 
raise housing prices. 

Instead, we need to start by defin
ing decent, affordable housing as a 
right, as basic as the right to educa
tion. Then to implement that right we 
need a comprehensive housing poli
cy which determines how housing 
should be owned, where it should be 
located, how it should be paid for, 
and what housing efforts should get 
priority. 

II. Affordable housing: 
How should it 
be owned? 

In a perfect market, providing rent 
or mortgage supplements might lead 
to the production of more housing. 
In the real world it is more likely to 
drive up housing costs and produce a 
killing for speculators. Affordable 
housing requires new forms of own
ership based on a new balance be
tween public and private control. 

About two-thirds of American fam
ilies are so-called "homeowners," ac
tually people with bank mortgages 
on owner-occupied houses. In New 
Haven, as in most cities, most are 
renters. Many live in public housing. 
All three - private homeownership, 
tenancy under landlord ownership, 
public ownership as we know it -
have serious difficulties as solutions 

to the crisis of affordable housing. 
Private ownership means that the 

rising value of real estate - specu la
tive profit - goes to the current 
owne rs, whether absentee landlords 
or owner-occupiers. The result is 
housing inflation - transformation of 
affordable into unaffordable housing. 

If housing is to stay affordable, 
programs must move toward limited
equity arrangements in which the in
creasing value goes to society, not to 
private owners. This idea may sound 
radical, but it is strongly supported 
by ]. Brendan Sharkey, executive di
rector of the South Central Connecti
cut Regional Housing Compact, a 
coalition which includes builders, de
velopers, and the Chamber of Com
merce as we ll as religious, business, 
and government representatives. Ac
cording to Sharkey, "There is no way 
you can develop affordable housing 
and keep it affordable unless you 
have some kind of restriction so that 
the owner who rece ives a subsidy is 
not able to reap a windfall." 

Government ownership - "public 
housing" - has been the primary al
ternative to private ownership. But 
the government has often been a 
poor landlord, underfunding repairs 
and maintenance. New Haven has 
about 400 Housing Authority-owned 
apartments which are unoccupied be
cause they weren't maintained right 
for many years. And government pol
icy has made public housing the 
"housing of last resort," a dumping 
ground for problems rather than a 
community amenity. 

Rental subsidies, providing public 
support for private rental housing, 
have been an alternative way to pro
vide housing for low-income people. 
It has often provided more subsidy 
for landlords than for tenants, and 
sometimes inflated rents in areas 
surrounding subsidized housing. 

All rental arrangements, whether 
in public or private housing, have 
two problems: 

• Under present housing law, ten
ants have little housing security and 
can lose their homes at the will of 
the landlord; 

• Tenants with no stake and no 
secu re right to remain in their homes 
have less incentive to maintain them 
and their surroundings. 

Fortunately, innovative forms of 
limited equity arrangements, such as 
land trusts, co-ops, and mutual hous
ing can solve many of these prob-

!ems simultaneously. 
The limited equity concept is sim

ple. Government or a nonprofit hous
ing agency pays part of the cost of 
housing; the people to be housed 
pay the rest. The occupants live in 
their homes under a long-term lease 
providing them the same security as 
if they had a mortgage from the 
bank. But if they want to leave, they 
will be paid only what they paid in, 
with a reasonable allowance for infla
tion and perhaps for interest. The 
"social appreciation" returns to the 
public, which can use it to make the 
housing available at affordable -
rather than inflated - rates to the 
next occupant. 

At least one organization, Home 
Inc., has been organized to provide 
such housing in New Haven. It has 
just begun to find funding for its ef
forts. Other cities are farther along. 
The Naugatuck Valley Housing De
velopment Corporation, for example, 
is starting to build 140 units of limit
ed-equity affordable housing in Wa
terbury under a $17 million grant 
from the Connecticut Department of 
Housing. 

Wherever possible, federal, state, 
and local housing programs should 
emulate this limited-equity model in 
order to provide permanently afford
able housing protected against infla
tion and speculation. In the mean
time, of course, we need to continue 
present public housing, rent supple
ment, and mortgage supplement pro
grams. But even they should evolve 
toward a limited-equity model: 

• Mortgage subsidies should pro
vide that the subsidized owner does 
not receive a windfall when the 
property is sold. 

• Publicly subsidized renters should 
receive security of tenure comparable 
to that enjoyed by "homeowning" 
mortgagees. 

• Public housing should move to
ward tenant management, with 
"sweat equity" for tenants. (This 
should not be confused with schemes 
to privatize public housing by selling 
projects to tenants and then abav
doning public responsibility for 
them.) 

The ultimate goal should be hous
ing as a community amenity, avail
able for all, secure, with the gains of 
social appreciation benefiting the 
community as a whole. 

Next week: Affordable housing: 
where should it go?•!• 
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