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What would it take to ensure quality,
affordable housing for all in
communities of opportunity?
If everyone could afford quality housing, and every neighborhood offered a diversity of housing options,
people up and down the income ladder could enjoy housing security and build wealth through
homeownership. Achieving this vision requires more than incremental tinkering with today’s market
institutions and public policies. It calls for bold action at all levels of government and in the private and
nonprofit sectors:


Mayors and local planners modernize local zoning and land use regulations so builders and
developers can produce more housing, at lower cost in response to 21st century housing needs
and preferences.



Local housing officials work with both private-sector property owners, financial institutions,
and community-based nonprofits to preserve affordable housing and protect residents of
revitalizing neighborhoods from displacement.



Federal and state policymakers expand housing assistance, ensuring that people at the bottom
of the income ladder can afford what it costs to deliver decent housing in the marketplace.



Financial institutions offer new loan products and innovative processes that expand
opportunities for secure homeownership and close the persistent gaps in homeownership and
home equity for people of color.

These four ambitious solution sets, if pursued effectively and at scale, could correct the fundamental
mismatch between housing needs and housing supply we face today. 1
The challenge is urgent. In many communities across the country, home prices and rents have
climbed out of reach for a growing share of households. New housing construction disproportionately
serves the affluent, and housing subsidies serve only a fraction of those in need. Market pressures and
gentrification are pushing many lower-income people out of their communities. America’s history of
racial discrimination and segregation has locked too many people out of neighborhoods that support
their well-being and their children’s life chances. Moreover, in the aftermath of the Great Recession, the
homeownership gap between whites and people of color has widened. Continued population growth,
demographic change, and widening inequalities will only exacerbate the housing mismatch. Increases in

housing inequalities, in turn, will unavoidably increase threats to families’ stability, children’s well-being,
and opportunities for upward mobility.
Changemakers are rising to this challenge at every level of government, in private enterprises and
community-based nonprofits, in advocacy organizations and philanthropy, and in resident-led
community initiatives. But they lack reliable information with which to design and implement solutions:


Local and state planners lack reliable information about how zoning and land use regulations
differ across jurisdictions nationwide, how these differences affect housing availability and
costs and what reform strategies have been effective at unleashing housing supply. A program
of knowledge-building to unlock zoning data, compare regulations and their impacts across
places, and assess the effectiveness of reform strategies would help these planners prioritize
local barriers to housing innovation and production and implement models that work for peer
communities.



Mayors, housing officials, private developers, or nonprofit organizations attempting to expand
the housing supply are often stymied by fierce “not in my backyard” (NIMBY) opposition. Many
of these housing advocates seek “playbooks” based on rigorous analysis to understand
opposition to housing development and how to achieve consensus.



Community-based organizations and local housing officials trying to preserve affordable
housing urgently need data and analytic tools to monitor the unsubsidized affordable housing
stock; assess risks of loss so they can prioritize properties (and property owners); and design
effective strategies for maintaining housing availability, quality, and affordability.



Mayors and community development officials need evidence-based early-warning indicators
and displacement prevention strategies so they can make timely and effective investments in
housing affordability and resident protections.



Low-income housing advocates arguing for increases in federal housing assistance are too
often dismissed because the cost to the federal budget is perceived as too high. Policymakers
need compelling evidence about the long-term costs and benefits of alternative models for
expanding housing assistance to assess the return on investment.



Efforts by fair housing advocates, financial institutions, federal regulators, and local leaders
have thus far failed to close persistent gaps in homeownership between white people and
people of color. They need data and analysis to disentangle key drivers of the racial
homeownership gap and test the potential of products and tools for narrowing it.
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This brief draws on interviews and roundtable conversations with a broad array of changemakers
(see the acknowledgments for the complete list). These interviews highlighted innovative solutions
being explored across the country and identified the gaps in facts and understanding that stand in their
way. They also suggested opportunities for new knowledge-building that could inform and accelerate
solutions to the profound housing challenges facing our country.

Advancing Solutions: Local Action
and Investment, Advocacy, and
Private-Sector Innovation
No single approach, however bold, can resolve the complex housing challenges facing US communities.
We argue that these challenges could be overcome through four interlocking sets of solutions. 2


The first solution set focuses on expanding the supply of housing and reducing its cost by easing
regulatory constraints and accelerating innovations in design and construction.



The second aims to preserve the existing stock of unsubsidized affordable housing and protect
against displacement when neighborhoods revitalize.
If these two solution sets were effectively advanced, many more people, up and down the
income ladder, could find quality homes and apartments they could afford. But market rents
would almost certainly still be out of reach for the lowest-income households.



So the third solution set focuses on expanding assistance to make quality housing affordable for
people at the bottom of the income ladder.



Finally, the fourth solution set aims to expand access to secure homeownership, particularly for
people of color, by creating new forms of ownership and expanding financing options.

As changemakers in the public, private, and nonprofit sectors design and advance approaches for
the four strategies, they generate new insights and articulate critical questions about what works.
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Solution Set 1: Produce More Housing at Lower Cost
Innovations in building technologies and more flexible local regulations would enable the market to
deliver more housing faster and more cheaply. These solutions focus on what type of housing is built
and how and where it can be built. Reforms to state and local land use regulations and building codes
would allow more housing to be built where it is needed most. Innovations in construction techniques
and design would lower the costs of development and allow builders to build more housing for a
broader range of household types on less land. 3 Combined, these solutions would improve housing
affordability for both renters and homeowners, overcome barriers to building affordable housing in
high-opportunity neighborhoods and regions, and allow real estate markets to more flexibly respond to
changing housing needs and demand.

Reform Local Land Use Laws and Building Codes
Restrictive local land use regulations constrain housing supply and drive up housing costs. These
constraints stunt local, regional, and national economic growth and widen income and wealth
inequalities (Glaeser and Gyourko 2018; Gyourko and Molloy 2015; Hsieh and Moretti 2019; HUD
2018; Ikeda and Hamilton 2015). 4 Some state and local policymakers are taking a hard look at their
laws, regulations, and approval processes to find opportunities to create more flexible zoning and
building codes that can ease housing supply constraints (HUD 2018; Urban Land Institute 2018; White
House 2016).
Some localities, such as Miami and Buffalo, 5 are experimenting with new frameworks for land use
regulation, such as form-based codes that reject traditional Euclidean zoning codes entirely. The City of
Minneapolis recently adopted an ambitious zoning reform that eliminated all single-family zoning and
allowed triplexes to be built anywhere in the city. 6 These alternatives allow more housing to be built in
mixed-use developments and can support more economically integrated neighborhoods. More modest
regulatory reform strategies can also contribute. For example, some local governments, such as
Montgomery County, Maryland, and Cambridge, Massachusetts, 7 require affordable housing to be built
as part of new development through inclusionary zoning ordinances (Ramakrishnan, Trekson, and
Greene 2019). Other local governments offer incentives to developers to build more affordable units in
exchange for greater densities (Arlington, VA) 8 or expedited approvals (San Diego, CA). 9
Many states are also taking more aggressive steps to break logjams in the permitting and approval
of affordable housing development or overcome NIMBY (“not in my backyard”) opposition.
Massachusetts 10 passed statewide laws that streamline local approval processes for affordable housing
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permits, grant developers a right to appeal housing permit denials in municipalities that lack affordable
housing, and allow by-right development in “smart growth” locations (HUD 2018). More recently,
California adopted sweeping legislation that includes a provision forcing cities to approve projects if not
enough housing has been built to keep pace with home-building targets; 11 it also fast-tracks projects
with at least 50 percent affordable housing. However, zoning changes may be more likely to occur in
neighborhoods with vulnerable populations and less political power. Expanding the housing supply
without policies to protect residents may lead to displacement (Been, Ellen, and O’Regan 2019).
State and local interventions are hindered by a lack of comparable data on the restrictiveness of
local land use regulations and rigorous research on which regulations have the greatest effect on
housing supply, rents, and sales prices. Local government leaders also know too little about how costs
associated with local regulations may be offset by benefits in community preservation and
environmental, health, and safety protections, and to whom these costs and benefits accrue. Trade-offs
between local regulatory strategies have not been fully understood or quantified. These knowledge
gaps contribute to reform opposition from traditional NIMBYs, newer equity advocates, and other
“supply skeptics” (Been, Ellen, and O’Regan 2019).

Accelerate Innovation in Design and Construction
Unconventional housing designs (e.g., accessory dwelling units and micro units) and innovative
construction technologies can potentially increase the range of housing options while reducing costs
and sprawl. 12 Accessory dwelling units can increase rental options in otherwise owner-occupied
neighborhoods, increasing choices for low-income renters and providing multigenerational housing
options for persons who wish to age-in-community (Been, Gross, and Infranca 2014). Modular, small
unit housing can produce more housing units in otherwise tight housing markets. In San Francisco, for
example, Panoramic Interests Developer produces prefabricated, modular units for infill development
on underused urban land. 13 In Europe, where modular housing has a longer history and broader
acceptance, there is new experimentation with incremental design. Ausbauhaus in Berlin lowers the
cost of housing by giving purchasers a choice on completeness of the interiors, allowing owners to build
out over time. 14 In San Bernardino, California, Neighborhood Housing Services of the Inland Empire is
piloting solar, efficient, high-quality manufactured housing on vacant lots. 15
Firms in the United States are also experimenting with new construction techniques. The designbuild model, in which the architect/designer, engineer, and contractor work together from the
beginning of the project, reduces project delays and additional costs. Firms such as Blokable, 16
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Factory_OS, 17 and Katerra 18 have combined design-build project delivery with new building technology
to vertically integrate services. Combining several stages of production normally held by different
companies increases efficiency and, theoretically, decreases final construction costs. Questions remain
about the long-term success of these models. Building materials are expensive to ship, housing is highly
customized by location and owner preferences, and local labor unions have opposed the overseas
construction of units. 19 Unconventional housing designs and construction techniques may also be more
difficult to finance. And we do not know how well innovative designs will respond to future housing
demand and preferences and if sufficient market demand will emerge for lower-cost designs and
construction technologies.
Innovations in housing design and construction and local regulatory reforms are often
interconnected. Creating more flexible local regulations and providing public-sector financing and
incentives can unleash innovation in design. New York City’s Kips Bay relaxed rules on minimum
apartment sizes and donated public land to create a model of micro-apartments for millennials, lowincome singles, and homeless veterans. 20 “Smart city” technologies and innovations in infrastructure,
transportation, and data processing may also encourage land use reforms by mitigating nuisances,
easing congestion, and creating new opportunities for housing delivery (Tomer and Shivaram 2017).
Innovations in regulation and design could remove fundamental limitations on housing supply that
research suggests are driving up housing costs across the United States (Calder 2017; Fischel 2015).
They also share a political advantage over some of the other solutions we discuss. Because these
innovations are principally market driven and focus on reducing government interference in markets,
they can bridge ideological divides and generate bipartisan support. 21 However, they are unlikely to
address the housing needs of individuals and families with very low incomes who may require additional
subsidy, support, and antidiscrimination protections to secure stable and affordable housing. Therefore,
hybrid solutions that combine market-based interventions and public subsidies will be necessary
(Brennan and Greene 2018).
Despite growing awareness that local regulations impede housing supply and innovation in housing
design and construction technologies, significant barriers remain. These barriers include an entrenched
ideology of local control over land use, 22 the outsized influence of incumbent homeowners in local
development politics (Fischel 2005), high public infrastructure costs (Nelson et al. 2002), and strong
fiscal disincentives (Hills 2016). Any one of these barriers can prevent local innovation in land use
regulations and lead to suboptimal allocation of housing. Bewilderingly complex and obsolete building
codes 23 and bureaucratic inertia can inhibit new construction technologies and housing designs, even
when these innovations could satisfy public policy priorities or help meet local housing demand.
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Further, the cost of construction in the United States is rising in large part due to labor shortages in the
construction industry. 24 Supply is likely to be constrained without cheaper, less labor-intensive
construction techniques combined with a pipeline of skilled construction workers.

“Although zoning regulations don’t typically change dramatically from year to year,
incremental changes in zoning add up.”
–Vanessa Brown Calder, Cato Institute

Innovations in housing design and regulations can also force us to rethink what constitutes “socially
acceptable” housing (Woetzel et al. 2014) 25 and for whom. Perhaps most challenging, and least
recognized, is that reforming local housing regulations will require us to directly confront structural
racism. Even though individual preferences for living in integrated communities have shifted,
entrenched racism continues to perpetuate exclusionary practices (Greene 2019; Turner et al. 2018).
As demand grows for land and housing in once-disinvested communities, we will need to strike a
balance between empowering communities to set their own priorities and ensuring that every
community provides its fair share of a region’s need for housing.

Solution Set 2: Preserve Unsubsidized Affordable
Housing and Protect against Displacement
In many communities, housing market pressures drive up rents and home prices, making housing
unaffordable and pushing long-time residents out of their communities. Sometimes these pressures
result from targeted investments aimed at improving the quality of distressed neighborhoods. They can
also result from gentrification, rapid growth in local jobs and population, or rising income inequality.
Expanding the supply of housing (solution set 1) plays an essential role in moderating these market
pressures, but it is not sufficient. New housing supply should go hand in hand with preserving existing
affordable housing so long-time residents are not displaced just as the conditions in their communities
begin to improve.
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Preserve Unsubsidized Affordable Housing
Only about one in five eligible households receives federal housing assistance (Kingsley 2017).
Therefore, the stock of privately owned properties charging low to moderate rents plays a critical role
in meeting housing needs. This stock, often referred to as “naturally occurring affordable housing”
(NOAH), is already in short supply and faces serious risk of further loss (Getsinger et al. 2017). 26 Some
of these units suffer from deferred maintenance and require extensive renovation to be habitable. In
hot housing markets or revitalizing neighborhoods, owners have strong market incentives to either
raise rents substantially or redevelop properties as luxury rentals or sell.
A major impediment to preserving unsubsidized affordable housing is the absence of a clear
definition or inventory. Local actors lack the data they need to proactively identify properties, property
owners, or what conditions may place the properties at risk. Some commercial data providers have
attempted to identify markets with larger concentrations of affordable units based on quality ratings of
the rental housing stock (CoStar Realty Information 2016). An advocacy group representing homeless
people in New York City mapped properties that were being “warehoused,” kept empty because it was
more profitable for owners to hold them for sale or renovation when the surrounding neighborhood
gentrified. 27 And researchers and advocates have identified at-risk properties in selected neighborhoods to help target preservation initiatives there, including in Minnesota (Family Housing Fund 2013);
Miami, Florida; 28 Austin, Texas (Hedman et al. 2017); and Denver, Colorado (Elliot et al. 2017).

“Entering before the market heats up is absolutely critical. It helps to strategize. In
Washington, DC, implementing inclusionary zoning before the market heated up was
helpful.”
–Willow Lung-Amam, University of Maryland School of Architecture, Preservation and Planning

Financing the preservation of unsubsidized affordable housing is a relatively new endeavor for
most cities, foundations, lenders, and loan purchasers. The few organizations focused on preserving atrisk units face barriers assembling sufficient capital, especially for smaller properties or properties with
deferred maintenance issues. Moreover, they may not be able to secure funding quickly enough to
compete with speculators and other investors. To address these challenge, cities like San Francisco 29
and Oakland, California, 30 have earmarked public funds for the acquisition and rehabilitation of
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unsubsidized buildings that serve low-income households. Private funders and lenders (NOAH Impact
Fund, 31 NOAH Preservation Loan, 32 and Community Investment Corporation) 33 in Chicago and
Minneapolis have established impact funds and loan products focused on preserving unsubsidized
rentals, especially smaller properties that are harder to fund. Minnesota took an innovative approach by
allowing local governments to provide tax breaks to landlords who agree to income and rent
restrictions (Family Housing Fund 2013).

Prevent Displacement from Revitalizing Neighborhoods
In many cities across the country, economic growth, neighborhood revitalization, shifting neighborhood
preferences, and intensifying housing market pressures threaten to displace long-time residents from
their communities. A strong case can be made for policies that give these residents (both renters and
homeowners) meaningful voice and power in decisions about the future of their neighborhoods and
allow low-income people and people of color to share in the benefits of revitalization (Fullilove 2016;
Hartman 1984; Newman and Wyly 2006). Such policies must anticipate displacement pressures,
empowering residents and putting protections in place before it is too late.
In recent years, researchers have attempted to model the process of gentrification and develop
early-warning systems by using administrative and survey data on neighborhood characteristics
(Bousquet 2017; Chapple and Zuk 2016; Greene and Pettit 2016). “Big data” sources like social media
and rental listings are being tapped to understand patterns of gentrification that may lead to
displacement, and technology makes it easy to visualize and track changes over time. 34 Seattle includes
measures of proximity to job centers, businesses, and civic infrastructure such as schools, parks, and
libraries to calculate its displacement risk index (City of Seattle Department of Planning & Development
2015). New York City’s building-specific index teases out the likelihood of removal of rent regulations,
property sale or construction, and eviction. Los Angeles has paired indicators of neighborhood change
with measures of displacement pressure to understand where gentrification has already occurred and
where it is likely to occur (Bousquet 2017). The data are publicly available in interactive mapping tools
that city agencies use to target outreach efforts. However, these indices do not capture the onset or
extent of displacement itself. In fact, it is almost impossible to reliably track displaced residents,
understand why they moved, or assess their outcomes over time (Eckerd, Kim, and Campbell 2018).
In addition to tools to understand and anticipate gentrification, community activists and local
governments are experimenting with policies and investment strategies to prevent displacement and
support more inclusive neighborhood revitalization. Some solutions focus on keeping land and housing
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affordable through community ownership, including through land banks and community land trusts. 35
These efforts require substantial capital to assemble land and preserve affordability. Some cities and
public housing authorities give preference for subsidized housing or rental assistance vouchers to
people at risk of displacement (NYU Furman Center 2016). Other approaches rely on legal protections
and direct assistance to tenants. Oakland’s “just cause eviction” ordinance protects tenants from
arbitrary or discriminatory evictions. 36 New York City guarantees access to legal counsel for all incomeeligible tenants facing eviction (NYU Furman Center 2018). To prevent landlords from driving out
tenants by neglecting maintenance, shutting off utilities, or creating environmental and noise pollution
with construction, some cities conduct proactive rental inspections to ensure maintenance (Seattle) 37
or require owners to obtain a certificate of no harassment to get a building permit for renovation work
(New York City). 38 Washington, DC, gives tenants the first shot at purchasing their home when a
landlord puts it up to sale (Reed 2013), and the city provides low-cost loans and other financial
assistance to tenant associations that form to purchase properties. 39 Increasingly, neighborhood
residents, businesses, and advocates are joining to design their own plans for equitable and inclusive
local development. These plans, like the Right2Root campaign in Portland, OR, pull multiple policy
levers and are tailored to local needs and priorities. 40
Despite efforts to tap new data sources and test models to predict gentrification, we still know
little about the processes that drive residential displacement (Been 2018a). Filling these knowledge
gaps is essential to designing effective antidisplacement policies. For example, better information
about how household financial insecurity interacts with neighborhood dynamics (such as rising
property values or changing demographics) and regional pressures (such as housing supply shortages
or shifting employment centers) could help local leaders decide whether interventions should be
targeted at the household, neighborhood, or regional scale. Better evidence about how public policies
and investments intended to revitalize distressed communities (e.g., the Opportunity Zone tax
incentive) might instead trigger real estate speculation can help local redevelopment officials design
policies that support more inclusive development. Because involuntary displacement might never be
completely stemmed, city and community leaders also need to understand how displacement affects
a range of life outcomes, where people go after they are displaced, and how policies and services can
ease transitions to communities of opportunity.

10
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Solution Set 3: Expand Assistance for People at the
Bottom of the Income Ladder
Despite a range of federal, state, and local housing subsidy programs, most households eligible for
housing assistance do not receive it. If solution set 1 (reducing construction costs and expanding the
supply of decent, low-cost housing) and solution set 2 (preserving existing affordable housing) were
effectively implemented, the number of households in need of assistance could be dramatically reduced.
But some households would still lack sufficient income to afford housing in the private market. The
significant housing cost burdens of these households compete with spending on food and health care
and raise the risk of eviction and homelessness. This third set of solutions aims to improve housing
stability and affordability for very low–income renters either by boosting their incomes or by
dramatically expanding public subsidies.

Provide Direct Income Supports
One strategy for tackling this challenge would be to boost household incomes by providing a universal
basic income or substantially expanded earned income tax credit. In theory, this approach would ensure
that all households have enough income to make housing affordable without explicitly earmarking any
income for housing. 41 The United Kingdom recently replaced six public benefit programs (child tax
credit, housing benefit, income support, jobseeker’s allowance, employment and support allowance, and
working tax credit) with a Universal Credit, 42 although there are concerns that the combined level of
assistance falls short of what people actually need. 43
Variations on this approach provide targeted tax credits aimed at helping people cover the high
costs of housing. Several states (including California and Maryland) 44 currently offer renters’ tax
credits, which supplement the disposable incomes of qualifying renters to help them pay for housing in
the private market. Recent proposals would apply this approach federally (Sard and Fischer 2013; see
also legislation introduced by Senator Kamala Harris). 45 Because housing costs vary significantly across
markets, an approach of this kind would fall short if it did not provide a sufficient income boost to
residents of high-cost markets or if the income supplement failed to keep pace with changes in housing
costs over time. Katz and Turner (2007) proposed providing variable supplements to the earned income
tax credit that would reflect local housing costs. Their proposal also included incentives for reforms to
local land use and zoning regulations aimed at reducing the cost of housing in the private market and
narrowing the gap requiring subsidy. An alternative would be to give direct cash transfers instead of
housing vouchers to eligible households (Galvez et al. 2017). All these approaches offer the advantage
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of putting households in control and increasing their ability to obtain housing in neighborhoods of their
choice. 46 But some critics question whether households would actually allocate enough of their income
to obtain decent housing.

Dramatically Expand Housing Assistance
Strategies for making housing affordable through housing subsidies include giving the subsidy to the
household to spend on housing in neighborhoods of their choice (demand-side model) or giving the
subsidy to the housing provider to build and operate units with below-market rents or sales prices
(supply-side model). Variations of both models operate in the United States, but only about one in five
eligible renters receives assistance.
The demand-side approach supplements what eligible households pay for housing in the private
market. It fills the gap between what households can afford to spend and the cost of decent housing.
The federal Housing Choice Voucher Program is an example of this type of assistance. Many housing
activists have long argued for making the federal housing voucher program an entitlement, so all
households with incomes below some qualifying level receive assistance (BPC 2013; Olsen 2010). But
serious questions remain about the effectiveness of this solution. Markets might not effectively absorb
a universal housing voucher program. Developers might not build the types of housing required by large
families or special-needs households. Landlords might be unwilling to accept the vouchers (particularly in
desirable neighborhoods). Or the increase in housing demand might push rents up to less affordable levels.
These concerns with the demand-side model argue for solutions that directly subsidize housing
developers and owners to build and operate housing units that charge below-market rents or prices and
are earmarked for occupancy by low- or moderate-income households. Many such programs subsidize
the production and operation of housing by public agencies, nonprofit organizations, and private
businesses. But the current system of subsidies and other incentives is mind-bogglingly complex,
requiring providers to patch together multiple sources of support to make projects financially feasible.
Moreover, the scale of these programs falls woefully short of need in every jurisdiction across the
country. In addition, the per unit costs of some of these programs are high, in part due to local
regulatory constraints and high land costs, but also due to the transaction costs of complex financing
arrangements. And management and maintenance of publicly subsidized housing developments has
sometimes fallen short, severely undermining the quality of housing for residents.
Other high-income countries have more systematically supported a social-housing sector that
delivers quality housing at below-market rents and prices affordable for low-income households. In the

12

NEXT50 HOUSING

European Union, social, public, and cooperative housing accounts for 11 percent of the housing stock. 47
The specifics of these solutions vary across countries, but they have shared a national commitment to
delivering affordable housing for all outside the private, for-profit market. However, in recent years,
many of these countries have faced challenges of both escalating costs and deteriorating quality.
Consequently, they have scaled back their commitments by selling off publicly owned units, cutting
back on levels of new construction, or shifting to demand-side subsidies.
In Singapore, 80 percent of the population lives in government-owned apartment developments
that serve households with a mix of income levels. 48 These developments are well-designed and wellmaintained so they advance social integration as well as housing affordability and quality. Granted,
Singapore’s supply-side housing model may not be realistic for the United States. Nonetheless, it
suggests the genuine possibility of new models for subsidizing the construction and operation of quality
housing with below-market rents and sales prices that avoid the complexity of current programs and
meet the needs of low-income households.
A major barrier to any of these proposals has been their cost. As long as the cost of producing
housing remains at today’s high levels (especially in high-cost markets and high-opportunity
neighborhoods), an entitlement voucher or tax-credit solution would be extremely expensive. It would
also reward jurisdictions that maintain restrictive zoning and land use regulations by providing their
residents with the biggest subsidies. If, however, states and localities were incentivized to reform
regulations, and innovations in housing and design helped push housing costs down, an entitlement
demand-side housing subsidy solution might be more feasible.

Solution Set 4: Expand Access to Secure Homeownership
A stable and affordable home not only supports a household’s economic security and well-being, it can
also help build wealth. Goodman and Mayer (2018) find that homeownership, following the Great
Recession, still financially outperforms stocks and bonds. 49 Yet many US households, particularly
households of color, face steep barriers to buying a home or sustaining homeownership. Not only do
people of color have lower homeownership rates than white people, they are less likely to sustain their
homeownership. 50 Black homeownership rates dropped significantly after the Great Recession to levels
similar to those before the passage of the federal Fair Housing Act in 1968. 51 New forms of housing
ownership and innovations in financing products can potentially expand stable housing and wealthbuilding opportunities to the nation’s increasingly diverse population. Some financial institutions are
exploring the use of new data and technology to equitably expand access to credit. By expanding access
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to homeownership, these tools and strategies may also narrow homeownership gaps between white
people and people of color.

Develop New Forms of Housing Ownership
In the United States, housing tenure has been divided into extremes of sole ownership and fixed-term
tenancies. Alternative forms of owning land and housing can create or preserve more affordable and
stable housing. Shared equity programs, particularly those that preserve long-term affordability, create
homeownership opportunities for low- and moderate-income people. Equity sharing imposes
restrictions on the resale of the subsidized housing and can be achieved through a variety of
mechanisms, including deed restrictions (e.g., San Francisco’s Below Market Rate Ownership Program;
see HUD 2016); community land trusts (e.g., model policies developed in Burlington, VT); 52 and limited
equity cooperatives (common in New York City; 53 see, generally, Theodos et al. 2015). By reducing
housing costs, shared equity homeownership can increase housing stability for low-income households
and help them enter desirable neighborhoods or stay in neighborhoods experiencing gentrification or
other market pressures.

“It’s important to take each piece of homeownership’s value and then pull them
apart and think whether there are alternative ways to provide similar benefits of
homeownership in different forms.”
–Adam Krahn, Quicken Loans

One criticism of shared equity housing is that the resale restrictions that ensure the housing can be
sold at below-market cost limit equity gains, a key means of accumulating wealth in the United States.
Another concern is that rising property values, especially in gentrifying neighborhoods, may increase
local property tax and push monthly costs to participating homeowners out of reach (Reynolds 2018;
Theodos et al. 2015). However, a 2009 evaluation of the Champlain Housing Trust, one of the oldest
shared equity homeownership models in the country, found that this program was an effective way for
low-income households to accumulate assets. Households in this program had lower foreclosure rates
than similar households in market-rate homes (Jacobus and Davis 2010).
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Most cities have few shared equity homes, and expansion is limited by several factors. Assembling
land for community land trusts can be difficult and costly, although some publicly driven models
leverage city-owned land to mitigate these costs. Interested buyers may not have access to the
specialized financing products required, and loan origination may be costly owing to the unique nature
of these mortgages. Since 2016, Fannie Mae and Freddie Mac have supported shared equity financing
for affordable homeownership. Fannie Mae has committed to improve liquidity in the mortgage market
for shared equity housing models by purchasing an additional 1,100 to 1,300 loans from this market
between 2017 and 2021. Both Fannie and Freddie have committed to conduct outreach and education
to traditional lenders to promote more shared equity loan originations.
Lease-purchase agreements, also known as rent-to-own, offer another ownership model that can
potentially provide stable housing and an opportunity to build housing wealth. In this model households
who do not qualify for a mortgage or cannot afford a down payment rent a home they will purchase
within a designated time span at a predetermined price (Galante, Reid, and Sanchez-Moyano 2017). The
largest single-family lease-purchase company, Chicago-based Home Partners of America, operates in
50 metropolitan areas in 20 states (Stegman 2017). Divvy and Ribbon are also well-established leasepurchase companies. Along with financing the purchase and maintenance of the properties, leasepurchase companies sometimes face challenges transitioning renters to homeowners. Because a record
of on-time rental payments does not affect a person’s credit score, many lease-purchase renters have
trouble obtaining mortgages when it is time to purchase the home.

Create and Expand Responsible Lending Products
The combination of rising home prices and tight credit has made qualifying for mortgages more difficult
for first-time homebuyers with limited incomes and wealth or less-than-perfect credit records. Changes
in the labor market promise more instability and volatility in income and employment (Dynan,
Elmendorf, and Sichel 2012). New products are needed to better match households’ financial
circumstances. And mission-driven financial institutions like credit unions and community development
financial institutions, need to build capacity to deliver these new products responsibly.
Shared equity mortgages (also referred to as shared appreciation loans) are designed to reduce the
cost of homebuying by allowing buyers to sell a percentage of their property (including any future
capital gains) to the lender in exchange for a reduction in the loan. Although shared equity loans are
uncommon in the United States, some city governments, nonprofits, and private-market investors use
this model when issuing down payment assistance loans. For example, San Francisco and Texas 54 offer
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shared equity loans to first-time homebuyers with moderate income levels, as do City First Homes
Washington, DC, 55 and the Housing Fund in Nashville, Tennessee. 56 Only a few private institutions
(Unison, Own Home Finance, Point, and Landed) currently offer shared equity mortgages, and all are
based in California. Although these products have the potential to improve housing affordability by
reducing monthly payments, so far they have mostly been used by middle- and upper-income households.
There are concerns that shared equity loans could be predatory for borrowers in the absence of
adequate regulation. In addition, because lenders take a portion of the capital gain when the house is
sold, they have an incentive to target markets where home prices are most likely to appreciate. These
concerns raise questions about the advisability of expanding shared equity mortgages nationwide. The
Grounded Solutions Network recently proposed and evaluated a model to expand shared equity mortgages nationally but concluded that the model lacks financial viability (Thaden and McQueen 2018).
Small-dollar loans are another mortgage product that could help low- and moderate-income
homebuyers. Many homes, especially in rural areas, are valued at less than $70,000, but because small
loans generate lower sales commissions, spreads, and servicing income, lenders have little economic
incentive to provide them (McCargo et al. 2018). Expanding access to small loans could also encourage
the construction and sale of more low-cost manufactured or modular homes. These loans can also be
used to buy and renovate older housing.

Apply Technology and New Data to Expand Access to Credit
The evolution of financial technology (fintech) could enable lenders to better assess borrowers’
creditworthiness and expand access to mortgage credit. Fintech’s ability to access and share bank
statement data safely and efficiently could bring a major revolution to the current mortgage underwriting system. For example, rental payment history data can be a good predictor of whether borrowers
will default on their mortgage payment. 57 Utility payment and supplementary income can also be
incorporated into the underwriting process, and accessing bank statements can allow lenders to better
count income from jobs in the gig economy. VantageScore’s latest methodology applies new machinelearning technology to predict the future performance of people who may lack of a robust credit
history, potentially enabling them to borrow. 58 FICO plans to incorporate more factors, such as bank
account information, into its new UltraFICO score, which will be launched in 2019. 59 These innovations
can potentially expand access to sustainable homeownership for historically underserved groups,
including people of color, who are more likely to have no or low credit scores (Dey and Brown 2019).
Using additional data to evaluate creditworthiness could increase their access to homeownership
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As yet the promise of fintech has not been realized. Preliminary research shows that fintech has not
expanded credit to previously underserved populations, and instead has served borrowers who are
more creditworthy according to existing standards (Buchak et al. 2017). Furthermore, those who
borrow from fintech firms are more likely to default on their loans, casting doubt on the reliability of
fintech’s current underwriting criteria (Di Maggio and Yao 2018). Although fintech firms reduce the
time associated with lending (Fuster et al. 2018), there is no evidence that they are less likely to
discriminate than traditional banks. Bartlett and colleagues (2018) find that both fintech and traditional
banks charge higher interest rates to people of color than similar white borrowers. This finding suggests
that variables included in the existing underwriting algorithms may be inherently biased.
There is little doubt that fintech will expand its role in the mortgage industry, posing critical
questions about what information should be included to improve the evaluation of a borrower’s
creditworthiness and how the risk of racial bias in the algorithms that compute creditworthiness can be
reduced. Adding more data and introducing complicated technology could widen information
asymmetries across market participants depending on their access to information and technological
competence. The complex and fast-changing nature of fintech makes designing and implementing
regulation extremely challenging, especially as players move in and out of the market.

Building Knowledge Changemakers
Need
Exciting work is under way across the country to correct imbalances between housing needs and
housing availability. Changemakers advancing potential solutions draw on existing evidence about
evolving market conditions, changing needs and preferences, and the effectiveness of past policies and
programs. However, critical gaps in the available evidence can stymie their efforts by obscuring key
market trends and fueling disputes about what works and for whom. These data gaps also undermine
support for policy reforms and slow the replication of successful innovations.
Drawing on interviews and roundtable conversations with a broad array of changemakers, we
identified six priorities for knowledge-building that would help inform and accelerate solutions to the
profound housing challenges facing our country:
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1.

Unlock zoning data and assess the effectiveness of reform strategies so mayors and planning
officials can prioritize local barriers to housing innovation and production and implement
models that work for peer communities.

2.

Understand opposition to housing development and the effectiveness of strategies for
achieving consensus so mayors, housing officials, private developers, and nonprofit
organizations have fact-based “playbooks” for addressing NIMBY opposition.

3.

Inventory the unsubsidized affordable housing stock and assess risks of loss so communitybased organizations and local housing officials can prioritize properties (and property owners)
and design methods to maintain availability, quality, and affordability.

4.

Develop evidence-based early-warning indicators and displacement prevention strategies so
mayors and community development officials can make effective, timely investments in
housing affordability and resident protections.

5.

Forecast the full costs and benefits of alternative models for expanding housing assistance so
low-income housing advocates and policymakers can assess the return on investment from
expanded federal housing assistance.

6.

Disentangle key drivers of the persistent homeownership gap between white people and
people of color and test products and tools for narrowing the gap so fair housing advocates,
private financial institutions, federal regulators, and local leaders can pursue the most effective
strategies for closing it.

These knowledge-building priorities do not aim to address every pertinent question about housing
in the United States. Instead, they seek to fill critical gaps from the perspective of policymakers,
practitioners, advocates, and philanthropists working to advance solutions. Each priority is discussed
below, with a focus on how new data, analytic tools, and evidence could help accelerate solutions to
ensure quality, affordable housing for all in communities of choice and opportunity.

Priority 1: Unlock Zoning Data and Assess the
Effectiveness of Reform Strategies
Understanding how cities and regions regulate local land uses can help developers, advocates, and
policymakers identify and lift barriers to building affordable housing in areas of opportunity. There is
growing consensus that local regulations constrain housing supply and drive up costs. However, we
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know little about how these regulations vary across places, or what reform strategies have been
effective at unleashing housing supply. No national database exists on local land use regulations and
zoning codes and maps are often “locked” in files held by local planning agencies. Even when codes and
regulations are published online, they can be difficult to decipher and impossible to compare. As a
result, comparative research on local land use laws and regulations is limited and relies on dated
surveys or questionable proxies to make sweeping generalizations about the need for reforms. 60
Similarly, evidence on the effectiveness of local land use reforms is thin and anecdotal. Several
national organizations and federal agencies have published guides and “tool kits” for lifting local land
use barriers to affordable housing production (for example, Morris 2009; White House 2016; and Abt
Associates and NYU Furman Center). 61 Few studies have examined how well these reforms achieve
measurable progress in improving housing affordability or more equitable siting of affordable housing.
Even fewer studies have examined the local political conditions that drive successful reforms or how
their effectiveness over time varies by place. Lacking comparable zoning data or reliable research on
zoning reforms and processes, local leaders rely on assumptions and influence rather than evidence to
create local land use policy.

“It would be great to have zoning and building data online in GIS format across cities
and states. What are we zoned for and what have we built—what is the delta? It's
nearly impossible to know. A more data-informed analysis could lead to increased
efficiency and better land use practices that benefit communities.”
–Ruby Bolaria, Chan Zuckerberg Initiative

Applying Knowledge to Accelerate Solutions
Access to comparable data would allow city and county governments to evaluate their regulatory
restrictiveness relative to other jurisdictions. This could help them identify local challenges and
bottlenecks for housing development and find models of more permissive rules and regulations adopted
by peers. Greater data transparency could help developers and advocates push for more effective
reforms. Similarly, it could arm community members with the information they need to advocate
knowledgeably on their own behalf and compare their communities to others in the region or nation.
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Comparable data would also allow researchers to empirically test both the benefits of changes and
the costs of retaining the status quo in land use regulations on housing production, safety, and
affordability. This research could provide the evidence base for more effective local reforms. It may also
help shift the narrative about the trade-offs between “local control” and “shared prosperity” that often
drive NIMBY pressures. Rigorous evidence could help localities and states design solutions that tax
"winners" and compensate “losers” from zoning changes, thereby paving the way for greater buy-in and
support and contributing to more regional approaches to regulating land and housing (Hills and
Schleicher 2011).

Approaches to Knowledge-Building
We anticipate that two strategies will be necessary to fill these knowledge gaps. The first strategy will
“unlock” foundational data on local land use regulations and practices and use them to build and
maintain two essential databases:


The first database would include local land use and zoning restrictions related to factors such as
use, density, height, lot setbacks, and parking requirements across the United States. This
database could be expanded to include zoning variances and local building codes, which also
play critical roles in determining land uses and built environment. Building such a dataset could
rely on advanced data science techniques (e.g., web scraping, natural language processing, and
machine learning) to collect and classify codes and regulations cost-efficiently.



The second database would contain major state and local land use regulatory reforms,
incentives, and state overrides of local law over the past 20 years. This information would be
tagged with relevant context, such as the requirements, regulations, or procedures that were
the targets of these regulations.

The second strategy would be to apply these data to produce research, tool kits, factsheets, and
data visualization features to inform policy and practice. A learning community of local practitioners
could use the outputs from this effort to better target resources, share best practices, and identify how
land use can address housing affordability.
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Priority 2: Understand NIMBY Opposition and Assess
Strategies for Achieving Consensus
NIMBY has for many years described homeowners, particularly in the suburbs, protecting their market
interests from perceived threats of higher-density housing. Used in combination with exclusionary
zoning regulations, NIMBY movements have effectively excluded low-income people and people of
color from access to high-amenity suburban communities. More recently, public opposition to new
housing development led by low-income renters and community advocates has expanded to city
neighborhoods (Hankinson 2018). Advocates and practitioners express the need to better understand
the motivations and attitudes that undergird opposition, especially the new “city NIMBY” (Been 2018a;
Scally 2013). Better evidence about the localized short- and long-term impacts of increased density and
new development on vulnerable populations could help address concerns. The availability of research is
especially relevant as cities begin to institute zoning changes to increase housing supply and
affordability, with forerunners in New York City, California (SB 50 and AB 2923), and Minneapolis
(Minneapolis 2040). 62

“There is a big knowledge gap in how to model the projected impact of zoning
changes on neighborhoods. We are having conversations and making assumptions
but don’t have the evidence. Filling these knowledge gaps could help communities
plan their own future.”
–Ryan Gerety, Ford Foundation

Applying Knowledge to Accelerate Solutions
Systematic research tracking and diagnosing community opposition against regulatory changes across
time and places could help community development practitioners better understand the phenomenon.
To address the fears underlying opposition, policymakers and advocates need evidence on factors such
as the neighborhood-level impacts of luxury, market-rate, and mixed-use development on renters and
homeowners. Some recent research has started to demystify the impact of additional housing supply on
housing costs and vulnerable populations, but more is needed to provide a nuanced understanding of
these impacts (Been et al. 2019). For example, localized, short-term rent or price impacts may differ
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from citywide, long-term impacts. In fact, researchers in the San Francisco Bay Area have posited that
an increased supply of luxury units is unlikely to reduce low-income renters’ housing costs in the short
term owing to the distorting effects of racism, unequal access to capital and credit, and the spatial
preferences of high-income residents (McElroy and Szeto 2017). 63 Such research could lead to an
understanding of the effectiveness of strategies for overcoming opposition in areas where increased
development would improve housing affordability, particularly for lower-income residents. This
knowledge could help local, state, and regional leaders and policymakers to more effectively address
and overcome the attitudes and opposition that hamper needed housing development and affordable
housing options.

Approaches to Knowledge-Building
The comprehensive databases on land use regulations and regulatory reforms recommended in priority
1 would provide the foundation for needed research on NIMBY opposition. Researchers could use these
data to identify the characteristics of communities most likely to experience regulatory changes; select
communities for in-depth case studies; and track changes in housing availability, costs, and values over
time and in different types of communities. For example, if up-zoning is more likely to occur in
neighborhoods with little political voice, a root cause of community opposition could be related to
feeling disenfranchised rather than increases in housing supply per se. Effective and consistent
measures of community opposition, especially opposition motivated by concerns about displacement
and changes to neighborhood culture, are also needed to effectively study NIMBYism (Been 2018a).
In addition, researchers should develop and refine simulation models that estimate the long-term
market effects of new housing supply for people and communities. These tools could help
changemakers better address opposition and engage community members in exploring the likely
outcomes of changes in zoning and land use regulations, increases in density, or the development of
more affordable housing options. The Terner Center’s Housing Development Dashboard provides an
example of this type of forecasting tool. 64 The Urban Institute is currently updating a housing market
simulation model that forecasts the marketwide effects of changes in both housing demand and supply.
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Priority 3: Inventory the Unsubsidized Affordable
Housing Stock and Risks of Loss
To get ahead of the curve before today’s stock of unsubsidized affordable housing quietly disappears,
local activists and housing officials need data and tools to identify units and who owns them, assess
their risk of loss, and evaluate what works to preserve them. No comprehensive databases track
affordable housing properties, and no standardized criteria exist for identifying or categorizing them.
Policymakers and practitioners also lack reliable tools for assessing the risk for loss of unsubsidized
affordable units. Preservation strategies, particularly market-based strategies that require no public
subsidy, need to be developed and evaluated.

Applying Knowledge to Accelerate Solutions
Local officials, housing providers, and financial institutions could use a reliable inventory and risk
indicators to target interventions and resources, including both public subsidies and market-based
tools. Risk indicators could empower community residents and activists with information needed for
effective advocacy aimed at both local governments and private property owners. They could inspire
more innovative and nimble financing mechanisms to preserve the stock of affordable housing,
leveraging private-sector investments with nonprofit ownership or public subsidies. Analyzing the
feasibility of market-based solutions could improve the speed and ease with which housing can be
preserved by avoiding the time and effort it takes to secure public subsidies.

Approaches to Knowledge-Building
Multiple data sources could be leveraged to build inventories and develop risk profiles for unsubsidized
affordable properties. Potential sources include publicly available property data assembled by national
sources like Zillow and local administrative databases like tax assessor data and housing code and
vacancy data. These data could be applied to develop and test a variety of potential risk indicators, such
as property age, last sale date and price, owner, housing code violations, vacancy filings, and outstanding
liens against the property. Linked data on neighborhood and market trends, such as surrounding property
sale frequencies and prices, could also inform risk assessments. These indicators could be used to
develop an index of loss risk for individual properties or clusters of properties with similar features.
To support the development of preservation strategies, researchers should monitor existing and
emerging tools, including new sources of capital and financing and policies that constrain or incentivize
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actions by property owners. Impacts on the short- and long-term physical and financial sustainability of
the property for both owners and residents should be evaluated. An accurate account of the
preservation process from the perspective of all stakeholders is critical to understanding timelines,
barriers, and successes. Residents should be asked about their perceptions of changes in management
leadership and practices as well as real changes to their housing costs, including utilities. Important
financial characteristics to examine include a property’s debt, equity, reserves, and operating subsidies,
including property tax reductions and other project-based public subsidies. Operating costs such as
maintenance, which could reflect a property’s physical condition, should also be determined.

Priority 4: Develop Early-Warning Indicators of
Neighborhood Displacement and Evaluate Prevention
Strategies
One of the biggest challenges for both local leaders and community activists is identifying
neighborhood displacement early, when there is still time to take action. Researchers have identified
indicators that accompany displacement, but none that effectively predict displacement. The second
significant gap in knowledge is which tools work most effectively to prevent displacement at both
individual and community levels. Local policymakers and community advocates need robust,
longitudinal evaluation of the design, implementation, and outcomes of preventive displacement tools.
New knowledge will include how to replicate and scale such tools. Finally, most existing analyses focus
on changes within the neighborhood experiencing displacement. Because the individuals and families
displaced by gentrification or other market pressures are hard to track, their long-term outcomes are a
matter of conjecture. This lack of information undermines the ability of community members to
advocate for effective antidisplacement policies.

“Housing market trends are always one step ahead of the bureaucracy. That’s why
mayors and governments need expert researchers to signal a loud warning that the
market is heating up, so we can fight displacement, and protect affordable housing,
before it’s too late.”
–Libby Schaaf, Mayor, Oakland, California
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Applying Knowledge to Accelerate Solutions
Filling these knowledge gaps would help local governments, advocates, and community leaders prepare
for accelerating market pressures and implement policies and investments to preserve neighborhood
diversity and protect residents from displacement. Better predictors of displacement would allow local
leaders to funnel their limited financial and political capital toward the most vulnerable neighborhoods
and residents. Policymakers who understand which policies work best to buffer market pressures and
protect individual households can knowledgeably choose and adapt effective tools. Finally, solid
qualitative and quantitative evidence about outcomes for those forced to move would help elevate the
voices of people experiencing displacement and make a stronger case for policy development and
preventive political action.

Approaches to Knowledge-Building
To identify the best early-warning indicators, research should assemble data from diverse sources
about neighborhoods that have experienced displacement over the past decade. Conventional data
sources like the American Communities Survey (population growth and demographic change) and local
administrative data (property sales, rehab permits, infrastructure upgrades) could be linked with more
nimble sources (Google mentions, Twitter volumes, bike share usage, or Starbucks locations).
An additional approach to building knowledge is to evaluate the effectiveness of policies and
investments aimed at prevention to assess their efficacy in different contexts. A fine line may divide
positive investments that benefit a neighborhood and negative ones that displace current residents.
Identifying this line and techniques for encouraging positive reinvestment and stopping negative
displacement would take the guesswork out of selecting the most effective policy solutions. To do this
requires combining policy implementation data with data on neighborhoods and catalysts to develop
longitudinal causal models of displacement outcomes.
Finally, advocating against displacement without an evidence-based narrative of what happens to
displaced residents is extremely difficult. Compelling narratives require longitudinal research on the
effects of displacement on displaced households’ income, housing stability, school mobility,
transportation and employment access, physical and mental health, social networks, and other qualityof-life indicators.

NEXT50 HOUSING

25

Priority 5: Forecast the Full Costs and Benefits of
Alternative Models for Expanding Housing Assistance
Despite worsening affordability challenges in markets across the country, debates about expanding
housing assistance typically focus on near-term costs to the public sector and result in only incremental
action at best. Much attention has been devoted to battles over marginal increases in funding or the
relative merits of demand-side versus supply-side subsidies. Consequently, neither policymakers nor
advocates are well equipped to debate the potential costs and benefits of alternative models for filling
the gap between what very low–income people can afford and what it costs to deliver housing in the
market place. They cannot assess the long-term effects of different approaches under differing market
conditions. And they cannot estimate the combined effects of regulatory reforms and cost-saving
design innovations with different models for expanding housing assistance.

Applying Knowledge to Accelerate Solutions
In the 1970s, the Experimental Housing Allowance Program, which included both demonstrations and
economic analysis, provided the foundational knowledge for the design of what is now the federal
Housing Choice Voucher Program. This ambitious research program was recognized by policymakers
and practitioners for delivering the evidence they needed to assess alternative program designs,
address concerns about the distribution of benefits and costs, and prove the feasibility of an innovative
solution to the affordable housing challenge. We believe that a comparably ambitious program of
rigorous knowledge-building, sustained over several years and addressing the diversity of market
conditions across the United States, could transform the debate about housing assistance. Instead of
continuing to bicker about incremental adjustments to current policy and marginal increases in public
spending, advocates and policymakers could build support for a substantially expanded commitment to
making decent stable housing affordable for everyone.

Approaches to Knowledge-Building
We recommend a program of future-focused, crosscutting tool development and rigorous
demonstrations to spur productive debate and policy development. This research program would
develop and apply tools to look beyond the short-term costs to the public sector and incorporate
potential public savings (e.g., reduced homelessness). It would capitalize on rigorous evidence from the
experience of countries with universal or expanded housing assistance. It would design and evaluate
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demonstrations to empirically test the marketwide effects of different assistance models. And it would
hone and apply market forecasting models to explore alternative futures, including changes in
household characteristics and demands, housing production technologies and costs, and housing
market regulations. More specifically, such a program would


forecast the public-sector costs for providing universal housing assistance under alternative
assumptions about household characteristics and incomes, land use regulations, construction
technologies, and financing tools;



quantify the broader costs and benefits of substantially expanded housing assistance, including
effects on housing quality, property values, and community economic vitality and the potential
public savings from reduced homelessness and improved health and child well-being; and



assess the capacity of housing markets to absorb expanded assistance, including issues of
landlord acceptance and the effects of expanded assistance on market rents.

Priority 6: Disentangle Drivers of the Racial
Homeownership Gap and Assess Tools and Strategies for
Narrowing It
A central challenge for efforts aimed at expanding access to secure homeownership is how to narrow
racial and ethnic gaps in homeownership. Although overt discrimination in the housing market has
declined over time, stark racial and ethnical disparities in homeownership persist. People of color were
especially hard hit by the Great Recession because they were more likely to have received subprime
and predatory mortgages, even when they qualified for prime loans (Farber 2013). Although
considerable research has explored the racial and ethnic homeownership gap, a large proportion of the
gap remains unexplained. Efforts to close the gap have achieved little progress because it is rooted in
our country’s legacy of racial discrimination, redlining, segregation, and disinvestment. This legacy has
left many people of color at a severe disadvantage with respect to employment, income, credit history,
and, perhaps most important, individual and family wealth. Analyses and policy development that
address only one dimension of this legacy or that focus only on the choices and behaviors of individual
homebuyers, rather than on the web of barriers they face, seldom yield effective answers.
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Applying Knowledge to Accelerate Solutions
A high-profile program of rigorous knowledge-building and knowledge-sharing explicitly focused on the
racial and ethnic homeownership gap could raise public awareness about its persistence and severity
and maintain focus over an extended period. It could empower civil rights and racial justice leaders to
hold financial institutions, regulators, and policymakers accountable for the impact of new policies and
practices on homebuyers of color and help them test new ideas for solutions. It could help inform
solutions that bridge the domains of work, financial well-being, and homeownership by equipping
policymakers across these domains with actionable information. And it could support mayors and other
local leaders committed to tackling the homeownership gap in their communities with the latest
evidence about what works.

“New developments at the federal level and new housing finance players have
changed the market. More lenders are willing to incorporate non-traditional or
alternative data to evaluate credit worthiness. Fintech firms are incorporating
innovative approaches and legacy institutions are exploring how to make use of these
innovations. All these industry players have proprietary data, so you need to have
collaboration if you want to move forward.”
–Lisa Rice, National Fair Housing Alliance

Approaches to Knowledge-Building
Rigorous knowledge-building about the homeownership gap would start by assembling and maintaining
current and historical data from multiple sources, linking observations when feasible, and constructing
time series for people and places. Data sources include national surveys on population, market, and
community characteristics as well as proprietary datasets on mortgage lending, loan performance, and
credit scores. As technology expands, new data on cash flow transactions could be added. Once
assembled, these data would support innovative analyses of the dynamics of homeownership by race
and ethnicity over time and across markets. This analysis could shed new light on how and why
households move in and out of homeownership and gain and lose home equity. It could also reveal
significant variations across markets and across different types of neighborhoods within markets.
Building on these analyses, researchers could forecast the likely effects of proposed policies and market
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practices, including innovations in fintech, on people of color and on the homeownership gap. For
example, they could conduct analysis to assess the accuracy of new data (such as transaction flows) for
predicting credit worthiness and whether incorporating these data into the mortgage underwriting
process could enhance access to homeownership for people of color, who are more likely to have no or
thin traditional credit profiles.
This program would develop a concise set of metrics that could be updated regularly and reported
locally and nationally. These metrics would quantify both the gap in the homeownership rate and in
home equity for specific racial and ethnic populations, including African American and Latinx
households. Like the Urban Institute’s Housing Credit Availability Index, 65 these homeownership equity
metrics could be reported quarterly and applied to monitor progress over time and across places. These
metrics could also be used to develop forecasting tools that estimate the impact on home equity gaps of
changes in underwriting criteria or financing terms, as well as changes in employment, income, savings,
or house prices.
Finally, the program could support a peer learning network of local communities committed to
narrowing the homeownership gap. Network members would receive tailored data and analytic
support, share insights and ideas for action, and participate in rigorous evaluation of new models and
strategies.
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