Solving The Rental
Affordability Crisis




Average Cost Of Rent 2N

B Average Rent [ 2024 Dotar:

175 A
ST

Every month, millions of Americans watch their paychecks vanish into the black hole of
rent payments. Young professionals in bustling cities surrender half their income for tiny
apartments. Working families struggle to find decent housing near good schools without
breaking the bank. Seniors on fixed incomes face impossible choices between paying
rent and buying medication. Behind these individual struggles lies a nationwide crisis:
rental housing has become unaffordable for a vast portion of Americans.

The conventional wisdom says you shouldn't spend more than 30 percent of your income
on housing costs. Yet today, nearly half of all American renters exceed this threshold, with
millions spending over 50 percent of their earnings just to keep a roof over their heads.
This isn't merely a problem for the poorest Americans—it has crept steadily up the income
ladder to affect middle-class households across the country.
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Understanding the Rental Crisis

Before we can solve the rental affordability crisis, we
need to understand why it exists in the first place.
Several key factors have combined to create the perfect
storm we face today.

The Supply-Demand Mismatch Rent Growth

At its core, the rental affordability crisis stems from a
simple imbalance: we don't have enough housing where
people need it most. For decades, America hasn't built
enough new homes to keep pace with population 0
growth, household formation, and changing housing 2 5 /0
preferences. This shortage is particularly acute in areas
with strong job markets, good schools, and desirable

amenities. 1 950-1 980

The 2008 housing crash dramatically slowed new
construction, and building activity has never fully
recovered to pre-recession levels. Meanwhile, shifts in
household formation—including young adults living
independently longer before marriage, rising divorce 0
rates creating more households, and aging Baby 1 4 1 A)
Boomers downsizing—have increased demand for

rental housing. 1980 2020

The math is straightforward: when more people
compete for a limited supply of rental units, prices rise.
In the most expensive markets, would-be renters
engage in bidding wars, driving costs even higher.

Rising Construction Costs
Building new housing has become increasingly i
expensive. Construction materials cost more than they ﬁ
used to. Labor shortages in the building trades have

pushed wages higher. Land in desirable areas commands premium prices. Regulatory
requirements—some essential for safety and sustainability, others more
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questionable—add layers of expense and time to projects.

These rising costs mean developers can't profitably build new rental housing without
charging high rents, so most new construction targets the upper end of the market.
Housing that's affordable for middle and lower-income renters simply doesn't pencil out
financially without significant subsidies or incentives.

Changes in Ownership and Investment

The rental market has also transformed due to changes in who owns rental housing.
Large institutional investors have purchased significant portfolios of single-family homes
and apartment buildings, often implementing aggressive rent increases and fee structures
to maximize returns for shareholders.

Meanwhile, the rise of short-term rental platforms has removed some housing from the
long-term rental market, particularly in tourist destinations and urban centers. When
property owners can earn more from weekend visitors than monthly tenants, the supply of
available rentals for locals shrinks further.

Wage Stagnation

While housing costs have climbed steadily upward, wages for many Americans have
barely budged. Adjusted for inflation, the purchasing power of the typical worker has
grown painfully slowly over the past few decades. This widening gap between housing
costs and income means that even full-time workers often struggle to afford modest rental
housing.

Low-wage workers face the greatest challenges, but the affordability crisis has spread to
affect middle-income professionals as well, particularly in high-cost regions. Teachers,
nurses, firefighters, and other essential workers often find themselves priced out of the
communities they serve.

Solutions from Around the World

America isn't the only country grappling with rental affordability challenges. Looking
beyond our borders reveals numerous innovative approaches that could inspire solutions
here at home.

142



Vienna's Social Housing Model

Vienna, Austria, has created one of the world's most successful affordable housing
systems. The city directly owns about 220,000 apartments—roughly 25 percent of the
city's housing stock—and subsidizes another 200,000 units operated by nonprofit
organizations. These aren't stereotypical "projects" but high-quality buildings with
excellent amenities, often designed by leading architects.

What makes Vienna's model unique is that public housing serves a broad cross-section of
the population, not just the poorest residents. Middle-class professionals, working-class
families, and lower-income households live side by side in these developments. Rents are
regulated to remain affordable, typically consuming no more than 20-25 percent of a
resident's income.

The city maintains a consistent investment in new housing construction, adding
thousands of units annually to keep pace with population growth. This steady supply
helps moderate prices across the entire housing market.

Adapting Vienna's approach in America would require a significant shift in how we think
about public investment in housing. Rather than viewing government-supported housing
as a last resort for only the most vulnerable, we could broaden its reach to serve working
and middle-class households as well, creating truly mixed-income communities.

Germany's Tenant Protections

Germany has one of the most stable rental markets in the world, with strong protections
for tenants balanced against fair treatment of landlords. German renters enjoy security of
tenure—protection from arbitrary eviction—and predictable rent increases tied to local
market indexes. Many Germans rent their entire lives without facing the instability and
rapid price increases common in American rental markets.

The country also uses "rent brake" policies in tight housing markets, limiting how much
landlords can increase rents when re-leasing units. These policies don't eliminate rent
growth but prevent the dramatic spikes that force people from their homes in hot markets.

Perhaps most importantly, Germany maintains a strong social consensus that housing is
not merely a commodity but a basic need that requires some level of market regulation.

This perspective has fostered a rental sector that provides security for tenants while still
allowing landlords reasonable returns on their investments.
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American communities could adopt elements of this
approach, strengthening tenant protections while still
ensuring rental housing remains a viable investment.

Finding this balance is key to creating a healthy rental
market that works for both tenants and property owners.

Singapore's Integrated Housing Approach Rent Growth

Singapore faces extreme space constraints as an island
city-state, yet has achieved remarkable housing stability
through comprehensive government intervention. While
Singapore emphasizes homeownership through its 2 5 (y
public housing system, its integrated approach offers 0
lessons for rental markets as well.

The Housing and Development Board (HDB) develops 1950-1980
comprehensive new towns with a mix of housing types,
amenities, and transportation connections. These
developments include rental units specifically reserved
for lower-income households, ensuring that even the
least affluent Singaporeans have access to the same
quality neighborhoods and services as homeowners. 1 4 1 (y
Singapore also carefully plans the distribution of 0
affordable housing throughout the island, preventing the
concentration of poverty that often occurs in American 1980-2020

cities. Every neighborhood includes housing at various
price points, fostering social integration.

American cities could learn from this comprehensive
planning approach, ensuring that affordable rental
housing is developed as part of complete communities
with access to transportation, jobs, schools, and |
services—not isolated in disadvantaged areas. h

France's Employer Housing Contribution

France requires all companies with 20 or more employees to pay a tax specifically
dedicated to housing assistance. This revenue funds various housing programs, including
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construction subsidies for affordable rental units, rental assistance for low-income
households, and support for first-time homebuyers.

This approach recognizes the connection between housing affordability and economic
vitality. When workers cannot find affordable housing near their jobs, businesses suffer
from higher turnover, longer commutes, and difficulty attracting talent. By requiring
employers to contribute to housing solutions, France acknowledges that businesses
benefit from a stable, well-housed workforce.

A similar program in the United States could create a dedicated funding stream for
affordable housing initiatives, reducing reliance on general tax revenues that face
competing priorities. Some American communities have experimented with commercial
linkage fees that require developers of office or retail space to contribute to affordable
housing funds, but a broader employer contribution system could provide more
substantial and consistent resources.

Solutions Taking Root in America

While international examples offer valuable inspiration, many promising approaches to
rental affordability are already emerging across the United States.

Community Land Trusts

Community Land Trusts (CLTs) have primarily focused on affordable homeownership, but
many are expanding into rental housing as well. These nonprofit organizations maintain
permanent ownership of land while selling or renting the buildings on that land at
below-market rates.

By removing the cost of land from the housing equation and operating on a nonprofit
basis, CLTs can offer rental housing at significantly lower prices than the private market.
When CLTs develop rental properties, they typically maintain long-term affordability rather
than allowing units to convert to market rates after a set period, as happens with many
subsidized housing programs.

The Champlain Housing Trust in Burlington, Vermont offers one successful example. It
manages over 2,000 rental units that remain permanently affordable, with rents tied to
tenant income levels. The organization also provides support services to help residents
build financial stability and eventually move into homeownership if they desire.
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Expanded Rental Assistance

The Housing Choice Voucher program (commonly known as Section 8) currently helps
about 2.2 million low-income households afford private market rentals. However, funding
limitations mean that only about one in four eligible households actually receives
assistance, with years-long waiting lists in many communities.

Expanding this program to reach all eligible households would dramatically reduce
housing insecurity and homelessness. Some communities have also developed local rent
subsidy programs to supplement federal assistance, often targeting specific populations
like seniors, families with children, or people with disabilities.

Massachusetts has pioneered a rental assistance program called Massachusetts Rental
Voucher Program (MRVP) that complements federal vouchers and reaches households
with slightly higher incomes. This tiered approach helps prevent the "cliff effect" where
families lose all housing assistance if their income rises slightly above eligibility
thresholds.

Accessory Dwelling Units

Many single-family properties have space for additional small housing units—known as
accessory dwelling units (ADUs) or "granny flats"—in backyards, over garages, or in
converted basements. These units can provide affordable rental options in established
neighborhoods while giving homeowners extra income that helps them afford their own
housing costs.

Cities like Portland, Oregon, and Seattle, Washington, have reformed zoning codes to
make it easier for homeowners to build ADUs.

They've streamlined permitting processes, reduced fees, and even provided pre-approved
design plans that simplify construction. Some communities offer low-interest loans or
grants to help homeowners finance ADU construction in exchange for commitments to
keep rents affordable.

The distributed nature of ADUs—scattered throughout existing neighborhoods rather than
concentrated in large developments—nhelps increase rental supply without dramatically
changing neighborhood character.

This approach can reduce opposition to new housing while creating opportunities for
different generations and income levels to live in the same communities.
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Nonprofit Development

Nonprofit housing developers play a crucial role in
creating and preserving affordable rental housing.
Organizations like community development corporations
(CDCs) develop new rental properties and rehabilitate
existing buildings with a mission to maintain long-term

affordability rather than maximize profits. Rent GrOWth
The Preservation of Affordable Housing (POAH), based

in Boston, has rescued thousands of at-risk affordable 0
apartments across the country by purchasing properties 0
where subsidies were expiring.

They renovate buildings, improve management, and 201 0-2020
maintain affordability for the long term while providing
supportive services that help residents achieve greater
stability and self-sufficiency.

Some communities have created housing trust funds
that provide dedicated funding for nonprofit developers. Income Growth

These funds come from various sources, including real

estate transfer taxes, development fees, or general tax 0
revenues, and specifically support affordable housing 1 O 0

initiatives that serve those most in need.

Building a Comprehensive Approach 2010-2020

No single solution will solve America's rental
affordability challenges. Instead, we need a
comprehensive approach that combines multiple
strategies tailored to local conditions and needs.

Supply-Side Solutions i

Increasing the overall supply of housing remains
essential. This means reforming zoning codes to allow
more housing types in more locations, streamlining approval processes for new
development, and investing in infrastructure that supports housing growth.
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At the same time, we need specific mechanisms to ensure that some of this new supply
remains affordable to households at various income levels. Inclusionary zoning policies,
which require or incentivize developers to include affordable units in market-rate projects,
have proven effective in many communities.

Tax incentives, density bonuses, and expedited permitting can offset the cost of providing
these affordable units.

Preserving existing affordable housing is equally important. When older rental properties
are demolished for upscale redevelopment or renovated into luxury units, affordable
housing vanishes from the market.

Preservation strategies—including nonprofit acquisition of at-risk properties, rehabilitation
subsidies with affordability requirements, and tenant opportunity to purchase
provisions—help maintain this crucial housing stock.

Demand-Side Support

While we work to increase affordable housing supply, many households need immediate
help to afford current market rents. Expanded rental assistance programs provide this
direct support, helping bridge the gap between housing costs and what people can
reasonably afford to pay.

Complementary approaches include increasing minimum wages, expanding earned
income tax credits, and other policies that boost household incomes. When people earn
more, they can better afford housing costs without sacrificing other necessities.

Education and counseling programs help renters understand their rights, manage their
finances, build credit, and navigate the housing market.

These services equip people with the knowledge and tools to access available housing
opportunities and maintain stable tenancy.

Balancing Tenant Protections and Market Function

A healthy rental market requires appropriate protections for both tenants and property
owners. Tenants need security from arbitrary eviction, excessive rent increases, and
substandard conditions. Landlords need reasonable returns on their investments and the
ability to address problem tenancies.

Just-cause eviction requirements protect tenants from retaliation or discrimination while
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still allowing eviction for legitimate reasons like nonpayment of rent or lease violations.
Rent stabilization policies prevent extreme rent increases while allowing for regular,
moderate adjustments that keep pace with expenses.

Habitability standards ensure rental housing remains safe and decent without imposing
excessive costs. These protections work best as part of a comprehensive approach that
also addresses underlying supply shortages and affordability gaps. When combined with
policies that encourage housing production and provide assistance to those in need,
balanced tenant protections contribute to stable, well-functioning rental markets.

The Path Forward

The rental affordability crisis touches communities across America, but it manifests
differently from place to place. Rural areas face different challenges than major cities.
Tourist destinations contend with vacation rentals that communities dominated by retirees
don't experience.

This diversity means solutions must be tailored to local conditions rather than imposed as
one-size-fits-all prescriptions. What works in all contexts, however, is bringing diverse
stakeholders together to develop shared understanding and collaborative solutions. When
tenant advocates, property owners, developers, community organizations, and
government officials work together, they can craft approaches that address multiple
perspectives and needs.

Solving the rental affordability crisis requires sustained commitment. The problems
developed over decades and won't be solved overnight. We need consistent investment,
policy reform, and community engagement over years and even generations to create
rental markets that work for everyone.

The good news is that we know what works. The examples in this chapter—from
international models to innovative American approaches—demonstrate that rental
affordability can be achieved with the right combination of policies, programs, and
investments.

We don't lack solutions; we lack only the political will and resources to implement them at
scale.As a nation founded on the promise of opportunity for all, we can and must ensure
that everyone has access to safe, decent, affordable housing. When we solve the rental
affordability crisis, we create the foundation for individuals, families, and communities to
thrive. The path may be challenging, but the destination—a country where housing costs
don't crush opportunity or diminish quality of life—is well worth the journey.
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