
Introduction
Housing in New York City is in a state of paradoxical crisis. 

Since the nadir of urban disinvestment in the 1970s, the city’s for-
tunes have made a dramatic reversal. Areas once all but abandoned 
now teem with life, the city’s finances have stabilized, hundreds of 
thousands of new jobs have replaced those lost in manufacturing, 
and quality of life for nearly all has risen, with better, safer parks, 
schools, and streets.

  At the same time, the cost of housing has grown so high that 
to keep families out of living in substandard conditions or leaving 
the city, Mayor Bill de Blasio has announced a plan to help subsidize 
80,000 new below-market units and to insure that 120,000 existing 
ones do not go market rate. How can this paradox be resolved?

Since the 1960s the city’s gold coast has expanded dramatically: 
from a modest outpost on the Upper East Side to most of 
Manhattan and to close-in areas of Brooklyn and Queens. In these 
gilded sections, market-rate rents and sales prices have reached all-
time highs — even after adjusting for inflation — fueled by rising 
concentrations of wealth among the few, and of the nation’s (and, 
increasingly, world’s) rich and talented in New York. 

Yet beyond this zone of privilege, prices remain stagnant, rela-
tive to inflation, while real wages are declining. Available subsidies 
for housing — always limited but further reduced during the Great 
Recession — have failed to bridge this gap. Tens of thousands of 
residents leave each year for low-cost areas in Sunbelt cities, includ-
ing “first ring” suburbs like Ferguson, Missouri, which are rapidly 
becoming the nation’s new ghettos. Those who remain in New York 
are increasingly house-poor. One third spend half their income on 
housing. More than 50,000 New Yorkers have no home at all. 

While this housing gap is as new as next month’s rent, it is, 
in many respects, age-old. This brief surveys the past century of 
housing regulation and subsidy in New York City with a view to re-
evaluating the options available for preserving the achievements of 
the past while advancing the city’s commitment to social mobility. 
 

Background: The Housing Question
No sooner had 19th century workers migrated to the first in-

dustrial cities in search of the first factory wages (and a reprieve from 
farm life) than the problem emerged of how to house them. Un-
adulterated capitalism’s wages afforded unskilled workers extremely 

modest accommodation, especially in cities: part of a bed for part 
of the day in a small room in a shabby structure, cheek-by-jowl with 
many more of the same. Disgusted by the poor hygiene and lack of 
sunlight and fresh air, Engels framed this as the “housing question.” 
He argued it was inherent to capitalism and the laissez-faire city.

Other critics were less strident. Their ideas shaped a kit of ex-
periments still in use today that, in concert with government inter-
ventions targeting income inequality, all but eliminated the worst 
housing conditions in European and U.S. cities, including New 
York. None of these solutions, however, has been perfect. Each has 
costs as well as benefits, which we must account for in formulating 
policies for today. I group them into four categories.

 

1. Building Codes
The first efforts to address housing inequality in New York, 

as in other cities, focused on simply outlawing degraded condi-
tions. Promoters believed that poor housing stemmed less from 
the system than the greed of builders and landlords. By prohibit-
ing the cutting of corners, they hoped to recalibrate the balance 
between wages and housing. To a good degree they did. At the 
same time, multiple-dwelling laws that mandated fire escapes, light 
courts, plumbing, maximum occupancies, and minimum room 
sizes raised prices beyond the means of many. Current initiatives to 
encourage “micro-apartments” and to permit basement and acces-
sory apartments seek to reverse this dynamic by relaxing standards. 

 
2. Rent Laws

A second strategy that emerged was restricting rents. Steep 
inflation during WWI wrought tremendous stress on the city, in-
cluding massive rent increases. When tenants organized, the city 
introduced temporary rent controls. To avoid similar hardships 
during WWII, the federal government imposed controls in all criti-
cal defense areas, including New York. They proved so popular that 
when Washington deemed them unnecessary in the ‘50s, the state 
extended them, and later the city. Because new buildings had been 
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exempt, in 1969 the city extended controls forward through a new 
rent stabilization program.

While undeniably helpful, rent laws are problematic. Tenants 
are reluctant to move, even when different neighborhoods or apart-
ments better suit them. The program is not means-tested, subsidiz-
ing some who do not need help. More importantly, it burdens land-
lords, not the public, with responsibility for subsidizing rents. Like 
building codes, rent laws presume that the chief source of housing 
inequality is the greedy landlord. This moralizing notion has less 
to do with the realties of the rental business than built-in tensions 
inherent to the tenant-landlord relationship. Rental housing is, in 
fact, a precarious operation with slim margins.

As a consequence, rent laws have unintentionally limited the 
supply of rental housing. As rent control wore on in the 1950s and 
1960s, for instance, landlords reduced maintenance and services. 
Unable to make properties pay, many abandoned them or sold out 
to the tenants by converting to co-op or condominium. Already, 
beginning in the late 1940s, owner-occupancy had become the fa-
vored format for new construction. Although new buildings were 
exempt from rent laws, few developers have had faith that controls 
would not be expanded by popular demand and, in fact, they were.

To cope with the shortage of rentals that rent control engen-
ders, the city has had to invest in a range of further subsidies to 
stimulate production. The overwhelming majority of rental housing 
built since WWII — market-rate and below-market — has been 
produced through one or more of these programs. Still, these have 
failed to end perpetual shortages. To phase out rent regulations 
would cause great harm to many of the million households now in 
the program (32% of all households and 55% in the private rental 
market). In the long term, however, it would bring many benefits.

3. Nonprofit Ownership
A third set of efforts to address the housing question has focused 

on eliminating profit motive through non-speculative, or nonprofit, 
ownership. In the 19th century, reformers pioneered the practice of 
producing housing at rents that workers could afford but at higher 
quality than furnished by the market. They did so building in pe-
ripheral neighborhoods and taking small returns. But as a result, 
the “philanthropic” model generated only a small following, chiefly 
among dedicated nonprofit providers like the City and Suburban 
Homes Company and Phipps Houses. Moreover, with no public 
subsidies, rents were never made low enough to serve the poor.

Since then, however, this system has grown tremendously and 
is embraced by housing leaders at every level of government. Today, 
production by increasingly sophisticated builders like community 
development corporations is at an all-time high. The problems of 
high land and construction costs remain, but have been offset with 
rent vouchers and subsidies, most commonly tax abatements. 

A related approach is to develop and operate buildings on an 
owner-occupied basis, eliminating landlords’ profits altogether. 
Struggling middle-class families pioneered this model, developing 
the country’s first owner-occupied apartment building on West 57th 
Street in 1881. In the 1910s and 1920s workers emulated them, 
building dozens of low-cost co-ops in Brooklyn and the Bronx. 
Many of these “limited-equity” projects also introduced restrictions 

on income, profits, and resale prices to preserve affordability over 
time. More recent innovations like community land trusts work 
toward similar ends.

To stimulate production, New York State began offering partial 
tax abatements for such projects in 1926, and the Federal Housing 
Administration began a special loan program to stimulate construc-
tion in the 1930s. After WWII, the co-op and, somewhat later, the 
condominium became a common form of below-market housing: 
from FHA garden apartments in Queens to Mitchell-Lama towers 
to the co-ops created through the city’s mammoth in rem program, 
which allowed tenants to buy properties seized for taxes. Since the 
1980s the city has also supported below-market houses and row 
houses, as built by groups like Nehemiah Homes in East New York 
and the South Bronx.

Homeownership, especially for low-income households, has its 
problems, as became all too apparent in the recent foreclosure crisis. 
The city could do more to support lower-income homeowners and 
non-governmental organizations like U-HAB that assist small, lim-
ited-equity co-ops. But resident ownership has worked well overall.

4. Subsidies
The fourth set of remedies has been government subsidies. 

These first appeared in western Europe in the early 20th century 
but were resisted Stateside until the Great Depression, when the 
nationwide housing collapse weakened opposition. Under the New 
Deal the federal government introduced public housing. Even in 
the 1930s, however, U.S. support was precarious and the program 
starved for cash. To compensate, New York — all but unique among 
U.S. cities — developed a limited number of projects with munici-
pal (as well as state) funds.

As early as the 1950s the limitations of underfunding became 
clear. Federal support has been meager and unreliable (and, after 
1973, all but eliminated for new construction), and it soon became 
evident that social problems stemming from racialized poverty 
could not remedied by new housing alone. Moreover, high-rise 
design formulas successful in middle-income complexes like Co-op 
City did not always work well for the poor.

As an alternative, new subsidies for private development were 
introduced, chiefly in the form of below-market-interest-rate loans 
and tax abatements. The largest of these programs was Mitchell-
Lama, enacted in 1955. It was a tremendous success, although like 
earlier nonprofit efforts it could not serve the poor. It was also ex-
pensive and, as a result, did not survive the fiscal crisis of the 1970s.

Since then, policy makers have created myriad other, even-
shallower subsides for private development of below-market units, 
including: Section 8 rent vouchers, HOPE VI (now called Choice 
Neighborhoods Initiative), the Low-Income Housing Tax Credit, 
and a range of homeownership programs, all at the federal level; 
and programs like housing trust funds, housing development fund 
corporations, and 421-a tax abatements by the city and state.

More sophisticated systems for subsidy have also emerged, like 
inclusionary zoning, by which the public permits a developer to 
cross-subsidize a limited number of below-market units by allowing 
an increase in overall density. Introduced to New York by Mayor 
Bloomberg as a voluntary program at key development nodes, the 
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new administration plans to make it mandatory in these and other 
target areas.

No one program alone has matched the output and perma-
nence of public housing, even Mitchell-Lama. Availability of funds, 
often linked to larger financial markets, has been inconsistent. Pro-
grams like federal tax credits are disbursed to states on a per capita 
basis rather than by need. To make programs appealing to produc-
ers, restrictions on incomes, rents, and re-sale prices are limited in 
duration, requiring a secondary set of preservation programs once 
initial subsidies expire. In aggregate, however, this decentralized 
system has proved productive and encouraged great creativity and 
variety in below-market housing.

Looking Ahead
New York City has faced serious housing challenges for more 

than a century. But it has also generated some of the most innova-
tive and effective solutions. To meet Mayor de Blasio’s 200,000-unit 
goal in today’s climate of economic exuberance but also burgeoning 
inequality, the city needs to re-evaluate and selectively deploy all 
four strategies: regulation and deregulation, rent restrictions (and 
perhaps their relaxation), support for nonprofit production and 
ownership, and subsidies.

Whether in New York or any other large, expensive city, only a 
policy that addresses all four elements can secure safe and comfort-
able homes for low- and moderate-income families while increasing 
the supply of market-rate housing (without which market pressures 
will only grown more intense). Different mixtures can produce a 
variety of results. In Europe and Hong Kong, for instance, inequality 
was addressed for decades with strict rent controls combined with 
robust public-housing programs (with as much as half of all housing 
in state ownership by the 1980s). Today, however, this approach has 
largely disappeared. In its stead, municipalities have aggressively pro-
moted homeownership. In London and Hong Kong about half of all 
households now own their homes. In New York City, by contrast, 
less than a third do.

Mayor de Blasio’s housing program (outlined in Housing New 
York: A Five-Borough, Ten-Year Plan; May, 2014) makes a start in 
the right direction. It acknowledges the gaps between supply of and 
demand for both low-rent and market-rate housing, and proposes 
to relax outmoded restrictions, find creative new sources of revenue 
to help maintain the city’s aging public housing, and encourage pri-
vate cross-subsidy of below-market units. This, in particular, has 
led to quick early successes, like Brooklyn’s Domino Sugar site and 
Atlantic Yards, now renamed Pacific Park.

At the same time, the proposal could be bolder. To date, the 
administration has largely defended the status quo. It has fought 
to minimize the increase in rents for stabilized apartments, and to 
include a small number of below-market units in a handful of ex-
pensive, high-profile projects like Brooklyn Bridge Park’s Pier 6 and 
Cobble Hill’s Long Island College Hospital site. But New Yorkers 
need more than micro-apartments, unfair and often harmful rent 
restrictions, and a handful of below-market units in market-rate 
complexes. Instead they need a robust supply of public money for 
maintenance and new construction, including of large-scale, 100% 
below-market complexes with built-in social services, not just access 
to the spas and gyms developers install in market-rate projects to 
fetch premium prices.

A century ago, New York housing reformers recognized this 
reality. While city leaders introduced rent controls and tax abate-
ments, housing experts fought in Albany and Washington for a con-
structive solution: deep subsidies to build low-rent public housing 
and middle-income rentals and co-ops. Together, these strategies 
produced extraordinary results: 400,000 new homes, mainly be-
tween the early 1950s and late 1960s.

There is no reason why the city cannot aspire to such goals 
again. The challenge for the new mayor is to build the necessary po-
litical coalitions, locally, regionally, and nationally, to convince state 
and federal lawmakers that no city — no matter how big, progres-
sive, or rich — can solve the housing question on its own.
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