Houw the American dream turned into a nightmare

The Subversion of Homeownership

As recently as 25 years ago, homeownership was a privilege enjoyed
by a small minority of people around the globe. Today, more than
60 percent of the world’s families own homes, and in many coun-
tries that rate is higher still.

The United States, however, is stuck in the middle of the pack, and the
reason, Cato senior fellow Randal O’Toole argues in his new book; is that
we are suffering the predictable fallout from what he calls “a war on home-
ownership.”

Many analysts have concluded that the recent financial crisis was caused
by federal efforts to stimulate home-
ownership. But in American Nightmare:
How Government Undermines the Dream
of Homeownership, O’Toole offers a
slightly different take. While federal
policies certainly made the real-estate
bubble worse, it was restrictive state
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and local barriers—regulations that
discouraged home buying—which
caused the bubble in the first place.
O’Toole offers his hometown of
Portland, Oregon, as an example.
Some years ago, planners began limit-
ing the land available for single-family
homes and subsidizing multifamily
dwellings—with the explicit purpose of
pushing people into apartments. Throughout the country, what began as
zoning ordinances soon devolved into outright battles against urban spraw,
with many regions now actively pursuing land-use restrictions, from urban-
growth boundaries to time-consuming permitting processes. Today, “close to
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half of all homes in America are in areas with supply constraints,” O’Toole
writes—and similar plans are now being enacted in many metropolitan areas
across the nation.

The immediate impact is to make housing more expensive. “The negative
effects of growth management on housing affordability are far greater than
the positive effects of federal housing programs,” O’Toole writes. But their
ultimate impact is much broader.

These anti-homeownership policies make housing more volatile, “attract-
ing speculators to heavily regulated markets during economic upswings and
putting more homeowners underwater during downswings.” They make it
more difficult for homeowners to move when new job opportunities arise
and increase local unemployment because employers avoid high-cost regions.
They exacerbate “problems of intergenerational equity”: high prices mean
windfalls for home sellers—who tend to be older—and translate into huge
costs for younger people looking to buy.

“In short,” O’Toole writes, “homeownership did not let us down; govern-
ment planning did by trying to discourage single-family homes,” he writes. In
the end, rebuilding that dream will rely on taking discretion away from “the
whims of politicians and the arrogance of central planners.” m

Visit www.cato.org/store or call 800-767-1241 to get your copy of American Nightmare
today; $24.95 hardback.

Cato News Notes

MILTON’S MISCALCULATION

Upon news of Milton Friedman’s
death in 2006, former secretary

of state George Shultz summed up
the great economist’s intellect well.

“People used to say that everybody
.'.___ loves to argue with Milton,” Shultz

noted, “particularly when he isn’t
' there”

Indeed, Friedman was rarely wrong. But the American
Enterprise Institute scholar Steven F. Hayward recently
wrote in National Review of one such instance. “I once
heard Milton Friedman say privately what he also said
publicly (meaning his public statement was no mere
polite flattery) that he was only wrong about one thing
in his life: his prediction that the Cato Institute would
‘go native’ in Washington, D.C., when it moved there
from San Francisco in 1981,” Hayward wrote.

HIRED EDUCATION

The Summer 2012 intern class has something to be
proud of: they survived an application process more
selective than the most prestigious universities. Of the
1,200 applicants, only about 30—2.5 percent—will get
to call Cato home this summer.

Compare that to the top of the Ivy League.
According to the Harvard Crimson, “An all-time low
5.9 percent of applicants received offers to join
Harvard College’s Class of 2016.” The rigor of the
Cato Institute’s program is similar to our nation’s
elite colleges. However, unlike the Ivy Leaguers, Cato
interns receive a broad and deep immersion in the
fundamentals of liberty.

CATO’S GREATEST ASSET
Journalists across the political spectrum have been
praising the Institute’s independence lately. “Cato has
managed the difficult feat of becoming both a fount of
true-blue libertarian ideas and a reputable source of
information even for those who don’t share its views,’
Steve Chapman wrote in the Chicago Tribune. “It may
be the most successful think tank in Washington.”

Ezra Klein hit upon the reason for this ascendancy
in the Washington Post. “When | read Cato’s take on
a policy question, | can trust that it is informed by
more than partisan convenience,” he wrote. Noting
that our scholarship has made even him “more skepti-
cal” of certain government programs, Klein emphasized
that Cato’s credibility stems from its independence.
“The same can’t be said for other think tanks in town.”
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