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The fact that housing is almost always only being built by investors means it’s not possible to 

have affordable housing for everyone. In this paper I will show that when real estate investors act in 

their own rational self-interest, they harm everyone else. I will show that this is because affordable 

housing can’t be a good investment. As we will see, there are many non-profits struggling to develop 

and operate affordable housing, but there is not nearly enough funding available for them to meet the 

demand. Even before the current corona crisis, we were nowhere near on-track to meet our current 

housing needs. This problem has been getting worse for a long time; we used to have widespread public 

housing projects to fill unmet need. Finally, we will see how Crisis Theory explains the current crisis 

while also suggesting a solution. 

Real estate investors who act in their own rational self-interest harm everyone else. 

Monopolistic practices prevent competition and artificially inflate prices because real estate investors 

collude to decrease supply. Height and bulk restrictions prevent housing from being built. Holding 

vacant property to deliberately drive up price. Delaying construction until prices go up. As a political and 

economic special interest class, real estate investors fight for interests that are exactly the opposite of 

the interests of the people. Adam Smith said as much in his book, The Wealth of Nations (Smith 43). 

Local governments are dominated by these special interest real estate investor groups. These groups 

work against the needs and interests of the broader population, purportedly in the public interest but 

actually only in the interest of the real estate investor class which they represent. 

Affordable housing cannot currently be a good investment. The barriers and systems put in 

place to artificially inflate prices by preventing density from increasing and preventing new development 

makes it cost-prohibitive to build affordable housing (Hertz). By comparing income percentiles in every 

state to housing prices, my original research has shown that nowhere in the country is housing 

affordable, and in most states, it’s not affordable until you reach the 75th percentile in income. 



(Appendix 1) Efforts to incentivize for-profit investors to build at least some affordable units include 

trivially small “fines” in lieu of those units. The in-lieu fee in San Francisco is currently about $200 per 

square foot. Let’s consider an average apartment which in San Francisco is 747 square feet (Rent Cafe). 

This means an investor need only pay $150k in lieu of building an affordable unit. Building an affordable 

unit costs an average of $750k in San Francisco (Fuller). Now consider that the average market-rate 

rental price for that unit in San Francisco is $3,629 (Rent Cafe). This means that even at market rate, this 

unit does not break even for 17 years. At an affordable rate, it is not likely to ever break even at these 

prices. Therefore, for-profit real estate investment is focused on providing for the wealthy while 

increasing the prices paid, meanwhile the vast majority of people must go without any affordable 

housing options. This problem exists everywhere; San Francisco is easy to talk about because so much 

research has been done, but the same holds true in every state, as you can see in Appendix 1 where I 

compare these numbers across the country. 

There are many non-profits developing and operating affordable housing, but there is not nearly 

enough funding to meet demand. Many of these focus on specific neighborhoods, for example the 

Tenderloin Neighborhood Development Corporation focuses protecting and developing affordable 

housing in the Tenderloin neighborhood while the Chinatown Community Development Center focuses 

on that neighborhood. Others focus on specific communities or causes. These include non-profit 

affordable housing for formerly unhoused people, people living with AIDS, seniors, and other groups. All 

of these nonprofits must compete for extremely tight funding. In the words of a development officer I 

interviewed at one of these organizations, the solutions they are able to build are not even a drop in the 

bucket towards solving the problem. 

We used to have widespread public housing projects to fill unmet need. This gave us the ability 

to house everyone and provide enough supply to meet demand. During a period of extremely racist 



public policy, almost all public housing was demolished. 90% of that housing was never replaced, and 

this was almost forty years ago (Race, The Power of an Illusion). 

Even before the current corona crisis, we were nowhere near on-track to meet our current needs. 

The San Francisco bay area’s official RHNA projections say some parts of the bay will not meet their 

2016 housing needs until 2880 at the current pace (MTC). Housing is not affordable anywhere in the 

country unless it’s subsidized, and states are going bankrupt because of the current crisis. In a recent 

interview, California Governor Gavin Newsom said he expects unemployment to pass 25% in the coming 

weeks (Vanek-Smith). The broader global economy seems likely to suffer widespread collapse in the 

coming months and years. Housing will be hit hard, as more and more people fall from being unable to 

afford enough housing to being unable to afford any housing. We are likely to see a dramatic rise in 

homelessness and civil unrest. 

Crisis Theory explains the current crisis while also suggesting a solution. The fundamental argument 

of Crisis Theory is that under capitalism, a moment inevitably comes when certain kinds of 

countervailing forces overpower the prevailing forces, causing a crisis. At this point, fundamental change 

is possible, or else we can face the long slog towards trying the same mistakes once again. In this case, 

one of the prevailing forces was the over-exploitation of housing. Instead of competing to provide 

enough housing to meet demand, players in the market colluded to eliminate housing while artificially 

inflating prices through anticompetitive oligopolistic practices as outlined above. The main 

countervailing force in this crisis could be seen as the under-exploitation of labor. 75% of Americans 

cannot afford housing despite having one or more jobs. This essay focuses on the housing issue, but 

similar issues affect labor in this country. 

Because we have a crisis, we have the opportunity to create fundamental change. How do we do 

that? Affordable housing has become a condensing symbol in American culture. Everyone who hears the 



phrase understands the issue at least to some degree, if only through the personal experience of being 

one of the 75% of people who cannot afford housing. If we look at this issue through the lens of 

Kingdon’s Three Stream Model of policy change, this condensing symbol fulfils the requirements of the 

first stream; the troubling social condition has been clearly articulated with a condensing symbol and 

most people understand that there is a social problem around affordable housing (Kingdon). The second 

stream, policy, is also well developed; there is a clear policy framework in place for how to build 

affordable housing in the current set of conditions. Just look at the many nonprofits which are already 

doing that with the limited funding that’s available. The piece that’s missing is the politics around how 

much money needs to be spent on this issue by the government. Currently, the amount being invested 

is barely a drop in the bucket. All that’s required to solve this problem is for the streams to come 

together during the window of opportunity provided by this crisis and broaden the available funding to 

such a degree that enough housing can be built to make a meaningful impact on this issue. Hopefully at 

the same time, we can also address anticompetitive practices such as height and bulk restrictions which 

prevent new or denser housing from being built in many areas around the country. 

 

We have spent over six trillion dollars on the “war on terror” (Zeballos-Roig). That’s a billion dollars 

A DAY for the last twenty years. How much different would our nation be today if we had spent that 

money on housing, education, healthcare, infrastructure, and small businesses? We’ve spent MORE than 

that in the last few weeks alone in response to coronavirus (Van Dam). A bill just passed the house to 



spend yet another three trillion on coronavirus (Shabad). The amount of money we spend on issues we 

take seriously is incredible, and yet we live in a country where 75% of people do not have access to 

housing they can afford. We have the tools, we have the organizations, we have the people in place, we 

understand the problem. Solving housing is not impossible, we just need the political will to accomplish 

the task. We face dark times, but we also have the rare opportunity to decide what kind of world we 

want to go back to when the global collapse is over. In conclusion, I believe that every community which 

can’t meet its housing needs should automatically get enough federally funded non-profit-administered 

high-density housing to fill all unmet housing needs. 
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Appendix 1 

Summary: Affordable rent is defined as 30% of income. Comparing income percentiles in every state to 

median rents, you can see that for most states, up to 75% of the population can not afford rent. This 

data is from before the pandemic and spiking unemployment rates, so these problems are likely far 

worse now, but it will take years to understand exactly how bad things currently are. 

 


