A NEW HOUSING PARADIGM:

How to Reduce Housing Costs by 80% in 20 Years

The primary beneficiaries of the homeownership structure used in the U.S. since 1950

have been finance organizations and energy companies, not homeowners. 

There are three primary (and roughly equal) components to our housing costs:
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Interest payments on a 30 year, 6.5% mortgage costs 28% more than the cost of the home. Energy operating costs also equal or exceed construction costs, and will be increasing rapidly.  Construction, finance, and energy costs are all paid out of the same pocket.

A housing paradigm designed to minimize housing costs rather than to transfer wealth to entities other than residents can bring profound savings to all residents, and make housing affordable to all.

A structure which can accomplish this is linked community-resident ownership of homes through "community land trust" frameworks.  This can remove profiteering, provide residents a full bundle of "ownership rights", and ensure permanent on-going affordability.

Some elements of such a structure:

· Use "Net-Zero-Energy" construction for new homes, which can bring their net energy use near zero.  "NZE" retrofits of existing homes can also reduce their energy use by up to 80%.


· Eliminate (pay off in 20 years) the finance component of trust-owned housing. This equals a reduction in housing costs – in perpetuity – equal to the entire capital cost.

· Reduce the construction cost component via "free land", efficient construction, shared design and engineering, smaller homes, sweat-equity, public subsidy, appropriate reduction of SDCs, and elimination of "overdone" systems and amenities.


· Develop a surplus rather than shortage of housing, so market prices of existing (paid-for) homes trend toward maintenance costs rather than comparable costs of new construction.


· Employ CLT resale restrictions so homes stay affordable in restrictive markets.


· Eliminate inflation/market price increases in BOTH land and housing prices via ongoing trust "ownership" of land and housing. At our historic 3% inflation rate, prices double in 20 years.  Therefore trust ownership can, in effect, cut the comparative purchase price of homes in half in 20 years.

· Reduce cumulative transfer costs on trust-owned land and housing. Where both house and land are trust-owned, this could amount to 1/3 of the purchase cost of a house over a lifetime.


· Rework existing oversized home stock to provide virtually free accessory dwelling units.

In 20 to 25 years, the virtual elimination of the energy and finance costs of homes via this structure  reduces total housing costs by two-thirds.  Escaping market inflation, avoidance of transfer costs, reduction of construction costs and other mechanisms noted can further reduce costs to virtually maintenance costs.
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