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Safe at Home 

By DALTON CONLEY

THE financial crisis has given rise to all sorts of wrongheaded ideas, among which is the notion that we should not subsidize the “losers” who can’t make their mortgage payments. In fact, the solution to our troubles is not to restrict homeownership, but to expand it.

The timing is right. Now that prices have collapsed in many areas, low-income Americans might be able to afford to purchase homes for the first time in years. Sales of new homes in June were down 21 percent from last year. This would seem an ideal time to encourage low-income families to buy homes — if we weren’t haunted by misconceptions about the roots of the subprime mortgage crisis.

This “blame the victim” mentality is hardly new. It goes back to the 1960s, when the anthropologist Oscar Lewis wrote an article whose title took root in the American public consciousness: “The Culture of Poverty.” His basic argument was that poor people adopt certain practices that differ from those of “mainstream” society in order to survive. These might include illegal work, multifamily households or serial relationships in place of marriage. Once these survival strategies are in place, the argument goes, they take on a life of their own and lead to missed opportunities.

The popularity of the “culture of poverty” theory has had ups and downs over the decades; for example, in the 1980s the scholar Charles Murray argued that the poor responded as rationally as everyone else to economic incentives. 

But Lewis’s theories seem to have gained new life in the notion that a certain stratum of Americans just aren’t capable of homeownership, and that the increase in homeownership rates contributed to the real estate bust. The “natural” rate should be around 60 percent of American households, some analysts say, not the 70 percent it reached in 2004. That’s an unfortunate argument, because owning a home can be one of the best ways for a poor family to save and accumulate assets: recent history aside, the value of a house does typically rise, and its owner avoids paying rent and gets a tax break. 

We could improve the housing market as well as the security of poor families by making homeownership more attainable. Currently, the biggest policy to support homeownership other than the mortgage interest deduction is the Federal Housing Administration’s mortgage program, which works by insuring loans made to buyers through traditional lenders (that is, it decreases risk to lending agencies by underwriting the loan). However, many of the most disadvantaged Americans, and minorities in particular, do not qualify for F.H.A. loans because of their low net worth and other factors.

Into this breach stepped a South Carolina organization called Self-Help. In 1998, Self-Help received a $50 million grant from the Ford Foundation. The money was used to insure the mortgages of low-wealth families that aspired to homeownership, but had trouble getting loans in the private market. More than $2 billion in mortgages were guaranteed over five years, making homeownership possible for 27,000 families that might not have qualified for conventional loans. 

This experiment of sorts provided evidence that there was a market failure in mainstream lending that was shutting out deserving borrowers. The foreclosure rate of lenders participating in the program was below the national average. This tells scholars of finance that something is not working in the traditional loan market. Many borrowers who should have been able to qualify for traditional mortgages have been shunted into the subprime market, where higher interest rates and other disadvantageous terms produce a self-fulfilling tendency of loan default. 

By expanding the Self-Help program “to scale” — by underwriting mortgages for people who are now excluded from F.H.A. — the government could not only support affordable refinancing of existing mortgages but could also extend the dream of homeownership to households now shut out of the market. 

Instead of critiquing low-income buyers who may have made reasonable calculations in an upbeat housing market, we should focus on building a more comprehensive system to aid low-income purchasers and repair the housing market in the process. Otherwise, we are squandering an opportunity to move past ill-formed moral discourse about poverty and its causes.
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