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THE FAVORABLE TREATMENT OF OWNER-OCCUPIED HOUSING IN 
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David Price
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ABSTRACT

The Federal Individual Income Tax provides significant incentives to those 

who choose to own their home. This thesis attempts to analyze the current 

treatment of homeowners. First, it examines the four major provisions that 

provide benefits to those who own; the deduction of mortgage interest, the 

deduction of property taxes, exclusion of imputed rental income and exemption of 

most capital gain. This examination includes how they work, but concentrates on 

the equity between different groups. Second, this thesis addresses the commonly 

cited justifications for the favorable treatment of homeowners. Finally, it looks at 

the incentives as a whole, analyzing their structure and propose changes for the 

future. The final conclusion is that our treatment towards homeowners is unfair, 

inefficient and should be eliminated, despite its overwhelming popularity. 

Dr. Richard Coe

Division of Social Sciences
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Chapter 1: Introduction and Overview of the Housing Provisions within the 

Federal Individual Income Tax and the Effects They Create

Government might be the cornerstone of society, but our tax system is 

what keeps that cornerstone in place. How we pay for the services our 

government provides has always been one of the most hotly debated topics. 

While nobody likes it, our tax system is a vital component to who we are and how 

we get things done. It is so important that views on it have become a defining 

factor in our political system. Taxes were also a symbol of an out of touch 

government and led to our revolution and have been continually debated ever 

since. The basic problem with any tax system stems from the fact that nothing is 

free and everyone would rather someone else pay for public goods. 

The United States federal government has over 3 trillion dollars in annual 

expenses and must generate revenue to pay for everything. We can borrow 

money, but it is hard to imagine a scenario where we could borrow indefinitely, so 

sooner or later we must levy taxes in one form or another. We place excise taxes 

on goods, tariffs on imports and tax corporate earnings, but the largest source of 

revenue is the Federal Individual Income Tax. In the 2007 fiscal year 44 percent 

of all federal revenues were raised through the 101 million taxable returns filed in 

the F.I.I.T.1  

The individual income tax has been in continual existence since 1913 and 

1 IRS data 2007; Compared to 36 and 12 percents generated by Payroll Taxes 
and Corporate Income Taxes; Tax Policy Center Brookings Institute
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became the primary way our federal government pays for programs during the 

first World War.2 Currently taxpayers are divided into six different groups, also 

known as brackets, based on their income and pay a corresponding percentage 

of that income to the government. While much of the debate about the income 

tax centers on what the rates should be for each group, an even larger factor is 

at play. Deduction provisions allow non-income based factors to have a huge 

effect on the amount of taxes an individual pays. These deductions allow the 

government to favor certain activities by creating financial incentives to engage in 

them. These deductions, although indirect, form a primary mean of social policy, 

and are the reason for the size and complexity of our tax code. Of the 143 million 

returns filed in 2007 51 million returns itemized their deductions, taking 

advantage of the favorable treatment of these non-income based factors.3

There are infinite possibilities when it comes to how we could spread the 

tax burden across the members of our society. The are over 300 million tax 

payers in the country, each one with differing income levels and activity patterns. 

We could favor any group we choose in any way we like. Due to the number of 

different possible ways we could tax ourselves, it is necessary to create and use 

standards to analyze our current tax and compare it to the other options. Our 

system of evaluation will rely on two main concepts: Efficiency and fairness. 

Efficiency is simply the existence of either a net gain or loss. Is this tax 

levied in a way that loss created from the tax is minimized? We can assume, with 

2  Lowenstine, Rodger. "Who needs the mortgage-interest deduction." New York 
Times. March, 6 2006

3 IRS Data 2007
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few exceptions, that all taxes create inefficiencies and we can only seek to 

minimize them. The money spent on the process of collecting taxes is completely 

unproductive. Revenues also have the possibility of being spent less productively 

by the government than they would have been by individuals. 

Taxes have the ability to increase efficiency. In cases where the total cost 

of an output is not realized by the producer a tax can be beneficial. By adding the 

marginal social cost to the production cost a tax will lower production to a more 

efficient level. Tax revenues, when spent on public and common goods that 

generate a positive return, have the prospect of increasing efficiency as well.

The second dimension that we can analyze our taxes on will be fairness. 

While still positive, fairness, by its nature, lends itself to normative analysis. 

Fairness is the analysis of who bears the burden of the tax. That is to say, who 

pays the tax. We can evaluate fairness in two main ways. First is vertical equity, 

the second, horizontal equity.  

Vertical equity is looking at how the tax is distributed across people with 

different incomes, normally done as a percent of income. Vertical equity is 

normally discussed in terms of a tax being regressive, proportional or 

progressive. In the case of the FIIT, as income increases the effective tax rate 

would either decrease, remain the same, or increase. We can say, positively, that 

state sales taxes are regressive. Poorer people spend a larger portion of their 

income and therefore pay a proportionally higher rate. Some would then contend, 

normatively, that sales taxes are not fairly levied because those with the least 
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ability to pay, bear the biggest proportional burden. 

Horizontal equity looks at how the tax is distributed across people with the 

same income. This is particularly important when we analyze tax exemptions 

because exemptions allow people with the same income to pay significantly 

different rates, in some cases creating a strong incentive to change behavior. As 

with vertical equity we can apply both positive and normative analysis. Any 

segment of the population that experiences an advantage over others is said to 

be a favored group. While we can think of favored groups while looking at those 

of differing income levels, more frequently we will limit the terminology to those of 

the same income, but with differing behavior. Those not in the favored group 

must pay higher taxes to compensate for the lower taxes enjoyed by others. 

One of the most favored group within the FIIT are homeowners.  There are 

four primary ways we encourage people to own their homes; they are the 

deduction of property taxes, the deduction of mortgage interest payments, the 

exemption of imputed rental income and the exclusion of most capital gains.4 The 

first two are pretty straight forward. If you own your home and pay property tax or 

interest on a mortgage then you can take those amounts and deduct them from 

your taxable income. Imputed rental income is slightly more complicated. It 

basically flows from the premise that as a homeowner you are both producing 

and consuming housing. You pay taxes on the income used to produce housing, 

4 There are other, smaller governmental aid programs aimed at homeowners 
and low income renters. These four represent the largest programs aimed at 
housing, and while others do exist, their size makes them trivial in comparison.

    The first time home buyer's tax credit of 2009 and 2010, while fairly large, is 
fairly new and not addressed until the conclusion of this thesis. 
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but you are not taxed on the consumption of the housing you are producing. The 

value of the housing consumed that is not taxed is the imputed rental income. 

The realized gain in the value of a home is a capital gain. In most cases 

homeowners who sell their house do not have to pay any taxes on the money 

them make.

Where did all of this come from? When the individual income tax was 

created all interest could be deducted from taxable income. In an age when it 

was sometimes hard to separate personal income from business income, there 

was a desire to protect loans that allowed businesses to operate. Business loans 

were also the most common debt at time, as most people paid for their houses 

and cars in full when they bought them.5,6 While interest paid deductions existed 

from the beginning of the income tax, the favorable treatment of homeowners did 

not become a prominent feature until after WWII.7 Post-war America saw soldiers 

returning home to start families and as a result there was a huge spike in private 

homes and mortgages to finance them. The deduction of all interest continued 

until the 1980s when, with the increasing use of credit cards and other forms of 

debt financing, it was eliminated from the tax code.8 Mortgage interest was 

spared from this, instead receiving a cap at 1 million dollars of principal . While 

we recognized that subsidizing debt might be a bad thing, we decided that 

5 Family farms constitute a notable exception, as they serve as both a home 
and a business, and were a prominent portion of the outstanding debt at the 
time. 

6  Lowenstine, Rodger. "Who needs the mortgage-interest deduction." New York 
Times. March, 6 2006

7 Ibid.
8 Ibid.
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subsidizing debt the was used for housing was still a good thing. 

Why do we want people to own their own homes? Many contended that 

high levels of homeownership are beneficial to all of society. Owning a home 

gives people a stake in society. Homeowners are more likely to vote, be 

members of civic clubs and are less likely to engage in crime.9 They also take 

better care of their homes and their children do better in school.10 These are all 

commonly accepted as good things. 

We want people to do all of these things, and if they own their home they 

are going to do it more frequently. We should be willing to pay for these things 

when the goods they generate are shared by others. A consumer will pay for a 

good up to what they value it at.11 If there is some extra value that the consumer 

does not realize, like the good enjoyed by others, subsiding consumption results 

in a more efficient equilibrium. If there are not any of these external benefits than 

subsidization results in overconsumption and a less efficient equilibrium. The 

difficulty lies in determining if the size of these positive externalities so that we 

can then decide how we should encourage a behavior and to what degree.

 In addition to the heralded benefits of homeownership there is also 

significant evidence for negative effects that homeownership, and the 

homeowner's exemptions create. Encouraging investment in housing in effect 

9  DiPasquale, Denise; Glaeser, Edward. "Incentives and Social Capital: Are 
Homeowners Better Citizens?" Academic Press, Journal of Urban 
Economics. 1999 Pg.354-384

10 Ibid.
11  This fundamental assumption lies at the heart of market based economic 

theory. 
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discourages investment in everything else. This creates a situation where we, 

individually and collectively, over invest in housing while under investing in 

businesses and other ventures. We also see increasing segregation of different 

economic groups; wealthier homeowners, in an effort to preserve the value of 

their homes and capture the benefit of other wealthy homeowners, segregate 

themselves away from poorer individuals. There is also some evidence to 

suggest that the subsidy does little to help people own homes, but instead serves 

only to inflate the cost of all housing, bringing the market to a higher equilibrium 

price, creating no benefit at all.12 As a result we have not only lost out on possible 

economic activity, but our economy has also become increasingly dependent on 

the housing market for stability and growth. 

By making it advantageous for households to view their home as an 

investment we increase the willingness for those households to engage in 

actions frequently observed in the stock market. Speculative behavior within the 

housing market, for example, is a direct result from this view. This combined with 

the close link we have forged between housing and the rest of the economy has 

lead to an increasingly volatile market. This investment based view also creates 

problems with liquidity on both a individual and market level. 

If we assume that favorable treatment increases the rate of 

homeownership, then it is not a far step to conclude that there will be an increase 

in the externalities that homeowners create. Many of these effects, both positive 

12 Glaeser, Edward L; Shapiro, Jesse M. "The Benefit of the Home Mortgage 
Deduction." The University of Chicago Press, Tax Policy and the 
Economy. , 2003 Pg.37-82



Price 8

and negative, are only seen in the aggregate, but amount to substantial forces in 

the economy.  

Conclusion:

In the income tax, homeowners are probably the most favored of all 

special interest groups. We will see that these tax provisions are for the most part 

regressive, failing to help those who need it most. It also creates a strong 

incentive to not only own a home, but to spend more on housing as well. While 

there are some positive externalities generated by homeownership, they are 

offset by negative externalities. There is little justification for the existence, or 

structure, of the current subsidies given to homeowners. The favorable treatment 

of owner-occupied housing is both inefficient and unfair.
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Chapter 2: Equity of the Favorable Treatment of Homeowners. 

The largest and most direct subsidy given to homeowners comes through 

favorable treatment given in the Federal Individual Income Tax. This favorable 

treatment comes from four tax provisions, the deduction of mortgage interest, the 

deduction of property taxes, the exemption of imputed rental income, and the 

exemption of capital gains. For each of these provisions we see how they work 

and then look at how fair they seem to be. Fairness will be centered around our 

standard analysis of equity, first vertical then horizontal.

The Deduction of Mortgage Interest: 

  

The deduction of mortgage interest is the most visible, and by far, the 

largest deduction within the F.I.I.T. In 2006 40 million returns deducted over $437 

billion.13 

Let us first look at the vertical equity implications of the deduction of 

mortgage interest. We will use three households with differing incomes but 

otherwise similar behavior to demonstrate the current structure and it's results. 

They each own their own home and live in 2006.14 They make 25, 50 and 100 

thousand dollars a year, putting them in approximately the 28th, 53rd, and 84th 

13 IRS data 2006
14 The year 2006 is used as it is the last year with widely available data across 

different surveys.
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percentiles, respectively.15 The average home owned by a household making 

$25,000 is worth approximately $50,300.16 The value goes up to $84,500 and 

$139,600 for the next two households.17 If they all had the same fixed 30 year 

mortgage and made a standard down payment they have the following monthly 

payments18; $283.36, $476.20, $786.61.19

So what does the deduction of mortgage interest mean for each 

household? At the end of the year they can take the portion of their mortgage that 

went towards interest and subtract that from their earnings to arrive at their new 

adjusted gross income. We see that the respective amounts that can be 

deducted are $2886.86, $4849.70 and $8012.04.20 At their tax rates21 this 

deduction would save them $433.03, $1212.43, and $2243.37 or as a percent of 

15 U.S. Census
16 Average taken from American Housing Survey 2005, 2007
17 Ibid.
18  This may not be a reasonable assumption as people with differing incomes 

would most likely have access to different interest rates and have different 
abilities to make a down payment, but the numbers should still bear proximity. 

19  See Table 2.1 for more details.
20 It is important to remember that the amount of interest paid will decrease 

every year so long as the loan remains the same. 
21 15%, 25%, and 25%: IRS Historical Data

Loan Amount Remaining Principal 
$45,270.00 $44,755.30
$75,150.00

$125,640.00 $124,211.54

Table 2.1 Excerpt from First Year Mortgage Amortization Table  
Monthly 
Payment

Total Interest 
Paid 

$283.46 $2,886.86 
$476.20 $4,849.70 $75,185.35 
$786.71 $8,012.04 

Amortization calculated with Bankrate.com 
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income 1.7%, 2.4%, 2.3%.22 In this scenario the numbers show us that the 

deduction is regressive, in that higher earners benefit proportionally more than 

lower earners. This does not really tell the full story, the tax is in actuality more 

regressive that it would otherwise appear.  

Among those with less than $25,000 a year in adjusted gross income only 

5% deduct mortgage interest on their tax return.23 While more could, they choose 

to take a standard deduction instead because the amount of their deductions is 

less than $5000. Additionally, many who have smaller incomes are not likely to 

22 Assuming deductions are itemized. 
23 IRS 2006 Table 3

Table 2.2: 2006 Mortgage Interest Deductions by Income

Adjusted Gross Income
Total 138,394,754 39,831,381 443,151,695 11.13 3.20

under $5,000 14,308,964 228,045 2,528,322 11.09 0.18
$5,000 under $10,000 11,786,747 365,438 3,126,419 8.56 0.27

$10,000 under $15,000 11,711,680 656,883 5,615,944 8.55 0.48
$15,000 under $20,000 10,937,694 790,362 6,934,533 8.77 0.63
$20,000 under $25,000 9,912,261 1,053,810 8,991,482 8.53 0.91
$25,000 under $30,000 8,749,761 1,263,054 10,309,494 8.16 1.18
$30,000 under $40,000 14,151,824 3,313,620 27,780,792 8.38 1.96
$40,000 under $50,000 10,687,193 3,549,521 30,367,338 8.56 2.84
$50,000 under $75,000 18,854,917 9,074,396 85,110,942 9.38 4.51

$75,000 under $100,000 11,140,408 7,215,595 75,466,112 10.46 6.77
$100,000 under $200,000 12,088,423 9,250,722 120,380,179 13.01 9.96
$200,000 under $500,000 3,121,485 2,425,757 47,714,366 19.67 15.29

$500,000 under $1,000,000 589,306 417,098 11,276,276 27.04 19.13
$1,000,000 under $1,500,000 150,431 101,144 3,106,893 30.72 20.65
$1,500,000 under $2,000,000 64,007 41,442 1,370,257 33.06 21.41
$2,000,000 under $5,000,000 98,724 61,740 2,171,039 35.16 21.99

$5,000,000 under $10,000,000 24,975 14,555 563,645 38.73 22.57
$10,000,000 or more 15,956 8,198 337,660 41.19 21.16

(All figures are estimates based on samples--money amounts are in thousands of dollars)
Derived From IRS tables 1.2 and 3 year 2006

Number of 
Returns

With 
Deductions

Amount 
Deducted

Average 
Deduction 
Per Return

Average 
Deduction 
Per Income 
Group
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be paying any taxes at all. Those who are paying no taxes receive no benefit 

from a further decrease in their AGI.24 This results in the majority of those in the 

lowest income brackets experiencing no direct assistance from this subsidy.  In 

contrast, 54% of those with between $50,000 and $100,000 of AGI deduct 

mortgage interest.25 Contributing to the observed difference is the fact that those 

who earn less money are more likely to rent than those of higher incomes.26 In 

2006 the average income of a household that rents was $26,000 dollars where 

as that same average among households that own homes was more than twice 

that at $57,000.27 

Table 2.3 can give us some idea of the proportionality of the mortgage 

interest deduction. We can see that tax is relatively regressive in the low and 

middle income ranges, becoming progressive at the very top of the scale.28 The 

table below accounts for loan size and proportion of returns that use the 

deduction, but does not report the actual benefit of the deduction. In general as 

income increases tax rates increase as well. This means the deductions are 

worth a larger amount as we move up the income scale. 

24 IRS 2006 Returns Data
25 IRS 2006, Table 3
26 American Housing Survey 2007
27 Average taken from American Housing Survey 2005 and 2007
28 It is important to note the distinction between income and adjusted gross 

income. These tables show AGI, which is always lower than actual income. 
For example, some one in the 20,000-25,000 group in table 2.2 could be 
making significantly more than 25,000 in actual income. 
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We can see that vertically, this tax subsidy is not particularly equitable. 

The same can be said of the horizontal equity. For horizontal equity we simply 

look at how the tax provision treats people of the same income but differing 

behavior. In this case we look at those who own their homes and those who rent, 

but have the same income. The deduction of mortgage interest is clearly dis-

equitable in that those who rent receive no benefit, while those who own receive 

a sizable benefit. In 2006 the benefit from the mortgage interest deduction was 

Table 2.3: 2006 Mortgage Interest Deductions as a % of Income

Adjusted Gross Income
Total 3.20

under $5,000 0.18
$5,000 under $10,000 0.27 0.04

$10,000 under $15,000 0.48 0.04
$15,000 under $20,000 0.63 0.04
$20,000 under $25,000 0.91 0.04
$25,000 under $30,000 1.18 0.04
$30,000 under $40,000 1.96 0.06
$40,000 under $50,000 2.84 0.06
$50,000 under $75,000 4.51 0.07

$75,000 under $100,000 6.77 0.08
$100,000 under $200,000 9.96 0.07
$200,000 under $500,000 15.26 0.04

$500,000 under $1,000,000 19.13 0.03
$1,000,000 under $1,500,000 20.65 0.02
$1,500,000 under $2,000,000 21.42 0.01
$2,000,000 under $5,000,000 21.99 0.01

$5,000,000 under $10,000,000 22.57 0.00
$10,000,000 or more 21.16

Derived From IRS tables 1.2 and 3 year 2006

Average 
Deduction 
Per Income 
Group

Previous 
Column as a 
% of Income

(All figures are estimates 
based on samples--money 
amounts are in thousands of 
dollars)
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about 70 billion dollars.29

When addressing equity it is useful to consider the distributional 

consequences. In this case income is redistributed from those who are renting to 

those who are owning. Everyone could pay lower tax rates if the deduction were 

eliminated. As long as it stays in effect, everyone has to pay higher tax rates, but 

owners receive a benefit that is larger than what they have to pay. Renters are 

essentially left to help pay for the houses of owners. 

The deduction of mortgage interest also favors some homeowners more 

than others. Households that spend more on housing receive a larger benefit. 

Those who hold larger amounts of debt benefit more than those who have 

comparatively less debt. Deducting mortgage interest also favors those who have 

29 Joint Committee on Taxation. “Estimates of Federal Tax Expenditures for 
Fiscal Years 2006-2010”

Table 2.4: Tenure Choice by Income

Household Income Total % Owners % Renters
110,692 75,647 35,045 68.34% 31.66%

Less than $5,000  5,304 2,215 3,089 41.76% 58.24%
$5,000 to $9,999  4,801 1,873 2,928 39.01% 60.99%

$10,000 to $14,999  6,039 2,885 3,154 47.77% 52.23%
$15,000 to $19,999  5,321 2,728 2,593 51.27% 48.73%
$20,000 to $24,999  5,741 3,016 2,725 52.53% 47.47%
$25,000 to $29,999  9,495 5,626 3,869 59.25% 40.75%
$30,000 to $34,999  5,977 3,503 2,473 58.61% 41.38%
$35,000 to $39,999  5,270 3,298 1,972 62.58% 37.42%
$40,000 to $49,999  9,695 6,444 3,252 66.47% 33.54%
$50,000 to $59,999  8,764 6,308 2,456 71.98% 28.02%
$60,000 to $79,999  14,275 11,023 3,252 77.22% 22.78%
$80,000 to $99,999  9,611 8,169 1,442 85.00% 15.00%

$100,000 to $119,999  6,624 5,834 790 88.07% 11.93%
$120,000 or more 13,775 12,725 1,050 92.38% 7.62%

Median 47,632 59,886 28,921
(All figures are estimates based on samples, numbers in thousands)
Derived From AHS tables 3.12 and 4.12 year 2005

Owning 
Households

Renting 
Households
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higher interest rates or have interest only loans.

While we will address the justifications for our policies in the next chapter, 

it would seem initially that they do not align with results. If we were to accept that 

these deductions bring about the positive externalities they claim to, it would only 

make sense for the deduction to target those people who would receive the most 

gain from them, or would have the least ability to acquire them alone. When we 

adjust the deductions for income it is evident that the subsidy is effectively 

targeted at the upper-middle income earners, not those who are in the greatest 

need and arguably not those who would benefit the most. 

The deduction of mortgage interest also encourages households to 

continue holding debt. In many cases it make more sense to continue to have 

outstanding debt on your home than it does to pay off your mortgage. If you were 

in the 25% tax bracket and you were about to pay off your mortgage, you could 

take out a 2nd mortgage and then use that money, which you are getting at an 

interest rate at a 25% reduction, and use that money and invest it. The 

encouragement for people to have debt backed by their homes last long after the 

initial incentive to buy a home.

The Deduction of Property Taxes:
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The deduction of property taxes is the second biggest subsidy given to 

homeowners.30 In most ways it operates like the the deduction of mortgage 

interest. Taxes on real estate, normally levied at the local level, can be deducted 

from gross income. The only significant difference from the mortgage interest 

deduction is the absence of a limit on the amount that can be deducted.31 

The subject of vertical equity can be difficult to sort out. There are two 

diverging trends that work against each other. As income goes up, the 

30 IRS 2006, Table 3
31 The AMT serves in some way to limit the total amount deducted by an 

individual. This could conceivably effect how much is deduced due to property 
taxes.

Table 2.5: 2006 Property Taxes Deductions by Income

Adjusted Gross Income
Total 138,394,754 42,584,481 156,384,349 3.67 1.13

under $5,000 14,308,964 245,754 749,048 3.05 0.05
$5,000 under $10,000 11,786,747 426,202 1,151,873 2.7 0.1

$10,000 under $15,000 11,711,680 762,491 1,760,448 2.31 0.15
$15,000 under $20,000 10,937,694 923,810 2,344,997 2.54 0.21
$20,000 under $25,000 9,912,261 1,130,445 2,604,984 2.3 0.26
$25,000 under $30,000 8,749,761 1,346,401 3,087,654 2.29 0.35
$30,000 under $40,000 14,151,824 3,432,953 7,917,780 2.31 0.56
$40,000 under $50,000 10,687,193 3,676,106 8,953,035 2.44 0.84
$50,000 under $75,000 18,854,917 9,456,346 25,458,326 2.69 1.35

$75,000 under $100,000 11,140,408 7,590,363 24,026,524 3.17 2.16
$100,000 under $200,000 12,088,423 9,964,895 44,131,009 4.43 3.65
$200,000 under $500,000 3,121,485 2,785,290 20,863,441 7.49 6.68

$500,000 under $1,000,000 589,306 522,929 6,220,681 11.9 10.56
$1,000,000 under $1,500,000 150,431 134,510 2,104,645 15.65 13.99
$1,500,000 under $2,000,000 64,007 57,813 1,099,851 19.02 17.18
$2,000,000 under $5,000,000 98,724 90,114 2,122,761 23.56 21.5

$5,000,000 under $10,000,000 24,975 23,095 839,226 36.34 33.6
$10,000,000 or more 15,956 14,962 948,067 63.36 59.42

(All figures are estimates based on samples--money amounts are in thousands of dollars)
Derived From IRS tables 1.2 and 3 year 2006

Number of 
Returns

With 
Deductions

Amount 
Deducted

Average 
Deduction 
Per Return

Average 
Deduction per 
Income Group
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proportional amount spent on housing goes down.32 This would suggest that the 

tax would be progressive. On the other side, higher income households are more 

likely to use the deduction, and when they do it benefits them more.33 As income 

increases two things happen; the tax rate that is being deducted from increases 

and the likelihood that an itemized deduction will be made instead of the 

standard deduction goes up. Additionally, higher income households are more 

likely to live in areas with higher property rates, increasing the amount of the 

deduction.34

We see many of the same characteristics shown in the vertical equity of 

mortgage interest. It is regressive until the top decile where it becomes 

progressive. The main difference concerns the amount of progressivity and 

regressivity. We can see that the benefit curve for property taxes is much flatter 

than mortgage interest. In relation to mortgage interest, property taxes are less 

regressive on the low end and also less progressive on the high end. 

32 American Housing Survey 2007
33 IRS 2006 Table 3
34 Belsky, Eric; Lee, Kwan; von Hoffman, Alexander. "The Impact of Housing on 

Community: A Review of Scholarly Theories and Empirical Research." 
Joint Center for Housing Studies, Harvard University. March, 2009
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The deduction of property taxes also shares many attributes with the 

deduction of mortgage interest when it comes to horizontal equity. As with 

mortgage interest, the deduction of property taxes favors, those who own over 

those who rent, and those who spend more on their home over those who spend 

less. The deduction of property taxes also favor those who pay more property 

taxes. Those who choose to live in communities with high rates get more of an 

advantage than those who don't. They receive the benefits from living in the 

localities with higher property tax rates, like better schools, emergency services 

and infrastructure, at an effectively decreased rate.

Table 2.6: 2006 Property Taxes Deductions as a % of Income

Adjusted Gross Income
Total 1.13

under $5,000 0.05
$5,000 under $10,000 0.10 0.01

$10,000 under $15,000 0.15 0.01
$15,000 under $20,000 0.21 0.01
$20,000 under $25,000 0.26 0.01
$25,000 under $30,000 0.35 0.01
$30,000 under $40,000 0.56 0.02
$40,000 under $50,000 0.84 0.02
$50,000 under $75,000 1.35 0.02

$75,000 under $100,000 2.16 0.02
$100,000 under $200,000 3.65 0.02
$200,000 under $500,000 6.68 0.02

$500,000 under $1,000,000 10.56 0.01
$1,000,000 under $1,500,000 13.99 0.01
$1,500,000 under $2,000,000 17.18 0.01
$2,000,000 under $5,000,000 21.50 0.01

$5,000,000 under $10,000,000 33.60 0.00
$10,000,000 or more 59.42

Derived From IRS tables 1.2 and 3 year 2006

Average 
Deduction 
Per Income 
Group

Previous 
Column as a 
% of Income

(All figures are estimates based 
on samples--money amounts 
are in thousands of dollars)
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This deduction serves to redistribute benefits towards homeowners in 

another way. The deduction encourages local services to be paid for through 

property taxes. It is also commonly believed that property taxes are passed along 

to renters almost completely, if not entirely, although they can not deduct that 

portion of their rent. Those who own receive not only the immediate benefit of the 

increased public goods at the discounted rates, but also benefit from the increase 

value of their homes.

Imputed Rental Income:

Imputed Rental Income is the third significant subsidy given to 

homeowners. It is simply the assertion that homeowners are both producers and 

consumers of housing. In the F.I.I.T. the housing income that homeowners are 

generating is exempt from being taxed. Homeowners are receiving two benefits 

from their home. Owners receive a place to live and they build equity in an 

investment. 

Imputed rental income is probably more progressive than our previous two 

deductions, although it is still regressive to some degree. The exemption of 

imputed rental income is less regressive than the other deductions because all 

homeowners can exempt all of the income, whereas in our previous two cases 

only homeowners whose deductions exceeded the standard deduction received 

any advantage. Lower income earners are more likely to rent than own, and 
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renters receive no benefit. However, those who do own, spend proportionally 

more on housing, and therefore receive a higher proportional benefit. The 

resulting distribution, in structure, is similar to the deduction of mortgage interest 

and property taxes. While possibly still regressive in total, imputed rental income 

is less unfair than the other two provisions and may actually be progressive when 

renters are excluded. 

The horizontal equity of this exemption looks much like the deductions. To 

demonstrate how owners are favored over renters lets take two identical 

households with the exception that one owns and the other rents. They both 

make $60,000 dollars a year and spend about $10,000 a year on housing. Both 

the renter and owner fall into the 25% tax bracket. The renter gets a place to live, 

but the owner gets both a place to live and an investment. The renter has to pay 

tax on the income he uses to provide a place to live, approximately $3,300 paid 

in tax on the $10,000 used for housing.35 The owner does not pay tax on the 

income used to pay the mortgage interest. The $2,000 that goes to interest is 

essentially tax free because of the mortgage interest deduction. He does pay tax 

on the income he invests in housing, the $8,000 that adds to principal  costs an 

extra $2,600 in taxes. As we can see the renter pays more in taxes because of 

mortgage interest deduction, $3,300 as opposed to $2,600.

Imputed rental income adds to this. The renter above pays tax on $13,300 

dollars, leaving him with $10,000, which he uses to get $10,000 worth of housing. 

35 $10,000= X*1.25, $13,300 in pretax income would yield the $10,000 used to 
provide housing.  
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The owner pays tax on $12,600, leaving him with $10,000 which he uses to get 

$16,000 worth of housing.36 The housing is worth $16,000 because the owner 

receives both, $8,000 worth of investment and $8,000 worth of actual housing. 

The imputed rental income is the benefit that that investment provides.  The 

owner's investment is producing housing, a return, that is a form of income, but 

the owner does not pay tax on that return.37 

An analogy can be made with the stock market to give a useful 

comparison. If you earn money and then invest it in the stock market, you paid 

tax on the money used for the investment when you earned it, just like tax is paid 

on the money used to invest in housing. If you stock generates a return in the 

form of a dividend you have to pay tax on that return like any other income. In 

housing the dividend comes in the form of the place to live. The place to live  is 

just like any other form of income, it is an increase of your well being that can be 

quantified. A return from housing, a place to live, is just like a dividend from a 

stock but, you do not have pay tax on the value of the housing you consume. 

Viewing owners as two different market place actors is also helpful when 

looking at imputed rental income. In the renter-landlord situation, the renter pays 

tax later used to pay his rent. The landlord pays tax on the rent he receives, 

36 The $16,000 dollars used in this example is purely hypothetical. Actual total 
benefit depends greatly on how the owner values both the investment potential 
of, and the housing generated by, their home. 

37 Both the amount paid in interest and the amount going to principal  is 
dependent on the type of mortgage and how long the owner has been paying 
it. Additionally, the value of the housing produced can vary dramatically from 
homes of the same cost. The numbers shown in this paragraph are arbitrary 
and are used to demonstrate a point. 
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except for what goes towards property taxes and interest. If we view 

homeowners as landlords and their own tenants we see they pay less in tax. 

Homeowners pay tax on the income they invest in housing, minus interest and 

property tax, just like the landlords, but they do not pay tax on the rent they 

receive from themselves.

The exemption of imputed rental income favors those who own, and those 

who produce more valuable housing. 

Capital Gains in Homes:

The exemption of capital gains is the last significant subsidy of 

homeownership. A capital gain is any increase in the value of an asset. A 

homeowner that purchased a home for $100,000 and sold it for $150,000 would 

experience a capital gain of $50,000. For long term investments any capital gain 

is subject to the capital gains tax rate, which is lower than the income tax rate. In 

2006 the rates for capital gains were 5% for the bottom two tax brackets and then 

15% for the other three brackets.38,39

Homes that increase in value receive a large exemption from the already 

beneficial capital gain tax. Currently any gain from a home less than $250,000 for 

individuals, or $500,000 for married couples, is completely exempt from 

38 Bell, Kay. "Capital Gains Home-sale Tax a Boon for Owners." Bankrate.com. 
October, 2004

39 Those rates are currently 0% and 15% respectively. They are expected to 
increase in 2011.
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taxation.40 

Vertically, the favorable treatment of capital gains in homes is regressive. 

Those who make more are more likely to own and therefore more likely to 

benefit.41 Additionally, high income groups benefit more than lower income 

homeowners because they would be paying higher tax rates. Since the limits on 

what can be excluded are so high, the regressivity extends until the very highest 

income groups, where households begin to pay capital gains, and the decline in 

proportional amount spent on housing, makes it progressive. 

Horizontal equity favors homeowners whose home increases in value. 

Owners are favored more than renters, and in normal circumstances, those who 

invest in their homes are favored over those who invest elsewhere. Those who 

live in markets with speculative behavior also stand to gain more, as they are 

more likely to see quick and significant gains in the value of their home. 

Viewing this policy in the aggregate gives us the ability to compare the 

equity between the entire group of homeowners to the entire group of renters. In 

2006 the capital gains exemption meant a loss of 24.1 billion dollars.42 This lost 

revenue gives us a dollar amount to how favored the group of homeowners is. 

We can also see the average benefit per household. In the same year there were 

approximately 5 million primary home sales.43 This translates to about $5,100 of 

40 Bell, Kay. "Capital Gains Home-sale Tax a Boon for Owners." Bankrate.com. 
October, 2004

41 See table 2.4
42 The Joint Committee on Taxation; S-2-06
43 National Association of Realtors; Existing Home Sales
American Housing Survey; Tenure Choice Table 
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benefit per household on average that owners receive but renters do not. 

Extending our stock market analogy from the previous section we can see 

how horizontal equity applies when we look at those who invest in housing as 

opposed to those who invest elsewhere. When a stock that has increased in 

value is sold that realized gain is subject to capital gains taxation. If the same 

capital had been invested in a home and that home had gained in value no taxes 

would be paid in most cases. The amount the group who invests in a homes is 

favored over those who invest elsewhere is again 24.1 billion dollars.44 

Benefits Given to Renters:

Renters might not be left out of this subsidization all together. Landlords 

can also deduct loans and property taxes, these savings can then be passed on 

to renters who benefit from having lower rent. If this is the case we must amend 

the conclusions reached in the first two sections of this chapter. When renters 

receive the benefit as well as homeowners the horizontal equity implications shift 

to favoring those who, on average, spend more on housing than the others in 

their tax bracket. This encourages all tax payers, owners and renters alike, to 

consume more housing than is efficient. 

Renters do completely miss out on imputed rental income and capital 

gains exemptions. These two provisions alone constitute a significant benefit 

given solely to homeowners. 

44 Those who own are by definition investing in the housing market. 
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Conclusions:

As a whole the benefits given to homeowners represent a significant 

inequity in our tax system. It is regressive until the we reach the highest wage 

earners, where it becomes progressive. Our treatment of homeowners and 

renters provides strong incentives for the increased consumption of housing and 

creates a preference for owned homes. Our housing policies, and the inequities 

they create, could be warranted if there was a resulting increase in overall 

wellbeing. In the next chapter we must look for any justification of this inequality. 
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Chapter 3: Externalities of Homeownership. 

One of the most common, and most convincing, justification of any tax is 

the presence of externalities. Externalities are any non-direct effect, normally a 

cost or benefit, that an action create. Most industrial manufacturing produces 

pollution. This pollution is an negative externality, a cost,  that the manufacturing 

creates. In absence of a corrective tax, the producer does not have to pay for this 

cost and it is therefore borne externally. Externalities can also be positive. For 

example, education, in addition to producing more productive people, lowers 

crime rates, a benefit to everyone else. We, as a society, want to encourage 

behavior that creates positive externalities and discourage behavior that creates 

negative externalities. Frequently we use our tax system to achieve that end.

In more specific terms we want to tax activities that create negative 

externalities and subsidize those that create positive externalities in the amount 

of the externalities they create. Doing this ensures that the price of the good 

reflects the true marginal cost.45 This in turn ensures that activity will occur at the 

most efficient level. A variety of positive externalities can serve as a strong 

rational for the use of public funds to pay for private goods and even justify the 

inequity it may create.

Any conversation about the support of homeowners will invariably involve 

the positive externalities associated with homeownership. We must look for the 

45 Bruce, Neil. "Public Finance and the American Economy." Addison- Wesley 
Longman.  2001
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externalities that the subsidy to homeowners create because it is the best way 

we can justify the subsidy's existence. If we find positive externalities, 

subsidization should result in more homeowners and therefore more of the 

positive externalities we enjoy. A lack of these positive externalities, or the 

existence of many negative externalities, would call into question the existence of 

such a strong favorable treatment towards homeowners. 

In this chapter we will look at at both the positive and the negative 

externalities that homeownership creates. Particular effort must be made to 

differentiate between benefits that are enjoyed solely by the owner and positive 

externalities enjoyed by others in society, as only the positive externalities can be 

used to justify the favorable treatment. 

There is also considerable difficulty in quantifying some of these 

externalities. Many of them are inherently qualitative. The externalities that are 

quantitative by nature are difficult to account for because of the nature of the 

information collected. At the end of this chapter we should hopefully be able to 

say if, as a whole, the externalities created by homeownership are positive, 

negative or a wash.  

Longterm Investments in the Community:

One of the most visible externalities created by homeowners is the 

increased willingness to make long term investments in the community. This 
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externality is derived from two factors. First, as home values can be significantly 

affected by quality of the community, it is in a homeowner's best interest to vote 

and act in ways that will benefit the community in the long term.46 Second, given 

the higher transaction costs associated with owning a home, those owning are 

more likely to live in a particular community for a longer period of time, again 

giving them the incentive to invest in the long term. 

The community is one of the most significant factors effecting a home's 

value.47 Crime rates, a clean environment, the availability and quality of public 

goods all have sizable effects on average home prices.48 Since homes are such a 

major investment it makes perfect sense that an owner would vote to increase or 

maintain high levels of these goods.

The increased transaction costs associated with owning49 slows the rate at 

which people move when they own. Homeowners are more likely to spend an 

extended period of time in a given community.50 Additionally should something go 

wrong it would be more expensive and take longer to relocate. This again creates 

an incentive to invest in the community and adds a specific preference for long 

term investments. 

46 Fischel, William A. "Home voters, Municipal Corporate Governance, and the 
Benefit View of the Property Tax." National Tax Journal. March, 2001 
Pg.157-174

47 Ibid.
48 National Association of Realtors. "NAR Letter to the President's Advisory 

Panel on Tax Reform." October, 2005
49 Buying and selling a home can be quite expensive, both with respect to time 

and money. 
50 DiPasquale, Denise; Glaeser, Edward. "Incentives and Social Capital: Are 

Homeowners Better Citizens?" Academic Press, Journal of Urban 
Economics. 1999 Pg.354-384
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We can use the condition of surrounding streets as an indicator of the 

preference for longterm common goods. We see that owners are more likely to 

be near roads that are in good condition. Higher levels of homeownership have 

been shown to increase investment in the community in academic work as well, 

especially in regards to the amount spent on education and law enforcement.51,52 

These investments in the community normally come in the form of 

willingness to pay higher taxes when they are used for local goods like education 

or law enforcement, but homeowners are also more likely to give personally. 

Personal investments come in the form of both money and time. The General 

51 Follain, James R; Ling, David C. "The Federal Tax Subsidy to Housing and 
the Reduced Value of the Mortgage Interest Deduction." National Tax 
Journal. June, 1991 Pg.147-168

52 Rossi, Peter H.; Weber, Eleanor. "The Social Benefits of Homeownership: 
Empirical Evidence from National Surveys." Fannie Mae Foundation, 
Housing Policy Debate. 1996

Table 3.1: Condition of Streets Near Homes

Total 
All roads near homes106,007 72,246 33,832
No repairs needed  63,896 45,288 18,608

36,031 23,078 12,954

6,150 3,880 2,270

33.99% 31.94% 38.29%

5.80% 5.37% 6.71%

(All figures are estimates based on samples, numbers in thousands)
Derived From AHS table a6-3 year 2007

Owned 
Homes

Rented 
Homes

Minor repairs 
needed
Major repairs 
needed
% of roads 
needing minor 
repairs
% of roads 
needing major 
repairs
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Social Survey finds homeowners more likely to give money to local improvement 

groups, serve on the committees of those groups and be a member of a group 

trying to solve a local problem.53 The rates are about 27%, 49%, and 63% higher 

than renters, respectively. 

These public and common goods are in fact good things to have. 

Therefore any policy that, in addition to it primary function, also causes an 

increase in the willingness to provide these goods, would be creating a positive 

externality. However, this externality on its own cannot justify the subsidy to 

homeowners. If this was the only positive externality it would make far more 

sense to subsides these community investments directly.  We can use this as a 

part of the overall argument for our preferential treatment of homeowners. 

Political Involvement:

It has long been known that homeowners are more likely to become 

involved in politics, particularly at the local level.54 As with the investments in the 

last section this increased political activity can be attributed to the longer 

expected association with the community.55 

They are more likely to work in campaigns, contribute money and vote in 

53 Rossi, Peter H.; Weber, Eleanor. "The Social Benefits of Homeownership: 
Empirical Evidence from National Surveys." Fannie Mae Foundation, 
Housing Policy Debate. 1996

54 Ibid. 
55  DiPasquale, Denise; Glaeser, Edward. "Incentives and Social Capital: Are 

Homeowners Better Citizens?" Academic Press, Journal of Urban 
Economics. 1999 Pg.354-384
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elections, overall 3% more of homeowners report to be interested in public 

affairs.56 They are also better at identifying the elected officials that represent 

them, about 59% more of homeowners can name the governor than renters and 

there is a 110% increase when it comes to naming their congressman.57 

Does this constitute a positive externality? Wide spread participation in the 

political process is commonly thought to insures that a variety of views are 

represented. However, the strong institutions and widely available access to the 

political process should insure that all views will be heard. At some point there 

must be a diminishing return to political activity.58 

Additionally, longterm investments, which we addressed in the last section, 

account for a portion of the increased political involvement we see.  While this is 

certainly not a negative externality, it can not be counted as a benefit created by 

homeowners either. 

Social Involvement:

Another long held view used to justify the favorable treatment of 

homeowners is an increase in sociability. It is commonly thought that 

homeowners are more likely to be members of social groups and that those 

56 Rossi, Peter H.; Weber, Eleanor. "The Social Benefits of Homeownership: 
Empirical Evidence from National Surveys." Fannie Mae Foundation, 
Housing Policy Debate. 1996; 

Based on the American National Elections Survey and the General Social Survey 
57 Ibid.
58The Law of Diminishing Marginal Returns
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social groups, and ties to others in the community, in turn create or constitute 

positive externalities. 

In reality homeowners do not necessarily have higher participation in 

social groups. While some studies and surveys show increased social interaction 

with homeowners59, others do not. The National Survey of Families and 

Households and the General Social Survey give conflicting results when it comes 

to general categories like group membership.60 For example, the NSFH finds a 

41% increase in organizational membership, but the GSS finds no significant 

difference in membership of “unions, fraternal group, hobby group, farm, or 

school group.”61 When they do not conflict directly, there is no clear advantage 

given to homeowners. In some categories like spending evenings with relatives 

homeowners participate more; in others, like socializing with co-workers and 

neighbors, homeowners score lower than renters.62 

We can not use social involvement as part of the rationale for the support 

of owner-occupied housing. The definition of civic involvement is slightly 

subjective, but when we look at all of the data the conflicting scores makes it 

hard to show homeowners as clearly being more involved. Even if the evidence 

59 Dietz, Robert D. "The Social Consequences of Homeownership." Ohio State 
University and the Center for Urban Regional Analysis. June, 2003

60 Rossi, Peter H.; Weber, Eleanor. "The Social Benefits of Homeownership: 
Empirical Evidence from National Surveys." Fannie Mae Foundation, 
Housing Policy Debate. 1996

61 Ibid.
62 Rossi, Peter H.; Weber, Eleanor. "The Social Benefits of Homeownership: 

Empirical Evidence from National Surveys." Fannie Mae Foundation, 
Housing Policy Debate. 1996; 

Based on the National Survey of Families and Households and the General 
Social Survey
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had gone one way or the other, it would still be hard to count this as an 

externality because the effect would be hard to qualify as a benefit or cost.

Increased Upkeep of Homes:

Homeowners are also frequently cited as keeping their home in better 

condition than renters do. This higher level of maintenance is seen as a good 

thing, and therefore a small justification for the subsidization of homeowners. 

There is evidence supporting this claim, and while many of the metrics are fairly 

superficial, e.g., a significant increase in the amount of cosmetic gardening63, an 

overall assumption extending to other forms of general maintenance is not 

unreasonable.

63 Glaeser, Edward L; Shapiro, Jesse M. "The Benefit of the Home Mortgage 
Deduction." The University of Chicago Press, Tax Policy and the 
Economy. , 2003 Pg.37-82
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Table 3.2: Rented Homes with Physical Problems

Income
Total 35,045 1,077 2,401 3 7

Less than $5,000 3,089 109 290 4 9
$5,000 to $9,999 2,928 122 213 4 7

$10,000 to $14,999 3,154 125 255 4 8
$15,000 to $19,999 2,593 93 220 4 8
$20,000 to $24,999 2,725 91 200 3 7
$25,000 to $29,999 3,869 100 271 3 7
$30,000 to $34,999 2,473 61 187 2 8
$35,000 to $39,999 1,972 59 121 3 6
$40,000 to $49,999 3,252 105 169 3 5
$50,000 to $59,999 2,456 61 147 2 6
$60,000 to $79,999 3,252 61 189 2 6
$80,000 to $99,999 1,442 41 72 3 5

$100,000 to $119,999 790 28 22 4 3
$120,000 or more 1,050 19 45 2 4

(All figures are estimates based on samples, numbers in thousands)
Derived From AHS table 4.12 year 2007

Rented 
Homes

Serious 
Problems

Moderate 
Problems

% with 
Serious

% with 
Moderate

Table 3.3: Owned Homes with Physical Problems

Income
Total 75,647 729 1,565 1 2

Less than $5,000 2,215 79 88 4 4
$5,000 to $9,999 1,873 34 137 2 7

$10,000 to $14,999 2,885 39 156 1 5
$15,000 to $19,999 2,728 31 98 1 4
$20,000 to $24,999 3,016 28 118 1 4
$25,000 to $29,999 5,626 78 129 1 2
$30,000 to $34,999 3,503 48 113 1 3
$35,000 to $39,999 3,298 25 53 1 2
$40,000 to $49,999 6,444 44 161 1 2
$50,000 to $59,999 6,308 74 77 1 1
$60,000 to $79,999 11,023 84 199 1 2
$80,000 to $99,999 8,169 58 98 1 1

$100,000 to $119,999 5,834 32 46 1 1
$120,000 or more 12,725 75 92 1 1

(All figures are estimates based on samples, numbers in thousands)
Derived From AHS table 3.12 year 2007

Owned 
Homes

Serious 
Problems

Moderate 
Problems

% with 
Serious

% with 
Moderate
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In fact we can see from a cursory look at the two tables above that better 

upkeep might extend beyond the well established gardening example. 

Homeowners have significantly lower levels of both serious and moderate 

physical problems in their dwellings across all income levels. Below we can see 

that renters have a higher instance of holes, peeling paint and exposed wiring. 

The tables below also show that owners are less likely to have litter on the 

streets or properties near their own property. While these tables do not take into 

account income, they can add to the income controlled data from tables 3.2 and 

3.3. 

Table 3.4: Other Flaws in Homes

Total 
Total 108,055 73,804 34,251
Holes in floors  1,083 477 607

5,310 2,772 2,538

2,186 1,075 1,110
Exposed wiring  1,082 608 475

1.00% 0.65% 1.77%

4.91% 3.76% 7.41%

2.02% 1.46% 3.24%

1.00% 0.82% 1.39%
(All figures are estimates based on samples, numbers in thousands)
Derived From AHS table a6-3 year 2007

Owned 
Homes

Rented 
Homes

Open cracks or 
holes (interior)  
Broken plaster or 
peeling paint 
(interior) 

% with Holes in 
floors  
% with Open 
cracks or holes 
(interior)  
% with Broken 
plaster or 
peeling paint 
(interior) 
% with Exposed 
wiring
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The difficulty comes when translating this 'positive' action into a positive 

externality. Even if homeowners are more efficient at allocating resources for 

upkeep,64 it would be difficult to make the case that others benefit. The benefit 

from an additional maintenance would be received almost completely by the 

household. The litter accumulation in table 3.5 helps to demonstrate that these 

benefits can extend to others around owned households, even if only in a 

minimal way. 

It is hard to use the increased upkeep of homes as a justification of the 

favorable treatment of homeowners. Most, if not all, of the meaningful benefit is 

captured by the individual. The benefits extended to others, in the form of nicer 

64 A possibly problematic assumption, as the market should force landlords to 
allocate resources efficiently. 

Table 3.5: Presence of Litter Near Homes

Total 
Total 108,055 73,804 34,251
None  98,294 69,019 29,275
Minor accumulation 7,166 3,399 3,767
Major accumulation 2,595 1,386 1,209

6.63% 4.61% 11.00%

2.40% 1.88% 3.53%
(All figures are estimates based on samples, numbers in thousands)
Derived From AHS table a6-3 year 2007

Owned 
Homes

Rented 
Homes

% of adjacent 
property with 
minor litter
% of adjacent 
property with 
major litter
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surroundings, is a bit trivial in nature. 

Benefits to Children:

One of the strongest benefits from homeownership centers around the 

children in those homes. Children who live in owned homes do better in school 

are less likely drop out, and are less likely to get arrested.65 These benefits still 

show when income and other family factors are adjusted for. 

Children are also a prime target of this subsidy because they live 

disproportionally in rented housing. If the favorable treatment of housing does 

increase ownership levels, it probably affects children proportionally more than 

adults. If favorable treatment does not increase ownership, then the subsidy only 

serves to increase the well being of households that already rent. This is also 

less problematic to justification. A strong argument can be made that it is 

65 Rossi, Peter H.; Weber, Eleanor. "The Social Benefits of Homeownership: 
Empirical Evidence from National Surveys." Fannie Mae Foundation, 
Housing Policy Debate. 1996

Table 3.6 Tenure by Majority 

% Owning % Renting
Total Population 278,738 197,771 80,968 70.95 29.05
Children 71,138 48,035 23,103 67.52 32.48
Adults 207,600 149,736 57,865 72.13 27.87
(All figures are estimates based on samples, numbers in thousands)
Derived From AHS table 2.9 year 2007

Total 
Population

Living in 
Owned 
Housing

Living in 
Rented 
Housing
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reasonable for society to help pay for the personal benefits that children of 

owners receive, because they are children. 

Tying better school performance with the preference to provide better 

public goods, in this case public schools, yields a better education for children 

whose parents are homeowners. Education gives us the best, most established 

evidence of positive externalities. Better educated children mean better educated 

adults and a more productive economy in the future. Since education is an 

investment that generates a real return, we can justify part of the of the subsidy 

on this basis. 

Frictional Unemployment:

Homeownership can contribute to the frictional unemployment in the 

economy.66 The increased transaction cost cited in the longterm investment 

section serve as an additional hurtle when relocation is needed. The cost and 

time associated with having to sell a home to move to new employment is a 

burden that renters do not have to face. 

The indirect cost of this arrises, and becomes a negative externality, when 

the local housing market is not performing well. In poorly performing housing 

markets it can be difficult or impossible to find a buyer for a home. Many 

households are unable to relocate until their house is sold, so any nonessential 

66  DiPasquale, Denise; Glaeser, Edward. "Incentives and Social Capital: Are 
Homeowners Better Citizens?" Academic Press, Journal of Urban 
Economics. 1999 Pg.354-384
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time spent waiting is time that would otherwise be productive in the economy as 

a whole. 

As we can see there is some evidence to support this. In 1981 and 1991, 

both years when the economy was going through a recession, we can see a 

decrease in the percentage of households that moved, and an increase in the 

percentage of movers that were renting. This is consistent with the theory that 

owners might not be able sell their houses when the economy is not preforming 

well. 

The decreased value of a home can delay relocation or prevent it entirely, 

even if a buyer could be found. Some households may choose to stay 

unemployed or underemployed in hopes of their homes revaluing. In these 

situations the homeowner pays most of the penalty associated with being 

trapped in their homes, but there are negative externalities felt by society as well. 

When homeownership leads to unemployment it also leads in turn to, an under 

Table 3.6 : Moving Rates by Year
Year 1981 1985 1987 1989 1991
Total Households 83,175 88,425 90,888 93,683 93,147
All Movers 10,933 16,136 16,534 16,198 15,767
Renters Moved 7,619 10,702 11,019 10,910 10,808
Owners Moved 3,314 5,434 5,515 5,288 4,959

69.69% 66.32% 66.64% 67.35% 68.55%

13.14% 18.25% 18.19% 17.29% 16.93%
(All figures are estimates based on samples, numbers in thousands)
Derived From AHS table 2-10 years 1981, 1985, 1987, 1989, 1991

% of movers that 
were renters
% of households that 
moved
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performing economy, an economy that is slower to respond to change.67 Why 

should we be paying for an economy that takes longer to reallocate labor? 

Economic Segregation:

Recently there has been more literature concerning economic segregation 

fueled by homeowners.68 While many positive effects are fueled by a desire to 

keep home prices high there is also a darker side. Neighborhoods and 

communities with uniformly high income individuals preform better than those 

with mixed income groups. Homeowners then seek to exclude lower income 

groups from moving into the community in order to protect the value of their own 

home. 

The clearest example of this centers around affordable housing projects 

that receive substantial opposition from high income communities.69 We can also 

see evidence of this bias in building codes, many of which are structured to keep 

areas homogenous.70 To a lesser extent, homeowner's associations and 

developers both create a similar result. By setting standards for a community 

they can establish who is able to afford to live in a given neighborhood. 

67  Glaeser, Edward L; Shapiro, Jesse M. "The Benefit of the Home Mortgage 
Deduction." The University of Chicago Press, Tax Policy and the 
Economy. , 2003 Pg.37-82

68  Belsky, Eric; Lee, Kwan; von Hoffman, Alexander. "The Impact of Housing on 
Community: A Review of Scholarly Theories and Empirical Research." 
Joint Center for Housing Studies, Harvard University. March, 2009

69 Ibid.
70 Ibid.
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We can clearly see that homeowners are less likely to live near a wide 

variety of undesirable properties. As evident from above homeowners choose to 

avoid, or structure communities to prevent, neighbors that will negatively impact 

the value of their home. This behavior almost certainly applies to neighboring 

households as well. Owners will choose to stay away from renters and will 

prevent renters from moving in nearby.  

Economic segregation is a significant negative externality. It limits access 

to social and economic opportunities, especially for the lower income 

households.71 This limited access could result in not only an under preforming 

economy but also the existence of less economic mobility, a value as 

fundamental in our society as the ideal of owning a home. 

Stemming from the differences in average income between different 

71 Belsky, Eric; Lee, Kwan; von Hoffman, Alexander. "The Impact of Housing on 
Community: A Review of Scholarly Theories and Empirical Research." 
Joint Center for Housing Studies, Harvard University. March, 2009

3.7: Homes Near Undesirable Properties

Total 
110,692 75,647 35,045

33,988 15,750 18,238

Industrial or factories  4,962 2,298 2,665

17,864 9,361 8,503

% Near Commercial 30.71% 20.82% 52.04%
% Near Industrial 4.48% 3.04% 7.60%
% Near Highways 16.14% 12.37% 24.26%
(All figures are estimates based on samples, numbers in thousands)
Derived From AHS table a6-3 year 2007

Owned 
Homes

Rented 
Homes

Commercial or 
institutional  

4-or-more-lane highway, 
railroad, or airport 
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communities is a corresponding difference in the availability and quality of the 

public goods offered. Many local services are paid for by that particular 

community. The economic segregation addressed in the last section results in 

high income communities and low income communities which then result in 

communities with high levels of public service and others with low levels of public 

service. 

Education is particularly susceptible to this effect and can demonstrate it 

effectively. Poorer children live the lower income communities that are the least 

able to pay for good public schools. As a result there is a substantial decrease in 

academic performance between the children of low income households and 

communities and those from high income households and communities.72

Segregation of any type is negative for the whole of society. It reduces 

productivity and leads to an increasingly fragmented culture. 

Decreased Crime:

Areas with higher levels of homeownership have lower levels of crime.73 

But, does a causal relationship exist? The variable with the strongest correlation 

to crime is income, especially when it comes to non-violent crime. The 

relationship between crime and homeowners is probably due in large part to the 

72 Glaeser, Edward L; Shapiro, Jesse M. "The Benefit of the Home Mortgage 
Deduction." The University of Chicago Press, Tax Policy and the 
Economy. , 2003 Pg.37-82

73 Dietz, Robert D. "The Social Consequences of Homeownership ." Ohio State 
 University and the Center for Urban Regional Analysis. June, 2003
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correlation between homeownership and income. 

As we can see from above several key measures relating to crime there is 

a strong correlation with ownership. The observed decrease in crime is likely a 

result of the economic segregation discussed in the last section. Crime is not 

being decreased so much as concentrated in the lower income areas, areas that 

coincide with renting.74 An increase in real income is what is needed, not a switch 

74  Belsky, Eric; Lee, Kwan; von Hoffman, Alexander. "The Impact of Housing on 
Community: A Review of Scholarly Theories and Empirical Research." 
Joint Center for Housing Studies, Harvard University. March, 2009

Table 3.8: Indicators of Crime
Total Owners Renters

Total 110,692 75,647 35,045
Serious Crime 17,156 9,797 7,360
Total Buildings Near by 107,285 72,771 34,514
No Vandalism 98,660 67,929 30,731
1 building with Vandalism 2,675 1,504 1,171

2,945 1,359 1,586
Not reported  3,005 1,979 1,026
No bars on windows 92,382 65,231 27,151
1 building with bars  1,902 1,184 719

8,619 3,801 4,817
Not reported  4,383 2,555 1,827

99,311 68,254 31,057

8,029 5,307 2,722
Not reported  3,352 2,086 1,266
% with Serious Crime 15.50% 12.95% 21.00%
% with Vandalism 5.24% 3.93% 7.99%

9.81% 6.85% 16.04%

89.72% 90.23% 88.62%

More than 1 building 
with

2 or more buildings 
with bars  

Satisfactory police 
protection  
Unsatisfactory police 
protection 

% with Bars on 
Windows
% with Satisfactory 
Police Protection 
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in tenure choice.  It is hard to use a decrease in crime as justification of the 

ownership subsidies because causality is especially hard to establish.

Increasing Cost of Capital:

All of the subsides towards homeownership encourage not only owning a 

home, but also, devoting more resources towards homes. Encouraging the 

consumption of housing diverts capital away from all other productive uses.75 The 

increased demand on resources increases their cost, decreasing access to 

resources by other industries. More expensive resources lower production and 

slows innovation in unsubsidized industries. 

When we give subsidies to owners, or in consumers of housing in general, 

we lower the cost of acquiring capital to produce housing. A homeowner that 

would pay 5% on their mortgage without subsidies might only pay 4% with 

subsidies.76 While owners are paying the 4%, the lenders in the market are still 

receiving 5%, the difference being made up by the subsidy. The lower rates 

consumers are getting encourage increased consumption. Since demand for 

housing, and the resources used to produce it, has shifted up, the price for 

housing, and those resources, increases as well. This means that the market rate 

for resources must go up as well. In the case of loaned capital the market rate of 

75 White, Lawrance J; White, Michelle J. "The tax subsidy to owner-occupied 
housing: Who benefits?." Journal of Public Economics. February, 1977b 
Pg.111-126

76 These rates are hypothetical and used to demonstrate a point.
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5% must go up to say 5.5%. This makes logical sense. If the housing market as a 

whole needs more money loaned to it, they will have to pay an increasing rate to 

get it. Owners of the capital that is loaned out are now receiving 5.5%, up from 

5%, because more resources are needed for housing. Homeowners are now 

paying 4.5%, down from 5.5%, because the subsidy lowers the price for them, 

but up from 4%, since they are consuming more.  

This changes the rate they all other actors in the economy must pay to 

secure resources. Once risk is arbitraged, all uses of capital have to yield the 

same rate of return. Before the subsidy other uses of capital had to yield a return 

of 5% + risk. After the subsidy other uses of capital must yield a return of 5.5% + 

risk. Fewer other uses will be meet the higher return. This extends from the 

loaned capital market to the allocation of all capital, those who own capital and 

do not lend it to others are essentially lending the capital to themselves.

When we compare the capital allocation of our economy to the capital 

allocation of other economies we can see some distinct differences. Among the 

G7 countries, the United States is one of the highest allocators of capital to 

residential housing. In 1996 U.S. spending on residential structures as a ratio to 

GDP was .2977, compared to the U.K.'s .19 or Japan's .20.78 Consequently, when 

we look at the ratios for commercial structures to GDP or capital formation to 

GDP the U.S., ranks last. In the United States, the ratio of commercial structures 

77 That is to say that spending on residential structures was approximately 29% 
of the size of the GDP.  

78 Billings, Anthony B. “Capital allocation: how the US compares with other 
major industrialized nations.” Applied Economics. Volume 28, March, 1996 
Pg. 353-362
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to GDP is .14 and capital formation to GDP is just .16. Those numbers for the 

U.K., Germany and Japan are; .26, .21; .31, .21; .16, .30.79 It makes sense that 

the favorable treatment of housing in the U.S., would raise the amount of capital 

allocated to housing in comparison to other countries. While the data presented 

above is from 1996, there has not been a significant shift in our housing policy 

since then. Additionally, a study by Mills, Brillembourg and Davis in 1987 also 

found significant evidence for the overallocation of housing in the U.S., 

suggesting that this is a long term trend, likely to continue unless changed by a 

shift in policy.80

Since our system lowers the price of housing for all owners there is an 

increase of money spent on owned housing. Those who are consuming more 

housing but did not switch to owning are over consuming. It is this 

overconsumption that drives the price of all capital up.  The exclusion of capital 

gains encourages people to keep their resources in the housing market and adds 

to overconsumption. Any resources used to consume excess housing are being 

less productive. A less productive economy is an externality that everyone 

experiences.

Dependence on Real Estate Market:

79 Billings, Anthony B. “Capital allocation: how the US compares with other 
major industrialized nations.” Applied Economics. Volume 28, March, 1996 
Pg. 353-362

80 Ibid. 
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 For most of those who own, their homes represent both the largest single 

investment and the majority of all their investments.81,82 The tax advantages of 

homeownership perpetuate this. In addition to the actions that relying on home 

value create, e.g., voting behavior or economic segregation, we must also ask 

ourselves if we should continue to encourage people to invest so heavily in one 

area. While lack of diversity in any one household's portfolio might not constitute 

an externality, when it is aggregated across all households this lack of diversity 

does become a negative externality. 

Our treatment of homeowners, particularly the deduction of mortgage 

interest, gives a strong incentive for individuals to hold debt that is secured by 

their homes. A household in the 25% tax bracket would be receiving 25% off the 

interest rate they are paying on their mortgage. This decreased rate encourages 

households that might otherwise pay off a mortgage to maintain their debt and 

invest in other places. Holding higher levels of debt in a home increases the 

dependence on the home's value.  Leveraged investing also results in a more 

volatile market for both housing and whatever market is invested in.

Since houses are an investment we see behavior seen in other investment 

markets. Due to the high cost of homes, households are dependent on maintaing 

the value of their house for future income. Speculative behavior seen in housing 

bubbles is directly related to homes serving as an investment. The exclusion of 

81 Fischel, William A. "Home voters, Municipal Corporate Governance, and the 
Benefit View of the Property Tax." National Tax Journal. March, 2001 
Pg.157-174

82 In 2006 689 billion dollars was spent on acquiring residential housing,  but 
only 646 billion dollars was spent on other financial assets.
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capital gains adds to this by making it possible to receive large gains tax free. 

Since so many households are dependent on the value of their homes the 

economy as a whole becomes dependent on the housing market. When the 

housing market experiences a down turn the rest of the economy, including those 

who don't own, suffers as well. 

Mortgage backed securities are a key component in this system. The 

existence of a large market financing is necessary to maintain high levels of 

homeownership, as fewer people could finance a home without a mortgage. If 

our subsidy of homeowners was lower, or didn't exist at all, the mortgage market 

would be smaller. A smaller mortgage market would have less of an effect on the 

economy. 

Tying the growth of the economy unnecessarily to housing, or to any 

single part, would seem unwise.  

Liquidity Issues:

Most of the time homes are a fairly liquid asset. A buyer or equity secured 

loan can be found relatively quickly, giving owners quick access to the value 

stored in their home. When loanable funds dry up, this changes quite 

dramatically. It becomes difficult or impossible for households to access the 

equity in their home. For households that can stay in their home for an extended 

period of time or do not need the equity they have built up, this is not a problem. 
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Other households need to access equity in their homes, or change the terms of 

their mortgage, especially in the times of economic difficulty that are likely to 

occur when it is difficult to get a loan. 

The basic premise of subsidizing owner-occupied housing is that owning 

will look more attractive and more households will do it. In a society where 

owning a home is so highly valued, much of the increase in homeownership must 

come from household that might not otherwise be able to afford owning. These 

households that could not afford owning otherwise are the ones that are the most 

likely to need the equity in their home during difficult economic times.

This is probably not an externality so far as it can be separated from the 

overall dependence on the housing market and the increased difficulty in 

relocation83. The cost associated with not being able to remove equity from a 

home is probably borne by the owner and little of it passed on to others. 

Conclusions:

We can classify the externalities that are commonly cited for or against our 

treatment of homeowners into three basic categories. First, there are those that 

are clearly positive externalities. These externalities provide real benefits to all of 

society and can serve to justify our encouragement of owning a home. Second, 

there are the effects that are clearly negative externalities, that are detrimental to 

83 As well as the resulting effects from that increased dependence and difficulty 
moving
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society and would warrant the discouragement of the underling behavior instead 

of our encouragement. Finally, there are the externalities that do not aid in the 

argument one way or the other. Items fall into this category due to conflicting 

effects generating a neutral result or because the effect is not felt by others and 

therefore not an externality. 

Increased longterm investment in communal goods and the benefits 

experienced by children both clearly fall into the our first category of positive 

externalities. These benefits are shared by all and therefore justify encouraging 

homeownership in order to increase these effects. 

We can place economic segregation, the increased dependence on the 

housing market and the increased cost of capital to other users all in our second 

category. All of these externalities are things we want to discourage as much as 

possible. Subsidizing activities that generate these effects is the last thing that 

should happen.

Everything else falls into our third category. While mostly good, these 

effects are either inconclusive or fail to expand their benefits to others. Since 

others do not benefit, or suffer, these fail to meet the requirement necessary to 

justify a corrective subsidy, or tax. 

Combining these categories to arrive at a final conclusion is highly 

subjective. The difficulty in quantifying the size of the externalities and 

establishing causality makes it almost impossible to determine the collective 

amount and direction of any external effect. Any assessment, whether for or 
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against, must arrive at the conclusion that the overall effect of the externalities is 

small. 

The body of economic work in the field has almost completely agreed that 

there are almost no consequential positive effects derived from the preferential 

treatment of homeowners. Their conclusions are made on the basis of size of the 

effect and trivial nature of the benefit. Many of these works fail to look at the 

negative social effects that the policy creates and those that do cite the lack of 

wide spread research done in the area.84 It is likely that the actual effects of our 

system of homeownership are more negative than current writings reflect. 

In my estimation current homeownership generates an overall negative 

externality. The most fervent supporters of the subsidization rely on the social 

benefits of home owning, but overlook the faults that form as a result of changed 

behavior. Giving individuals a stake in their community is good, but the negative 

social effects outweigh the positive. These negative effects can be attributed to 

our treatment of owners and not necessarily ownership itself. 

Our treatment of homeowners is inefficient. It causes an overconsumption 

of housing and produces no benefit for the rest of society.

84. Belsky, Eric; Lee, Kwan; von Hoffman, Alexander. "The Impact of Housing on 
Community: A Review of Scholarly Theories and Empirical Research." 
Joint Center for Housing Studies, Harvard University. March, 2009
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Chapter 4: Conclusion

In chapter two we established that the favorable treatment of homeowners 

is unfair. It gives a strong incentive to own a home over renting a home. Our 

treatment of homeowners is also regressive, benefiting middle and upper-middle 

income earners the most. In the abstract these policies redistribute income from 

renters and low income earners to owners and higher income earners, 

respectively. 

To justify this redistribution we must see clear evidence that homeowners 

provide some type of positive externality for all of society. The most optimistic 

evaluation of the current data concludes with only moderate evidence of positive 

externalities.

Even those who believe that encouragement of homeownership provides 

serious benefits to society must question the structure. Our current tax code 

provides the largest aid to the those who are not in the greatest need. Many, if 

not all of the household in the highest benefit groups would likely own regardless 

of any significant subsidy. Lower earners represent many who can not afford to 

own but might switch to owning with increased subsidization. Additionally, once a 

household owns it is unlikely they will return to renting. Funds that go towards 

households that already own would better served if they were directed to those 

who were not yet owners instead. 
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The purpose of a subsidy, or corrective tax, is to achieve the optimum 

level of consumption, not to specifically reward, or penalize, those who are 

consuming. Any households that would own on their own accord would produce 

those positive externalities regardless of our support.85 More to the point, any 

help will not increase the amount of the externalities that are produced by those 

who own regardless. The positive externalities that are generated are dependent 

on individuals owning, not on how much they spend on owning. It makes more 

sense to use funds that in our current system go to the households that are only 

increasing the amount of housing consumed and divert those resources to 

renters that switch to owning. This would increase ownership rates, and there by 

85This applies to both those who would own regardless of the reasoning behind 
it, i.e. income or previous history dictate it. 

Table 4.1 Home Ownership Rates 2007
Household Income  Renting Owning Total % Renting % Owning

Less than $5,000  3,164 2,612 5,776 54.78% 45.22%
$5,000 to $9,999  3,367 2,484 5,851 57.55% 42.45%

$10,000 to $14,999  3,292 3,541 6,833 48.18% 51.82%
$15,000 to $19,999  3,026 3,454 6,480 46.70% 53.30%
$20,000 to $24,999  2,969 3,697 6,666 44.54% 55.46%
$25,000 to $29,999  2,809 3,573 6,382 44.01% 55.99%
$30,000 to $34,999  2,426 3,763 6,189 39.20% 60.80%
$35,000 to $39,999  2,139 3,562 5,701 37.52% 62.48%
$40,000 to $49,999  3,058 7,060 10,118 30.22% 69.78%
$50,000 to $59,999  2,291 6,675 8,966 25.55% 74.45%
$60,000 to $79,999  2,655 11,425 14,080 18.86% 81.14%
$80,000 to $99,999  1,327 7,731 9,058 14.65% 85.35%

$100,000 to $119,999  624 5,378 6,002 10.40% 89.60%
$120,000 or more  793 9,975 10,768 7.36% 92.64%

Total  33,940 74,930 108,870 31.17% 68.83%
(All figures are estimates based on samples, numbers in thousands)
Derived From AHS tables 3.12 and 4.12 year 2005
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increase the externalities that go with them. 

For all of the lost revenue, there is surprisingly little evidence that our 

homeownership rate is any higher than it would be otherwise. Data from the year 

2000 ranks the United States behind both the U.K., and Canada in 

homeownership rates.86 This adds to the fact that we allocate more capital 

towards housing. Together they suggest that our system does little more than 

increase the amount of housing consumed but, does not change a household's 

tenure choice. 

If we truly wanted to build a stronger society, have the benefits that 

supports of owner occupied housing claim, it would make far more sense to 

directly pay for the goods we want. Funding programs directly eliminates the 

benefits being accrued by those who do not need them. In 2006 the partial 

exclusion of capital gains, deduction of mortgage interest and the deduction of 

property taxes cost the federal government 115 billion dollars in forgone 

revenue.87

Moving away from, or modifying, our treatment of owner-occupied housing 

could generate gains over the current system, but is unlikely to happen. There is 

overwhelming political and popular support for the favorable treatment of 

homeowners despite it's ineffectiveness and expense. Getting rid of favorable 

treatment seems impossible, but there are some changes that could improve the 

effectiveness of the program. Measures taken to target households that switch to 

86 http://www.nationmaster.com/graph/peo_hom_own-people-home-ownership 
87 Joint Committee on Taxation. “Estimates of Federal Tax Expenditures for 

Fiscal Years 2006-2010”

http://www.nationmaster.com/graph/peo_hom_own-people-home-ownership
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owning would help move the benefits away from the higher earners and those 

who would own anyway. 

While the body of economic work in the field has agreed that there are 

almost no consequential positive effects many fail to look at some of the major 

negative effects. The conclusion that subsidizing homeownership is a waste of 

money falls short of the reality that subsidization is, in this case, 

counterproductive. 

The favorable treatment of owner-occupied represents a significant 

redistribution of income away from poorer renters to wealthier owners. It provides 

no overall benefit to society and causes more issues than it solves. The current 

system should be replaced or repealed. While rhetoric might make subsidization 

of homeownership easy to sell, there is no good reason for its existence apart 

from the personal benefits given to those who are already well off.

“This is an outrage! Its the biggest tax increase in history.” - Homer

“Actually it is the smallest tax increase in history.” - Lisa

“Let the bears pay the bear tax. I pay the Homer tax.” - Homer 

“That's the home-owner's tax.” -Lisa 

“Well anyway I am still outraged.” -Homer 

from The Simpsons
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Appendix: 

In the course of writing this thesis I noticed a clerical mistake in a national data 

set. AHS year 2007 table 2-8, row 175, column D read 2,200, but should have 

read 22,200. After informing the U. S. Census Bureau this error was corrected 

and I received this email on April 20th, 2010. 

Hi David, 

I checked with our printed publication and you are right.  There is indeed a 
2 missing.  The value should be 22,200.  I will talk to my boss about the 
steps necessary to correct this error.  Thank you for calling our attention to 
it. 

If you have any questions or further issues please don't hesitate to contact 
us! 

Kimberly Geaghan
Survey Statistician
American Housing Survey
U.S. Census Bureau
Phone: (301) 763-9461
E-mail: kimberly.a.geaghan@census.gov  

mailto:kimberly.a.geaghan@census.gov
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