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ECONOMIC ANALYSIS 
 The Lack of Housing is Rooted in 5 Key 

Supply-Side Headwinds 

 
The lack of skilled labor, local land use policies that restrict home and apartment construction, lumber price 
volatility and elevated building material prices, high lending costs for builders, and high regulatory burdens 

are the main drivers of low housing supply and high home prices. Implementing policies to alleviate these 
supply-side bottlenecks would increase home construction output and lower inflation. If action on these 

issues is delayed, housing costs, which are more than one-half of the Consumer Price Index, will continue to 

be persistent drivers of inflation due to a lack of attainable housing supply.   

 
 

Labor  

Residential construction faces a persistent labor shortage, which has resulted in higher costs and longer 
construction times. In any given month, there is a shortage of roughly 200,000 to 400,000 construction 

workers and home builders will need to add 2.2 million new workers over the next three years just to keep 
up with demand. Policymakers can help by supporting funding for building and construction trades 

education and providing more placement services to job seekers. Adopting sensible immigration policies 
that preserve and expand existing temporary work visa programs while also creating new market-based visa 
programs to accurately match demand with available labor is also necessary to ease the ongoing labor 

shortage in home building. 

 

Land  

Low lot supplies are due to a reduced number of land development companies, as well as tighter rules 

regarding land use and zoning for housing and land development. This is particularly true as housing 
demand shifts further to the suburbs and less densely populated areas as telecommuting increases. 
Localities need to rework their zoning plans to increase density and allow more flexibility for developers, 

such as reducing minimum lot sizes, allowing more accessory dwelling units, minimizing parking 
requirements and promoting missing middle housing (townhomes and duplexes). Opening areas where 

residential development has not been previously allowed, prioritizing development around existing or 
planned transit stations and incentivizing mixed-use development will also serve to increase supply and 

lower overall housing costs. 
 

Lumber and Materials  

Lumber price volatility and access to and cost of other building materials have also acted as a headwind for 
home construction. For example, lumber prices peaked in May 2021 at over $1,500 per thousand board feet, 

adding tens of thousands of dollars to the cost of a typical newly built home. Historically, lumber prices have 
averaged in the $350-$450 range per thousand board feet. Part of the reason for large lumber price volatility  

stems from tariffs on Canadian lumber, which distorts market prices, and the fact that the U.S. only 
produces roughly two-thirds of the lumber needed to meet domestic demand.  
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 Extend and Improve the Tax Cuts and Jobs 

Act  

Issue Overview  
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▪ Make Improvements to the TCJA that Promote Homeownership  

¶ Adjust the state and local tax (SALT) limit for inflation and eliminate the marriage penalty;  

¶ Adjust the $750,000 limit for inflation for acquisition debt under the mortgage interest deduction; 

and 

¶ Increase and adjust the Section 121 capital gains exclusion thresholds, which excludes up to 
$250,000 per person from the gain of selling a primary residence, to reflect inflation (More Homes on 
the Market Act).  

▪ Expand Housing Affordability Relief and Supply-Side Incentives  

¶
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   Fix Material Supply Chains  

Building Materials, Trade and Tariffs 

Issue Overview  

Scarcity and an acute, sustained rise in building material costs – from softwood lumber to distribution 

transformers – are driving up the cost to construct homes and harming housing affordability. There are 
several factors driving this trend, notably inflationary pressures and global factors including trade 
uncertainty.  

 
NAHB estimates that $184 billion worth of goods were used in the construction of both new multifamily and 

single-family housing in 2023. $13 billon of those goods were imported from outside the U.S., meaning 
approximately 7% of a
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   The Rulemaking Process 

Issue Overview  

The federal rulemaking process is governed by several laws and executive orders. In developing, proposing 

and finalizing a new rule (or amending or repealing an existing rule), agencies must follow the procedures 
set out within these laws, clearly stating why the rule is being proposed, conducting public outreach, and 
sharing the data, information, and analyses that were relied on to develop the rule.   

 
Although agencies cannot issue regulations unless a statute gives them the authority to do so, since 1984, 

they have been given broad latitude to interpret the statutes as they see fit if the interpretation is viewed as 

‘reasonable.’ In turn, agencies have regularly misused this discretion to skirt portions of the rulemaking 

process, avoid conducting full cost-benefit analyses, expand regulations beyond their authority and/or 
continuously revise rules despite arguments to the contrary. The agencies also often rely on guidance 
documents or other interpretations that may not be consistent with the underlying statutes, yet must be 
followed by impacted parties. The resulting overregulation and abuse of discretionary authority has resulted 

in confusion, additional permitting requirements, project delays and increased construction costs.   

 
The U.S. Supreme Court invalidated the deference historically given the agencies in June 2024 in Loper 

Bright Enterprises v. Raimondo,144 S.Ct. 2244 (2024). While it is not certain what this decision means for the 
future, the reduced deference given to the agencies will likely make it more difficult for them to reinterpret 

statutes and increase or reduce regulatory burdens.   
 

https://www.whitehouse.gov/wp-content/uploads/2023/11/CircularA-94.pdf
https://www.whitehouse.gov/wp-content/uploads/2023/11/CircularA-94.pdf
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 HUD/USDA Energy Code Requirements 

Issue Overview  

In April 2024, the U.S. Departments of Housing and Urban Development (HUD) and Agriculture (USDA) issued 
a Final Determination that will require new single-family homes financed by these agencies to comply with 

the 2021 International Energy Conservation Code (IECC) beginning in November 2025. HUD-financed 
multifamily housing must comply with the 2021 IECC or ASHRAE 90.1-2019, effective May 2025. The Veterans 

Affairs (VA) Home Loan Program is also required to align with HUD/USDA, although the timing to do so is 
uncertain. The Federal Housing Finance Agency (FHFA) is considering applying these same standards for 

new homes and apartments financed by Fannie Mae and Freddie Mac.  

  
Requiring the 2021 IECC and ASHRAE 90.1-2019 codes on virtually all new construction supported by HUD 
and USDA undoubtedly will have adverse consequences on the affordability and availability of new 
construction of single- and multifamily housing. Further, this policy conflicts with energy codes in 42 states, 

which will lead to construction delays and implementation challenges, including uncertainty about 
compliance, a lack of qualified inspectors, inconsistent appraisals and confusion about mortgage 

products. This mandate is unnecessary, raises housing costs, limits access to mortgage financing and hurts 

vulnerable home buyers and renters.  
  

Solutions   

▪ Rescind the 2024 Final Determination. Immediately delay implementation dates to allow for the 

rulemaking process.  

▪ Prohibit FHFA from aligning with HUD/USDA on this requirement.   

▪ Support legislation comparable to the HOUSE Act (H.R. 8624/S. 4958), which would require HUD and 

USDA to rescind the Final Determination and amend EISA to ensure that at least 50% of states have 
adopted an energy code before it could be applied by HUD and USDA. Also prohibit the VA from adopting 

the 2021 IECC and prevent FHFA from establishing a minimum energy standard for new construction 
homes financed through Fannie Mae and Freddie Mac. 
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 Energy Efficiency Standards 

Issue Overview  



https://www.federalregister.gov/documents/2023/12/18/2023-25514/energy-conservation-program-energy-conservation-standards-for-consumer-furnaces
https://www.federalregister.gov/documents/2023/12/18/2023-25514/energy-conservation-program-energy-conservation-standards-for-consumer-furnaces
https://www.regulations.gov/document/EERE-2017-BT-STD-0019-1426
https://www.regulations.gov/document/EERE-2017-BT-STD-0019-1426
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 Climate Risk and Resiliency  
Resilience and Building Codes 

Issue Overview   

Natural disasters disrupt hundreds of thousands of lives per year and have lasting effects on people and 

property. To reduce the impacts associated with these events, policymakers at the federal, state, and local 
levels have, or are considering, adopting policies and programs to increase community resilience and 
reduce property damage, costs of reconstruction, and insurance claim and disaster assistance payouts. To 
date, these actions have included ordinances that disallow new construction in certain areas, laws 

establishing mandatory hazard mitigation requirements, and more stringent building codes, among others.   
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▪    Climate Risk and Resiliency  
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 Climate Risk and Resiliency  
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 Land Use and Zoning Rules  

Issue Overview  

Policies such as single-family zoning, minimum lot size requirements, density caps, and burdensome design 

mandates have effectively restricted the types of housing that can be built across vast swaths of the country. 
These approaches not only limit housing supply but also drives up land and construction costs, exacerbating 

affordability challenges. Furthermore, these regulations often exclude smaller, more attainable housing 
types, such as duplexes, triplexes, and accessory dwelling units, from being built in areas close to jobs, 
transit, and amenities. The cumulative effect has been a housing landscape that is inefficient, inequitable, 

and unable to meet the diverse needs of today’s population.  

 

Solutions  

▪ Expand the availability and use of federally owned lands. The federal government owns approximately 
28% of the land in the United States, with significant portions located in areas where housing demand is 
high. By repurposing underutilized federal land for residential use, policymakers can create affordable 

and market-rate housing while reducing development costs associated with land acquisition.  

▪ Improve coordination between federal, state, and local governments to support housing supply.  

¶ Condition federal funding on local governments implementing pro-housing zoning and permitting 
reforms that allow higher-density and by-right housing approvals, streamlined permitting processes 

and reduced subjectivity.    

¶ Authorize and expand programs like the PRO Housing Program to provide funding for cities and 

towns that are removing barriers to housing production.  

¶ Pass and expand competitive grant programs like the Yes In My Backyard (YIMBY) Initiative to reward 

communities that promote market-rate and workforce housing production.  

▪ Incentivize entry-level home construction.  

¶ Expand funding programs that focus on workforce, entry-level and affordable housing.   

¶ Offer expanded federal tax credits or grants for builders constructing homes below a specified price 

threshold.  

¶ Provide subsidies for small-scale housing projects, such as single-family starter homes or small 

multifamily buildings, to encourage diversity in housing stock.  
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 Permitting Reform and Environmental 

Review  

Endangered Species Act  

Issue Overview  

In many areas of the country, land development and construction activities are impacted by the Endangered 
Species Act (ESA) due to their potential to affect federally listed species or their designated critical 

habitat.  As the list of protected species grows, more private land is being designated as critical habitat and 
more housing projects trigger the ESA’s cumbersome federal permitting processes.  

 
Obtaining required ESA authorizations is neither easy nor fast, as it typically entails conducting species 
surveys, preparing biological assessments or habitat conservation plans, modifying planned projects to 
comply with species conservation measures, and providing compensatory habitat mitigation – each of 

which can result in significant delays and cost increases for project proponents. Furthermore, the innate 
uncertainty associated with many aspects of the ESA, coupled with the increasing number of other 

authorizations needed to construct new housing create additional challenges, delays and compliance costs 
that are difficult to recoup. Land owners are increasingly finding that the ESA permitting process is too 

expensive and difficult to navigate to provide needed affordable housing, which invariably translates into 

fewer projects being built and higher home prices.  

  

Solutions  

▪ Restore the regulatory reforms put in place during the first Trump administration, including finalizing a 
regulatory definition for the term “habitat,” restoring the 4(d) rule to authorize unavoidable impacts to 

“threatened” species, requiring full consideration of potential economic impacts from proposed critical 

habitat designations, and streamlining the ESA’s interagency Section 7 Consultation process.  

▪ Rescind the U.S. Fish and Wildlife Service’s Mitigation Policy and Endangered Species Compensatory 

Mitigation Policy.   

▪ Support language in H.R. 9533, the ESA Amendments Act of 2024, that amends the ESA’s Section 7 

consultation provisions to clarify the purpose of formal consultations is minimization of potential 

impacts to species or habitat, and not mitigation for unavoidable impacts.  
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 Permitting Reform and Environmental 

Review 

Waters of the United States (WOTUS)  

Issue Overview  

The regulatory phrase “waters of the United States” (WOTUS) determines the extent of federal jurisdiction 
under the Clean Water Act (CWA). This regulation directly impacts builders and developers who must obtain 

CWA permits for their land development or construction activities if those activities result in either a 
discharge of pollutants or the placement of dredged or fill material into CWA jurisdictional waters or 

wetlands.  

 
Unfortunately, the WOTUS definition has changed numerous times over the past two decades due to 
Supreme Court cases and executive branch interpretations and it is now nearly impossible for land owners 

to know for certain if their properties contain WOTUS.  Even the U.S. Army Corps of Engineers (Corps) and 
the U.S. Environmental Protection Agency (EPA) – 
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 Labor and Employment Policies 

Heat Injury and Illness Prevention Standard  

Issue Overview   

In August 2024, the Occupational Safety and Health Administration (OSHA) published a proposed rule to 
establish a federal standard for preventing heat-related injuries and illnesses for indoor and outdoor work 
settings. Notably, the standard would enforce certain year-round requirements regarding heat-specific 

safety plans and recordkeeping obligations, as well as two levels of requirements for jobsites that reach a 

certain heat index or temperature threshold. If finalized, the same requirements would apply to all 
employers conducting outdoor and indoor work in all general industry, construction, maritime and 

agriculture sectors, with some limited exceptions.    
 
OSHA estimates the standard would impact roughly 36 million workers, or one-third of the total full-time 

workers in the U.S. For the construction industry, the agency expects 725,200 total entities to be affected by 
the standard. Annualized costs for the industry are expected to be $3.1 billion ($1.8 billion in cost savings), 

with nearly $2 billion in costs alone from the Southern region of the U.S.     
 

Solutions  

▪ Abandon the current federal rulemaking.  

▪ If OSHA continues with the rulemaking, ensure the rule:  

¶ Creates industry-specific standards that promote flexibility and recognize the uniqueness, 

challenges and best practices of the different regulated industries;  

¶ Creates a standard for construction that promotes the main tenets of “water, rest, shade” and 
establishes reasonable care for employees without overly prescriptive requirements and undue 

administrative and compliance burdens for employers; and  

¶ Expands the exemptions to include construction operations as part of disaster recovery efforts in 

areas under disaster or emergency declarations.  
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 Labor and Employment Policies 

Independent Contractor and Joint Employer Status  
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 Labor and Employment Policies 

Overtime Rules  

Issue Overview   

Under the FLSA, salaried workers classified as executive, administrative, professional, outside sales and 

computer employees are exempt from overtime pay requirements if a worker earns at or above a defined 
salary level called the “standard salary.” The salary level for determining the overtime exemption has been 

in flux over the past three administrations, as each attempted to redefine it.  
 
In April 2024, the DOL issued a rule to increase the salary level from $35,568 to $43,888, and then to $58,656 
on Jan. 1, 2025, marking a nearly 65% increase from the salary threshold issued before this rule. A coalition 
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 Housing Finance 

Fannie Mae and Freddie Mac   

Issue Overview   

Fannie Mae and Freddie Mac (the Enterprises) have been in conservatorship since 2008. As calls for Congress 

to restructure the housing finance system have subsided, the focus is now concentrated on the future of the 
Enterprises. Whether the conservatorships are sustainable in perpetuity, what are the benefits and 
downsides of releasing the Enterprises from conservatorship, with and without Congress acting, and how 
important is an explicit federal government guarantee to investors are just a few of the questions that must 
be considered. One of the central questions of releasing the Enterprises from conservatorship is whether 

they exit with an explicit federal government guarantee and how this will impact the pricing of mortgages 
post-conservatorship. It is unclear how quickly any release could happen because the Enterprises currently 

are very undercapitalized, but estimates suggest that between two and five more years are needed to raise 

the capital necessary to succeed as private companies.    

   
In conservatorship, the FHFA director has much greater latitude to direct the activities of the Enterprises 
than they would have solely as regulator. As conservator, Director Thompson has worked to implement 

policies that reflect the Biden administration’s concerns with racial equity and higher pricing for loans it 
does not see as meeting the core mission of the Enterprises, (i.e., cash-out refinances, jumbo conforming, 

second homes).  

 
The Enterprises are a critical source of financing for single-family and multifamily housing. Any disruption to 
the availability and cost of mortgage credit to shrink the footprint of the Enterprises or end conservatorship 

would be detrimental to the housing market.  
   

Solutions   

▪ Continue to allow Fannie Mae and Freddie Mac to build capital and ensure they maintain their vital role 
of providing liquidity to the mortgage market.  

▪ Abandon all efforts to have FHFA follow HUD’s and USDA’s lead in requiring new construction of single-

family homes and rental units to be built to the 2021 IECC or ANSI/ASHRAE/IES Standard 90.1-2019.   

▪ Encourage a reduction in loan level price adjustments for cash-out refinances, second homes and 
investor properties.  

▪ Allow Fannie Mae to consider ways to support acquisition, development and construction financing for 
single-family and multifamily home builders.  

▪ If a plan to end the conservatorships of Fannie Mae and Freddie Mac is considered, FHFA should ensure 

adequate capital for exit, ensure maintenance of an explicit federal government guarantee of the 

Enterprises’ mortgage-backed securities (MBS), and ensure the exit will not disrupt the functioning of 
the primary and secondary mortgage markets.  
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 Housing Finance 

Federal Housing Programs 

Issue Overview  

America’s home builders utilize and rely on several federal programs administered by federal agencies to 
help them supply new homes and apartments and build communities. 
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 Business Operations 

FinCEN Beneficial Ownership Information Reporting Requirements 

Issue Overview  

   

The National Defense Authorization Act for fiscal year 2021 enacted the Corporate Transparency Act (CTA) to 
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 Additional Resources 

��	�ҁ.�рп-Point Housing Plan 

/advocacy/top-priorities/solving-the-housing-affordability-crisis/housing-affordability-blueprint
https://eyeonhousing.org/
/blog

