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Congress set out 50 years ago to alleviate a crippling national housing shortage that had forced American families to double up with relatives or take their chances in dangerous, substandard dwellings. The Federal Housing Act of 1949 never reached the ambitious goal of securing "a decent home and suitable living environment for every American family." But the law and initiatives that followed put government at the very center of the housing business and created livable rental units for poor and working-class people. Federally backed mortgage programs made homeowners out of millions who would otherwise have spent their lives among the rent-poor.

In terms of the wealth they created and the communities they stabilized, the federal housing laws were among the most crucial initiatives of the 20th century. The nation seemed to accept the idea that government had a role in making housing affordable and available — until the 1980's, when the Reagan administration cut funding for the construction of low- and moderate-income housing and revised the tax structure in a way that made affordable multifamily units less attractive for investors to build.

As a result, the housing shortage facing the country today is nearly as severe as the one that spurred Congress to act just after World War II. The scope of the crisis was laid out this spring in a bipartisan report by the Millennial Housing Commission, a 22-member panel appointed by Congress and headed by the former Republican congresswoman Susan Molinari and former Metropolitan Transportation Authority chairman Richard Ravitch.

The main problem, the report says, is a simple one. Not enough housing is being built to meet demand, forcing prices up all across the spectrum. The commission recommended more spending on rent subsidies, tax incentives and housing aid to local governments. The commission has cautioned against repeating the mistake of segregating the poor in housing projects and argued for mixed-income developments where the lowest-income families would make up only a small part of the total residency.

Among the tools for stimulating production of affordable housing, none are more efficient than direct subsidies to states and localities, which could then administer both for-profit and nonprofit building programs. By comparison, tax incentives for people who invest in housing construction are clumsy instruments that often cost the government far more money than direct subsidies, with far less payoff.

The House and Senate are both debating another proposal, to create a National Housing Trust Fund, fueled by the profits that the government now reaps from its mortgage programs. Instead of funneling that money to the Treasury, the trust fund would put it to work to preserve, rehabilitate and build affordable housing across the country.

The Bush administration is unenthusiastic about setting aside government revenues for only one purpose, a position that would be reasonable if the White House were not also dismissive of any other substantial government involvement. (The secretary of housing and urban development, Mel Martinez, recently described the housing shortage as a local problem.) But the housing crisis will never be solved unless the federal government gets back into the game.

