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ABSTRACT 
 

In order to win the War on Poverty that was officially begun over 40 years ago, 

the United States must first accurately identify the families that live in real poverty.  

For the last 40 years, however, the United States has utilized a poverty measure that 

was defined using the cost of food as the primary determinant.  Today, housing costs 

far exceed any other expense for most families.  Therefore, a housing-based measure 

would more accurately identify the number of families that lack a socially acceptable 

amount of money, and hence are living in true poverty. 

This research combines the well-established official federal poverty thresholds 

with a new construct called “housing-induced poverty” to answer the following 

questions: 

• How many families are living in true poverty in America, as defined using the 

housing-induced poverty measure? 

• How many of these families are living in housing-induced poverty but are not 

currently recognized as living in poverty under the existing guidelines? 
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• What household characteristics increase the likelihood that a family will be 

living in housing-induced poverty? 

• What would be the policy ramifications of broadening the definition of poverty 

to the more accurate housing-induced poverty measure? 

 

Using data from the 2003 American Housing Survey, an estimated 28.3 million 

families (more than one quarter of all households) are living in true poverty based on 

the housing-induced poverty measure.  Of these families, 17.2 million are currently not 

considered to be living in real poverty under the existing poverty thresholds.  Not 

surprisingly, the likelihood that a family is living in housing-induced poverty varies 

across race and ethnicity, geography, financial arrangement (owners vs. renters), the 

type of rental assistance received, the number of children and elderly in the household, 

and the income earned by the family.  

Moving to the more accurate housing-induced poverty measure would have 

huge policy implications, since at least 31 government programs at the federal level 

alone rely on the official poverty guidelines to help determine program eligibility.  

Nonetheless, properly identifying who is most in need of help is an absolutely essential 

step in addressing the needs of America’s least fortunate. 
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Chapter 1.  Introduction 

In his 1964 State of the Union address, Lyndon Johnson famously stated:  “This 

administration today, here and now, declares unconditional war on poverty in 

America."  Soon thereafter several federal programs were initiated – Head Start, the 

Job Corps, Legal Services, the Community Action Program, and others – that focused 

on reducing poverty in a wide variety of ways.   

At the same time, the federal government recognized that in order to combat 

poverty it would need to be able to measure it.  While the dictionary definition of 

poverty is “the state of one who lacks a usual or socially acceptable amount of money 

or material possessions” (Miriam-Webster 2006), the government still needed to define 

what should be considered a “socially acceptable amount.”  The first federal poverty 

parameters were therefore established in 1965 by the Social Security Administration.  

These benchmarks were developed using the cost of basic food items as the primary 

component because reliable data were available for these items, while data for other 

household expenditures were less reliable.  The poverty thresholds that the federal 

government uses today are still based on those initial crude calculations, updated only 

for inflation. 

Today, housing (not food) accounts for the largest share of the living expenses 

incurred by most families, and therefore the cost of housing would provide a much 

more accurate basis by which the lack of a socially acceptable amount of money could 
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be measured.  A construct called “housing-induced poverty” is one such measure of 

poverty that uses the cost of housing as its basis, and therefore provides a more 

accurate picture of which families1 are actually living in poverty in America.  This 

concept defines affordable housing as that which leaves enough income left to pay for 

the federally-defined poverty basket of non-housing goods (including food, health, 

safety, childcare, transportation, and other related household expenses).  The cost of 

housing is therefore linked to the official measure of poverty (for which there is an 

abundance of data already collected by the U.S. Census Bureau and others), and 

housing is only considered to be an unaffordable burden if a family cannot pay for its 

other needs.  A family lives in housing-induced poverty – in real poverty – if it cannot 

pay for its other basic needs after it pays for its housing. 

 
In this paper I will utilize the concept of housing-induced poverty to attempt to 

answer the following questions, leveraging data from the 2003 American Housing 

Survey: 

• How many families are living in true poverty in America, as defined using the 

housing-induced poverty measure? 

 

1 Although the poverty concept is usually applied to families, it has been applied to households in this 
research since the American Housing Survey is a household-level survey.  For the purposes of this 
paper, it makes very little difference whether households or families are utilized and therefore these 
terms are used interchangeably. 
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• How many of these families are living in housing-induced poverty but are not 

currently recognized as living in poverty under the existing guidelines? 

• What household characteristics increase the likelihood that a family will be 

living in housing-induced poverty? 

• What would be the policy ramifications of broadening the definition of poverty 

to the more accurate housing-induced poverty measure? 

 

 Winning the War on Poverty that was begun so long ago will only be 

achievable if the true challenge that America faces is met openly and honestly and if 

the true number of families lacking a socially acceptable amount of money is 

recognized.  This research, then, will seek to provide a more accurate picture of the 

true challenge that America faces today. 
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Chapter 2.  Literature Review 

There exists a great amount of research on the three key topics that inform this 

study: 

• The measurement of poverty 

• The definition of affordable housing 

• The concept of housing-induced poverty. 

 

Each will be discussed in turn.  This literature review borrows heavily from “A 

New Measure of Housing Affordability: Estimates and Analytical Results” by 

Nandinee Kutty (2005). 

 

The Measurement of Poverty  
The United States poverty threshold metric was originally developed in 1964 

by Molly Orshansky of the Social Security Administration as the government 

attempted to quantify the objectives of the War on Poverty.  This conception of the 

poverty threshold was largely driven by the cost of food, and did not account 

specifically for the cost of housing.  Orshansky noted that the 1955 Household Food 

Consumption Survey found that families of three or more persons spent about one-

third of their after-tax income on food in 1955 (Orshansky 1965).  She therefore 

multiplied by three the cost of the official Economy Food Plan (as developed by the 
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Department of Agriculture) to obtain the income level beneath which a family of three 

could not pay for its basic needs; this was dubbed the poverty threshold.  This poverty 

definition did not calculate the cost of specific needs for any budget category other 

than food, in large part because when the poverty measure was developed in 1964 no 

definitive standards of minimum need for major consumption items other than food 

existed. 

The official poverty thresholds are often criticized for many reasons, even 

beyond this over-reliance on the cost of food.  First, poverty thresholds have been 

calculated on the basis of after-tax income even though the thresholds have often been 

applied to data sets that use before-tax income, and therefore the number of families in 

poverty is often underestimated.  Orshansky (1965) recognized this problem but noted 

at the time that most families of three or more, as well as elderly unrelated individuals 

with incomes below the poverty level, had no income tax liability.  That is not 

necessarily true today. 

Second, while these official thresholds are revised every year to adjust for price 

changes by indexing the thresholds to the Consumer Price Index, they are not revised 

to reflect changes in the general standard of living that families experience over time 

due to shifts in the costs of essential goods such as food, shelter, clothing, 

transportation, etc. (Citro and Michael 1995).  Third, while poverty thresholds are 

different for different-sized families, they do not vary by location and therefore there is 
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no adjustment made for regional cost of living differences or even for differences 

within a region such as the largely lower-income south side of Chicago and the largely 

wealthy northern Chicago suburbs.  Finally, the current measure focuses solely on 

current income and does not account for family assets (Cramer 2003). 

These significant issues notwithstanding, the housing-induced poverty measure 

is linked to the official poverty thresholds for reasons that are explained later. 

 

The Definition of Affordable Housing 
Aside from the question of whether a family is living in official poverty, a 

family’s housing is generally considered “affordable” if its cost is moderate in relation 

to the family’s income.  The affordable ratio of housing costs to income (also known as 

rent burden or owner cost burden) has been set over time for various reasons at 25 

percent, 30 percent, 40 percent, and 50 percent. (This cost burden measure will be 

addressed in more detail later.)  Households that exceed the relevant cost burden are 

identified as having an affordability problem.  For example, the reports to Congress on 

worst-case housing needs (U.S. Department of Housing and Urban Development 

[HUD] 1996, 1998, 2000, 2003) describe low-income unassisted renters with housing 

costs exceeding 50 percent of income as facing worst-case needs for housing 

assistance, and many HUD programs (such as Section 8 vouchers and certificates) 

define a housing cost burden of up to 30 percent of income as affordable. 
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Using these various definitions of affordable housing, however, can sometimes 

lead to skewed results when calculating the number of families that lack affordable 

housing.  Lerman and Reeder (1987), for example, point out that some wealthy 

households choose to live luxuriously and therefore elect a high cost-to-income ratio, 

although this does not result in the housing being unaffordable.  These two researchers 

instead propose an affordability measure based on family income and what it would 

cost theoretically for a family to rent “reasonable” housing (under the strained 

assumption that sufficient rental units are available at market prices).  As discussed by 

Kutty (2005), this approach is of limited use since the cost of an appropriate amount of 

housing varies greatly across submarkets and locations because of market 

imperfections and complex state and local regulatory regimes. 

Thalmann (1999) improves on this concept somewhat by proposing a measure 

that adds a quality-based component and a measure of housing consumption to the 

standard rent-to-income ratio. He suggests that the average rent for housing in a 

particular market should be calculated, and that this measure should then be used to 

develop a housing consumption metric that can distinguish between apparent 

affordability problems (where the household chooses to spend more than average on 

housing) and actual affordability problems (where the household either must pay 

above-average rents for the housing it uses or has too little income to afford standard 

housing). This measure can help identify households that do not face affordability 
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problems now because they benefit from below market rents but could be susceptible 

in the future if they were forced to move or if their rent discounts were lost.  

Thalmann’s theoretical model assumes, however, that housing can be divided up into 

any number of individual units and is available in all locations in adequate abundance. 

As pointed out by Hancock (1993), housing market imperfections, including 

indivisibilities and other non-income constraints, might prevent a household from 

finding and paying for the appropriate amount of housing even if the rent were 

affordable. The Thalmann model also assumes that appropriate dwellings are available 

at the average rent, which may not be the case. 

Although the measures proposed by Lerman and Reeder and Thalmann 

improve on the standard percentage-of-income (cost burden) affordability measure, 

they do not consider the actual financial constraints faced by low-income households, 

many of which cannot afford to spend even 25 or 30 percent of their income on 

housing.  The concept of housing-induced poverty attempts to solve this problem. 

Stone (1990, 1993), referred to as “the intellectual parent of the housing-

induced poverty measure” (Kutty 2005), developed the notion of “shelter poverty” as a 

measure of the housing affordability problem; he pointed out that the conventional 

affordability measure understates the problem for families with children and other 

dependents versus one- and two-person households. To address this issue, he defined 

shelter poverty as occurring when housing costs are so high that households cannot 
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afford non-housing necessities.  In the model described by Stone (1990, 1993), the 

maximum amount available to spend on housing is the disposable income of the 

household minus the cost of a minimum level of non-housing consumption.  If a 

household pays more than the maximum that it can realistically afford, it is shelter 

poor.  The weakness in Stone’s shelter poverty measure lies in his definition of the 

minimum adequate basket of non-housing goods:  the non-shelter components (other 

than taxes) of the Bureau of Labor Statistics Lower Budgets, which were discontinued 

in 1981. He updated the levels using the Consumer Price Index, but did not adjust the 

basket of goods to reflect changes over time.  Therefore, the backbone of Stone’s 

measure is an out-of-use statistic that is not widely-understood by the policy-making 

community.  Kutty’s housing-induced poverty measure improves upon this weakness 

in defining whether housing is affordable. 

 

The Concept of Housing-induced Poverty 
This research relies heavily on the ground staked out by Kutty, who defines 

housing-induced poverty as the situation that arises when a household cannot afford 

the federally-defined poverty basket of non-housing goods after paying for its housing 

(2005).  For this purpose, the cost of this standard basket of non-housing goods is 

assumed to be two-thirds of the official poverty line.  Thus, a household with income 

equal to the poverty line would be living in housing-induced poverty if its housing 
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expenditures exceeded one-third of its income2. Households above the poverty line can 

be reduced to living in housing-induced poverty if their housing costs are so high that 

their remaining income is less than two-thirds of the official poverty line for a 

household of their size. If housing expenditures are very low, it is theoretically possible 

for a household below the official poverty line to not live in housing-induced poverty; 

in fact, such a household can be seen as being in housing-induced lack of poverty.  

This formula for housing-induced poverty can be written as follows: 

 

(Income – Housing Expenses) < (2/3 * Poverty Threshold) ==> Housing-Induced Poverty 

 

Kutty thus improves on Stone’s concept of shelter poverty by tying her measure 

to the official poverty threshold.  Despite the limitations discussed earlier, the poverty 

threshold is the official yardstick for assessing poverty status in the U.S.  Kutty used 

this official measure for the same reasons articulated by Rank and Hirschl:  “A major 

reason for using the official poverty level…is that it represents the measure most used 

in policy and academic discussions of this topic [poverty]. Although periodically 

criticized, it remains the benchmark in America for judging impoverishment” (2001). 

Using this measure of minimum living standards yields a conservative estimate of the 

 

2 Kutty presumably has defined excessive housing costs as one-third of household expenditures (rather 
than 25%, 30%, or 50%) as a way to mimic Orshanky’s utilization of three times the cost of food in 
calculating poverty.  Stone, in contrast, does not define such a percentage-of-income benchmark against 
his (outdated) poverty thresholds when calculating his shelter poverty measure. 
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number of households with affordability problems, and therefore offers a useful 

starting point in judging the affordability of housing and non-housing goods. 

Since the construct of owner cost burden mentioned earlier is often cited in 

analysis of housing affordability, the relationship between this measure and housing-

induced poverty merits further discussion.  The owner cost burden (or housing cost-to-

income ratio) focuses exclusively, as the name suggests, on the relationship between 

income and housing expenses and therefore does not take into account the ability of a 

family to pay for essential non-housing goods.  Housing-induced poverty relates to the 

owner cost burden on a sliding scale:  families with higher incomes will generally be 

less likely to live in housing-induced poverty than to be cost burdened. 

It is also worth noting that housing-induced poverty, although it is an indicator 

of household need, should not be equated with household well-being, happiness, etc. 

(or the lack thereof).  The large disparities in housing prices and rents across 

geographic regions and neighborhood types (urban core vs. suburbs vs. 

nonmetropolitan) imply that the well-being of households facing the same degree of 

affordability (whether in terms of housing-induced poverty or housing cost burden) 

differ across the United States.  Other things being equal, households that live in 

inexpensive locations will comfortably consume more housing and thus could be 

considered to have higher levels of well-being than households that live in expensive 

locations and face the same degree of housing-induced poverty. However, if the more 
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expensive locations provide better amenities such as public spaces, cultural attractions, 

efficient financial services, and cheap public transportation, the well-being of 

households at these locations could be higher despite the use of less housing. 
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Chapter 3.  Analytic Strategy 

Conceptually, this research will attempt to identify the families living in 

housing-induced poverty; to predict which types of families would be most likely to 

fall into housing-induced poverty; and to visualize the public policy impact that a 

switch to this more accurate poverty measure would entail. 

Empirically, the 2003 American Housing Survey (collected by the US Census 

Bureau) has been mined in conjunction with the official poverty thresholds from 2003 

(published by the US Census in conjunction with the US Department of Health and 

Human Services) in order to execute a series of calculations and tests.  First, 

descriptive statistics have been compiled that identify the number of families living in 

official poverty, in housing-induced poverty, and in housing-induced poverty but not in 

official poverty (and therefore are improperly omitted when the poor are identified).   

Second, the following logit model has been used to predict the likelihood of 

falling into housing-induced poverty for families living near the poverty line (defined 

here as earning 150%3 of the official poverty threshold or less): 

 

 

3 Following Kutty’s example, only families that live within 150% of the official poverty threshold are 
included in the logit analyses because families earning higher incomes than that will by definition be far 
less likely to live in housing-induced poverty.  The use of 150% of the official poverty threshold is 
somewhat arbitrary, but since poverty programs differ widely in the income cutoff used to determine 
eligibility there is no single %-of-poverty-threshold guidepost to use in an analysis such as this.   
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Pr(housing-induced poverty) = β0 + (β1-15) region/location + (β16-17) own/rent + (β18-20) rent 

assistance + (β21-24) race/ethnicity + (β25) food stamps + (β26-30) income level + (β31-32) number 

of children + (β33) elderly head of household 

 

Third, the policy implications of shifting to the more accurate poverty measure 

have been considered. 

The American Housing Survey (AHS) from the Bureau of the Census that is 

leveraged in this analysis includes data on monthly household income, size, and 

composition as well as the cost of housing4 by location and financial arrangement 

(own vs. rent).  It includes weights5 that permit the calculation of national estimates 

based on the survey sample.  The official poverty thresholds adjust for the size of the 

household, the number of children, and whether the head of the household is elderly or 

not.  The official poverty calculations that follow leverage the poverty level data 

element included in the American Housing Survey data set, which varies slightly from 

the official Census Bureau poverty thresholds but nonetheless provides an accurate 

benchmark by which to judge household poverty.6

 

4 The cost of housing as defined in the AHS includes utility costs, real estate taxes, cost of homeowner 
insurance, condominium/homeowner’s association fee, land/site rent, other mortgage charges, other 
required mortgage fees, mortgage payments, routine maintenance costs, and rent payments. 
5 This research utilizes the WGT90GEO variable that was added to the AHS dataset in 2001.  This 
variable adjusts for 1990 metropolitan geography, whereas the standard weight uses the 1980 geography.  
The weights derived from the 2000 census were not published in time for use in this research. 
6 The poverty data in the AHS differ from official Census and programmatic Department of Health and 
Human Services (HHS) poverty estimates in two important respects: 
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Chapter 4.  Results  

The housing-induced poverty measure offers its greatest utility when it is used 

to identify households that are currently not considered to be living in poverty by the 

government’s official standards, yet still cannot afford the non-housing basket of 

poverty goods as defined by the United States federal government.  The series of tables 

that follow help to highlight which families are being misclassified, and therefore 

which groups stand to gain the most from a change to the more accurate poverty 

measure. 

Table 1 lists the total number of households in the United States that are 

officially considered to be living in poverty and compares that total to the number of 

households that are living in housing-induced poverty.  While 13.9 million households 

live in official poverty, 28.3 million households live in housing-induced poverty.  Of 

those 28.3 million households living in housing-induced poverty, 17.2 million are not 

currently considered poor.  Therefore, 60.7% of the families that live in poverty 

 

   1) Interest in housing affordability made it appropriate for AHS to adopt a poverty definition based on 
household income, rather than based on family income as used by the official method.  The effect of 
using household income is to count about 6 percent fewer people in poverty than the official estimates. 
   2) The official poverty estimates are based on the March supplement to the Current Population Survey, 
in which income questions are much more detailed than in the American Housing Survey.  These official 
poverty thresholds are different from the poverty guidelines published for program purposes by the U.S. 
HHS, as discussed later.  The HUD poverty limits differ from both of these poverty measures since 
HUD uses housing costs while the official Census and HHS poverty thresholds are based on food costs.  
The net effect is that the HUD limits do not vary as much as the other two measures between small and 
large households since housing costs are less variable for a family while food costs shift dramatically 
based on the number of household members. 
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conditions as defined by the housing-induced poverty measure are not currently 

counted as such.  (Interestingly, 2.8 million households live in official poverty but do 

not live in housing-induced poverty, due to inexpensive housing that leaves more than 

enough income left over to pay for the rest of the family’s essential needs.) 

 

Table 1 
Households in Official Poverty vs. Households in Housing-Induced Poverty 

 
OFFICAL POVERTY       
Total Households 105,835,858   100.0%  
 Households not in Official Poverty  91,974,890   86.9% 
 Households in Official Poverty  13,860,968   13.1% 
        
 Households in Official Poverty  13,860,968  100.0%  
  Households not in Housing-Induced Poverty   2,758,552  19.9% 
  Households in Housing-Induced Poverty   11,102,416  80.1% 

      

HOUSING-INDUCED POVERTY       
Total Households 105,835,858   100.0%  
 Households not in Housing-Induced Poverty  77,560,075   73.3% 
 Households in Housing-Induced Poverty  28,275,783   26.7% 
        
 Households in Housing-Induced Poverty  28,275,783  100.0%  
  Households not in Official Poverty   17,173,367  60.7% 
  Households in Official Poverty   11,102,416  39.3% 

Source: Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 2004).  The 
survey sampled approximately 50,000 homes.  Census Bureau weights were applied to estimate national 
population figures. 

 
Notes: 
-  Households live in official poverty when household income is lower than the threshold defined by the Census 

Bureau for the relevant number of household members, children, and elderly. 
-  Households live in housing-induced poverty when household income less annualized housing costs is lower than 

two-thirds of the poverty threshold defined by the Census Bureau for the relevant number of household members, 
children, and elderly. 
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The implications of the data in Table 1 can also be understood pictorially, per 

the Venn diagram in Figure 1. 

Figure 1 
Total Households, Households in Housing-Induced Poverty,  

and Households in Official Poverty 
 

 

A Total Households 105,835,858 
B Households in Housing-Induced Poverty    28,275,783 
C Households in Official Poverty   13,860,968 
 
B - C Households in Housing-Induced Poverty but not in Official Poverty   17,173,367 
C - B Households in Official Poverty but not in Housing-Induced Poverty     2,758,552 

 

 

If housing-induced poverty replaced the official poverty measure, the lack of 

wealth of families belonging to many subgroups would be better understood because of 

this improved definition.  The characteristics influencing household poverty that will 

be examined here include the following: 

• Race / ethnicity 

• Geography 
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• Financial arrangement 

• Type of rental assistance 

• Number of children and elderly 

• Income 

 

Table 2 highlights the racial and ethnic groups that would benefit from a 

change to the more accurate housing-induced poverty measure.  Of the 17.2 million 

families living in housing-induced poverty but not in official poverty, 11.5 million are 

white, 2.4 million are Hispanic, 2.2 million are black, and only 800,000 are Asian 

(277,000 meet none of these four classifications).  Therefore, more white families 

would benefit from a change in the definition of poverty than for any other racial or 

ethnic group.  Proportionally, however, it is Asian families that would benefit most 

from the more accurate measure:  25.7% of Asian households are in housing-induced 

poverty but not in official poverty, compared to 21.4% of Hispanic families, 17.7% of 

blacks, 15.6% of other races, and just 14.9% of white households.  A partial 

explanation for this result lies in the fact that most Asian families (nearly 92%) live in 

urban centers and close-in suburbs (where higher housing costs tend to drive more 

people into housing-induced poverty, per Table 3) and on the more expensive West 

and East coasts. 
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Table 2 
Households in Official Poverty vs. Households in Housing-Induced Poverty 

By Race / Ethnicity 
 

Race / 
Ethnicity 

Total 
Households 

Households In 
Official Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 
But Not In 

Official Poverty 

% Of Total 
Households 

Asian 3,120,576 329,356 10.6% 1,087,481 34.8% 801,082 25.7%
Hispanic 11,037,173 2,195,687 19.9% 4,102,338 37.2% 2,357,597 21.4%
Black 12,546,320 3,052,749 24.3% 4,603,435 36.7% 2,221,926 17.7%
Other 1,777,508 331,722 18.7% 544,166 30.6% 277,008 15.6%
White 77,354,279 7,951,452 10.3% 17,938,363 23.2% 11,515,751 14.9%
       

Total 105,835,856 13,860,966 13.1% 28,275,783 26.7% 17,173,364 16.2%
Source:  Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 2004).  
Notes: 
-  Households live in official poverty when household income is lower than the threshold defined by the Census Bureau for the relevant number of household 

members, children, and elderly. 
-  Households live in housing-induced poverty when household income less annualized housing costs is lower than two-thirds of the poverty threshold defined by the 

Census Bureau for the relevant number of household members, children, and elderly. 
-  Households are considered Hispanic if Hispanic ethnicity was reported regardless of the race that was reported.  The other race categories exclude ethnic Hispanics. 
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Geographically, Table 3 illustrates that there are more poor families (measured 

officially or via housing-induced poverty) in the South than in any other region, as 

defined by the Census.  The greatest numbers of families that live in housing-induced 

poverty but not official poverty are also located in the South: just over 5 million 

families, compared to just under 5 million in the West, 3.8 million in the Northeast, 

and 3.4 million in the Midwest.  In percentage terms, however, there are more housing-

poor yet not officially-poor families in the West (21.5%) and the Northeast (18.8%) 

than in the Midwest (13.8%) or the South (13.2%).  These findings are consistent with 

the fact that housing tends to be more expensive in the West and Northeast, and this 

cost differential is accounted for in the definition of the housing-induced poverty 

measure but not in the official poverty measure.  Thus, there appears to be a regional 

bias in the official poverty measure. 

Interestingly, within each of the four regions it is not the central cities where 

the greatest number of housing-poor yet not officially-poor families lives.  The greatest 

share of these hidden poor live in the close-in urban suburbs: 23.8% in the West, 

20.5% in the Northeast, 16.6% in the Midwest, and 16.2% in the South.  In each region 

the nonmetropolitan areas are proportionally the least likely locations for families to 

live in housing-induced poverty but not official poverty. 
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Table 3 
Households in Official Poverty vs. Households in Housing-Induced Poverty 

By Region / Location 
 

Region / 
Location 

Total 
Households 

Households In 
Official Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 
But Not In 

Official Poverty 

% Of Total 
Households 

West 23,075,803 2,731,015 11.8% 7,269,041 31.5% 4,966,662 21.5%
Central City 8,089,310 1,095,119 13.5% 2,812,661 34.8% 1,838,239 22.7%
Urban Suburb 9,400,060 975,049 10.4% 3,081,267 32.8% 2,239,010 23.8%
Rural Suburb 2,019,972 191,129 9.5% 561,144 27.8% 409,774 20.3%
Nonmetropolitan 3,566,461 469,718 13.2% 813,969 22.8% 479,639 13.4%
       
Northeast 20,132,520 2,517,263 12.5% 5,900,075 29.3% 3,781,302 18.8%
Central City 6,410,836 1,258,108 19.6% 2,314,061 36.1% 1,284,898 20.0%
Urban Suburb 7,980,177 691,532 8.7% 2,258,942 28.3% 1,638,688 20.5%
Rural Suburb 3,159,783 238,936 7.6% 744,538 23.6% 523,592 16.6%
Nonmetropolitan 2,581,724 328,687 12.7% 582,534 22.6% 334,124 12.9%
       
Midwest 24,486,490 2,803,297 11.4% 5,703,786 23.3% 3,376,142 13.8%
Central City 6,663,897 1,032,998 15.5% 1,977,415 29.7% 1,097,567 16.5%
Urban Suburb 7,723,555 646,446 8.4% 1,855,727 24.0% 1,280,110 16.6%
Rural Suburb 3,016,645 226,518 7.5% 527,226 17.5% 340,685 11.3%
Nonmetropolitan 7,082,393 897,335 12.7% 1,343,418 19.0% 657,780 9.3%
       
South 38,141,034 5,809,385 15.2% 9,402,873 24.7% 5,049,252 13.2%
Central City 10,042,259 1,797,211 17.9% 3,035,530 30.2% 1,569,368 15.6%
Urban Suburb 10,762,198 1,213,554 11.3% 2,734,447 25.4% 1,739,461 16.2%
Rural Suburb 7,081,154 853,555 12.1% 1,537,133 21.7% 896,553 12.7%
Nonmetropolitan 10,255,423 1,945,065 19.0% 2,095,763 20.4% 843,870 8.2%
       

Total 105,835,847 13,860,960 13.1% 28,275,775 26.7% 17,173,358 16.2%
Source:  Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 2004).  
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Notes: 
-  Households live in official poverty when household income is lower than the threshold defined by the Census Bureau for the relevant number of household 

members, children, and elderly. 
-  Households live in housing-induced poverty when household income less annualized housing costs is lower than two-thirds of the poverty threshold defined by the 

Census Bureau for the relevant number of household members, children, and elderly. 
- Nonmetropolitan households live in either urban or rural nonmetropolitan areas as defined by the Census Bureau. 
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The distribution of the housing-poor between families that own their homes vs. 

families that rent, as shown in Table 4, yields few surprises.  Only 8.3% of all 

households who have been able to purchase a home live in official poverty, versus 

23.2% of families that must rent live in official poverty.  However, due perhaps in part 

to the rapid escalation in housing prices and property taxes, there are still 15.2 million 

homeowners that live in housing-induced poverty, and 10.5 million of these house-

poor families (14.6% of all families that own their home) are not counted as poor under 

the official definition.   Worse, 6.6 million (20.8%) of the families who rent are house-

poor but are not considered officially poor.   

Of the 31.8 million households that rent their home (per Table 4), there are 6.9 

million families that receive some form of rental assistance (illustrated in Table 5).  

Just 12.1% of these 6.9 million families live in housing-induced poverty but not 

official poverty, which can be interpreted as a testament to the success of these 

assistance programs in keeping renters from living in true (housing-induced) poverty 

conditions solely because of housing costs.  Note that there are proportionally fewer 

families living in housing-induced poverty but not official poverty among those that 

receive a rent subsidy such as Section 8 vouchers (10.7%) when compared to those 

families that live in rent controlled apartments (15.9%).  Therefore, rent controlled 

dwellers would benefit most in percentage terms from a switch to the more accurate 
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poverty measure, other things being equal, since such families would be more likely to 

qualify for government poverty assistance programs. 

Interestingly, households that live in rent controlled housing or that receive 

assistance due to a personal relationship to the owner of the housing are more likely to 

live in housing-induced poverty than in official poverty; 37.5% of families with rent 

controlled homes live in housing-induced poverty vs. 25.7% that live in official 

poverty, and 21.4% of families that receive assistance through personal relationships 

live in housing-induced poverty vs. 21.0% that live in official poverty.  One 

explanation for this seemingly contradictory finding in the case of rent controlled 

housing is that rent control programs are typically found in very high cost areas, and 

therefore even with assistance from a rent control program many families still don’t 

earn enough in income to pay for the non-housing basket of poverty goods.  In total, 

approximately 832,000 families rent their homes and live in housing-induced poverty, 

but do not live in official poverty.
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Table 4 
Households in Official Poverty vs. Households in Housing-Induced Poverty 

By Financial Arrangement 
 

Financial 
Arrangement 

Total 
Households 

Households In 
Official Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 
But Not In 

Official Poverty 

% Of Total 
Households 

Rent 31,838,503 7,402,067 23.2% 12,886,621 40.5% 6,621,888 20.8%
Own 72,233,522 5,977,404 8.3% 15,213,389 21.1% 10,538,745 14.6%
Occupy w/o Cost 1,763,833 481,496 27.3% 175,772 10.0% 12,733 0.7%

       

Total 105,835,858 13,860,967 13.1% 28,275,782 26.7% 17,173,366 16.2%
Source:  Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 2004).  
Notes: 
-  Households live in official poverty when household income is lower than the threshold defined by the Census Bureau for the relevant number of household members, 

children, and elderly. 
-  Households live in housing-induced poverty when household income less annualized housing costs is lower than two-thirds of the poverty threshold defined by the 

Census Bureau for the relevant number of household members, children, and elderly. 
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Table 5 
Households in Official Poverty vs. Households in Housing-Induced Poverty 

By Type of Rental Assistance 
 

Type of Rental 
Assistance 

Total 
Households 

Households In 
Official Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 
But Not In 

Official Poverty 

% Of Total 
Households 

Rent Control 1,093,500 280,607 25.7% 481,750 37.5% 247,815 15.9%
Rent Subsidy 3,848,296 2,008,977 52.2% 1,651,568 42.9% 410,286 10.7%
Rent Adjusted 1,913,742 401,992 21.0% 410,432 21.4% 173,905 9.1%
       

Total 6,855,538 2,691,576 39.3% 2,543,750 37.1% 832,006 12.1%
Source:  Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 2004).  
Notes: 
-  Households live in official poverty when household income is lower than the threshold defined by the Census Bureau for the relevant number of household members, 

children, and elderly. 
-  Households live in housing-induced poverty when household income less annualized housing costs is lower than two-thirds of the poverty threshold defined by the 

Census Bureau for the relevant number of household members, children, and elderly. 
-  Households that have received a rent subsidy as described in the table above met one of more of the following four criteria:  received a government subsidy, lived in 

a building owned by public housing authority, received a voucher to help pay rent, or were assigned to live at a specific public housing address. 
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Per Table 6, proportionally more families with four or more children live in 

official poverty (31.2%) than families with fewer children to house, clothe, and feed.  

However, it is the households with no children that would proportionally benefit most 

from a shift to the more accurate housing-induced poverty measure, in part simply 

because nearly two-thirds of all households (67 million) have no children.  11.2 million 

households with no children (16.7% of all households with no children) are housing-

poor but not officially poor, compared to 5.8 million families (15.8%) with 1 to 3 

children in the house and 217,000 families (9.3%) with four or more children.  The 

official poverty statistic does adjust for number children in the household, unlike the 

relative cost of housing in a particular location, and therefore it is not surprising that 

the housing-induced poverty measure provides only marginally more accurate results 

than the official poverty measure when analyzing families with large numbers of 

children. 

The official poverty statistic adjusts slightly for an elderly head of household, 

but the adjustment is not as significant as the adjustment made for households with 4 or 

more children.  Of the 21.6 million families led by someone 65 or older, almost 4 

million families (18.3%) are house-poor but not officially poor.  Many of these 4 

million families could be house poor because as the housing market has boomed in 

certain areas in recent years, property taxes have risen exponentially as well (far more 

rapidly than the average return on retirement investments or the inflation adjustments 
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to Social Security) and therefore the proportion of retirement income that seniors must 

pay towards housing has grown over time even for seniors who have paid their 

mortgage in full. 

Table 7 looks more closely at the discrepancy between housing-induced 

poverty and official poverty for those families living closest to the official poverty line, 

defined for this purpose as those families that earn 150% of the official poverty line or 

less.  Of the 23.9 million families that earn 150% or less of the official poverty income 

level, 16.3 million are housing-poor.  Of these 16.3 million housing-poor families, 5.2 

million are not officially considered poor.  In percentage terms, families with incomes 

that fall within each of the five gradations of income between 100% and 150% of 

official poverty are somewhat equally likely (between 45% and 58%) to be living in 

housing poverty but yet not in official poverty, and predictably the more income that a 

family earns the less likely that it lives in housing-induced poverty. 
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Table 6 
Households in Official Poverty vs. Households in Housing-Induced Poverty 

By Elderly and Children 
 

Elderly and 
Children 

Total 
Households 

Households In 
Official Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 
But Not In 

Official Poverty 

% Of Total 
Households 

Elderly  21,615,128 3,840,911 17.8% 6,848,721 31.7% 3,958,581 18.3%
       
       
0 Children 67,003,527 8,527,250 12.7% 18,124,963 27.1% 11,174,654 16.7%
1- 3 Children 36,498,324 4,604,625 12.6% 9,421,475 25.8% 5,781,234 15.8%
> 4 Children 2,334,006 729,093 31.2% 729,344 31.2% 217,477 9.3%
       

Total 105,835,857 13,860,968 13.1% 28,275,782 26.7% 17,173,365 16.2%
Source:  Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 2004).  
Notes: 
-  Households live in official poverty when household income is lower than the threshold defined by the Census Bureau for the relevant number of household 

members, children, and elderly. 
-  Households live in housing-induced poverty when household income less annualized housing costs is lower than two-thirds of the poverty threshold defined by the 

Census Bureau for the relevant number of household members, children, and elderly. 
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Table 7 
Households in Official Poverty vs. Households in Housing-Induced Poverty 

By Income as a Percentage of the Official Poverty Level 
 

Income as % of 
the Official 

Poverty Level 

Total 
Households 

Households In 
Official Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 

% Of Total 
Households 

Households In 
Housing-

Induced Poverty 
But Not In 

Official Poverty 

% Of Total 
Households 

< 100% 13,860,968 13,860,968 100.0% 11,102,416 80.1% 0 0.0%
100% - 110% 2,153,823 0 0.0% 1,245,080 57.8% 1,245,080 57.8%
110% - 120% 1,702,001 0 0.0% 945,849 55.6% 945,849 55.6%
120% - 130% 1,976,060 0 0.0% 1,016,174 51.4% 1,016,174 51.4%
130% - 140% 2,304,150 0 0.0% 1,148,528 49.8% 1,148,528 49.8%
140% - 150% 1,880,121 0 0.0% 844,391 44.9% 844,391 44.9%

       
Total 23,877,123 13,860,968 58.1% 16,302,438 68.3% 5,200,022 21.8%

Source:  Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 2004).  
Notes: 
-  Households live in official poverty when household income is lower than the threshold defined by the Census Bureau for the relevant number of household 

members, children, and elderly. 
-  Households live in housing-induced poverty when household income less annualized housing costs is lower than two-thirds of the poverty threshold defined by the 

Census Bureau for the relevant number of household members, children, and elderly. 
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Table 8 highlights how well certain characteristics predict whether a family is 

likely to fall into housing-induced poverty, other things being equal.  To produce these 

results, three logit regressions have been run: on all families with income under 150% 

of the poverty line, on families that own their home and earn less than 150% of the 

poverty line, and on families that rent their home and make less than 150% of the 

official poverty level.  The dependent variable will equal 1 if a family is living in 

housing-induced poverty and 0 if it is not.  Each coefficient should be interpreted in 

relation either to the omitted variable in the case of a comprehensive group of dummy 

variables, or in relation to zero in the case a single continuous variable.  A positive sign 

on the coefficient should be interpreted to imply that the families meeting that criteria 

are more likely to live in housing-induced poverty than the comparison group, and 

negative coefficients should be interpreted to imply that those households are less 

likely to fall into housing-induced poverty, all other things equal.  Several interesting 

conclusions can be drawn from these three regressions. 
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Table 8 
Estimates of the Determinants of Housing-Induced Poverty 

Among Households in Near Poverty  
 

 Households in Near-Poverty Owners in Near-Poverty Renters in Near-Poverty 
 N = 10316 N =  4744 N =  4840 
Variable Parameter Estimate Parameter Estimate Parameter Estimate 
Intercept 2.56 *** 2.66 *** 2.89 *** 
Northeast Central City -0.36 *** -0.45 * -0.18  
Northeast Urban Suburb 0.24 * 0.40 * 0.42 * 
Northeast Rural Suburb 0.08  -0.39  0.47  
Northeast Nonmetropolitan -0.89 *** -1.22 *** -0.41  
Midwest Central City -0.27 ** -0.31  -0.36 ** 
Midwest Urban Suburb 0.05  -0.15  0.24  
Midwest Rural Suburb -0.76 *** -1.06 *** -1.07 ** 
Midwest Nonmetropolitan -1.17 *** -1.40 *** -1.14 *** 
South Central City -0.58 *** -1.02 *** -0.48 *** 
South Urban Suburb -0.39 *** -0.88 *** 0.09  
South Rural Suburb -0.90 *** -1.40 *** -0.68 ** 
South Nonmetropolitan -1.36 *** -1.91 *** -1.09 *** 
West Urban Suburb 0.17  -0.02  0.25  
West Rural Suburb -0.34  -0.80 *** 0.18  
West Nonmetropolitan -1.29 *** -1.61 *** -1.40 *** 
Omitted: West Central City       
Own -0.40 ***     
Occupy with No Cost -2.56 ***     
Omitted: Rent       
Rent Adjusted by Relationship     -0.74 *** 
Rent Control     -0.10  
Rent Subsidy     -2.19 *** 
Black -0.18 *** -0.15  0.07  
Asian -0.05  -0.17  0.02  
Other Race -0.02  -0.04  0.19  
Hispanic -0.24 *** -0.42 *** -0.13  
Omitted: White       
Food Stamps -0.50 *** -0.41 *** -0.13  
Income 100%-110% of Poverty -1.23 *** -1.39 *** -1.28 *** 
Income 110%-120% of Poverty -1.31 *** -1.36 *** -1.66 *** 
Income 120%-130% of Poverty -1.61 *** -1.85 *** -1.92 *** 
Income 130%-140% of Poverty -1.63 *** -1.88 *** -1.94 *** 
Income 140%-150% of Poverty -1.90 *** -2.11 *** -2.24 *** 
Omitted: Income < 100%       
No Children 0.46 *** 0.42 *** 0.68 *** 
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4 or More Children -0.68 *** -1.12 *** -0.45 *** 
Omitted: 1-3 Children       
Elderly Head of Household -0.75 *** -0.80 *** -0.38 *** 
       
Log-likelihood Chi-square 2151.10  1138.23  1087.02  
Degrees of Freedom 30  28  31  
P <0.0001  <0.0001  <0.0001  
% Concordant / Discordant 76.7/23.0  77.9/21.6  81.2/18.5  
       

Source:  Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 2004).  
Notes: 
- The non-weighted sample includes all families that earn within 150% of the official poverty threshold for that 

family’s size. 
-  Households live in official poverty when household income is lower than the threshold defined by the Census 

Bureau for the relevant number of household members, children, and elderly. 
-  Households live in housing-induced poverty when household income less annualized housing costs is lower than 

two-thirds of the poverty threshold defined by the Census Bureau for the relevant number of household members, 
children, and elderly. 

- Households live in near-poverty when the household income is lower than 150% of the threshold defined by the 
Census Bureau for the relevant number of household members, children, and elderly. 

- Nonmetropolitan households live in either urban or rural nonmetropolitan areas as defined by the Census Bureau. 
-  Households that have received a rent subsidy as described in the table above met one of more of the following four 

criteria:  received a government subsidy, lived in a building owned by public housing authority, received a voucher 
to help pay rent, or were assigned to live at a specific public housing address. 

-  Households are considered Hispanic if Hispanic ethnicity was reported regardless of the race that was reported.  The 
other race categories exclude ethnic Hispanics. 

- Statistical significance is denoted as *** for the .01 confidence level, ** for the .05 confidence level, and * for the 
.10 confidence level.  

 

For all households earning less than 150% of the official poverty line (the first 

logit analysis), it is not surprising that 11 of the 15 regional variables are statistically 

significant at conventional levels since housing costs vary so greatly across geographic 

regions and between types of locations (urban vs. suburb vs. nonmetropolitan).  Within 

each of the four regions, families living in nonmetropolitan areas are the least likely to 

fall in housing-induced poverty, due most likely to the less expensive land and housing 

stock typically found in these areas.  Families living in the urban suburbs are the most 

likely to fall into housing-induced poverty in each of the four regions based on the 
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comparatively high coefficients of the urban suburb variables within each region (even 

though not all of these coefficients are statistically significantly different from the 

West Central City coefficient), perhaps due to the combination of relatively high 

housing costs (compared to more rural areas) and relatively low levels of public 

assistance (compared to the central cities).  It is surprising that families living in the 

central cities in the West and the Midwest are more likely to fall into housing-induced 

poverty than in the Northeast, while families living in urban suburbs in the Northeast 

are more likely to live in housing-induced poverty than families in the urban suburbs of 

the West and Midwest (families in the South are the least likely to live in housing-

induced poverty in both cases).  Possible explanations include more low-income 

families migrating to the close-in suburbs or more pervasive rental assistance in the 

Northeast; this presents an interesting area for further study. 

It is not surprising that owners are less likely to fall into housing-induced 

poverty than renters since families that have the resources to pay for a home are 

generally more wealthy than those that must rent, and it is also unsurprising that 

households who pay no monetary rent are far less likely to fall into housing-induced 

poverty since they have lower housing costs by definition. 

Interestingly, among all households it is white families that are the most likely 

to fall into housing-induced poverty (since all of the other coefficients are negative in 

comparison to the white omitted variable), while blacks and Hispanics are the least 
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likely racial and ethnic groups to be house poor amongst the lowest-income 

households. 

Predictably, as a family’s income gradually grows away from the official 

poverty line the likelihood of the family falling into housing-induced poverty 

decreases, whether the family owns or rents its home; the coefficients steadily decline 

in all three regressions as income rises. 

Households with 1 to 3 children are less likely to fall into housing-induced 

poverty than households with no children, and households with 4 or more children are 

less likely to fall into housing-induced poverty than households with 1 to 3 children.  

The decrease in the probability of living in housing-induced poverty as more children 

are added to the household can perhaps be explained by the fact that families that have 

children typically focus on meeting essential non-housing costs (food, diapers, 

clothing, etc.) before deciding how much can be spent on housing and then find 

housing accordingly.  Households headed by the elderly are less likely to live in 

housing-induced poverty than their younger counterparts, perhaps because many 

elderly have fully paid the mortgages on their homes and therefore have relatively low 

housing costs. 

For low-income households that own their homes (the second logit analysis), 

many of the same conclusions can be drawn.  Interestingly, there is much less 

statistically significant difference in the likelihood of falling into housing-induced 
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poverty between the central cities in the West, Northeast, and Midwest for low-income 

families that own their homes, when compared to all low-income households.  This 

implies that the housing-induced poverty effects of geography are muted by home 

ownership.  

For low-income households that rent their homes (the third logit analysis), 

families that receive rental assistance from programs such as Section 8 vouchers are 

less likely to live in housing-induced poverty (-2.19) than families that live in rent 

control apartments (-0.10) or that receive a break on the rent due to a relationship with 

their landlords (-0.74).  One explanation of this scenario is that the rental voucher 

programs are more closely tied to the prevailing market price in that particular location 

than the other two types of assistance, and therefore renters who use vouchers might be 

subject to less unforeseen variability in housing costs relative to other costs. 

In comparison to Table 8, Table 9 illustrates that these same variables have 

little predictive power in determining whether a family currently lives in official 

poverty.  Whereas a sizable majority of the geographic variables provide predictive 

power regarding housing-induced poverty, there are very few statistically significant 

differences between the geographic variables when predicting whether a family lives in 

official poverty; this is not surprising given that the official poverty statistic does not 

account for regional cost differences in the same way that housing-induced poverty 

does.  Interestingly, black families are more likely to live in official poverty (0.23) than 
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whites, but are less likely to live in housing-induced poverty (-0.18); this perhaps lends 

support to the notion that black families benefit disproportionally from housing 

assistance programs. 
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Table 9 
Estimates of the Determinants of Housing-Induced Poverty and Official Poverty 

Among Households in Near Poverty  

 Housing-Induced Poverty Official Poverty 
 N = 10316 N = 10316 
Variable Parameter Estimate Parameter Estimate 
Intercept 2.56 *** -0.16 * 
Northeast Central City -0.36 *** 0.12  
Northeast Urban Suburb 0.24 * -0.03  
Northeast Rural Suburb 0.08  -0.19  
Northeast Nonmetropolitan -0.89 *** -0.26 * 
Midwest Central City -0.27 ** -0.12  
Midwest Urban Suburb 0.05  -0.12  
Midwest Rural Suburb -0.76 *** 0.08  
Midwest Nonmetropolitan -1.17 *** -0.13  
South Central City -0.58 *** -0.01  
South Urban Suburb -0.39 *** 0.04  
South Rural Suburb -0.90 *** 0.05  
South Nonmetropolitan -1.36 *** 0.07  
West Urban Suburb 0.17  -0.04  
West Rural Suburb -0.34  0.03  
West Nonmetropolitan -1.29 *** -0.09  
Omitted: West Central City     
Own -0.40 *** -0.07  
Occupy with No Cost -2.56 *** 0.20 * 
Omitted: Rent     
Black -0.18 *** 0.23 *** 
Asian -0.05  0.08  
Other Race -0.02  -0.06  
Hispanic -0.24 *** -0.02  
Omitted: White     
Food Stamps -0.50 *** 1.33  
No Children 0.46 *** 0.54 *** 
4 or More Children -0.68 *** 0.43 *** 
Omitted: 1-3 Children     
Elderly Head of Household -0.75 *** -0.35 *** 
     
Log-likelihood Chi-square 2151.10  766.73  
Degrees of Freedom 30  25  
P <0.0001  <0.0001  
% Concordant / Discordant 76.7/23.0  64.2/ 34.8  
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Source:  Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 
2004).  

 
Notes: 
- The non-weighted sample includes all families that earn within 150% of the official poverty threshold for 

that family’s size. 
-  Households live in official poverty when household income is lower than the threshold defined by the 

Census Bureau for the relevant number of household members, children, and elderly. 
-  Households live in housing-induced poverty when household income less annualized housing costs is 

lower than two-thirds of the poverty threshold defined by the Census Bureau for the relevant number of 
household members, children, and elderly. 

- Households live in near-poverty when the household income is lower than 150% of the threshold defined 
by the Census Bureau for the relevant number of household members, children, and elderly. 

- Nonmetropolitan households live in either urban or rural nonmetropolitan areas as defined by the Census 
Bureau. 

-  Households are considered Hispanic if Hispanic ethnicity was reported regardless of the race that was 
reported.  The other race categories exclude ethnic Hispanics. 

- Statistical significance is denoted as *** for the .01 confidence level, ** for the .05 confidence level, and * 
for the .10 confidence level.  
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Chapter 5.  Policy Implications and Conclusions 

The implications of a shift to a more accurate measure of poverty would vary 

considerably across the federal programs that play a part in the War on Poverty, since 

there is little consistency in how the poverty guidelines are leveraged in assessing 

family eligibility.  Further, the impact would vary greatly between discretionary 

programs and entitlement programs. 

The overwhelming majority of federal programs that leverage the official 

poverty guidelines7 are funded through annual discretionary federal appropriations that 

do not automatically increase if the number of eligible recipients increases.  Instead, 

the fixed pot of funds must be spread more thinly throughout the eligible number of 

families.    Although each of these programs already struggles to serve all of those who 

are currently eligible, if millions more families were to become eligible and therefore 

the percentage of needy families that are served would to become embarrassingly 

small, this greatly expanded gap could be used by the proponents of these programs as 

leverage for increasing funding for assisting these low-income families. 

 

7 The poverty guidelines published by the Department of Health and Human Services are related to, but 
differ from, the poverty thresholds published by the Bureau of the Census.  Poverty thresholds are used 
for calculating all official poverty population statistics — for instance, figures on the number of 
Americans in poverty each year. They are updated each year by the Census Bureau.  The poverty 
guidelines are a simplified version of the federal poverty thresholds used for administrative purposes — 
for instance, determining financial eligibility for certain federal programs. They are issued each year in 
the Federal Register by the Department of Health and Human Services (HHS).  See the HHS website 
(http://aspe.hhs.gov/poverty/faq.shtml#differences) for a more detailed explanation. 

http://aspe.hhs.gov/poverty/faq.shtml#differences
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At least 31 federal programs (US Department of Health and Human Services 

2006) use the poverty guidelines to determine eligibility, per Table 10.  The income 

scale used by these programs varies widely:  some consider families eligible if they 

earn 100% of the poverty guidelines, others use 150%, and so forth.  

Table 10 
Federal Programs that Use the Poverty Guidelines to Determine Eligibility 

 
Department of Health and Human Services: 

Community Services Block Grant 
Head Start 
Low-Income Home Energy Assistance Program (LIHEAP) 
Community Food and Nutrition Program 
PARTS of Medicaid (28 percent of eligibles in Fiscal Year 2003) 
Hill-Burton Uncompensated Services Program 
AIDS Drug Assistance Program 
State Children's Health Insurance Program 
Medicare – Prescription Drug Coverage (subsidized portion only) 
Community Health Centers 
Migrant Health Centers Grants 
Family Planning Services 
Health Professions Student Loans — Loans for Disadvantaged Students 
Health Careers Opportunity Program 
Scholarships for Health Professions Students from Disadvantaged Backgrounds 
Job Opportunities for Low-Income Individuals 
Assets for Independence Demonstration Program 

Department of Agriculture:  
Food Stamp Program 
Special Supplemental Nutrition Program for Women, Infants, and Children (WIC) 
National School Lunch Program (for free and reduced-price meals only) 
School Breakfast Program (for free and reduced-price meals only) 
Child and Adult Care Food Program (for free and reduced-price meals only) 
Expanded Food and Nutrition Education Program 

Department of Energy:  
Weatherization Assistance for Low-Income Persons 

Department of Labor:  
Job Corps 
Migrant and Seasonal Farmworkers Program 
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Senior Community Service Employment Program 
Youth Activities (training) under the Workforce Investment Act 

Corporation for National and Community Service:  
Foster Grandparent Program 
Senior Companion Program 

Legal Services Corporation:  
Legal Services for the Poor 

 

The only entitlement programs that use the poverty guidelines for eligibility are 

Food Stamps, the National School Lunch Program, certain parts of Medicaid, and the 

subsidized portion of Medicare (the prescription drug coverage).  For these programs, 

each additional eligible family would automatically trigger additional funding for the 

program, and therefore using a more accurate measure of poverty would drive major 

policy shifts as Congressional budgeters and appropriators would act to balance these 

increased costs against other deficit-related decisions.  While it is quite difficult to 

estimate the additional cost that would be incurred by the federal government if 

housing-induced poverty were to be adopted as the official poverty measure (since 

these entitlement programs each have detailed eligibility criteria that extend beyond 

gross income and therefore many of the 17.2 million families that are house-poor but 

not officially poor would still be ineligible for the programs), it is safe to assume that 

many more families would be eligible and therefore the cost of these programs to the 

government would rise significantly.  

In addition, some state and local governments have chosen to use the federal 

poverty guidelines in some of their own programs and activities, such as financial 
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guidelines for child support enforcement and determination of legal indigence for court 

purposes.  Some private companies (such as utilities, telephone companies, and 

pharmaceutical companies) and some charitable agencies also use the guidelines in 

setting eligibility for their services to low-income families.  Each of these 

organizations would need to closely assess the impact of a shift to a more accurate 

measure of poverty. 

 

In conclusion, changing the official poverty measure from the current, outdated 

threshold to the more accurate housing-induced poverty construct would potentially 

spur policy changes both indirectly through the heightened pressure of huge increases 

in the number of needy Americans that are not being served by income-based 

assistance programs, as well as directly through the increased number of families that 

would be eligible for entitlement benefits.  Increasing the number of poor families 

overnight through such a change in definition would be politically unpopular to be 

sure, and might require either a tax increase or a spending decrease if the current 

sizable budget deficit were to preclude additional spending to pay for the added cost of 

entitlement programs.  However, for the 17.2 million households that are incorrectly 

considered to not be living in poverty when in fact they are living in true poverty 

conditions, this change cannot come soon enough. 
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Appendix A. Comparison of Data to Previous Research 

The research on housing-induced poverty conducted by Kutty (2005) included 

a logit regression analysis with housing-induced poverty as the dependant variable that 

is similar to the logit regressions run in this paper.  While there are notable differences 

in both the approaches to the data and in the data sets themselves, it is nonetheless 

instructive to compare Kutty’s results for 1999 with the results calculated in this paper 

for 2003. 

Table 11 compares one of the logit analyses from Kutty’s work (2005, Table 9, 

column 1) to its analogous logit regression in this paper (Table 8, column 1).  Several 

differences in the two models should be noted before comparing the logit coefficients: 

• Kutty included two independent variables – “Nonmarket Housing Price (Subsidy or 

Regulated)” and “Private Adjusted Housing Price” – that are not included in the 

logit regressions in this paper. 

• Kutty did not include race / ethnicity independent variables in her regression, and 

therefore those coefficients from Table 8 have been omitted in Table 11. 

• Kutty defined the omitted variable related to income levels as “Income 140-150% 

of Poverty” and did not include a category for “Income < 100%”, and therefore 

meaningful comparisons to the coefficients for income levels calculated in this 

paper cannot be made.  Therefore those coefficients from Table 8 have been 

omitted here. 
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• Kutty applied the weights from the 1980 census, while this paper uses the weights 

from the 1990 census. 

• Kutty used data from 1999 American Housing Survey, while this paper leverages 

the 2003 American Housing Survey data. 

 

Those differences notwithstanding, comparing the two analyses can provide 

interesting (albeit imperfect) insight into the changes in housing-induced poverty levels 

between 1999 and 2003.  First, it is notable that the geographic coefficients vary 

greatly between the analysis in this paper and the analysis performed by Kutty.  These 

discrepancies could be partly due to changes in the concentrations of poverty in certain 

locations and types of neighborhoods between 1999 and 2003, but more likely these 

differences are attributable to the use of different Census weights (1980 vs. 1990) that 

carry shifts in living patterns over that ten year period.  Therefore, comparing these 

geographic coefficients is not particularly meaningful. 

More interestingly, the likelihood of living in housing-induced poverty based on 

whether the family owns or rents its home changed very little between 1999 and 2003 

(-0.46 and -0.40, respectively).  The effect of having 4 or more children (-0.68) did not 

change at all between 1999 and 2003, but the likelihood of living in housing-induced 

poverty for families with an elderly head of household changed from -0.42 in 1999 to  

-0.75 in 2003. 
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Table 11 

Estimates of the Determinants of Housing-Induced Poverty in 2003 and 1999 
Among Households in Near Poverty  

 Housing-Induced Poverty 2003 Housing-Induced Poverty 1999 
 N = 10316 N = 4274 
Variable Parameter Estimate Parameter Estimate 
Intercept 2.56 *** -1.99 *** 
Northeast Central City -0.36 *** 0.27 * 
Northeast Urban Suburb 0.24 * 0.82 *** 
Northeast Rural Suburb 0.08  0.52 ** 
Northeast Nonmetropolitan -0.89 *** -0.57 * 
Midwest Central City -0.27 ** -0.04  
Midwest Urban Suburb 0.05  0.45 *** 
Midwest Rural Suburb -0.76 *** -0.24  
Midwest Nonmetropolitan -1.17 *** -1.03 *** 
South Central City -0.58 *** 0.14  
South Urban Suburb -0.39 *** 0.20  
South Rural Suburb -0.90 *** -0.59 *** 
South Nonmetropolitan -1.36 *** -1.21 *** 
West Urban Suburb 0.17  0.70 *** 
West Rural Suburb -0.34  -0.09  
West Nonmetropolitan -1.29 *** -0.57 * 
Omitted: West Central City     
Own -0.40 *** -0.46 *** 
Occupy with No Cost -2.56 *** -3.00 *** 
Omitted: Rent     
No Children 0.46 *** 0.66 *** 
4 or More Children -0.68 *** -0.68 *** 
Omitted: 1-3 Children     
Elderly Head of Household -0.75 *** -0.42 *** 
     
Log-likelihood Chi-square 2151.10  824.60  
Degrees of Freedom 30  27  
P <0.0001  <0.0001  
% Concordant / Discordant 76.7/23.0 

Sources: Author’s computations based on the 2003 American Housing Survey (U.S. Bureau of the Census 2004) 

 76.2/ 23.4  
     

and Kutty (2005).  
 
Notes: 
- The non-weighted sample includes all families that earn within 150% of the official poverty threshold for that 

family’s size. 
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-  Households live in official poverty when household income is lower than the threshold defined by the Census 
Bureau for the relevant number of household members, children, and elderly. 

-  Households live in housing-induced poverty when household income less annualized housing costs is lower than 
two-thirds of the poverty threshold defined by the Census Bureau for the relevant number of household members, 
children, and elderly. 

- Households live in near-poverty when the household income is lower than 150% of the threshold defined by the 
Census Bureau for the relevant number of household members, children, and elderly. 

- Nonmetropolitan households live in either urban or rural nonmetropolitan areas as defined by the Census Bureau. 
- Statistical significance is denoted as *** for the .01 confidence level, ** for the .05 confidence level, and * for the 

.10 confidence level.  
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