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Executive Summary
Trends in Worst Case Needs for Housing, 1978-1999

After having increased by one-fifth over the previous 10 years, between 1997 and 1999 the
number of U.S. households with worst case needs for rental assistance fell significantly, by at
least 8 percent, to 4.86 million. This reduction in worst case needs resulted from increasesin
income among very-low-income renters, but not from increases in the number of rental units
affordable to them. Instead, the trend of decline in the number of rental units affordable to
extremely-low-income househol ds accel erated between 1997 and 1999.

The findings detailed in this report thus represent both good and bad news. Real, significant
drops in numbers of households with severe rent burdens reduced the share of U.S.
households with worst case needsin 1999 to 4.7 percent, arecord low for the past two
decades, and this marked improvement shows that progress can be made in addressing the
nation’s most serious housing problems. Worsening shortages of housing affordable and
available to extremely-low-income renters, however, show that the underlying gap between
demand and supply continues.

This report also looks more generally at trends over the past two decades in housing
problems among both owners and renters at all income levels. The most notable changes are
increases in affordability problems among low-income owners. Although severe affordability
problems remain more common among very-low-income renters than other renters or owners
at any income level, over the past two decades the number and share of very-low-income
owners with affordability problems have risen more rapidly.

A brief section following this executive summary updates the trends studied in the body of
the report by giving an overview of changes between 1999 and 2001. Over this two-year
period, the number of households with worst case needs for rental assistance rose slightly,
but insignificantly, to 5.07 million. The number of units affordable to extremely-low-income
renters remained stable, so that—for the first timein the past decade—shortages of housing
affordable and available to extremely-low-income renters did not worsen.

Worst case needs fell between 1997 and 1999 but rose over the past two
decades

In 1999, an estimated 4.86 million unassisted very-low-income renter households, containing
10.9 million people, had worst case needs for rental assistance. “Worst case” needs are
defined as unassisted renters with very low incomes (below 50 percent of area median
income) who pay more than half of their income for housing or live in severely substandard
housing.

e Severerent burdens were by far the most common problem underlying worst case
needs. In 1999, ailmost 94 percent of those with worst case needs paid more than half
of their reported income for housing, while only 11 percent lived in units with severe
physical problems. For over three-fourths of those with worst case needs, 3.7 million,



asevere rent burden was their only housing problem, since they lived in uncrowded
housing that had neither severe nor moderate physical problems.

The number of worst case renters fell by at least 440,000 househol ds between 1997 and
1999, a significant decrease of at |east 8 percent over this 2-year period.

e The 1997-99 drop in worst case needs resulted from a reduction in the number of
very-low-income renters paying more than half of their income for rent and utilities.
The number of households living in severely inadequate units did not change.

o Worst case needs fell significantly between 1997 and 1999 because income growth
among very-low-income renters exceeded increases in the rents they paid.

The significant decline in worst case needs between 1997 and 1999 was the first drop
observed after 10 years of increasing need. Between 1987 and 1997, the number of
households with worst case needs rose from 4.5 million to arecord high of 5.4 millionin
1997. Between 1978 and 1985, worst case needs had also increased.

e |n 1999, the 4.9 million worst case households represented only 14.3 percent of
renters, and 4.7 percent of U.S. households, the lowest shares observed in the 21
years for which comparable worst case data are available.

e Over the two decades between 1978 and 1999, worst case needs rose in number but
fell as ashare of very-low-income renters. During this period, the number of
unassisted very-low-income renters with severe rent burdens rose from 3.2 to 4.6
million. By contrast, the number living in severely inadequate unitsfell by half, to
525,000.

Housing problems among all renters and owners

Very-low-income renters are much more likely to have housing problems, especially
severe problems of severely inadequate housing or paying more than half of income for
housing, than higher income renters. They are also more likely to have one or more
moderate or severe housing problems (of rent burden, physically inadequate housing, or
crowding) than very-low-income owners or higher income owners. Paying more than 30
percent of income for housing was by far the most common problem among all groups of
low- and moderate-income renters and owners.

e Between 1997 and 1999, the drop in worst case needs was not due to changesin
the number of renters reporting assistance. Instead, severe rent burdens fell among
al very-low-income renters, including assisted renters, and among all renters.

e |n 1999, 44 percent of very-low-income renters had severe problems, and another
34 percent had “moderate” problems, which include paying 31-50 percent of
income for housing or living in housing that is moderately inadequate or crowded.
Among very-low-income owners, 33 percent had severe problems and 25 percent
had moderate problems.



e Housing problems were much less common among renters and owners with “low”
incomes between 51 and 80 percent of median. In thisincome group, 6 percent of
renters and 9 percent of owners had severe problems, while 31 percent of renters
and 26 percent of owners had other problems.

o Very few households with moderate incomes (81-120 percent of median) had
severe problems. In thisincome group, only 3 percent of renters and 4 percent of
owners had severe problems, while 14 percent of renters and 17 percent of owners
had moderate problems.

Although severe problems remain uncommon among owners with low and moderate
incomes, over the past two decades these groups experienced faster growth in severe
problems, from a smaller base, than renters. Despite growth in numbers with problems,
the incidence of severe problems was lower in 1999 for unassisted renters with incomes
between 60 and 120 percent of median income than it had been in 1978.

o Between 1978 and 1999, housing payments requiring an unaffordable share of
income rose more rapidly among owners than among renters. The share of all
owners paying more than half of income for housing rose from 3.3 percent to 8.5
percent, while the share of renters paying more than half of income for housing
rose from 13.6 percent to 18.5 percent.

e For ownersasfor renters, affordability problems were much more common than
living in inadequate or crowded housing. Among all households, 11.8 percent
paid more than half of income for housing, and another 15.4 percent paid 31-50
percent of income for housing. By contrast, 2 percent lived in housing with severe
physical problems and another 4.7 percent had housing with moderate problems.
Nationally, only 2.5 percent of households were crowded.

Worst case needs and rental assistance among renters by income

The 1997-99 fall in the number of households with worst case needs for rental assistance all
occurred among renters with extremely low incomes [below 30 percent of HUD-adjusted
area median family income (HAMFI)], asincome growth caused the number of such
households to fall from 9 to 8.6 million.

e Yet extremely-low-income renters remained much more likely to have worst case
housing problems than those with higher incomes. Over two-thirds (68 percent) of
unassisted extremely-low-income renters—some 3.7 million households—had worst
case housing needs in 1999.

¢ Renterswith the lowest incomes much more often have severe housing problems than
those with higher incomes. For example, over three-fourths of unassisted renters with
incomes between 0 and 20 percent of HAMFI had severe problemsin 1999,
compared to 28 percent of unassisted renters with incomes between 31 and 40 percent
of HAMFI and only 8 percent among unassi sted renters with incomes between 51 and
60 percent of HAMFI.
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By 1999, over one-third of extremely-low-income renters reported rental assistance, up
from one-fourth in 1978, as rental assistance rose among low-income renters.
Nonetheless, in both years, over two-thirds of the extremely-low-income renters without
assistance had worst case problems.

Worst case needs, housing problems, and rental assistance by type of
household

Needs fell most rapidly among the elderly, families with children, and “other” families. The
1997-99 drop in worst case needs was greatest among “other families,” that is, nonelderly
households with related family members but no children. Declines were also above average
among the elderly and families with children, two groups often helped by rental assistance.
Worst case needs did not drop among the remaining two household typesidentified in this
report: households with disabled nonelderly adults or households containing only one or
more single adults younger than 62.

Between 1997 and 1999, needs among the elderly fell by an above-average drop of 12
percent to 1.0 million households. Among families with children, worst case needs fell by 10
percent to 1.8 million. Among these two household types, the 1997—99 drops more than
offset the decade’ s earlier low growth in worst case needs.

e Degpite thisimprovement, the likelihood of having worst case problems remained
high for very-low-income elderly and families with children without assistance. In
1999, 51 percent of unassisted elderly very-low-income renters, and 42 percent of
unassisted very-low-income renter families with children, had worst case problems.

o Elderly worst case renters were the very-low-income renters most likely to have
only a severe rent burden, while worst case families with children more often paid
more than half of their income and lived in inadequate or crowded housing.

e Among both the elderly and families with children, four-fifths of the households
with worst case problems had extremely low incomes (800,000 elderly and 1.4
million families with children).

The 1997-99 fall in worst case needs was fastest among “other” families, who are nonelderly
households with related family members but no children. The drop of 31 percent offset the
increases in needs recorded earlier in the decade. By 1999, unmet needs were 230,000,
effectively the same as the 1987 and 1989 levels of 220,000.

e Thishousehold type was least likely to have worst case problems:. in 1999, only 36
percent of unassisted families without children had worst case needs for assistance.

Worst case needs did not fall among very-low-income renter households with disabled adult
members, who also receive priority for rental assistance. Although an improved American
Housing Survey (AHS) proxy for the disabled suggests that almost half of this group receive
rental assistance, three-fifths of the unassisted disabled have worst case problems, the highest
rate of any household type.
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e Theimproved proxy suggeststhat at least 1.1 million very-low-income renter
households with worst case needs had adults with physical or mental disabilities.

The number of households with worst case needs did not change between 1997 and 1999
among the residual group of single adults less than 62 years old who live alone or with other
unrelated singles.

e Some of these 1.2 million households are probably disabled. Others may be
temporarily experiencing a severe rent burden since, on average, thisgroup is
younger and better educated than the other household types.

The share of worst case households with earnings continues to increase

Working continued to increase among those with worst case problems. Although the number
of worst case households with workers fell dlightly because of the large decline in the total
number with worst case needs, the share of nonelderly, nondisabled worst case households
who had earnings as their primary income source rose from 73 percent in 1997 to 77 percent
in 1999. This change continues the rise observed since 1991, when 67 percent of such worst
case renters had earnings as their main source of income.

e Among very-low-income worst case families with children, the number with earnings
as primary source of income remained at 1.2 million even though the total number of
households with worst case needs fell. Among all very-low-income renters with
children, the share relying on earnings rose from 66 percent to 74 percent between
1997 and 1999, both substantially above the rate of 59 percent observed in 1991.

e Among extremely-low-income worst case families with children, the share relying on
earnings rose from 56 percent to 64 percent between 1997 and 1999, while the share
reporting any welfare income dropped from 36 percent to 31 percent.

Worst case needs by race and ethnicity

Worst case problems dropped most sharply between 1997 and 1999 among Hispanics (16
percent) and non-Hispanic whites (14 percent). But worst case needs rose significantly for
non-Hispanic blacks, increasing by 11 percent to arecord high of 1.2 million.

Between 1991 and 1997, Hispanics experienced the fastest growth in worst case problems,
but the 1997-99 drop offset half of the earlier rise. Between 1987 and 1999, the two recent
lows in worst case needs, needs among Hispanics increased by 44 percent. Although this rate
of growth in worst case problems exceeded that for either blacks or whites, it nonetheless
lagged the 63-percent growth in total number of Hispanic very-low-income renters.

e |n 1999, Hispanics had alower rate of severe problems among unassisted very-low-
income renters (41 percent) than any other racial/ethnic group. They were also the
racial/ethnic group least likely to receive rental assistance (25 percent).

Among non-Hispanic whites, worst case needs fell by 14 percent, or 400,000, between 1997
and 1999. In 1999, they stood at arecord low over the 1978-99 period of 2.5 million, well
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below the 1987 level of 2.8 million. Still, 47 percent of unassisted white very-low-income
renters had worst case problemsin 1999.

Non-Hispanic blacks, with needs at arecord high of 1.2 million in 1999, were the only
racial/ethnic group with growth in worst case needs between 1997 and 1999. That growth
occurred mainly among nonelderly single persons.

e 1n 1999, blacks had the highest rate of severe needs among unassisted very-low-
income renters—49 percent. They were also the racia/ethnic group most likely to
receive assistance (37 percent).

Between 1978 and 1999, worst case needs grew most rapidly among other minorities—
Asian-Americans and Native Americans. In 1999, however, the housing problems of
these minorities did not differ significantly in type or incidence from those of other
racial/ethnic groups.

The location of households with worst case needs

In 1999, households with worst case needs were most numerous in the South (1.5 million)
and the West (1.4 million). But very-low-income renters most often had worst case problems
in the West and the Northeast (48 percent and 47 percent of unassisted very-low-income
renters, respectively).

More than half of worst case renters (2.5 million) lived in central cities, and the likelihood of
having worst case problems was highest there (48 percent of unassisted very-low-income
renters). Few worst case renters lived outside of metropolitan areas (650,000), and needs
among unassisted very-low-income renters were least likely there (40 percent). The 1.7
million worst case renters in suburbs represented 46 percent of the unassisted very-low-
income renters living there.

Regionally, decreases in worst case problems between 1997 and 1999 were greatest in the
Northeast, where needs fell by 18 percent. Needs dropped least in the Midwest (2 percent)
and South (4 percent), and these small drops were not statistically significant.

In 1999, very-low-income renters were least likely to receive rental assistance in suburbs (25
percent) and most likely to be assisted in nonmetropolitan areas (32 percent).

e These differentias held throughout the 1990s, although both worst case needs and the
numbers of renters receiving assistance grew most quickly in western and southern
suburbs during this period.

Between 1978 and 1999, numbers of very-low-income renters, renters with worst case needs,
and renters receiving rental assistance all increased most rapidly in the West. During this
period, the West shifted from having the lowest incidence of unassisted very-low-income
renters with worst case problems (42 percent in 1978) to the highest (48 percent in 1999).

e Between 1978 and 1999, the incidence of worst case problemsfell in the Northeast
(from 54 percent to 47 percent).
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¢ Inboth the South and the Midwest, the share of unassisted very-low-income renters
having worst case problems was the samein 1999 asit had been in 1978 (45 percent
in the South; 43 percent in the Midwest).

Shortages of affordable units compared to numbers of renters needing them
were worst for renters with extremely low incomes

Worst case needs were highest among extremely-low-income renters because there were
severe shortages of housing affordable to them, only 78 units per 100 rentersin 1999.
Moreover, many of the 6.7 million units “affordable”’ to households with incomes at 30
percent of local median were occupied by higher income renters. Because of this, there were
only 42 units both affordable and potentially “available” for every 100 extremely-low-
income renters. Nationally, this represents a deficit of 4.9 million units.

e Shortages of affordable housing, and of affordable and available housing, only
occurred for extremely-low-income renters. Nationally, below all higher income
cutoffs, there were more affordable units than renters. In particular, the 5.8-million
surplus of units affordable to renters with incomes between 30 and 50 percent of
median greatly outweighed the 1.8-million-unit shortage of units affordable to
households with incomes below 30 percent of median. Therefore, cumulatively there
were more units affordable to househol ds with incomes below 50 percent of median
income than renters. 127 units per 100 very-low-income renters.

e [n 1999, fully 89 percent of U.S. rental units—33 million units—had rents affordable
to households with incomes below 80 percent of median, whereas only two-thirds of
renters—22 million households—had these “low” incomes. Thus, there was alarge
surplus of units affordable to households with low incomes, 150 affordable units for
every 100 low-income renters. There was also a surplus of units both affordable and
available to households with incomes below 80 percent of median—2106 units per 100
renters.

e When other relevant factors—the number of bedrooms needed, the location of units
and renters, and whether a unit’srent is less than 30 percent of the occupant’s
income—are considered, local shortages can be worse than these national summary
measures imply. Nationally, shortages of housing affordable and available to renters
with extremely low incomes were most severe for units with three or more bedrooms.

During the 1990s, numbers of affordable units fell and shortages worsened

Between 1997 and 1999, past decline in the number of units affordable to households with
extremely low incomes accel erated, continuing a national pattern of 1oss observed since
1991. During the 1990s, the number of such unitsfell by 1.6 million, adrop of 19 percent.

! Units “affordable” to an income range have rents less than or equal to 30 percent of the highest incomein
the range. Affordable units that are “available” to an income range are vacant for rent or occupied by
households with incomes in or below the income range.
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e Unitswith rents affordable to households with incomes between 30 and 50 percent of
HAMFI also dropped in number between 1997 and 1999. During the 1990s, these
units declined by 670,000, a 5-percent rate of loss.

e By contrast, the number of units with rents affordable to households with incomes
between 51 and 80 percent of HAMFI grew in number during the 1990s. The increase
of 1.7 million units represented growth of 12 percent during the 1990s.

Although numbers of extremely-low-income renters fell between 1997 and 1999, shortages
of rental housing affordable and available to extremely-low-income renters worsened.

e Between 1991 and 1999, the national shortage of units affordable and available to
extremely-low-income renters worsened appreciably. The number of such units fell
from 52 per 100 renters with incomes below 30 percent of median income to only 42
units per 100 renters.

e Theexpansion of 1.7 million during the 1990s in the number of units affordable to
incomes between 51 and 80 percent of median greatly outpaced asmall increasein
rentersin thisincome range. The large surplus of affordable units widened slightly
from 147 such units per 100 low-income rentersin 1991 to 150 unitsin 1999. The
national surplus of units affordable and available to low-income renters was stable,
changing only from 108 units per 100 rentersin 1991 to 106 unitsin 1999.

Between 1985 and 1999, the median rent burden for renters with incomes below 30 percent
of median in those 2 years rose slightly, to almost 58 percent of income. By contrast, median
rent burdens fell for all other income groups, and in both years they were below 25 percent of
income for all groups with incomes above 60 percent of median. These results confirm the
persistence over time of severe shortages of units affordable to extremely-low-income
renters, but show little or no need for rental subsidies for households with incomes above 60
percent of median income.

Shortages of affordable housing were most severe in the suburbs and central
cities of the West and Northeast

Among the four census regions, shortages of affordable housing were worst in the West. In
1999, the West had only 31 affordable and available units for every 100 extremely-low-
income renters. Regionally, shortages were least pressing in the Midwest, where there were
48 such units per 100 renters. The Northeast had 42 such units, and the South 46 units, for
every 100 renters.

e Both nationally and within regions, shortages of affordable housing were consistently
worse in cities and suburbs than they were outside of metropolitan areas. Shortages of
units affordable and available to extremely-low-income renters were most pressing in
the suburbs. Nationally, there were only 36 units available for every 100 renters; in
western suburbs, there were only 27 units per 100 renters.

e Surpluses of housing affordable and available to households with incomes below 80
percent of median were greatest in the Midwest, where there were 110 units per 100
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renters. There were also surpluses of such housing in the nonmetropolitan parts of all
four regions.

Declines during the 1990s in the number of units affordable to households with incomes
below 30 percent and below 50 percent of median income were greatest in the Midwest and
South and in suburban parts of metropolitan areas. The West, by contrast, gained units
affordable to households with incomes below 50 percent of median income during the 1990s.

Housing with rents below local fair market rents are least often available in
metropolitan areas in the West and Northeast; there, since fair market rents
tend to be high in relation to area median incomes, more renters could benefit
from vouchers, but vouchers are harder to use.

Vacancy rates for units with rents below local fair market rents (FMRS) were low in the West
and Northeast in 1999, particularly among units with three or more bedrooms. In the West, 5
percent of units with below-FMR rents were vacant, and in the Northeast, 6 percent of such
units were vacant. In the Midwest, vacancy rates were a high 11 percent for units with below-
FMR rents, and in the South, vacancy rates for such units were 10 percent.

e Among units with three bedrooms and below-FMR rents, only 3 percent were vacant
in the West, and only 4 percent in the Northeast. Vacancy rates among such units
were higher in the Midwest (7 percent) and South (8 percent).

e Below-FMR vacancy rates were lowest in the suburbs and central cities of the West
and Northeast.

Across the country, 2002 FMRs vary widely in terms of their affordability to households
with different incomes in relation to area median income. In the tightest markets FMRs can
be affordable to households with incomes as high as 76 percent of area median income
(AMI), while in the loosest markets they may be affordable to households with incomes as
low as 35 percent of AMI.

e Almost half of the U.S. population (46 percent) lived where FMRs were affordable to
households with incomes below 50 percent of AMI. In nonmetropolitan areas, fully
three-fourths of the population lived in areas where FMRs were affordable to
households with incomes below 50 percent of AMI.

e FMRswere most likely to be affordable to househol ds with incomes that were
relatively high in relation to AMI in northeastern and western metropolitan statistical
areas (MSAS). In MSAs in the South and Midwest, by contrast, FMRs were on
average affordable to households with incomes that were amost aslow in relation to
AMI as they were outside of metropolitan areas.

¢ Inall regions and metropolitan areas, vacancy rates tended to be lowest in the
locations where FMRs were affordable to households with incomes that were highest
inrelation to AMI.
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Very-low-income renter households were most likely to have worst case problemsin the
locations with the worst shortages of housing both affordable and available to extremely-
low-income renters. These locations—especially suburbs in the West and Northeast—are
also those with the lowest below-FMR vacancy rates and the highest FMRs in terms of
affordability to incomesin relation to AMI. By all the measures considered in this
report—the shares of unassisted very-low-income renters with worst case problems,
shortages of housing affordable and available to renters with extremely low incomes, and
shortages of housing with rents below local FM Rs—housing problems and housing
market conditions are worst in metropolitan areas, particularly in the West and Northeast,
and |east severe outside of metropolitan aress.

Summary

The continuing shortage of units affordable without rental assistance to the income
groups most likely to have worst case problems implies that the reduction in worst case
needs observed between 1997 and 1999 could prove temporary. Continued progress
depends crucially on whether income growth can continue to exceed rent increases and
whether the number of units affordable and available to extremely-low-income renters
can increase more quickly than the number of such renters. In view of the worsening
shortages of units affordable to extremely-low-income renters during the 1990s, rents at
the lower end of the rental distribution might well again rise at above-average rates of
growth. If so, any slowing of income growth among very-low-income rentersin
economic downturns could easily cause worst case needs to rise again.

Examined over the past two decades, the number of households with worst case needs
has grown, but more slowly than either al households or all very-low-income renters.
This relative success has been achieved in large part by increasing the number and share
of very-low-income renters that receive assistance. At the same time, however, growing
shares of those reporting assistance also report excessive rent burdens. In addition,
although housing problems among owners continue to be less common or severein every
income range than problems among renters, the number and share of very-low- and low-
income owners reporting housing cost burdens have risen over the past two decades.

Because of such evidence about growing housing problems among households other than
unassisted very-low-income renters, the final chapter of this report considers the
implications of these trends and of evolving policy questions for future research to
improve estimates of severe housing and neighborhood problems among American
households.
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Worst Case Needs for Housing and Shortages of Affordable
Housing in 2001

In 2001, an estimated 5.07 million very-low-income renter households had worst case needs
for rental assistance in the U.S. The difference between this number and the 4.86 million
households estimated to have had worst case needsin 1999 is not statistically significant.
Although worst case needs rose slightly among unassisted white and elderly very-low-
income renters, both housing problemsin general, and worst case needs in particular,
changed very little among very-low-income renters between 1999 and 2001.

Shortages of affordable rental housing also did not change greatly between 1999 and 2001.
Shortages remained most severe for units affordable to renters with extremely low incomes,
with only 42 units affordable and available in 2001 for every 100 renters with incomes below
30 percent of area median income (AMI). The number of units affordable to renters with
incomes below 50 percent of AMI, however, fell by astatistically significant 4 percent
between 1999 and 2001, thus slightly worsening shortages of units affordable in thisincome
range. Y et there remained large surpluses of housing affordable to renters with incomes
above 60 percent of AMI.

Worst case needs did not change significantly between 1999 and 2001.

In 2001, an estimated 5.07 million unassisted very-low-income renter households had worst
case needs for rental assistance. “Worst case” needs are defined as unassisted renters with
very low incomes (below 50 percent of AMI) who pay more than half of their income for
housing or live in severely substandard housing.

e Paying more than half of reported income remained by far the most common problem
underlying worst case needs. Over 94 percent of those with worst case needs had
these severe rent burdens, while fewer than 10 percent lived in units with severe
physical problems. Over three-fourths of those with worst case needs had a severe
rent burden as their only housing problem, since they lived in physically adequate and
uncrowded housing.

e Three-fourths of those with worst case needs had extremely low incomes (below 30
percent of AMI), as has generally been the case over the past two decades.

e By household type, the number of households with worst case needs rose to 1.2
million among the elderly. Thisincrease of 14 percent brought the number of elderly
with worst case needs back to the 1997 level. Worst case needs fell by 16 percent
among non-elderly single adults living alone or with other singles. Needs did not
change significantly for families with children, other families, or households with
disabled non-elderly adults.
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e Worst case needs dropped slightly, but insignificantly, among minority renters with
very low incomes. They rose significantly, by amost 10 percent, to 2.8 million
househol ds among non-Hispanic white renters.

e Worst case needs rose most, albeit insignificantly, in the Northeast. 1n 2001,
unassisted very-low-income renters were still most likely to have worst case problems
in the West and the Northeast. In both regions, 50 percent of unassisted renters had
these severe problems, compared to 44 percent in the South and Midwest regions.

Severe housing problems did, however, rise significantly between 1999 and
2001 among owners with very low incomes and low incomes.

e The number of low and moderate income owners and renters with critical housing
needs rose to 14.46 million between 1999 and 2001, a significant increase of 9
percent. Critical housing needs, an extension of the worst case concept, are defined
to include all households with incomes below 120 percent of AMI, including renters
reporting assistance, that have severe cost burdens or severely inadequate housing.

e Theincreasein critical housing needs was caused by significant risesin severe cost
burdens among low-income owners. The number of owners with incomes below 80
percent of AMI who paid more than half of their reported income for housing rose by
one million. The number of households with severe cost burdens did not rise
significantly among other owners or rentersin any income range.

Shortages of rental housing affordable and available to renters with very low
incomes worsened slightly between 1999 and 2001, but for incomes above 60
percent of AMI, surpluses of affordable and available housing continued.

Shortages of housing remained most severe for units affordable and available to renters
with extremely low incomes. In 2001, there were still only 42 units affordable and
available for every 100 renters with income below 30 percent of AMI, a shortage of 4.9
million units. The number of units affordable to renters with incomes below 50 percent
of AMI, however, fell by a statistically significant 4 percent between 1999 and 2001, thus
slightly worsening shortages of units affordable in thisincome range. Nationally there
remained a surplus of units affordable and available to renters with incomes below 80
percent of AMI, with 105 units per 100 renters.

e Between 1999 and 2001, shortages of housing affordable to renters with incomes
below 30 percent of AMI remained most severe, but they did not worsen. Neither
the number of renters with extremely low incomes nor the number of units
affordable to them changed significantly between 1999 and 2001. The number of
units affordable and available to renters with extremely low incomes also
remained steady. In 2001 asin 1999, there were only 42 units affordable and
available for every 100 renters with incomes below 30 percent of AMI, a national
shortage of 4.9 million units.
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The number of units affordable to renters with incomes below 50 percent of AMI
fell by 760,000 between 1999 and 2001, a statistically significant decline of 4
percent. In addition, more of the unitsin this affordability range were occupied by
higher-income renters. For these reasons, the shortage of units affordable and
available below 50 percent of AMI fell dightly, from 78 unitsto 76 units per 100
renters.

Asoccurred earlier in the decade, the number of units affordable to renters with
incomes between 50 percent and 80 percent of AMI rose slightly between 1999
and 2001. Nationally, the surplus of affordable units remained greatest for
incomes below 80 percent of AMI, with 148 units per 100 renters. The national
surplus of units affordable and available to renters with incomes below 80 percent
of AMI also was essentially stable, slipping from 106 units to 105 units per 100
renters. Above thisincome cutoff, surpluses of affordable and available housing
rose slightly.

Regionally, declines in numbers of units affordable to renters with incomes below
50 percent of AMI were greatest in the West, and only significant there. The West
was al so the only region to experience a net decline in units affordabl e to incomes
between 50 percent and 60 percent of AMI. Altogether, the total number of units
affordable to renters with incomes below 60 percent of AMI fell in the West by a
highly significant 600,000, or 12 percent, between 1999 and 2001, thus offsetting
the increase in affordable units experienced in the West during the 1990s.
Although the number of rentersin thisincome range also dropped, the greater
decline in number of units caused the shortage of units affordable and available to
renters with incomes below 60 percent of AMI to fall from 85 units to 80 units per
100 renters in the West.
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Chapter 1

Worst Case Needs in 1999 and Changes in Housing Problems in
the United States Between 1978 and 1999

After having increased by one-fifth over the previous 10 years, between 1997 and 1999 the
number of U.S. households with worst case needs for rental assistance fell significantly, by at
least 8 percent, to 4.86 million. This reduction in worst case needs resulted from increasesin
income among very-low-income renters, not increases in the number of rental units
affordable to them. Instead, the long-term trend of drops in the number of rental units
affordable to extremely-low-income households accel erated between 1997 and 1999.

The findings detailed in this report thus represent both good and bad news. Real, significant
drops in housing problems have reduced the share of U.S. households with worst case needs
to 4.7 percent, arecord low for the past two decades, and this marked improvement shows
that progress can be made in addressing the nation’s most serious housing problems. Severe
and worsening shortages of housing affordable and available to extremely-low-income
renters, however, suggest that the recent improvement may well prove vulnerable to
economic downturns.

The findings of this report are presented in three chapters. This chapter answers basic
guestions about worst case needs. how many renter households had these severe needs for
rental assistance in 1999, and how the number and share of households with worst case needs
have changed since 1978. It also places worst case needs in a broader context by examining
both severe and moderate housing problems over the past two decades among all U.S. renters
and ownersin different income ranges.

Severe and Moderate Housing Problems

Sever e housing problems—Housing or rental costs exceed 50 percent of reported
income, or there are severe physical problemsin the plumbing, heating, electrical system,
upkeep, or hallways of the unit.

M oder ate housing problems—Housing or rental costs exceed 30 percent of reported
income but are no more than 50 percent of income, or there are moderate physical
problemsin the unit, or the unit is overcrowded. See Appendix D for definitions of severe
and moderate physical problems.

The second chapter examines the characteristics of renters with worst case needs in more
detail—the types of households affected; their income, age, race, ethnicity, and work effort;
and their location within the four census regions and the city, suburban, and nonmetropolitan
parts of those regions. The third chapter examines the supply of housing at different rent
levels, highlighting the severe and worsening shortages of rental housing affordable and



available to renters with extremely low incomes. The final chapter identifies some limitations
of worst case needs as the current measure of the nation’s most severe housing problems and
discusses additional dimensions of housing and neighborhood problems that future research
might consider.!

Worst case needs for rental assistance among very-low-income renters

In 1999, 4.86 million unassisted renter households had worst case needs for rental assistance.
Households with worst case needs are defined as unassisted renters with incomes below 50
percent of the local HUD-adjusted area median family income (HAMFI) who pay more than
half of their income for housing or live in severely substandard housing.? According to the
best estimates available from the 1999 American Housing Survey (AHS), 4.86 million renter
households who did not receive rental assistance had these “very low” incomes® and severe
housing problems. They represented 32.8 percent of all very-low-income renters and 46
percent of unassisted very-low-income renters.

The 4.86 million households with worst case needs in 1999 included 10.9 million people,
among them 3.6 million children, 1.4 million elderly, and some 1.1 million disabled
adults. One-third of those with worst case needs were children. Indeed, as Exhibit 1-1
illustrates, amost three-fifths of the 10.9 million people with worst case needs in 1999
were elderly, children, or disabled.* Another one-fourth of the people with worst case
needs were adults living with children. Around 4 percent of the elderly persons with
worst case needs were heads of households with children present.

! HUD’s previous reports to Congress are: Priority Problems and “ Worst Case” Needsin 1989 (June 1991,
HUD-1314-PDR), The Location of Worst Case Needs in the Late 1980s (December 1992, HUD-1387-PDR),
Worst Case Needs for Housing Assistance in the United States in 1990 and 1991 (June 1994, HUD-1481—
PDR), Rental Housing Assistance at a Crossroads: A Report to Congress on Worst Case Housing Needs
(March 1996), Rental Housing Assistance—The Crisis Continues (April 1998), and Rental Housing
Assistance—The Worsening Crisis (March 2000). The 1994, 1996, 1998, and 2000 reports are available online
at http://www.huduser.org under the Publications heading.

2 Although the homeless by definition have “substandard” housing and should therefore be included in any count
of worst case needs, the homeless are omitted from this and earlier reports’ counts of worst case needs because
the AHS surveys and counts only persons in housing units.

3 Appendix B details the statutory adjustments underlying HUD’ s official “very low” and “low” income cutoffs.
* The estimate of numbers of disabled adults living in households with worst case needs is more uncertain than
the counts of elderly and children drawn directly from AHS data. This occurs because the AHS does not directly
count persons who would qualify for programs that serve persons with physical or mental disabilities. Instead, as
discussed in Chapter 2, the estimate is based on an improved AHS proxy for households with disabilities
developed from analysis of households reporting permanent physical disabilities on the Physical Modifications
Supplement of the 1995 American Housing Survey, supplemented by comparisons with data on persons
receiving Supplemental Disability Income.



Exhibit 1-1 Almost 60 percent of the 10.9 million persons with worst case
needs in 1999 were elderly, children, or disabled.

MElderly

M Children

B Disabled

E Adults with
children

O Other adults

E26%

Source: HUD-PD&R tabulations of the 1999 American Housing Survey.

The number of worst case renters fell significantly, by at least 8 percent, between 1997
and 1999

When the effects of procedural changes are controlled for, worst case needs are estimated
to have dropped by at least 440,000 househol ds between 1997 and 1999, a statistically
significant fall of 8 percent.®

The 1999 estimate of 4.86 million households with worst case needs is not directly
comparable to the 1997 record high of 5.4 million households reported in the March 2000
worst case report to Congress, Rental Housing Assistance—The Worsening Crisis. To
identify substantive change in worst case needs over the 1997—99 period, real change was
distinguished from differences in counts that resulted from changed procedures.”

® Asdetailed in Appendix C, which discusses procedural changes in the AHS and their effects on changesin
worst case needs, the “real” declinein worst case needs is some number between 440,000 and 660,000, a
decline of 8 to 12 percent. All of the estimates of 1997—-99 worst case declines presented in this report
conservatively assume that only 440,000 of the total drop isreal rather than procedural.

® The components of change break down as follows: In 1997, there were 5.38 million households with worst
case needs. When very-low-income renters are defined using 1995 income limits in both 1997 and 1999,
adjusted only for inflation (to ensure comparability across time), the number of worst case needsin 1999
represents a“real” decline of at least 440,000 and a “procedural” decline of ho more than 220,000 since 1997.
Using 1999 income limits to reflect the real growth in income between 1995 and 1999, however, increases the
number of worst case needs by 140,000. In sum, 5.38 million households in 1997 minus 440,000 minus 220,000
plus 140,000 = 4.86 million households with worst case needsin 1999.

" As Appendix C details, new questions on the AHS questionnaire probably reduced the 1999 estimate of
households with severe rent burdens, while a new procedure, adopted for this report to approximate HUD’ s

official 1999 income limits as closely as possible, dightly raised 1999 estimates of worst case needs.



Income growth drove the 1997-99 decline in wor st case needs

Worst case needs fell significantly between 1997 and 1999 because during this period
income growth among very-low-income renters exceeded increases in the rents they paid.
In the preceding years, by contrast, rents rose faster than incomes. Among all renters,
rents rose less than incomes between 1997 and 1999: median gross rents paid increased
by 6 percent between 1997 and 1999, while median income rose by 8.5 percent. Among
very-low-income renters, median rents paid also rose by 6 percent, but median income
rose by an above-average 14 percent.

As Exhibit 1-2 shows, during most of the 1990s the median gross rents paid by very-low-
income renters rose at faster rates over each 2-year period than did their incomes. Between
1997 and 1999, however, median incomes of very-low-income renters rose by 14 percent,
well above the rise of 6 percent in the median rent for this group. This faster income growth
among very-low-income renters is consistent with the decline in national poverty rates from
11.8 to 10.6 percent observed over this 2-year period.?

Exhibit 1-2 In 1997-99, income outpaced rents among very-low-income
renters for the first time since 1987-89.
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Source: HUD-PD&R tabulations of the 1985, 1987, 1989, 1991, 1993, 1995, 1997, and 1999 American Housing Surveys.

8 HUD tabulations of the Current Population Survey similarly revealed faster real income growth among the
bottom quintile of the household income distribution between 1997 and 1999. Over that period, real median
income grew by 6.2 percent, while mean income of the lowest quintile grew by 7.9 percent.



Fewer worst case renters had severe rent burdens

Between 1997 and 1999, the number of very-low-income renters paying more than half of
their income for rent and utilities declined, while the number of households livingin
severely inadequate units remained constant. The 8-percent decline in worst case needs
between 1997 and 1999 resulted solely from a drop in the number of very-low-income
renters with severe rent burdens. Among all households with worst case needs in 1999,
only 527,000 had housing with severe physical problems, far below the 4.55 million with
severe rent burdens.

By definition, unassisted very-low-income renters have worst case needs for rental assistance
if they pay more than half of their grossincome for housing (a*“severe” rent burden) or livein
severely inadequate housing. In 1999, 94 percent of worst case renters paid more than half of
their income for rent, while 11 percent lived in severely inadequate housing (5 percent had
both problems).

In 1999, over three-fourths of worst case renters (77 percent) had a severe rent burden as their
only housing problem, since they lived in adequate, uncrowded housing. For these
households, paying more than half of their reported income for housing was their only
housing problem. This finding implies that alarge share of households with worst case needs
could use vouchersin their current housing unitsto alleviate the severe rent burden that is
their only housing problem.

The drop in worst case needs was the first since 1987

The significant decline in worst case needs between 1997 and 1999 was the first drop
observed after 10 years of increasing numbers of households with worst case needs.
Between 1987 and 1997, the number of households with worst case needs had risen from
4.5 million to arecord high of 5.4 millionin 1997.

Exhibit 1-3 summarizes changes in the number of very-low-income renter households
with worst case needs between 1978 and 1999. ° In 1997, the number of households with
worst case needs was higher, at 5.4 million, than at any earlier time.

According to Annual Housing Survey dataand 1970 census weights, worst case needs
mushroomed between 1978 and 1983, rising more than 25 percent in those 5 years, from
4.0t0 5.1 million. Partial data show that worst case needs among elderly and family
households had al'so risen earlier in the 1970s.%°

Between 1985 and 1987, the number of households with worst case needsfell by a
statistically significant 400,000. However, this drop was followed by a steady rise, from

° Although the Annual Housing Survey was first taken in 1973, before 1978 data on household income was not
collected for nonfamily households, making it impossible to estimate worst case needs for all very-low-income
renters as is now the convention.

19 According to the first report to Congress on worst case needs, Priority Housing Problems and ‘ Worst Case’
Needsin 1989, before 1978 the number of elderly and family very-low-income renters with worst case needs
increased from 2.5 million in 1974 to 3 million in 1978 (Figure 4 and Table 6).



4.510 5.4 million, over the 10 years between 1987 and 1997.*! The drop in needs of at
least 440,000 households between 1997 and 1999 is thus larger than the only significant
drop previously observed.

In addition to showing the significant 1997-99 drop, Exhibit 1-3 also shows the best
estimate for 1999 of 4.86 million worst case renters. Thisis shown separately because it
is not directly comparable to the earlier data.™

Exhibit 1-3 After rising for 10 years, worst case needs dropped by at least
440,000 between 1997 and 1999.
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Source: HUD-PD&R tabulations of the 1978, 1981, and 1983 Annual Housing Surveys and of the
1985, 1987, 1989, 1991, 1993, 1995, 1997, and 1999 American Housing Surveys.

Worst case needs at relative lows

In 1999, the 4.9 million worst case households represented 14.3 percent of all U.S.
renters, or one in seven renters. Y et they comprised only 4.7 percent of U.S. households,
the lowest share observed in the 21 years for which comparable worst case data are
available.

The significantly lower number of households with worst case needsin 1999 is
particularly impressive when considered as shares of all very-low-income renters, of
unassisted very-low-income renters, or of all U.S. households. As Exhibit 1-4 details, in
1999 households with worst case needs represented |ess than one-third (32.8 percent) of
very-low-income renters. Thisis not only a marked drop from the 1997 share of 36.3

1 Asthe exhibit shows, in 1991 worst case needs estimated with 1990 weights were some 100,000 households
lower than estimates with 1980 weights, so the true rise in needs between 1987 and 1997 was closer to 1 million
than 900,000. Note also that the estimates of worst case needs given for 1985 through 1995 in this exhibit and in
the appendix are lower than the time series estimates presented in Table A—4 of Rental Housing Assistance—
The Crisis Continues. As discussed in Appendix C, worst case estimates in this report exclude households
reporting assistance from state and local programsin all yearsin order to be comparable to post-1997 estimates.
12 See footnote 6 above.



percent and far below the 1983 high of 42 percent, but it isaso arecord low over the two
decades with comparable data.

Some of thislong-term drop occurred because the share of very-low-income renters
participating in rental assistance programs increased over the past two decades, albeit
slowly in recent years. Whereas only 20 percent of very-low-income renters reported
being assisted by federal, state, or local programsin 1978, 28 percent reported being
assisted in 1991 and 29 percent in 1999.

But the incidence of worst case needs also fell among unassisted renters. In 1983, almost
55 percent of unassisted very-low-income renters had worst case needs for rental
assistance, and in both 1995 and 1997, over half of unassisted very-low-income renters
had worst case problems. By 1999, however, only 46 percent of unassisted very-low-
income renters experienced worst case problems, matching the previous low in 1978.

Notably, in 1999, households with worst case problems comprised alower share of all
U.S. households than ever observed previously. The 4.7-percent share in 1999 fell below
the previous lows of 5.0 percent in 1987 and 5.1 percent in 1978. Thus, even though
numerically the number of households with worst case needs grew from 4.0 millionin
1978 to 4.9 million in 1999, over this period worst case needs grew more slowly than did
the total number of U.S. households.

Exhibit 1-4 In 1999, only 33 percent of very-low-income renters, and 4.7
percent of U.S. households, had worst case needs.

1978 1983 1987 1991 1993 1995 1997 1999

All households 77,389 84,841 90,887 93,146 94,723 97,694 99,487 102,802
All renters 26,919 29,952 32,724 33,351 33,472 34,150 34,000 34,007
Very-low-income renters 10,682 12,138 13,273 14,002 14,738 14,549 14,801 14,803
Worst case renters 3,966 5,120 4,535 4,842 5,198 5,203 5,379 4,856

As percentage of all very-
low-income renters:

Worst case 37.1% 422% 342% 34.6% 353% 358% 36.3% 32.8%
Other problems 28.9% 23.0% 24.9% 24.8% 24.2% 23.3% 23.4% 26.1%
Assisted 19.6% 22.8% 29.0% 28.1% 28.7% 29.4% 28.7% 28.7%

As percentage of

unassisted very-low-

income renters:

Worst case 46.2% 54.6% 48.1% 48.1% 49.5% 50.7% 51.0% 46.0%
As percentage of all

renters:

Worst case 147% 17.1% 13.9% 145% 155% 15.2% 158% 14.3%
As percentage of all

households:

Worst case 5.1% 6.0% 5.0% 5.2% 5.5% 5.3% 5.4% 4.7%

Source: HUD-PD&R tabulations of the 1978 and 1983 Annual Housing Surveys and of the 1987, 1991, 1993,
1995, 1997, and 1999 American Housing Surveys.




Snce 1978, the number of worst case households with severely inadequate units fell by
half a million, but those with severe rent burdens rose by 1.4 million

Over the two decades between 1978 and 1999, the number of unassisted very-low-income
renters living in severely inadequate units fell from 960 to 460 thousand. But thisdrop in
severe physical housing problem