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As noted in the Housing Needs Assessment of June 2014, a cen-
tral policy challenge facing Louisiana is rental affordability. This
problem is not unique to Louisiana. Nationally, the demand for
rental units has increased sharply across most age groups over the
past decade, and supply has been slow to match it.’

The problem is well known: increasingly renters are paying in
excess of 30 percent of their income on housing expenses. The
Secretary of HUD, Shaun Donovan, claims the present period
the “worst rental affordability crisis that this country has ever
known.”"

Addressing this problem through policy instruments requires a
firm understanding of the nature of the problem, and this cul-
minates in the development of an appropriate measurement of
“rental affordability”. This measure must somehow incorporate
the systemic quality of rental costs to households. An appropri-
ate measurement of rental affordability will capture the effects
of high rents on household decisions and opportunities. Briefly
we will examine three alternative methods to determining af-
fordability.

Conventional Measurement: The threshold rule

The standard measurement of rental unaffordability considers
any household that spends more than 30 percent of its pre-tax
income on housing as having an affordability problem. Housing
is considered “affordable” to a household if the rent (including
utilities) is no more than 30% of its pre-tax income. Households
spending more than 30 percent are labeled “cost burdened” or
“rent-stressed,” and those spending more than 50 percent are la-
beled “severely cost burdened” or “severely rent-stressed

incomes between $20,000 and $35,000. In total, 94 percent of
rent-stressed households have household incomes less than
$35,000.

This way of measuring housing affordability—in terms of the
share of income spent on housing—has come to shape our col-
lective views of how serious, how widespread, and for whom
housing affordability is a problem. Most now unguestioningly
use these standards and construe housing affordability as begin-
ning and ending with how large housing costs are as a fraction
of household incomes.™

The 30% and 50% rules are simple to calculate and allow policy
makers an easily framed concept for understanding rental
affordability. What such a measurement fails to capture are the
tradeoffs families make to afford rent. The measurement of
tradeoffs has influenced the ongoing discussion of affordability.
A family may live in crowded conditions or in a dilapidated unit
to reduce the share of income spent on rent, a household may cut
back on food expenditures, forego health care expenses or
important prescription drugs, or underinvest in retirement.
Households that are severely rent burdened spend an estimated
$130 less on food a month and spend significantly less on
healthcare and retirement savings." These tradeoffs are issues of
affordability, but an exclusive focus on the share of income spent
on rent obstructs a broader discussion on the behavioral and
decisional effects of rent stress.

Alternative methods to measuring affordability: Alternative
methods to measuring affordability fall under two types: sup-
ply-based variations and residual income approaches.”

In the 2014 HNA, the threshold we used was a GRAPI of 35 for
what we considered “rent-stressed” households. A closer con-
sideration of this category reveals some interesting insights. Of
those we designated rent stressed, we discovered that statewide
more than 60 percent of such households expend more than 50
percent of their gross household income on gross rent. Put oth-
erwise, the vast majority of rent stressed household are actually
severely rent stressed (with a GRAPI over 50).

Another important consideration was the household income.
The Census ACS data categorizes gross rent by household in-
come. Of the rent-stressed households, 31 percent have house-
hold incomes less than $10,000, 39 percent have incomes be-
tween $10,000 and $20,000, and 24 percent have household
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Supply-Based Approaches

Supply based approaches focus on available and affordable rental
stock as a baseline from which to perform calculations. The
housing wage approach compares the minimum wage necessary
to afford a quality rental. The measurement is based on the overall
distribution of rental costs for units in an area."" Based on the
HUD Fair Market Rent (FMR), the housing wage approach
measures the prices of the 40th percentile of recently rented units
in an area. The lowest FMR in Louisiana for a 2-bedroom unit is
$627 a month. For such a unit to be affordable, a household must
earn about $25,000 a year, or a bit more than $12 an hour. A
person earning the minimum wage would have to work 67 hours a
week to afford the lowest fair market rent in the
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state. The highest FMR in the state is in the New Orleans Metro
Area, where a 2-bedroom unit costs $950 a month. For a person
earning the minimum wage to afford the FMR in this area, she
would have to work over 100 hours a week. For such a unit to be
considered affordable (a GRAPI no more than 30), a household
would have to earn $18.27 per hour or $38,000 per annum."

A second supply-based approach, median ratios comparison
approach (MRCA), uses a similar methodology as the housing
wage method. The MRCA uses the ratio of the median gross rent
in an area to the median household income in an area to assess
affordability."" One could also calculate the income required to
make the median gross rent affordable. This measure allows pol-
icymakers to judge the affordability of rentals in the area.

A share of income calculation is still an integral component of
both the median ratios comparison approach and the housing
wage approach. Both rely in some way on the 30% rule but do
not necessarily incorporate the quality and age of the rental
stock or the strategic tradeoffs mentioned previously.

Residual Income Approach

The residual income approach also uses a share of income for-
mula but does so in reverse application. Instead of measuring the
proportion of income spent on housing to determine affordability,
the residual income method looks to measure the proportion of
non-housing expenditures relative to income to determine
affordability. This means that a household has a housing
affordability problem if it cannot adequately address additional
expenditures after paying for housing. Thus, the appropriate in-
dicator of the relationship between housing costs and incomes is
the difference or residual income left after paying for housing.”

Such a measure directs attention to the affordability of not only
housing but also other living necessities. The RIA moves in the
direction of a comprehensive affordability metric, but with such
comprehension comes a great deal more analytical burden. Es-
sentially, the use of RIA requires policymakers to consider the
expenses of other goods and services.

How one measures a problem dictates how one frames
solutions. It is imperative that such considerations are at the
core of the policy discussion about rent-stress in the state.

Rent Stress in Louisiana

As a follow-up to the 2014 HNA, we have investigated the con-

ditions of rent stress based upon the available data. As we have
done in previous analyses, we have divided the state in Regional
Labor Market Areas and presented the data through maps.

Two of the key concerns for us initially were how the rent-stress
is distributed based on income and how it is distributed within
RLMAs. We focused on the effects on low-income earners by
presenting the data in a way that highlights the burden that in-
creasing rents will have on them, but this is only based on data.
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of affordability is household income. The charts to the left illustrate the dis-
tribution of rent stress by income bracket. As in previous analyses, a GRAPI
(gross rent as a percentage of income) of 35 is used.
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As the column charts on the previous page

illustrate, the distribution of rent-stress Rent Stress by Income Range
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Workdays Required to Pay Median Gross Rent at Minimum Wage

This alternative illustration shows how many eight-hour workdays a person earning the
minimum wage must work to earn enough to afford the median gross rent in a parish.
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Rental Affordability

As the measurement of residual income suggests, an important consideration
of affordability is household income. The charts to the left illustrate the dis-
tribution of rent stress by income bracket. As in previous analyses, a GRAPI
(gross rent as a percentage of income) of 35is used.

The trend lines below show the change in median gross rent as a percentage
of income at the parish level from 1999 to the most recent available data, 2012.
The red line is the “affordability threshold”. In almost all cases, median gross
rents as a percentage of household incomes have gone from below this
threshold to above it.

A note on the threshold point for affordability: In the trend lines below the threshold of afford-
ability is 30. This is a conventional measure of affordability, but in previous analyses a GRAPI of
35 is used to indicate rent-stress. The use of 35 has been selected in order to avoid marginal
ambiguities; the assumption is that all households with GRAPI of 35 are reasonably considered
rent-stressed, whereas some households in the 30-35 range may not be.

Median Gross Rent as a Percentage of Household Income, 1999 - 2012
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As the column charts on the previous page
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$35Kk) to illustrate the spatial distribution of
rent stress for such households. The darker
purple areas are those Census tracts with
higher concentrations of such households
in rent-stressed conditions.




Another aspect that required more extensive

consideration was what we call severe rent Severe Rent Stress
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In Louisiana, a person earning the minimum
wage working 40 hours a week without
taking any unpaid leave (atotal of 2,080
hours a year) would earn slightly more than
$15,000 annually. Such earners are typically
renters. This map illustrates how many
hours per month a person earning the min-
imum wage would have to work to afford the
median rent in a given tract.
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Workdays Required to Pay Median Gross Rent at Minimum Wage

This alternative illustration shows how many eight-hour workdays a person earning the
minimum wage must work to earn enough to afford the median gross rent in a parish.
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Rental Affordability

As the measurement of residual income suggests, an important consideration
of affordability is household income. The charts to the left illustrate the dis-
tribution of rent stress by income bracket. As in previous analyses, a GRAPI
(gross rent as a percentage of income) of 35 is used.

The trend lines below show the change in median gross rent as a percentage
of income at the parish level from 1999 to the most recent available data,
2012. The red line is the “affordability threshold”. In almost all cases, median
gross rents as a percentage of household incomes have gone from below
this threshold to above it.

A note on the threshold point for affordability: In the trend lines below the threshold of afford-
ability is 30. This is a conventional measure of affordability, but in previous analyses a GRAPI of
35 is used to indicate rent-stress. The use of 35 has been selected in order to avoid marginal
ambiguities; the assumption is that all households with GRAPI of 35 are reasonably considered
rent-stressed, whereas some households in the 30-35 range may not be.

Median Gross Rent as a Percentage of Household Income, 1999 - 2012

Assumption Parish, Louisiana 40 Lafourche Parish, Louisiana 40 Terrebonne Parish, Loisiana
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As the column charts on the previous page

illustrate, the distribution of rent-stress Rent Stress by Income Range
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In Louisiana, a person earning the minimum
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Workdays Required to Pay Median Gross Rent at Minimum Wage

This alternative illustration shows how many eight-hour workdays a person earning the
minimum wage must work to earn enough to afford the median gross rent in a parish.
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As the measurement of residual income suggests, an important consideration
of affordability is household income. The charts to the left illustrate the dis-
tribution of rent stress by income bracket. As in previous analyses, a GRAPI

(gross rent as a percentage of income) of 35 is used.

The trend lines below show the change in median gross rent as a percentage
of income at the parish level from 1999 to the most recent available data,
2012. The red line is the “affordability threshold”. In almost all cases, median
gross rents as a percentage of household incomes have gone from below
this threshold to above it.

A note on the threshold point for affordability: In the trend lines below the threshold of afford-
ability is 30. This is a conventional measure of affordability, but in previous analyses a GRAPI of
35 is used to indicate rent-stress. The use of 35 has been selected in order to avoid marginal
ambiguities; the assumption is that all households with GRAPI of 35 are reasonably considered

rent-stressed, whereas some households in the 30-35 range may not be.

Median Gross Rent as a Percentage of Household Income, 1999 - 2012
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As the column charts on the previous page
illustrate, the distribution of rent-stress
within income brackets varies by parish. It
also varies within parishes. With this map
we have selected one income bracket
(household income between $20k and
$35Kk) to illustrate the spatial distribution of
rent stress for such households. The darker
purple areas are those Census tracts with
higher concentrations of such households
in rent-stressed conditions.

Rent Stress by Income Range
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Another aspect that required more extensive
consideration was what we call severe rent
stress, defined by households with a GRAPI
of 0.50 or greater. These households expend
more than half of their monthly income on
gross rent, leaving very little of their
remaining income for health expenses, food,
savings, or any kind of leisure and en-
tertainment. Of all the rent-stressed house-
holds statewide (meaning of all households
with a GRAPI of 35 or higher) more than
sixty percent would be considered severe

rent-stressed.

Severe Rent Stress

Percentage of rental units spending more than 50%
of their household income on gross rent
Unknown value
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In Louisiana, a person earning the minimum
wage working 40 hours a week without

Rent and Minimum Wage
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Workdays Required to Pay Median Gross Rent at Minimum Wage

This alternative illustration shows how many eight-hour workdays a person earning the
minimum wage must work to earn enough to afford the median gross rent in a parish.
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Rental Affordability

As the measurement of residual income suggests, an important consideration
of affordability is household income. The charts to the left illustrate the dis-
tribution of rent stress by income bracket. As in previous analyses, a GRAPI
(gross rent as a percentage of income) of 35 is used.

The trend lines below show the change in median gross rent as a percentage
of income at the parish level from 1999 to the most recent available data,
2012. The red line is the “affordability threshold”. In almost all cases, median
gross rents as a percentage of household incomes have gone from below
this threshold to above it.

A note on the threshold point for affordability: In the trend lines below the threshold of afford-
ability is 30. This is a conventional measure of affordability, but in previous analyses a GRAPI of
35 is used to indicate rent-stress. The use of 35 has been selected in order to avoid marginal
ambiguities; the assumption is that all households with GRAPI of 35 are reasonably considered
rent-stressed, whereas some households in the 30-35 range may not be.

Median Gross Rent as a Percentage of Household Income, 1999 - 2012
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As the column charts on the previous page
illustrate, the distribution of rent-stress
within income brackets varies by parish. It
also varies within parishes. With this map
we have selected one income bracket
(household income between $20k and
$35Kk) to illustrate the spatial distribution of
rent stress for such households. The darker
purple areas are those Census tracts with
higher concentrations of such households
in rent-stressed conditions.

Rent Stress by Income Range
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Severe Rent Stress
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savings, or any kind of leisure and en-
tertainment. Of all the rent-stressed house-
holds statewide (meaning of all households
with a GRAPI of 35 or higher) more than
sixty percent would be considered severe

rent-stressed.
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In Louisiana, a person earning the minimum
wage working 40 hours a week without
taking any unpaid leave (atotal of 2,080
hours ayear) would earn slightly more than
$15,000 annually. Such earners are typically
renters. This map illustrates how many
hours per month a person earning the min-
imum wage would have to work to afford the
median rent in a given tract.

Rent and Minimum Wage
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Workdays Required to Pay Median Gross Rent at Minimum Wage

This alternative illustration shows how many eight-hour workdays a person earning the
minimum wage must work to earn enough to afford the median gross rent in a parish.
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Rental Affordability

As the measurement of residual income suggests, an important consideration
of affordability is household income. The charts to the left illustrate the dis-
tribution of rent stress by income bracket. As in previous analyses, a GRAPI
(gross rent as a percentage of income) of 35 is used.

The trend lines below show the change in median gross rent as a percentage
of income at the parish level from 1999 to the most recent available data,
2012. The red line is the “affordability threshold”. In almost all cases, median
gross rents as a percentage of household incomes have gone from below
this threshold to above it.

A note on the threshold point for affordability: In the trend lines below the threshold of afford-
ability is 30. This is a conventional measure of affordability, but in previous analyses a GRAPI of
35 is used to indicate rent-stress. The use of 35 has been selected in order to avoid marginal
ambiguities; the assumption is that all households with GRAPI of 35 are reasonably considered
rent-stressed, whereas some households in the 30-35 range may not be.
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As the column charts on the previous page
illustrate, the distribution of rent-stress
within income brackets varies by parish. It
also varies within parishes. With this map
we have selected one income bracket
(household income between $20k and
$35Kk) to illustrate the spatial distribution of
rent stress for such households. The darker
purple areas are those Census tracts with
higher concentrations of such households
in rent-stressed conditions.

Rent Stress by Income Range
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Another aspect that required more extensive

consideration was what we call severe rent Severe Rent Stress
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In Louisiana, a person earning the minimum
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Workdays Required to Pay Median Gross Rent at Minimum Wage

This alternative illustration shows how many eight-hour workdays a person earning the
minimum wage must work to earn enough to afford the median gross rent in a parish.
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Rental Affordability

As the measurement of residual income suggests, an important consideration
of affordability is household income. The charts to the left illustrate the dis-
tribution of rent stress by income bracket. As in previous analyses, a GRAPI
(gross rent as a percentage of income) of 35 is used.

The trend lines below show the change in median gross rent as a percentage
of income at the parish level from 1999 to the most recent available data,
2012. The red line is the “affordability threshold”. In almost all cases, median
gross rents as a percentage of household incomes have gone from below
this threshold to above it.

A note on the threshold point for affordability: In the trend lines below the threshold of afford-
ability is 30. This is a conventional measure of affordability, but in previous analyses a GRAPI of
35 is used to indicate rent-stress. The use of 35 has been selected in order to avoid marginal
ambiguities; the assumption is that all households with GRAPI of 35 are reasonably considered
rent-stressed, whereas some households in the 30-35 range may not be.

Median Gross Rent as a Percentage of Household Income, 1999 - 2012
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As the column charts on the previous page
illustrate, the distribution of rent-stress
within income brackets varies by parish. It
also varies within parishes. With this map
we have selected one income bracket
(household income between $20k and
$35Kk) to illustrate the spatial distribution of
rent stress for such households. The darker
purple areas are those Census tracts with
higher concentrations of such households
in rent-stressed conditions.
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Another aspect that required more extensive

consideration was what we call severe rent Seyere 4Rent Stress
stress, defined by households with a GRAPI P et o oo 0%
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tertainment. Of all the rent-stressed house-
holds statewide (meaning of all households
with a GRAPI of 35 or higher) more than

sixty percent would be considered severe

rent-stressed.




In Louisiana, a person earning the minimum
wage working 40 hours a week without Rent and Minimum Wage
tak|ng any unpajd Ieave (a tOtal Of 2,080 Number of work hours needed to afford
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Workdays Required to Pay Median Gross Rent at Minimum Wage

This alternative illustration shows how many eight-hour workdays a person earning the
minimum wage must work to earn enough to afford the median gross rent in a parish.
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As the column charts on the previous page
illustrate, the distribution of rent-stress
within income brackets varies by parish. It
also varies within parishes. With this map
we have selected one income bracket
(household income between $20k and
$35K) to illustrate the spatial distribution of
rent stress for such households. The darker
purple areas are those Census tracts with
higher concentrations of such households
in rent-stressed conditions.
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Another aspect that required more extensive
consideration was what we call severe rent
stress, defined by households with a GRAPI
of 0.50 or greater. These households expend
more than half of their monthly income on
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remaining income for health expenses, food,
savings, or any kind of leisure and en-
tertainment. Of all the rent-stressed house- - :
holds statewide (meaning of all households _ ‘3}»
with a GRAPI of 35 or higher) more than '
sixty percent would be considered severe

rent-stressed.

Severe Rent Stress

= Percentage of rental units spending more than 50%
i of their household income on gross rent
T Unknown

30%

50% or

value

e 0% - 10%
A 10% -
20% -

20%
30%

- 40%
40% - 50% [ -

more [N

r E. e Y

West ;
Carroll |




Research Memo | Rent-Stress in Louisiana 49

In Louisiana, a person earning the minimum
wage working 40 hours a week without
taking any unpaid leave (atotal of 2,080
hours a year) would earn slightly more than
$15,000 annually. Such earners are typically

renters. This map illustrates how many =7 R
hours per month a person earning the min- i aa N
) ¢ : : L
imum wage would have to work to afford the ( s
. . . Uni : . f S
median rent in a given tract. men ¢ - /
“A| # ] iy
P £ et O £ )
{ T b .. Morehouse ./ West i East 2
| = = i / Carroll ;  Carroll ,I'A
’—0--\.,—— _f : -'Li = ,._.(: |__\
o e 5
I F——) i~ - A /
5 Richland ' :
ke . Ouachita { _9;. ﬂ Madison 4 —
Jackson ~ ¢ e y
vl ;‘ Franklin = e
-—'- '} S A Bl 4 :
) :r 'y v i i ¢
/ Vo —] .
‘_ | Ty J —yr ﬁ-!l..__, 4
1'1 Saldvell -)‘fH £ Tensas :\ 2 =
) 3 : by
ﬁ:‘ E , 5 o
{3 J-ﬂ_ rl -'.
£ - — T (e ! .
g ! i S y
e o 1 T
; ' ;j O
; —————H : -
{ .- 5 Il S
I Rent and Minimum Wage (e /7
/ Number of work hours needed to afford ¢ |
"% median rent at $7.25 per hour (minimum wage) k J
Unknownvalue g NS, = 4
0 - 40 40 : ( |
- 80 80 - s "
120 120 - 2 eoall ) H ==
160 160 00 o o F i o |
199 200 ¢ [ R SRR
240 24 Quum - L - 5
or Mo guu Yl e e iy e )

LSU Public Administration Institute | Project for Community Engagement



Workdays Required to Pay Median Gross Rent at Minimum Wage

This alternative illustration shows how many eight-hour workdays a person earning the
minimum wage must work to earn enough to afford the median gross rent in a parish.
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