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US policymakers are seeking to assist the roughly 43 million renters nationwide struggling to secure 

affordable rental housing (JCHS 2017). Whether contemplated as housing supply initiatives that will be 

part of future spending packages proposed by the Biden administration or via the Emergency Rental 

Assistance Program(s) that allocated almost $50 billion to rental assistance in response to the COVID-

19 pandemic, it is clear that the federal government is interested in resolving the severe shortage of 

affordable rental housing in virtually every community in America. 

As it stands, federal policymakers’ ability to effectively increase access to affordable rental housing 

is—and will remain—handicapped by a subtle but significant flaw in the way the federal government 

allocates funding to support it. The federal government relies on the long-standing, two-pronged 

practice of assessing affordability based on housing costs relative to the area median income (AMI) and 

then “managing” housing costs to the share of total household income that “should” be spent on housing. 

Typically, this results in a definition of affordable rental housing that limits costs to 30 percent of the 

AMI. This definition is then applied universally across all housing markets, irrespective of the significant 

cost variations between geographies. 

Although deeply ingrained in policy, this approach of anchoring federal housing support based on 

median income within a geography—a practice I refer to as “AMI indexing”—is problematic and has 

significant unintended consequences, most notably the unintentional promotion of housing segregation 

by income and a shortage of affordable housing in high-cost markets. Given the reasonable likelihood 

that we will see increases in federal housing support for renters, either through the infrastructure bill or 

other potential legislation aimed at increasing allocations to, and the scope of, the Low-Income Housing 

Tax Credit (LIHTC), it is important to address these consequences. In this brief, I examine the dual 

fallacies of AMI indexing and our use of income as a proxy for housing market conditions, as well as the 
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negative outcomes they generate. I then offer practical recommendations for improving how we 

allocate federal support for affordable multifamily housing.  

The Shortcomings of AMI Indexing 

AMI indexing, especially when coupled with the use of income as a proxy for housing costs, fails to 

capture the inevitable and significant variations in costs that exist in and between local and regional 

housing markets. Unlike other essential goods, such as food or clothing, whose prices are relatively 

uniform across different markets, there are huge regional and neighborhood differences in housing 

costs (see appendix table A.1 for variation by state and appendix table A.2 for variation by metropolitan 

statistical area, or MSA). The variation is driven by each geography’s unique features. For example (and 

while admitting that this is overly generalized), we tend to have supply issues in dense urban areas, 

while household incomes tend to be low relative to the prevailing market prices and rents in exurban 

and rural areas.  

At the same time, we have growing cost issues nationwide, particularly in terms of high and 

increasing construction and development costs, though the severity of the cost increases varies by 

geography. These are distinct housing affordability challenges and necessitate distinctly different 

approaches. Yet, AMI indexing disregards those distinctions. Instead, because AMI indexing is based on 

broad regional income measures, cost differences remain ignored, resulting in a one-size-fits-all 

approach to a multidimensional housing challenge.  

A second problem with AMI indexing is that the standard AMI calculation can be misleading when 

considered in the context of affordable rental housing. Research shows that homeowners have 

significantly higher incomes than renters. But the standard AMI calculation does not account for that 

difference. Instead, it is calculated as a comprehensive income measure that includes all households in 

the relevant geography, regardless of whether they are renters or homeowners. Consequently, housing 

policies aimed at renters that rely on AMI are skewed (appendix table A.3). By how much? The answer 

depends on the proportion of renter households in a given area. For example, in New York City, where 

almost 70 percent of households are renters, the AMI will be a better reflection of the “true” renter 

income (though still skewed by the inclusion of homeowners in the calculation) than the AMI will be in El 

Paso, Texas, where only about 30 percent of households are renters.  

To illustrate the dual fallacies of AMI indexing and the use of income as a proxy for housing costs, 

consider how differently home prices and rents vary geographically relative to incomes. In 2019, the 

national median home price was $230,000, according to the Census Bureau’s American Community 

Survey. But the variation in median home price in individual markets is tremendous, ranging by state 

from a low of $125,000 in West Virginia to a high of $650,000 in Hawaii. The discrepancy is even larger 

when considered by MSA, where a simple ratio of the highest home price over the lowest home price 

produces a multiple of 9 to 1, with a high of $1 million for the median home price in San Jose, California, 

and a low of $110,000 for the median home price in Youngstown, Ohio. Although the magnitude of 

variation in rents in various markets is not so dramatic, it is nonetheless very large. At the state level, 
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rents are more than 2.5 times as high in California and Hawaii, the two states with the highest median 

monthly rents ($1,500), than they are in Arkansas and West Virginia, the two states with the lowest 

median monthly rents ($550). The discrepancy is even more pronounced at the MSA level, with rents in 

the San Jose MSA ($2,300) roughly 4.3 times those in the Youngstown MSA ($530) (table 1).1  

Of course, these variations in housing costs are neither new nor surprising; large, dense, 

predominantly coastal metropolitan areas have much higher housing costs than most other areas. But 

they are significant as it relates to our current method of allocating federal funds because housing costs 

are one of the formula’s two primary inputs when defining affordability. The second is household 

income. And herein lies the fundamental flaw with the dual practices of AMI indexing and the use of 

income as a proxy for housing costs. Household incomes do not exhibit the same magnitude of regional 

variation as housing costs. Maryland has the highest state median annual household income ($85,400), 

and Mississippi has the lowest ($45,000). Yet the ratio of highest to lowest incomes between the two 

states is 1.9.2 Meanwhile, the difference in housing costs for homeowners in these same states is a 

multiple of 2.5, with a median home price of $318,000 in Maryland versus $125,000 in Mississippi. 

Notably, the magnitude of variation in household incomes is even more pronounced at the MSA level, 

with $179,512 being the highest annual household income in the San Francisco MSA versus $63,270 in 

the Mobile, Alabama, MSA. 

TABLE 1 

Degree of Variation in Housing Costs Compared with Income, by State and MSA 

Geography 

Ratio of Highest to Lowest Costs 

Median home price Median monthly rent 
Median annual 

household income 

State 5.2 2.7 1.9 
MSA 9.1 4.3 2.8 

Source: Author’s calculations. 

Note: MSA = metropolitan statistical area. 

This disparity in the degree of variation between household incomes and housing costs distorts the 

allocation of both private capital and government subsidies for rental housing. Most notably, this 

approach inadvertently promotes housing segregation based on household income and fuels an 

affordable housing shortage in high-cost markets. 

The Unintended Negative Consequences of AMI Indexing 

Housing costs differ significantly across markets and reflect variations in land prices and development 

costs (or, at least the opportunity costs of development). Thus, wherever home prices are higher, so, too, 

are development costs, whether because of organic growth patterns, population density, or zoning 

restrictions. If development costs are higher, so, too, is the subsidy required to develop and operate an 

affordable unit, which is only exacerbated if the rent is restricted based on a percentage of area median 

income as opposed to, say, area median rent.  
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As a result, the cost variations between housing markets make it both more productive (in terms of 

affordable units per subsidy dollar) and more economically attractive to develop affordable housing in 

low-cost areas rather than in high-cost areas. This is because neither LIHTC subsidies nor the debt 

financing available from the government-sponsored enterprises (GSEs) cover 100 percent of the capital 

costs in most markets outside of certain targeted development areas and census tracts. The per capita 

funding mechanism underlying LIHTC allocations, coupled with the loan / unit count approach to 

measuring GSE housing goal and mission performance tilt the field against high-cost areas.  

And that is the problem with only the housing cost side of the equation. On the income side, if 

income variations within a given market are modest relative to housing cost variations, AMI indexing 

encourages developers of affordable units to focus development in the lowest-cost areas, whether 

within a given neighborhood, city, MSA, or state. A simple, stylized example will help illustrate this. 

Assume the AMI in an MSA does not vary and instead is static at $100 (and 60 percent of the AMI is 

$60). Also assume that market rents in this MSA vary from $20 in Neighborhood A to $40 in 

Neighborhood B. Under these conditions, we would expect real estate or land prices to be 

approximately twice as high in Neighborhood B as they are in Neighborhood A. Further, if we assume 

relatively constant capitalization rates and a gross rent multiple of 10, the cost per unit will be $200 in 

Neighborhood A versus $400 in Neighborhood B. Yet, assuming the units must be restricted to 30 

percent of the AMI, as is the case with LIHTC and other federal programs, the maximum rent that can be 

charged to a tenant with 60 percent of AMI rent in either case will be limited to $18 ($60 x 0.30). If less 

than 100 percent of the capital cost is offset through subsidies, whether equity or debt, returns on 

capital will be greater in Neighborhood A than in Neighborhood B, as will economic attractiveness and 

viability.  

Our current approach leads us to focus on low-income areas and areas that, by definition, have low 

housing cost burdens, as measured by the share of households in a given area that spend more than 40 

percent of household income on housing. Consequently, areas with the highest income-adjusted 

housing costs will be the least attractive areas for government-subsidized affordable housing 

investment, either in terms of equity through the LIHTC program or debt through the Federal Housing 

Finance Agency definitions of “mission” or affordable rental housing. This makes it difficult to direct 

meaningful federal support to low- and moderate-income housing in high-cost, high-income areas, 

resulting both in greater housing segregation by income and a lack of affordable housing in high-cost 

markets. That said, none of this analysis should be construed as advocating for greater subsidies for 

high-income households. Rather, it recognizes the hard truth that the current framework penalizes low-

income households in high-income (and high-cost) areas.  

Additionally, AMI indexing, coupled with the highly prescriptive rent restrictions imposed by the 

LIHTC program requirements,3 compels developers to build fewer but more targeted units than they 

might otherwise, given local variations in population and housing demographics. In simple terms, the 

amount of subsidy required to build 10 units restricted at, say, 60 percent of AMI rent levels will be less 

than 10 units restricted at 80 percent of AMI rent levels or 10 units restricted at 100 percent of AMI 

rent levels. This is because the higher the rental income on a given property, the more private capital 
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investment it will attract and the less public investment or subsidy per unit it will require. Conversely, 

properties with low rental incomes are more dependent on limited subsidy dollars. In developing fewer 

units that are each more deeply targeted, the necessary subsidy required per unit increases and the 

total number of units that may be produced is reduced, which is neither the desired outcome (at least, 

not in supply-constrained markets) nor the best use of public investment. 

On the most fundamental level, the LIHTC and GSE mission goals are supply-side subsidies and are 

most effective at providing incentives for the development or preservation of affordable housing. In 

high-cost markets that are frequently supply constrained, the cumulative effect of AMI indexing and the 

LIHTC rules tend to result in the development of fewer units but ones that are more deeply “affordable” 

than might be the case under a different policy regime. Given that creating additional supply, even if it is 

less “affordable,” provides a greater benefit to more households in such high-cost markets, and the fact 

that there are other, more efficient avenues to deliver housing-related income support to tenants, I 

believe reevaluation of AMI indexing is warranted.  

Recommended Reforms to Federal Subsidy Programs  

Before making recommendations, I want to be clear that I am not criticizing federal housing assistance. 

There is an obvious need for such support, and the direct beneficiaries of federal housing assistance 

should be low-income households as measured by the AMI. Rather, what concerns me—and should 

concern anyone who believes in affordable, subsidized housing and values efficacy in government 

spending—is the current practice of orienting supply-based programs toward rent limits based on the 

AMI. Consider, for example, the large and growing shortage of workforce housing that is exacerbating 

the nation’s affordability crises. By relying on AMI indexing, we are encouraging investment in areas 

with the lowest housing costs and fewer supply constraints as opposed to areas that are most severely 

housing cost burdened and facing the most acute workforce housing shortages. Some relief has been 

provided by introducing income averaging in the LIHTC program, in turn providing developers greater 

discretion in their choice of unit mix to meet program requirements, but it is a modest improvement and 

does not address the larger need.  

There is an alternative. One straightforward fix would be to ground rent restrictions in local market 

conditions, as is currently the practice with the US Department of Housing and Urban Development’s 

(HUD) Housing Choice Vouchers. Instead of relying on AMI indexing, these programs calculate rental 

assistance as a set percentage—in this case, 40 percent—of the prevailing market rents of the zip code in 

which the tenant lives. In doing so, the programs more accurately capture the housing costs in individual 

markets and, in turn, provide a more appropriate amount of subsidy to the tenant.  

Allowing a degree of regional variation based on local housing cost burdens would also help. For 

example, in higher cost-burdened cities, we could allow local governments to more freely “mix and 

match” unit requirements given an exchange rate anchored in local housing costs, as opposed to one 

indexed to the AMI. For example, we could require 10 units that serve households earning 100 percent 

of the AMI in exchange for the equivalent tax credits or other subsidy that would have been provided 
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for 8 units. The gearing of exchange rates could then be based on the economic costs of the different 

units, and subsidies could be better calibrated to meet local needs and objectives.   

Nor would it be necessary to remain fixed on the 30 percent limit in terms of the income 

qualification LITHC and other federal programs use and that may not be appropriate in markets where 

that is not the prevailing level of cost burden. Indeed, some of the problem could be addressed by simply 

allowing that standard to vary with market conditions to help address one aspect of the underlying 

issue—that most renters in high-cost housing markets, but even more significantly low-income renters, 

spend more than 30 percent of their income on housing. We should accept this reality and raise the 30 

percent limit in high-cost, supply-constrained markets to encourage more construction. Redefining 

what an “affordable” unit is to reflect market realities would enable more units to be built across the 

income spectrum and would ease supply shortages. Several cities are encouraging construction of 

“affordable” units at higher AMI rent levels (e.g., New York City encourages units at 130 percent of the 

AMI), and although the effective subsidy provided to an individual household would be less (as 

measured by the difference between the market rent and rent-restricted rent), more units would be 

created.  

Recommended Reforms to GSE Policies and Practices 

Similar to the LIHTC program, the GSEs’ “mission” and multifamily housing goals suffer from the 

problem of AMI indexing. Although the GSEs maintain a complicated set of definitions of “mission,” the 

most basic one centers the mission on units that are affordable to households with incomes of 80 

percent of the area’s median. Likewise, the “low-income” and “very low–income” multifamily housing 

goals also index rents to the AMI. As a result, the GSEs’ mission-oriented goals have become 

synonymous with lower rents in absolute terms. (There are a few exceptions to this, most notably the 

“Targeted Affordable Housing” definitions.) In some markets, this approach works well. But not in high-

cost markets and rapidly growing metropolitan areas, where there is a small and ever-shrinking supply 

of “affordable” (i.e., low-rent) units, according to research by Freddie Mac.4 The current GSE mission 

definitions only exacerbate these shortages by forcing GSE investment out of these areas, which are 

facing the most acute housing cost issues, and into markets grappling with shortages stemming from 

income issues, housing challenges that GSE support is less likely to be able to address.  

This is not a new problem, but it remains unaddressed. Whereas previously, the shortcomings of 

AMI indexing were addressed in the mission definitions by offering adjustments for high-cost, very 

high–cost, and extremely high–cost markets, those adjustments have since been eliminated, leaving in 

their wake a real and alarming bias against areas struggling with high housing cost burdens. Indeed, 

there are many markets where the mission definition may be satisfied by market-rate units by virtue of 

the fact that rents are intrinsically lower there, such as in Youngstown, Ohio, and in other markets 

where it is likely that few if any unsubsidized units in the entire market are likely to meet the basic 

mission criteria, such as New York City.  
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Here, too, there is that same straightforward solution: replace the practice of anchoring the mission 

definitions to an AMI index with an approach grounded in actual market conditions, by which I mean 

using the observed rent levels to ensure the targeting of below-market rental units. This could be easily 

achieved, either by adopting the HUD small market rent data and approach or by using other readily 

available data to create new MSA- or state-level rent indexes against which GSE multifamily housing 

goals could be benchmarked. The Federal Housing Finance Agency or HUD could establish market-rate 

rent benchmarks—averages or quantiles—based on what is now a large and readily available body of 

public and private rent data, and provide goal or mission credit for units that are moderately or 

significantly below average market rents. Doing so would facilitate a more balanced allocation of GSE 

support for nonsubsidized affordable rental housing and, in doing so, better address the severe shortage 

of affordable rental housing in most high-cost areas and rapidly growing metropolitan areas. 

A secondary but important benefit of decoupling the GSEs’ mission from AMI indexing is the 

opportunity it would create to join the expanding ranks of social impact investors focused on the 

voluntary preservation of affordable rental units. Preserving units at below-market rents is laudable at 

any rent level as long as they are demonstrably below the prevailing market rent. But thanks to AMI 

indexing, we are limiting preferential GSE financing and other preservation-related subsidies to units 

maintained at 60 or 80 percent of the AMI. If a developer is willing to preserve a rental unit at a below-

market rent—in New York City; Washington, DC; Seattle; or any other high-cost market where the lack 

of affordable housing is impeding economic stability and opportunity for the people who live or work 

there—we should support them, even if a below-market rent in that market is, say, 130 percent of the 

AMI. This can be achieved only by incorporating some measure of market rents in the GSEs’ mission. 

Conclusion 

Reorienting federal support away from AMI indexing and toward housing cost and affordability burdens 

is not the panacea for the nation’s housing crisis. Nonetheless, it is a relatively minor, technical tweak 

that could modestly but meaningfully improve the effectiveness of many federal programs designed to 

address the supply side of the current housing shortage. Additionally, doing so would provide a more 

sound and flexible foundation for future rental programs and assistance.  

Unfortunately, significant infrastructure has grown up around AMI indexing, including legislation, 

regulation, and business practices. Thus, there is no practical way to simply abandon the approach. 

Instead, we must begin with incremental change. Policymakers could focus on slowly shifting the 

emphasis away from AMI indexing by increasing government discretion to implement alternatives at 

the state and local levels and where relevant among developers, as has occurred in the LIHTC program 

with the move toward income averaging. By allowing for actual market rents to be the basis for 

exceptions and variations as they relate to target goals, whether in the LIHTC program or in the GSEs’ 

definition of mission, we can rebalance how we allocate federal housing resources to meet the 

enormous and increasing need. 
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Appendix 

TABLE A.1 

Median Home Price, Monthly Rent, and Annual Household Income, by State, 2019 

State Median home price Median monthly rent 
Median annual 

household income 

Alabama $150,000 $600 $51,000 
Alaska $265,000 $1,100 $72,000 
Arizona $250,000 $930 $61,000 
Arkansas $130,000 $550 $48,600 
California $550,000 $1,500 $80,000 

Colorado $385,000 $1,300 $76,500 
Connecticut $275,000 $1,000 $78,000 
Delaware $250,000 $950 $69,800 
District of Columbia $600,000 $1,500 $93,200 
Florida $240,000 $1,100 $58,500 

Georgia $200,000 $850 $61,000 
Hawaii $650,000 $1,500 $83,000 
Idaho $250,000 $750 $60,000 
Illinois $200,000 $880 $68,400 
Indiana $150,000 $650 $57,020 

Iowa $150,000 $650 $61,000 
Kansas $150,000 $650 $60,100 
Kentucky $150,000 $600 $52,000 
Louisiana $165,000 $700 $50,000 
Maine $200,000 $750 $57,020 

Maryland $318,000 $1,300 $85,400 
Massachusetts $400,000 $1,200 $85,000 
Michigan $165,000 $740 $59,200 
Minnesota $240,000 $910 $74,600 
Mississippi $125,000 $600 $45,000 

Missouri $160,000 $650 $57,000 
Montana $250,000 $700 $56,000 
Nebraska $170,000 $700 $62,000 
Nevada $300,000 $1,000 $62,000 
New Hampshire $275,000 $1,000 $76,400 
New Jersey $350,000 $1,200 $85,000 
New Mexico $180,000 $730 $52,500 
New York $320,000 $1,200 $71,600 
North Carolina $190,000 $750 $56,500 
North Dakota $200,000 $700 $61,500 
Ohio $150,000 $650 $58,000 

Oklahoma $145,000 $640 $54,700 
Oregon $350,000 $1,100 $66,200 
Pennsylvania $187,000 $780 $63,000 
Rhode Island $275,000 $890 $70,500 
South Carolina $175,000 $700 $55,800 

South Dakota $178,000 $650 $58,800 
Tennessee $186,000 $700 $55,000 
Texas $200,000 $910 $63,300 
Utah $315,000 $990 $74,900 
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State Median home price Median monthly rent 
Median annual 

household income 
Vermont $220,000 $850 $61,600 

Virginia $285,000 $1,100 $75,500 
Washington $380,000 $1,200 $78,100 
West Virginia $125,000 $550 $48,130 
Wisconsin $195,000 $740 $64,000 
Wyoming $220,000 $700 $64,010 

Source: 2019 American Community Survey, one-year estimates. 

TABLE A.2 

Sample of Median Home Price, Monthly Rent, and Annual Household Income, by MSA, 2019 

Metropolitan area (2013 OMB delineations) 
Median home 

price 
Median 

monthly rent 

Median 
annual 

household 
income 

Akron, OH $150,000 $700 $79,821 
Amarillo, TX $150,000 $700 $72,852 
Austin-Round Rock, TX $300,000 $1,200 $107,603 
Bangor, ME $135,000 $780 $65,078 
Beaumont-Port Arthur, TX $120,000 $700 $77,494 

Binghamton, NY $120,000 $650 $68,447 
Boston-Cambridge-Newton, MA-NH $450,000 $1,400 $127,610 
Bridgeport-Stamford-Norwalk, CT $400,000 $1,300 $159,228 
Champaign-Urbana, IL $150,000 $750 $72,709 
Chico, CA $325,000 $920 $86,049 

Cleveland-Elyria, OH $155,000 $690 $78,218 
Elkhart-Goshen, IN $150,000 $680 $72,866 
Erie, PA $140,000 $600 $68,716 
Fort Collins, CO $400,000 $1,300 $97,268 
Hilton Head Island-Bluffton-Beaufort, SC $300,000 $1,000 $104,202 

Houma-Thibodaux, LA $152,000 $650 $69,149 
Joplin, MO $130,000 $550 $64,951 
Laredo, TX $140,000 $650 $69,554 
Las Vegas-Henderson-Paradise, NV $300,000 $1,000 $83,684 
Los Angeles-Long Beach-Anaheim, CA $650,000 $1,500 $108,551 
Miami-Fort Lauderdale-West Palm Beach, FL $300,000 $1,300 $88,579 
Mobile, AL $130,000 $620 $63,270 
New York-Newark-Jersey City, NY-NJ-PA $450,000 $1,400 $121,637 
Niles-Benton Harbor, MI $150,000 $600 $74,296 

Ogden-Clearfield, UT $300,000 $990 $97,530 
Olympia-Tumwater, WA $330,000 $1,100 $91,505 
Reno, NV $355,000 $1,100 $94,983 
Riverside-San Bernardino-Ontario, CA $375,000 $1,300 $90,510 
Rochester, NY $150,000 $780 $82,998 

San Diego-Carlsbad, CA $600,000 $1,600 $112,957 
San Francisco-Oakland-Hayward, CA $900,000 $1,900 $156,903 
San Jose-Sunnyvale-Santa Clara, CA $1,000,000 $2,300 $179,512 
San Luis Obispo-Paso Robles-Arroyo Grande, CA $600,000 $1,500 $99,031 
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Metropolitan area (2013 OMB delineations) 
Median home 

price 
Median 

monthly rent 

Median 
annual 

household 
income 

Santa Maria-Santa Barbara, CA $575,000 $1,500 $114,830 

Scranton–Wilkes-Barre–Hazleton, PA $140,000 $600 $70,091 
Seattle-Tacoma-Bellevue, WA $500,000 $1,500 $122,795 
Shreveport-Bossier City, LA $150,000 $650 $66,599 
Springfield, OH $115,000 $550 $64,232 
Stockton-Lodi, CA $375,000 $1,000 $91,647 

Syracuse, NY $138,000 $750 $81,262 
Toledo, OH $135,000 $600 $74,314 
Urban Honolulu, HI $700,000 $1,600 $109,457 
Washington-Arlington-Alexandria, DC-VA-MD-WV $425,000 $1,600 $136,929 
Wausau, WI $160,000 $600 $80,230 
Wichita, KS $150,000 $650 $77,018 
Youngstown-Warren-Boardman, OH-PA $110,000 $530 $63,850 

Source: 2019 American Community Survey, one-year estimates. 

Note: MSA = metropolitan statistical area; OMB = Office of Management and Budget. 

TABLE A.3 

Median Annual Household Income for Homeowners, Renters, and the Total Population,  

by State, 2019  

State 

Median Annual Household Income 

Homeowner Renter Total population 

Alabama $63,070 $30,100 $51,000 
Alaska $86,410 $50,000 $72,000 
Arizona $74,400 $44,000 $61,000 
Arkansas $61,200 $31,400 $48,600 
California $102,800 $56,400 $80,000 

Colorado $95,000 $51,400 $76,500 
Connecticut $103,000 $41,600 $78,000 
Delaware $84,600 $44,000 $69,800 
District of Columbia $148,000 $63,000 $93,200 
Florida $70,000 $41,950 $58,500 

Georgia $76,800 $40,000 $61,000 
Hawaii $101,200 $59,000 $83,000 
Idaho $72,000 $38,000 $60,000 
Illinois $86,000 $40,000 $68,400 
Indiana $71,100 $33,800 $57,020 

Iowa $75,010 $35,000 $61,000 
Kansas $75,910 $38,400 $60,100 
Kentucky $65,000 $32,000 $52,000 
Louisiana $65,000 $29,200 $50,000 
Maine $70,000 $33,400 $57,020 

Maryland $106,800 $51,100 $85,400 
Massachusetts $111,500 $49,100 $85,000 
Michigan $72,000 $33,600 $59,200 
Minnesota $89,350 $42,000 $74,600 
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State 

Median Annual Household Income 

Homeowner Renter Total population 
Mississippi $57,000 $28,300 $45,000 
Missouri $71,000 $35,000 $57,000 
Montana $69,100 $36,000 $56,000 
Nebraska $78,000 $39,000 $62,000 
Nevada $80,000 $45,000 $62,000 

New Hampshire $93,700 $46,000 $76,400 
New Jersey $111,220 $51,000 $85,000 
New Mexico $63,500 $34,350 $52,500 
New York $96,400 $48,000 $71,600 
North Carolina $71,300 $37,000 $56,500 

North Dakota $85,500 $37,600 $61,500 
Ohio $74,200 $34,100 $58,000 
Oklahoma $69,000 $35,000 $54,700 
Oregon $82,700 $44,700 $66,200 
Pennsylvania $78,000 $37,000 $63,000 

Rhode Island $92,000 $36,300 $70,500 
South Carolina $67,300 $35,020 $55,800 
South Dakota $75,000 $35,000 $58,800 
Tennessee $69,000 $37,000 $55,000 
Texas $81,100 $43,000 $63,300 

Utah $89,200 $47,000 $74,900 
Vermont $78,300 $35,000 $61,600 
Virginia $93,400 $49,400 $75,500 
Washington $96,100 $52,000 $78,100 
West Virginia $57,400 $26,000 $48,130 
Wisconsin $80,000 $39,000 $64,000 
Wyoming $76,000 $36,000 $64,010 

Source: 2019 American Community Survey, one-year estimates. 
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Notes 
1  I believe the estimates of these ratios are likely to be biased downward because the American Community 

Survey data include rent-restricted affordable rental properties. Nonetheless, the data on market-rate units 
largely corroborate these ratios. According to the commercial data provider REIS, the average asking monthly 
rent in Youngstown, Ohio, in the first quarter of 2021 was $562. In the same period, REIS reported the asking 
rent in San Jose as $2,474, resulting in a ratio of 4.4, which is virtually the same as the ratio produced by the 
American Community Survey data. 

2  Washington, DC, has the highest annual median household income ($93,200). But because it is not a state, I 
chose to use Maryland. If I were to use Washington, DC, instead, the ratio of highest to lowest incomes between 
the two “states” would be even higher (2.1). 

3  The overly prescriptive nature of the LIHTC rules can be seen in the limitations imposed by the three types of 
minimum set-asides that the program requires: the “20-50,” which requires a minimum of 20 percent of units to 
be set aside for households with incomes less than 50 percent of the AMI, the “40-60,” which requires a minimum 
of 40 percent of units to be set aside for households with incomes less than 60 percent of the AMI, and the 
“Average Income Test,” which allows for a greater degree of variability (from 20 percent to 80 percent of the 
AMI) so long as the average is 60 percent for 40 percent of units. The introduction of and support for the 
Average Income Test in 2020 and the exceptions made for New York City are subtle evidence of the problem 
AMI indexing creates.  

4  Steve Guggenmos, “The Diminishing Supply of Affordable Units,” June 25, 2019, 
https://mf.freddiemac.com/research/insight/diminishing_supply_of_affordable_units.html.  
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