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Abstract

Using restricted administrative data on the voucher program, we examine the experi-
ence of voucher holders in metropolitan areas with rising rents. While some of our
models suggest that rising rents in metropolitan areas are associated with a slight
increase in rent-to-income ratios among voucher holders, poor renters in general
see significantly larger increases in rent-to-income ratios. We see little evidence that
rising rents push voucher holders to worse neighborhoods, with voucher holders
in central cities ending up in lower poverty neighborhoods as rents rise. It appears
that vouchers may help low-income households remain in neighborhoods as they
gentrify.
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Over the last decade and a half, rents have risen throughout much of the country,
with the median gross rent rising 17% nationally between 2000 and 2015, even after
controlling for inflation. In many cities, the increases were far greater. In Washing-
ton, DC, for example, the median rent rose by 27% in real terms, just between 2006
and 2014 (NYU Furman Center 2016). As rents continue to climb in US cities, there
is growing concern about rising rent burdens, especially those faced by low-income
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renters. By 2015, over 80% of renters in the bottom income quintile paid more than
30% of their income on rent, up from 72% in 2000.

Economists generally favor the Housing Choice Voucher (HCV) program as a
tool to help low-income households manage these rising rents. Yet some question
whether such a tenant-based subsidy can adequately protect low-income households
and help them stay in their homes and neighborhoods as markets tighten, vacancy
rates fall, and rents rise so rapidly. In theory, payment standards should rise together
with metropolitan rents, but payment standard increases may lag actual increases in
rent. Further, the increases are not even across space, and local rents in a neighbor-
hood or city may rise more quickly than metropolitan area-wide voucher payment
standards. Finally, when rents are rising, voucher holders may face more competi-
tion from other renters and have a more difficult time finding homes with affordable
rents and landlords willing to rent to them.

Using restricted administrative data on the voucher program from the Department
of Housing and Urban Development (HUD), we examine whether larger increases
in median rents in a metropolitan area are associated with higher rent burdens and
higher neighborhood poverty. Where possible, we compare the changes experienced
by voucher holders to those experienced by the broader set of poor renters to learn
if vouchers help to buffer the effects of rising rents. We focus on changes in metro-
politan area-wide rents rather than neighborhood-level rents to avoid endogeneity
concerns, as voucher holders select into neighborhoods depending on factors such
as rents and trajectory in rents. Plus, our key question is how voucher holders fare in
the face of changes in broader market rents.!

In brief, we find that vouchers appear to protect low-income households from ris-
ing rents. While some of our models suggest that rising rents in metropolitan areas
are associated with a slight increase in rent-to-income ratios among voucher holders
in that metropolitan area, poor renters in general see significantly larger increases in
rent-to-income ratios. Further, we see little evidence that rising rents push voucher
holders to worse neighborhoods. Indeed, perhaps surprisingly, we find that voucher
holders end up, if anything, in lower poverty neighborhoods as median rents rise in
their metropolitan area. The magnitudes are small, however, and similar to those
experienced by other poor families. The reduction in poverty exposure is experi-
enced only by voucher holders living in central cities, and those who stay in their
neighborhoods, suggesting it may be driven by gentrification of urban neighbor-
hoods in metropolitan areas with rising rents. Vouchers, in other words, may help
low-income households remain in neighborhoods as they gentrify.

! In addition, annual data on rents at the census tract level are not available, and even five-year estimates
from ACS are noisy.
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Housing Choice Voucher Program and Neighborhood Change

Congress created the Section 8 Existing Housing Certificate program (now the
Housing Choice Voucher Program) in 1974, departing from the government’s his-
toric reliance on place-based housing subsidies. Today, this tenant-based subsidy
program has become the largest federal rental housing program, with the federal
government spending about 18 billion dollars annually to provide assistance to
approximately 2.2 million low-income households (Center on Budget and Policy
Priorities 2017). To receive a voucher, households apply to a local Public Housing
Authority (PHA), which certifies that the household’s income does not exceed the
eligibility threshold of 50% of the area median income (AMI).? Most voucher hold-
ers have incomes well below this threshold, as PHAs are required to award 75% of
their vouchers to households whose incomes do not exceed 30% of AMI. In 2013,
76% of voucher holders earned less than 30% of AMI, which is roughly equivalent
to the poverty line in most areas (Collinson et al. 2016).

The voucher program allows low-income households to rent units on the pri-
vate market, with the voucher paying the difference between 30% of a household’s
income and the rent, up to a specified local payment standard for a unit of that size.
The local payment standard must fall between 90 and 110% of the area Fair Market
Rent (FMR), which the Department of Housing and Urban Development (HUD) sets
annually, targeted to the 40th or 50th percentile of rents for the metropolitan area.’
Voucher holders are allowed to rent units with rents above the local payment stand-
ard, but they must pay the full cost of any difference between the actual rent and the
payment standard. Upon initial occupancy, the rent they pay cannot exceed 40% of
their adjusted income. After initial occupancy, there is no limit on rent burden.

Voucher holders are shielded from rising rents to some degree by the structure of
the program. As long as the rent of a unit remains below the local payment stand-
ard, then a voucher household living there will continue to pay 30% of their income
on rent, even as the asking rent for the unit rises. HUD will simply pay the differ-
ence between the tenant’s contribution and the higher asking rent. Landlords will
earn market rents, and thus, there should be little risk of displacement. As long as
payment standards respond quickly to changing rents, voucher holders might be
uniquely positioned to reap the benefits of the renewed demand and investment
occurring since 2000 in low-income, central city neighborhoods, while not suffering
the rising rent burdens that often come along with that investment.

That said, when market rents in a neighborhood rise above the voucher payment
standard in the metropolitan area, voucher holders have to cover the marginal cost of
any additional increases and will face higher rent burdens as a result. For example,
if the payment standard is $1000 for a two-bedroom unit, and the rent on a voucher

2 In certain circumstances, households earning up to 80% of the area median income can receive a
voucher.

3 During this time period, HUD allowed FMRs to be set at median rent in selected metropolitan areas
where voucher holders were concentrated in a limited number of census tracts. Collinson and Ganong
(2018) find this shift had no effect on voucher holder location.
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holder’s unit increases to $1100, then the voucher holder will have to pay 30% of its
adjusted income plus $100 each month. A concern is that voucher holders may be
forced to leave their homes to seek out a more affordable unit, potentially in a lower
rent neighborhood.

Past Literature

Few researchers have analyzed how the residential patterns of voucher holders
change in the face of rapidly rising rents, but we build on past analyses of the mobil-
ity rates of voucher holders and the characteristics of the neighborhoods they reach.

Voucher Rent Burdens

Although the Housing Choice Voucher program is designed so that participants pay
30% of their incomes on rent, many participants pay over 30% because they live in
housing units with rents above the local payment standard. (The maximum allow-
able subsidy is the difference between the payment standard and 30% of a tenant’s
income.) McClure (2005) reports that in 2002, 38% of voucher holders paid more
than 31% of their incomes on rent and 16.6% paid more than 40%.* By 2015, Dawk-
ins and Jeon (2017) report that the share of voucher holders paying more than 31%
of their income on rent had risen to 46%. While one would expect tenants to face
higher rent burdens in tighter housing markets, where it is more difficult to find will-
ing landlords with housing units that meet program requirements (Finkel and Buron
2001), existing research finds little association between voucher rent burdens and
county vacancy rates (McClure 2005; Dawkins and Jeon 2017). However, we know
of no research that explores how rent burdens change over time with shifting market
conditions.

Voucher Neighborhoods

The best evidence on the voucher program suggests that without additional incen-
tives, it has a modest effect on the neighborhoods that households reach. For exam-
ple, in their analysis of HUD’s welfare to work voucher experiment, Mills et al.
(2006) found that vouchers resulted in small but statistically significant improve-
ments in neighborhood quality. As for the quality of local schools, in a reanalysis
of data from HUD’s welfare to work study, Ellen et al. (2016) find that the families
randomly assigned vouchers reached neighborhoods with schools that had the same
proficiency rates as the schools near to control group families. Similarly, Jacob and
Ludwig (2012) find families receiving housing vouchers in the late 1990s in Chi-
cago reached neighborhoods with poverty rates that were just 1% lower than other
households who also applied for vouchers but did not initially receive them.

4 He limits sample to households with nonzero income.
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A few papers have examined whether metropolitan area housing conditions
appear to shape neighborhood outcomes for voucher families. Galvez (2011), for
example, finds that in metropolitan areas with higher vacancy rates and a larger
rental housing stock, voucher households are less concentrated in poor neighbor-
hoods. Ellen et al. (2016) find that in metropolitan areas with higher vacancy rates,
voucher holders with children reach relatively high-performing schools. Both of
these studies suggest that when housing markets are weaker, voucher holders are
more able to reach low-poverty neighborhoods and higher ranked schools.

Data and Methods

Our primary data source is HUD’s Housing Choice Voucher Family Report, which
includes all voucher households participating in the program from 2006 to 2014.
These data contain information on race, ethnicity, presence of children, sources of
income, and rent payments of all voucher holders in each year that they received
a voucher. In addition, the dataset indicates the addresses where voucher holders
live in each year. We geocode these addresses to determine the census tract and
metropolitan area of residence of each voucher holder in each year. Although some
addresses are missing or incomplete, we are able to geocode 91.2% of all addresses
in the original HUD dataset.

We restrict our analyses to voucher holders living in the 48 contiguous states plus
District of Columbia,’ and further limit our sample to voucher holders in the 196
large Core Based Statistical Areas® (CBSAs) for which the American Community
Survey provides estimates for the demographic characteristics that we include as
controls. We further restrict the sample to voucher holders that appear in at least
one pair of consecutive years, and we exclude the small number of households (less
than 3%) who move across CBSAs. Our final sample of geocoded voucher holders
is an unbalanced panel that includes 1,924,782 households in 2006, 1,916,791 in
2007, 1,942,922 in 2008, 1,950,109 in 2009, 1,936,982 in 2010, 1,908,206 in 2011,
1,843,293 in 2012, 1,835,001 in 2013, and 1,835,004 in 2014.

We merge the HUD data on voucher households to census data describing rents
and other conditions in their metropolitan area drawn from the American Commu-
nity Survey (ACS).

5 Alaska, Hawaii, Puerto Rico, and the other unincorporated territories are excluded from our sample.

% We use the Core Based Statistical Area (CBSA) delineations based on the 2010 standards that were
announced by the Office of Management and Budget in 2013. Although we have 238 unique CBSAs, not
each of them is observed in all years. Some small CBSAs have missing information on racial composi-
tion and/or share of high-school dropouts. Among the 238 CBSAs that we consider, 118 have complete
demographic information for the 9 years (2006-2014), 16 have demographic information for 8 years, 7
have demographic information for 7 years, 13 have demographic information for 6 years, 8 have demo-
graphic information for 5 years, 11 have demographic information for 4 years, 21 have demographic
information for 3 years, 19 have demographic information for 2 years, and 25 have demographic informa-

tion for only one year.
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Since 2006, the ACS has released one-year estimates for CBSAs with at least
65,000 residents. As stated before, we limit our analyses to the large CBSAs with
available estimates for the set of covariates that we include in our models. We con-
struct a panel that includes yearly estimates of rents and other metropolitan area
attributes for 196 CBSAs from years 2006 to 2014.”

We also link voucher holders to their neighborhood (as proxied by their census
tract). We obtain census tract data from the ACS five-year estimates, which describe
average neighborhood conditions during a five-year window. These data provide
information on demographic and socioeconomic characteristics for every census
tract in the country.® We use the six waves of five-year estimates (from 2005-2009
to 2010-2014). For our annual models, we link each wave to voucher data that
correspond to the last year in the 5-year window. For example, we link our 2009
voucher holder data with tract-level measures of neighborhood composition from
the 2005-2009 5-year ACS estimates. Similarly, we link the 2014 voucher holder
data with data on neighborhood composition from the 2010-2014 5-year ACS
estimates.’

Our baseline model takes the following form:

Y'mt+l = éRentmt + X’mtﬂ + Z,imty + V’m¢ + W’te + Cimt (1)

L.

In Eq. (1), Y}, is a household-level outcome that measures rent burden, geo-
graphic mobility, or neighborhood characteristics. To capture rent burden, we calcu-
late the log of the share in income spent in gross rent. We also test if, as expected,
the rent burdens of voucher households whose rent was above the payment standard
in the prior year are more sensitive to rising rents. For geographic mobility, we cre-
ate a dummy variable that takes on value 1 if the household moved to a different
census tract between year ¢ and year ¢+ 1, and O otherwise. As for neighborhood out-
comes, we examine the poverty rate of the neighborhood where a household resides.
For example, Y;,,, is the poverty rate in the census tract where household i in met-
ropolitan area m lived in year ¢+ 1. Because we use year-to-year variation in tract
characteristics starting in 2009 (ACS 2005-09), we restrict the analyses of neighbor-
hood outcomes to the years 2009-2014.'°

Rent,, is the median gross rent in metropolitan area m in year 7, X', is a vec-
tor of controls for demographic and labor market characteristics in metropolitan
area m in year ¢ that includes the poverty rate, total population, share non-Hispanic

7 When we estimate CBSA-level models that compare the HCV and the IPUMS samples, the sample of
CBSAs falls to 156 because the CBSA of residence is missing for some households in the [PUMS sam-
ple.

8 Census tracts are defined according to the boundaries from the 2010 delineations. The ACS waves
for years 2006-2010, 2007-2011, 2008-2012, 2009-2013, and 2010-2015 are in 2010 boundaries. We
crosswalk estimates from 2005-2009, which are in 2000 boundaries, to 2010 boundaries.

° We find qualitatively the same results when we link voucher data from 2005 through 2009 to neighbor-
hood conditions as reported in 2005-09 five-year ACS data and link voucher data from 2010 through
2014 to neighborhood conditions as reported in 2010-14 five-year ACS data.

10 We also run opportunity models using years 2007-2014 and obtain similar results. In this set of mod-
els, tract attributes for years 2007 and 2008 are obtained from the 2000 Census.
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black, share non-Hispanic Asian, share Hispanic, share younger than 18, share older
than 65, share college-educated, share of adults with less than a high-school degree,
unemployment rate, and share of occupied housing units that are rented. Z’,,, is a
vector of household-level attributes for household i in metropolitan area m in year
t that control for the race, gender, age and age squared of the household head, pres-
ence of any dependents, building type, and number of bedrooms in the unit. We
include both metropolitan area fixed effects, V’,,, and year fixed effects, W’,, and
e, 1s an idiosyncratic error term for household i in metropolitan area m in year ¢.
The parameter of interest is 6, which provides an estimate of the association between
changes in rents (because we include metropolitan area fixed effects) and changes
in the corresponding household outcome. We cluster the standard errors at the
metropolitan area level. While we are not making strong causal claims, we experi-
ment with adding leads, or metropolitan area rents in year 7+ 2 to our models to test
whether coefficients on lagged rents remain statistically significant.

As for mechanisms, we undertake several tests to learn whether the patterns we
see can be explained by gentrification of central city, low-income neighborhoods in
CBSAs with rising rents. First, we examine whether voucher holders in central cities
are more vulnerable than those in the suburbs to rising CBSA rents. Second, we test
how relative increases in rent in the low-income neighborhoods of a CBSA affect
voucher holder outcomes.!! To do so, for each CBSA in the sample, we identify the
set of tracts that were at or below the 40th percentile of the CBSA median house-
hold distribution in 2006, which we refer to as low-income tracts. For each CBSA
and year, we then compute a weighted mean of the average rent in those tracts, with
weights equal to the number of renters in each census tract. We use this weighted
mean to characterize rents in low-income census tracts in the CBSA, as distinct from
overall rent levels in the CBSA. Finally, we also estimate models of upward mobil-
ity, or whether or not a voucher holder moved to a census tract with a lower poverty
rate across years, to examine whether any association between rents and neighbor-
hood poverty exposure is driven by voucher holders who move to new neighbor-
hoods or by those who stay in place as their neighborhood changes around them.

To provide a comparison to other poor renters, we use household-level data from
the American Community Survey (IPUMS 1% samples) from years 2005-2014 and
estimate Eq. (1) among metropolitan respondents who rented their homes and whose
income was at or below the poverty threshold. The models include the same set of
CBSA controls as the voucher models, a similar set of household-level controls,?
CBSA fixed effects, and year fixed effects. We restrict the sample to poor renters
who lived in the same CBSA one year ago. Estimates from these models show the
association between changes in CBSA rents and the outcomes of poor renters as a

" While the gross rents charged to voucher holders rise with CBSA median rents, they should be more
strongly associated with rents in the submarkets where voucher holders tend to rent (though these two
rent measures are highly correlated).

12 IPUMS models include the same set of household controls than the HCV models except for dummies

for building type.
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whole. (We cannot exclude voucher holders, but they represent a small share of poor
renters.)

Summary Statistics

Table 1 shows descriptive statistics for households in the HCV and IPUMS sam-
ples in 2006, along with CBSA characteristics. The left side of the table shows
that roughly half of voucher holders are African—American (46.3%), nearly all are
female (82.8%), and most have at least one dependent in the household (58.3%). In
addition, voucher holders are more likely to live in high-rise apartment buildings
than any other building type (32.2%), but many live in low-rise apartments and 1-2
family homes. Between 2005 and 2006, 14.6% of voucher households had moved to
a different census tract. The share of voucher holders facing rent burdens above 40%
was approximately 10%. The median voucher household paid just over 35% of their
income on rent in 2006. The share paying rents above the local payment standard
was under 13%. The mean monthly income of voucher holders in 2006 was $1011
(in 2014 USD).

The right side of Table 1 shows characteristics of poor renters in the IPUMS sam-
ple in 2006. The mean monthly income of poor renters in 2006 was $1069 (in 2014
USD), just slightly higher than that for voucher holders. The racial composition
of poor renters is quite different from that of voucher holders, however, with more
white and fewer black households. Among poor renters, 44.4% are white, 25.5% are
black, 22.7% are Hispanic, and 7.4% identify as other racial/ethnic groups. Roughly
two-thirds of the heads of the household are female (66.3%), and 42.1% have at least
one dependent in the household. Most notably, as compared to voucher holders,
poor renters as a whole are more mobile and face higher rent burdens. Between 2005
and 2006, 32.2% of poor renters in the [PUMS sample moved to a different housing
unit.'?

Table 2 shows the distribution of mean neighborhood poverty rates for voucher
holders and poor families and the proportion living in high-poverty census tracts
across 196 CBSAs. We compute them separately for those living in central city and
suburban tracts in the CBSA. In general, poverty concentration rose between 2009
and 2014, and it was higher in the central city than in the suburbs. The proportion of
poor families living in high-poverty census tracts rose from 20.3% in 2009 to 28%
in 2014. Voucher holders were slightly more likely to live in high-poverty census
tracts, with 31% living in such neighborhoods in 2013. The average voucher house-
hold living in the central city was exposed to a neighborhood poverty rate of 23.5%
in 2009 and 27.3% in 2014. The average voucher household living in a suburban
area lived in a census tract with a poverty rate of 13.9 and 17.5% in 2009 and 2014,
respectively. On average, voucher households and poor households experienced
identical poverty exposure in suburban areas, and in central cities, voucher holders
lived in neighborhoods with slightly lower poverty rates than poor families.

13 We cannot distinguish between moves within and across Census tracts in the IPUMS sample.
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Results

The results that follow show that the voucher program provides some protection for
low-income renters in the face of rising rents, but it is not unqualified. The research
design does not enable us to make causal claims; as such, all coefficients should be
interpreted as associations.

Rent-to-Income Ratio

Column 1 in Table 3 shows that voucher holders pay a larger share of their incomes
on rent as CBSA rents rise. That said, the association is modest. A 10% increase in
median rents is associated with a 0.4% increase in the share of income that voucher
holders spend in rent.'* As discussed earlier, the HCV program is designed so that
participants can rent units in the private market without spending more than 30%
of their incomes on rent, generally. But this is only true for voucher holders rent-
ing homes with rents below the payment standard (the maximum rent amount that
HUD will provide in each metropolitan area). HCV participants can choose to rent
a unit above the payment standard, but the subsidy will only pay for the difference
between the payment standard and 30% of their income. Thus, we expect the associ-
ation between higher rents and higher rent burdens to be largely restricted to voucher
holders initially renting homes above the payment standard, who may opt to stay to
place but pay higher shares of their income on rent.

To test whether this pattern holds, the regression in Column 2 in Table 3 interacts
changes in median rents with an indicator for whether the household’s rent in the
prior year was above the local payment standard. We find, as expected, that the asso-
ciation between rising median rents and rent burdens is driven entirely by voucher
households whose rents were above the payment standard. For households whose
rent in year t—1 was below the payment standard, there is no association between
changes in median rents and changes in the rent-to-income ratio. For households
living in apartments where the rent was above the local payment standard in year
t—1, a 10% increase in median rents is associated with a 1.4% increase in the rent-
to-income ratio.

Column 3 in Table 3 shows that poor renters as a whole see larger increases in
rent burdens as rents rise. For poor renters, a 10% increase in median rents is associ-
ated with an increase in the share of income spent on rent of 1.7%, slightly larger
than the increase experienced by voucher holders whose rent in year #— 1 was above
the local payment standard. In short, vouchers appear to provide significant protec-
tion from the affordability burdens associated with rising rents, at least for those
renting homes below the payment standard.

14 We obtain similar results when we aggregate to CBSA and estimate long-change regressions examin-
ing link between increases in CBSA rent and increases in rent burden between 2006 and 2014.
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Table 4 Regression results: Neighborhood poverty

HCYV households All poor families (ACS tract data)
1 2 3)
Tract poverty CBSA exposure ~ CBSA exposure to poverty
to poverty
Log CBSA median rent —0.071%* —0.112%%%* —0.062%*
(0.030) (0.027) (0.025)
CBSA % poor 0.173%%* 0.190%* 0.079
(0.049) (0.089) (0.079)
Log CBSA population 0.016 0.071%%* 0.059%*
(0.023) (0.032) (0.025)
CBSA % below 18y -0.275 -0.374 —0.633
(0.262) (0.364) (0.471)
CBSA % above 65y 0.310 0.633 0.624
(0.359) (0.403) (0.418)
CBSA % black -0.174 0.188 0.118
(0.255) (0.248) (0.228)
CBSA % Asian —0.193 0.319 0.348
(0.358) (0.394) (0.321)
CBSA % Hispanic 0.306 0.6897%** 0.561%*
(0.218) (0.262) (0.218)
CBSA % less HS —0.048 —-0.015 —0.097
(0.083) (0.103) (0.087)
CBSA % college -0.052 —0.043 —0.047
(0.051) (0.093) (0.091)
CBSA % HS dropout -0.010 —-0.034 —0.048
(0.043) (0.045) (0.040)
CBSA % unemployed —0.293%%* —-0.240 -0.130
(0.101) (0.176) (0.138)
CBSA % renter 0.164%##* 0.126 0.162%*
(0.047) (0.077) (0.065)
CBSA fixed effects Yes Yes Yes
Year fixed effects Yes Yes Yes
Household controls Yes N/A N/A
Adjusted R-squared 0.165 0.930 0.928
Observations 5,439,251 997 997

Clustered standard errors by CBSA in parentheses. *p <0.1, **p <0.05, ***p <0.01. Households con-
trols in HCV models include race and gender indicators, age, age squared, presence of dependents,
household income, indicators for number of bedrooms, and indicators for building type

Residential Mobility

Column 4 in Table 3 shows that voucher households are more likely to move to a
different census tract when rents rise in the CBSA. Each 10% increase in median
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rents in the metropolitan area is associated with a 1.5 percentage point increase in
the probability of moving to a different census tract in the following year. Column
5 shows a similar, though somewhat smaller, change in the probability of relocation
among poor renters in the IPUMS sample, a 0.9 percentage point increase for each
10% increase in median rents in the metropolitan area. Thus, vouchers do not appear
to be helping low-income households remain in place when rents rise. The more rel-
evant question may be where low-income households are able to move when given a
voucher. We explore this question next.

Neighborhood Poverty

Consistent with past literature, we measure neighborhood quality by the poverty
rate. Column 1 in Table 4 shows that each 10% increase in median rents in the met-
ropolitan area is associated with a 0.7 percentage point decline in the poverty rate
of the census tract where voucher holders live. We cannot estimate similar exposure
to poverty models for the full set of poor renters as IPUMS data do not report the
census tract where each household lives. However, we can compare regressions of
average exposure to neighborhood poverty in each CBSA. Thus, Column 2 presents
results from a CBSA-level model in which the dependent variable is the exposure to
tract poverty for the average voucher holder in the CBSA. In line with results in Col-
umn 1, these estimates suggest that each 10% increase in median rents in the metro-
politan area is associated with a 1.1 percentage point decline in the poverty rate in
the census tract where the typical voucher holder lives.

Column 3 in Table 4 shows analogous results for poor families as a whole.'
Because the [IPUMS data do not reveal the census tract of residence, the depend-
ent variable in this model is the exposure to poverty for the average poor family in
a given CBSA, or the weighted average poverty rate in the census tracts where poor
families live. Regressing this CBSA-level outcome on median rents and the same set
of CBSA controls included in other models, we find that a 10% increase in CBSA
rents is associated with a 0.6 percentage point reduction in average neighborhood
poverty rate, slightly smaller than the change experienced by voucher holders.

At first blush, these results regarding neighborhood characteristics are surpris-
ing and somewhat counter to expectations. With rising rents, we might expect both
voucher holders and other poor renters to have fewer choices and to end up in neigh-
borhoods with higher poverty rates and less educated neighbors. However, it is also
true that in metropolitan areas with rising rents, higher income households are more
likely to opt for lower-income central city neighborhoods—the very neighborhoods
where voucher holders tend to live (Ellen et al. 2013). Thus, while voucher holders
and poor renters may find fewer available units when rents rise, if they are able to
stay in their neighborhoods as they change, they may see higher income and more
educated neighbors moving in around them. Note that this effect is not just explained
by an across-the-board reduction in poverty in cities where rents appreciated more

15 We compute exposure for all poor families because publicly available tract data from the American
Community Survey do not report separate counts of poor renters.
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Household-Level Regressions

Household-Level Regressions Rent Burden, IPUMS Sample

Rent Burden, HCV Sample
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Fig. 1 Rent burden coefficients by region

rapidly. While changes in median rents are negatively correlated with changes in
poverty, our models control for the poverty rate in the CBSA, which means that the
decline in neighborhood poverty found in Table 4 is net of any CBSA-wide reduc-
tion in poverty.

Regional Variation

In Fig. 1, we explore heterogeneity in rent burden results across the four Census
regions, both for the HCV and IPUMS samples. For voucher holders, we find rent
burdens only significantly rise with rents in CBSAs in the West, though point esti-
mates are similar in Northeast and South. By contrast, the association between rents
and rent burdens for voucher holders in the Midwest is negative, and almost statisti-
cally significant. For poor renters, we see a similar regional pattern: Rent burdens
rise with rents in the South as well as the West, and the estimated effect is essen-
tially zero in the Midwest. Given that rental housing markets were generally tightest
in the West and softest in the Midwest, these findings are expected. In tighter hous-
ing markets, rising rents may constrain the supply of homes available to voucher
holders and low-income renters; in looser markets, there may be sufficient slack to
allow voucher holders and other low-income renters to find affordable units even as
rents rise.

Exploring Mechanisms

Table 5 begins to explore the mechanisms through which these patterns occur. We
first separate voucher holders into two groups: those living in central cities and
those living in suburbs. Column 1 in Table 5 shows that the association between
changes in median rents and changes in neighborhood poverty is driven entirely
by the changes in neighborhood conditions experienced by voucher holders liv-
ing in central city tracts, suggesting the reduction in poverty associated with ris-
ing rents is linked to the gentrification of central city neighborhoods. Column 2
shows results of linear probability models of upward mobility, or moves to lower
poverty tracts. As shown, we find no association between changes in median rents
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Table 5 Regression results: Neighborhood poverty by central city status and upward mobility

()] 2)

Tract poverty Upward mobility (0,1)
Log CBSA median rent —-0.022 —0.128

(0.035) (0.172)
Central city tract 0.559%#:%%*

(0.208)
(Log CBSA rent) X (Central city) —0.068**

(0.031)
CBSA fixed effects Yes Yes
Year fixed effects Yes Yes
CBSA controls Yes Yes
Household controls Yes Yes
Adjusted R-squared 0.245 0.008
Observations 5,439,251 5,439,251

Clustered standard errors by CBSA in parentheses. *p<0.1, **p<0.05, ***p <0.01. Household-level
controls include race and gender indicators, age, age squared, presence of dependents, household income,
indicators for number of bedrooms, and indicators for building type. CBSA controls include poverty rate,
total population, share non-Hispanic black, share non-Hispanic Asian, share Hispanic, share younger
than 18, share older than 65, share college-educated, share of adults with less than a high-school degree,
unemployment rate, and share of occupied housing units that are rented

in the metropolitan area and upwardly mobile moves, suggesting the reduction in
exposure to poverty is driven by the voucher holders who stay in place as their
neighborhoods experience reductions in poverty rates.

Finally, in Table 6, we examine whether voucher holders are more vulnerable
to rising rents in the low-income submarkets where they tend to rent. When we
include changes in CBSA-wide median rents and changes in mean rents in low-
income tracts in our models, the estimated coefficients on rents in low-income
tracts are larger than those for median rent, as expected. These coefficients, how-
ever, are imprecisely estimated due to the high correlation between changes in
CBSA-wide median rents and changes in mean rents in low-income tracts. Col-
umn 3 shows that increases in mean rents in low-income tracts are associated with
substantially larger decreases in poverty rates for voucher households. Indeed, we
see a positive association between median rents and exposure to poverty when we
include rents in the low-income submarket, perhaps reflecting that voucher hold-
ers are more restricted to high-poverty neighborhoods when rents in the metro
area rise more than they do in low-income tracts.

For the overall population of poor renters, the point estimates suggest that rent
burdens and mobility rates appear to be more determined by changes in median
rents in the CBSA as a whole, as shown in Columns 4 and 5. If poor renters are
more dispersed than voucher households, it makes sense that their outcomes change
more with CBSA-wide changes in rent. Again, however, the coefficients are impre-
cisely estimated.
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Robustness Checks

In Table 7, we explore the extent to which the size and direction of the coeffi-
cients on CBSA median rents remain significant when we add rent in year 142 to
our regression models. In the HCV sample, the coefficients on the leads are mostly
insignificant, and the magnitudes of the coefficients on rent in year ¢ remain largely
the same. Still, the coefficients on rents in year 7 in the regressions of rent-to-income
ratio and tract poverty rate lose significance, raising some questions about the
robustness of these relationships. In the IPUMS sample, the coefficient on CBSA
median rents in year ¢ remains statistically significant in regressions of both rent
burden and geographic mobility, suggesting the relationship between rents and rent
burden is more robust for poor renters as a whole.

Conclusion

These analyses suggest that vouchers help to partially insulate low-income house-
holds from gentrification and the rising rents recently seen in many cities around
the country. Voucher holders are not immune to the effects of increasing rents, how-
ever. As rents rise in a metropolitan area, voucher holders move more often and face
slightly higher rent burdens, especially in the tight markets of the West coast. But
the increases in rent-to-income ratios they experience with higher rents are signifi-
cantly smaller than those felt by poor renters as a whole. Further, voucher holders
whose initial rents fall below the local payment standard see no increase in rent bur-
den as rents rise.

As for neighborhood outcomes, we see no evidence that voucher holders are get-
ting pushed to less desirable neighborhoods within a metropolitan area. Indeed, we
find a slight reduction in exposure to neighborhood poverty among voucher holders
living in metropolitan areas where median rents increased more rapidly, even after
controlling for the metropolitan area’s poverty rate.

As for mechanisms, we find suggestive evidence that this reduction in poverty
exposure is related to gentrification. First, the association between rising rents and
reduced exposure to poverty is driven by voucher holders living in central city
neighborhoods and by those who are able to remain in those neighborhoods. Sec-
ond, we find the reduction in poverty exposure in particularly pronounced in CBSAs
where rents rise in the low-income submarket relative to the broader market. Poor
renters as a whole also see a reduction in exposure to neighborhood poverty in areas
with increasing rents, though the association is somewhat more muted, suggesting
that vouchers may help low-income households remain in communities as they see
new investment and experience gentrification.

Importantly, our data only allow us to observe the residential patterns of the
voucher holders who are able to successfully lease up with their voucher. In the most
recent national study of voucher utilization, Finkel and Buron (2001) report that
roughly one in five voucher holders nationally did not succeed in using their voucher
to rent a home in 2000. It seems likely that rising rents make it more difficult for new
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voucher holders to find acceptable, affordable homes in the 60-90 days that housing
authorities typically allot them. Future work should explore how rising rents affect
voucher take-up rates.
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