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INCOME LIMITS AND RENTS FOR USHA-AIDED PROJECTS
Scope and Content.

This Bulletin describes the policy con­
siderations involved in setting income lim­
its and rents for USHA-aided projects. 
Thus, the Bulletin discusses (I) the gen­
eral principles involved; (II) the market 
limits; (III) the division of the low-income 
group into grades; (IV) the setting of 
rents for various income grades; (V) in­
come limits and rents for specific projects; 
(VI) the assignment of rents to specific 
dwelling units; and (VII) income limits 
after admission. In addition, Section VIII 
of the Bulletin sets forth a Table which 
illustrates how a three-grade rent schedule, 
established in accordance with the Bulletin, 
might work out for a specific project.

It is not intended to make the provisions 
of this Bulletin compulsorily retroactive. 
Any Local Housing Authority which has 
already set up rent schedules and income 
limits according to the system outlined on 
May 16,1940, is free to continue operating 
under those provisions if it finds them sat­
isfactory. Any system adopted must be 
subject to change as a result of experience, 
but unnecessary change is to be deprecated. 
A new system, once adopted, should be 
given a fair trial of a year at the least 
before changes are considered. Tenants 
once accepted should be able to feel secure 
in their tenure provided they fulfill their 
part of the agreement. And stability of 
system is almost equally important for the 
efficiency and morale of the staff.

The Bulletin is necessarily concerned 
primarily with policy. A Manual of Mar­
ket Analysis is being issued to aid Local 
Authorities in putting into effect the poli­
cies outlined in the Bulletin.

I. General Principles.
The United States Housing Act limits 

the program to families in “the lowest in­
come group.” But the “lowest income 
group” includes families with a consider­
able diversity of income. Naturally, the 
first concern of most Local Authorities 
was to produce decent housing exclusively 
for families as near the bottom of the 
“lowest income group” as could be reached 
by using the maximum subsidy in every 
case. But Local Authorities have come to 
realize through experience that it is desir­

able to accommodate as soon as possible a 
cross section of all families “in the lowest 
income group” now obliged to live in sub­
standard housing, rather than one re­
stricted portion of these families. Toward 
these broader purposes, Local Authorities 
should formulate, as some already have, 
long-term housing programs. Each new 
project will thereafter fit into its place in 
the program considered as a whole.

Such a long-term program covering the 
entire lowest income group has the demo­
cratic advantages of not limiting tenancy 
to one excessively narrow segment of the 
population, of including many families not 
at the very bottom of the “lowest income 
group” who need decent housing and can­
not afford it, and of reducing the average 
subsidy per family rehoused and thus help­
ing more families for the same money.

II. The Market Limits.
In determining the size and income lim­

its of the long-term program in any local­
ity, there must be borne in mind at all 
times the three requirements: (a) That 
only families living under substandard 
housing conditions are to be rehoused; 
(&) that only families who cannot afford 
to pay enough to induce private enterprise 
to build an adequate supply of decent, safe, 
and sanitary housing are to be rehoused; 
and (c) that all families to be rehoused 
must be drawn from the “lowest income 
group.” These three requirements will be 
discussed in order.

(a) Information in regard to the amount 
of occupied substandard housing in the 
locality, and primarily the amount of such 
housing occupied by tenants, should be the 
first concern of every Local Housing Au­
thority. Although the rough generaliza­
tion that a third of American housing is 
substandard has been widely accepted, it 
is unsafe to assume without investigation 
that this ratio is true of any particular 
community. Actual surveys have shown 
communities with less than 5 percent of 
substandard housing and other communi­
ties with more than 65 percent.

(b) Information in regard to existing 
vacancies and current construction by pri­
vate enterprise of decent low rental hous­
ing, if any, is generally available from semi­
public sources without special surveys.
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(c) In complying with the requirement 
that only families “in the lowest income 
group” be rehoused, it is necessary to set 
standards which are not detailed in the 
law and which vary throughout the coun­
try according to time and place and cir­
cumstance. One convenient standard is 
that only families in the “lowest income 
third” be rehoused. This standard is con­
venient as a rough and ready approxima­
tion to the commonly accepted statistical 
fact that about one-third of the Nation is 
underprivileged and ill-housed. It has the 
further advantage of a convenient practi­
cal demarcation between the field for pub­
lic housing and the fields that private en­
terprise can or should be able to serve with 
decent housing. But the precise applica­
tion of this standard is sometimes impossi­
ble, and in some localities it would operate 
unfairly and unwisely even where possible. 
Therefore the USHA, while requiring gen­
eral adherence to this standard, will per­
mit deviations from it upon a proper show­
ing that in a particular community it is 
not a fair measure of “the lowest income 
group.”

A second standard for defining the “low­
est income group” is based upon examining 
the incomes of families living in substand­
ard housing in the locality. For, broadly 
speaking, and subject to exception, fam­
ilies live in slums only because their in­
comes are too low to afford decent housing.

In order to shut out borderline cases and 
families who could really afford adequate 
housing, it will usually be found advisable 
to set the upper limit of the market so as 
to exclude the top 15 or 20 percent of 
families living in substandard housing.

No fixed and definite lower income limit 
for admission can be set for the whole 
market.

In setting the lowest rents which are to 
be available in the long-term program, it 
must be recognized that it is impossible to 
set them sufficiently low to rehouse fam­
ilies at the very bottom of the income scale, 
who literally do not have an income suffi­
cient to provide food and clothing, much 
less shelter, and who of necessity should 
have their incomes supplemented by public 
relief. The lowest rents to be available 
should be set, however, so that families 
who receive reasonably adequate relief will 
be able to afford them, although the Local 
Authority may wish to place some limita­

tions on the proportion of relief families 
admitted to projects.

In general, a Local Authority should not 
plan to establish any rents so low that 
they will require more than maximum 
USHA subsidy.1

In setting income limits for long-term 
programs, Local Authorities cannot rely 
exclusively on survey data, especially 
where such data are out of date or are 
believed to be inaccurate: but should con­
sult with responsible welfare officials and 
other persons with an intimate knowledge 
of actual living conditions among the 
poorer families.

III. The Division of the Low-Income 
Group Into Grades.

The incomes of families to be served by 
the long-term program in any community 
will usually be found to have so large a 
range that no one rent scale can appropri­
ately be fixed for all of them. For exam­
ple, if the long-term program in a locality 
contemplates rehousing average size fam­
ilies with incomes from $400 to $1,000, a 
rent of $20, which would require families 
at the top of the group to pay only 24 per­
cent of their income for rent and utilities, 
would require families with incomes of 
$400 to pay 60 percent of income for that 
purpose—a proportion which is obviously 
excessive. More than one rent scale must, 
therefore, be available in order to accom­
modate all families of low income at rents 
within their financial reach.

The most practicable way of achieving 
an adjustment of rent to income is to di­
vide the range of incomes to be served by 
the long-term program into a number of 
grades, and to set a fixed schedule of rents 
for each grade.. When families are ad­
mitted to a project the rents which they 
are to pay will be determined by the in­
come grade in which they fall. Such in­
come grades and the corresponding grades 
of rents may be distinguished as A, B, C, 
etc., beginning with the lowest.

Such a system of “graded rents” makes 
no pretense of precise and constantly ad­
justed equalization of the rent burden. 
As no real precision in respect to anything 
so complicated is humanly possible, this is 
an advantage. On the other hand, besides 
being more in accordance with the customs

1 See end of Section IV.

2



Income Limits and, Rents Bulletin No. 24

of private enterprise, the upsetting of 
which should be avoided whenever pos­
sible, it has the great advantage of not 
requiring frequent and detailed check-ups 
on income. This saves administrative 
costs and avoids serious difficulties in ten­
ant relations.2

The number of grades required in any 
local program will depend upon the range in 
incomes of the families to be served in the 
long-term program, and upon how wide a 
range can be accommodated in each grade 
without requiring families with incomes 
at the bottom of the grade to pay too 
large a proportion of their incomes for 
rent. It is strongly recommended that the 
number of grades be held to the minimum 
with which it is practicable to rehouse the 
whole cross section of the “lowest income 
group” included in the long-term program. 
It is important, however, to set up suffi­
cient grades to cover the entire long-term 
program, although all grades may not be 
served in the first projects.

For each of the various grades maxi­
mum income limits will be set, and these 
will automatically serve as the minimum 
income limits for the next higher grade. 
For the lowest grade there will be no mini­
mum income limit and families will be ad­
mitted no matter how low their income, 
provided they can pay the rent in the low­
est grade.

The maximum income limits should be 
set for each grade for an average size 
family requiring two bedrooms. The 
maximum limits thus fixed can then be 
adjusted upward for large families and 
downward for small families.

Experience suggests that for average 
size families with incomes below $1,000 a 
range of $200 between the maximum of 
one grade and that of the next grade is 
appropriate, while above $1,000 a range 
of $300 is generally suitable.

It is logical to set higher income limits 
in each grade for large families than for 
average size families, because the neces­
sary expenditures of large families for 

’ Another method of serving the market, which, however, la 
not recommended by the USHA, is through the use of "pro­
portional rents” or, as they have sometimes been called, "ad­
justed rents.” Under this system the rent is fixed for each 
family according to its income and calculated needs. A fre­
quent check is made on the income of the family and the rent 
is adjusted upward or downward to correspond to changes in 
income or family compositions. The terms "graded rents” and 
“proportional rents" are used to avoid the confusion which 
has grown up, not only in the United States, but In Great 
Britain, the country of origin, in connection with the use of 
the terms "differential rents” and "differential rent relief.”

food and clothing are greater. Con­
versely, it is logical to set lower limits in 
each grade for smaller families. After 
the maximum limits have been set in each 
grade for average size families requiring 
two bedrooms it will, therefore, generally 
be found advisable to reduce these limits 
by 10 percent to 20 percent for smaller 
families requiring one bedroom, and to 
raise them by 10 percent to 20 percent for 
larger families requiring three bedrooms, 
and to raise them by a further 10 percent 
to 20 percent for very large families re­
quiring four bedrooms. Maximum income 
limits should be rounded out to the near­
est $50.

IV. Setting Rents for the Various In­
come Grades.

After the income grades have been de­
termined, it is necessary to fix rents for 
each of the grades.

Families should not as a rule be expected 
to pay much more for shelter and utilities 
in public housing than the amount they 
have been accustomed to pay, since it 
could only be done by sacrificing other 
necessities. It is important, however, 
that they should pay as high rents as they 
reasonably can in order to hold the cost 
of subsidy to a minimum. In most cases 
these objects will be attained by. setting 
rents in public housing at approximately 
the amounts paid by tenants in substand­
ard dwellings.

In certain communities, however, the 
families of extremely low income in sub­
standard housing or certain racial or occu­
pational groups are forced to pay unreason­
ably high proportions of their incomes for 
rent plus utilities. Such abnormalities 
should be corrected.

In setting rents for each income grade 
it will be most convenient to begin with a 
two-bedroom unit suitable for occupancy 
by an average size family. The amount 
thus fixed can then be adjusted upward for 
larger units and downward for smaller 
units in the grade.

It is suggested that for each income 
grade the average amount now being paid 
for shelter and utilities by families in 
that grade irrespective of family size be 
used as the statutory rental value for a 
two-bedroom unit. The percentages which 
such annual statutory rental values form 
of the corresponding maximum income 
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limits in each grade should be computed. 
The statutory rental values should be ad­
justed if the percent in any grade is too 
low in relation to the percent established 
for other grades or is so high as to be 
unreasonable or extortionate.

A ratio of 30 percent for the maximum 
income in any grade (which may require 
families at the bottom of that grade to pay 
as much as 40 percent for rent plus utili­
ties) should not in general be exceeded for 
two-bedroom units. Under the provisions 
of Sec. 2 (1) of the Act, a ratio of less than 
20 percent to maximum income in any 
grade is precluded for a two-bedroom unit, 
since such a unit will in general be occu­
pied by families with less than three minor 
dependents.

Large families in the lower income 
grades cannot afford substantially higher 
rents than small families since they must 
necessarily spend more for food, clothing, 
and other essentials. It therefore appears 
to be sound policy in public housing to set 
the rents for large units in any grade at 
only slightly more than for small units.

In general, it will be found advisable in 
each grade to reduce the statutory rental 
value of a two-bedroom unit by 5 percent 
to 10 percent for one-bedroom units, and to 
raise it by 5 percent to 10 percent for 
three-bedroom units, and by a further 3 
percent to 5 percent for four-bedroom 
units.

As a practical rule of thumb, it is sug­
gested in grades where the statutory rental 
value for a two-bedroom unit is less than 
$20, that 75 cents be deducted from the 
monthly statutory rental value for a one- 
bedroom unit, and that 75 cents be added 
for a three-bedroom unit, and a further 50 
cents for a four-bedroom unit. In grades 
where the statutory rental value for a two- 
bedroom unit is $20 or over, it is suggested 
that $1 be deducted from the monthly stat­
utory rental value for a one-bedroom unit, 
and that $1 be added for a three-bedroom 
unit, and a further 50 cents for a four-bed­
room unit.

Monthly rents should be rounded out to 
the nearest 25 cents and weekly rents (if 
any) to 10 cents.

When a schedule has been completed the 
percentages which annual statutory rental 
values bear to maximum income limits 
should be computed for every grade and 
every size of unit, and any abnormality 

should be corrected. Care must be taken 
that, in accord with Sec. 2 (1) of the Act, 
no unit to be occupied by a family with less 
than three minor dependents (in general 
one- or two-bedroom units) has a rent­
income ratio of less than 20 percent, and 
that no unit to be occupied by a family 
with three or more minor dependents (in 
general three- or four-bedroom units) has 
a ratio of less than 16% percent. Where 
the ratio for a three- or four-bedroom unit 
is less than 20 percent, an additional in­
come limit should be established in the 
amount of five times the statutory rental 
value for families with less than three 
minor dependents.

On every project the estimated average 
subsidy per unit to be paid in each grade 
should be determined by subtracting the 
average annual “shelter rent plus utilities” 
for that grade from the estimated average 
annual expense (including debt service) 
per unit of all units in the project.

While the subsidy in the lowest grade 
should not, in general, exceed the maxi­
mum possible USHA subsidy 3 and should 
be substantially less wherever possible, it 
is recognized that there may be unusual 
circumstances requiring exceptional treat­
ment.
V. Income Limits and Rents for Spe­

cific Projects.
The USHA recommends that each Local 

Authority set income limits and rents for 
the projects included in its immediate pro­
gram so as to rehouse a typical cross-sec­
tion of the entire market.

Insofar as possible units with rents at 
more than one grade should be available 
in each project. When a Local Authority 
has several projects this will permit fam­
ilies of any given income to have a choice of 
location in relation to their employment. 
This policy also avoids the segregation 
of families by income and makes for 
more representative communities in each 
project.

A variety of factors will influence the 
choice of the income grades to be provided 
in any specific project. Among such fac­
tors are the income groups which predomi­
nate in the neighborhood, and the wage 

* The maximum USHA subsidy possible during the initial 
10 years is obtained by subtracting the increased expense for 
Repairs, Maintenance, and Replacements expected after the 
initial 10 years from the amount of subsidy computed by 
multiplying the average development cost per unit by the 
maximum statutory contribution rate.
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levels at places of employment most acces­
sible to the proj ect. As any local program 
develops over a period of years, there will 
arise differences in relative desirability 
between old and new projects. It seems 
reasonable that in selecting the grades to 
be served in various projects such differ­
ences should be recognized.

VI. The Assignment of Rents to Spe­
cific Dwelling Units.

Two different policies are possible in 
connection with the assignment of rents:

(a) It is possible to assign fixed rents 
to specific dwelling units. At the 
time of admission a family in any 
income grade would select its dwell­
ing from among those assigned to 
that grade. If the income of the 
family changed sufficiently to put 
them in a different income grade 
they would have to move to a dwell­
ing with higher or lower fixed rent, 
as the case might be, when a suit­
able vacancy occurred.

(b) It is possible to make no assignment 
of rents to dwelling units. At the 
time of admission a family would be 
free to select any unit of suitable 
size among those then available for 
occupancy, and the rent paid would 
be determined by the income grade 
of the family. If the income of the 
family changed sufficiently to put 
them in a different income grade, 
they would remain where they were 
and the rent would be adjusted up 
or down as the case might be.

There are practical advantages and dis­
advantages in either procedure which 
Local Authorities are advised to weigh 
thoroughly before making their choice.

If fixed rents are to be assigned to spe­
cific dwelling units under the first plan, 
care should be taken to assign to the higher 
rent grades those units which are inher­
ently more desirable because of outlook, 
exposure, plan, or other reason.

If rents are to be assigned to specific 
units attention should be given in the plan­
ning of the project to securing a certain 
amount of diversity in relative attractive­
ness between units of the same size.

VII. Income Limits After Admission
Discussion up to this point has been con­

cerned exclusively with income limits at 

the time of admission. Family incomes 
are, however, unstable, and in the course 
of a few years the incomes of many fam­
ilies in any project will have risen, while 
others will have fallen.

The question of income limits for con­
tinued occupancy is distinctly different 
from that of limits at the time of admis­
sion. This fact is recognized in Sec. 2(1) 
of the Act which fixes outside income limits 
of five and six times the rental at the time 
of admission, but which fixes no such limits 
after admission.

It is of the utmost importance to give 
families in public housing a feeling of se­
curity of tenure. Families naturally wish 
to stay in a project long enough to raise 
their children, unless their incomes increase 
sufficiently to enable them to afford decent 
private housing. The securing of any high 
degree of tenant maintenance also depends 
on giving tenants some assurance of con­
tinued occupancy. Any feeling that they 
may be dispossessed through relatively 
small increases in income tends to militate 
against their ambition to better them­
selves, particularly if eviction will drive 
them back into the slums. The human 
and practical problems involved in evicting 
or even moving tenants because of a small 
increase in income are very considerable.

The USHA believes that families in the 
top income grade whose income increases 
beyond the maximum limit for admission 
to the top grade should be encouraged to 
leave the project and move into private 
housing if they can find decent quarters at 
suitable rents. Where such quarters are 
not available they should be allowed to re­
main in the project, but only up to the 
point where their incomes exceed the maxi­
mum limit at the top grade by not more 
than 20 percent.

An extra income grade (Grade X) 
should be established for such families who 
are allowed to remain in the project. The 
maximum income limits in Grade X for 
units of various sizes should be set at ap­
proximately 20 percent above the corre­
sponding limits in the top regular income 
grade, but should be rounded to the nearest 
$50. When the income of a family in­
creases beyond the maximum limit for 
Grade X the family must be required to 
leave the project. Families in Grade X 
should be required to pay a somewhat 
higher proportion of income for rent than 
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those in the top regular income grade. 
Monthly statutory values (and, if neces­
sary, “shelter rents plus utilities”) should 
be set for units of various sizes in Grade X, 
and should be rounded down to the next 
nearest 25 cents (10 cents if weekly rents). 
It must be emphasized that Grade X is 
strictly reserved for families whose income 
after admission has increased above the 
maximum limit in the top grade. Under 
no circumstances may a family be accepted 
for original admission in Grade X.

When the income of a family in any 
grade other than the top grade increases 
beyond the maximum limit for that grade 
the USHA recommends that such family 
be assigned to the next higher grade and 
that its rent be correspondingly increased. 
In projects where rents are attached to 
specific units such family would be re­
quired to move into a unit in the next 
higher grade as soon as a vacancy oc­
curred. Where the rent attaches to the 
family its rent would be increased without 
moving the family.

When the income of a family in any 
grade decreases below the maximum for 
the next lower grade the USHA recom­
mends that such family be assigned to the 
next lower grade and that its rent be cor­
respondingly decreased. In projects where 

rents are attached to specific units such 
family would be permitted to move into a 
unit in the next lower grade as soon as a 
vacancy occurred. Where the rent at­
taches to the family its rent would be 
decreased without its moving. If, in an 
exceptional case, rents have been set in 
the lowest grade which require more than 
maximum subsidy, the number of families 
admitted to this grade must be restricted 
so as not to require more than maximum 
subsidy for the project as a whole.

In making any changes in the status of 
tenants as a result of increases or de­
creases in income after admission, it is 
always necessary to consider the probable 
permanency of the increase or decrease. 
Income after admission is to be determined 
on an annual basis and is to reflect the 
anticipated income for the coming year. 
It is proposed to determine income after 
admission only once each year, and neces­
sary changes in grade should be made 
as quickly as possible after such determi­
nations.

VIII. Illustrative Table
The following table will illustrate more 

clearly than a great deal of explanation 
how a three-grade rent schedule might 
work out for a specific project:
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1-Bedroom 
Unit

Grade A
Maximum Income$500. 00

 Statutory Rental Value 13. 25
Ratio Rental Value to Maximum

Income 31. 8%

Grade B
Maximum Income$700. 00 
Statutory Rental Value  16. 50
Ratio Rental Value to Maximum

Income 28. 3 %

2-Bedroom S-Bedroom 4-Bedroom
Unit Unit Unit

$600. 00 $700. 00 $800. 00
14. 00 14. 75 15. 25

28. 0% 25. 3% 22. 9%

$800.00 $900.00 $1,000.00
17. 25 18. 00 18. 50

26. 0% 24. 0% 22. 2%

1 For families with less than three minor dependents.

Grade C P $1,290.00) 
$1, 300. 00Maximum Income------------------- $850. 00 $1, 000. 00 $1,150. 00

Statutory Rental Value------------
Ratio Rental Value to Maximum

19. 00 20. 00 21. 00 21. 50

Income____________________- 26. 8% 24. 0% 21. 9% 19. 8%

For families who are allowed to remain in the project after their income increases be­
yond the maximum limit of the top grade, the following schedule of Grade X would be used:

Grade X
Maximum Income$1, 050. 00 
Statutory Rental Value  25. 00
Ratio Rental Value to Maximum

Income    —. 28. 6%

$1, 200. 00
26. 00

26. 0%

$1, 350. 00 $1, 500. 00
27. 00 27. 50

24.0% 22.0%

Nathan Straus, 
A dminis tra t or.

December 14,1940.
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