
Exhibit 1 shows trends in homeownership rates
between 1978 and 2001. Homeownership rates
are presented for three different groups: all
households; all households with children; all
working households with children; and working
families with children broken down between
single parents and couples.
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Exhibit 1. Homeownership Rates — of All Households and Working Families 
with Children, 1978–2001

Homeownership rates in America are now at an all-time high. In 2003, 68.3 percent of all households owned their
homes, up from 65.2 percent in 1978. The increase in homeownership rates, which primarily occurred in the 1990s, has
been attributed to a number of factors, including the aging of the baby boom, innovations in the mortgage market, record
low interest rates and a booming economy. However, a closer look behind these numbers reveals some troubling trends.

This paper focuses on the homeownership rates of working families with children, where “working families”
include households earning less than 120 percent of the local median income but more than the full-time equivalent
of the minimum wage ($10,712). The paper is part of a continuing series on the housing needs of working families
sponsored by the Center for Housing Policy.

Why focus on families with children?  The answer is straightforward. Numerous studies have shown that children
of homeowners are more likely to do well in school, less likely to have behavioral problems, and less likely to become
pregnant as teenagers.1 The positive impact on children appears to be particularly evident among lower income
families.2 Thus, the homeownership rates of working families with children have important implications that extend
beyond the housing market and could well affect the future well-being of the next generation.
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chp@nhc.org
http://www.nhc.org/chp.htm
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The homeownership rate of working families with children in 2001 was almost 6 percentage points lower than it
was prior to 1980.
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As shown in the Exhibit 1, the overall
homeownership rate declined from 65.2 to 63.9
percent between 1978 and 1991, but then
rebounded sharply, rising to 66.9 in 1999 and
then to 68 percent by 2001. In contrast, the
homeownership rate for families with children
has never recovered from the losses experienced
in the 1980s.

The homeownership rates of all families with
children (regardless of income) fell from 70.5
percent in 1978 to 63.4 percent in 1991, rising
to 67.5 in 1999 and then to 68.4 percent in
2001. Thus, while the homeownership rate of
families with children has risen significantly in
the past few years, it has not fully recovered
from the losses experienced in the 1980s.

Low- to moderate-income working families with
children fared particularly poorly. In 1978, 62.5
percent of working families with children
owned their homes. By 1991, their
homeownership rate dropped to 55.8 percent,
rising to 56.3 percent in 1999 and remaining
relatively flat through 2001, when their
homeownership rate was only 56.6 percent.

The percent of low- to moderate-income
children living in owner-occupied
housing has declined significantly.

The stagnation in homeownership rates
among working families with children occurred
as both the numbers and relative importance of
such households were on the rise. The number

of working families with children rose from
11.9 million in 1978 to 17.5 million in 2001.
At the same time, their share of all U.S.
households rose from 15.4 percent in 1978 and
16.4 percent in 2001.

The number of children represented by these
households also increased in both absolute and
relative terms. In 1978, working families with
children represented 40.8 percent (24.5 million)
of all children nationwide. By 2001, this share
had risen to 48 percent (34.5 million.). (See
Exhibit 2.)

But, as the number of children in working
families grew, homeownership among these
families declined.Among working families with
one or two children, the homeownership rate
was 59.2 percent in 1978. It fell to 54.7 in
1991 and has edged up slowly to 55.4 in 1999
and then to 55.9 in 2001, still short of its pre-
1980s level.

For working families with three or more
children, the drop in the homeownership rate
was especially precipitous. In 1978, the
homeownership rate among these families was
70.8 percent, which was higher than the
prevailing 65.2 percent homeownership rate for
the U.S. as a whole. By 1991, the
homeownership rate of these large families
declined more than 11 percentage points to 59.4
percent. The rate dipped slightly to 59.2 percent
in 1999 and then slipped further to 58.8 percent
in 2001, or 12 percentage points below what it
was two and a half decades ago. (See Exhibit 3.)

Continued from page 1
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Exhibit 2. Total Number of Children (in millions), by Household Type, 1978–2001
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Thus, the net decline in the
homeownership rates of working
families with children that occurred
between 1978 and 2001 translates into
a more than 8 percent decline (from
nearly 66 percent to about 58 percent)
in the proportion of low- to moderate-
income children living in owner-
occupied housing. (See Exhibit 4).

In effect, what has been hailed as a
decade of progress for the average
American household has been far less

favorable for working families with
children who are increasingly struggling
to make ends meet.

The shift from two-parent to
one-parent households explains
some, but not all, of the decline
in the homeownership rates of
working families.
In 1978, only 18 percent of all working
families with children were single-parent
families. By 2001, their share had more

than doubled to 39 percent. (See pie
chart on page 4.) Since single parents
with children have relatively low
homeownership rates, their growing
importance depressed the overall
homeownership rate of working families
with children.While the homeownership
rates of single parents with children
actually increased between 1978 and
2001 (42.0 to 43.2 percent), the effects of
this modest increase on the overall
homeownership rate of working families
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Exhibit 4. Percent of Children in Working Families in Owner Occupied Homes, 1978–2001

1978 1991 1999 2001

All Working Families with Children 62.5 55.8 56.3 56.6

Number of Earners
one 60.4 50.2 50.7 51.5
two 62.3 58.6 59.9 59.4
three or more 78.1 64.9 65.2 67.1

Family Size
One or Two Children 59.2 54.7 55.4 55.9
Three or more Children 70.8 59.4 59.2 58.8

Family Composition
Couples with Children 66.8 63.2 64.2 65.5
Single Parent 42.0 38.5 41.8 43.2

Exhibit 3. Homeownership Rates (%) Among Working Families with Children
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Almost all types of working families experienced declines in homeownership from 1978 to 2001, including dual-income families. Only the
rate of single-parents increased slightly from its relatively low level.

In 1978, almost two-thirds of the children in working families lived in owner-occupied homes.  That percentage declined to just over 57 percent
and has remained stagnant.
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with children was swamped by the accompanying
shifts in family type.

However, the decline in the overall
homeownership rate of working families cannot
be explained entirely by changes in household
type. Homeownership among couples with
children also fell, dropping from 66.8 percent in
1978 to 63.2 percent in 1991 before climbing up
to 64.2 in 1999. In 2001, the rate was 65.5, still
below its pre-1980s level. (See Exhibit 3.)

It appears that the effects of family structure
on homeownership rates are stronger or weaker
depending on the market. In all types of
markets—high-cost, medium-cost and low-
cost—working couples with children have fared
much better than single parents with children in
all four time per iods. But, in low- and
medium-cost markets, in contrast to national
trends, both couples and single parents had
higher homeownership rates in 2001 than in
1978. However, the overall homeownership rate
of working families with children in these
markets declined over the period, suggesting
that the shift in family type to single parents was
a major reason.

In high-cost markets, the story is more
complex. Here, homeownership rates of both
single parents and couples declined, so the
overall decline cannot be attributed solely to
changes in household type. It is likely, as is
discussed below, that stagnant incomes and rising

costs of homeownership played important roles.
(See Exhibit 5.)

Both dual-income and single-income
working families experienced declines in
homeownership.
Dual-income working families with children were
not immune to the trend of stagnant
homeownership rates. In 1978, when two-
income families were not as common as they are
today, their homeownership rate stood at 62.3
percent. As more women entered the workforce,
the rate fell to 58.6 percent in 1991, inched up to
59.9 percent in 1999, only to fall back slightly to
59.4 percent in 2001.

Working families with children dependent
on the earnings of a single wage earner had
an increasingly difficult time attaining
homeownership. Back in 1978, the
homeownership rate among families with one
earner and two earners differed by about 2
percentage points (60.4 vs. 62.3). By 2001, the
homeownership rate among both groups
declined, with a drop of almost 9 percentage
points for single-earner households versus a
drop of about 3 percentage points for two-
earner households. This widened the
homeownership gap between the two groups to
almost 8 percentage points, or 51.5 percent vs.
59.4 percent. (See Exhibit 3.)

% Point 
Change

1978 1991 1999 2001 1978–2001

High Cost Markets
All Working Families with Children 60.6 45.8 49.4 51.2 -9.4

Couples 65.6 52.4 56.7 59.2 -6.4
Single Parent 40.0 32.8 35.8 38.4 -1.6

Medium Cost Markets
All Working Families with Children 61.9 59.4 58.7 59.1 -2.8

Couples 66.7 67.3 68.8 69.3 +2.6
Single Parent 40.7 39.9 42.2 43.9 +3.2

Low Cost Markets
All Working Families with Children 64.8 60.4 62.7 62.0 -2.8

Couples 68.0 66.9 69.3 69.7 +1.7
Single Parent 46.0 43.8 50.8 50.3 +4.3

Exhibit 5. Homeownership Rates of Working Families with Children by Market Type

The shift to single-parent households appears to have had a strong effect in low- and medium-cost markets,
causing the overall homeownership rate to decline.  High-cost areas felt the additional strong impact of market
pressures. 
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In terms of the ability of working families
with children to achieve homeownership, the
level of home prices over the period tells part of
the story. According to Census data, the median
sales price of a new home in 1978 was $55,700,
which was about four times the $14,258 median
income of a working family with children. In
2001, the median new home cost more than
$175,000 or five times the median income of
$35,000. The full-time minimum wage in 1978
was $5,512. By 1991, it had risen to $8,840, and
by 1999 it was $10,712, where it has remained.

The cost of ownership has outpaced the
income growth of many working families.

Rapid increases in homeownership costs also
account for why some working families with
children have not been able to attain
homeownership. Between 1978 and 2001, median
total cash outlays went from $263 per month to
$816 or up 210 percent. Income grew only 166
percent over the same period, but real income
growth was essentially zero, as the Consumer Price
Index increased 172 percent, or just slightly above
the growth in nominal incomes.

Moreover, changes have occurred in the
components of homeownership costs.
Undoubtedly, the biggest change over the twenty-
three year period of the study was in mortgage
payments. Mortgage payments are typically the
largest component of the cost of homeownership
(until the mortgage is paid off). Since 1978, the
median mortgage payment rose 282 percent, a

reflection of the increase in housing prices and need
for larger mortgages. Insurance costs went up 175
percent over the same period, while property taxes
increased 126 percent. The typical payment for
utilities went up 108 percent. (See Exhibit 6.)

About 1 in 8 Working Families with
Children who own their homes have
critical housing needs.

A critical housing need is defined as paying more
than half of income for housing and/or living in
dilapidated conditions. An analysis of the overall
incidence of critical housing needs of working
families with children shows that about one in
eight (12.5 percent or roughly 1.3 million) had
critical needs in 2001, a rate almost two and a
half times higher than it was in 1978. That year
it was 5.2 percent, rising steadily to 8.1 in 1991
and to 10 percent in 1999.

However, this 12.5 percent incidence of critical
needs in 2001 is roughly equal to that of all couples
with children (12.7), slightly lower than that of all
one-person households (13.1) and slightly higher
than that of all multi-person households without
children (11.8). The comparable rate for working
families with children who were renters was 13.1
percent. (See Exhibit 7.)

One reason the overall incidence of critical
housing needs is not appreciably worse than that of
other households may be that working families
with children had higher incomes, on average, than
did other homeowner households with incomes
between full-time minimum wage and 120 percent
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The cost of homeownership grew faster than the incomes of many working families over the twenty-three year period.
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% Change
1978 1991 1999 2001 1978–2001

All Families with Children 6.6 9.5 11.3 13.9 110.6
Working Families with Children 5.2 8.1 10.0 12.5 140.4
All Couples with Children 5.7 8.5 10.3 12.7 122.8
All Single Parents with Children 11.6 12.8 13.6 16.4 41.4
All One-Person Households 3.8 8.5 10.5 13.2 247.4
All Multi-Person Households without Children 4.0 6.7 9.9 11.8 195.0
Working Families with Children Renters 6.3 9.5 12.6 13.1 107.9
Note: The family types in this chart have incomes between full-time minimum wage and 120 percent of the area median income.

Exhibit 7. Critical Housing Needs for Selected Household Types

1For example, see Richard Green and Michelle White, “Measuring the Benefits of Homeowning: Effects on Children,” Journal of Urban Economics 41(3):441-61;
Donald R. Haurin,Toby L. Parcel, and R. Jean Haurin, “Impact of Homeownership on Child Outcomes,” in Retsinas and Belsky, op. cit.; and Robert D. Deitz, “The
Social Consequences of Homeownership,” Ohio State University, June 2003.

2Joseph Harkness and Sandra Newman,“Differential Effects of Homeownership on Children from Higher-and Lower-income Families,” Journal of Housing Research,
Volume 14, Issue 1.

3See, for example, recommendations for increasing the stock of affordable housing in Meeting Our Nation’s Challenges, Report of the Millennial Housing Commission,
2002,Washington, DC., U.S. Government Printing Office.

Funding for this project was provided by the Chicago Dwellings Association.
This brief is based on data tabulations of the American Housing Survey by Hartrey Advisors.

Summary

In summary, even as homeownership rates in the U.S. have
flirted with their all-time highs, homeownership among low-
to moderate-income working families - defined as those
earning between full-time minimum wage and 120 percent
of area median income - declined in the 1980s and early
1990s and have not recovered to their pre-1980s levels. This
overall trend was true of both dual-income and single-
income families. However, single-income families were more
severely affected both in terms of their lower overall levels of
homeownership and their ability to recover.

Several factors may underlie this stagnation in the
homeownership rate of working families. First, there has
been a pronounced shift in family structure from couples
with children to single parents with children. The

homeownership rate of single-parents has consistently trailed
that of couples by more than twenty percentage points.
Second, this shift appears to have been accompanied by
reduced income among some of these families. And, the
incomes of working families, even those of dual-earner
couples, have not kept pace with the rising cost of housing,
especially in high-cost markets.

Among working families that have achieved
homeownership, one-in-eight pay at least half their income
for housing and/or live in dilapidated conditions.

These findings lend support to what some observers have
long contended — that the supply of affordable homes is
inadequate to meet the changing needs of America’s low- to
moderate-income workers and their children.3

About one-in-eight homeowner working families with children paid at least half of household income for housing and/or lived in
dilapidated conditions.

of median. While the median household income of working
families with children for 2001 was $35,000, the comparable
figure for one-person households was $23,000 and for multi-
person households without children was $29,000.

The group of homeowner families with the highest

incidence of critical needs was single parents with children, at
16.4 percent. This group had lower incomes than their
counterpart couples in each of the time periods. By 2001,
the median income for single parents was $28,700, which is
27 percent below the $39,500 median for couples.


