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Both governments and community- 
based organizations administer 
means-tested programs that serve 

populations in financial need. Some 
programs, such as the Supplemental 
Nutrition Assistance Program (SNAP) 
or Housing Choice Vouchers, provide 
immediate access to necessary 
resources. Others, such as Pell Grants, 
provide resources so beneficiaries can 
access opportunities that will improve 
their long-term earning potential.     

How do policymakers decide who 
qualifies for means-tested programs? 
Depending on the goals and available 
resources of the program, policymak-
ers may decide to limit eligibility  
to low-income or both low- and 
moderate-income (LMI) individuals 
and families. For place-based initia-
tives, in which resources support a 
project that serves a community as 
opposed to an individual, policymak-
ers may limit eligibility to areas where 
aggregate income statistics indicate 
that the population living in the area 
is predominately low income or LMI.

Policymakers and researchers study-
ing LMI populations need a benchmark 
to assess individuals’ or households’ 
incomes. The two most commonly 
used are the poverty threshold and 
area median income (AMI). This arti-
cle discusses differences between them 
and how they are used to describe 
income dynamics in the context of the 
Fifth District. 

WHO IS CONSIDERED LMI?

Characterizing income relative to 
the poverty threshold or AMI are 
two different ways to tell a similar 
story. There are practical differences 
between the two measures. Most nota-
bly, the poverty threshold is nationally 

determined and used to identify 
extremely low-income populations, 
whereas AMI is locally or regionally 
determined and is more often used to 
understand or characterize conditions 
facing LMI populations. Technically, 
the poverty threshold serves as the 
basis for absolute measures of poverty, 
meaning a measure that compares 
people’s income against a foundational 
needs standard that remains consis-
tent over time. AMI is used to create 
relative measures of income, which 
consider how well-off people are 
compared to a standard of living that 
is allowed to shift over time and in 
relation to their peers. 

The poverty threshold was created 
in 1963 and was based on three times 
the cost of a minimum food budget. 
This is because, at the time, most 
families’ food budgets were their 
largest recurring expense, account-
ing for about one-third of their total 
budget. Because the cost of a fami-
ly’s food budget depends on the 
number of family members, differ-
ent poverty thresholds were defined 
based on family size. Every year, the 
Census Bureau calculates current 
poverty thresholds by adjusting the 
1963 poverty threshold for inflation. 
The Census Bureau’s 2022 poverty 
thresholds range from $14,036 for a 
household of one person over age 65 
to $64,815 for a family that consists of 
nine or more related adults.

People living in families earning less 
than the poverty threshold are consid-
ered to be in poverty, meaning they 
are extremely low income. Researchers 
and policymakers also consider depth 
of poverty measures, which instead 
compare family incomes to a frac-
tion or multiple of the poverty thresh-
old. For example, some researchers 

consider families earning up to 200 
percent of the poverty threshold to 
be low income. In this way, depth of 
poverty measures more fully describe 
the economic well-being of families. 

AMI measures the median income at 
the metropolitan statistical area (MSA) 
level for metropolitan areas and state-
level nonmetropolitan median income 
for nonmetropolitan areas. Because 
income tends to be higher in metropol-
itan areas, AMI tends to be greater in 
those areas than in nonmetropolitan 
areas. As a case in point, none of the 
nonmetropolitan state median incomes 
in the Fifth District exceed $80,000, 
whereas many MSA median incomes 
do. (See top map.)

Most organizations use a definition 
of LMI that includes families earning 
up to 80 percent of AMI, but definitions 
of who is considered extremely low 
income, very low income, or low income 
vary. One commonly used scale is:

 ■ Extremely low income: at or below  
30 percent of AMI

 ■ Low income: 31-50 percent of AMI
 ■ Moderate income: 51-80 percent of 

AMI 
 ■ Middle income: 81-120 percent of 

AMI 

WHAT PLACES ARE CONSIDERED LMI?

Income characteristics can also be 
described for geographic areas, such as 
counties or census tracts.

A geographic area can be charac-
terized by the area’s poverty rate, 
which indicates the share of people 
living below the poverty threshold. 
A geographic area is considered high 
poverty if its poverty rate is over  
20 percent. 

Alternatively, a geography may 
be considered LMI depending on 
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how aggregate income characteris-
tics compare to AMI. In most cases, 
a geographic area is considered LMI 
if its median income is less than 80 
percent of AMI. For example, in 2020, 
the city of Baltimore’s median income 
was $52,164, which is about 50 percent 
of the Baltimore-Columbia-Towson 
MSA AMI of $104,637; therefore, 
Baltimore is considered low income. 
Nonmetropolitan counties are consid-
ered LMI if their median income is 
less than 80 percent of the nonmet-
ropolitan state AMI. For example, in 
2020, McDowell County in southern 
West Virginia had a median income 
of $26,072, which is 44 percent of 
West Virginia’s nonmetropolitan state 
median income of $59,300, so it is 
considered low income. 

In the Fifth District, nonmetropoli-
tan counties are more likely to be both 
high poverty and LMI than urban 
counties. Significant shares of both 
metropolitan and nonmetropolitan 
counties are LMI but not high poverty. 
(See bottom map.)

MEASURING THE ELIGIBILITY OF 
INDIVIDUALS

To determine whether families or indi-
viduals are eligible for public assistance, 
state and federal agencies frequently 
compare their incomes to the poverty 
threshold. For example, families are 
eligible for SNAP (which provides food 
subsidies) or Head Start (which provides 
free early care and education) if their 
incomes are at or below 130 percent of 
the poverty threshold. 

Eligibility criteria can be complicated. 
For example, some state-administered 
programs (including SNAP) can over-
ride federal eligibility criteria. To clarify 
how location-specific criteria influence 
the amount of benefit a family is eligible 
to receive, the Atlanta Fed has devel-
oped the Policy Rules Database. This 
resource takes into account the number 
of adults and children in the family, age 
of adults, and disability status. Users 
then select which public assistance 
programs they want to consider, and the 

Area Median Incomes in 
the Fifth District

SOURCE: Federal Financial Institutions Examination Council (FFIEC) 2022 Median 
Family Income Report, 2020 MSA/MD Median Family Income. 

Low- and Moderate- 
Income Counties and  
High-Poverty  
Counties in the  
Fifth District

SOURCE: Federal Financial Institutions Examination Council (FFIEC) 2022 Median 
Family Income Report, 2020 MSA/MD Median Family Income. 
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database displays how public assistance 
benefits will vary as their employment 
income changes.

Federal programs that use AMI to 
assess individual and family eligibil-
ity tend to provide benefits related 
to expenses for which prices fluc-
tuate across localities. For example, 
programs administered by the U.S. 
Department of Housing and Urban 
Development (HUD), such as Housing 
Choice Vouchers, use AMI to deter-
mine eligibility. This allows the value 
of housing benefits to adjust to the cost 
of housing across communities. 

To simplify the process of determin-
ing whether a family is income-eli-
gible for public assistance programs, 
some states use broad-based categori-
cal eligibility, which expands eligibil-
ity from one program to another. For 
example, qualifying for the Temporary 

Assistance for Needy Families 
program would confer categorical 
eligibility on a family, making them 
eligible to receive SNAP public assis-
tance as well. 

Some government programs are 
also designed with flexible eligibil-
ity thresholds. For example, North 
Carolina has a child care subsidy 
program that is funded with both 
state and federal resources. Families 
are income-eligible if they earn up 
to 200 percent of the poverty thresh-
old, but the program is also available 
to families that meet certain situa-
tional criteria (for example, if a parent 
is in school or a job training program). 
Mecklenburg County, N.C., augments 
these resources to expand eligibil-
ity to households earning up to 300 
percent of the poverty threshold, and 
to reduce the work/education-hour 

requirements for families earning 
less than 200 percent of the poverty 
threshold. 

MEASURING THE ELIGIBILITY  
OF PLACES

Some grants or loans are awarded 
to organizations that will use those 
resources to improve the economic 
conditions of a specific place. In order to 
be awarded or get credit for place-based 
program funding, organizations are 
required to describe aggregate income 
characteristics of the community they 
intend to serve. 

The Community Reinvestment Act 
(CRA) was established to make sure 
banks were equitably providing access 
to credit throughout their service area. 
In particular, the CRA requires banking 
regulators such as the Fed to encourage 

POVERTY MEASURES IN RESEARCH 

For research purposes, the question of whether to use 
income relative to AMI or income relative to the poverty 
threshold to evaluate a population depends on the question 
being asked. If the researcher is conducting a longitudinal 
analysis, the poverty threshold provides a consistent bench-
mark against which to compare income over time. While 
AMI does vary over time, it also implicitly accounts for vari-
ation in cost of living across different geographic areas; this 
is because cost of living is highly correlated with AMI. For 
this reason, researchers looking to explore differences in 
purchasing power in different geographic areas over a short 
period may prefer to use income relative to AMI. 

While the poverty threshold and income relative 
to AMI are the two most commonly used measures 
for determining income eligibility for means-tested 
programs, researchers may consider additional thresh-
olds against which to characterize the income of popu-
lations. For example, the Census Bureau publishes the 
Supplemental Poverty Measure as an alternative to the 
poverty rate.  

The Supplemental Poverty Measure refines the poverty 
rate by accounting for additional financial resources and 
recurring expenses and allowing for geographic vari-
ation in housing costs. In addition to earned income, 
which is used to generate poverty rates, the Supplemental 
Poverty Measure also includes cash and near-cash public 
assistance benefits among a family’s financial resources. 
Beyond the subsistence food budget used in the poverty 

rate, the Supplemental Poverty Measure also consid-
ers clothing, shelter, utilities, and telecommunications as 
among necessary expenses. The Supplemental Poverty 
Measure also accounts for differences in housing cost 
based on geography and whether a family owns or rents 
their home. Whereas the poverty rate differentiates fami-
lies from unrelated individuals, the Supplemental Poverty 
Measure instead differentiates between resource units (to 
include families, unmarried partners and their relatives, 
coresident unrelated children, and foster children) and 
unrelated individuals. 

In the Fifth District, the share of people in poverty 
according to the 2019 Supplemental Poverty Measure 
tended to be greater than the share of people in poverty 
according to the poverty rate in all Fifth District states 
(except West Virginia) and the District of Columbia. 

As another alternative, United Way has developed a 
measure called ALICE, which stands for “Asset Limited, 
Income Constrained, Employed.” ALICE is an alternative 
threshold based on a survival budget that includes hous-
ing, child care, food, transportation, health care, telecom-
munications, taxes, and contingency savings. Like the 
Supplemental Poverty Measure, it is intended to improve 
upon the poverty threshold approach by serving as a more 
accurate measure of how many households are having  
difficulty making ends meet. ALICE measures are  
county-specific and are currently available nationwide. 

— Sierra Latham
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banks to meet the credit needs of the 
communities they serve, including 
LMI communities. The CRA defines 
LMI communities based on aggregate 
income characteristics of a place. Banks 
meet CRA requirements by providing 
or purchasing loans and for providing 
grants and services in LMI commu-
nities. A community may consist of a 
subcounty geography, such as a block 
group or tract. According to the CRA, 
a geography is low income if it has a 
median family income of at most 50 
percent of AMI, and moderate income 
if it has a median family income of 50 
percent to 80 percent of AMI. 

Other programs, such as the New 
Markets Tax Credit (NMTC), allow the 
applicant — generally an investor — to 
decide whether to use poverty rates or 
AMI to determine whether the target 
community is considered low income. 
NMTC provides federal income tax 
credits to investors that contribute to 
qualified investments in low-income 
communities. With a few exceptions, a 
community is considered low income 
if it is located in a census tract with a 
poverty rate of at least 20 percent, or 
where the median family income does 
not exceed 80 percent of AMI. 

Some place-based programs take a 
different approach to assessing eligi-
bility: They specify that LMI popula-
tions are intended to be served using 
resources provided, regardless of aggre-
gate income measures. For exam-
ple, Community Development Block 
Grant (CDBG) funds are allocated to 
states, cities, and counties on a formula 
basis and are used to expand housing 
and economic opportunities for LMI 
people. Instead of relying on compar-
ing the community median income to 
AMI, applicants need to consider how 
many people in the community they 
plan to assist fall in this income range. 
These data are not available in standard 
Census Bureau American Community 
Survey (ACS) tables, which most organi-
zations rely on for timely data. HUD, the 
agency that administers CDBG, works 
with the Census Bureau to provide data 
on the number of LMI people at the 

county level every five years.
Using aggregate income measures 

to determine place-based eligibil-
ity may present challenges for places 
with small populations, such as rural 
areas. Because five-year ACS data are 
based on a sample of about 5 percent of 
households, places with small popula-
tions may observe greater variance in 
median income estimates from year to 
year than places with larger popula-
tions. This could influence the commu-
nity’s eligibility from one year to the 
next, making it difficult for community 
leaders to anticipate what resources 
they can rely on over time. 

Some place-based funding tends to 
be awarded on the basis of a combi-
nation of factors, including the local 
unemployment rate, income, and 
poverty characteristics. For example, 
the Community Development Financial 
Institutions Fund’s Bank Enterprise 
Award Program is awarded to depos-
itory institutions that have increased 
their investments in census tracts with 

poverty rates above 30 percent and 
unemployment rates that are at least 
50 percent greater than the national 
unemployment rate. As another 
example, the Appalachian Regional 
Commission determines match require-
ments based on an economic distress 
index, which takes into account a coun-
ty’s unemployment rate, per capita 
income level, and poverty rate. 

LMI MEASURES IN THE FIFTH 
DISTRICT

Looking at Fifth District communi-
ties’ poverty rates and median income 
relative to AMI presents two different 
ways to understand income character-
istics of the local population. At the 
county level, there are clusters of high 
poverty counties in eastern North 
Carolina and South Carolina, in west-
ern Virginia, and in southern West 
Virginia. High poverty metropolitan 
counties tend to be scattered through-
out the Fifth District. (See map.) 

County-Level Poverty  
Rates in the Fifth District 

SOURCE: U.S. Census Bureau 2016-2020 ACS 5-year estimates
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Nonmetropolitan counties
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Most nonmetropolitan counties in 
the Fifth District are LMI, and more 
than half of metropolitan counties are 
LMI. Few counties in the Fifth District 
have median incomes greater than 
100 percent of AMI. (See map.) Note 
that, while this analysis displays coun-
ty-level statistics, the same analysis can 
be conducted at smaller geographies. 

Looking at these two maps together 
tells a more complete story about 
specific places. Some places are unam-
biguous. For example, McDowell 
County in southern West Virginia is 
both high poverty and low income. 
Other stories are more complicated. For 
example, Richmond is high poverty, 
but moderate income. This means that, 
while about 21 percent of Richmond 
residents live below the poverty thresh-
old, there are enough people with rela-
tively high incomes to somewhat offset 
those with extremely low incomes. 

Neighborhood-level poverty and 
income characteristics in Richmond 
reveal how this might be the case. 
Neighborhoods in the eastern part of the 
city tend to be both high poverty and 
low income, whereas neighborhoods in 
the western part of the city tend to have 
incomes greater than 100 percent of AMI 
and lower poverty rates. Most neighbor-
hoods with high poverty rates are also 
low income; the one exception is the 
Woodland Heights neighborhood, which 
is in the central part of the city and is 
both high poverty and has a median 
greater than 100 percent of AMI. 

CONCLUSION

AMI and the poverty threshold are 
two benchmarks against which to 
measure the economic well-being of 
a family or individual. They can also 
be used in aggregate to assess the 
extent of economic need in a commu-
nity. When studying community 

income dynamics, the poverty rate 
and median income-to-AMI ratio 
can be used in conjunction to tell 
a more complete story, and hint at 
income distribution. In addition, 
the Supplemental Poverty Measure 
provides another lens through which 
to assess the economic well-being of 
populations. EF
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Ratio of County Median 
Household Income to 
Area Median Income

SOURCES: FFIEC 2022 Median Family Income Report, 2020 MSA/MD Median Family 
Income; U.S. Census Bureau 2016-2020 American Community Survey (ACS) 5-year  
estimates; and author’s calculations.
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