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ABSTRACT 

The Impact of Shifting Neighborhood Racial Composition on Home Value Appreciation 

Richard G. Moye Jr. 

Doctor of Philosophy 

Temple University, 2012 

Doctoral Advisory Committee Chair: Dr. David Elesh 

 

My research looks at the way that changing neighborhood racial composition 

impacts property values.  Housing market reactions to changing neighborhood racial 

composition may be one of the primary reasons for persistently high levels of black-white 

residential segregation.  Most of the previous research on this topic was done in the 

1960’s and 1970’s, and there is reason to expect that the patterns may have shifted since 

then.  By focusing on the 1990-2005 time period, my research significantly updates the 

age-old question of “Do property values drop when blacks move in?” The geographical 

focus of this project is the greater Philadelphia Metropolitan area, however, the patterns 

observed are likely similar to other US post-industrial cities, particularly of the Northeast 

and Midwest.  Recent home sales transactions are used to estimate property values by 

tract, which in turn is used to calculate home value appreciation.  Decennial census data 

is used to quantify the shift in neighborhood racial composition, and National Center for 

Education Statistics (NCES) data is used to examine whether or not school district racial 

composition has a separate impact more significant than neighborhood racial 

composition.  The major finding is that neighborhoods which experienced substantial 

racial transition had lower levels of home value appreciation than comparable 

predominately white neighborhoods.  My results suggest that the dynamics of the housing 

market further exacerbate the racial inequality that is already present in the labor market 
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and in educational attainment, which subsequently contributes to a large and persistent 

racial wealth gap.
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CHAPTER 1 

INTRODUCTION 

 

In the early months of 2007 my wife and I began searching for a house to call 

home.  We had been saving for some time and we were determined to switch from renters 

to owners of our own home, making in investment in our future.  As with anyone else, 

there were a number of things we had to consider in choosing the location of our home.  

My wife was searching for a short commute to her job in the suburbs, and I was searching 

for somewhere that was public transit accessible, since I would be commuting into the 

city.  We were hoping for a neighborhood and an environment that would be a good place 

to eventually raise a family.  We were also concerned with the value of our potential 

home as an investment.  A major advantage over renting is that owning a house provides 

equity, so we wanted to be sure that the home we purchased would continue to appreciate 

in value in the years ahead.  We knew that the quality of the local school district would 

be an important component of whether or not the house would appreciate.  We also paid 

attention to the quality of the school district for the sake of our future children.   

 As the house hunting process continued, we began to think about how the racial 

composition of the neighborhood, and the school district, can impact the level of home 

value appreciation.  Both my wife and I had heard from older generations of family 

members that whites rapidly abandon neighborhoods that blacks moved into, 

jeopardizing our ability to build equity in our home.  We could also simply observe the 

neighborhoods around us.  Houses located in the William Penn School district, in 

particular, were of the same age, same quality, same size, with the same features as many 
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of the homes we considered in Upper Darby, yet were priced over 25% less.  Homes 

within the William Penn School District also had not appreciated noticeably at all in 

recent years, despite the housing market bubble.  The residential neighborhoods of 

William Penn were racially mixed, however, the school district was over 80% black.   

 If we, as African-Americans ourselves, paid more to live in Upper Darby, 

expecting our home to appreciate, would we find that Upper Darby soon would turn into 

William Penn?  In other words, would home values fail to appreciate as a consequence of 

a black couple moving into a majority white area, thus potentially pushing the racial 

composition past a “tipping point”?  As a sociologist I was already familiar with theories 

of racial transition which suggest that majority white neighborhoods that become racially 

integrated will soon become unstable (prone to rapid homeowner turnover).  Do these 

theories still accurately describe how racial transition impacts housing values today?  For 

my wife and I, is there no neighborhood where a house will be considered a safe, long 

term investment because of our race? 

 The goal of this research project is to answer some of these questions by 

describing what typically happens to housing values when predominantly white, 

suburban neighborhoods begin to become racially integrated.  The project will examine 

how the housing market responds to an influx of blacks, as well as how the housing 

market responds to racial diversity through the influx of non-black racial minorities.  A 

secondary question is how property values respond when predominantly white 

neighborhood schools become racially diverse.  

The questions posed in this research project are of broad importance because they 

can provide an indicator of whether inequality along racial lines is decreasing, or 
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becoming even larger.  Although the United States has seen decreases in racial disparities 

in income since the civil rights movements, racial disparities in wealth remain 

persistently large.  Wealth is more important than income for the inter-generational 

transfer of socioeconomic status.  For the majority of American families, the value of 

their home is their main source of wealth (Oliver and Shapiro 1995).  In some cases, they 

pass on that wealth, relatively tax free, to their descendants.  In other cases, the equity in 

their homes may be used as collateral for obtaining a loan to start a small business, to 

finance the cost of sending their children to college, or for other purposes.  Owning a 

home is widely considered to be the crucial rung on the ladder towards intergenerational 

socioeconomic upward mobility.
1
  However, existing studies on patterns of segregation 

suggest that African-Americans and other racial minorities may be excluded from 

capitalizing on the equity in their homes because the houses in neighborhoods where 

racial minorities live typically do not appreciate at the same rate as houses in 

predominantly white neighborhoods (Oliver and Shapiro 1995).  This study will 

investigate the extent to which this is true, with the overarching goal of testing whether 

the existence of a racialized housing market prevents homes in integrating neighborhoods 

from appreciating the way that homes in predominantly white neighborhoods do (where 

the market characteristics of the neighborhoods are otherwise similar). If it is true that 

homes do not appreciate as much in integrating neighborhoods, then this could be a 

serious barrier to financial stability for non-whites in the United States.  Differences in 

                                                           

1
This research project will not reflect the change in the housing market that has occurred since 2007.  Given 

the collapse of the housing market, whether home ownership will return as a crucial device for 

intergenerational economic mobility is an open question going into the future.   
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home value appreciation may also contribute to widening wealth inequality along racial 

lines.   

Apart from implications of growing wealth inequality, this research project has 

broad implications for disparities in health and disparities in educational quality.  In terms 

of health, residents of poorer neighborhoods are less likely to have access to fresh fruits 

and vegetables and are at an increased risk of developing diet-related health conditions 

such as heart disease and diabetes (Landrine and Corral 2009).  In terms of education, 

property values fund schools, and to the extent that homes in black neighborhoods are 

undervalued, their schools will also be underfunded as a consequence.  Disparities in 

housing values may also contribute to residential segregation, which, in turn, contributes 

to racially segregated schools.  The research project also has implications for the future of 

integrating neighborhoods and questions of neighborhood desirability.  Public perception 

is directly linked to property values, and areas which home seekers consider unattractive 

and therefore avoid also may receive poorer public services as a consequence.  One of the 

most important public services besides school is law enforcement.  Neighborhoods which 

are undervalued in the real estate marketplace may also be victim to poor public 

perception by law enforcement officials.  Research has demonstrated that residents in 

neighborhoods which are poorly regarded by police officers perceive their relationship 

with police to include harassment, unwanted stops, incivility and police brutality 

(Weitzer 2000).  Therefore, although the direct implications for economic inequality are 

extremely important, this study also has broader implications for social justice and 

political equality as well.   
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Research that has specifically investigated the relationship between racial 

composition and changing property values has traditionally been the domain of 

economists.  However, there are a number of flaws in the way that economists talk about 

the relationship between race and property values that would benefit from a sociological 

perspective.  Much of the economic research relies on the concept of a housing market 

solely consisting of buyers and sellers, where prices are a function of simple supply and 

demand as well as housing unit quality and structural attributes.  Race is thrown into 

hedonic equations and treated as if it were a structural characteristic, such as the number 

of bedrooms in a housing unit.  There is little mention of the role that government policy 

has historically played in influencing the relationship between race and housing values.  

The role of institutions, which are integral to the functioning of housing markets, are 

downplayed, if not outright ignored.  In short, economists have overlooked the social 

structuring of the housing market.  A sociological theory of housing markets should 

indicate awareness of the political economy of the buying and selling of homes by 

examining the ways in which institutions integral to the buying and selling of homes have 

directed their resources away from racially integrating neighborhoods.  

The economists also tend to use a dated framework for talking about race.  Their 

studies are not informed by a meaningful discussion about how the fundamental nature of 

race has changed in the US during the last 20-30 years.  They do not take into account the 

dynamic nature of the popular understanding of race.  Racial ideology in this country has 

gone through serious changes in the last half century.  For example, today overtly racist 

behavior by real estate professionals is not only illegal, but it is also no longer socially 

acceptable.  Today, realtors enforce norms of non-discrimination.  This was not true just 
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40 years ago.  Researchers analyzing trends in residential segregation and the housing 

market should demonstrate awareness of these changes.   

Another problem is that researchers have not considered the impact of integrating 

schools on neighborhoods.  I will argue that the racial composition of neighborhood 

schools has played an important role in the process of racial transition in residential 

neighborhoods.  Additionally, a serious problem with existing research on the racial 

composition of neighborhoods and property values is that race is most often treated as a 

dichotomous variable: black vs. white.
2
  While this may be convenient for modeling 

purposes, a sociological approach would include a more dynamic study of how the 

housing market responds to various racial/ethnic groups.   

What existing research has demonstrated is that whites are unwilling to live in 

neighborhoods with a majority of African-American residents, and will actually move if 

the percentage of blacks in their neighborhood has crossed their threshold for 

neighborhood diversity (Farley, Fielding, and Krysan 1997).  For white homeowners, an 

increase in a neighborhood’s proportion of residents that are black has been linked to a 

higher probability of moving out of a neighborhood, independent of lifecycle variables 

                                                           

2
 One notable exception is the recent work of W.A.V. Clark who has data on preferences for residential 

integration of Latinos and Asians as well as blacks and Whites.  Clark finds that among Asians and Latinos, 

patterns of preferences for residential integration are similar to blacks’ patterns: a 50/50 mix of own-racial 

group and whites is the preferred residential mix, followed by a 73/27 mix favoring respondents’ own racial 

groups.  Clark’s research employs the familiar show card method Clark, William A. V. 2009. "Changing 

Residential Preferences across Income, Education, and Age: Findings from the Multi-City Study of Urban 

Inequality." Urban Affairs Review 44:334-355. 
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(Crowder 2000; Ellen 2000).
3
  Additionally, Emerson et al. found that an increase in the 

proportion of black residents has a substantial negative impact on the likelihood that 

prospective white buyers would move into a neighborhood (Emerson, Yancey, and Chai 

2001).  Thus the literature suggests that “white flight” will occur as blacks move in, 

which would result in declining or stagnant housing values in integrated neighborhoods 

as a consequence of the reduced demand for housing.    

This research project will contribute to the sociological knowledge of racial 

transition in a variety of ways.  A major contribution will be an updated theory of 

neighborhood racial change, weaving together the partial explanations provided by other 

racial theorists into one complete theory.  A related contribution is the use of more recent 

data, as previous studies of racial change and housing values principally relied on data 

collected from almost 40 years ago.  The proposed methods also improve upon past 

research by looking at housing values during several different time intervals.  This allows 

an improved estimate of how racial transition affects housing prices because it allows a 

more precise look at the time-order between racial change and the change in housing 

value.  The research design makes a further contribution by simultaneously investigating 

how racial change in school districts can impact the housing market.  Racial change in 

schools may be a very important contributor to racial change in neighborhoods and the 

local housing market, but it is an issue that has thus far been overlooked. 

                                                           

3
 At different periods over their life course, people are much more likely to move.  For instance, after 

graduating college and starting a new job, a lot of people will move.  Around the time of marriage, people 

are likely to move as well.  The birth of a child is another point in the lifecycle that often results in moving.  

On the other hand, individuals who have grown children and paid off mortgages are much less mobile.   
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CHAPTER 2 

THEORY AND LITERATURE REVIEW 

 

The goal of this dissertation is to analyze what happens to housing values in 

predominantly white neighborhoods when blacks start to move in.  Before presenting my 

data and analysis steps in subsequent chapters, this chapter reviews theories and past 

research studies that have investigated the relationship between shifting neighborhood 

racial composition and housing values.  This chapter is organized as follows. First, I will 

present the theoretical framework, outlining racial formation theory and its relevance to 

the project.  Next I use racial formation theory to provide a brief historical overview of 

the way that government policy has shaped how racially transitioning neighborhoods are 

understood.   I will then review the three competing theories most often used to 

understand neighborhood racial change.  I will offer an alternative hypothesis: the 

Racialized Housing Market Perspective, which combines the strengths of existing 

hypotheses with racial formation theory.  After that I review the sociological research 

which has examined the impact of residential racial transition on residential property 

values, and the impact of racial transition in schools on property values.  The datasets 

used for this project are thoroughly described in chapter three.  In chapters four, five, and 

six, I present the results. 

Racial Formation Theory 

 Omi and Winant define racial formation as the “socio-historical process by which 

racial categories are created, inhabited, transformed, and destroyed” (Omi and Winant 
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1994).  The advantage of racial formation theory is its focus on explaining how racial 

ideology changes across time periods, and why.  This paper will focus on the 

transformation of the racial category “integrating” in definitions of residential 

neighborhoods.   Omi and Winant describe a trajectory of racial ideology, because our 

nation’s collective understanding of race is always being contested and challenged, yet is 

more stable during certain points in time than others.  For instance, the 1960’s were a 

time period where the nation’s racial ideology was going through wholesale revisions and 

was seriously challenged; during the 1930’s, the racial ideology was not significantly 

challenged.   

Social movements can challenge the dominant racial ideology through “racial 

projects,” defined as “simultaneously an interpretation, representation, or explanation of 

racial dynamics, and an effort to reorganize and redistribute resources along particular 

racial lines.”  A multitude of racial projects “form an interrelated web that constitutes 

racial formation.”  Racial projects take place, and can be analyzed, at both the macro 

levels, such as state policy, and micro levels like everyday interactions.   

 At the macro-level, the trajectory of racial ideology begins with an “unstable 

equilibrium,” which is then confronted with a racially-based social movement, essentially 

a large scale racial project seeking to redefine popular racial ideology.  A crisis occurs 

when the social movement is large and loud enough to upset the pre-existing racial 

ideology.  The crisis causes disagreements within and between state agencies as they 

consider a response.  The state’s response includes elements of both absorption and 

insulation.  Absorption consists of the state acquiescing to certain components of the 

social movement’s demands, while insulation occurs when the state confines demands to 
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symbolic realms, where they will do little to change the racial order.  The result is a new, 

slightly unstable, racial ideology that will exist more or less unchallenged until the next 

crisis ensues.  This is the general process by which racial ideology is changed overtime.   

The other important concept of racial formation theory is the idea of “common 

sense,” borrowed from Antonio Gramsci’s concept of “hegemony.”  Hegemony is 

defined broadly as political, ideological, economic, and social domination.  Hegemony is 

always achieved by a combination of coercion and consent.  To consolidate hegemony, 

those in power must elaborate and maintain a popular system of ideas and practices-

through education, the media, folk wisdom, etc.—the sum of which is called “common 

sense.”  “Common sense” is therefore a system of ideas and practices which reinforces 

the dominant racial ideology.  This system of ideas often leads to a particular series of 

actions, which may have consequences along racial lines.  Racial projects are the 

applications of the common sense ideology in concrete situations.  Racial projects, 

experienced everyday in the form of media depictions of black neighborhoods and other 

forms of popular culture, constantly define, in racial terms, the common sense meaning of 

integrated neighborhoods.   

I argue that the dominant racial ideology has, for much of the 20
th

 century, 

included the notion that “racially integrating neighborhoods lose value” as common 

sense.  Given this ideology, individuals involved in the real estate market simply applied 

their common sense understanding in concrete situations.  An example of a micro-level 

racial project could include the suggestion by a realtor that “you would not want to move 

into that [integrating] neighborhood, it is going downhill.”  The prospective realtor’s 

statement contains an interpretation of neighborhood quality along racial dynamics with 
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the suggestion that it is “going downhill.”  It also contains an effort to redistribute 

resources along racial lines by urging prospective buyers not to invest in integrating 

neighborhoods.  The realtor has specifically discouraged investment because of the racial 

turnover.  Without investment, the quality of housing will gradually decline and the 

housing will in fact lose value.  The statement is an example of how “common sense” is 

manifested in racial projects which then reinforce the dominant racial ideology.  I will 

discuss macro-level racial projects in the next section.         

Unique to Omi and Winant’s theory is how the concept of racialization can be 

applied not only to bodies, but to places, things, areas, etc.  For example, within schools, 

academic tracks have taken on racial meanings (Staiger 2004).  Staiger found that the 

magnent program came to be recognized as an area for white students, which contributed 

to high levels of within-school segregation.   

This project will focus on how a neighborhood may be defined as a white 

neighborhood or as a black neighborhood.  I argue that a hegemonic social system which 

ranks bodies based on a racial classification system (which is present in the U.S.) also 

ranks places based on the racial groups that inhabit them.   

Also unique to Omi and Winants’s theory is that these racial definitions are 

changed through political action, both by those who are racially oppressed, and by those 

who wish to oppress, and these definitions will continue to change in the future.  Most 

other racial theorists, including Joe Feagin and Bob Blauner, tend to emphasize the 

enduring stability of racial definitions over time, rather than the ability for social actors to 

change these definitions.  Changing definitions are key to understanding the racialized 

housing market.  Racial formation theory can help to explain the mechanisms of change.  



12 

 

Additionally important in Omi and Winant’s theory is the idea that actions or policies 

implemented by the state play a key role in defining racial boundaries. 

 Racial formation theory may be useful for understanding the role that race has 

played in devaluing certain (black and other non-white) local housing markets and 

inflating the value of other (white) local housing markets.  Specifically, I will argue that 

the common sense understanding of racially integrating neighborhoods has undergone a 

significant change in meaning over the past half century.  During the 1950s and 1960s, 

integrating neighborhoods were always viewed negatively, assumptions were made that 

the neighborhood would rapidly become all-black, and the neighborhood would rapidly 

be subject to disinvestment by realtors, mortgage lenders, and housing appraisers.  I will 

argue that by the end of the 20
th

 century, realtors, mortgage lenders, appraisers, and 

homeowners do not always attach negative meaning to racially integrating 

neighborhoods, but consider many other factors of the local housing market.  In some 

instances, racially integrating neighborhoods may remain stable and avoid dis-

investment.   

History of Racialized Housing Markets 

The question of whether property values drop as neighborhoods begin to integrate 

is not new, but comes out of a long and complicated history of institutional 

discrimination in the housing market.  This section will detail the development of the 

negative connotation surrounding integrating neighborhoods and use racial formation 

theory to suggest reasons why the meaning of integrating neighborhoods may be 

changing.   
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Residential white flight and other forms of resistance to integrating 

neighborhoods has a long history going back to the turn of the 20
th

 century.  For example, 

in the cities of New York and Chicago, historians have documented that many black 

families did peacefully live in predominantly white neighborhoods from 1870-1890’s 

(Osofsky 1966; Spear 1967).  Blacks were not socially integrated with the whites whom 

they lived near, however, they were residentially integrated.  In these northern cities, the 

lack of social objection to integration was likely a function of blacks’ small population 

size.  During this time blacks comprised a very small proportion of the city’s overall 

population in both New York and Chicago.  A similar situation existed in other, northern 

urban centers (Kusmer 1978). 

The large scale movement of African-Americans from the rural south to the urban 

north began between 1890 and 1920.  It was also during this period when patterns of 

resistance to integrated neighborhoods first developed and became institutionalized.  

Lack of employment opportunities in the South combined with demand for African-

Americans as strike breakers in industrial factories of the North to stimulate migration.  

To whites, the recently migrated blacks were a threat to their own factory employment 

prospects.  Notions of African-American biological and cultural inferiority were also 

justifications to prevent integration.  At that period in time, during the early 20
th

 century, 

whites believed African-Americans to be culturally, morally, and biologically inferior 

and were especially fearful of miscegenation.  In the minds of whites, the presence of 

blacks in a neighborhood became associated with overcrowding, unemployment, and 

related social ills.  During this time, segregation patterns were greatly influenced by 

institutional discrimination, as well as overt racism and violence (Hershberg, Burstein, 
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Ericksen, Greenberg, and Yancey 1979; Myron 1971).  Massey, for instance, in his book 

on the pervasiveness of racial residential segregation in the U.S. notes numerous 

examples of white mobs attacking blacks whom they felt were encroaching on their 

neighborhood (Massey and Denton 1993).  These violent reactions by whites to the 

blacks’ attempts at residential integration can be thought of as what Omi & Winant would 

refer to as racial projects.  The whites were drawing a line, defining neighborhoods as 

“all-white” areas and much smaller, inferior areas as “black areas.”  They were 

distributing resources (real estate) along racial lines.  

 The key example of the state’s role in assigning importance to racial boundaries 

in the real estate marketplace comes from the federal governments’ efforts to lift the U.S. 

out of the Great Depression.  The passage of the 1934 Housing Act created underwriting 

standards for home value appraisal, which, in turn, allowed the expansion of the private 

mortgage markets, stimulating a housing boom (Jackson 1985).  Kevin Gotham’s (2000) 

historical analysis of the 1934 Housing Act shows how the racial interests of realtors 

played a very important part in shaping federal policy towards integrating neighborhoods.  

Lobbyists from both the National Association of Home Builders (NAHB) and the 

National Association of Real Estate Boards (NAREB) were key contributors in the 

drafting of the 1934 legislation.  Both organizations actively pushed to include racially 

restrictive language that would serve to maintain a strict color line in residential 

neighborhoods.  The organized activities of the NAREB and the NAHB effectively 

served as a large scale racial project that would redefine the meaning of integrated 

neighborhoods throughout the country.  The NAREB and the NAHB worked to define 

integrated neighborhoods as financially “risky,” “unattractive,” “lacking social 
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cohesion,” and even “dangerous.”  Most of their demands were absorbed by the state: as 

part of the federal underwriting standards under the FHA, financiers were discouraged 

from providing home loans in racially integrated neighborhoods for fear that their 

instability would threaten the banks’ ability to collect on their loans.  This had the effect 

of formally institutionalizing racial discrimination in the real estate market place.    

  Prior to the 1934 Housing Act, concern over the market value of their housing 

was not the primary reason why white homeowners resisted residential integration.  

Rather, they were concerned with competition in employment, notions of cultural 

inferiority, and the prospect of threatening the organizing power of their unions 

(Roediger 2005).     

What changed, however, with the state’s efforts to institutionalize underwriting 

standards for neighborhoods, was that racial integration would not simply be regarded as 

a cultural threat, but an economic threat to a family’s wealth.  The difference did not 

matter immediately, because under either scenario, the racial integration of 

neighborhoods was resisted—often violently.  However, following the civil rights 

movement, the cultural and biological justifications for publicly resisting integration 

became taboo.  Then, the “declining property values” explanation took hold, and helped 

to maintain patterns of segregation through the present day.  This shifting definition of 

the meaning of an integrated neighborhood helps to illustrate the appropriateness of racial 

formation theory.  Other racial theorists would not recognize this shift as important, as 

institutionalized discrimination prevents the formation and stability of integrated 

neighborhoods in either scenario.  Yet this subtle shift will make it easier to understand 

the later success of groups who work to stabilize integrating neighborhoods.     
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The idea that racial integration would irreversibly lower property values became 

an almost universal belief.  The idea also became common sense within the real estate 

industry, taught to each new realtor through their accreditation process, and reinforced in 

daily interactions; it was a routine assumption among those who bought and sold real 

estate for a living.  That this idea became common sense served to maintain (what Omi 

and Winant would label) the dominant racial ideology toward majority black 

neighborhoods and integrating neighborhoods.    

 A substantial change in government policy towards integrating neighborhoods 

came with the Fair Housing Act (FHA) of 1968.  The passage of the FHA was the result 

of the civil rights movement which created a crisis in racial ideology that the state was 

forced to respond to.  Omi and Winant’s racial formation theory states that in the 

trajectory towards changing racial ideology, the demands of any social movement are 

subject to absorption and insulation.  With regard to the FHA specifically, the part of the 

law that made discrimination on the basis of color illegal represents absorption of the 

demands for equal treatment in the housing market.  However, these demands were also 

insulated in the part of the legislation which made remedies difficult to pursue.  The 

burden of proof was on individuals to show how they were harmed as a consequence of 

discriminatory actions by lenders or realtors (Squires 1994).  The passage of the 

legislation represents absorption; however, the failure to adequately enforce the 

legislation represents insulation.  This led to another period of “unstable equilibrium,” 

from 1968 until 1988 where the law against discrimination was clear, but the 

consequences for violating the law were insignificant.  Therefore, discrimination 

continued but became less blatant.  One example of this comes from an audit study; 
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blacks did not encounter any blatantly rude behavior to make them feel unwelcome.  

However, realtors showed blacks fewer houses, and the houses they did show were closer 

to established black areas than predominantly white areas (Pearce 1979).  Racially 

integrating neighborhoods, however, were still treated as unattractive, and, more 

importantly, it was assumed that they would lose value.  The common sense definition of 

integrating neighborhoods as losing value continued.   

 The U.S. government’s failure to adequately enforce the FHA was a source of 

great disappointment to civil rights activists.  Between 1968 and 1988 the activists 

responded by pressuring the government to reform the FHA.  Pressure came from groups 

such as National Neighbors, an organization which spawned a social movement designed 

to strengthen and encourage stable racially integrated neighborhoods (Saltman 1990).  

Although smaller in scale than the civil rights movement of the 1950s and 1960s, the 

work of National Neighbors can also be considered a social movement, employing racial 

projects aimed at redefining the popular understanding of integrated neighborhoods.  As a 

consequence of pressure from National Neighbors and other groups dedicated to fair 

housing, in 1988, the government strengthened the FHA bill by providing the office of 

Housing and Urban Development (HUD) with the authority to file suit against realtors 

engaging in discriminatory behavior.  This has had the effect of increasing the cost (for 

realtors) of engaging in racial discrimination. The largest housing audit study since then, 

in 2000, shows that blacks faced fewer instances of discrimination than they did in 1989 

(Choi, Ondrich, and Yinger 2005; Zhao, Ondrich, and Yinger 2006).  Fewer instances of 

discrimination are one reason why the common sense view of integrating neighborhoods 

may be less negative than it once was.  In addition, changes in the real estate industry, 
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including expansion, and increased license requirements, have resulted in an increase in 

the frequency of within-in firm Fair Housing Act training for all realtors (Ross and 

Turner 2005).  These changes suggest that realtors’ responses to racial diversity may not 

be as uniformly negative as they once were.   

Thus far I have explained how the process of racial formation defines integrated 

neighborhoods, and why the definition may be changing.  The next section reviews the 

three most popular existing theories of residential segregation among sociologists.  

Segregation and integration are logical components; areas that are not integrated are 

segregated.  The following competing theories were developed to explain the persistently 

high levels of black-white segregation without reference to racial formation theory.  After 

reviewing the three theories, I combine their strengths and integrate them with racial 

formation theory to develop my own theoretical perspective on the process of residential 

segregation in the contemporary United States.     

Theoretical Explanations of Residential Segregation 

  Generally, there are three competing hypotheses in explanations of residential 

segregation: (1) the institutional discrimination hypothesis; (2) the preference difference 

hypothesis, and (3) the racial proxy hypothesis.  According to the institutional 

discrimination hypothesis, patterns of residential segregation are created and reinforced 

by actions of overt prejudice combined with institutional discrimination.  The second 

hypothesis is that different preferences for neighborhood racial composition are often 

behind patterns of residential segregation.  In this “preference difference” hypothesis, 

cities remain segregated because the majority of residents prefer to live among members 

of their own race.  Segregation is thought to exist because of blacks’ desire to self-
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segregate as much as whites’ desires to self-segregate, rather than whites’ exclusion of 

blacks from their neighborhoods.  The third hypothesis states that income and 

socioeconomic status differences between whites and racial minorities are the most 

important forces behind patterns of residential segregation.  The logic of each hypothesis 

will be extended to compare how each theoretically explains what happens when 

predominantly white neighborhoods integrate.  

Institutional Discrimination Hypothesis 

The institutional discrimination hypothesis states that institutions engage in 

discriminatory actions to prevent residential integration.  Whites engage in such behavior 

because it allows them to reserve the premier housing developments for themselves 

(Blauner 1972).  Whites would also garner the profits associated with increasing land 

values in white areas of settlement, while blacks would feel the burden of decreasing land 

values. 

A significant part of research on institutional discrimination has used the concept 

of a dual housing market.  A dual housing market effectively partitions the housing 

market separately for black consumers and white consumers (assuming a black-white 

binary) and is governed by the actions of powerful elite whites to “steer” or “contain” 

blacks into all black neighborhoods or into integrating neighborhoods that whites no 

longer favor (Duncan and Hauser 1960)
4
. This is reinforced by the actions of banks and 

                                                           

4
 Racial Steering refers to a practice by real estate agents to ‘guide’ black or other non-white clients 

towards housing in neighborhoods which are already minority neighborhoods, or are trending in that 

direction.   
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insurance companies, ultimately raising the cost of blacks’ entry into white 

neighborhoods.  The result of these types of institutional discrimination is to effectively 

exclude the vast majority of blacks from white neighborhoods.   

In a classic study, Massey and Denton  documented that black-white segregation 

was higher than whites’ segregation from other groups, historically unprecedented, and 

based in institutional discrimination (Massey and Denton 1993).  Examples of the 

institutional discrimination described by Massey and Denton include racial steering by 

real estate agents and the refusal of banks to provide loans to minorities on the same 

terms as comparable white clients.  Another example of institutional discrimination 

comes from the research of Collins and Galster, which demonstrated that real estate 

agencies were much less likely to advertise homes in integrating neighborhoods than 

homes in all white neighborhoods (Collins and Galster 1995).   

Racial theorist Joe Feagin uses the evidence of institutional discrimination 

provided by the research of Massey and Denton, Collins and Galster, and others to 

articulate his theories of systemic racism (Feagin 2006).  Feagin argues that economic 

inequality along racial lines is the historical result of the unjust enrichment of white 

Americans at the expense of black Americans, often facilitated by government policy.  

The theory further states that America’s complicated racial past has emphasized patterns 

of racial segregation in all arenas of social life, and the effects of our underlying racist 

structure are today manifested in institutional discrimination patterns which have the 

effect of reinforcing and legitimizing the existence of racial segregation.  
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 Under the institutional discrimination hypothesis, when a neighborhood begins to 

integrate, we might expect institutions such as real estate agencies, banks, and mortgage 

brokers, to pull back their resources from that neighborhood.
 5

  These institutions are 

central to the buying and selling of homes.  If they were to pull back their resources from 

integrating neighborhoods, housing prices would suffer.   

The institutional discrimination perspective is missing a dynamic understanding 

of how institutions understand the meaning of race, and how they understand the meaning 

of integrating neighborhoods.  Feagin’s theory in particular does not acknowledge any 

change in terms of the acceptable norms governing racial relations since the civil rights 

movement that have led to a decline in racial discrimination.  Feagin has argued that 

despite changes in the laws prohibiting racial discrimination in the housing market, 

realtors and other representatives of housing institutions have enough agency to act in a 

manner which reinforces patterns of segregation without breaking the law.  Or, they 

otherwise have the ability to ignore fair housing laws because of lax enforcement.  

Therefore, in Feagin’s view, laws do not necessarily change attitudes or behaviors.  

However, in their racial formation theory, Omi and Winant argue that laws do have the 

ability to change social norms.  Theory on how institutions work further states that actors 

make rational choices within constraints, including laws, organizational policies, and 

social norms (Ingram and Clay 2000).  Thus realtors’ behavior toward racial minority 

                                                           

5
 Examples of these resources may include, for real estate agents, agreeing to take on clients in a particular 

neighborhood, or deciding how much time to spend on a particular client; for lenders, this may involve 

decisions about where to market their various loan products or allocating high risk loans to integrating 

neighborhoods.   
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consumers is partly a function of social norms shared by other real estate agents, laws 

such as the Fair Housing Act, and organizational policies, which are increasingly geared 

toward non-discriminatory behavior (Ross and Turner 2005).  As these social norms 

change, discrimination may occur less frequently and have less of an impact on the 

perpetuation of residential segregation.  The institutional discrimination hypothesis does 

not allow for the possibility that changes in the popular understanding of race and 

integration may impact the prevalence of discriminatory actions.  The institutional 

discrimination hypothesis relies on a static conception of whites’ views of blacks and 

other racial minorities.   

Preference Difference Hypothesis 

The preference difference hypothesis ignores institutional discrimination and 

argues that African-Americans and whites have different preferences for the racial 

composition of their neighborhoods, and that these preferences are behind patterns of 

racial segregation.  The preference difference hypothesis began with a theoretical model 

that Thomas Schelling designed to show that small differences in preferences for 

integrated neighborhoods between whites and blacks could lead to high levels of 

residential segregation (Schelling 1969).  Reynolds Farley was the first to test the 

Schelling model with empirical data (Farley, Bianchi, and Colasanto 1979).
6
  The results 

of his research suggest that preference differences are an important reason why 

                                                           

6
 Respondents are presented with a block of 20 houses, and are told their house is the most central house.  

The houses are color-coded as black and white, and they are essentially asked, in an escalating manner, 

“would you be willing to live in a neighborhood like this?” where, initially, 1 house is black out of 20, then 

more and more are.  Black respondents are presented with an inverse scenario.   
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neighborhoods are not more integrated: whites prefer neighborhoods that are at least 80% 

white, while blacks prefer neighborhoods that are more evenly integrated, 50% black and 

50% white.  In a 1997 study, Farley used a similar study design yet expanded his research 

to include four cities (including the surrounding areas): Atlanta, Boston, Detroit, and Los 

Angeles (Farley, Fielding, and Krysan 1997).  The overall pattern to Farley’s 1997 results 

were strikingly similar to his 1979 results, suggesting that preference differences have not 

changed much in recent history.  W.A.V. Clark has also frequently argued that blacks 

prefer to live among other blacks, and that these preference differences are the main 

reason that America is still segregated: it is the arrangement that everyone prefers.  Clark 

has conducted telephone surveys of blacks and whites in Kansas City, Cincinnati, 

Omaha, and Los Angeles, and found preference gaps between blacks and whites which 

were similar to those found by Farley (Clark 1991).  Both authors ultimately conclude 

that the preference gap prevents the existence of integrated neighborhoods on a large 

scale.  Similar research on preferences suggests that racial integration on a large scale is 

impossible because black and white preferences are so highly discordant (Vigdor 2003).  

 If the preference difference hypothesis were correct, the racial integration of 

neighborhoods would lead to a high degree of turnover.  In the short term, this may 

stabilize or increase home values as a decrease in the number of white residents who 

prefer to live in the integrated area is replaced by an increase in the number of racial 

minorities who prefer integrated areas over their own segregated neighborhoods.  

However, over the long term, a decrease in home values is expected as demand drops 

when a majority of the neighborhood residents are racial minorities.  It is important to 

note here that both the preference difference hypothesis and the institutional 
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discrimination hypothesis predict that racial integration will lead to a decline in home 

values, although for different reasons.   

There are reasons why I believe the preference difference hypothesis cannot 

explain patterns of segregation.  According to the research on preferences, most blacks 

are interested in integrated neighborhoods.   Even if individual whites do indeed prefer 

segregated areas, it would be difficult for segregation to persist without support from the 

institutions involved in the buying, selling, and renting of real estate.  The preference 

difference hypothesis ignores this institutional support.     

Studies of preferences for racial segregation lack a theory on why people hold the 

preferences that they do.  The implicit assumption is similar to the discrimination 

hypothesis, that preferences for own race neighborhoods exist largely because of whites’ 

racial prejudice against living with racial minorities.  However, the assumption is 

inconsistent with the results of surveys on racial attitudes, which show a substantial 

increase in the percentage of whites who support the principle of residential integration.  

For example, Lawrence Bobo reports that in 1960, 56% of whites agreed with the 

statement “White people have a right to keep Negroes out of their neighborhoods, and 

Negroes should respect that right.”  By contrast, by the mid-1990’s, fewer than 20% of 

whites agreed with that statement
7
 (Bobo and Charles 2009).  Furthermore, research on 

preferences has shown very little change in blacks’ and whites’ stated preferences over 

                                                           

7
 However, while many whites show support, in principle, for blacks’ right to equal housing, integrated 

schools, etc, the same progressive trend did not exist in support for the implementation of these principles; 

i.e., support for a law prohibiting racial discrimination by realtors.  (In fact, only a minority of white 

respondents supported this position even 10 years after such a law had already passed (the Fair Housing 

Act of 1968)).  The authors also caution that the progressive trend may be related to a shift in socially 

accepted responses to such questions, rather than an actual change in attitudes.  
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the last thirty years or so, yet actual levels of black-white segregation have declined 

during this period.
8
  Behaviors may be changing faster than whites’ stated preferences 

due to the Fair Housing Act amendments of 1988, which made it even more costly to buy 

and sell homes and more costly to realtors to discriminate (Ross and Turner 2005).  The 

inconsistency between stagnant preferences and declining levels of segregation 

challenges the argument that stated preferences greatly influence behaviors. 

 Racial Proxy Hypothesis  

 The racial proxy hypothesis states that white flight
9
 is not a reaction to a fear of 

racial minorities, but is instead a reaction to the lower socioeconomic status (SES)
10

 of 

the incoming residents as blacks move in.  The theory behind the racial proxy hypothesis 

is that whites do not act on simple racial bias, but act in their own interest to segregate 

themselves from low income groups.  The result of this is often segregation from blacks, 

only because, on average, blacks tend to have lower incomes than whites.    Abigail and 

Stephan Thernstorm are among the authors who have made the case that economic 

differences are behind segregation.  Their argument is applied not only to patterns of 

residential segregation but to many other arenas of social life, including educational 

attainment (Thernstrom and Thernstrom 1997).  They also argue that whites’ views of 

                                                           

8
 The average level of black-white segregation, using the dissimilarity index, was 85 in 1960, and declined 

to 62 by 2000. 

9
“White flight” refers to the phenomenon of white residents rapidly moving out of neighborhoods as they 

racially integrate. 

10
 In theory, the socioeconomic status (SES) construct consists of a combination of wealth, occupation type 

(white collar vs. blue collar), employment status, income, educational attainment, and the degree to which 

residents are acclimated to middle class lifestyle. 



26 

 

blacks are changing rapidly, and that institutional segregation is largely a relic of the past.  

Another researcher who has supported a variant of the racial proxy hypothesis is Dalton 

Conley.  Conley, though, argues that the reason why Massey and Feagin believe that 

economic differences do not account for segregation patterns is because they are not 

measuring economic differences correctly (Conley 1999).  He argues that what matters is 

not the level of annual income but wealth.  Segregation would not exist to the extent that 

it does if the racial disparity in wealth were not so large.   

Within sociology, the main proponent of the racial proxy hypothesis is David 

Harris, who argues that differences in housing values are mainly caused by differences in 

the socioeconomic status of neighborhood residents, as opposed to race (Harris 1999).  

Harris argues that racial segregation persists not because the majority of whites are 

racially biased when they make decisions to move, but rather, that their decisions to move 

are related to quality of life considerations in their neighborhoods, considerations which 

are spuriously related to race.  The “racial proxy” hypothesis further argues that once 

African-Americans achieve equivalent economic resources, racial transition will no 

longer be seen as a threat and racial segregation will decline.  If the “racial proxy” 

hypothesis as specified by Harris is correct, then when whites move out of neighborhoods 

as blacks move in, they are actually reacting to a decline in neighborhood services (such 

as less frequent trash collection, or a decline in the quality of local schools), or a decline 

in the SES status of their neighbors, rather than racial prejudice fueling their out-

migration.   
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I argue that the racial proxy hypothesis is inaccurate because homeowners likely 

associate neighborhood decline with the arrival of racial minorities due to a history of 

public disinvestment in racially transitioning neighborhoods.  This history of institutional 

discrimination informs homeowners’ perceptions of integrated neighborhoods.  As a 

consequence, individuals with the means may choose to move out of their neighborhoods 

as blacks move in, even when neither their current neighborhood services nor the SES of 

their new neighbors actually declines.  These homeowners are reacting to a decline which 

they are only anticipating (but not witnessing) based on the race of their new neighbors.  

Another issues is that the racial proxy hypothesis takes the gap between blacks’ incomes 

and whites’ incomes as a given.  In fact, historical patterns of institutional discrimination 

have likely contributed to the income gap by limiting employment opportunities and 

confining blacks to neighborhoods with poorer educational institutions (Villemez 1980; 

Wilson 1996).  Thus racial segregation is itself a cause of the income disparity, not 

simply a consequence of the income disparity. 

The racial proxy hypothesis dismisses institutional patterns of segregation as 

insignificant.  It fails to place our understanding of race and neighborhoods in historical 

context.  The assumption is that, after civil rights-era reforms, racial minorities have 

received equal treatment from institutions associated with the housing market.  However, 

even though racial discrimination in the real estate industry has been declining recently, 

institutional discrimination still occurs.  Housing audit studies, for instance, demonstrate 

that realtors still engage in racial steering , and resist showing homes in integrating 

neighborhoods (Ondrich, Ross, and Yinger 2003; Roscigno, Karafin, and Tester 2009).  It 

is also false to assume, as the racial proxy hypothesis does, that incoming black residents 
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are of a lower socioeconomic status.  In fact, the first racial minority families to move 

into a majority white neighborhood are likely to be better educated and earn greater 

income than their incumbent white neighbors.
11

  Overall, the racial proxy hypothesis 

relies on an overly rosy picture of race relations since civil rights-era legal reforms, 

despite evidence to the contrary.   

 This research project takes the view that contemporary patterns of residential 

segregation, as a social phenomenon, are driven by a number of factors.  In the next 

section, I will combine the strengths of the institutional discrimination, preference 

difference, and racial proxy hypotheses to propose a new way for thinking about the 

racial integration of neighborhoods: the Racialized Housing Market Perspective.  A 

theory which considers the racial dynamics of the housing market will further our 

understanding of the relationship between racial integration and home value appreciation. 

Racialized Housing Market Perspective 

A goal of the racialized housing market perspective is to describe the conditions 

that determine whether a previously majority white neighborhood that is undergoing 

racial transition will become unstable.  A neighborhood is considered stable if, after some 

racial transition has occurred, home values are still appreciating and there are low levels 

of homeowner turnover.  The focus is on describing the specific way that racial change 

                                                           

11
 This is a finding that is common in studies of racial transitioning neighborhoods.  Taeuber and Taeuber 

(1965), Gillete (1957), and Palmore (1962) all observe this in their studies of racially transitioning 

neighborhoods.  This is also found in Lacy’s portrait of suburban black communities around Washington, 

D.C.: upper middle class blacks were the first to integrate the neighborhoodsLacy, K. R. 2004. "Black 

spaces, black places: Strategic assimilation and identity construction in middle-class suburbia." Ethnic and 

Racial Studies 27:908-930.  



29 

 

uniquely impacts neighborhood stability.  I argue that the market for housing is driven by 

racialized perceptions, meaning that homebuyers have preconceived notions about what 

is a “good” neighborhood, and racial composition influences these notions in a number of 

ways.   

There are two key factors which determine whether a racially transitioning 

neighborhood will remain stable: perceptions of difference, and the visibility of racial 

minorities.  First, perceptions of difference are important.  For incumbent residents who 

are members of the dominant racial group, these perceptions are their sense of how 

different incoming racial minority members are from themselves.  Perceptions of 

difference are mostly a reflection of the dominant racial ideology in the country at that 

time.  Perceptions of difference are also greatly influenced by the perceived 

socioeconomic status (SES) of the new residents.  People prefer to live among people 

who are like themselves.      

Second, the visibility of racial minorities matters.  Visibility determines how 

aware incumbent residents and potential homebuyers are of the presence of racial 

minorities.  There are five different components of visibility.  First, the proportion of 

racial minorities matters, because a neighborhood which is majority black is viewed 

negatively, while neighborhoods which are predominantly white are not viewed 

negatively.  Visibility is also impacted by housing density and construction style, i.e., 

whether or not residents are frequently seen on their front porches, lawns, etc.  Third, the 

presence of racial minorities in nearby neighborhoods will matter, which can have the 

effect of heightening residents’ awareness of the presence of racial minorities in their 
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own neighborhoods.  It is all relative.  If the two neighborhoods closest to your own 

neighborhood have transitioned to majority black, you as a homeowner are more likely to 

notice if a black person moves down the street from you.
12

  Fourth, the perceived SES of 

the racial minorities who do live in your neighborhood matters.  Fifth, the perceived 

presence of racial minorities in neighborhood schools also heightens potential residents’ 

awareness of racial change in the neighborhood.  This is particularly important for 

residents and potential homebuyers with school-aged children.  For those who hold a 

negative opinion of racial minorities, the presence of racial minorities in neighborhood 

schools, in close proximity to their own children, heightens their sensitivity to 

neighborhood racial change.  A visual map of the components which make up the 

racialized housing market perspective is provided in Figure 2.1.  Figure 2.2 visually 

demonstrates associations between the visibility components.
13

 

                                                           

12
 This statement is true with two qualifications: the racial composition of surrounding neighborhoods 

matters less if there is a political boundary separating the neighborhoods, or if there is a substantial 

difference in the price of housing.   

13
 I expect a direct association between the proportion of racial minorities in a focal community and the 

proportion of minorities in surrounding communities.  There may also be a link between the proportion of 

racial minorities in a focal community and the proportion of minorities present in the neighborhood 

schools. There is also a relationship between SES of the racial minority group and the housing density and 

construction type.  Lower SES individuals are more likely to only be able to afford a row home.  Higher 

SES individuals are more likely to be in single home areas where the housing is less dense.  There may also 

be a relationship between SES and minority presence in neighborhood schools, as higher SES racial 

minorities may be just as likely to send their children to private school as the high SES whites.  These are a 

few examples of theorized associations between the visibility components.  These connections are part of 

the theory developed to help explain why certain neighborhoods may lose value when they transition.  

However, not all of these links are directly tested in this research project.   
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Racially Transitioning Neighborhoods Will Remain Stable 
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Notice that SES influences both perceptions of difference and the visibility of 

minorities.  Thus, consistent with the racial proxy hypothesis, SES is one of the most 
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important determinants of whether a transitioning area will become unstable.  However, it 

is not the only important component.  The influence of the preference difference 

hypothesis can be seen in the emphasis given to the proportion of racial minorities in the 

neighborhood and the surrounding neighborhoods.   

  Through perceptions of difference, the dominant racial ideology
14

 has a large 

influence on the popular understanding of a neighborhood’s attractiveness.  According to 

the dominant racial ideology of contemporary times, products, places, and events 

associated with a non-white racial characterization are generally viewed negatively, as 

unattractive (Yosso 2005).  Specifically, in residential contexts, the term “inner-city” has 

become synonymous with “blacks” as well as with descriptions such as deprived, 

dangerous, and poor (Skogan 1995).  This meaning of a “black” neighborhood underlies 

patterns of racial transition and declining home values.  Qualitative research has 

demonstrated that a “black” neighborhood almost always has a negative connotation, 

associated with such concepts as “high crime,” and “disorder,” which are emphasized in 

both popular culture and local media depictions of current events (Ellen 2000; Krysan 

2002b; Quillian and Pager 2001).   

I argue that due to these negative perceptions of non-white areas, homeowners 

continue to devalue majority-minority neighborhoods largely because of the presence of a 

large proportion of racial minorities.  These neighborhoods face institutional 

                                                           

14
 In this research project I do not directly measure the dominant racial ideology, although I refer to shifts in 

ideology occurring since the civil rights movement.   
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discrimination from lenders and real estate agencies which contributes to lower housing 

values, consistent with Feagin’s theory.   

It is also the case that different preferences for integration may play a role in 

determining which neighborhoods would be valued or devalued.  Yet, under the 

racialized housing market perspective, these different preferences are informed by an 

understanding of the common sense meaning of racialized neighborhoods, rather than the 

assumption of simple in-group affinity.  The racialized housing market perspective differs 

from the institutional discrimination hypothesis and the preference difference hypothesis, 

however, in that integrating neighborhoods are not presumed to be unstable.     

The racialized housing market perspective therefore presents a different 

hypothesis: the increased racial diversity of a majority white neighborhood will not 

necessarily lead to that neighborhood taking on a negative racial characterization.  This is 

similar to the race-based neighborhood projection hypothesis developed by Ingrid Gould 

Ellen (2000).  Ellen argues that homeowners in majority white neighborhoods are not 

necessarily fearful of increased diversity, they are only concerned about the 

neighborhood becoming predominantly black because of the negative stereotypes 

associated with black neighborhoods.  For the same reasons, white homebuyers refuse to 

consider majority black neighborhoods as acceptable places to live.
15

  According to the 

racialized housing market perspective, where perceptions of difference are low and the 

overall visibility of racial minorities is low, neighborhoods are likely to remain stable, 

with average or above average levels of home value appreciation.  I argue that 

                                                           

15
 There are important exceptions in the case of gentrifying neighborhoods, but the overall pattern continues 

to be that generally whites will not move into majority-minority neighborhoods.   
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perceptions of difference today are lower than they were 40 years ago, as the dominant 

racial ideology is shifting towards acceptance of some diversity 

Where perceptions of difference are high, and as the overall visibility of racial 

minorities increases, neighborhoods will be at an increased risk of instability, residential 

turnover, and subsequently lower than average levels of home value appreciation.  These 

trends are driven by neighborhood residents, but institutions serving the housing market, 

particularly real estate agents, are quick to pick up on these trends and become a driving 

factor in determining which neighborhoods will become unstable by their actions in 

devaluing home values in racially transitioning neighborhoods.  

 Another component of the racialized housing market perspective is recognition 

that there are many factors which affect home value which may have more of an impact 

on neighborhood stability than changes in racial composition.  These include 

demographic-driven demand factors,
16

 which impact the number of homebuyers in a 

given market, and supply factors,
17

 which impact the number of homes for sale in a given 

area (Lereah 2007).  Within metro areas, different combinations of demand and supply 

factors, along with historical circumstances and the composition of the housing stock 

essentially produces a number of different markets which are not easily comparable 

                                                           

16
 Lereah separates demand factors into 4 components: 1) population growth and decline; 2) home buyer 

where-withal: the ability of buyers to afford to spend on housing; 3) investment factors (the extent to which 

purchases are being made primarily for investment purposes rather than primarily for a place of residence; 

4) purchase cost factors (mortgage rates and closing costs which have an impact on how much one can 

afford to pay for a house given a relatively fixed monthly income). 

17
 The number of homes for sale, which depends on builders’ responses to demand, construction costs, local 

growth restrictions 
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(Adams, Bartelt, Elesh, and Goldstein 2008)
18

.  Home buyers and sellers consider a 

multitude of factors when deciding where to buy a new home.  These include commuting 

distance, proximity to family and friends, various housing amenities, as well as 

constraints on their income (Brown and Chung 2008; Levy, Murphy, and Lee 2008; 

Morrow-Jones and Wenning 2005).  Given all of the other considerations, those in the 

market for a home do not have the ability to place priority on specific proportions of 

racial diversity, other than to decide whether a neighborhood is acceptable to them, in a 

dichotomous fashion (Clark 2009).   Preferences are constrained by budget, but also by a 

desire to balance work and residence.   There is also a big difference between moving out 

and moving in: preferences can influence which neighborhood whites choose to move 

into, but homeowners are slow to move out of their neighborhoods once they are settled 

(Crowder and South 2008).  Thus, the racialized housing market perspective predicts that 

the market value of neighborhoods will not be affected by racial integration unless the 

racial diversity increases in such a dramatic fashion that homebuyers and real estate 

institutions label the area as only suitable for racial minorities. 

To summarize, the main points of the racialized housing market perspective are 

that 1) consumers and real estate industry operatives devalue majority-minority 

neighborhoods because of the negative connotation associated with the concept of the 

“black” neighborhood (in contrast to the “racial proxy” hypothesis); 2) Racially 

integrated neighborhoods that are not majority-minority neighborhoods will not be 

similarly devalued (in contrast to the “preference difference hypothesis and the 

                                                           

18
 Elements of the housing supply include 1) the kind of occupancy; 2) Age of the housing structures; 3) 

Type of Dwelling; 4) Condition; 5)Location; 6)Price Range and Size . 
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“institutional discrimination” hypothesis).  These differences in theoretical perspective 

between the racialized housing market perspective and previous sociology hypotheses 

and their predictions for integrating neighborhoods are summarized in Table 2.1: 

Comparison of Theories 

 

Literature Review: Race, Neighborhood Demographics, and Housing Prices  

Studies specifically looking at the impact of racial transition on the property 

values of homes in previously all white areas were published as early as the 1950’s.  

Research studies using data from the 1940’s through the 1960’s often came to similar 

conclusions.  These studies were often highly local, focusing on one or two 

neighborhoods within a single city (Bailey 1966; Gillette 1957; King and Mieszkow 

1973; Phares 1971; Schietinger 1951).  This research was typically undertaken by 

Theory Prediction Main Authors
Institutional 

Discrimination

Racial Transition will negatively affect 

home values because real estate 

institutions' decisions to disinvest in 

transitioning areas.

Massey (1993); 

Feagin (2006)

Preference 

Differences

Because of discordant preferences, 

transitioning neighborhoods will be 

unstable, so racial transition will 

negatively affect home values

Clark (1987); Farley 

(1979)

Racial Proxy Only SES will affect housing values, race 

will not.

Harris (1999); 

Thernstorm (1997); 

Conley(1999)

Racialized Housing 

Market Perspective

Racial transition will not necessarily affect 

home values unless the area becomes 

majority black

Ellen (2000); Moye 

Table 2.1: Comparison of Theories
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economists or sociologists using a relatively simple comparison of prices in transition 

areas compared to prices in non-transition areas before and after transition occurred.   

 Overall, these early studies did not find that race had a negative impact on 

housing prices (Boston, Rigsby, and Zald 1972) More often, a high level of black 

demand, combined with a shortage of quality housing in black neighborhoods, led to 

price increases in the racially transitioning neighborhoods.  Yet without exception, the 

neighborhoods in these studies quickly became areas exclusively for racial minorities; 

whites moved to other areas of the city.  In the short-term, prices increased.  However, 

without a massive shortage in the available housing for blacks, price declines may have 

occurred.  Each of these studies focused on one or two racially transitioning 

neighborhoods, usually because there only was one such neighborhood.  Racial transition 

was a novelty at that time period.  A similar research plan in a large metro area in 

contemporary times would likely find more than one racially integrated neighborhood.     

 Research studies that used data from the mid-1960’s through the 1980’s often did 

find evidence of declining home prices as a consequence of the in-migration of blacks 

(Devaney and Rayburn 1993; Gabriel 1987; Rent and Lord 1978).  A research method 

favored by economists became commonplace during this time—the hedonic pricing 

method—where the price of the home is separated into what is assumed to be its 

component parts using linear regression (Straszheim 1974; Witte, Sumka, and Erekson 

1979).  The hedonic method included gathering transaction data across an entire city and 

predicting housing values using neighborhood racial composition and housing 

characteristics as independent variables.  As compared to the research using pre-1965 
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data, many of the 1965-1980 studies also benefited from collecting data from a wider 

range of housing years.  Although most of this research found that racial transition would 

have a negative effect, a handful of these studies argued that if the proper control 

variables were used, a negative ‘race’ effect should not be observed (Coate and 

Vanderhoff 1993; Holmes and James 1996).   

A major limitation of this body of research is that it is largely out of date.  Even 

the most recently published studies use data from the 1970’s as their baseline year, so 

they are primarily observing price trends that occurred during the 1970’s and 1980’s 

(Kim 2003; Macpherson and Sirmans 2001).  Both Kim and Macpherson and Sirmans 

employ the hedonic method, and, like other studies using data from the 1970’s and 

1980’s, the authors find large differences in the appreciation rates between 

neighborhoods that remained nearly all-white and neighborhoods which went through 

racial transition.  I argue that this was a time period when the common sense definition of 

integrated neighborhoods was synonymous with declining values.  Racially integrated 

neighborhoods were unstable during this time partly because they were still a novelty.   

There is only one study that exclusively uses data collected more recently than 

1990 (Anacker 2010).   Anacker also found differences between predominantly white 

areas and racially diverse areas in the amount of home value appreciation between 1990 

and 2000.  However, she found that mixed-black and white neighborhoods had slightly 

higher than average rates of home value appreciation.  Her results are encouraging, and 

support the idea that integrated neighborhoods may not always lose value as they did in 

the past.  However, her results may also be more positive due to her different 
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methodology: instead of focusing on a single community or metro region, Anacker uses 

data from census tracts in suburbs across the country.  Anacker also does not specifically 

look at racial change, but classifies communities based on their racial composition in 

2000.  

Using more recent data, as Anacker does, could shift the direction of the findings, 

if neighborhood residents are no longer quick to flee integrating areas.  Indeed, recent 

research on racial transition and thresholds for racial diversity generally shows that the 

threshold level has shifted over the past few decades (Card, Mas, and Rothstein 2008; 

Cutler, Glaeser, and Vigdor 1999; Friedman 2008).  These researchers use census data to 

observe whether integrated neighborhoods (at least 10% black; less than 50% black) tend 

to remain integrated.  Each reports that thresholds have been increasing since the 1980s.  

Particularly interesting is Friedman’s finding that, of the majority white neighborhoods 

where at least 10% of residents were black in 1980, less than 20% of these neighborhoods 

became majority black neighborhoods by 2000 (Friedman 2008).  The vast majority 

remained racially integrated.  This is consistent with research that shows that levels of 

segregation have been declining since the 1980’s (Iceland, Weinberg, and Steinmetz 

2002).  These recent findings of stable integration represent a major shift from the 1950’s 

through 1970’s research that consistently showed rapid white flight.  If integrating 

neighborhoods remain stable as this research suggests, property values should not drop as 

they have in the past.  This is consistent with the racialized housing market perspective. 
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Racial Integration of Schools and Home Values 

A secondary research question involves examining the role that racial transition in 

schools has on property values.  Although much of the sociology research on racial 

transition has focused exclusively on changes to the racial composition of neighborhoods, 

another factor which undoubtedly influences neighborhood racial transition is the racial 

composition of the school district.  Schools are the number one neighborhood resource 

that homebuyers consider when deciding where to move (Jud and Bennett 1986).  

Sociological research has shown that when the proportion of black students in a school 

district increases, whites have chosen to remove their children from that school (Farley, 

Richards, and Wurdock 1980; Saporito and Sohoni 2006; Wegmann 1975).  This was 

particularly true during the era of court-imposed busing aimed at desegregating 

neighborhood schools.  In some instances, whites fled the neighborhood, resulting in a 

decreased demand for housing and consequently lower prices (Wegmann 1975).  

However, Wegmann argues that another way that whites respond to the racial integration 

of their neighborhood school is to send their children to private schools.   

Although the racial integration of schools has been closely linked to white flight 

from residential neighborhoods, there has been very little research which explicitly looks 

at the impact of a school’s increasing racial diversity on home values.  Most of the 

studies that do exist focus on the impact of busing specifically, rather than a more general 

study of how changing racial composition impacts home value.  Each of these studies is 

necessarily local in nature.  School demographics are obtained from local school districts, 

and census tract data are grouped into school attendance zones in order to compare school 

racial composition to neighborhood racial composition.  Property values are obtained 
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from public records, and most of these studies employ a linear regression to estimate the 

impact of school demographics on neighborhood property values.  Two studies which use 

data from between 1960-1975 both find that the increased racial diversity of a school 

district due to busing has had a negative impact on neighborhood property values (Carter 

2008; Clotfelter 1975).  However, a study using data between 1980-1995 did not find a 

negative impact of increased racial diversity on property values (Bogart and Cromwell 

2000).  There is only a single study which exclusively uses data collected since 1990 

(Clapp, Nanda, and Ross 2008), and it found no evidence that changing school 

demographics negatively impacted property values.  Again, one plausible explanation for 

why results from the most recent studies find no impact, while previous studies found a 

negative impact, could be that racial ideology is changing.   

While there is arguably a trend in the raising of thresholds for racial diversity in 

residential settings (Card, Mas, and Rothstein 2008; Friedman 2008), there is less direct 

contemporary research evidence suggesting rising threshold levels in schools.  Research 

that does exist suggests that thresholds still exist and continue to have persistent effects 

today.  However, in contrast to residential integration, white flight may not involve 

whites moving to a different neighborhood, but instead may consist of whites using other 

schooling options.  For instance, as the proportion of black students in a school increases, 

whites become much more likely to send their children to private school (Renzulli and 

Evans 2005; Saporito and Sohoni 2006; Sikkink and Emerson 2008).  If a negative view 

of racially integrated schools affects the willingness of parents to send their child to 

school, this may have an impact on housing values by reducing the total pool of 

homebuyers willing to consider houses within that school district.  On the other hand, the 



42 

 

increased availability of alternative schools, such as charter schools, may lead 

neighborhoods to remain stable, even as their local schools shift to becoming 

predominantly black.     

Conclusion 

All of the earliest studies on neighborhood racial composition and housing values 

which used data collected prior to the civil rights movement found similar results: 

neighborhoods would rapidly become all black; white demand for housing in the 

integrating neighborhood would completely disappear (Boston, Rigsby, and Zald 1972; 

Gillette 1957).  Housing values did not decline because of the tremendous demand among 

housing for blacks and the lack of accessible housing elsewhere during that time period.  

Studies that have analyzed data collected since the civil rights movement up until the 

early 1990’s have found that racial integrating neighborhoods had much lower rates of 

housing appreciation than all white neighborhoods.   This occurred during a period when 

new understandings of the meaning of race were developing in response to the civil rights 

movement. The lower rates of home value appreciation witnessed in the literature thus far 

was dependent on rapid, one-way, racial turnover, and the absence of any stable, 

integrated neighborhoods.   

In contrast to the institutional discrimination theory and the preference difference 

theory, the racialized housing market perspective argues that the common sense meaning 

of integrated neighborhoods has continued to evolve and may no longer pose a barrier to 

home value equity as racial diversity increases in majority white neighborhoods.  Stable 

integrated neighborhoods are becoming more common (Cutler, Glaeser, and Vigdor 
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1999; Ellen 1998; Nyden, Maly, and Lukehart 1997; Smith 1998).  The recent growth in 

immigration since the 1980’s may also play a role by reducing whites’ sensitivity to 

increasing diversity (Alba, Logan, Stults, Marzan, and Zhang 1999).  To the extent that 

thresholds for racial diversity exist, the literature has shown that they have increased over 

the past half-century; homeowners today are more tolerant of increasing racial diversity.  

Increased enforcement of the anti-discrimination laws of the FHA are another reason that 

he dominant ideology towards integrating neighborhoods is more positive during the 

1990’s than in was during the 1960’s-the 1980’s.  The results of the proposed research 

project could demonstrate that the relationship between racial composition and housing 

values has continued to evolve.  Although white parents may not have become more 

tolerant of sending their children to racially integrated neighborhood schools (Cutler, 

Glaeser, and Vigdor 1999; Saporito and Sohoni 2006; Sikkink and Emerson 2008), the 

abundance of alternative schooling options may be reducing the likelihood that white 

flight from schools will result in white flight from neighborhoods (Renzulli and Evans 

2005).   

 To summarize, there are three reasons to suspect that neighborhoods that are 

racially integrating may not lose value.  First, as a result of changing racial ideology 

concerning the meaning of racially integrated neighborhoods, integrated neighborhoods 

may not take on a negative connotation.  This is consistent with the racialized housing 

market perspective.  Evidence in support of this theory comes primarily from the research 

documenting the increased incidence of racially integrated neighborhoods (Friedman 

2008), and the recent, yet limited research showing stability overtime in the racial 

composition of racially integrated neighborhoods (Ellen 1998; Nyden, Maly, and 
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Lukehart 1997; Smith 1998).  This is a new phenomenon; in past decades, racially 

integrating neighborhoods rapidly became all-black.  Second, while schools may still be 

subject to white flight, this may not lead to neighborhood turnover due to the existence of 

alternative schooling options, such as private schools and charter schools (Renzulli and 

Evans 2005).  The racial integration of neighborhood schools was previously a major 

“push” factor inducing white flight.  Third, even if neighborhood residents object to the 

integration of their neighborhood, there are many considerations preventing them from 

moving, including the growing diversity of other potential destinations, the hassle and 

high transaction costs of moving, and their commute to work.   

In this chapter I have presented a theoretical framework for explaining racial 

ideology and how this has historically impacted housing values in integrating 

neighborhoods.  I have applied existing theories of residential segregation to the study of 

racially transitioning areas.  I have suggested reasons why the patterns of lower property 

values in transitioning areas may have shifted by the 1990’s.  I have also reviewed the 

specific research studies that examined the impact of racial shifts on property values.  In 

the next chapter, I will detail the data and methods used to answer the research question.  

The subsequent chapters will detail a set of results to answer the research question.   
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CHAPTER 3 

DATA AND METHODS 

 

 In this chapter I present a detailed description of the data I obtained, how I 

formatted the data for analysis, how I constructed key variables, and the steps I went 

through to achieve the goals to answer the main research question.  I begin with a 

discussion of how the data and methods I use is a departure from the research of 

economists, and I explain my rationale for the specific study design.  I continue with a 

detailed analysis of the transactions data I acquired for the purpose of estimating home 

values.  I present tables with record counts and correlations between key variables to 

demonstrate the validity of my home value estimates.  I also discuss the census data, used 

primarily for neighborhood demographics.  Next I explain how I obtained data on school 

districts, and the purpose of this data for the research project.  Finally, I present a preview 

of the analytic steps undertaken in subsequent chapters.   

Literature Review 

 This research project focuses on how housing prices are impacted by the influx of 

racial minorities into predominately white neighborhoods.  My focus on prices is unique 

for a sociologist, because houses prices are not often treated as a sociological concept.  

The urban sociologists who have studied aspects of the housing market have mostly 

focused on the realm of exclusionary zoning, and how it is often used to produce 

economic segregation (Pendall 2000; Rothwell and Massey 2009; Shlay and Rossi 1981).  

Other sociologists have looked at the biases of real estate agents and landlords (Pearce 

1979; Roscigno, Karafin, and Tester 2009) or simply whites’ willingness to live in 
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integrated neighborhoods (Friedman 2008; Krysan 2002a).  However, I argue that 

housing prices should be an integral part of the study of urban sociology.  Housing prices 

are used to produce neighborhoods that are homogeneous with respect to socio-economic 

status (Jackson 1985).  Housing prices, in effect, are used to produce economic 

segregation.   

The specific issue of the impact of racial change on housing values is an 

important topic for sociologists to study because sociology is the discipline which is the 

most adept at documenting racial inequality.  As economic stratification in the housing 

market increases, racial inequality may also be increasing as a direct result.  Even as 

other forms of racial discrimination are actively policed by organizations such as the 

Equal Employment Opportunity Commission (EEOC) and the Department of Housing 

and Urban Development (HUD), differential rates of home value appreciation are not 

regulated and have a disparate impact on the ability of racial minorities to build wealth 

over their lifetime.  Racial disparities in wealth are large and even more persistent that 

racial disparities in income and educational attainment (Conley 1999; Long and Caudill 

1992; Oliver and Shapiro 2006).   The housing market may still be an arena where whites 

exert their influence to build wealth at the expense of blacks. 

Much of the existing research on the relationship between neighborhood racial 

transition and housing prices has been the domain of economists. In aiming to bring a 

sociological lens to the topic, I depart from the economists’ research design in two 

critical ways.  First, the research of the economists who have studied the impact of race 

on the housing market uses a very limited framework when talking about race.  Much of 

their research does not distinguish between African-Americans, Latinos and other racial 
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groups, using instead the “percent minority” as the key variable (Kim 2003).  

Economists’ research also typically does not take racial thresholds into account (Clapp, 

Nanda, and Ross 2008; Macpherson and Sirmans 2001), despite the fact that much of the 

sociological literature on whites’ willingness to live in integrated neighborhoods has 

reported that whites respond to racial thresholds (Clark 1991; Farley, Fielding, and 

Krysan 1997; Krysan 2002a).  This research project investigates the way that the housing 

market responds to thresholds of racial diversity. 

One other departure that this research project takes from the economic literature is 

in the unit of analysis.  The hedonic model favored by economists uses the individual 

housing unit as the unit of analysis; for this project the unit of analysis is the 

neighborhood.  There are a few reasons for this departure.  The first is an issue of data 

availability.   

In order to measure the level of home-value appreciation of a single housing unit, 

it is necessary to select only the housing units that have sold and since re-sold during the 

study period.  Very few homes tend to sell and re-sell within a short time period.  Thus, 

the number of homes included in the study is relatively small.  To counter this, the 

economists have tended to use a very long study period.  For instance, Kim (2003) uses 

transactions data from 1970-1993; Macpherson and Sirmans (2001) use transactions data 

from 1971-1997.  I chose to focus exclusively on a more recent study period, 1990-2005, 

which made the repeat-sales method imprudent, because with fewer study years, fewer 

homes will have sold and subsequently re-sold during the study period.  In addition, 

repeat transactions were not available for Delaware County, a key part of the study area.  

Instead, I use house transaction prices to calculate an average transaction price for each 
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neighborhood, and then calculate neighborhood appreciation from year-to-year.  This 

makes it possible to calculate home value appreciation in Delaware County.  One 

advantage to my approach is that my estimates for appreciation are based on the sale 

prices of a larger proportion of the housing stock.  Researchers who use the repeat-sales 

method can only include housing units that sold twice.  Housing units that are sold and 

then re-sold in a short period of time may systematically differ from units which aren’t 

quickly resold.  I can include any housing unit that sold at least once during the study 

years.   

One other advantage of a focus on neighborhoods is that it allows for a greater 

emphasis on the social construction of property values.  The main way that homeowners 

may influence each other, and thus, influence property values, is through home 

maintenance and home improvements.  Individual homes are more likely to be well 

maintained and updated when homeowners collectively believe that their properties are 

valuable.  Research has shown that neighbors pressure each other to properly maintain 

their homes because an unattractive house hurts the whole neighborhood (Nielson and 

Smith 2005).  In areas where homeowners are concerned about their property values, they 

may also compete with their neighbors to have the most up-to-date and well maintained 

home.  Yet this pressure is not the same in all neighborhoods.  Pressure from neighbors is 

clearly a sociological concept which can  impact individual housing prices.   

Although the hedonic model as originally specified by Kain and Quigley (1970) 

stresses the importance of home maintenance, the economists who have published 

research on race and the housing values have generally not included any measure of 

home maintenance (Clapp, Nanda, and Ross 2008; Kim 2003; Macpherson and Sirmans 
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2001; Myers 2004).  In Kain and Quigley’s (1970) original specification of the hedonic 

model, one of the most important aspects was the quality, or the condition of the homes 

in each neighborhood, including maintenance and home improvements.  They found that 

within-neighborhoods, houses tended to be of a similar quality, and this quality had a 

great impact on home values.  However, in order to accurately measure housing 

maintenance, Kain and Quigley used a unique dataset that included owners’ evaluations 

of the unit quality and a house-to-house onsite check by research assistants of the 

appearance of various housing conditions.  Such a unique and complete dataset of 

housing quality and maintenance is not available for the housing stock of most 

metropolitan areas.  The transactions data maintained by county offices and even MLS 

services, which are used by both economists and myself to estimate home values, do not 

include any information on the maintenance record of each home. 

The lack of data on home maintenance and home improvements would be even 

more of a problem with the shorter study period (1990-2005) that I have chosen.  The 

repeat sales method relies on only those homes which have sold twice within the study 

period.  There will be considerable variation among these homes in the degree of home 

improvements done by the owners.  This variation is unobserved due to the lack of data 

and could lead to errors in the specification of home value appreciation.  However, by 

focusing on the tract, sales information is aggregated to the neighborhood level and a 

greater number of sales in each neighborhood are included.  Also, because I am not 

calculating appreciation for individual houses, the specific maintenance record for each 

house is not important.  As a result, the unobserved house-to-house variation in home 

improvements and maintenance will have less of an impact on the neighborhood 
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estimates of home value appreciation.  If there do exist neighborhood-level differences in 

the levels of home improvement and maintenance, they will result in differential rates of 

home value appreciation between neighborhoods.  This is because houses in the same 

neighborhood tend to have similar patterns of maintenance; well maintained homes are 

clustered together in some neighborhoods, and poorly maintained homes will be clustered 

together in other neighborhoods (Kain and Quigley 1970).  Therefore, the estimates of 

home value appreciation will partly be a reflection of variation in neighborhood-level 

social pressure and neighborhood desirability (a sense that the housing is valuable).  The 

goal of the project is to estimate neighborhood variability in home value appreciation, 

and focusing on the tract as the unit of analysis, rather than the housing unit, will provide 

an accurate measure of neighborhood home value appreciation.   

Other sociologists agree that it is important to focus on the tract-level when 

examining the relationship between racial composition and housing values, because the 

phenomena of racial shifts are about neighborhoods, not about individuals or individual 

housing units (Anacker 2010; Woldoff and Ovadia 2009).  Furthermore, urban 

sociologists have long used the census tract as the most appropriate unit of analysis for 

studying a variety of research phenomena, including residential segregation, crime 

patterns, and lending patterns (Friedman 2008; Immergluck and Smith 2003; Ley, 

Tutchener, and Cunningham 2002).  Therefore this research project uses tracts as the unit 

of analysis instead of individual houses to estimate the impact that neighborhood racial 

transition can have on home value appreciation.  In the next section I will detail the data I 

have obtained to measure home value appreciation and the steps I took to ensure its 

quality and reliability.   
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Data 

This research project uses transaction data obtained from county public records to 

estimate the median housing value for each census tract in 1990, 1995, 2000, and 2005.  

The transactions data is used to calculate home value appreciation.  Census data is used to 

measure changing racial composition and neighborhood socio-economic stats.  The 

combined dataset allows me to estimate whether, on average, neighborhoods which 

experience racial transition between 1990 and 2000 had lower levels of home value 

appreciation than comparable neighborhoods which did not undergo racial transition.  

Furthermore, I use demographic data from the local public school district which each 

census tract falls within to test whether school district racial composition has a separate 

impact on home value appreciation.   

As with other studies which examine housing markets, this study is limited 

geographically to one major metropolitan region: Philadelphia.  Because transaction data 

are unavailable for the four New Jersey counties in the metropolitan area, this study is 

restricted to the five counties on the Pennsylvania side of the Philadelphia Metropolitan 

Area.  They include Bucks County, Chester County, Delaware County, Montgomery 

County, and Philadelphia.  Taken together these five counties account for 80.5 percent of 

the metropolitan area’s African American population and 48.7 percent of its Latino.
19

   

The Philadelphia area is appropriate for a study of racial transition as it is a 

diverse metropolis which has historically had high levels of racial residential segregation 

(Chang, Hillier, and Mehta 2009; Johnson 2004; Massey and Denton 1993).  Philadelphia 

                                                           

19
 For these purposes, self-identified Black Latinos were added to the African American total and 

subtracted from the Latino. 
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also has a well documented history of contentious race relations which continues to this 

day (Adams, Bartelt, Elesh, Goldstein, Kleniewski, and Yancey 1991; Anderson 2011; 

Hershberg et al. 1979; Johnson 2004; Kiel and Zabel 1996; Lee 2002).  In many ways 

that are relevant to the housing market, the Philadelphia region is similar to other rust belt 

cities in the Northeast and Midwest.  Although these findings will not be directly 

generalizable to all metropolitan regions of the country, it is reasonable to think that the 

pattern of results from Philadelphia would be similar in many other similarly sized 

Northeast and Midwest urban areas such as Baltimore, Cleveland, St. Louis, Buffalo, and 

Chicago. 

The unit of analysis is individual neighborhoods.  I use census data to measure 

changing neighborhood composition.  For the purpose of this research project, I use 

census tracts as the functional equivalent of neighborhoods.  Since it is only possible to 

get detailed demographic data within metropolitan regions from the census, researchers 

who wish to study neighborhoods are generally limited to census tracts or block-group 

level data.  Larger than the block-group, the census tract has long been the standard 

geography for measuring neighborhoods in social science research (Clapp, Nanda, and 

Ross 2008; Kim 2003; Stearns and Logan 1986).
20

  Therefore, this study uses census 

tracts in keeping with prior sociological research in the field of segregation and racial 

transition.  One problem with using census tracts is an assumption that all areas of a 

selected tract are homogeneous; and accordingly, that, beyond the tract boundary there 

exists a completely different neighborhood.  In reality, the situation on the ground is 

                                                           

20
 A tract averages 4,000 persons, a block group 2,500. 
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likely quite different for residents of the tract, who may be unaware of their local tract 

boundaries.  Crowder and South adjust for this by developing a distance-decay model, so 

that (using the variable racial composition as an example) the racial composition of the 

immediately surrounding tracts influences the racial composition of each given tract 

(Crowder and South 2008).
21

  I apply Crowder’s method, to my research variable of 

home value appreciation, computing for each tract, an estimate of home value 

appreciation of the surrounding neighborhoods.  Like Crowder and South, I use the 

program GeoDa, developed by Luc Anselin, a pioneer in the subfield of measuring and 

adjusting for geographic spatial autocorrelation in research projects that use census tract 

data as the unit of analysis (Anselin, Syabri, and Kho 2006).  In this way, the project 

takes into account the geo-spatial structuring of the region and adjusts for the fact that 

census tract boundaries can be an incomplete approximation of neighborhood 

boundaries.
22

  The next section details the transaction data I obtained and how I used it to 

calculate median housing values.   

Transactions Data 

I obtained transactions data from Bucks
23

, Montgomery
24

 and Chester
25

 Counties 

for the years 1990, 1995, 2000, and 2005, with each file containing 100% data of all of 

                                                           

21
 For Crowder and South, the racial composition of surrounding tracts is divided by the squared distance to 

the local tract, and a weighted averaged is computed so that the value of racial composition in the closest 

tracts has the most impact in the calculation of the “average” racial composition of neighboring tracts.  I 

use the same method, but apply it to the variable of interest, home value appreciation rates.     

22
 However, the use of tracts makes the assumption that meaningful neighborhood boundaries are at least 

the size of a tract.  In sparsely settled areas where tracts are large, this may not be true.   

23
 Bucks County Information Services Department  
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the transactions that occurred during the calendar year within the county.  However, as 

the data came from different counties, each with their own policies concerning which 

information to collect and report for each transaction, there was wide variability between 

counties in what kind of information was available.  While I would have preferred to 

include information on each transaction such as ‘date of last major renovation,’ 

‘assessment of whether the unit is in move-in condition’ and others, because I am 

focusing on variation between counties, I was only able to include a limited number of 

indicators universally available in the data from each county.  In addition to transaction 

price, these indicators include the age of the housing, the size of the housing, and the type 

of the housing.   

For Delaware County
26

, the real estate office was unable to extract data on all 

transactions for any given year.  The only way to report multiple transactions from the 

entire County was to report a file that included the most recent transaction for every 

house in the county.  This is the data I purchased from Delaware County.  For a given 

house, if it sold in 1990, and then re-sold in 2001, it would not appear in the file 

containing 1990 transactions.  Despite this limitation I was still able to generate a file for 

each of the four years 1990, 1995, 2000, and 2005 for Delaware County.  However, since 

the data was obtained in 2010, it has been 20 years from the time when the 1990 

transactions occurred, so a significant portion of those houses have undoubtedly been re-

sold.  Similarly, this problem occurs in 1995, 2000, and 2005, but is less of a problem in 

                                                                                                                                                                             

24
 Montgomery County, Information and Technology Solutions 

25
 Chester County Department of Computing and Information Services 

26
 Delaware County Data Processing Department 
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more recent years.  Housing units generally are not re-sold in a short period of time 

because the sellers would lose money due to the high transaction costs associated with 

buying and selling a house.  Not many of the homes which sold in 2005 would have been 

re-sold by 2010, but still, a significant proportion of sales from each year will be 

excluded due to the structure of Delaware County’s real estate records.  I cannot be 

completely certain about what portion of transactions are excluded from the 1990, 1995, 

2000, and 2005 Delaware County files.   

While this is not an ideal situation, it does not prevent this research project from 

producing a reliable estimate of housing value in the Delaware County census tracts.  As 

long as there is not a great deal of intra-neighborhood variability in turnover rates during 

the study period, the estimates of median home value for each neighborhood should be 

accurate.  Although there is very little academic literature on the specific topic of 

differential turnover rates,  Archer, Ling, and Smith (2010) found that very expensive 

homes have higher turnover rates, but no other structural characteristic of houses could 

predict the rate of turnover.  Individual life cycle variables such as age, family size, and 

education were related to turnover, however neighborhood-level demographics were not.  

Results of their research suggest that differential turnover rates should not be an issue.  If 

the households with relatively rapid turnover are distributed evenly among the 

neighborhoods of Delaware County, as is suggested by Archer, Ling, and Smith (2010), 

then there is no reason to suspect that there are systematic differences between the houses 

which re-sold since 1990 (and therefore are not in the data set but ideally should be) and 

the houses which have not re-sold since 1990. Therefore the sales that are in the dataset 

should be an adequate representation of the sales in the area.  Furthermore, the evidence 
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presented in the next section will demonstrate that the estimates of median housing price 

for Delaware County do not appear to be any less accurate than estimates for the other 

counties.  In addition, when running OLS models, I ran a separate equation which 

included a dummy variable for Delaware County tracts.  Overall, the pattern of results in 

Delaware County is consistent with the results in the other suburban counties for which I 

had complete data.
27

  Therefore, I have chosen to analyze Delaware County data in the 

same manner in which I analyze Bucks, Montgomery, and Chester Counties, despite the 

difference in data availability.   

I obtained data for Philadelphia from two different sources.  Data for 1990, 1995, 

and 2000 came from a file created by the Philadelphia Board of Revision of Taxes 

(BRT), but provided by Steven Singer, Manager of Research and Analysis, Center City 

District.  I also obtained already aggregated tract-level data on median housing sale prices 

for 2005 from the neighborhood base of the University of Pennsylvania’s Cartographic 

Modeling Lab (CML), which were also estimated from data from the Philadelphia Board 

of Revision of Taxes.  While the BRT data for Philadelphia included all transactions in 

each of the study years, there was little information on housing attributes.  The 

Philadelphia data lacks information on number of bedrooms per house, housing types, 

and contains limited information on the square foot area of homes.  Because of 

differences in available data between Philadelphia County and the suburban counties, I 

present analyses that include and exclude Philadelphia.   

                                                           

27
 Home value appreciation is lower in Delaware and Chester counties and higher in Montgomery and 

Bucks counties.  All of the coefficients and the pattern of residuals for the Delaware county tracts are very 

similar to the Chester county tracts, for which there is complete data.   
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Market Value 

 

Within each county and year (hereafter, county-year), I excluded transactions that 

were less than $1,000 in an effort to eliminate non-market transactions from the dataset.  

Transactions this small are typically transfers of a property between family members or 

between banks.  Or, they represent residential units which are in complete disrepair and 

will not be immediately inhabited as a result of the sale.  I also scanned the file for 

‘flipped’ properties: properties that were purchased at very low
28

 prices by speculators, 

had money spent to make key improvements, and then resold at a much higher price 

within a matter of months.  In these cases, the initial purchase price is often dramatically 

lower than the price that the residents who plan on inhabiting the house will pay.  If I 

found properties sold twice within a calendar year for very different prices, I eliminated 

the much lower price as a non-market transaction.   I only eliminated such values when 

the lower price was less than 50%
29

 of the higher transaction price.  This is because it is 

difficult to determine for certain the motivations of the people who bought and sold the 

houses from the limited transaction information obtained from the counties.  Some of the 

properties that may look like flipped properties could in fact simply be a family who 

                                                           

28
 Typically the initial purchase price was well under $100,000, even though other, similarly sized 

properties within the same neighborhood were selling for $180,000 and more, and the property was 

subsequently re-sold for close to $180,000.   

29
 50% is actually quite conservative because I cannot be sure the circumstances under which the property 

was sold and then re-sold so quickly.  A house that initially sold for $180,000, then re-sold three months 

later for $260,000 would not be excluded from the dataset, as the first value is 69% of the value of the 

second transaction.  If the first value is actually less than 50% of the second value, it would have initially 

sold for less than $130,000, I am confident that the discrepancy between the two sale prices is due to a huge 

amount of capital improvements.  A cut-off of greater than 50% might include too many false positives; a 

cut-off of less than 50% could exclude too many transactions that actually did represent flipped properties.   
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moved, then a few months later faced a major life change (new job/promotion, 

marriage/divorce, birth of child, etc), and felt they needed to move a second time.  If a 

residential property sold for $120,000 and resold four months later for $145,000 I can’t 

be sure the two transactions represent a flipped property by an investor or a family re-

selling for other reasons.  However, if the property sold for $60,000 and then re-sold for 

$180,000 three months later, I assumed that the difference in price is due to capital 

improvements, and that both purchases were a planned move by the developer to profit 

from rehabbing the house.  In that case, the first purchase of $60,000 was probably only 

possible because the house was in very poor condition initially and not suitable for 

habitation.  Thus, it should be classified as a non-market transaction.  That is the logic 

behind eliminating the first transaction when there are two transactions and when the first 

transaction is less than 50% of the value of the second transaction.  These classifications 

of non-market transactions and the steps I took to eliminate them are consistent with the 

work of other researchers who have used transaction data to estimate average housing 

values (Clapp and Ross 2004; Kim 2003; Macpherson and Sirmans 2001)
30

. In general, 

property flipping was only prevalent in the 2005 files, which occurred during the height 

of the housing market “bubble” and otherwise very rare.   

 

 

                                                           

30
 Kim (2003), who uses the repeat sales method, also excludes transactions “suspected for new 

construction or improvements,” although the housing price literature is ambiguous about the proper cut off 

for determining non-market transactions.  Overall, a very small percentage of transactions, about 2% are 

removed.    
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GeoCoding and Aggregating 

 

The data provided by the counties included, for each record, a street address of the 

property.  I used the street address to locate the property within its corresponding census 

tract in a process called “Geocoding,” using the ArcMap GIS software program.  For 

each county-year, I took the unmatched cases and attempted to re-match them using a 

batch geo-coding service which uses Google’s mapping engine. 

Year Records
Percent 

Matched
Records

Percent 

Matched
Records

Percent 

Matched
Records

Percent 

Matched
Records

Percent 

Matched

1990 4976 97.7% 6112 99.0% 1928 89.9% 2970 97.2% 13594 98.0%

1995 6646 97.5% 6702 98.7% 2525 94.7% 4132 97.7% 14281 94.6%

2000 9110 96.8% 9616 98.5% 4815 95.8% 7792 98.6% 21395 96.1%

2005 12300 96.2% 10911 98.2% 8429 98.6% 12088 97.7% - -

Table 3.1 Geocoding Success Report by County and by Year

Bucks County Chester County Delaware County Montgomery County Philadelphia County

 

Despite the two different sources of underlying address data, there are inevitably 

records which absolutely cannot be matched, even after extensive data cleaning to 

eliminate errors.  Roughly 3% of transaction records in each county-year went 

unmatched.  This geocoding success rate is similar to other researchers who have used 

GIS tools to locate transactions within census tracts (Shultz and King 2001).  Table 3.1 

shows that there is little variation between counties and between years in the percent of 

transactions that were able to be matched.  Overall, it demonstrates that the estimates of 

median home value are based on nearly complete transactions records, which should 

therefore produce accurate estimates.   

After the geocoding process, I used ArcMAP GIS program to spatially join 

addresses to census tracts, meaning that attached to each record is a variable indicating 

the tract that it falls inside.  Following that, I created an aggregated file, where each tract 
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was given the statistics of all of the sales contained within the tract, including, most 

importantly, the median sales price of all the residential properties that sold within the 

tract.  For the analysis, I eliminated tracts which did not include at least four sales in each 

study year.  A small number of sales would mean that any given transaction price could 

have a large influence on the median sale price figure for that tract.  This could 

potentially lead to inaccuracy due to variations in the condition of the residential 

property, since, compared to other homes in a given neighborhood, homes that are in 

poor condition sell for well below average market value, and homes that are recently 

renovated sell for well above average market value.  When analyzing, the data, I found 

that when I did not include the threshold of at least four sales in each tract, the number of 

transactions per tract was strongly associated with the absolute value of the standardized 

home value appreciation score.  Less than four transactions meant that one or two sales 

would unduly influence the appreciation score.  However, when I restricted the analysis 

to tracts with at least four transactions in each year, the number of transactions no longer 

had any impact on home value appreciation.  Of the 964 tracts in the five Pennsylvania 

Counties, 878 had enough sales in each year to be included in the analysis.             

Other than housing price, the other housing attributes that were aggregated to the 

tract level include the year the house was built, the square footage of the house, the 

number of bedrooms in the house, and the housing type (Row, Twin, Ranch, Victorian, 

etc).  I will first explain how the housing type variable was aggregated, then I will briefly 

explain the other housing attributes and present correlations for each with median sale 

price.  Table 3.2 provides an example of how average housing prices can vary 

considerably by the housing type.   
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0.1: Average Housing Price by Housing Type, Montgomery County, 2005 

TYPE  Mean  Median N  Std. Deviation Skewness

Bi-level 285,607$             282,500$              111 51,894$                .76

Split Level 327,921$             306,000$              722 101,382$              1.59

Ranch 282,553$             258,950$              898 132,660$              4.38

Row 123,138$             111,300$              453 58,694$                .62

Old Colonial 391,186$             299,900$              1251 379,823$              7.43

Bungalow 215,092$             212,500$              321 86,108$                5.00

Colonial 485,615$             410,000$              3135 311,268$              4.96

Cape Cod 293,656$             257,000$              805 163,047$              3.98

Twin 182,526$             180,000$              1061 79,752$                1.73

Townhouse 260,124$             250,000$              2255 90,240$                1.99

Log Home 381,250$             349,500$              4 139,500$              1.18

Contemporary 743,551$             606,000$              88 497,669$              3.35

Other 191,579$             149,000$              5 114,415$              .60

Condominium 238,149$             199,900$              527 145,683$              2.72

Victorian 712,278$             495,000$              9 573,152$              2.04

Tudor 1,060,220$          640,000$              25 1,752,447$           4.60

Farm House 363,667$             344,500$              6 109,628$              .28

Converted Barn 675,291$             493,200$              8 672,418$              2.41

A-Frame 318,717$             330,000$              3 192,174$              -.26

Cluster 522,331$             499,330$              111 170,386$              4.15

Single Wde Mobile Home 160,000$             160,000$              2 98,995$                .

Double Wide Mobile Home 253,000$             232,000$              3 39,000$                1.72

Total 336,331$             279,900$              11805 268,999$              8.53

 Table 3.2: Average Housing Price by Housing Type, Montgomery County, 2005 

 

The greatest differences are with the “Row” homes and the “Twin” homes, which 

with mean housing values of well under $200,000 are far below the county average of 

$336,331.  For each county, I decided to categorize “Low End” as a housing type where 

the average transaction values are less than 40% of the county wide average transaction 

value.  Therefore, for Montgomery County, “Row” and “Twin” housing types were 

included as the “Low End” Housing Types, when I aggregated the housing type to the 

tract level.  For each tract, I have a variable that represents the percentage of housing 



62 

 

transactions in that tract which were either a Row home or a Twin home.  On the high 

end, “Colonial,” “Cluster,” “Victorian,” “Tudor,” “Converted Barn,” and 

“Contemporary” housing Types were much more expensive than the county average of 

$336,331.  These housing types were included as the “High End” housing types for 

Montgomery County.  This same conceptualization of “Low End” and “High End” was 

used for the other years of Montgomery County.  I used a similar decision process to 

determine what counted as “Low End” and “High End” for each of the counties, to create 

a “Percent Low End” and “Percent High End” housing type variable for each County-

Year.  This was the best way to account for variations in housing type at the tract level.  It 

also serves as a control variable when comparing appreciation overtime.  At the tract 

level, the median sale price is calculated from the sale prices of the values of the 

particular homes that sold in a given year.  However, the homes that sold may not be 

representative of the housing types of all homes in the given census tract.  For example, 

in 1990 in census tract “A”, 40 percent of the homes sold may have been Row homes.  

Then, in 2005 in the same tract, only 15 percent of the homes sold may have been Row 

homes.  The calculated median sales price will have jumped considerably, making it 

appear as if houses jumped in value.  However, a large proportion of that increase would 

have been due to the type of housing that sold in the particular year.  Therefore the 

inclusion of the housing type variable will serve as an important control variable in the 

model predicting home value appreciation.    

The other main housing attributes which were aggregated include the percentage 

of new housing, the average square footage of homes, and the number of bedrooms per 

house.  For the percentage of new housing, I calculated the percentage of homes in the 
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tract which were new at the time of purchase.  For transactions in 2005, any home that 

was built in either 2004 or 2005 was considered a new house.  This same logic was used 

for the other study years.  On average, brand new housing is often more attractive to 

home buyers, as they have a number of modern amenities not offered in older housing, 

and brand new appliances that are generally considered to be carefree.  Buyers who 

purchase a brand new house also have the distinction of being the first people to occupy 

the house.   

 When aggregating, I also calculated the average square footage of homes which 

sold in the census tracts.  Larger houses generally are more expensive than smaller 

houses.  Larger homes also tend to have more bedrooms, and houses with more bedrooms 

are more expensive, as they offer the homebuyer maximum flexibility in arranging the 

house for their family.  Therefore I included a measure of the average number of 

bedrooms for homes in the census tract.   

Table 3.3 shows how median housing price is correlated with the housing 

attributes.   
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Percentage of 

New Houses

Mean 

Square 

Footage of 

Homes

Mean 

Number of 

Bedrooms 

Percent 

Row or 

Other Low 

End 

Housing 

Type

Percent 

Colonial or 

Other 

Higher End 

Type

Bucks County
Median Sale 

Price
0.48 0.90 0.57 -0.34 0.73

Chester County
Median Sale 

Price
0.26 0.87 0.49 -0.50 0.67

Delaware 

County

Median Sale 

Price
0.42 0.87 0.48 -0.72 0.75

Montgomery 

County

Median Sale 

Price
0.19 0.84 0.61 -0.46 0.59

Percentage of 

New Houses

Mean 

Square 

Footage of 

Homes

Mean 

Number of 

Bedrooms 

Percent 

Row or 

Other Low 

End 

Housing 

Type

Percent 

Colonial or 

Other 

Higher End 

Type

Bucks County
Median Sale 

Price
0.29 0.89 0.49 -0.28 0.64

Chester County
Median Sale 

Price
0.31 0.88 0.57 -0.52 0.80

Delaware 

County

Median Sale 

Price
0.40 0.90 0.62 -0.72 0.70

Montgomery 

County

Median Sale 

Price
0.27 0.91 0.62 -0.43 0.54

Table 3.3: Tract Level Correlations between Aggregated Median Sale Price and Aggregated 

Housing Attributes by County, 1990 and 2005

1990 Correlations

2005 Correlations
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 As shown in Table 3.3, there is a very strong positive relationship between 

housing price and the square footage of homes in the tract.  The number of bedrooms is 

significantly positively correlated with housing price.  There is also a strong positive, 

relationship between the percentage of homes which are Colonial or other high value and 

housing price.  There is a strong negative relationship between the percentage of homes 

which are rows and the price of homes in the tract.  Each of these relationships is 

consistent with the economic literature on how various housing attributes are associated 

with the price of the home.  This demonstrates that the estimates of home value are very 

robust and have high construct validity.  

 The second half of the table shows the same correlations for the year 2005, and 

what is apparent is that the correlations between housing attributes and housing price are 

remarkably consistent over time, further demonstrating that the tract-level median 

housing value construct has a high degree of validity.  For example, in 1990, in 

Montgomery County, the correlation coefficient between the percentage of homes which 

were Row homes and the Median sale price of homes in the tract was -.46.  In 2005, the 

correlation is -.43.  The correlations for the other variables are also remarkably consistent 

overtime.  The largest difference between the 1990 correlations and the 2005 correlations 

is that in Montgomery County in 1990, the correlation between the percentage of homes 

which were new and the median sale price was .19, and in 2005 the correlation is .27.  

The relationship between housing sale prices and housing attributes is also consistent 

across the different counties.  In particular, despite not having 100% data for Delaware 
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County, the correlations between housing attributes and housing price are extremely 

consistent between 1990 and 2005.  For instance, the correlation between median sale 

price and the percentage of homes which were row or other low end housing types is -.72 

in 1990.  In 2005, again, the correlation is -.72.  The correlation between median sale 

price and the average square footage of homes in the tract is .87 in 1990 and .90 in 2005.  

This is further evidence that the lack of 100% data for Delaware County has not 

prevented me from constructing reliable estimates of median housing value.   

 There are a few notable differences between counties in the strength of the 

relationship between median housing price and housing attributes.  The impact of 

‘Percentage of Low End Housing’ is relatively low in Bucks County, and relatively High 

in Delaware County.  This is probably due to the overall lower variation in housing types 

in Bucks County as compared to Delaware County.  As compared to the other suburban 

counties, Bucks County has relatively few ‘row homes’, while Delaware County has a 

high proportion of row homes.
31

  This is consistent with the development history of 

Delaware and Bucks Counties. The former developed earlier and was more industrial 

than the latter (Adams, Bartelt, Elesh, and Goldstein 2008).  

For the other variable which takes account of the housing type, the percentage of 

‘High End’ housing, the correlation is consistently strong across the various counties.  

Also, the relationship between the average square footage and the median housing price 

is consistently very strong in each county and each year.    

                                                           

31
 Of all the housing units sold in Delaware County in 2005, 39.8% were row or twin homes.  In contrast, 

only 15.8% of all the housing units sold in Bucks County in 2005 were row or twin homes.     
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Overall these tables demonstrate a high level of validity for the median sale price 

variable.  In the next section, I discuss how closely the median sales price transaction 

based estimates are related to the census estimate of median housing value, and also 

discuss the use of census data for the project generally.   

Census Data 

 

Tract level data for the 1990 and 2000 U.S. Censuses, including demographic and 

income variables, comes from Geolytics’ Neighborhood Change Database 

(NCDB)(GeoLytics 2003).  The NCDB has 1990 tract boundaries adjusted for 

comparability with 2000 tract boundaries so that researchers can easily examine change 

over time.  The key independent variables from the census are the variables on 

neighborhood racial composition.  I use the information on racial composition to 

categorize the neighborhoods based on initial racial composition and the degree of racial 

change between 1990 and 2000.  There are nine categories.  These categories are based 

on typologies used by other urban sociologists who have studied neighborhood racial 

change (Anacker 2010; Ellen 1998; Fasenfest, Booza, and Metzger 2004).  However, the 

categories I use are more specific to Philadelphia, rather than a nationwide study.  The 

cut off for labeling an area predominantly white is higher, 85% compared to 80% used by 

Anacker and Ellen.  Another difference is that the categories used by Anacker (2010) and 

Fasenfest, Booza, and Metzger (2004) are based on racial composition in 2000, and do 

not distinguish between areas based on their racial shifts between 1990 and 2000.  In the 

typology that I use, the racial shifts are very important in distinguishing the different 

categories.   
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In chapter four and chapter six I provide an in-depth rationale explaining the main 

categories of predominantly white and racially transitioning.  Here, I provide a brief 

synopsis of the criterion used for categorizing each of the different neighborhood types. 

 “Predominantly White:” at least 85% non-hispanic white in both 1990 and 2000.   

 “Majority White, Stable”: between 50% and 85% non-hispanic white, in both 

1990 and 2000, and where the shift in the black population is not larger than 10 

percentage points.   

 “Racially Transitioning:” at least 85% non-hispanic white in 1990 and where the 

black population increased by at least 10 percentage points between 1990 and 

2000.   

 “Majority White, Transitioning”: between 50% and 85% non-hispanic white in 

1990, and where the shift in black population increased by at least 10 percentage 

points.  

 “Diverse Transitioning:” at least 85% non-hispanic white in 1990; at least a 10 

percentage increase in the combined percentage of latinos and asians by 2000, 

and, the increase in the percentage of black residents is less than 10 percentage 

points.   

 “Stable, Integrated Neighborhoods:” at least 15% black in 1990 and no more than 

five percent hispanic, and at least 50% non-hispanic white in both 1990 and 2000, 

and where there was not a shift of more than 10 percentage points in either the 

percentage of black residents or the percentage of non-Hispanic white residents. 

 “Predominantly Black:” all neighborhoods at least 55% black in both 1990 and 

2000.   

 “Latino:” at least 25% hispanic/latino in 1990 and which did not fit into any other 

category.  It is the smallest group but is made up of neighborhoods where 

hispanics are the largest racial/ethnic group (although not necessarily 50%).   

 “Mixed:” The mixed neighborhoods are those neighborhoods which did not fit 

any of the other categorizations.  They are neither predominantly white, nor 

predominantly black, nor stable and integrated.   

 

These categories each represent a different degree of racial diversity and shift during 

the study period.  The predominantly white and predominantly black neighborhoods are 

on opposite ends of the spectrum; both dominated by a single group with no transition.  

There are three distinct kinds of transition identified: diverse transition, majority white 
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transition, and racial transition.  There is even a distinction between neighborhoods that 

are predominantly white, compared to neighborhoods that are majority white, and then 

within those two groups I can compare areas that transitioned with areas that did not 

transition.  Defining the neighborhood categories in this way will enable the most 

comprehensive comparison of how neighborhood racial composition and shifts in racial 

composition influence rates of home value appreciation.  In Table 3.3, I show the number 

of neighborhoods that fit into each category and the racial composition of each group in 

1990 and 2000.   



70 

 

1990-2000

NeighborhoodType Black White Asian Latino Black White Asian Latino

Shift in Black 

Population

Mixed/Other (n=24) 37% 51% 8% 4% 48% 35% 10% 7% 11%

Diverse Transition (n=28) 2% 92% 3% 3% 9% 71% 9% 11% 6%

Stable, Integrated (n=25) 26% 70% 1% 3% 26% 68% 2% 5% 0%

Latino (n=17) 24% 19% 4% 55% 32% 9% 3% 60% 8%

Racially Transitioning (n=42) 4% 92% 2% 2% 28% 59% 4% 9% 24%

Majority White Transitioning (n=45) 20% 71% 5% 4% 41% 44% 8% 7% 21%

Predominantely Black (n=126) 89% 9% 1% 2% 90% 6% 1% 2% 2%

Majority White/Stable (n=87) 9% 85% 3% 3% 10% 78% 7% 5% 1%

Predominately White, Stable (n=483) 2% 96% 1% 1% 3% 93% 3% 2% 1%

Total (n=877) 18% 77% 2% 3% 22% 70% 3% 4% 4%

20001990

Table 3.4: Neighborhood Types and Racial Composition by Year
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Table 3.4 shows that each category represents a distinct type of neighborhood.  In 

the subsequent chapters I will test whether rates of home value appreciation vary across 

the different neighborhood types.  Although I focus mainly on the difference between the 

racially transitioning neighborhoods and the predominantly white neighborhoods, the 

analysis will include a full comparison that includes all nine neighborhood types.     

 Besides the information on neighborhood racial composition, I use census 

indicators to measure the socioeconomic status of each neighborhood’s residents.  The 

key socioeconomic status variables are the proportion of residents who are college 

educated, and the median household income of neighborhood residents.  I use estimates 

from the Consumer Price Index to adjust the median household income data for inflation.     

The census also has a variable for both 1990 and 2000 which is an estimate of the 

median housing value in the census tracts.  This variable is derived from home owners’ 

own estimates of the worth of the housing, as opposed to transaction prices.  Owner-

supplies estimates of home value are not ideal for estimating home value appreciation for 

a variety of reasons.  Most importantly, the owner-supplied estimates were only available 

for 1990 and 2000, and not in-between or since 2000.  In contrast, the transaction data are 

available for 1990, 1995, 2000, and 2005.  Because the estimates come from different 

sources, it would not make sense to calculate appreciation using census estimates for 

some years and transaction estimates for other years.  Another problem is that owner-

supplied estimates of housing prices are reasonably accurate except during market turning 

points (DiPasquale and Somerville 1995).  Owners may be less accurate about the worth 

of their homes during a recessionary period.  They are unlikely to report that the value of 

their home has fallen.  Because the study period of 1990-2005 does indeed include 
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market turning points (recession of early 1990s, recovery of 1994-2001, housing market 

boom of 2002-2007), the owner supplied estimates would not be accurate.  

Although I consider the owner-derived estimates of housing value to be 

inadequate for estimating home value appreciation, I do use the variable as another type 

of diagnostic check to ensure that the estimates of home value produced by the 

transaction data are reasonable.  This was particularly important for the estimates for 

Delaware County, since I do not have 100% of the transactions represented.  Transaction  

N Pearson Correlation

Bucks County 132 0.66

Chester County 107 0.75

Delaware County 130 0.83

Montgomery County 189 0.65

Philadelphia County 320 0.90

All Counties Combined 878 0.83

N Pearson Correlation

Bucks County 132 0.90

Chester County 107 0.90

Delaware County 130 0.97

Montgomery County 189 0.88

Philadelphia County 320 0.89

All Counties Combined 878 0.94

1990

2000

Table 3.5: Correlations Between Census's Owner Reported Estimate of 

Median House Value and Median Transaction Price

 

As show in Table 3.5, census estimates of median housing value were highly and 

positively correlated with the transactions-based estimates of median housing price in 

both 1990 and 2000.  The correlation between the two estimates is just as strong in 

Delaware County as it is in other counties.  In fact, the correlation between census 
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estimate and transactions estimate is highest in Delaware County, again providing 

evidence that the missing data in Delaware County is not adversely impacting the quality 

of the median housing price estimate.   

However, the correlations are much higher in 2000 than in 1990.  In 1990, areas 

where the census estimate was considerably higher than the transactions estimate were 

often predominately black neighborhoods with transactions lower than $10,000, and an 

estimated census value around $15,000.
32

  Areas where the census estimate was 

considerably lower than my estimate using transaction prices had significant numbers of 

new housing.
33

   

I attribute the lower correlations to the recession during the early 1990’s, where 

housing values had declined slightly, and thus, a typical homeowner, probably paid more 

for their house in 1986 than what it would actually sell for in 1990.  Yet the owners’ 

perceived value, which is what the census estimate was based on, will be closely related 

to how much they paid for the house, and therefore may be slightly inflated.
34

 

                                                           

32
 There are 39 tracts where my estimate of median housing value is less than half the estimate of the 

census owner-derived estimate of median housing value.  27 of these areas are located in Philadelphia, 19 

of these areas are at least 80% African-American.  Ten of these areas have a census estimate of exactly 

$14,999.  According to my estimate derived from transaction prices, the median value of the housing in 

these 39 areas in 1990 is $9,410 

33
 Of the areas where my transactions based estimate was at least 50% higher than the census owner-

derived estimate, 87% of the tracts were at least 85% white in 1990; 57% of the tracts were located in either 

Bucks or Montgomery County, with another 31% located in Philadelphia.  In 1/3 of the tracts, the average 

house was built in 1980 or later, indicating that houses were less than 10 years old at the time of purchase.   

34
 An alternate plausible reason for the stronger correlations in 2000 is that, with the advent of the internet, 

homeowners had easier access to information, and more up-to-date information about the price of their 

neighbors’ homes, which they could use to estimate the value of their own homes.  However, there is not 

published research which establishes this shift.  This is an area for further research.     
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I’ve thus far described how I constructed the median house price variable and 

provided evidence that the transactions-based estimates of median housing price are 

accurate, despite missing some transactions data.  In the next section, I describe how 

appreciation, the main dependent variable, is calculated.    

Calculating the Main Dependent Variable 

The main dependent variable is neighborhood level home value appreciation.  I 

calculate home value appreciation as the percentage increase in value from year 1 to year 

2 using the formula: 

= 

Calculating appreciation in this way provides the increase in value from year 1 to 

year 2, as a percentage.  If home values in Year 1 and Year 2 were equal, appreciation 

would be equal to 0; if home prices doubled between Year 1 and Year 2, appreciation 

would be equal to 100.  If homes lost value, appreciation would be negative.  Table 3.6 

below shows the descriptive statistics for each of the appreciation variables.
35

   

                                                           

35
 There is one tract, located in Philadelphia, for which I had sales data for 1990, 1995, 2000, but for which 

the cartographic modeling lab did not have data for 2005.  When appreciation is calculated for any time 

period that includes 2005, that tract is excluded.   
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Table 0.2: Descriptive Statistics: Median Home Price Appreciation 

Appreciation 

1990-1995

Appreciation 

1995-2000

Appreciation 

2000-2005

Appreciation 

1990-2005

Transformed 

Appreciation 1990-

2005

878 878 877 877 877

3.78 15.56 87.84 110.98 104.88

-1.84 10.92 73.41 96.05 96.05

31.69 36.78 65.43 88.18 59.43

3.05 2.78 3.21 4.41 1.13

319.08 400.36 802.98 1124.88 333.21

-76.41 -74.04 -66.67 -58.21 -58.21

242.67 326.32 736.31 1066.67 275.00

N

Std. Deviation

Maximum

Table 3.6: Descriptive Statistics: Median Home Price Appreciation

Skewness

Range

Minimum

 

Mean

Median

 

Each of the variables is positively skewed, however appreciation for each time 

period, is highly clustered around the mean, making the distribution close to 

approximating a normal distribution.
36

  Appreciation from 1990 to 1995 was very low, 

and more than half of the tracts actually saw a drop in housing values between 1990 and 

1995.  Modest appreciation occurred between 1995 and 2000, with an average gain of 

15%, and a median gain of 11%.  Between 2000 and 2005, prices absolutely skyrocketed, 

with the typical tract seeing an increase of 73%.  Overall, for the 1990to 2005 time 

period, the median tract saw nearly a doubling of housing values.   

School District Data 

 

 Although much of the research on racial and housing prices has focused 

exclusively on the racial composition of neighborhoods, another factor which may 

influences housing prices is the racial composition of the school district.  Schools are the 

                                                           

36
 For use in linear regression equations, I transformed the 1990-2005 appreciation variable by recoding the 

values over 275 to equal 275, making the distribution much closer to a normal distribution.    
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number one public resource that homebuyers consider when deciding where to move (Jud 

and Bennett 1986).  A recent Philadelphia region-specific study found that, among home 

owners, nearly 60% listed “good schools” as a very important consideration which 

heavily influenced their choice of neighborhood (Adams, Bartelt, Elesh, and Goldstein 

2008).  Furthermore, Goodman (1998) has suggested that housing markets are segmented 

by school district quality.  Sociological research has shown that when the proportion of 

black students in a school district increases, whites have chosen to remove their children 

from that school (Farley, Richards, and Wurdock 1980; Saporito and Sohoni 2006; 

Wegmann 1975).  If whites are reluctant to send their children to these schools, it follows 

that they would place a lower value on homes located in integrating school districts.  This 

dissertation tests whether the shifting racial composition of school districts has an 

independent impact on home value appreciation apart from the impact of the 

neighborhood racial composition.   

I obtained data on the racial composition of school districts from the National 

Center for Education Statistics (NCES) for the years 1990 to 2005.  The variables 

obtained from NCES include the total number of students in the district, the district 

population by race, the pupil/teacher ratio, and the total amount of revenue per student.  I 

also have a measure of school district quality in the form of district level performance on 

the Pennsylvania Standardized State Assessment (PSSA) test.   

The PSSA provides standardized scores as a way to compare the ability of 

students within each school to read and solve math and reading problems at grade level. 

Scores are provided to the public in the form of the percentage of students who score in 

each of four categories: Advanced, Proficient, Basic, and Below Basic for both math and 
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reading.  Because I am interested in comparing school quality at the district level, I chose 

to focus on the scores of 11
th

 grade students.  The vast majority of suburban school 

districts contain only one high school.
37

  Thus I am not overlooking any variation within 

districts when measuring school quality at the high school level; the variation in the data 

is between districts.  I chose to recode this variable into the percentage of students (within 

each district) that scored either Proficient or Advanced on the Math Exam.  Math scores 

and Reading scores were highly correlated so I could not include both in a regression 

equation; I chose math scores.
38

  There are 62 school districts included in the data set.             

Conclusion 

 

In this chapter I have provided a rationale for focusing on census tracts as the unit 

of analysis as opposed to individual transactions.  I have provided details on how I 

obtained transactions data, and how I subsequently cleaned it for the purpose of 

calculating median sale prices in each tract for each study year.  I have also provided 

evidence of the validity of my estimates of median housing price by comparing my 

estimate to census estimate and demonstrating the strong relationship between housing 

prices and housing attributes.  I explained how I constructed the main dependent variable 

using the estimates of median housing price.  I have also described the school district data 

which will be used in subsequent chapters.  In the next chapter I examine bivariate 

                                                           

37
 Three of the 61 suburban school districts included in the dataset had two high schools within their school 

district:  the Central Bucks, West Chester Area, and Lower Merion School districts.   

38
 An analysis of PSSA scores found that math scores were more closely related to GPA and SAT scores 

than reading scores. 
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relationships between neighborhood racial transition and home value appreciation for 

four different time periods: 1990-1995, 1995-2000, 2000-2005, and 1990-2005 

combined.  I also present an OLS regression equation that examines the neighborhood 

level indicators that account for variation in home value appreciation throughout the 

region.  Overall I find evidence that neighborhoods that experience racial transition had 

significantly lower rates of home value appreciation than other neighborhoods.   

In the subsequent chapter, the second chapter presenting results, I will add 

information about the school districts to the OLS equation by using HLM.  This analysis 

will test whether school district racial composition, and shifts in school district racial 

composition, are a predictor of the variation between census tracts in home value 

appreciation. 
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CHAPTER 4 

HOME VALUE APPRECIATION IN TRANSITION AREAS 

Introduction 

 This chapter will present the main findings of the dissertation, testing whether 

racially transitioning areas had significantly lower rates of property value appreciation 

than non-racially transitioning areas from 1990-2005.  I begin with a brief literature 

review and description of the data used to address the research question.  Then I present 

maps to demonstrate the geographic concentration of racial transition in the Philadelphia 

Metro area from 1990-2000, with separate maps for areas that went from predominantly 

white to a large black presence, and maps that went from predominantly white to having 

a large racially diverse population.  Although this research project relies on decennial 

census data to measure racial change, I provide evidence from annual school district 

demographic data to demonstrate that racial change occurred gradually.  I then present 

means comparisons for the dependent variable, doing a direct comparison between 

racially transitioning areas and similar predominantly white areas that did not transition.  

I find that the racially transitioning areas had lower levels of property value appreciation.  

Finally, I present a series of OLS equations to test whether neighborhood demographics 

and housing characteristics can explain the lower rates of home value appreciation in 

racially transitioning tracts.   

Literature Review 

 Among scholars who have studied neighborhood racial transition, there is 

disagreement about whether or not racial transition has a negative impact on property 
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values.  Many researchers have found that racially transitioning areas are devalued, and 

end up with much lower property values (Anacker 2010; Devaney and Rayburn 1993; 

Gabriel 1987; Kim 2003).  However, others have disputed the impact of race (Chambers 

1992; Coate and Vanderhoff 1993; Harris 1999; Holmes and James 1996).  One of the 

most disputed elements is whether the impact of racial transition is due to reactions to 

actual racial change, or reactions to a decline in neighborhood socioeconomic status.  

Often, racial change and a shift in socioeconomic status are intertwined (Woldoff and 

Ovadia 2009).  This is because, on average, racial minorities have lower incomes and 

lower levels of educational attainment than whites (Feagin 2006).  In addition, when 

people are deciding between different neighborhoods, they strongly prefer residents with 

an equal or higher class standing than their own (Bobo and Zubrinsky 1996).  Therefore, 

when whites move out, it is not always clear whether they are avoiding low-SES 

neighbors, or avoiding racial diversity, or both.
39

  Therefore, in this chapter, which 

includes descriptive statistics, I will provide detailed analyses of socioeconomic change 

and how it shifts with racial change.  The majority of the research on this topic has used 

either income or the poverty rate to measure socioeconomic status (Clapp, Nanda, and 

Ross 2008; Devaney and Rayburn 1993; Gabriel 1987; Macpherson and Sirmans 2001; 

Myers 2004).  In addition to income, the educational attainment of the area’s residents is 

a frequently used indicator of socioeconomic status (Harris 1999; Myers 2004).  One 

other indicator of neighborhood socioeconomic status can be the age-structure (Gabriel 

                                                           

39
 See Chapter 2: Literature Review for an extended discussion of the relationship between race and 

socioeconomic status.   
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1987; Myers 2004).  Areas with a higher proportion of children
40

 are often associated 

with higher poverty rates and generally a lower socioeconomic status.
41

  Following the 

existing literature, I include measures for income, educational attainment, the poverty 

level, and the age structure as measures of socioeconomic status.  In the next section I 

describe the data that is used to test the research question. 

Data and Research Strategy 

 This section uses data from the census tracts of the Pennsylvania side of the 

Philadelphia metropolitan  area to measure racial transition, and sales transactions from 

the counties, geocoded, and aggregated at the tract level, to measure property value 

appreciation from 1990-2005.  The unit of analysis is the census tract.  When calculating 

median sale price for each tract, I eliminated from the analysis census tracts which did 

not have at least four transactions in each study year.
42

  The main dependent variable, 

appreciation, is calculated as the percentage change in median home value from year 1-

year2.    

                                                           

40
 The definition of children used here is individuals under age 18 

41
 Among census tracts in the study area, the proportion of children is negatively correlated with 

educational attainment (r=-.62) and median household income (r=-.39), and positively correlated with the 

poverty rate (.53).   

42
 When there are only four transactions, a single outlier can have a large impact on the median housing 

value for a given tract in a given year, which, in turn, can lead to extreme values of home value 

appreciation.  When I did not include the threshold, the number of transactions per tract was strongly 

associated with the absolute value of the standardized home value appreciation score.  In other words, tracts 

with fewer than four transactions were likely to have extremely high (appreciation greater than 200%) or 

extremely low (appreciation less than 50%, including cases of negative appreciation).  However, when I 

restricted the analysis to tracts with at least four transactions in each year, the number of transactions no 

longer had any impact on home value appreciation.   
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Appreciation 1990-2005 = [(Median Sales Price in 2005-Median Sales Price in 

1990)/(Median Sales Price in 1990)]*100 

 The main research question is whether or not neighborhoods which were initially 

predominantly white and subsequently saw a substantial increase in the proportion of 

neighborhood residents that were racial minorities have lower rates of property value 

appreciation than neighborhoods which are predominantly white and did not see a 

substantial increase in the proportion of neighborhood residents that were racial 

minorities.  To answer this question, it was important to first create working definitions 

for the term “predominantly white” and “substantial increase”.  I follow previous 

literature in this area in defining “predominantly white” as at least 85% white.  The figure 

of 85% white is a level of integration that whites have consistently reported as 

‘acceptable’ in surveys of preferences for neighborhood racial composition (Clark 1991; 

Farley, Fielding, and Krysan 1997; Krysan and Bader 2007).  In this survey research, a 

majority of whites listed a neighborhood which was less than 85% white as undesirable, 

and that may even prompt out migration.  However, other research has used a figure of at 

least 70% white as predominantly white, and some whites have reported feeling 

comfortable with that level of integration.  In the analysis presented in this chapter, I use 

the definition of ‘predominantly white’ being at least 85% white in 1990.  However, I 

also used a definition of “predominantly white” as 70% white, to see if this would change 

the results.  It did not substantially change them.
43

     

                                                           

43
 I have defined “racially transitioning” areas as at least 85% non-Hispanic White in 1990, and where there 

is an increase of at least 10 percentage points in the proportion of Black residents between 1990 and 2000.  

However, I also ran tests where I defined the “racial transitioning” areas as at least 70% non-Hispanic 

White in 1990 with an increase of at least 10 percentage points in the proportion of Black residents between 
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I defined “substantial increase” as an increase of at least 10 percentage points.  

Research has shown that people may respond to thresholds; for Quercia and Galster 

(2000), an increase smaller than 10 percentage points did not generate a response.  

Furthermore, other studies of racial change have used a 10 percentage point increase as 

the definition for racial transition (Anacker 2010; Ellen 1998).  Alternative definitions 

were also considered, but a 10 percentage point increase was the best fit for the data: 

defining “substantial increase” as larger than 10 percentage points, for example 20 

percentage points, would have severely limited the number of tracts which fit the criteria.  

Defining “substantial increase” as smaller than 10 points would have included too many 

census tracts which were still above 85% white by 2000, and thus not below the point 

where whites have reported ‘acceptable’ levels of integration.  I also ran independent t-

tests and found that neighborhoods which had an increase of at least five percentage 

points, yet smaller than 10 percentage points, were not substantially different than the 

predominantly white neighborhoods in terms of home value appreciation.  10 is the 

smallest increase that people respond to.  Therefore, consistent with the literature and 

with the results, I define “substantial increase” as an increase of at least 10 percentage 

points.  Combining “predominantly white” and “substantial increase,” as defined above, 

racially transitioning areas are areas which were at least 85% non-Hispanic white in 

1990, and where the proportion of black residents increased by at least 10 percentage 

                                                                                                                                                                             

1990 and 2000.  This increases the number of areas from 42 to 71.  However, the substantive results in the 

independent t-tests and in the regression equation are essentially identical.  The 71 cases are very similar to 

the 42 in terms of both socioeconomic status and the pattern of home value appreciation.  Defining racially 

transition as initially at least 85% White is a choice more consistent with the academic literature on racial 

transition and segregation preferences and which shows a greater contrast of racial shift from the 

predominantly White areas.     
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points between 1990 and 2000.  predominantly white areas are areas which were at least 

85% non-Hispanic white in both 1990 and 2000 and which have not seen an increase of 

more than 10 percentage points in the percentage of black residents.     

The Geography of Racial Transition 

 The following map, in Figure 4.1, shows the tracts of the five county 

Pennsylvania side of the Philadelphia metropolitan area, in a cloropleth map by the 

percentage of residents who are white in 1990.  The cross-hatching covers places for 

which I did not have enough data to calculate home value appreciation.  The blue areas 

are the areas that experienced racial transition between 1990 and 2000.  There are a few 

distinct patterns to point out.  First, the region as a whole is highly segregated, with a vast 

majority of the suburban areas being predominantly white in 1990, and for the most part, 

only the areas of Philadelphia have a large black population.  This is consistent with the 

large body of research that has documented that Philadelphia is among the most 

segregated metropolitan regions in the United States (Charles 2003; Massey and Denton 

1993).  Second, the vast majority of the racially transitioning areas are located in a border 

region, perhaps serving as a buffer between areas with a large percentage of black 

residents and areas which are almost exclusively white.  A large number of these are 

concentrated in two regions, either between Delaware County and West Philadelphia, or 

in Northeast Philadelphia.  Of the racially transitioning areas that are located in other 

suburban areas, every one of them is located next to an area that, even in 1990, already 

had a sizeable black population.  Thus the racially transitioned areas are not spatially 

isolated, but located between a predominantly white area and an area with a substantial 

black population.  
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Of the 878 tracts for which I had enough sales data for the analysis, only 42 fit the 

strict definition of racial transition.  Of the 42 racially transitioning census tracts, about 

one third of these were located in the region between Eastern Delaware County and West 

Philadelphia.   
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Figure Error! No text of specified style in document..1: Racial Segregation and the Location of Racially T

 

Figure 4.1: Racial Segregation and the Location of Racially Transitioning Areas, 1990-2000 
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West Philadelphia was a predominantly white area in the 1940’s and 1950’s, but 

by the 1980’s the area had become a predominantly black area.  Some of the whites who 

used to live in West Philadelphia during the early and mid-20
th

 centuries fled west to 

Delaware County (Adams et al. 1991).  Transition also occurred because, as the aging 

white population died off, younger whites were unwilling to replace them.  The map 

appears  to show that the pattern is repeating itself, with whites leaving the parts of 

Delaware County that are closest to the city  for sections of Delaware County that are 

further west, along with young white households refusing to move into Eastern Delaware 

County.  In fact, Delaware County is the only suburban area where the racially 

transitioning tracts are clustered together, and all of them are within the area of three 

adjacent school districts: William Penn School District, Upper Darby School District, and 

Southeast Delco school district.  As compared to these racially transitioning areas in 

Delaware County, the transitioning tracts located in Chester, Montgomery, and Bucks 

counties are more spatially isolated, and the degree of racial turnover is demonstrably 

lower.  In Chester, Montgomery, and Bucks Counties, the racially transitioning tracts 

experienced an average increase of 14 percentage points in the percentage of residents 

who are black.  However, in the cluster of transitioning areas of Delaware County, the 

percentage of black residents increased by over 20 percentage points in each tract, with 

the highest increase being 45 percentage points.  The following map details the location 

of racially transitioning tracts that are in the area between Eastern Delaware County and 

the Western part of the city of Philadelphia.  The map uses the same color scheme as the 

previous map, but zooms in to show, in detail, an area where many of the racially 

transitioning tracts are located.
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Figure 4.2: Location of Racially Transitioning Tracts Within School District Boundaries, 1990-2000 
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In the map shown in Figure 4.2, the purple lines represent school district 

boundaries; cross hatching again represents areas for which there were not enough data to 

calculate appreciation.  Within the boundaries of each school district, I have included the 

names of the school district.  The same cloropleth color scheme is used, demonstrating 

that many of the racially transitioning areas directly border a section of West Philadelphia 

that was predominantly black in 1990.  So it looks as if, between 1990 and 2000, blacks 

from West Philadelphia shifted further west into Delaware County, and the white 

population shifted away from those areas in response.  As the map shows, the racially 

transitioning areas are clustered mostly in two school districts in Delaware County: 

William Penn School District and Upper Darby School District, which both directly 

border West Philadelphia.  There is also a racially transitioning tract in the adjacent 

Southeast Delco School District.   

The Gradual Process of Racial Transition 

The data for this study are based on the decennial censuses.  Although there is an 

assumption that the racial change occurred gradually overtime, I cannot be certain of 

timing because the 10 year gap between the censuses does not allow a portrayal of how 

change occurred.  To test the assumption, I present a graph of the proportion of black 

students in the William Penn School District from 1990-2005.  Census tracts are 

geographically grouped within school districts, with most of the suburban school districts 

of the Philadelphia Metro Area containing between 10 and 15 census tracts.  The student 

body population of the school district is made up almost exclusively of tract residents.  

Therefore, the population, by race, of the school district is generally representative of the 

school-age-population of the residents of the census tracts which the school district 
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serves.  There are racial variations in the proportion of residents who actually attend their 

public school (as opposed to the local private school), with blacks being more likely to 

attend their local public school (Saporito and Sohoni 2006).  Furthermore, in racially 

transitioning areas, the percentage of blacks in the schools may be higher than the 

percentage of blacks who live in the corresponding census tracts because African-

American newcomers will tend to be younger, and therefore have more school-aged 

children, than the white incumbents.  Despite these two caveats, the school district racial 

distribution is generally a good indicator of the racial distribution of the population in the 

census tracts it encompasses.  In Figure 4.3, I present the scatterplot and regression line 

for the proportion of black students in William Penn School District by year.   

Figure Error! No text of specified style in document..3: Gradual Racial Transition
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The graph indicates a steady increase in the proportion of black students from 

1990-2005.  I also examined a graph (not pictured) of the proportion of black students in 

Figure 4.3: Gradual Racial Transition 
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the Upper Darby School District from the same time period, and the same trend is 

evident, albeit with a lower initial proportion black and a correspondingly lower 

proportion black by 2005.  The trend line of the school district proportion black validates 

the assumption of gradual racial transition during the 1990-2005 time period.     

Mean Comparisons and T-Tests 

For a comparison of how neighborhood racial change has an impact on housing 

values, I present results of independent t-tests comparing tracts which had gone through 

racial transition to tracts which were also initially predominantly white, yet did not 

undergo any racial transition and therefore remained predominantly white.  These 

comparisons can be seen in Table 4.1.   

The racial composition of the predominantly white neighborhoods did not change 

very much between 1990 and 2000.  In contrast, the racially transitioning areas were 

initially very similar in terms of the percentage of white residents: 93% white compared 

to 97% white.  However, by 2000, these neighborhoods were only 63% white.  Other 

than the racial shift, the main story is that, overall, the predominantly white areas were 

substantially higher status areas, with higher incomes, a higher proportion of college 

educated residents, and lower poverty rates in both 1990 and 2000.  Additionally, the 

median household income of the racially transitioning tracts actually slightly declined 

between 1990 and 2000, after adjusting for inflation, while the median household Income 

of residents in the predominantly white areas increased.  Furthermore, in 1990, in both 

areas about 24% of the residents were children.  By 2000, this number had increased to 

29% in racially transitioning areas and remained about 24% in predominantly white 

areas. Therefore, as a whole, not only were the residents of the racially transitioning areas 
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initially of a lower socioeconomic status as the residents in the predominantly white 

areas, they also, as a group saw a decline in their relative socioeconomic status.  In sum, 

incomes declined, the poverty rate increased, and the percentage of children went up.     
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T

Percent 

White

Percent 

Black

Percent 

College 

Educated

Median 

Household 

Income
1

Percent 

Below 

Poverty Line

Percent Age 

<18

Racially Transitioning 

(n=42)
93% 4% 30% $37,430 11% 24%

Predominately White 

(n=483)
96% 2% 50% $57,835 4% 24%

t-test
2

p<.001 p<.001 p<.001 p<.001 p<.001 p=0.872

Percent 

White

Percent 

Black

Percent 

College 

Educated

Median 

Household 

Income

Percent 

Below 

Poverty Line

Percent Age 

<18

Racially Transitioning 

(n=42)

63% 28% 36% $36,441 17% 29%

Predominately White 

(n=483)

93% 3% 57% $62,957 5% 24%

t-test
2

p<.001 p<.001 p<.001 p<.001 p<.001 p<.001

2
 Two-Tailed Test

Table 4.1: Racially Transitioning Areas vs. All Predominately White Areas

1990

2000

1
 1990 Median Household Income adjusted to 2000 Dollars

able 0.1: Racially 

Transitioning Areas vs. All Predominantly White Areas 
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For the next step in the analysis, I compare the racially transitioning areas to 

predominantly white areas which were similar in socioeconomic status in 1990. 

Comparing the racially transitioning areas to all predominantly white areas is not 

meaningful since the predominantly white areas were considerably wealthier in 1990.  

From all tracts which were predominantly white, I selected only those which were 

initially comparable to the racially transitioning areas in terms of the SES of the 

neighborhood residents.  In the next paragraph, I describe how I defined “initially 

comparable.”  A comparison with the entire group of 483 predominantly white tracts 

would not have provided much evidence that differences in home value appreciation were 

due to the shift in racial composition.  Rather, it would have looked as if the differences 

were due to the higher socioeconomic status of the predominantly white areas.  By 

selecting areas that are comparable in terms of the socioeconomic status of the 

neighborhood residents in 1990 (before any racial shift), it can be seen how the 

socioeconomic status of the neighborhoods shifted along with the racial change.  In his 

racial proxy theory, David Harris argues that if housing prices are impacted by racial 

change, it must be due to the lower socioeconomic status of the neighborhood residents 

(Harris 1999).  The results presented here will show whether or not the socioeconomic 

status of the neighborhood residents shifted along with racial change.   

I define “initially comparable in terms of socioeconomic status” as areas where 

residents have similar incomes and education levels.  I chose median household income 

and the percent college educated because income and education are the two constructs 

most strongly associated with socioeconomic status, especially among those that study 
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segregation and neighborhood shifts (Clark 2009; Harris 1999).  Among the 42 racially 

transitioning areas, the distributions of both median household income and the percentage 

of residents that are college educated are slightly positively skewed.  Therefore, instead 

of selecting predominantly white areas with median household incomes less than the 

highest among the racially transitioning area, I selected them based on the 90
th

 percentile.  

Of all 483 predominantly white tracts, I selected those where both the percentage college 

educated in 1990 and the median household income in 1990 were less than or equal to the 

90% percentile of the average racially transitioning area.  In 1990, the 42 racially 

transitioning areas as a whole had an inflation-adjusted average median household 

income of $37,429, and the 90
th

 percentile had a value of $47,592.  The 90
th

 percentile of 

the proportion of residents who were college educated was 50.66%.  Therefore, I selected 

those predominantly white areas which, in 1990, had inflation-adjusted median household 

incomes of $47,592 or less and where 50.66% or a smaller percentage of the residents 

had a college education.      

This selection procedure is conceptually similar to performing a cluster analysis, 

however, I already knew exactly how many groups I wanted, the size of group 1 (the 42 

tracts), and exactly which tracts these were, I just needed to find comparable 

predominantly white tracts, so I could not perform a cluster analysis.  Out of the total of 

438 predominantly white tracts, 140 predominantly white census tracts fit the criteria.  

This resulted in the following distribution in Table 4.2.
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Table 0.2: Comparison of Demographics of Racially Transitioning Tracts vs. Selected Predominantly White Tracts 

Percent 

NonHispanic 

White

Percent Black Percent BA+

Average 

Median 

Household 

Income
1

Percent In 

Poverty

Percent Aged 

< 18

Racially Transitioning 

(n=42)

92.9 4.4 30.0 $37,430 10.8 23.7

Predominately White 

(n=140)

97.3 1.3 31.8 $35,950 6.0 22.9

t-test
2

p<.001 p<.001 p=.401 p=.410 p<.001 p=.326

Percent 

NonHispanic 

White

Percent Black Percent BA+

Average 

Median 

Household 

Income

Percent In 

Poverty

Percent Aged 

< 18

Racially Transitioning 

(n=42)

62.8 28.3 36.1 $36,441 17.3 28.9

Predominately White 

(n=140)

94.0 2.9 39.2 $43,771 7.6 23.2

t-test
2

p<.001 p<.001 p=.172 p=.001 p<.001 p<.001

2
 Two-Tailed Test

Table 4.2: 

Comparison of Demographics of Racially Transitioning Tracts vs. Selected Predominately White Tracts

1990

2000

1
 1990 Median Household Income adjusted to 2000 Dollars
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In Table 4.2, consistent with the intent of the selection, there are not significant 

differences in the median household income or the percentage of residents who are 

college educated in 1990. However, the racially transitioning areas still have a higher 

poverty rate in 1990 than the predominantly white areas.  The higher poverty rate, despite 

the similar rates of college education and similar incomes may be due to a larger range of 

incomes in the transition areas.  Overall though, the two areas are reasonably comparable 

in terms of socioeconomic status in 1990.  By 2000, however, the two areas are trending 

in different directions.  Adjusting for inflation, the median household income declined in 

the racially transitioning areas, meaning that, on average, high income households chose 

not to live in these areas.  In addition, the poverty rate increased substantially.  You can 

also see from Table 4.2 that there are more children in the racially transitioning areas.  By 

the year 2000, there are clear differences in the socioeconomic status of residents of the 

areas that transitioned compared to the areas which did not transition.  The largest 

differences are between the median household income and the poverty rate.  Incomes are 

significantly higher in the predominantly white areas by 2000, and the poverty rate is 

much higher.  Even though the difference in the percentage of residents who are college 

educated is not significant, this is also an area where the predominantly white areas have 

an advantage by 2000.  These areas were similarly situated in terms of socioeconomic 

status in 1990, but as the decade wore on, the racially transitioning areas are of 

measurably lower socioeconomic status.  Next, in Table 4.3, I present a comparison of 

rates of home value appreciation between the two areas during the 1990 to 2005 time 

period.     
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Table 0.3: Racially Transitioning Areas vs. Selected Predominantly White Areas, Home Values 

1990-1995 1995-2000 2000-2005

Cumulative 

Appreciation: 

1990-2005

Racially Transitioning 

(n=42)
-1.3 -4.0 75.5 61.2

Predominately White 

(n=140)
-3.1 7.3 95.7 99.3

t-test
1

p=.581 p<.001 p=.005 p<.001

1990 1995 2000 2005

Racially Transitioning 

(n=42)
$69,629 $67,314 $65,024 $115,678

Predominately White 

(n=140)
$94,932 $91,790 $99,125 $185,432

t-test
1

p<.001 p<.001 p<.001 p<.001

1
Two-Tailed Test

Home Value Appreciation

Housing Values by Year

Table 4.3: Racially Transitioning Areas vs. Selected Predominately White Areas, Home Values
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Between 1990 and 1995, home values did not appreciate significantly differently 

between the racially transitioning areas and the predominantly white areas; this was a 

relatively slow period in the housing market where most homes saw moderate losses in 

value due to the recession of the early 1990’s.  Both the predominantly white areas and 

the racially transitioning areas saw slight decreases in housing values during this time.  

However, from 1995-2000, a time of moderate economic recovery and growth in housing 

values in pace with historical averages, a clear difference emerged between the two areas.  

Of the three five-year time periods for which I was able to calculate home value 

appreciation, the 1995-2000 time period is most in line with typical historical averages of 

one to two percent annual increases in housing values.  However, during this time period, 

racially transitioning areas performed far worse than the predominantly white areas.  It is 

important to note that homes in the racially transitioning areas saw an absolute drop in 

housing values during this time period, so that by 2000, homes purchased in 1995 were 

worth less than they were at purchase.  On the other hand, homes in the predominantly 

white areas saw moderate increases.  These differences are statistically significant.  It is 

also interesting to note that the 1995 to 2000 time period is when the minority presence in 

these neighborhoods likely shifted to being visible because, based on the school data, the 

percentage white probably dropped below 85% by 1997.  It is likely that realtors and 

prospective buyers would have reacted to the changing racial composition.  Therefore the 

difference in home value appreciation during this time period is particularly troubling for 

the future.  
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From 2000 -2005 the housing market boomed, interest rates were at historical 

lows, and home values appreciated more quickly than at other times (Wheaton and 

Nechayev 2008).  Home values in both the racially transitioning areas and the 

predominantly white areas increased dramatically.  However, there was still a significant 

difference between the two areas, with the predominantly white areas performing 

significantly better than the racially transitioning areas.   

Nationally, it was a housing price “bubble” and it collapsed in 2008 (Coleman, 

LaCour-Little, and Vandell 2008; Wheaton and Nechayev 2008).  Although Philadelphia 

did not see a major collapse in home prices the way parts of California and Florida have, 

the gains in home value appreciation realized between 2000 and 2005 in Philadelphia 

have disappeared.  Overall, the differences in home value appreciation from 1995-2000 

and from 2000-2005 add up to a large cumulative disadvantage for racially transitioning 

areas.  From 1990-2005, the typical predominantly white area saw the value of their 

homes nearly double, with a 99.29% increase.  The typical racially transitioning area saw 

only a 61.20% increase in the value of their homes.  Were it not for the housing boom of 

2000-2005, racially transitioning neighborhoods may have lost value during the study 

period, while predominantly white neighborhoods saw modest gains.  Overall, I have 

shown that racially transitioning neighborhoods saw modest declines in the 

socioeconomic status of the residents from 1990 to 2000, and that these racially 

transitioning areas also saw much lower rates of home value appreciation from 1990 to 

2005.  The next section will present similar comparisons for neighborhoods that 

experienced a different kind of racial shift.    
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Diverse-Transitioning Neighborhoods vs. Predominantly White 

Neighborhoods 

A second key research question was how housing values appreciated in 

neighborhoods that underwent racial transition but for which African-Americans were not 

the largest racial minority group.  For the purpose of this paper, I refer to these areas as 

‘diverse transitioning’ areas.  Sociological theorists of racial inequality have argued that 

whites do not have the same negative response to latinos and asians as they have to 

blacks, and therefore, housing values may not react as negatively to these groups.  For 

instance, Joe Feagin argues about the existence of a “Black-to-White” status continuum 

in the minds of Americans (Feagin 2006).  Feagin states that in all spheres of American 

economic, political, and social life, whites are the dominant racial group and are given 

preferential treatment.  Whites collectively use their power to suppress racial minorities, 

and in their attempt to maintain a racial hierarchy, latinos and asians are given 

preferential treatment over blacks.  According to this theory, diverse transitioning areas 

should not be doing as well as comparable white neighborhoods, but they should be 

doing better than the black racially transitioning areas.   

Research on racial segregation generally supports Feagin’s idea of a black-to-

White status continuum, with most evidence showing that in metro regions across the 

United States, latinos and asians are less segregated from whites than blacks are (Alba et 

al. 1999; Emerson, Yancey, and Chai 2001).  There are few research studies that 

explicitly look at the difference between blacks, latinos, and whites in the housing 

market, but these studies mostly support Feagin’s black-to-white status continuum as well 

(Flippen 2004; Macpherson and Sirmans 2001).  Flippen finds that latinos have greater 
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returns to their housing investments than blacks, while Macpherson and Sirmans found 

that the percentage of latino residents has a positive impact on housing values while the 

percentage of black residents has a negative impact.  Emerson, Yancey, and Chai found 

in preference surveys that asian and latino racial composition does not matter to whites, 

but that whites do look to avoid blacks (Emerson, Yancey, and Chai 2001).   

However, there is another body of literature that challenges the idea of the black-

to-white status continuum (Clapp, Nanda, and Ross 2008; Farrell 2008).  Clapp, Nanda, 

and Ross found that in the state of Connecticut, an increase in the percentage of latinos, 

rather than an increase in the percentage of blacks, caused the greatest decline in property 

values.  Kyle Crowder, using longitudinal data from the Panel study of Income dynamics, 

found that whites are most likely to move out of an area when the surrounding area is 

racially diverse (Crowder and South 2008).  If Crowder is correct, than diverse transition 

neighborhoods should actually have lower property value appreciation rates than the 

black-racially transitioning neighborhoods.  If Feagin’s idea of a black-to-White status 

continuum holds in the housing market, then diverse transition neighborhoods should 

have higher property value appreciation rates than the black-Racially Transition 

neighborhoods but lower property value appreciation rates than the predominantly white 

neighborhoods.        

To begin to examine this issue, I present Table 4.4, which compares the ‘diverse 

transition’ areas to all predominantly white areas as a whole.  Then, using a similar 

process to the comparison of black racially transitioning tracts to the predominantly white 

tracts, I compare, in Table 4.5, diverse transitioning areas to predominantly white areas 

which were similar in socioeconomic status in 1990 to the diverse transition areas.  The 
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definition I used for “diverse-transition” used similar criteria as the selection of the racial 

transition areas, defining “predominantly white” as at least 85% non-Hispanic white in 

1990, and a “substantial increase” as at least a 10 percentage point increase in the 

percentage of residents who were either latino or asian.  One additional criterion was that 

the percentage point increase in the percentage of black residents could not be higher than 

10 points.  This insures that there is no overlap in the areas considered “racially 

transitioning” (primarily through an increase in the black population) and the “diverse-

transition” areas, where the shift in racial composition was primarily an increase in the 

percentage of latino residents or an increase in the percentage of asian residents, or both.  

Therefore, the diverse transition areas had to be at least 85% non-Hispanic white in 1990, 

have at least a 10 percentage increase in the combined percentage of latinos and asians by 

2000, and, the percentage point increase in the percentage of black residents could not be 

higher than 10 points.  There are 28 tracts that met these criteria.  Table 4.4 provides 

demographic descriptions for these 28 areas, as compared to the predominantly white 

areas.   

These areas were, on average about 92% non-Hispanic white in 1990, and only 

71% non-Hispanic white by 2000.  Notably, this is not as large of a decrease in the white 

population as occurred in the black-transitioning areas (as seen in Table 4.1, the black 

transition areas when from 93% white in 1990 to 63% white in 2000).  Still, it is a 

substantial shift in racial diversity that would be noticeable to the typical resident.  In 

2000, these 28 diverse transition areas are about 9% black, 9% asian and 11% latino.  As 

was the case with the Racially-Transitioning areas, these diverse transition areas are 

substantially less wealthy than the predominantly white areas, with lower median 
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household incomes, a lower proportion of college educated residents, and higher poverty 

rates.  Each of these differences is significant in both 1990 and 2000.   

In order to compare the diverse-transition areas against comparable 

predominantly white areas, I again selected based on median household income and the 

proportion of college educated residents.  I used the 90
th

 percentile to decide which areas 

to include.  In 1990, the 90
th

 percentile of the diverse transition areas had 42% of 

residents with a college education.  For median household income in 1990, the 90
th

 

percentile is at $47,000.  Therefore, from all 483 predominantly white areas, I selected 

those where the median household income was $47,000 or less and where 42% or fewer 

of the residents had a college education.  There were 112 Predominate white areas that fit 

this description.  Table 4.5 shows a comparison of the racial composition, neighborhood 

residents’ levels of college education, and median household income between the diverse 

transition areas and the selected predominantly white areas
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Table 0.4: Demographic Characteristics of Diverse Transition Areas vs. Predominantly White Areas 

Percent Non-

Hispanic 

White

Percent 

Black

Percent 

Asian

Percent 

Latino

Percent 

BA+

Median 

Household 

Income
1

Percent in 

Poverty

Percent 

Aged <18

Diverse-Transition Areas

(n=28)

92.1 2.4 2.6 2.8 28.9 $34,073 9.9 22.2

Predominately White Areas 

(n=483)

95.9 1.6 1.4 0.9 50.2 $57,835 3.7 23.6

t-test
2

p=.001 p=.199 p=.02 p=.001 p<.001 p<.001 p<.001 p=.097

Percent Non-

Hispanic 

White

Percent 

Black

Percent 

Asian

Percent 

Latino

Percent 

BA+

Median 

Household 

Income

Percent in 

Poverty

Percent 

Aged <18

Diverse-Transition Areas

(n=28)

70.9 8.6 9.1 11.1 36.0 $36,486 15.3 26.0

Predominately White Areas 

(n=483)

93.2 2.6 2.5 1.6 57.3 $62,957 4.6 24.4

t-test
2

p<.001 p<.001 p<.001 p<.001 p<.001 p<.001 p<.001 p=.108
1
 1990 Median Household Income adjusted to 2000 Dollars

2 Two-Tailed Test

Table 4.4: 

Demographic Characteristics of "Diverse Transition" Areas vs. Predominately White Areas

1990

2000
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These areas were, on average about 92% non-Hispanic white in 1990, and only 

71% non-Hispanic white by 2000.  Notably, this is not as large of a decrease in the white 

population as occurred in the black-transitioning areas (as seen in Table 4.1, the black 

transition areas when from 93% white in 1990 to 63% white in 2000).  Still, it is a 

substantial shift in racial diversity that would be noticeable to the typical resident.  In 

2000, these 28 diverse transition areas are about 9% black, 9% asian and 11% latino.  As 

was the case with the Racially-Transitioning areas, these diverse transition areas are 

substantially less wealthy than the predominantly white areas, with lower median 

household incomes, a lower proportion of college educated residents, and higher poverty 

rates.  Each of these differences is significant in both 1990 and 2000.   

In order to compare the diverse-transition areas against comparable 

predominantly white areas, I again selected based on median household income and the 

proportion of college educated residents.  I used the 90
th

 percentile to decide which areas 

to include.  In 1990, the 90
th

 percentile of the diverse transition areas had 42% of 

residents with a college education.  For median household income in 1990, the 90
th

 

percentile is at $47,000.  Therefore, from all 483 predominantly white areas, I selected 

those where the median household income was $47,000 or less and where 42% or fewer 

of the residents had a college education.  There were 112 Predominate white areas that fit 

this description.  Table 4.5 shows a comparison of the racial composition, neighborhood 

residents’ levels of college education, and median household income between the diverse 

transition areas and the selected predominantly white areas.  
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Table 0.5: Demographic Characteristics of Diverse Transition Areas vs. Selected Predominantly White Areas 

Percent Non-

Hispanic 

White

Percent 

Black

Percent 

Asian

Percent 

Latino

Percent 

BA+

Average 

Median 

Household 

Income
1

Percent in 

Poverty

Percent 

Aged <18

Diverse-Transition Areas

(n=28)

92.1 2.4 2.6 2.8 28.9 34,073$       9.9 22.2

Predominately White Areas 

(n=112)

96.7 1.2 0.9 1.0 29.7 35,272$       6.4 23.1

t-test
2

p<.001 p<.001 p=.002 p=.002 p=.673 p=.576 p=.022 p=.338

Percent Non-

Hispanic 

White

Percent 

Black

Percent 

Asian

Percent 

Latino

Percent 

BA+

Average 

Median 

Household 

Income

Percent in 

Poverty

Percent 

Aged <18

Diverse-Transition Areas

(n=28)

70.9 8.6 9.1 11.1 36.0 36,486$       15.3 26.0

Predominately White Areas 

(n=112)

93.0 2.9 1.8 2.1 37.2 42,797$       7.9 23.5

t-test
2

p<.001 p<.001 p<.001 p<.001 p=.631 p=.004 p=.002 p=.024
1
 1990 Median Household Income adjusted to 2000 Dollars

2
Two-Tailed Test

Table 4.5

 Demographic Characteristics of "Diverse Transition" Areas vs. Selected Predominately White Areas

1990

2000
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Once again, by design, there are no significant differences between the diverse 

transition areas and the selected predominantly white areas in the percentage of residents 

with a college education or in median household income in 1990.  Thus, in 1990, prior to 

any racial shift, these areas are very similar in terms of their neighborhood residents’ 

socioeconomic status.  The one exception is that the poverty rate is higher in the 

neighborhoods that end up transitioning.  The only other significant differences are in the 

racial composition of the neighborhood residents: about 8% non-White in 1990 compared 

to only 3% non-White in the non-transitioning areas.  However, by 2000, there are large 

differences in the socioeconomic status of the residents in the diverse-transition areas as 

compared to the predominantly white areas.  The Median household income is much 

higher in the predominantly white areas, and the poverty rate is almost twice as high in 

the diverse-transition areas.  These differences indicate that the most affluent people 

chose not to live in the diverse-transition areas.  These differences in socioeconomic 

status between 1990 and 2000 are similar to what occurred in the racially transition areas, 

as seen in Table 4.2.  However, while the median household income declined between 

1990 and 2000 in the racially transitioning areas, there was a slight increase in the median 

household income in the diverse transition areas.  Thus far I have demonstrated that the 

diverse-transition areas, just like the racially transitioning areas, saw declines in the 

socioeconomic status of the neighborhood residents as compared to similar 

predominantly white neighborhoods.  Next, in Table 4.6, I show how housing values and 

home value appreciation rates in the diverse transition areas compare to the 

predominantly white areas.         
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Table 0.6: Home Values and Home Value Appreciation in Diverse Transitioning Areas vs. Selected Predominantly 

White Areas

1990-1995 1995-2000 2000-2005

Cumulative 

Appreciation: 

1990-2005

Diverse-Transitioning 

(n=28)
-7.5 3.4 133.9 114.6

Predominately White

(n=112)
-4.0 5.8 99.2 99.1

t-test
1

p=.219 p=.482 p=.074 p=.285

1990 1995 2000 2005

Diverse-Transitioning 

(n=28)
$77,643 $73,028 $78,056 $160,846

Predominately White

(n=112)
$88,894 $85,715 $91,062 $173,731

t-test
1

p=.170 p=.136 p=.188 p=.410
1
Two-Tailed Test

Home Value Appreciation

Housing Values by Year

Table 4.6:

 Home Values and Home Value Appreciation in Diverse Transitioning Areas vs. 

Selected Predominately White Areas
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Overall, there were no significance differences in home value appreciation 

between the 28 diverse transition areas and the 64 predominantly white areas.  The 

housing market has not discounted these 28 areas due to their racial diversity.  This is a 

tremendous difference from the black racially transitioning areas which had substantially 

lower rates of home value appreciation than the predominantly white tracts.  Part of the 

reason for the difference may be the location, as the diverse-transition areas were largely 

located in Northeast Philadelphia and did not border any predominantly black areas.  The 

map in Figure 4.4 shows the location of the diverse-transition areas, a notable contrast 

from the map of the location of the racially transition areas which saw a large increase in 

the percentage of black residents.  The map shows that the diverse transition areas are 

spatially surrounded by predominantly white areas.  They are also not located in suburban 

school districts that have undergone racial transition.  The large contrast between the 

black-transition areas having substantially lower rates of home value appreciation, and 

the diverse-transition areas having rates of home value appreciation that are perfectly in 

line with predominantly white areas shows that the housing market as a whole has a 

particular aversion to an increase in black residents rather than an aversion to all forms of 

racial diversity.     
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Figure Error! No text of specified style in document..4: Location of Diverse Transition Areas

 

Figure 4.4: Location of Diverse Transition Areas 
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These findings are very much in line with Joe Feagin’s ideas of blacks being the 

most visible “other” that whites seek maximum distance from.  These findings seemingly 

contradict the research of Kyle Crowder, who suggested that whites were more likely to 

move away from areas where the non-White population was made of a diverse group as 

compared to areas where the non-White population was overwhelmingly black.   

I have so far demonstrated that at the bivariate level, racially transitioning 

neighborhoods have significantly lower levels of home value appreciation than 

predominantly white neighborhoods.  Next, I introduce a linear regression model which 

includes control variables for housing stock and a variety of neighborhood 

socioeconomic status characteristics.  If the negative impact of racial transition cannot be 

explained by these included control variables, then this is further dramatic evidence that 

the housing market responds negatively to an increase in black residents.   

Linear Regression Equations: The Impact of Racial Transition When Controlling 

for Neighborhood Socioeconomic Status and Housing Attributes 

In this section I present OLS equations to test whether status as a racially 

transitioning neighborhood still has a negative impact when controlling for both 

neighborhood socioeconomic status characteristics and housing stock characteristics.  

Three models are included, one which includes the suburban areas and the areas in the 

city of Philadelphia, a second model that includes only Philadelphia tracts, and a third 

model that includes only suburban tracts.  Instead of only the predominantly white tracts, 

each model includes all of the tracts for which I have enough data to calculate the 

dependent variable, which is home value appreciation from 1990-2005. 
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There is not a linear relationship between an increase in the proportion of black 

residents and home value appreciation.  For most values of the increase in the proportion 

of black residents, there is tremendous variation in home value appreciation.  Small 

increases in the percentage of black residents (for example, from 2% black to 5% black) 

have no impact on home value appreciation.  For neighborhoods which were not initially 

predominantly white, an increase in the percentage of black residents has no impact on 

home value appreciation.  For example, a neighborhood that was 60% black in 1990 and 

becomes 75% black by 2000 is not any worse off in terms of home value appreciation.  

Therefore, I did not include a continuous variable of the increase in the proportion of 

black residents into the OLS model because it violates the assumption of linearity.  

Instead, I included a dichotomous variable, which has a value of ‘1’ if the area is a 

racially transitioning area, and otherwise a value of ‘0’.  The predominantly white 

neighborhoods are the omitted category.  Dichotomous variables for the other 

neighborhood types are also included in the model, but are not displayed here.  The full 

model is displayed in chapter 7.   

The neighborhood socioeconomic status variables in the model include change in 

the median household income,
44

 the percentage of residents with at least a college 

education, and the percentage of residents who are children.   The housing stock control 

variables included in the complete model are the square footage of homes, the median 

                                                           

44
 Percentage change in the inflation-adjusted median household income from 1990-2009.  Income data 

from 2009 comes from the American Community Survey 5-year estimates, which has pooled data from 

2005-2009, in 2009 dollars.  Because the ACS tract level data are based on a smaller sample than the 

decennial census data, the standard errors are large.  To adjust, I ran bootstrapping models in Stata.  I also 

ran models using median household income from 2000 instead of the 2009 ACS data.   
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sale price in 1990, the average number of bedrooms, the percentage of old houses, and 

the percentage of homes that are detached, single family homes. 

The dependent variable, home value appreciation from 1990-2005, was re-coded 

because it was highly skewed (skewness statistic: 4.356).  The variable was highly 

skewed because there were 37 tracts where appreciation was extremely high, including a 

handful of tracts where housing prices more than quadrupled during the time period.  

These 37 tracts were mostly located in the areas around Central City Philadelphia, but 

also included areas in West Philadelphia and South Philadelphia.  Twenty-seven of these 

areas are located in some of the most affluent areas of the region, including Society Hill, 

Logan Circle, and Center City.  The other 10 areas initially had very low median home 

values (often $20,000 or less), and by 2005 ended up with values anywhere from $65,000 

to $80,000.  This includes a handful of tracts in the Kensington section of the city which 

were predominantly black in 1990, had very low median housing values, and by 2005 

still had below average housing values, but as a percentage of their initial value, 

appreciation was quite high.  Only three of the high appreciation areas were located in the 

suburban counties.  None of these areas is a racially transitioning area, nor are any of 

them adjacent to or even close to the racially transitioning areas.  To adjust the variable 

so it would more closely resemble a normal distribution, I recoded all appreciation values 

over 275 to equal 275.  The adjusted dependent variable appears in the regression 

equations presented in this chapter.  In separate tests, I also ran equations excluding these 

high areas entirely.  Excluding these areas did not change the significance of any of the 

key variables.  I also ran regression equations including the appreciation variable without 

transforming it.  Again, the significance of the independent variables did not change.  
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Finally, I also include a spatially lagged version of the dependent variable, and 

include it in the regression model as a way to test for spatial autocorrelation.  If the 

variable is significant, it indicates that values in adjacent neighborhoods are similar, and 

surrounding neighborhoods have an impact on the home value appreciation of each 

neighborhood.  The spatially lagged variable was created using the GeoDa program 

(Anselin, Syabri, and Kho 2006).  Table 4.7 contains the results of the linear regression 

equation including both Philadelphia and the suburbs.
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Table 0.7: Linear Regression Equation Predicting Rate of Home Value Appreciation, Controlling for Housing Stock 

Variables, SES, and Neighborhood Transition 

b SE t-ratio

(Constant) 84.834*** 15.076 5.630

Median Sale Price of Homes, (1990) ($1,000's) -0.551*** .080 -6.870

Average Bedrooms per House, (2000) 3.190 7.200 .440

Percentage of Homes that are Detached, Single Family Homes, (2000) 0.298** .095 3.130

Percentage of Homes Built Prior to 1939 (2000) 0.375*** .099 3.810

Square Footage of Homes, (2000) 0.017* .007 2.310

Change in  Median Household Income, 1990-2005 0.077*** .022 3.440

Proportion of Residents with College Degree, (2000) 0.765*** .193 3.970

Proportion of Residents who are Children 18+, (2000) -2.585*** .455 -5.680

Racial Transition Area
1 -31.534*** 7.342 -4.290

Spatial Weight Variable 0.221*** .033 6.750

n=876

1
Racial Transition=1; Omitted Category: Predominantly White; other neighborhood types not shown

* Significant at .05 Level (Two-Tailed)

** Significant at .01 Level (Two-Tailed)

*** Significant at .001 Level (Two-Tailed)

+Significant at .05 Level (One-Tailed)

Dependent Variable: Home Value Appreciation, 1990-2005

R-Squared: .305

Table 4.7: Linear Regression Equation Predicting Rate of Home Value Appreciation, Controlling for 

Housing Stock Variables, SES, and Neighborhood Transition
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Results 

 The main finding from the OLS equations is that, even when controlling for 

neighborhood socioeconomic status and housing stock variables, racial transition has a 

negative impact on home value appreciation.  On average, all areas saw home value 

increases of 83.83% from 1990 to 2005.  However, the appreciation in racially 

transitioning areas was 31.53 percentage points lower, so they increased by only 52% 

during the same time period.  This effect is large and substantial, demonstrating that even 

when controlling for other variables, an increase in the proportion of black residents has a 

negative impact on home value appreciation. 

In terms of the neighborhood socioeconomic status variables, the proportion of 

college educated residents, the percentage of residents who are children, and the change 

in median household income are each significant predictors of home value appreciation.  

Neighborhoods which had a higher proportion of college educated residents had higher 

rates of home value appreciation.  Neighborhoods where the median household income 

increased between 1990 and 2000 had higher rates of home value appreciation.  This is 

essentially an indicator that higher income individuals moved into these neighborhoods, 

and it follows that higher income individuals would have had the capability to spend 

more on housing, thus driving housing prices up.  Also, neighborhoods with a higher 

proportion of residents who are children had lower rates of home value appreciation.  

This is likely due to the fact that families with children are at an earlier stage of their 

lifecycle and are not able to afford housing in the rapidly appreciating areas.  Areas with 

the highest rates of home value appreciation were attracting either childless residents or 
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residents whose children are already grown and live elsewhere. However, this equation 

demonstrates that even controlling for the age structure of the population, the housing 

market specifically responds negatively to the presence of African-Americans.       

  Of the housing stock control variables, the square footage, the price in 1990, the 

percentage of old houses, and the percent of single, detached units are each significant 

predictors of home value appreciation.  On average, neighborhoods with larger homes 

had higher rates of home value appreciation.  For every additional 100 square feet of 

average house size, home value appreciation increased by 1.7 percentage points.  This 

finding of a positive impact of home size is consistent with the literature on home price 

appreciation (Kiel and Carson 1990).  The sale price had the opposite impact: 

neighborhoods with the highest priced houses in 1990 had slightly lower rates of home 

value appreciation.  The coefficient of -.551 indicates for every additional $10,000 in 

1990 home values, home value appreciation rates were 5.51 percentage points lower.  

This negative impact of home value is likely due to the simple fact that the larger the 

initial value, the lower the appreciation for the same gain.  For example, if neighborhood 

‘A’ had median home values of $100,000 in 1990, and neighborhood ‘B’ had median 

home values of only $50,000, and each increased by $50,000 by 2005, neighborhood ‘B’ 

would have an appreciation double that of neighborhood ‘A’ even though they increased 

by the same dollar amount.  Thus, the negative impact of 1990 median home value is not 

particularly surprising.   

Areas with a high percentage of housing built in 1939 or earlier had higher rates 

of home value appreciation.  Many of these neighborhoods with the highest percentage of 

old housing units had low housing values in 1990, so they may have been targeted for 
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rehabilitation by speculators during the housing boom.  Areas with a higher percentage of 

single, detached housing units had higher rates of home value appreciation.  Single, 

detached housing units are more attractive to many buyers due to the added level of 

privacy afforded by detached housing units, as compared to row houses.       

 Next, in Table 4.8, I present a model which includes only the areas in the city of 

Philadelphia.  All of the same variables are included, however, the significance of many 

of the variables changes. 

There is a small increase in the adjusted-R-Squared value, going from .305 to 

.349.  In this model, all of the same housing control variables and SES control variables 

are significant except for the Square Footage of the Homes, which is not significant.  

Status as a racially transitioning neighborhood still has a large, negative, statistically 

significant impact on home value appreciation.  The other main difference between this 

Philadelphia model and the model of all areas combined is that the spatial weight variable 

is no longer significant, indicating that there is not a problem of spatial autocorrelation in 

the model, and the home value appreciation of nearby areas is not a significant predictor 

of home value appreciation in each individual area.      
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Table 0.8: Linear Regression Equation Predicting Home Value Appreciation Rates, Philadelphia Areas Only 

b SE T-Ratio

(Constant) 196.221*** 44.097 4.45

Median Sale Price of Homes, (1990) ($1,000's) -1.421*** 0.307 -4.63

Average Bedrooms per House, (2000) -15.084 12.267 -1.23

Percentage of Homes that are Detached, Single Family Homes, (2000) 1.230** 0.460 2.67

Percentage of Homes Built Prior to 1939 (2000) 0.515* 0.203 2.54

Square Footage of Homes, (2000) 0.008 0.006 1.32

Change in  Median Household Income, 1990-2005 0.132* 0.056 2.35

Proportion of Residents with College Degree, (2000) 2.070*** 0.623 3.32

Proportion of Residents who are Children 18+, (2000) -2.830* 1.173 -2.41

Spatial Weight Variable 0.043 0.089 0.49

Racial Transition Area
1 -51.371*** 14.304 -3.59

n=318

Dependent Variable: Home Value Appreciation, 1990-2005

R-Squared: .349
1
Racial Transition=1; Omitted Category: Predominantly White

* Significant at .05 Level (Two-Tailed)

** Significant at .01 Level (Two-Tailed)

*** Significant at .001 Level (Two-Tailed)

+Significant at .05 Level (One-Tailed)

Table 4.8: Linear Regression Equation Predicting Home Value Appreciation Rates, Philadelphia Areas Only
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The sales transactions data I obtained for Philadelphia did not have nearly as 

much information as the data I obtained from the four suburban counties.  Therefore, in 

Table 4.9, I present a separate model for the suburban counties which includes different 

key variables.  Instead of the square footage of the homes in 2000 (the only year for 

which data from Philadelphia was available), I used the square footage of the homes in 

2005, which is more recent and is therefore even more closely related to home value 

appreciation from 1990-2005.  I also include two variables on the housing style that were 

not available for Philadelphia.  The first of these two variables is the percentage of homes 

that are Row Homes.  Areas with Row homes may have had lower rates of home value 

appreciation, as these homes are generally older, closer to neighbors, and generally less 

attractive to home buyers.  I also included a second variable related to housing type, the 

percentage of homes that are ‘Colonial’ housing style.  This category includes Tudor, 

Victorian, Colonial, and Contemporary housing designs which are, on average, 

substantially more expensive than the typical single family style.  Together, the “percent 

row homes” variable and the “percent colonial” variable are used to replace the “percent 

single, detached houses” variable which was used in the models including Philadelphia 

cases.       
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Table 0.9: Linear Regression Predicting Rates of Home Value Appreciation, Suburbs Only 

b SE T Ratio

Constant 83.557*** 9.089 9.19

Median Sale Price of Homes (1990) -0.749*** 0.055 -13.67

Average Square Footage of Homes in Tract (2005) 0.062*** 0.004 14.7

Percentage of Homes that are Row Homes (2005) -0.521*** 0.085 -6.09

Percentage of Homes that are Colonial Style (2005) 0.254*** 0.082 3.1

Percentage of Housing Units Built Prior to 1939 (2000) 0.1156 0.103 1.12

Change in Median Household Income, 1990-2005 0.0177 0.014 1.22

Proportion of Residents with College Degree (2000) 0.204+ 0.122 1.67

Proportion of Residents who are Children Aged < 18 (2000) -1.891*** 0.304 -6.23

Spatial Weight 0.168*** 0.025 6.66

Racially Transitioning
1

-19.642** 6.993 -2.81

n=558

R-Squared: .6061

Dependent Variable: Home Value Appreciation, 1990-2005
1
Racially Transitioning=1; Omitted Variable: Predominantly White, Other Neighborhood Coefficients Not Shown

* Significant at .05 Level (Two-Tailed)

** Significant at .01 Level (Two-Tailed)

*** Significant at .001 Level (Two-Tailed)

Table 4.9: Linear Regression Predicting Rates of Home Value Appreciation, Suburbs Only
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The inclusion of the additional housing stock control variables, and the more 

recent data on the square footage, has substantially boosted the r-squared value, from 

.305 to .606.  Of the additional variables, only the Percentage of Homes that are Row 

Homes is statistically significant.  However, the more recent data on the square footage of 

homes in the tract is significant at the .001 level, where in the Philadelphia-only model, 

the square footage of homes in 2000 was not significant at even the .05 level.  It may be 

the case that the size of the residential housing unit is more important in the suburbs than 

in Philadelphia.  Despite the inclusion of additional housing stock control variables, once 

again, status as a racially transitioning area has a large, negative, statistically significant 

impact on home vale appreciation.  This is a very consistent finding across several 

different variations of these models that I have run.   

Each model met the assumptions of ordinary least squares regression.  For each 

model, the residuals are normally distributed.  VIF scores are well-below 10, and no two 

independent variables have a Pearson-product correlation higher than .7, therefore multi-

colinearity is not a problem.  I checked cases for large values of Cook’s distance to see if 

any case had a large impact on the model, and there were no problems there.   

Overall, the suburban model accounts for roughly 61% of the variation in home 

value appreciation rates across the study area.  I suspect that variation in residents 

perceptions of school quality would account for a large portion of the unexplained 

variation.  This will be covered directly in the next chapter with an HLM equation 

including school district demographics and school quality indicators as level-2 variables, 
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and tract level socioeconomic status, housing characteristics, and racial change as level-1 

variables.   

 

Discussion 

 

William Julius Wilson’s the Declining Significance of Race argues that the main 

barrier preventing the majority of African-Americans from achieving middle class status 

is no longer pervasive institutional racism, but concentrated poverty (Wilson 1987).  I 

argue that one major reason why blacks have since not been able to maintain middle class 

status is the way that the housing market continues to operate against them.  Specifically, 

the way that the housing market responds to an increasing proportion of blacks presents 

the accumulation of wealth over the lifetime that could greatly benefit the children of the 

blacks who do achieve middle class status.  The research I have presented here, combined 

with the previous literature, has shown definitively that the housing market continues to 

undervalue racially integrated neighborhoods specifically because they are integrating.  

Thus it is inevitable that a majority of African-Americans who can afford to purchase a 

house and geographically move out of the segregated neighborhoods of concentrated 

poverty, eventually wind up in neighborhoods that become re-segregated.  Compared to 

their white peers, blacks are at a disadvantage in their ability to realize financial gains 

from their tenure as homeowners.  Their geographic move out of the pockets of 

concentrated poverty does not prevent them from unfair treatment in the housing market.  

Ultimately a lack of inter-generational economic mobility is one unfortunate outcome of 

the racial turnover of an integrating neighborhood.  Furthermore, as the cases of William 
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Penn and Upper Darby school districts demonstrate, racial turnover in the school districts 

is even more quick and uni-directional than neighborhood racial turnover.  If a black 

family moved out of West Philadelphia to avoid segregation and concentrated poverty, 

within 10 years, the inner-ring suburb of Delaware County that they moved into is now 

also home to segregated schools, and stagnant or declining home values.  Thus it is the 

housing market as an institution, and a society as a whole that is wary of black presence 

that is the huge challenge to African-American upward mobility.  Non-racial factors such 

as the socioeconomic status of the neighborhood residents cannot explain these results.  

These results also support Feagin’s view of black-exceptionalism in the manner in which 

the housing market reacts to their presence.  Only an increase in the proportion of black 

residents has a negative impact on home value appreciation; there is no evidence that the 

housing market discounts areas as a result of an increased asian or latino presence.   

In the next chapter, I will use hierarchical linear modeling to test whether school 

district racial transition has a larger impact than neighborhood racial transition on 

property value appreciation.     



126 

 

CHAPTER 5 

THE IMPACT OF SCHOOL DISTRICTS ON HOME VALUE APPRECIATION 

 

 This chapter of the dissertation will expand on the results from chapter four by 

adding characteristics of the local school districts to the model which predicts home value 

appreciation.  First, I will provide a brief literature review of the impact of school 

districts on housing prices and a theoretical background to explain why the school district 

attributes matter to the value of housing.  Following the literature review, I will explain 

the use of Hierarchical Linear Modeling (HLM) as a methodological tool and the 

advantages of HLM over OLS.  Next, I will discuss the school district data I obtained and 

the manner in which I formatted key variables for the equation.  I present a series of 

results which show that attributes of school districts do have an impact on rates of home 

value appreciation, even when controlling for attributes of the neighborhoods.  I end 

comparing the rates of home value appreciation in adjacent neighborhoods that are in 

different school districts.     

Literature Review: School Attributes Matter 

 When real estate professionals and academics alike refer to the three most 

important aspects of the price of housing as “location, location, location,” the local school 

district is often a prime consideration (Kiel and Zabel 2008).  In fact, school districts are 

among the most important public resources that homebuyers are concerned about when 

they are deciding where to purchase a house (Jud and Bennett 1986).
45

   Among 

homeowners in Philadelphia, more than 60% listed “Good Schools” as a consideration 

                                                           

45
 Other considerations listed by homebuyers are the price of housing and the safety of the area 
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which heavily influenced their choice of neighborhood (Adams, Bartelt, Elesh, and 

Goldstein 2008).  Furthermore, housing markets can be segmented by school districts, as 

certain homebuyers will only consider houses that would enable their children to attend a 

school district they favor.  Homebuyers have been shown to be extremely sensitive to 

their perceptions of school quality when they decide which neighborhoods they are 

willing to consider (Seo and Simons 2009).  Overall, school districts can be a major 

driver of local housing demand.   

 As perceptions of school quality can segment the housing market, research has 

shown that the racial composition of the student body population can drive perceptions of 

school quality.  Although school districts have made test score performance publically 

available, more often residents’ perceptions of school quality are primarily based on word 

of mouth (Goyette 2008).  Furthermore, these perceptions of school quality are often 

associated with the racial composition of the school district (Farrie 2008).  Parents of 

school-aged children often have negative perceptions of integrated or majority black 

schools even when the test scores are overwhelmingly positive (Farrie 2008). 

Furthermore, whites are likely to consider alternative schooling options as the school 

becomes more and more racially diverse (Renzulli and Evans 2005; Saporito and Sohoni 

2006).   

Despite the evidence that school districts can segment housing markets, few 

researchers have investigated the impact of school district racial composition on property 

values.  Most of the research that has attempted to measure the impact of school on the 

local housing market has been done by economists (Bayer, Ferreira, and McMillan 2007; 

Black 1999; Clapp, Nanda, and Ross 2008; Dougherty, Harrelson, Maloney, Murphy, 
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Smith, Snow, and Zannoni 2009; Kane, Riegg, and Staiger 2006).  When separating 

neighborhood effects from school effects, economists have tended to use a boundary 

model.  This involves a comparison of two or more neighborhoods which are 

geographically adjacent, but which are located on opposite sides of a school district 

attendance boundary line (Bayer, Ferreira, and McMillan 2007; Black 1999; Dougherty 

et al. 2009).  The downside is that they have each needed to focus on a very small study 

area in order to properly execute this approach.  Dougherty et al (2009) focus on one 

suburban community of 60,000 residents.  Likewise, both Black (1999) and Bayer, 

Ferreira, and McMillian (2007) compare only two suburban communities.  Each of the 

researchers focused on elementary school attendance boundaries, rather than school 

district boundaries.       

One other common theme of the economic research is that the selected study 

areas are often places where the school district policy on desegregation has recently 

shifted (Dougherty et al. 2009; Kane, Riegg, and Staiger 2006).  Therefore there is an 

additional component of the hassle of busing to which homebuyers may be responding, 

rather than responding directly to the racial composition of the student body.     

 Of the economists who have studied the school district racial composition, many 

measure race as simply the percent minority, without distinguishing between blacks, 

asians, and latinos (Dougherty et al. 2009).  This approach may be obscuring differences 

between racial groups.  It is unlikely that whites have the same response to asians and 

blacks.  The proper approach to modeling racial diversity in the school districts will 

depend on which racial minority group is the largest and the most visible, as well as the 

history of race relations in the specific metropolitan area.  In the Philadelphia area, the 
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presence of blacks elicits the most response by far.  In the results presented in chapter 

four, I did not find any negative response at the neighborhood level when the latino or 

asian population increased.  Therefore, instead of focusing on the non-white population, I 

will be focusing specifically on the black population in the school districts.   

The findings of these different studies are contradictory.  Of this group of 

research, Bayer, Ferreira, and McMillian (2007) find that home prices do not respond to 

school district racial composition when controlling for neighborhood attributes.  

Furthermore, Kane, Riegg, and Staiger (2006) says schools have a marginal impact on 

home values after controlling for neighborhood demographics and housing attributes.  

Black (1999), who did not include the racial composition of the school district as an 

explanatory variable, found that school test scores can have a large impact on housing 

values on either side of the boundary.  However, Clapp (2008) and Dougherty et al. 

(2009) find race is very important, and has more of an impact on housing prices than 

school test scores.   

 This research project will improve upon the work of economists in three specific 

ways.  First, instead of focusing on the impact of individual elementary schools within 

one or two suburban communities, I focus on the comparison between entire school 

districts.  I include school districts from four suburban counties.  This is a much larger 

study area than what has been used in the economic literature.  Second, unlike the 

economists’ research, shifts in busing are not a consideration during the study period in 

the area that I focus on.
46

  Therefore, the results presented here will reflect how 

                                                           

46
 Among the suburban school districts in this study, there have not been any major shifts in court ordered 

or voluntary busing as a means toward desegregation between 1990 and 2005.    
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homebuyers respond to school district racial composition, rather than how they respond 

to a shift in busing policy.  Third, I specifically model the impact of the percentage of 

black students instead of the generic “percent non-white.”     

Methods: HLM as a supplement to OLS Regression 

 Hierarchical Linear Modeling (HLM) is a type of multi-level statistical procedure 

designed to distinguish the effects of variables measured at different levels of 

aggregation.  In this instance, I seek to distinguish the effects on home values of 

neighborhoods (census tracts) from those of school districts.  In the state of Pennsylvania, 

neighborhoods are all geographically clustered into school districts, with each 

neighborhood matched with one school district, and each school district consisting of a 

cluster of neighborhoods (many to one).  It is a classic example of a multi-level social 

relationship.   

Features of the school district may be having an impact on the home value 

appreciation of the neighborhoods located within the district.  Residents of a given 

neighborhood are generally restricted to sending their children to either their local school 

district financed by their property taxes, or they must pay additional money out of pocket 

for private school.  Therefore, when homebuyers are deciding which neighborhood to 

move into, their opinions of the quality of the local school district will play a heavy role.   

Even homebuyers without school-aged children may be sensitive to the quality of the 

school district if they believe that, in the future, the price of their home will be affected 

by the school district. 

A multi-level relationship of neighborhoods and school districts cannot be 

modeled using OLS.  To examine variation between school districts by using OLS, I 
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would need to aggregate all of the sales data to the district level; but to do so would 

ignore the variation among neighborhoods.  HLM can estimate both the school district 

and the neighborhood level effects simultaneously.  HLM takes into account the 

clustering of neighborhoods by school districts, and estimates a separate model of 

variation among neighborhoods within each school district.  

HLM is the method to use in this instance because, as compared to OLS, we do 

not need to make the assumption that all level-1 variables (neighborhoods, grouped 

within school districts) are independent.  In fact, the procedure recognizes that 

neighborhoods clustered within the same school district are likely to be similar to each 

other.   

If the school district does indeed have an impact on home value appreciation, it 

will impact each of the census tracts located within that district.  Therefore the amount of 

home value appreciation for those tracts will be dependent on the school district and 

related to each other, rather than independent.  OLS assumes observations are 

independent.   

In the OLS models presented in chapter four, I found that on average, racially 

transitioning neighborhoods had lower levels of home value appreciation, even when 

controlling for the socioeconomic status of the neighborhood residents and the attributes 

of the housing in the neighborhood.  The HLM model adds school districts to the model, 

to test whether features of school districts have an impact on home value appreciation, 

and if racial shifts at the school district level are as important as neighborhood racial 

shifts.   
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Tract Level Data 

 I obtained sales transactions data from the county offices, and used this data to 

estimate a median sales price for each census tract in 1990 and in 2005.  I then used this 

to calculate the dependent variable: Home value appreciation, which is the percentage 

increase in housing values from 1990 to 2005.  The main independent variables at the 

tract level are related to housing stock, including the square footage of homes in the 

neighborhood, the percentage of row houses, and the percentage of colonial style houses.  

Housing stock variables related to the age of the housing units were not significant 

predictors of home value appreciation and are excluded from the models presented in this 

chapter.  From the census, I have variables related to the socioeconomic status of the 

neighborhood residents including a variable reflecting the age structure, a measure of 

educational attainment, and a variable for the shift in household income from 1990-2005.  

Although the educational attainment and income variables were not significant in some of 

the OLS models presented in chapter four, they remain in the model due to their 

theoretical importance.   

 The main independent variable in the neighborhood level analysis is a 

dichotomous variable indicating whether or not the neighborhood had undergone racial 

transition between 1990 and 2000.  Racial transition neighborhoods are those that were at 

least 85% white in 1990, at least 15% black by 2000, and where the percentage of black 

residents had increased by at least 10 percentage points between 1990 and 2000.  I used a 

dichotomous variable because racial transition only mattered when it was both a large 

enough gain and when the neighborhood was initially predominately white.  There is not 

a linear relationship between an increase in black residents and home value appreciation.      
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School District Data 

I obtained data on the racial composition of school districts from the National 

Center for Education Statistics (NCES) for the years 1990 to 2005.  Within the five 

county region, census tracts generally fit neatly into school districts; thus it was possible 

to easily assign tracts to school districts.  The variables obtained from NCES include 

demographic information on the students who attended the school, as well as financial 

information, including the pupil/teacher ratio, the amount of expenditures per student, 

and the number of students eligible for a free or reduced price lunch.   

Data on school districts’ academic quality were obtained from the Pennsylvania 

Board of Education.  The Pennsylvania Standardized State Assessment (PSSA) provides 

standardized scores as a way to compare the ability of students within each school to read 

and solve math and reading problems at grade level. Scores are provided to the public in 

the form of the percentage of students who score in each of four categories: Advanced, 

Proficient, Basic, and Below Basic for both math and reading.  Because I am interested in 

comparing school quality at the district level, I chose to focus on the scores of 11
th

 grade 

students.  All but three of the suburban school districts contain only one high school.  

Thus I am not overlooking any variation within districts when measuring school quality 

at the high school level; the variation in the dataset is between districts.  I chose to recode 

this variable into the percentage of students (within each district) that scored either 
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Proficient or Advanced on the Math Exam.  Math scores and Reading scores were highly 

correlated so I could not include both in a regression equation; I chose math scores.
47

   

There are a total of 77 school districts in the five Pennsylvania counties.  Districts 

which did not continuously exist throughout the entire timeframe of the study period 

were eliminated.  This included 11 technical and trade schools in each of the suburban 

counties and in Philadelphia.  According to NCES data, these schools served around 100 

students each in the years in which they were open.  However, students from throughout 

the county were eligible to attend, so the population was not based on the school district 

geographic boundaries.  I also excluded from the dataset districts which served students 

from counties other than Montgomery, Chester, Delaware, Bucks, or Philadelphia.  There 

were three such districts: Easton Area School District, primarily located in Northampton 

County, Boyertown School District, primarily located in Berks County, and Twin Valley 

School District, located primarily in Berks County.  These exurban school districts each 

serve a rural population primarily and did not experience any sort of racial transition 

during the study period.  Because I am not including those three school districts, I had to 

eliminate the 11 census tracts which were served by these districts.  Each of the 11 tracts 

are over 95% white in both 1990 and 2000 and did not experience any notable racial 

change between 1990 and 2000.
48

  After eliminating districts which were not completely 

                                                           

47
 An analysis of PSSA scores found that math scores were more closely related to GPA and SAT scores 

than reading scores. 

48
 I also excluded the Bryn Athwyn borough, which consists of a single census tract and is legally its own 

school district.  The borough, however, does not operate a public school, therefore PSSA statistics were 

unavailable and the area had to be eliminated from the analysis.  The majority of the borough’s residents 

attend private school.   
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in the study area or were not available for all study years, 62 school districts remained, 

including Philadelphia.         

The analyses presented in this section will only include census tracts and school 

districts from the four suburban counties of Montgomery, Chester, Bucks, and Delaware.  

Philadelphia is an extreme outlier, as it is by far the largest school district, and also 

includes the highest proportion of black students, as well as the highest proportion of 

students who are eligible for a free or reduced price lunch.  There are over 300 census 

tracts in Philadelphia.  In contrast, there are an average of only 9.5 census tracts per 

suburban school district.  The largest school district other than Philadelphia has only 22 

census tracts.  I ran HLM equations which included the areas in Philadelphia and found 

that none of the key district-level independent variables were statistically significant.  

This is because the areas within Philadelphia are very heterogeneous; knowing that they 

are part of the Philadelphia school district does not, by itself, explain any of the variation 

between tracts in rates of home value appreciation.   Furthermore, attendance patterns in 

Philadelphia are more complex, with many students attending charter schools, magnet 

schools, and technical schools which draw from the entire city, rather than a specific 

neighborhood. Therefore, the HLM equations presented in this chapter will only include 

areas from the four suburban counties.     

 I calculated the percentage of black students by simply dividing the total number 

of black students by the total number of students in the district, and multiplying by 100.  

From this, I calculated the variable of interest, the percentage point change in the 

percentage of black students by subtracting the percentage of black students in 1990 from 



136 

 

the percentage of black students in 2005.  I used the same method for the latino
49

, asian, 

and white populations.
50

   

Descriptive Statistics for the School Districts 

 There are 61 school districts, excluding Philadelphia.  On average, the school 

districts were 9% black in 1990, and 13% black by 2005. Table 5.1 shows how the 

average racial composition of the suburban school districts shifted during the study 

period.  Table 0.1: Average School District Composition by Year 

 

 

On average, school districts became significantly more diverse during the study 

period, as the percentage of Black Students, the percentage of latino students, and the 

percentage of asian students all increased.  Blacks are, by far, the largest racial minority 

group.  But despite the increases, the average school district is still 78% white in 2005.   

However, black students are not evenly distributed.  Of the 61 districts, only eight 

are at least 30% black.  Three of these are more than 40% black: Chester-Upland, which 

is 89% black, William Penn, which is 76% black, and Norristown Area School District, 

which is 47% black.   There are 28 districts which are less than 5% black.  Overall, the 

                                                           

49
 NCES data lists each student as Hispanic, African-American, White, Asian, or Native American.  

Therefore, “Hispanic” is effectively a racial category, rather than an ethnicity, as in the US Census Data.  I 

use the term “Latino” to refer to persons identified as “Hispanic”.   

50
 The Native American population is less than 1% in every school district in the region, and therefore, will 

not be a focus of the analysis here.   

White Black Latino Asian

1990 87% 9% 2% 3%

2005 78% 13% 4% 5%

Table 5.1: Average School District Composition By Year
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share of black students in the suburban school districts has steadily increased, from just 

under 9% in 1990 to almost 13% by 2005.  In a similar fashion, the share of asian 

students has increased, as has the share of latino students.  Next, in Table 5.2, I present 

the descriptive statistics for the three key independent variables used in the HLM 

models.
51

  District Descriptive Statistics 

Mean Minimum Maximum

Std. 

Deviation Skewness

Percent Scoring Proficient or Better (2000) 62.2 16.2 84.5 16.5 -1.0

Percent Black (1990) 8.7 .0 85.3 13.5 3.8

Change in percent Black 1990-2005 4.1 -5.0 40.3 8.1 2.8

Table 5.2: School District Descriptive Statistics

 

Table 5.2 shows the descriptive statistics of the 61 school suburban school 

districts.  On average, about 62% of students in each school district scored at either their 

proficient or advanced level on the state mandated standardized test.
52

  However, there 

was a school district (Chester) where only 16.2% of students achieved that level.  The 

second key independent variable is the percentage of black students in 1990.  I use 1990 

because it is the beginning of the study period, and it set the stage for the home value 

appreciation that would occur from 1990 to 2005.  The average school district is about 

9% black in 1990, however, there is a district that is 85% black, and, on the opposite end 

                                                           

51
 Although I also obtained data on the pupil/teacher ratio, and the expenditures per student, neither of those 

two variables were important predictors of variation in home value appreciation rates between districts.  

They have been excluded from the models presented in this chapter.       

52
 The equations in this chapter use the PSSA scores from 2000.  Although scores from 1995 and 2005 are 

also available, they are highly correlated with the scores from 2000.  I chose 2000 as the most appropriate 

representation of test scores during the study period, as 2000 is in the middle of the study period, and the 

2000 test scores are meant to serve as an indicator of the typical test scores throughout the study period.  

However, I also ran HLM equations using 1995 and 2005 test scores and the results did not differ 

significantly.  In addition, I created a statistic to look at the change in PSSA performance from 1995-2005, 

however, this variable was not an important predictor of home value appreciation.  PSSA scores from 1990 

are unavailable.   
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of the spectrum, there is a school district without any black students.  Finally, the third 

key independent variable is the change in the percentage of black students from 1990 to 

2005.  The typical school district had an increase of four percentage points, however 

there were districts where the share of black students dropped slightly, as well as districts 

with a drastic increase in the percentage of black students.  The two school districts with 

the greatest increase in the percentage of black students are Upper Darby and William 

Penn, districts where many of the racially transitioning neighborhoods are located.    

Clearly, there is a wide amount of variation in both the district level performance 

on standardized tests, and in the percentage of black students.  For the next step in the 

analysis, I will present HLM models which examine whether or not this variation 

between school districts can explain some of the variation in rates of home value 

appreciation.  The results are presented with robust standard errors.  At the neighborhood 

level, each of the equations includes dummy variables for each of the different 

neighborhood types, and predominantly white neighborhoods as the omitted category.  

Only the coefficient for the racially transitioning areas is displayed, the full model is 

available in the appendix.  The full model is discussed at more length in the conclusion. 
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HLM Model Including Chester, and HLM Model without Chester 

b SE T Ratio b SE T Ratio b SE T Ratio

Constant 83.557*** 9.089 9.19 47.201*** 11.433 4.128 45.570*** 12.187 3.739

Performance on Assessment Exams - - - 0.601*** 0.174 3.443 0.639*** 0.167 3.834

Median Sale Price of Homes (1990) -0.749*** 0.055 -13.67 -0.787*** 0.062 -12.738 -0.788*** 0.062 -12.794

Average Square Footage of Homes in Tract (2005) 0.062*** 0.004 14.7 0.068*** 0.004 18.139 0.068*** 0.004 18.433

Percentage of Homes that are Row Homes (2005) -0.521*** 0.085 -6.09 -0.413*** 0.094 -4.404 -0.402*** 0.089 -4.515

Percentage of Homes that are Colonial Style (2005) 0.254*** 0.082 3.1 0.192* 0.085 2.242 0.181* 0.088 2.055

Percentage of Housing Units Built Prior to 1939 (2000) 0.1156 0.103 1.12 0.028 0.094 0.298 0.027 0.093 0.295

Change in Median Household Income, 1990-2005 0.0177 0.014 1.22 0.019 0.013 1.486 0.015 0.012 1.219

Proportion of Residents with College Degree (2000) 0.2044 0.122 1.67 -0.077 0.112 -0.685 -0.051 0.113 -0.45

Proportion of Residents who are Children Aged < 18 (2000) -1.891*** 0.304 -6.23 -1.226*** 0.318 -3.852 -1.075*** 0.321 -3.348

Spatial Weight 0.168*** 0.025 6.66 0.124*** 0.031 4.062 0.113*** 0.029 3.829

Racially Transitioning
1

-19.642** 6.993 -2.81 -11.988+ 7.140 -1.679 -14.117* 6.655 -2.121

Model 0 Model 1 Model 2

- 0.745 0.719

60.6% 59.6% 61.1%

- 51.1% 58.9%

* Significant at .05 Level (Two-Tailed) Omitted Variable=Predominantly White

** Significant at .01 Level (Two-Tailed)
1
Racially Transitioning=1; 

*** Significant at .001 Level (Two-Tailed)

+Significant at .05 Level (One-Tailed)

Model 0: Linear Regression, 

All Suburban Tracts, n=558, 

no School Districts

Reliability Estimate

Level 1: Percentage of Variation between Tracts Explained

Level 2: Percentage of Variation between Districts Explained

Table 5.3: Rates of Home Value Appreciation Segmented by School District Assessment Performance:

 Comparison of Level 1 Model, HLM Model including Chester, and HLM Model without Chester

Model 1: Chester School 

District and Tracts Included, 

n=547 (Neighborhoods), 

n=61 (School Districts)

Model 2: Chester School 

District and Tracts 

Excluded, n=534 (tracts), 

n=60 (School Districts)
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Results 

 Table 5.3 shows the results of the first HLM equation, where the only district-

level variable is the performance on standardized state assessment exams.  Model 0 is the 

same equation presented in Table 4.9, to show how the models compare.   In Model 1, the 

number of cases has been reduced from 558 to 547 because of 11 tracts on the edges of 

the suburbs which were part of school districts outside of the five county area.  Each of 

these 11 tracts was over 95% white in both 1990 and 2000.  Model 1 includes the other 

547 tracts and adds a second level variable: district level performance on assessment 

exams.  In addition to explaining variation between neighborhoods, this model adds the 

ability to explain 51% of the variation between school districts.  The reliability estimate 

indicates whether or not the data are appropriate for HLM.
53

  The statistic of .745 is well 

above the threshold of .05, indicating that there is indeed a substantial amount of 

variation between school districts, and the data are therefore appropriate for an HLM 

analysis.     

 Turning to the coefficients, district level performance on assessment tests has a 

strong, positive impact on home value appreciation rates.  On average, neighborhoods 

which are located in school districts which have high test scores have higher rates of 

home value appreciation than neighborhoods which are located within school districts 

with lower test scores.  An increase of 10 percentage points in the percentage of students 

                                                           

53
 Data are appropriate for HLM when the model explains a large amount of the variation between level 

two units, and there is enough variation between level two units that the model is an improvement over a 

simple OLS regression of level one units.   
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who score proficient or advanced translates to a 6.01 percentage point increase in home 

value appreciation for tracts located within that school district.   

One key difference is a reduction in the significance of the racially transitioning 

variable.  After controlling for the impact of district-level academic quality, the 

coefficient for the racially transitioning neighborhoods has dropped almost by half, and it 

is no longer significant at the .01 level, only at the .05 level with a one-tailed hypothesis.  

Clearly variation between school districts accounts for some of the impact of 

neighborhood racial transition.  However, another reason that the racially transitioning 

variable does not have as strong as an impact as in previous models is that, in the 

suburban only model, there are only 21 transitioning areas, as compared to the 42 in the 

full model.  It may be the case that the impact of racial transition is more dramatic in the 

city than in the suburban counties.  The significance of the other key independent 

variables has not substantially changed from Model 0 to Model 1.   

In Model 2, again the same variables are used, but I have excluded the 

neighborhoods located in the Chester school district from the equation.  Chester School 

District is the only suburban school district which is predominantly black during the time 

period.  It is also the school district which has the lowest academic performance, by far.  

As such, it is an outlier that may be adversely affecting parameters of the model.  With 

the 12 neighborhoods from the Chester School District excluded, the racially 

transitioning variable is once again significant, and the size of the coefficient has risen in 

magnitude from -11.9 to -14.1.  Furthermore, the percentage of level-2 variation 

explained by the model substantially increases, from 51% to 59%.  I argue that the model 

without Chester school district is a better representation of the overall patterns of 
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variation between suburban school districts.  Therefore, the remaining models will 

exclude Chester school district.  Next, in Table 5.4, I present a comparison of three HLM 

models, which show different ways of modeling school district racial composition.  

Having already demonstrated that variation between districts has an impact on rates of 

home value appreciation, these next equations will test whether school district racial 

composition or racial change within school districts also impacts rates of home value 

appreciation. 
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Ways of Modeling the Influence of School District Racial Composition on Neighborhood Rates of Home Value 

Appreciation 

b SE T Ratio b SE T Ratio b SE T Ratio

Constant 78.629*** 10.832 7.259 84.984*** 9.996 8.501 81.254*** 10.468 7.762

Racially Transitioning District
1

-21.110*** 6.269 -3.368 - - - - - -

Majority White District 3.293 5.571 0.591 - - - - - -

Change in Percentage of Black Students, 1990-2005 - - - -0.999*** 0.194 -5.151 - - -

Percentage of Black Students (1990) - - - - - - -0.624** 0.223 -2.8

Median Sale Price of Homes (1990) -0.780*** 0.061 -12.801 -0.781*** 0.061 -12.786 -0.781*** 0.062 -12.664

Average Square Footage of Homes in Tract (2005) 0.067*** 0.004 18.48 0.067*** 0.004 18.408 0.068*** 0.004 18.525

Percentage of Homes that are Row Homes (2005) -0.377*** 0.092 -4.111 -0.369*** 0.091 -4.05 -0.396*** 0.087 -4.57

Percentage of Homes that are Colonial Style (2005) 0.222*** 0.086 2.581 0.217* 0.087 2.492 0.217* 0.087 2.501

Percentage of Housing Units Built Prior to 1939 (2000) 0.035 0.093 0.375 0.023 0.091 0.249 0.039 0.093 0.417

Change in Median Household Income, 1990-2005 0.013 0.012 1.07 0.014 0.012 1.191 0.014 0.012 1.124

Proportion of Residents with College Degree (2000) 0.069 0.108 0.639 0.070 0.105 0.665 0.052 0.106 0.494

Proportion of Residents who are Children Aged < 18 (2000) -1.189*** 0.323 -3.681 -1.172*** 0.323 -3.627 -1.164*** 0.316 -3.683

Spatial Weight 0.120*** 0.032 3.807 0.102** 0.032 3.197 0.122*** 0.030 4.127

Racially Transitioning
2

-12.846+ 6.809 -1.887 -11.803+ 6.976 -1.692 -13.030+ 7.188 -1.813

Model 3 Model 4 Model 5

Reliability Estimate 0.721 0.711 0.732

Level 1: Percentage of Variation between Tracts Explained 61% 61% 61%

Level 2: Percentage of Variation between Districts Explained 58% 60% 56%

* Significant at .05 Level (Two-Tailed)

** Significant at .01 Level (Two-Tailed)

*** Significant at .001 Level (Two-Tailed)

+Significant at .05 Level (One-Tailed)
1
Racially Transitioning District=1; Omitted Variable=Predominantly White District

2
Racially Transitioning Tracts=1; Omitted Variable=Predominantly White
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Model 4: Shift in Black 

Population (Continuous)

Model 5: Percent of Black 

Students
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For Model 3, I categorized school districts into four groups based on their racial 

composition and the shift in racial composition between 1990 and 2005.  The vast 

majority of school districts, 41 of the 61, were classified as predominantly white.  These 

were at least 80% white throughout the study period.  Seven of the school districts were 

classified as racially transitioning districts, at least 50% in 1990 and where the shift in the 

black population increased by at least 10 percentage points.  The third classification is 

Majority White, where the districts were at least 50% white throughout the study period 

and did not have a large increase in the percentage of black students.  Only one school 

district, Chester, was predominantly black.  It is excluded from these models.  In Model 4 

of Table 5.4, the only district level variable included is the change in the percentage of 

black students from 1990-2005.  Instead of breaking the school districts into categories, 

there is just one continuous variable representing the percentage point shift in the black 

population.  In Model 5, instead of looking at the shift in the black population, I have 

focused only on the percentage of black students at the beginning of the study period, in 

1990.  Each of the Level 1 variables remains in the model.   

On average, neighborhoods which were located in school districts that had an 

increase in the proportion of black residents had lower home values than neighborhoods 

which were not located in transitioning school districts.  The significance of the key 

housing and neighborhood socioeconomic status independent variables has not changed.  

However, when focusing on variation in racial composition at the district level, the 

neighborhood level racially transitioning variable becomes less important (as compared 

to Model 2 in Table 5.3).  This suggests that perhaps school districts are the driver of 

housing price shifts, or that they are at least as important as neighborhoods.  The change 
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in the percentage of black students has a large, negative, statistically significant impact 

on home value appreciation.   

For the last set of models, presented in Table 5.5, I combine the level-2 variables 

which were shown to be significant when in the model as the only level-2 variable.  The 

idea is to see if racial composition at the school district still matters when also accounting 

for performance on assessment exams.     
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b SE T Ratio b SE T Ratio b SE T Ratio

Constant 85.908*** 10.520 8.166 75.100*** 17.301 4.341 71.333*** 16.329 4.368

Residual*(Percentage of Black Students, 1990) - - - -0.089 0.2663 -0.334

District Performance on Assessment Exams 0.179 0.2246 0.799 0.228 0.2396 0.95

Change in Percentage of Black Students, 1990-2005 -0.870*** 0.255 -3.416 -0.750* 0.356 -2.102 -0.749* 0.3565 -2.102

Percentage of Black Students (1990) -0.18994 0.2619 -0.725 -0.089 0.2663 -0.334

Median Sale Price of Homes (1990) -0.781*** 0.061 -12.734 -0.784*** 0.061 -12.825 -0.784*** 0.061 -12.825

Average Square Footage of Homes in Tract (2005) 0.067*** 0.004 18.542 0.067*** 0.004 18.644 0.067*** 0.004 18.644

Percentage of Homes that are Row Homes (2005) -0.370*** 0.092 -4.026 -0.374*** 0.091 -4.116 -0.374*** 0.091 -4.116

Percentage of Homes that are Colonial Style (2005) 0.216* 0.087 2.487 0.205* 0.086 2.376 0.205* 0.086 2.376

Percentage of Housing Units Built Prior to 1939 (2000) 0.025 0.092 0.275 0.024 0.092 0.255 0.024 0.092 0.255

Change in Median Household Income, 1990-2005 0.014 0.012 1.181 0.014 0.012 1.207 0.014 0.012 1.207

Proportion of Residents with College Degree (2000) 0.068 0.104 0.651 0.030 0.116 0.26 0.030 0.116 0.26

Proportion of Residents who are Children Aged < 18 (2000) -1.169*** 0.322 -3.624 -1.137* 0.320 -3.559 -1.137** 0.320 -3.559

Spatial Weight 0.100** 0.032 3.171 0.099** 0.031 3.206 0.099** 0.031 3.206

Racially Transitioning
1

-11.572 7.085 -1.633 -12.055+ 7.064 -1.706 -12.055+ 7.064 -1.706

Model 6 Model 7 Model 8

Reliability Estimate 0.715 0.721 0.721

Level 1: Percentage of Variation between Tracts Explained 61% 61% 61%

Level 2: Percentage of Variation between Districts Explained 60% 58% 58%

* Significant at .05 Level (Two-Tailed)

** Significant at .01 Level (Two-Tailed)

*** Significant at .001 Level (Two-Tailed)

+Significant at .05 Level (One-Tailed)
1
Racially Transitioning Tracts=1; Omitted Variable=Predominantly White; 
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In Model 6 I have included the change in the percentage of black students as well 

as the percentage of black students in 1990 as predictors of home value appreciation at 

the school district level.  The change in the percentage of black students is the significant 

variable.  With both of these variables in the model, neighborhood level racial transition 

is no longer significant.  This is evidence that school shifts may actually be more 

important than neighborhood racial change.  The results of Model 6 show that the 

housing market is more sensitive to the shift in a school districts racial composition than 

its initial racial composition.  Recall, however, that this is the model without Chester 

school district, the district with the largest percentage of black residents by far.  In a 

similar model (not presented) which included the Chester school district, the initial racial 

composition was the most important variable.     

 In Model 7 I add district performance on assessment exams as a predictor.  Recall 

from Table 5.3 that district performance on assessment exams is a powerful predictor of 

rates of variation between districts’ rates of home value appreciation.  However, when 

included together with variables of racial composition, exam performance is not a 

significant predictor.  The only significant level-2 predictor is the change in the 

percentage of black students.   

Because there is a high correlation between the percentage of black students in a 

district and the district performance on assessment exams, I decided to run another model 

to account for this.  I separately ran a regression predicting assessment scores with the 

percentage of black students as the only independent variable.  I then saved this residual, 

and included it in Model 8.  The residual therefore represents the amount of variation in 

the percentage of black students that is NOT associated with variation in exam 
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performance.  However, even with the residual in the model, neither the percentage of 

black students nor the exam performance is significant while the change in black students 

in the model.  Therefore, one main takeaway from these models is that the change in the 

percentage of black students at the district level is has a very important influence on rates 

of home value appreciation.  On average, school districts where the black population 

increased had lower rates of home value appreciation.  Again, at the neighborhood level, 

status as a racially transitioning neighborhood is only marginally significant once the 

shift in the black population in the school district is taken into account.  These two 

measures will always be highly correlated though.  As black families move into an area, 

they enroll their children into the local school district, which will subsequently therefore 

have a higher number of black students than they did prior to the black family’s arrival to 

the neighborhood.     

A measure which is not presented in the tables above is the percentage of students 

eligible for a Free or Reduced Price Lunch, which is often used in educational literature 

as an indicator of the district poverty rate.  However, the correlation between percentage 

of students eligible for a free or reduced lunch and exam performance is -.93!  That 

correlation is far too high for including both variables in the same equation, so I decided 

to leave it out.   

Other variables not presented include the district expenditures per student, which 

was not a significant predictor of rates of home value appreciation.  Also, the percentage 

of latino students, and the percentage of asian students were each tested alone in separate 

models and neither had a statistically significant impact on rates of home value 

appreciation.  The lack of a significant impact of asian and latino students echoes the 
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results presented in chapter four, that the housing market in the greater Philadelphia 

region responds negatively specifically to African-Americans’ presence, and does not 

have a quantifiable negative response to latino and Asian-American presence.   

Discussion 

 Overall, the story from the HLM models is that attributes of school districts do 

indeed have an impact on rates of home value appreciation.  The academic quality of the 

school district, as measured by performance on standardized tests, has a positive impact.  

On the other hand, the percentage of black students has a negative impact on rates of 

home value appreciation.  The shift in the percentage of black students is the most 

important of these factors, and has negative impact on rates of home value appreciation.  

Thus, even neighborhoods which do not undergo any racial transition and remain 

predominately white, yet are located in a school district where blacks make up a 

substantial part of the student body, will see lower rates of home value appreciation as a 

result of the racial composition of the school district.       

 In the final analysis of the chapter, I present a more concrete example of how 

rates of home value appreciation vary by school district.  In Table 5.6, I present the 

housing attributes, racial composition, and socioeconomic status statistics for four 

adjacent neighborhoods.  I chose these four neighborhoods because they are each on the 

border of a separate suburban school district.  Neighborhoods in similar locations tend to 

have similar housing values and similar rates of home value appreciation.  Residents will 

have similar commutes to job centers and well as the same access to hospitals, shopping, 

and other amenities that might be important to home buyers.     
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Table 0.2: Comparison of Housing Stock and Neighborhood Demographics 

Census Tract 4012 4095 4081.03 4078.02

School District Upper Darby Haverford Marple Newtown Springfield

Median Household Income (2000) 52,218$             65,255$             45,871$             71,456$             

Pecent College Educated (2000) 61% 60% 51% 66%

Percent Children (2000) 24% 25% 20% 25%

Poverty Rate (2000) 3% 3% 7% 3%

Percent White (2000) 100% 97% 89% 96%

Square Footage (2005) 1675 1725 1637 2041

Percent Row (2005) 53% 2% 7% 0%

Percent Colonial (2005) 5% 8% 0% 7%

Average Year Built 1909 1956 1911 1948

Percent Old Housing Units 22% 7% 3% 20%

Bedrooms Per House (2005) 3.22 3.3 3.09 3.47

Median Home Value (1990) 136,000$           146,500$           153,000$           164,450$           

Table 5.6: Comparison of Housing Stock and Neighborhood Demographics
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Comparison Neighborhoods 

 

Figure 5.1: Location of Selected Comparison Neighborhoods 
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In the map shown in Figure 5.1, I have overlaid the school district boundaries 

over the census tract boundaries.  The four selected neighborhoods are indicated by their 

tract number, and the cross hatching.  The county borders are in bold blue, and the school 

district boundaries are red.  Upper Darby is the only school district sharing a large 

boundary with Philadelphia, while Haverford borders Montgomery County and Marple 

Newtown borders Chester County.  As seen in the map, the four neighborhoods are in a 

very similar geographic location.   

Each of the neighborhoods is a predominately white neighborhood, with virtually 

no shift in the racial composition of the neighborhood residents between 1990 and 2000.  

In all four areas, the median household income is above average for the region, and a 

high percentage of the residents are college educated.  The housing in each of the 

neighborhoods is comparable, about the same size, the same number of bedrooms, and a 

similar percentage of old housing units.  The only notable difference is that a much 

higher percentage of the housing units in the Upper Darby neighborhood are row or twin 

housing styles.  Furthermore, the housing prices were very similar in 1990.  Given all of 

these similarities, one should expect the areas to have similar rates of home value 

appreciation.   

However, there is an important difference.  The student population of Haverford, 

Marple Newtown, and Springfield school districts were each predominately white and 

remained so throughout the study period.  Upper Darby, in contrast, was 87% white and 

only 3% black in 1990, but dropped to only 50% white and 35% black by 2005.  

Although the 4012 tract is not located next to any of the racially transitioning areas, its 

connection with the Upper Darby school district means that the student body has 
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undergone some racial shift.  The following table shows how the similar neighborhoods 

fared in terms of home value appreciation.   

Census Tract 4012 4095 4081.03 4078.02

School District Upper Darby Haverford Marple Newtown Springfield

Median Home Value (1990) 136,000$             146,500$             153,000$             164,450$             

Median Home Value (2005) 190,000$             275,000$             299,000$             312,000$             

Home Value Appreciation 1990-2005 39.71 87.71 95.42 89.72

Table 5.7: Home Value Appreciation in Selected Neighborhoods by School District

   

The neighborhood located within the boundaries of the Upper Darby School 

District had a much lower rate of home value appreciation than the other neighborhoods.  

Each of the other three neighborhoods had rates of home value appreciation approaching 

90%, while appreciation for the neighborhood in the Upper Darby School district is only 

about 40%.  From regression equations presented earlier in this chapter, on average, 

neighborhoods with a higher percentage of row housing have lower rates of home value 

appreciation.  The coefficient for a one unit increase in the percentage of row housing in 

a neighborhood is -.39.  Yet if we use the coefficient for the percentage of row housing 

units (-.39), multiplied by the percentage of row housing units in Upper Darby (52), the 

expected difference between the Upper Darby neighborhood and the others comes out to 

only 20 percentage points.  The gap in home value appreciation is 47 percentage points.  

Therefore the difference in the percentage of row housing alone cannot account for the 

massive difference in home value appreciation between the neighborhood in Upper 

Darby and the other three similar neighborhoods.     

Because neighborhood racial transition has an impact on the student body of the 

entire school district, neighborhoods that are not geographically adjacent can be impacted 

by the racial transition of another neighborhood if they share the same school district.  

Therefore the negative impact of neighborhood racial transition is multiplied, and 
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reverberates throughout the region.  Housing values in nearby areas are inflated as home 

buyers are willing to pay more for similar housing in a whiter school district.   

In this chapter I presented an HLM equation which adds an additional dimension 

to the story of racial transition and home value appreciation.  Neighborhoods which were 

located in suburban school districts that had large shifts in their black populations had 

significantly lower levels of home value appreciation than neighborhoods located in 

predominately white school districts.  In Chapter 4, I provided evidence that 

neighborhood racial transition had a negative impact on home value appreciation, even 

when controlling for attributes of the housing and the socioeconomic status of the 

neighborhood residents.  In Chapter 5, I demonstrated that school district racial 

composition also has a negative impact on home value appreciation, and neighborhoods 

that are not themselves undergoing racial transition can be impacted if the school district 

has a large black population.  Next, in Chapter 6, I will examine in detail the case of non-

transitioning, yet racially diverse neighborhoods, their rates of home value appreciation, 

and the implications for long-term neighborhood stability. 
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CHAPTER 6 

PARADOX OF INTEGRATED NEIGHBORHOODS 

 

In chapter four, I examined the case of neighborhoods which underwent rapid 

transition to become integrated.  In this chapter I examine the case of neighborhoods 

which are already integrated but do not undergo any further transition.  I begin with a 

brief literature review, and an explanation for which neighborhoods are considered stable, 

integrated neighborhoods.  I discuss methods of analysis and then present maps showing 

the location of the stable, integrated neighborhoods and how they contrast with the 

location of the rapidly transitioning areas.  The analysis will include descriptive tables of 

racial composition in 1990 and 2000, as well as a comparison of socioeconomic status, 

and indicators of residential stability.  I then present tables that focus on the rates of home 

value appreciation in the integrating areas as compared to the other areas.  There are 

differences in rates of home value appreciation, so I will include an OLS regression 

equation to test whether the housing stock differences can account for the different rates 

of home value appreciation between the integrated areas and other areas.  Results show 

that the stable integrated neighborhoods are more attractive to homebuyers than the 

transitioning areas, and are just as attractive as the predominantly white areas. 

Literature Review 

The overall theme of this research project is to examine how shifting racial 

composition at the neighborhood level can influence rates of home value appreciation.  

Within that theme, I have thus far concentrated on neighborhoods which were initially 

predominantly white and have subsequently had a substantial increase in the proportion 
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of black residents.  I have labeled these areas as “racially transitioning” areas due to the 

substantial change in the racial composition of the neighborhood residents between 1990 

and 2000.  In chapter four I demonstrated that the racially transitioning areas have lower 

rates of home value appreciation than comparable non-transitioning areas.  Another class 

of neighborhoods worthy of examining is the case of neighborhoods which were already 

integrated in 1990, and which did not see a substantial shift in the proportion of minority 

residents.
54

  Neighborhoods which shifted to become integrated had lower levels of home 

value appreciation due to the racial shift.  Therefore, one might also expect that 

neighborhoods which are already integrated will also have low rates of home value 

appreciation.   

Research on whites’ preferences for neighborhood composition found that whites 

strongly prefer neighborhoods that are no more than 15% black (Clark 1991; Farley, 

Fielding, and Krysan 1997).  Blacks, however, prefer neighborhoods that are 50% black, 

and blacks have reported being reluctant to move into neighborhoods with very few other 

blacks (Farley, Fielding, and Krysan 1997).  This discrepancy in preferences has been 

used to explain the high rates of black-white residential segregation in metropolitan areas 

across the country.  A popular argument, (and an explanation for residential segregation) 

has been that long-term integration is unlikely simply because of this discrepancy in 

preferences.  The Schelling model is the classic example; Schelling argued that even 

small differences in the preferences for integration could lead to high levels of 

                                                           

54
 Another scenario which would be interesting would be the case of neighborhoods which were 

predominantly black in 1990 then saw a large increase in the share of white residents.  However, there was 

only one such neighborhood in the dataset, and therefore not enough data for an extended analysis.   
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segregation (Schelling 1969).  This is because as the percentage of blacks who live in 

(what starts out as a) predominantly white neighborhood increases, more blacks will find 

the area attractive, while fewer and fewer whites will still find the area acceptable.  

Eventually, as blacks move in and whites move out, the neighborhood completely turns 

over and the area, which was integrated during the transition phase, has become a 

predominantly black area and the region is just as segregated as it was initially.  

Researchers have since testing the Schelling model with empirical data and confirmed 

that small preference differences will eventually lead to a segregated metropolitan area 

(Clark 2009; Pancs and Vriend 2007).   

If these models hold true, integrated neighborhoods should be rare.  Although 

integrated neighborhoods may exist at any given point in time, they will be unstable over 

the long term as blacks and whites sort themselves into neighborhoods which meet their 

desired expectations for the racial composition.  There is a body of research which 

supports the notion that integrated neighborhoods are rare.  Card, Mas, and Rothstein 

(2008) examined racial change from 1980 to 1990 in large metropolitan areas across the 

country, and found that tipping points do indeed exist in most areas. Their research 

showed that once the black population of a neighborhood reaches 15%, a large group of 

whites will move out.  Further evidence comes from a study using data from the Panel 

Study of Income Dynamics, which found that as the percentage of blacks in a 

neighborhood increases, the probability of whites moving out dramatically increases 

(Crowder 2000).  Another study uses Home Mortgage Disclosure Act data, combined 

with census data to examine what kinds of neighborhoods blacks and whites move into 

(Immergluck and Smith 2003).   They found that once a neighborhood becomes racially 
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diverse, the proportion of buyers who are white drops substantially.  The authors argue 

that whites are not willing to purchase housing in mixed black-white neighborhoods.  The 

research of Crowder (2000), Card, Mas, and Rothstein (2008), and Immergluck and 

Smith (2003) supports the Schelling theory that integrated areas will be unstable.   

On the other hand, there is a different group of researchers who have argued that 

integrated neighborhoods are becoming more common (Ellen 2000; Fasenfest, Booza, 

and Metzger 2004; Lee and Wood 1990; Nyden, Maly, and Lukehart 1997; Smith 1998).  

Ellen looked at areas which were between 10-40% black in 1970 and found that by 1990, 

most of these remained racially mixed, rather than predominantly white or predominantly 

black.  In addition, in a separate study, the number of mixed-race neighborhoods 

increased between 1990 and 2000, and whites and blacks became less likely to live in 

neighborhoods in which their own race dominated (Fasenfest, Booza, and Metzger 2004).  

Of the white-black integrated neighborhoods  Fasenfest, Booza, and Metzger  (2004) 

identified in 1990, 47% remained integrated by 2000.  Another researcher reported that of 

the neighborhoods which were integrated in 1980, only 20% shifted to become majority 

black neighborhoods by 2000 (Friedman 2008).  A study of Chicago produced similar 

results, as most integrated neighborhoods in 1980 remained integrated by 1990, and more 

of the neighborhoods were moving towards integration than moving away from 

integration (Maly 2000).  In an earlier study of the integrated areas, Lee and Wood 

(1990) also found that integrated neighborhoods were more likely to remain integrated 

than to transition.   A case study of integrated neighborhoods in 14 cities proved that 

stable, integrated neighborhoods can exist when residents make a conscious effort to keep 

the community integrated (Nyden, Maly, and Lukehart 1997).  Smith (1998) documents 
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the existence of 24 stable, integrated neighborhoods in the state of Florida, and even 

verifies that blocks within each neighborhood are reasonably integrated (Smith 1998).  

Smith also shows that whites continue to move into these areas, further going against the 

idea of an inevitable white-to-black transition.  Overall, this group of researchers suggests 

that integrated neighborhoods do exist on a large scale, and are stable over many years, 

contrary to the Schelling model.     

The division in the findings may be due to the divergent research methods.  

Crowder and South (2000) and Immergluck and Smith (2003) both use datasets where the 

unit of analysis the person or household, and track movements in and out of diverse 

neighborhoods.  In contrast, most of the researchers who have argued for the stability of 

integrated neighborhoods use census data where the census tract is the unit of analysis.  

Thus, the researchers may be answering slightly different research questions with their 

different datasets, and consequently drawing divergent conclusions.  Both interpretations 

may be correct.  It is possible that turnover in integrated neighborhoods is relatively high, 

as Crowder argues, yet that the racial composition of the area remains consistent, as Ellen 

(1998), Fasenfest, Booza, and Metzger (2004), and Maly (2000) have argued. 

Beyond the disagreement over the existence of stable, integrated neighborhoods, 

research has shown that the racial composition of a neighborhood can have negative 

impacts on housing prices (Kim 2003; King and Mieszkow 1973; Myers 2004).  The 

research that examines how racial composition can impact the housing market can be 

divided into two groups.  The first group examines predominantly white neighborhoods 

where blacks move in (Kim 2003; King and Mieszkow 1973; Macpherson and Sirmans 
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2001).  The other group compares housing prices in black neighborhoods to housing 

prices in white neighborhoods (Gabriel 1987; Harris 1999).  However, the existing 

literature has not examined housing prices and rates of home value appreciation in stable, 

integrated areas.     

Anacker (2010) is an exception in that she does examine home values and the 

home value appreciation rates of mixed, black-white neighborhoods.  However, she does 

not focus on stability.  In the Anacker study, rates of home value appreciation of the 

integrated areas were slightly lower than in predominantly white areas, but higher than 

predominantly black areas.  Devaney and Rayburn (1993) also found that transition has a 

large, negative impact on housing values, however, this was independent of racial 

composition.  Devaney and Rayburn argue that, for the housing market, the actual racial 

composition of a neighborhood is not as important as whether or not there are shifts in the 

racial composition.  The analysis presented in this chapter seeks to fill the gaps in the 

existing literature by specifically examining the rates of home value appreciation in 

stable, racially integrated neighborhoods.  The research presented here also contributes 

by confirming the existence of stable, integrated neighborhoods.  In the next section, I 

discuss the data and methods used for the analysis.     

Data and Research Strategy 

 This project is geographically focused on the greater Philadelphia metropolitan 

region.  Metropolitan Philadelphia includes five Pennsylvania counties and four New 



160 

 

Jersey counties.
55

  Due to a lack of available real estate data in New Jersey, the analysis is 

restricted to the five counties on the Pennsylvania side of the Philadelphia metropolitan  

area.  I use census data, compiled by Geolytics in the Neighborhood Change Database 

(NCDB) to measure racial transition and demographics (GeoLytics 2003).  The NCDB 

adjusts tract boundaries from previous censuses to the 2000 boundaries to allow 

researchers to compare tracts over multiple decades.  I use individual sales transactions 

from the counties, geocoded and aggregated to the tract level to measure property value 

appreciation from 1990-2005.  The unit of analysis is the neighborhood.  As is common 

in urban sociology research, I use census tracts to represent neighborhoods, and 

throughout this chapter I use the terms “neighborhood” and “tract” interchangeably.  

After compiling a list of transactions within each census tract, I calculated the median 

sale price for each study year.  I chose the median so that outliers would be less 

influential.  When calculating median sale price for each tract, I eliminated from the 

analysis census tracts which did not have at least four transactions in each study year.
56

  

The main dependent variable, appreciation, is calculated as the percentage change in 

median home value from 1990 to 2005.    

                                                           

55
 The five Pennsylvania Counties include Bucks, Chester, Delaware, Philadelphia and Montgomery.  The 

four New Jersey Counties include Burlington, Camden, Gloucester, and Salem.   

56
 When there are only four transactions, a single outlier can have a large impact on the median housing 

value for a given tract in a given year, which, in turn, can lead to extreme values of home value 

appreciation.  When I did not include the threshold, the number of transactions per tract was strongly 

associated with the absolute value of the standardized home value appreciation score.  In other words, tracts 

with fewer than four transactions were likely to have extremely high (appreciation greater than 200%) or 

extremely low (appreciation less than 50%, including cases of negative appreciation).  However, when I 

restricted the analysis to tracts with at least four transactions in each year, the number of transactions no 

longer had any impact on home value appreciation.   
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Appreciation 1990-2005 = [(Median Sales Price in 2005-Median Sales Price in 

1990)/(Median Sales Price in 1990)]*100 

 

Before comparing the attributes of the stable integrated neighborhoods to the 

racially transitioning neighborhoods, I first needed to define the terms “stable, 

integrated”, and “racially transitioning.”  Racially transitioning neighborhoods are those 

areas which were at least 85% non-Hispanic white in 1990, and where the black 

population increased at least 10 percentage points between 1990 and 2000.  The figure of 

85% white is a level of integration that whites have consistently reported as ‘acceptable’ 

in surveys of preferences for neighborhood racial composition (Clark 1991; Farley, 

Fielding, and Krysan 1997).  In these studies a majority of whites listed a neighborhood 

which was less than 85% white as undesirable.  In a follow up research project, Krysan 

confirmed that these preferences heavily influence the neighborhoods which whites are 

willing to consider when they are deciding where to live (Krysan 2002a).   

I defined “substantial increase” as an increase of at least 10 percentage points.  

Research has shown that people may respond to thresholds; for Quercia and Galster 

(2000), an increase smaller than 10 percentage points did not generate a response.  

Furthermore, other studies of racial change have used a 10 percentage point increase as 

the definition for racial transition (Anacker 2010; Ellen 1998).  Therefore, the racially 

transitioning neighborhoods are those which were at least 85% non-Hispanic white in 

1990, and, between 1990 and 2000, had at least a 10 point increase in the percentage of 

black residents.  There are 42 areas which fit the definition of racially transitioning.  For a 
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comparison group, I defined ‘predominantly white’ areas as neighborhoods which were at 

least 85% non-Hispanic white in both 1990 and 2000.       

To identify neighborhoods that are integrated and stable, I first need to separately 

operationalize “integrated” and “stable.”  I will start by specifying what I consider to be 

an integrated neighborhood.  I rely on the survey-based literature of whites’ and blacks’ 

preferences for the racial composition of their neighborhood.  According to the literature, 

85% white and 15% black is about the threshold where a neighborhood shifts from being 

considered predominantly white to being considered integrated (Krysan and Bader 2007).  

Therefore, neighborhoods had to be at least 15% black.  The Philadelphia metropolitan 

area is an area where whites are a majority of the population, so they should not be a 

numerical minority in the integrated areas.  So the neighborhoods also have to meet the 

threshold of at least 50% non-Hispanic white.  Combining those two thresholds together, 

integrated areas are those which are at least 15% black and at least 50% non-Hispanic 

white.   

For this particular concept of stable, integrated neighborhoods I am concentrating 

on areas which are black-white mixed rather than neighborhoods with a substantial Asian 

or Hispanic population.
57

  Therefore, I am further restricting the selection to areas where, 

in 1990, neither the non-black Hispanic residents or the Asian residents made up more 

than five percent of the population.  This will ensure that the neighborhoods are black-

white integrated at the beginning of the study period.  

                                                           

57
 In chapter four, I examined neighborhoods where Hispanics and Asians were the largest racial minority 

group and found these areas had rates of home value appreciation that were equivalent to similarly situated 

predominantly white neighborhoods. 
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This definition of integrated is consistent with the research of Friedman (2008), 

Ellen (2000), and Fasenfest (2004) who have each defined a mixed neighborhood as 

between 40-80% white, and between 10-50% black.  My definition is slightly more 

restrictive in a couple of ways.  First, the lower cutoff for the non-Hispanic population is 

50% instead of 40%, and the lower limit of the black population is 15% black instead of 

10%.  The definition that Ellen, Friedman, and Fasenfest use is broader because their 

research projects were designed to compare levels integration across several of the largest 

metropolitan areas of the United States, many of which have larger Hispanic and Asian 

populations than Philadelphia.  The definition I use is better suited for Philadelphia.   

The other necessary step is to define “stability.”  I will first explain how long an 

area needs to hold a steady integrated population to be considered “stable,” then detail 

how much racial change can occur for an area to still be considered “stable.”  There is no 

standard within sociology for the time period necessary to consider an area stable.  

Typically, researchers let data availability dictate the length of time.   The most common 

time period is 10 years, at least partly because of the availability of census data in 10 year 

increments (Ellen 1998; Fasenfest, Booza, and Metzger 2004; Lee and Wood 1990; 

Nyden, Maly, and Lukehart 1997).  Friedman is one researcher who has examined longer 

time periods of 20 years (Friedman 2008).  Friedman has argued that just because an area 

is stable for 10 years does not mean that it will be stable for 20 years.  Friedman’s claim 

certainly has merit, however I argue that 10 years is appropriate because it is enough time 

for major population shifts to have occurred.  For example, most early studies of 

neighborhood racial transition found neighborhoods that transitioned from white to black  

very rapidly, often in less than five years (Barresi 1972; Phares 1971; Rent and Lord 
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1978; Schietinger 1951).  Other, more recent studies have also found evidence of 

significant racial change occurring within a 10 year time period (Anacker 2010; Kim 

2003).  Furthermore, as demonstrated in chapter three, there are many neighborhoods 

within metropolitan Philadelphia that did change drastically within just 10 years.  

Therefore, if change often happens within a 10 year time period, then the lack of change 

in a 10 year time period can be considered stable.  Furthermore, although I am using the 

10 year interval in my definition, I will also show how the racial composition of the 

selected areas has shifted during a longer, 30 year interval.  I will also provide 

information on other indicators of residential stability than neighborhood racial shifts.   

In terms of racial shifts, I define stability as no more than a 10 percentage point 

increase in either the black population or the non-Hispanic white population between 

1990 and 2000.  Ellen (1998) also defines stability as no more than a 10 percentage point 

increase in the black population in a 10 year period.  Ellen is the only researcher with a 

specific threshold such as this for defining stability.  Other researchers define integration 

in a given year, then examine how many of those neighborhoods still fit that definition 10 

years later (Fasenfest, Booza, and Metzger 2004; Friedman 2008; Lee and Wood 1990).  

Because I am more interested in rates of home value appreciation in integrated 

neighborhoods, I use Ellen’s approach to first define which neighborhoods are considered 

stable, rather than testing how many neighborhoods remain integrated overtime.     

Combining my definition of integrated with my definition of stability, stable 

integrated neighborhoods as those which were at least 15% black in 1990 and no more 

than five percent Hispanic, and at least 50% non-Hispanic white in both 1990 and 2000, 
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and where there was not a shift of more than 10 percentage points in either the percentage 

of black residents or the percentage of non-Hispanic white residents.  According to the 

Schelling theory, these stable, integrated areas should be relatively rare, because the 

Philadelphia metro area is so highly segregated.  In fact, there are 25 areas that meet all 

of these criteria.  In Table 6.1, I provide a breakdown of the racial composition of these 

integrated neighborhoods. 

The top section of the table shows the racial composition by group in 1990.  The 

bottom section shows the racial composition of the areas in 2000.  The last two columns 

of the bottom section show the percentage point change in the white population and the 

percentage point change in the black population from 1990 to 2000. On average, these 

areas are 26% black and 70% white in 1990, and shift very slightly to 26% black and 

68% white by 2000.  These areas are black-white integrated; both the Hispanic and the 

Asian populations are very small.  Because there is a fair amount of variation in the racial 

composition of the neighborhoods, using the mean is not always the best representation.  

Therefore, I have also included the 25
th

, 50
th

, and 75
th

 percentiles, in addition to the 

minimum and the maximum to show the range of racial composition in the 25 areas.  

Although, on average, the neighborhoods are 70% white in 1990, there is a neighborhood 

which was only 52% white, and another neighborhood which was 84% white.  Half of the 

neighborhoods are between 59% and 77% white.   
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Composition of Stable, Integrated Neighborhoods 

Percent           

Non-Hispanic           

White

Percent 

Black

Percent 

Hispanic 

White

Percent 

Asian

Percent           

Non-Hispanic           

White

Percent 

Black

Percent 

Hispanic 

White

Percent 

Asian

Change in 

White 

Population

Change in 

Black 

Population

70% 26% 1% 1% 68% 26% 2% 2% -2% 0%

52% 15% 0% 0% 52% 12% 0% 0% -10% -8%

25 62% 19% 0% 1% 59% 19% 1% 1% -5% -3%

50 69% 24% 1% 1% 69% 26% 1% 2% -2% 0%

75 78% 33% 1% 2% 77% 34% 3% 3% 0% 4%

84% 46% 4% 4% 80% 43% 13% 8% 7% 9%

n=25

Minimum

Table 6.1: Racial Composition of Stable, Integrated Neighborhoods

1990

Maximum

Percentiles

2000 Changes, 1990-2000

 

Mean
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Although I specifically selected these areas to represent stability, it is still the case 

that among the areas, as a whole, white residents are a smaller proportion of the 

population in 2000 than they were in 1990.  Still, in 75% of the areas, the drop in the 

white population was five percentage points or less.  The percentage of black residents is 

also very stable, with the average neighborhood experiencing no change in the percentage 

of black residents.   

Because I am using data from the Neighborhood Change Database, I can examine 

the racial composition of these neighborhoods in 1970 and 1980 as well as 1990.  In 

Table 6.2, I show the percent black and percent white in earlier decades for these same 25 

areas.  the Stable, Integrated Areas Since 1970 

Percent Black
Percent 

White

Percent 

NonHispanic 

White

Total 

Population

1970 23 76 * 3445

1980 25 72 72 3134

1990 26 71 70 3258

2000 27 69 67 3360

*Not available due to different definition of 'Hispanic' used by the Census in 1970.  

Table 6.2: Racial Composition of the Stable, Integrated Areas Since 1970

 

Table 6.2 shows that the areas, as a whole, have been integrated since 1970 and 

have remained stable with a consistent mix of about 25% black and 70% white.  The 

percentage of whites has declined, but the decline has been very small.  Thus, 

“integrated” is not simply integrated for a brief period or a ‘snap shot’ out of time--these 

areas have been integrated for at least 40 years.  Although the total population decreased 
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by 9% between 1970 and 1980, every decade since then has seen a modest increase of 

about 3%.  In sum, this is the antithesis of “white flight,” whites have remained in these 

integrated neighborhoods.   

These areas fit the definition of integrated and stable quite nicely, as the racial 

composition has been very consistent over time.  The existence of these neighborhoods is 

evidence that integrated neighborhoods are not always unstable, contradicting the 

predictions of the Schelling theory.  Throughout this chapter, I compare these 25 stable, 

integrated neighborhoods to the racially transitioning neighborhoods and to the 

predominantly white neighborhoods.  Therefore, to provide context, the next table shows 

the comparison of the black and white population by each neighborhood type. 

White Black White Black

Stable, Integrated (n=25) 71% 26% 69% 27%

Racially Transitioning (n=42) 93% 4% 63% 28%

Predominantely White (n=438) 96% 2% 93% 3%

1990 2000

Table 6.3: Average Racial Composition by Neighborhood Type and By Year

 

In each of the areas, the black and white populations together account for roughly 

97% of the population; the hispanic and asian populations are quite small.  This is true in 

both 1990 and 2000.  As seen in the table, the transition neighborhoods saw a large shift 

in the black population between 1990 and 2000, while both the predominantly white 

neighborhoods and the integrated neighborhood remained quite stable.  In 1990, the 

racially transitioning neighborhoods are very similar to the predominantly white 

neighborhoods, 93% white compared to 96% white.  However, by 2000, the racial 
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composition of the transition neighborhoods has drastically shifted and is now similar to 

the stable, integrated neighborhoods.       

Next, in figure 6.1, I present a map showing the location of the 25 areas, and a 

map of the location of the 42 racially transitioning areas for comparison. 



170 

 

 

Figure Error! No text of specified style in document..1: Location of Integrated Neighborhoods 

 

Figure 6.1: Location of Integrated Neighborhoods 
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The map is a choropleth map showing the white, black, stable, integrated and 

transitioning neighborhoods.  The stable, integrated neighborhoods are in green, and the 

racially transitioning areas are blue. A key difference between the location of the racially 

transitioning areas and the location of the stable, integrated areas is that the integrated 

areas are not as clustered together.  The racially transitioning areas are mainly clustered 

in either the areas between eastern Delaware County and West Philadelphia, or the Lower 

Northeast section of Philadelphia.  In contrast, the stable, integrated areas are dispersed 

throughout the five county region.  Instead of predominantly black areas, predominantly 

white areas surround most of the stable, integrated neighborhoods.  There are no stable, 

integrated neighborhoods in the region between eastern Delaware County and West 

Philadelphia where so many of the racially transitioning neighborhoods are located.  One 

reason why the integrated neighborhoods did not lose their white population between 

1990 and 2000 may have been their proximity to other predominantly white 

neighborhoods.  Or, simply the fact that they were not directly adjacent to the 

predominantly black areas.              

Next, I compare the socioeconomic status of the neighborhood residents in the 

stable, integrated areas to those in the racially transitioning areas and the predominantly 

white areas.  In chapter four, I compared the racially transitioning areas to only a 

selection of the predominantly white areas which were initially similar to the racially 

transitioning areas in terms of socio-economic status.  Here, I simply compare the stable, 

integrated areas to all predominantly white areas.    
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Status by Neighborhood Type and by Year 

n

Percent 

College 

Educated

Median 

Household 

Income
1

Poverty Rate

Percent 

Children

Stable, Integrated 25 45% $50,896 11% 22%

Racially Transitioning 42 30% $37,430 11% 24%

Predominately White 438 50% $57,835 4% 24%

1
 Inflation Adjusted to 2000 Dollars

n

Percent 

College 

Educated

Median 

Household 

Income Poverty Rate

Percent 

Children

Stable, Integrated 25 52% $50,194 12% 23%

Racially Transitioning 42 36% $36,441 17% 29%

Predominately White 438 57% $62,957 5% 24%

2000

Table 6.4: Neighborhood Socioeconomic Status by Neighborhood Type and by Year

1990
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As seen in Table 6.4, the integrated areas are closer in socioeconomic status to the 

predominantly white areas than they are to the transitioning areas, both in 1990 and in 

2000.  The median household income is substantially higher in the integrated areas than 

in the transitioning areas, and the percentage of college-educated residents is also 

substantially higher.  The predominantly white areas as a whole are more affluent than 

the integrated areas, but the gap between the integrated areas and the predominantly 

white areas is smaller than the gap between the integrated areas and the transitioning 

areas.
58

  Forty-five percent of the residents in the integrated areas and 50% of the 

residents in the predominantly white areas have a college education, however the figure is 

only 30% for the racially transitioning areas.  The integrated areas and the transitioning 

areas are similar in terms of the poverty rate in 1990, which is almost three times as high 

as the poverty rate in the predominantly white areas.  The higher poverty rate, yet high 

median household income is an indicator that in the integrated areas, there is a larger 

range of statuses, a mix of high socioeconomic status residents and lower socioeconomic 

status residents.   

Turning to the neighborhood demographics in 2000, the integrated neighborhoods 

are very stable in terms of the socioeconomic status of the residents.  After adjusting for 

inflation, the median household income has slightly decreased from $50,896 to $50,194.  

The percentage of residents with a college education has increased from 45% to 52%.  

The poverty rate has increased slightly from 11% to 12%, and the percentage of residents 

who are children increased from 22% to 23%, yet remains the lowest of the three groups.   

                                                           

58
 The drop in inflation adjusted median household income is slightly larger in the racially transitioning 

areas ($989) than in the stable, integrated areas ($702), but this difference is not statistically significant.   
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Incomes have also slightly declined in the racially transitioning areas, from 

$$37,430 to $36,441.  In addition, the poverty rate has substantially increased from 11% 

to 17%, and the percentage of residents who are children has climbed to 29%, the highest 

of the three areas.  Both of these increases are statistically significant.  In contrast, for the 

stable, integrated areas, the differences between 1990 and 2000 are not statistically 

significant.     

The predominantly white areas improved the most in terms of the socioeconomic 

status of the neighborhood residents.  Median household income increased from $57,825 

to $62,957, and the percentage of residents who are college educated increased from 50% 

to 57%.  Of the three neighborhood types, the predominantly white neighborhoods are the 

only areas where median household income has increased.    

Overall, the integrated areas are not quite keeping pace with the predominantly 

white areas in terms of the socioeconomic status.  However, they are far better off than 

the transitioning areas.  While the socioeconomic status of the transitioning areas actually 

declined between 1990 and 2000 as the racial composition shifted, the socioeconomic 

status of the integrated areas hardly changed between 1990 and 2000. 

Another way to examine the shifts in the neighborhood population is to look at the 

stability of households.  In Table 6.5, I present indicators of neighborhood stability.      



175 

 

Owner 

Occupied 

Households

Vacant 

Housing Units

Residents 

Who Resided 

in Same 

House Five 

Years Ago

New Residents 

Who Moved 

from 

Philadelphia

New Residents 

From the 

Suburbs

Stable, Integrated (n=25) 69% 5% 58% 10% 19%

Racially Transitioning (n=42) 63% 9% 57% 21% 15%

Predominantly White (n=438) 79% 3% 65% 6% 20%

Table 6.5: Indicators of Residential Stability
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The story from Table 6.5 is once again that the stable, integrated neighborhoods 

are in between the racially transitioning neighborhoods and the predominantly white 

neighborhoods in most indicators of neighborhood stability.  The racially transitioning 

neighborhoods have the lowest percentage of owner-occupied housing units at 63%, the 

integrated neighborhoods are in the middle with 69% of the units being owner-occupied, 

and the predominantly white neighborhoods have the highest rates of owner occupancy, 

at 79%.  The order is virtually the same for the vacancy rate.  The racially transitioning 

neighborhoods have the highest vacancy rates, at 9%, the integrated neighborhoods are in 

the middle with 5% of the housing units being vacant, and in the predominantly white 

neighborhoods, only 3% of the housing units are vacant.   

The other indicators presented in the table relate to where the current residents 

lived five years ago.  The possible options are 1) lived in the same house; 2) lived in the 

central city of the same metro area; 3) lived in the suburbs of the same metro area, and 4) 

moved from outside the metro area.
59

  Together, these four options sum to 100%, 

however I have presented in the table only the first three, as these are the most relevant to 

the discussion of neighborhood stability.    

Recall that when I defined the term “stable, integrated,” it was not defined to refer 

to the stability of the residents, but simply to the stability of the racial composition of the 

neighborhood overtime.     

The most interesting part of this table is in the percentage of residents who have 

lived in the same housing unit five years ago.  This is the best available indicator of 

                                                           

59
 This includes residents from out of state, residents who moved from Puerto Rico and other US 

Territories, and residents who lived abroad.   
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residential stability.  The higher this number, the more stable the neighborhood.  What is 

interesting though, is that the “stable, integrated” neighborhoods are in fact no more 

stable than the racially transitioning neighborhoods.  58% of residents were there five 

years ago, compared to 57% of the residents in the racially transitioning areas.   I 

expected turnover to be much higher in the racially transitioning neighborhoods than in 

the integrated neighborhoods due to the racial turnover in the transitioning areas.  Yet 

there is just as much turnover in the integrated neighborhoods.  The real difference is that 

the predominantly white neighborhoods have a higher percentage of their residents living 

in the same house as five years ago.  The differences in residential stability are likely 

related to the owner occupancy rates.  Housing units which are not owner occupied are 

occupied by renters, and renters tend to move around much more than homeowners.  The 

“stable, integrated” areas have lower rates of owner occupancy, and thus a higher 

percentage of renters.    

Despite the relatively high amount of turnover, there is very little racial change.  

By 2000, the newcomers to the neighborhood are just as likely to be white as they were in 

1990.  It is not the case that whites are moving out and blacks are moving in.  Even 

though residents are moving in and out of the neighborhood at higher rates than in the 

predominantly white neighborhoods, the racial composition remains stable.  It may be the 

case that the new residents actively seek out the stable, integrated neighborhoods because 

they are attracted to their racial diversity.      

There are also interesting differences in where the new residents moved from.  Of 

the residents who have moved to the neighborhood within the past five years, nearly 

twice as many moved to the integrated neighborhoods from other suburban areas as 
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moved there from Philadelphia (19% to 10%).  For the racially transitioning areas, the 

opposite is true.  More of the new residents are from neighborhoods in Philadelphia than 

are from suburban neighborhoods (15% suburbs to 21% from Philadelphia).  For the 

predominantly white areas, most of the new residents are from other suburban 

neighborhoods (20% to 6%). This is an arena where the integrated neighborhoods are 

more similar to the predominantly white areas than they are to the racially transitioning 

areas.  Much of this difference is due to the location differences, as the racially 

transitioning neighborhoods are primarily located in Philadelphia and in regions which 

directly border the city of Philadelphia.  In contrast, the stable, integrated neighborhoods 

are more likely to be dispersed throughout the suburban counties.   

What is unclear from the analysis thus far is how these integrated neighborhoods 

came to exist, and why they did not undergo further transition.  Fully answering this 

question would require an in-depth ethnographic investigation that goes beyond the scope 

of this project.  However, other researchers have done ethnographic work in one specific 

integrated community: the neighborhood of West Mount Airy, which is among the stable 

integrated neighborhoods analyzed in this chapter (Ferman, Singleton, and DeMarco 

1998; Peterman and Nyden 2001).  Both of the studies describe the community as having 

formed as an outgrowth of the civil rights movement, where blacks moved into the 

neighborhood and black and white residents joined together to discourage whites from 

fleeing and to minimize forces that could have undermined the diversity of the 

neighborhood.  A community association was formed with the explicit purpose of 

preventing rapid racial transition, stabilizing property values, and channeling additional 

resources to the local public schools to ensure high quality education for neighborhood 
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residents.  One reason that incumbent white residents did not flee the area when blacks 

first begin to move in was the presence of a recently constructed Jewish synagogue and a 

high level of community attachment to the congregation.  Mount Airy did not further 

transition because whites still found the areas attractive, and because of activist 

community organizing work to prevent further transition.  Another factor that may 

contribute to racial diversity in Mount Airy is its diversity of housing stock (Goldstein 

1985).  There are inexpensive row homes, moderately priced twin homes, and more 

expensive single houses.  This mix allows for a population with a range of incomes to 

live in the neighborhood.  It is likely that some of the same forces were at work in the 

other integrated areas. 

Having established the differences in the racial composition, differences in the 

socioeconomic status of the neighborhood residents, and differences in residential 

stability, the next comparison is of housing values and rates of home value appreciation.  

In chapter four, I showed that the racially transitioning areas had rates of home value 

appreciation which were substantially lower than similar predominantly white 

neighborhoods.  In Table 6.6, the home value appreciation rates for the racially 

transitioning areas are listed for comparison purposes, but the statistical test of mean 

differences is between the integrated areas and the predominantly white areas.     
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n 1990 1995 2000 2005

Stable, Integrated 25 $105,125 $116,001 $123,382 $242,252

Predominately White 438 $147,534 $149,136 $173,418 $294,770

Racially Transitioning 42 $69,629 $67,314 $65,024 $115,678

-5.111 -2.045 -3.842 -2.475

.000 .051 .001 .020

n 1990-1995 1995-2000 2000-2005 1990-2005

Stable, Integrated 25 6% 19% 111% 133%

Predominately White 438 2% 16% 78% 102%

Racially Transitioning 42 -1% -4% 76% 61%

.440 .438 2.248 2.391

0.664 0.665 0.034 0.025

1
 Independent t-test, Integrated vs. Predominately White

t-statistic
1

two tailed p-value

Home Value Appreciation

Median Sales Price

Table 6.6: Housing Values and Appreciation, Integrated vs. Predominately White Areas

t-statistic
1

two tailed p-value

 
 

As seen in Table 6.6, the housing values in the integrated neighborhoods are 

lower than the housing values in the predominantly white areas.  This is not surprising 

since median household incomes are also lower, as seen in Table 6.4.  The absolute 

difference in the median sale prices ranges from about $42,000 in 1990 to $52,000 in 

2005.  All areas saw large gains in the value of the houses between 1990 and 2005, 

mostly due to the housing boom between 2000 and 2005.   

Next I provide some context to the three different time periods before discussing 

the different rates of home value appreciation.  1990-1995 was a time of economic 

recession, and housing values were generally stagnant or decreasing in many areas across 

the country.  1995-2000 was a time of economic growth and recovery in the housing 

market, where rates of home value appreciation averaged 1-2% annual gains.  The period 

from 2000 to 2005 saw unprecedented growth in the housing prices.    
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In terms of home value appreciation, the integrated areas have slightly higher 

rates of appreciation than the predominantly white areas between 1990 and 1995 and 

between 1995 and 2000, however these differences are not statistically significant.  There 

is, however, a large, statistically significant difference in the appreciation rates between 

2000 and 2005, the period of the housing market boom.  The cumulative difference is that 

the integrated areas had rates of home value appreciation about one third higher than the 

predominantly white areas.   

From 1995-2000, when the housing market performed closest to historical 

averages, the integrated neighborhoods are really on par with the predominantly white 

neighborhoods.  This period exhibits the clearest difference from the racially transitioning 

neighborhoods, because it was during the 1995-2000 interval when the latter 

neighborhoods actually lost value.     

The direction of the difference is a stark contrast from the comparison of the 

predominantly white areas and the racially transitioning areas. The racially transitioning 

areas have rates of home value appreciation which are drastically lower than the rates in 

comparable predominantly white areas.  Instead of lower rates, the integrated 

neighborhoods have higher rates of home value appreciation than the predominantly 

white areas.  They had higher rates of home value appreciation despite the fact that the 

socioeconomic status of the residents was significantly lower in the integrated areas than 

in the predominantly white areas.   

The next step in the analysis is to determine whether features of the neighborhood 

housing stock, combined with neighborhood socioeconomic status, can account for the 

higher rates of home value appreciation in the integrated neighborhoods.  To test this, I 
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ran an OLS regression which is presented in Table 6.7.  All tracts with enough data to 

calculate home value appreciation are included in the model.  Control variables related to 

the housing stock include the square footage of houses in the neighborhood, the number 

of bedrooms, the percentage of detached, single houses, and the percentage of old 

housing units (built prior to 1939).  I also have included control variables related to the 

demographics of the neighborhood residents.  These include the proportion of residents 

with a college degree, the percentage of residents who are children, and the change in the 

median household income (adjusted for inflation).  I also include a spatially lagged 

version of the dependent variable, and include it in the regression model as a way to test 

for spatial autocorrelation.  If the variable is significant, it indicates that values in 

adjacent neighborhoods are similar, and surrounding neighborhoods have an impact on 

the home value appreciation of each neighborhood.  The spatially lagged variable was 

created using the GeoDa program (Anselin, Syabri, and Kho 2006). 
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Coefficients
Robust 

Std. Error
t Sig.

(Constant) 84.834 15.076 5.630 .000

Median Sale Price of Homes, (1990) ($1,000's) -.551 .080 -6.870 .000

Average Bedrooms per House, (2000) 3.190 7.200 .440 .658

Percentage of Homes that are Detached, Single Family Homes, (2000) .298 .095 3.130 .002

Percentage of Homes Built Prior to 1939 (2000) .375 .099 3.810 .000

Square Footage of Homes, (2000) .017 .007 2.310 .021

Change in  Median Household Income, 1990-2005 .077 .022 3.440 .001

Proportion of Residents with College Degree, (2000) .765 .193 3.970 .000

Proportion of Residents who are Children 18+, (2000) -2.585 .455 -5.680 .000

Stable, Integrated Areas
1

7.883 10.056 .780 .433

Racial Transition Areas
2 -31.534 7.342 -4.290 .000

Spatial Weight Variable .221 .033 6.750 .000

n=876

1
Stable Integrated=1; Omitted Category: Predominantly White 

2
Racial Transition=1' Other neighborhood type coefficients not shown.  Full Model in Chapter 7

Table 6.7: Linear Regression Equation Predicting Rate of Home Value Appreciation Controlling for Housing Stock 

Variables, SES, and Neighborhood Type 

OLS Model, City and Suburban Areas

Dependent Variable: Home Value Appreciation, 1990-2005

R-Squared: .305
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The median sales price in 1990 has a negative impact on rates of home value 

appreciation.   Neighborhoods where housing values were low initially had the largest 

percentage gain in home value appreciation.  The number of bedrooms does not have a 

significant impact on rates of home value appreciation, however, all of the other housing 

stock variables do have a significant impact on home value appreciation.    Areas with a 

higher percentage of detached single housing units had higher rates of home value 

appreciation.  Detached housing tends to be more attractive to consumers, so this finding 

is not surprising.  The size of the housing units was also positively related to home value 

appreciation.  Neighborhoods with larger housing units had higher rates of home value 

appreciation.  The direction of these findings is consistent with the economic literature on 

how housing stock attributes can influence the price of housing (Gabriel 1987; Kim 

2003).    

In terms of the socioeconomic status variables, both educational attainment and 

median household income have a positive impact on rates of home value appreciation.  

The percentage of residents who are children had a negative impact on rates of home 

value appreciation.  Where there are a large number of young children, there will be a 

large number of younger households at the beginning of their careers.  Younger 

households will not be able to spend as much on housing as they will have lower incomes 

than older households with more established careers.     

Racially transitioning neighborhoods have significantly lower rates of home value 

appreciation.  In contrast, rates in the integrated neighborhoods are higher, yet the 

difference is not statistically significant after controlling for housing stock and the 

neighborhood demographics.  Overall, in terms of home value appreciation, the 
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integrated neighborhoods are not any different than the areas across the rest of the region.  

The finding that home value appreciation is just as high in integrated areas as in 

predominantly white areas is important.  It is consistent with the group of researchers 

(Ellen 2000; Nyden, Maly, and Lukehart 1997; Smith 1998) who believe that integrated 

neighborhoods are no longer unanimously unattractive.  I do not find any support for the 

idea that housing in integrated neighborhoods has lower rates of home value appreciation.   

Chapter Conclusion 

Although this is a small group of neighborhoods, it goes against the idea that 

racially integrated neighborhoods are inherently unstable.  I have demonstrated the 

existence of these stable neighborhoods, which have remained nearly unchanged in their 

racial mix since at least 1970.  I have also demonstrated that the rates of home value 

appreciation in these areas are just as high as they are in the predominantly white areas.  

Housing in these integrated neighborhoods is not any less valued due to their mixed racial 

composition.  This is a quite a difference from the transitioning neighborhoods, which 

had much lower rates of home value appreciation.  These findings are in line with the 

researchers who have argued that integrated neighborhoods can often be stable (Ellen 

1998; Nyden, Maly, and Lukehart 1997).  These findings are further evidence that 

integrated neighborhoods are no longer always viewed negatively, as they once were.   

It is important to note, however, that the findings in this chapter relate specifically 

to the residential integration of census tracts.  On its own, residential integration says 

very little about social integration.  It is possible that the neighborhoods are integrated, 

yet that the residents of the neighborhood do not interact with one another on a regular 

basis, and even that they primarily socialize with individuals of the same race within the 
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neighborhood.  They may also primarily socialize with friends and family outside the 

neighborhood.  The scope of this particular project does not allow me to determine the 

extent of social integration.  Still, even without knowing the extent of social integration, 

it is a positive sign for the future of race relations that stable, integrated neighborhoods 

exist and are not losing value because of their racial diversity.  
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CHAPTER 7 

 CONCLUSION 

 

This research project set out to examine what happens to housing values when 

blacks move into white neighborhoods.  This is a question of broad importance because 

reactions to such residential integration will dictate the future of residential segregation.
60

  

If housing values decline in integrated neighborhoods relative to predominately white 

neighborhoods, as they have in the past, then integrated neighborhoods will not remain 

stable long term.  If, however, housing values continue to rise in these neighborhoods, 

then that is a very positive sign for the future of race relations.  Housing values are also 

particularly important because, for many Americans, housing value equity is their only 

source of wealth.  The racial wealth gap is much more large and persistent than the 

income gap.   

In the chapters presented thus far, I have focused on the racially transitioning 

neighborhoods.  I have displayed regression equations comparing these neighborhoods to 

the predominantly white neighborhoods.  Here, I present the full model with the 

coefficients for a variety of neighborhood types beyond just the racially transitioning 

neighborhoods.  First I present a table which summarizes the differences between the 

different neighborhood types.  Then I present a full map to show the location of each of 

the neighborhood types and the extent of segregation in the region.  Finally, I present the 

full linear regression equation, to show which neighborhood types are significantly above 

                                                           

60
 Changes in public policy may also impact patterns of residential segregation.  This includes changes to 

the Fair Housing Act, or changes in the price or financing of housing.   
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and below average.  After a discussion of the full model and its implications, I summarize 

the main findings of the dissertation, and then discuss policy implications.   

Thus far this research project has focused primarily on neighborhoods which 

started out as being predominantly white and subsequently underwent racial transition.  

Throughout the dissertation I have frequently compared racially transitioning 

neighborhoods to predominantly white neighborhoods.  Rates of home value appreciation 

in the racially transitioning neighborhoods were substantially lower than in the 

predominantly white neighborhoods.  In chapter four I also examined the case of 

neighborhoods which started out as predominantly white areas, but where asians, latinos 

and blacks together made the neighborhood substantially more diverse; these are the 

diverse transition neighborhoods.  Despite the drop in the white population in the diverse 

transition areas, the rates of home value appreciation were not significantly different from 

the rates in the predominantly white neighborhoods.  In chapter five I showed that school 

district racial transition also has a large, negative impact on rates of home value 

appreciation, which extends to all neighborhoods located in the district.  In chapter six I 

examined the case of stable, integrated neighborhoods where the racial composition did 

not shift dramatically.  Rates of home value appreciation in the stable, integrated 

neighborhoods were not significantly different from rates in the predominantly white 

neighborhoods.  However, there are other neighborhood types that have not been 

examined in detail.  Table 7.1 details all nine neighborhood categories.  I have broken 
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down the neighborhood types based on the racial composition in 1990 and 2000 and the 

degree to which the racial composition dramatically shifted between 1990 and 2000.
61

   

There are five neighborhood types which were not previously discussed.  These 

are predominantly black, majority white stable, majority white transitioning, latino, and 

mixed neighborhoods.  As seen in Table 7.1, predominantly black neighborhoods are 

about 90% black, with a handful of white residents and very few latino or asian residents 

in either 1990 or 2000.  The racial diversity of these areas did not shift significantly 

between 1990 and 2000.  They appear to be neighborhoods where virtually the only 

residents are black.   

The majority white, stable neighborhoods are areas with a large white population 

that did not shift much between 1990 and 2000.  In the majority white, stable 

neighborhoods, whites are still the largest group, by far, but blacks also have a sizeable 

presence.  Yet they don’t reach that 15% threshold that most research has suggested is 

where outmigration would begin.  By comparison, predominately white neighborhoods 

have very little black presence in either 1990 or 2000.  They are virtually all-white.  A 

racial minority living in those neighborhoods would likely feel isolated; these 

neighborhoods are theoretically where whites would be the most comfortable if they were 

adverse to living in racially diverse neighborhoods.   

                                                           

61
 See Chapter 3 for an exhaustive explanation of the definitions of each neighborhood type. 
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Types and Racial Composition by Year 

1990-2000

NeighborhoodType Black White Asian Latino Black White Asian Latino

Shift in Black 

Population

Mixed/Other (n=24) 37% 51% 8% 4% 48% 35% 10% 7% 11%

Diverse Transition (n=28) 2% 92% 3% 3% 9% 71% 9% 11% 6%

Stable, Integrated (n=25) 26% 70% 1% 3% 26% 68% 2% 5% 0%

Latino (n=17) 24% 19% 4% 55% 32% 9% 3% 60% 8%

Racially Transitioning (n=42) 4% 92% 2% 2% 28% 59% 4% 9% 24%

Majority White Transitioning (n=45) 20% 71% 5% 4% 41% 44% 8% 7% 21%

Predominantely Black (n=126) 89% 9% 1% 2% 90% 6% 1% 2% 2%

Majority White/Stable (n=87) 9% 85% 3% 3% 10% 78% 7% 5% 1%

Predominately White, Stable (n=483) 2% 96% 1% 1% 3% 93% 3% 2% 1%

Total (n=877) 18% 77% 2% 3% 22% 70% 3% 4% 4%

20001990

Table 7.1: Neighborhood Types and Racial Composition by Year



191 

 

Following the distinction between the majority white neighborhoods and the 

predominantly white neighborhoods, there is also a notable difference in the racial 

composition of the racially transitioning areas vs. the majority white transitioning areas.  

The two areas simply have very different starting points in terms of their racial 

composition, but both have had a radical increase in the black population between 1990 

and 2000.  These are essentially two areas in two different stages of transition.  The shift 

is almost as large in the majority white transition areas, and it is a different kind of shift 

because, by 2000, these areas have crossed the threshold to where there are an equal 

number of whites and blacks in the neighborhood. 

The latino neighborhoods are areas where latinos are the largest racial group by 

far.  These neighborhoods have a white and black presence, but each group makes up less 

than a quarter of the residents in 1990.  There is some racial transition that occurs 

between 1990 and 2000, as the percentage of whites declined by 10 points and the 

percentage of blacks increases by 8 points.  However the latino population is by far the 

largest in each year, and the increase in the percentage of black residents does nothing to 

change that.     

The mixed neighborhoods are not dominated by any racial group and do not 

dramatically shift during the study period.  However, they are also not stable, as the black 

population did increase between 1990 and 2000.  Therefore they did not fit into any of 

the other categories.   

Figure 7.1, is a map of the different neighborhood types for the entire region, 

color-coded by neighborhood type.  In Figure 7.2, I zoom in on that same map to show 

more specifically how Philadelphia itself is divided into categories.   
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The region as a whole is very segregated, with most of the predominantly black 

areas located in Philadelphia, and most of the predominantly white areas located in the 

suburbs.  There are large sections of West Philadelphia and North Philadelphia that are 

entirely comprised of predominantly black areas.  The racially transitioning areas and the 

majority white transition areas are grouped together, and are located between the 

predominantly black areas and the predominantly white areas or the majority white, 

stable areas.  The transition areas appear to be serving as a buffer zone between blacks 

and whites.  Most are located either in Philadelphia or in the inner-ring suburbs adjacent 

to Philadelphia.  Very few of the racially transitioning areas are spatially isolated; they 

are located next to other neighborhoods which also have a sizeable black population.
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Figure Error! No text of specified style in document..1: Color Coded Map of Neighborhood Types, Pennsylvania Side of the Philadelphia Metro Area, 1990-2000 

 

Figure 7.1: Color Coded Map of Neighborhood Types, Pennsylvania Side of the 

Philadelphia Metro Area, 1990-2000 
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Figure Error! No text of specified style in document..2: Color Coded Map of Neighborhood Types, Focus on Philadelphia Figure 7.2: Color coded map of Neighborhood Types, Focus on Philadelphia 
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The majority white areas are fairly dispersed throughout the region, but are closer 

to Philadelphia than the predominantly white areas.  The mixed neighborhoods are most 

often located directly next to a predominantly black area.  The black areas are surrounded 

by buffer areas of a variety of neighborhood types, with mixed areas closest, and then the 

predominantly white areas are in the periphery.   

   The most spatially isolated neighborhoods type are actually the latino 

neighborhoods.  Every single one is adjacent to another latino neighborhood, and they are 

all in the same region in North Philadelphia.  It is the only category that does not exist in 

both the city and the suburbs.  They are located adjacent to predominantly black areas to 

the west, and diverse transition and majority white transition areas to the east.  What the 

map is showing overall is a racially segregated region that is in transition.   

In Table 7.2, I present a regression model showing how each of the neighborhood 

types compares to the predominantly white areas in terms of rates of home value 

appreciation, after controlling for neighborhood housing stock characteristics and the 

socioeconomic status of the neighborhood residents.  This is the same model presented in 

Table 4.7 of chapter four and in Table 6.8, only each of the coefficients for the different 

neighborhood types is displayed.
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n Rates of Various Neighborhood Types Compare to Predominantly White Neighborhoods, After Controlling for Housing Stock Characteristics and Neighborhood Residents' SES 

Coefficients
Robust 

Std. Error
t Sig.

84.834 15.076 5.630 .000

-.551 .080 -6.870 .000

3.190 7.200 .440 .658

.298 .095 3.130 .002

.375 .099 3.810 .000

.017 .007 2.310 .021

.077 .022 3.440 .001

.765 .193 3.970 .000

-2.585 .455 -5.680 .000

Stable, Integrated Areas 7.883 10.056 .780 .433

Racial Transition Areas -31.534 7.342 -4.290 .000

Majority White, Stable Areas 4.330 5.859 .740 .460

Majority White, Transition Area -25.863 9.529 -2.710 .007

Predominantly Black Areas -6.194 9.184 -.670 .500

Latino Areas -22.779 17.997 -1.270 .206

Diverse Transition Areas 17.218 9.288 1.850 .064

Mixed Areas 3.424 16.644 .210 .837

.221 .033 6.750 .000

n=876

1
Stable, Integrated =1; Racial Transition=1; … ; Omitted Category: Predominantly White 

R-Squared: .305

Median Sale Price of Homes, (1990) ($1,000's)

Average Bedrooms per House, (2000)

Percentage of Homes that are Detached, Single Family Homes, (2000)

Percentage of Homes Built Prior to 1939 (2000)

Square Footage of Homes, (2000)

Change in  Median Household Income, 1990-2005

Proportion of Residents with College Degree, (2000)

Proportion of Residents who are Children 18+, (2000)

(Constant)
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Table 7.2: How Home Value Appreciation Rates of Various Neighborhood Types Compare to Predominantly White 

Neighborhoods, After Controlling for Housing Stock Characteristics and Neighborhood Residents' SES

Dependent Variable: Home Value Appreciation, 1990-2005



197 

 

 

Table 7.2 shows the complete model with all areas from Philadelphia and the 

suburbs included, and each of the areas are compared to the predominantly white areas.  

Predominantly white is the omitted category because it is the largest category, by far, and 

because it is often assumed in the literature that these areas will have the strongest 

housing markets.  The predominantly white neighborhood has long been the standard 

against which other neighborhood types would be compared.  The most interesting part 

here is that the racially transitioning areas and the majority white transition areas have 

rates of home value appreciation much lower than the predominantly white areas.  These 

are the only two areas where home value appreciation rates are significantly lower than 

rates in the predominantly white areas.  And the magnitude of the difference is very 

similar, as the majority white transition areas have rates that are nearly 26 percentage 

points lower, and for the racially transitioning areas the rates are 31 percentage points 

lower.  Recall that the distinction between these neighborhood types is their starting point 

and their ending point in terms of neighborhood racial composition, not the degree of 

racial transition.  In both areas the shift was very large.  However the racially 

transitioning areas started out predominantly white, whereas the majority white transition 

areas started out integrated, and ended up, on average being over 50% black.  In terms of 

home value appreciation rates though, this difference does not seem to matter.  Both 

types of transition have a large, negative impact on rates of home value appreciation.     

What may be more surprising is that the rates of home value appreciation in the 

predominately black areas are not significantly different from the rates in the 

predominantly white areas.  It is often assumed that the predominantly black 
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neighborhoods are the worst off, and will be the most neglected by the real estate 

industry.  Black neighborhoods in urban areas are commonly referred to as ‘ghettoes.’ 

Surely a housing market would not be strong in a ghetto.  Urban sociologists have long 

described a dual housing market that serves the interests of whites, where black 

consumers are discriminated against, and black neighborhoods are neglected and starved 

for investment.  Furthermore, black neighborhoods are often depicted in popular media as 

dangerous, deprived areas.  They are also generally poorly served by supermarkets and 

banks, and lack other amenities attractive to consumers.  However, rates of home value 

appreciation in the black neighborhoods are steady.       

It appears that during a transitioning phase, the areas have significantly lower 

rates of home value appreciation, then once they have become predominantly black and 

property values have essentially bottomed out, values rise once again.  Thus, the 

transition areas are actually the least attractive areas in the region.     

I expected a difference between the racially transitioning areas and the majority 

white transition areas.  However, it seems that the two areas are virtually equivalent, just 

undergoing two separate stages of transition, with the majority white transition areas as 

the second phase.  Therefore I would expect in the next decade that the areas which are 

here labeled as ‘racially transitioning’ areas will shift to ‘majority white transition’ and 

continue to lose white population.  The areas which are now labeled ‘majority white, 

transition’ areas will continue to shift and likely end up as ‘predominantly black’ areas 

within the next 10 to 20 years.  To the degree that Philadelphia’s experience can be 

generalized, this is in fact extremely discouraging news for the future of racial 

segregation in major metropolitan areas.  It appears that, more often than not, transition 
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follows the basic Schelling model.  It is true that there are a handful of stable, integrated 

areas which exist, and which have been stable for some time.  These 25 areas have rates 

of home value appreciation which are equivalent to the rates in the predominantly white 

areas.  That is encouraging, that these stable, integrated neighborhoods are flourishing in 

the housing market.  However, together, the two transition areas vastly outnumber the 

stable, integrated areas, 87 to 25, a ratio of greater than 3:1.  Furthermore, the area as a 

whole is still quite segregated.  The two largest categories, by far, are each dominated by 

one racial group.  The predominately white neighborhoods, of which there were 438, are 

over 90% white.  The predominantly black neighborhoods, of which there were 126, were 

also on average 90% black.  Together these neighborhood types account for 564 out of 

the 878 neighborhoods for which I have data, or 64% of all neighborhoods.     

One exception to this pattern is that the diverse transition areas have housing 

values that are quite stable.  In fact, it seems that rates of home value appreciation in 

these areas are higher than in the predominantly white areas, yet the coefficient is just 

above the .05 threshold for statistical significance.  The transition in these areas is unique 

because blacks are not the largest racial minority group.  Each of these areas is still a 

majority white neighborhood, with a fair amount of asian and latino residents by 2000.  

This, unfortunately, is an indicator that the housing market particularly avoids blacks and 

black neighborhoods, rather than all forms of racial diversity.  This supports Joe Feagin’s 

argument that blacks are still discriminated against in a unique way.   

Latino neighborhoods have, on average lower levels of home value appreciation, 

but this difference is not statistically significant.  A reason for the lack of statistical 

significance may be the smaller sample size, as there are only 17 neighborhoods 
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classified as latino.  These areas are exclusively concentrated in the region between North 

Philadelphia and North East Philadelphia, sandwiched between predominantly black 

neighborhoods, white-to-black racially transitioning and majority white transitioning 

neighborhoods, and the predominantly white neighborhoods in the farthest section of 

Northeast Philadelphia.  This is the one category of neighborhoods where there is really 

no diversity in location.  These low rates of appreciation in the latino areas serve as a 

counterpoint to Feagin’s idea of black exceptionalism.  I expect that if the sample size 

were larger, the difference between these areas and the predominantly white areas would 

be statistically significant.  Were the difference statistically significant, it may also be 

evidence of institutional discrimination, particularly since those areas are so close 

together and are therefore treated primarily by the same group of realtors and housing 

lenders.  Data from the housing audit studies has shown that real estate institutions are 

discriminating against Hispanic homebuyers and are less likely to offer them competitive 

loans.  These forms of institutional discrimination may be contributing to lower rates of 

home value appreciation in the latino areas.   

Overall Conclusions 

The main goal of this research project was to describe the circumstances under 

which neighborhoods that racially transition will lose value.  To that end, there are three 

broad findings.   

First, only transitioning neighborhoods where blacks were the largest minority 

group will have significantly lower rates of home value appreciation.  Diverse transition 

areas where the largest minority group was either asian or latino did not have 

significantly lower rates of home value appreciation.  In these areas home values were 
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stable.  Additionally, there are a large number of stable, integrated areas where housing 

values were stable and not significantly different from housing values in the 

predominately white areas.  These integrated neighborhoods have been racially diverse 

since at least 1970.  Therefore there are plenty of scenarios under which integrated 

neighborhoods exist with stable housing values.  

Second, the degree of racial transition is also quite important.  In the areas which 

had substantially lower rates of home value appreciation, the increases in the black 

population were, on average, at least 20 percentage points.  Lower levels of transition do 

not produce a negative impact.  In separate equations, I looked at the increase in the black 

population as a continuous variable, and it has no effect whatsoever on rates of home 

value appreciation.  This is one reason why my findings may be different from others 

who did not find an impact.  Researchers who did not report a negative impact of racial 

transition on housing prices typically modeled racial transition as a single continuous 

variable, instead of accounting for different neighborhood types.  An increase in black 

residents by itself is not necessarily important unless it is large, and the area was a 

majority white area in the first place.  If a neighborhood increases from 70% black to 

90% black, it will not have an effect, because the area is already recognized as a 

predominantly black area.  However, a shift from 5% black to 25% black is important, as 

demonstrated by the case of the racially transitioning areas.       

The third broad point is that racial transition in school districts plays a big role in 

the way that housing prices are influenced by neighborhood racial shifts.  As show in 

Chapter 5, by examining just the racial composition of the school district, 60% of the 

variation between districts in rates of home value appreciation could be accounted for.  
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When neighborhoods transition, school districts often transition at the same time.  

Newcomers to a region are often younger than the incumbent residents and more likely to 

have school-aged children.  Because of this, school district transition is often more rapid 

than neighborhood transition.  All of the neighborhoods located within that school district 

are then impacted, because they are all served by the same school district.  School district 

transition can have a more far reaching impact though, because all of the neighborhoods 

within the district are impacted, which can lead to a more rapid transition of the rest of 

the neighborhoods.  Once the school district transitions, whites with young children will 

be hesitant to move into the area, and soon the rest of the neighborhoods within the 

school district will also transition.       

 Because this research project relies on aggregated census data and real estate data, 

it is difficult to determine whether the lower rates of home value appreciation are a 

reflection of consumer values or a reflection of institutional discrimination, as discussed 

below.  The most plausible explanation is that both are occurring simultaneously.  

Because the vast majority of transitioning neighborhoods are in close proximity to 

predominantly black neighborhoods, it is likely that observers expect the transition to 

continue, and to ultimately result in an all black neighborhood.    Even if the incumbent 

white residents are completely tolerant of increased racial diversity, an area that is 

expected to transition will not attract new white residents.  This is because most whites 

still are not willing to live in neighborhoods where whites are the minority (Krysan 

2008).  Therefore, transition will eventually occur, and only the pace is in doubt.  As the 

neighborhood transitions, the school will transition even more quickly.  As the school 

transitions, its reputation declines, and even fewer people will find the area attractive 
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(Farrie 2008).  If fewer people find the area attractive, prices will decline, even if the 

institutions serving the area are fair in promoting the housing, the school, and the 

neighborhood as a nice place to live.  Even if banks are fair in providing loans to 

individuals interested in the neighborhood, prices will suffer if the reputation of the area 

declines.   

 On the other hand, realtors do have a lot of influence over which neighborhoods 

and school districts prospective buyers end up seriously considering.  Although the 

practice has been somewhat curtailed with passage of the 1988 amendments to the Fair 

Housing Act, realtors still engage in racial steering (Galster and Godfrey 2005).    

Discrimination in the lending industry may be even more important, as blacks tend to be 

less likely to be approved for a mortgage than similarly qualified whites.  Price 

discrimination still occurs, specifically in majority white neighborhoods, blacks have to 

pay more than whites to purchase a house (Ihlanfeldt and Mayock 2009). A recent study 

of mortgages in Philadelphia found that blacks are more likely to be victims of predatory 

lending than whites (Crossney 2010).  Institutional discrimination may pose a particular 

problem in determining where racial transition occurs as blacks are often more likely to 

get approved for a loan in a racially diverse area than in a predominantly white area.  This 

may be a very important contributor to the cycle of racial transition by effectively 

limiting blacks to areas adjacent to black areas.  Overall, it is highly likely that 

institutional discrimination plays a very important role in patterns of racial transition and 

in differences in rates of home value appreciation in transitioning areas.   
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Limitations 

The data in this study only describe part of the greater Philadelphia region, and 

thus it is not appropriate to generalize to metro areas across the country.  However, I do 

expect that the findings would likely be similar for other post-industrial metropolitan 

areas in the Midwest and northeast, such as Baltimore, Boston, Cleveland, and St. Louis.   

The data collected includes housing prices observed during the recent housing 

market bubble (1998-2005), yet does not include prices after the housing market collapse, 

which has resulted in lower prices along with a crippled economy (Coleman, LaCour-

Little, and Vandell 2008; Wheaton and Nechayev 2008).  The increased availability of 

credit and the actions of predatory lenders have contributed to the housing bubble and 

subsequent bust.  The ultimate effect on the market, during the study period, is higher 

rates of home value appreciation, and greater between neighborhood variation in home 

value appreciation.  For this project, greater between neighborhood variation in home 

value appreciation increases my ability to see how racial transition has or has not 

impacted home value appreciation rates.  The magnitude of these differences may be 

somewhat exaggerated due to the housing bubble, but the direction and the pattern of the 

impact of racial transition on home value appreciation would likely be similar during a 

non-bubble era.  Although my date are limited, I believe that observing the market during 

times of relative prosperity provides a useful barometer of how race plays a role in the 

housing market.  I argue that the relative role of race will probably play a similar role in 

the housing market once the housing bubble is over, as long as the dominant racial 

ideology has not changed.       
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Policy Implications  

 Transitioning neighborhoods are still losing value, however, the magnitude of the 

difference is not as large as it once was.  Furthermore, there are a number of racially 

integrated neighborhoods whose values are not significantly different from the 

predominantly white areas.  This is a positive development on the path towards racial 

equality.  These findings are evidence of the success of the 1988 amendments to the Fair 

Housing Act and the influence of this legislation on the practices of the real estate 

industry.  Because of the amendments, realtors now very carefully train new realtors to 

comply with the law and not discriminate so that they will not face penalties (Ross and 

Turner 2005).  Furthermore, although they have not disappeared, instances of 

discrimination, as measured by housing audit studies, have declined.  Yet there is still 

work to be done.  It is important that the Department of Housing and Urban Development 

has the funding necessary to be vigilant against violations of the Fair Housing Act.  More 

needs to be done to insure fair lending opportunities for those who are interested in 

purchasing housing.  One way to increase adherence to the tenets of the Fair Housing Act 

may be to increase the frequency of randomized audit studies.  Again, officers at the 

Department of Housing and Urban Development must be given the resources to enforce 

the Fair Housing Act and they must remain vigilant.   

Finally, many elements of our society, and the government in particular, have 

treated housing as a symbol of middle class success and have done many things to 

encourage home ownership.  Behind all of these policies is the possibly mistaken belief 

that homeownership is a way to build wealth.  However, if neighborhoods fail to 

appreciate in price as they become integrated, the blacks who are the most recent buyers 
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will be least able to increase their wealth through homeownership.  Instead, the cycle of 

neighborhood racial transition may actually contribute to the racial wealth gap.  

Therefore, increased caution must be used when purchasing a house, and other avenues 

for wealth building wealth must be given serious consideration.  This includes traditional 

savings accounts, stocks, and bonds.     
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APPENDIX A : FULL HLM MODELS 

 

b SE T Ratio b SE T Ratio b SE T Ratio

Constant 83.557*** 9.089 9.19 47.201*** 11.433 4.128 45.570*** 12.187 3.739

Performance on Assessment Exams - - - 0.601*** 0.174 3.443 0.639*** 0.167 3.834

Median Sale Price of Homes (1990) -0.749*** 0.055 -13.67
-0.787*** 0.062 -12.738 -0.788*** 0.062 -12.794

Average Square Footage of Homes in Tract (2005) 0.062*** 0.004 14.7 0.068*** 0.004 18.139 0.068*** 0.004 18.433

Percentage of Homes that are Row Homes (2005) -0.521*** 0.085 -6.09
-0.413*** 0.094 -4.404 -0.402*** 0.089 -4.515

Percentage of Homes that are Colonial Style (2005) 0.254*** 0.082 3.1 0.192* 0.085 2.242 0.181* 0.088 2.055

Percentage of Housing Units Built Prior to 1939 (2000) 0.1156 0.103 1.12 0.028 0.094 0.298 0.027 0.093 0.295

Change in Median Household Income, 1990-2005 0.0177 0.014 1.22 0.019 0.013 1.486 0.015 0.012 1.219

Proportion of Residents with College Degree (2000) 0.2044 0.122 1.67 -0.077 0.112 -0.685 -0.051 0.113 -0.45

Proportion of Residents who are Children Aged < 18 (2000) -1.891*** 0.304 -6.23
-1.226*** 0.318 -3.852 -1.075*** 0.321 -3.348

Spatial Weight 0.168*** 0.025 6.66 0.124*** 0.031 4.062 0.113*** 0.029 3.829

Majority White -6.4668 3.915 -1.65 -4.973 3.710 -1.34 -5.130 3.645 -1.407

Racially Transitioning
1

-19.642** 6.993 -2.81 -11.988+ 7.140 -1.679 -14.117* 6.655 -2.121

Majority White, Transitioning -27.904*** 8.067 -3.46 -5.411 8.808 -0.614 -11.543 9.557 -1.208

Predominantly Black 1.6628 22.153 0.08 18.945 26.545 0.714 44.870 27.220 1.648

Stable, Integrated 9.0848 8.905 1.02 4.827 9.412 0.513 5.057 9.023 0.56

Diverse, Transitioning 6.2585 3.985 1.57 5.499 5.746 0.957 5.685 5.546 1.025

Mixed -2.9192 16.024 -0.18 7.325 14.669 0.499 9.154 15.984 0.573

Model 0 Model 1 Model 2

Reliability Estimate - 0.745 0.719

Level 1: Percentage of Variation between Tracts Explained 60.6% 59.6% 61.1%

Level 2: Percentage of Variation between Districts Explained - 51.1% 58.9%

* Significant at .05 Level (Two-Tailed)

** Significant at .01 Level (Two-Tailed)

*** Significant at .001 Level (Two-Tailed)

+Significant at .05 Level (One-Tailed)

Omitted Variable=Predominantly White

1Racially Transitioning=1; 
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Table A.1, Full Version of Table 5.3: Rates of Home Value Appreciation Segmented by School District Assessment Performance:
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Table 0.1: Full Model of Table 5.4 Comparison of HLM Models, Different Ways of Modeling the Influence of School District Racial Composition 

 

b SE T Ratio b SE T Ratio b SE T Ratio

Constant 78.629*** 10.832 7.259 84.984*** 9.996 8.501 81.254*** 10.468 7.762

Racially Transitioning District
1

-21.110*** 6.269 -3.368 - - - - - -

Majority White District 3.293 5.571 0.591 - - - - - -

Change in Percentage of Black Students, 1990-2005 - - - -0.999*** 0.194 -5.151 - - -

Percentage of Black Students (1990) - - - - - - -0.624** 0.223 -2.8

Median Sale Price of Homes (1990) -0.780*** 0.061 -12.801 -0.781*** 0.061 -12.786 -0.781*** 0.062 -12.664

Average Square Footage of Homes in Tract (2005) 0.067*** 0.004 18.48 0.067*** 0.004 18.408 0.068*** 0.004 18.525

Percentage of Homes that are Row Homes (2005) -0.377*** 0.092 -4.111 -0.369*** 0.091 -4.05 -0.396*** 0.087 -4.57

Percentage of Homes that are Colonial Style (2005) 0.222*** 0.086 2.581 0.217* 0.087 2.492 0.217* 0.087 2.501

Percentage of Housing Units Built Prior to 1939 (2000) 0.035 0.093 0.375 0.023 0.091 0.249 0.039 0.093 0.417

Change in Median Household Income, 1990-2005 0.013 0.012 1.07 0.014 0.012 1.191 0.014 0.012 1.124

Proportion of Residents with College Degree (2000) 0.069 0.108 0.639 0.070 0.105 0.665 0.052 0.106 0.494

Proportion of Residents who are Children Aged < 18 (2000) -1.189*** 0.323 -3.681 -1.172*** 0.323 -3.627 -1.164*** 0.316 -3.683

Spatial Weight 0.120*** 0.032 3.807 0.102** 0.032 3.197 0.122*** 0.030 4.127

Majority White -5.211 3.854 -1.352 -5.025 3.645 -1.379 -4.460 3.702 -1.205

Racially Transitioning
2

-12.846+ 6.809 -1.887 -11.803+ 6.976 -1.692 -13.030+ 7.188 -1.813

Majority White, Transitioning -9.700 10.151 -0.956 -9.328 10.516 -0.887 -9.556 10.502 -0.91

Predominantly Black 47.157+ 26.978 1.748 47.704+ 26.464 1.803 48.373+ 27.652 1.749

Stable, Integrated 6.133 9.486 0.646 6.216 9.360 0.664 7.255 9.219 0.787

Diverse, Transitioning 6.111 5.491 1.113 5.873 5.267 1.115 6.965 5.454 1.277

Mixed 10.637 16.183 0.657 10.796 16.040 0.673 9.706 15.959 0.608

Model 3 Model 4 Model 5

Reliability Estimate 0.721 0.711 0.732

Level 1: Percentage of Variation between Tracts Explained 61% 61% 61%

Level 2: Percentage of Variation between Districts Explained 58% 60% 56%

* Significant at .05 Level (Two-Tailed)

** Significant at .01 Level (Two-Tailed)

*** Significant at .001 Level (Two-Tailed)

+Significant at .05 Level (One-Tailed)
1
Racially Transitioning District=1; Omitted Variable=Predominantly White District

2
Racially Transitioning Tracts=1; Omitted Variable=Predominantly White
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Table A.2, Full Version of Table 5.4: Comparison of HLM Models, 

Different Ways of Modeling the Influence of School District Racial Composition on Neighborhood Rates of Home Value Appreciation
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Table 0.2: Full Model of Table 5.5, Comparison of HLM Models, Including Both Racial Composition and District Performance on Assessment  Exams 

 

b SE T Ratio b SE T Ratio b SE T Ratio

Constant 85.908*** 10.520 8.166 75.100*** 17.301 4.341 71.333*** 16.329 4.368

Residual*(Percentage of Black Students, 1990) - - - -0.089 0.2663 -0.334

District Performance on Assessment Exams 0.179 0.2246 0.799 0.228 0.2396 0.95

Change in Percentage of Black Students, 1990-2005 -0.870*** 0.255 -3.416 -0.750* 0.356 -2.102 -0.749* 0.3565 -2.102

Percentage of Black Students (1990) -0.18994 0.2619 -0.725 -0.089 0.2663 -0.334

Median Sale Price of Homes (1990) -0.781*** 0.061 -12.734 -0.784*** 0.061 -12.825 -0.784*** 0.061 -12.825

Average Square Footage of Homes in Tract (2005) 0.067*** 0.004 18.542 0.067*** 0.004 18.644 0.067*** 0.004 18.644

Percentage of Homes that are Row Homes (2005) -0.370*** 0.092 -4.026 -0.374*** 0.091 -4.116 -0.374*** 0.091 -4.116

Percentage of Homes that are Colonial Style (2005) 0.216* 0.087 2.487 0.205* 0.086 2.376 0.205* 0.086 2.376

Percentage of Housing Units Built Prior to 1939 (2000) 0.025 0.092 0.275 0.024 0.092 0.255 0.024 0.092 0.255

Change in Median Household Income, 1990-2005 0.014 0.012 1.181 0.014 0.012 1.207 0.014 0.012 1.207

Proportion of Residents with College Degree (2000) 0.068 0.104 0.651 0.030 0.116 0.26 0.030 0.116 0.26

Proportion of Residents who are Children Aged < 18 (2000) -1.169*** 0.322 -3.624 -1.137* 0.320 -3.559 -1.137** 0.320 -3.559

Spatial Weight 0.100** 0.032 3.171 0.099** 0.031 3.206 0.099** 0.031 3.206

Majority White -4.825 3.666 -1.316 -4.861 3.649 -1.332 -4.861 3.649 -1.332

Racially Transitioning
1

-11.572 7.085 -1.633 -12.055+ 7.064 -1.706 -12.055+ 7.064 -1.706

Majority White, Transitioning -8.647 10.532 -0.821 -9.143 10.517 -0.869 -9.143 10.517 -0.869

Predominantly Black 48.548 27.237 1.782 47.554+ 27.408 1.735 47.554+ 27.408 1.735

Stable, Integrated 6.546 9.203 0.711 6.040 8.880 0.68 6.040 8.880 0.68

Diverse, Transitioning 6.152 5.363 1.147 5.957 5.394 1.104 5.957 5.394 1.104

Mixed 11.186 15.999 0.699 10.941 16.152 0.677 10.941 16.152 0.677

Model 6 Model 7 Model 8

Reliability Estimate 0.715 0.721 0.721

Level 1: Percentage of Variation between Tracts Explained 61% 61% 61%

Level 2: Percentage of Variation between Districts Explained 60% 58% 58%

* Significant at .05 Level (Two-Tailed)

** Significant at .01 Level (Two-Tailed)

*** Significant at .001 Level (Two-Tailed)

+Significant at .05 Level (One-Tailed)
1
Racially Transitioning Tracts=1; Omitted Variable=Predominantly White; 
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Table A.3: Full Version of Table 5.5: Comparison of HLM Models, Models Including Both Racial Composition and District Performance on Assessment Exams

 (Which Matters More, Racial Composition or School Quality?)

Model 6: Racial Model 7: Assessment Model 8: Assessment 
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APPENDIX B: CORRELATION MATRICES 

 

Table 0.1: Bivariate Correlations, Variables Used in Linear Regression Equations, Complete Model 

 

Median Sale 

Price of Homes, 

(1990) 

($1,000's)

Square Footage 

of Homes, 

(2000)

Percentage of 

Homes that are 

Detached, 

Single Family 

Homes, (2000)

Average 

Bedrooms per 

House, (2000)

Change in  

Median 

Household 

Income, 1990-

2005

Proportion of 

Residents with 

College Degree, 

(2000)

Proportion of 

Residents who 

are Children 

18+, (2000)

Percentage of 

Homes Built 

Prior to 1939 

(2000)

Spatial Weight 

Variable

Median Sale Price of Homes, 

(1990) ($1,000's)
1

Square Footage of Homes, 

(2000)
0.5596 1

Percentage of Homes that are 

Detached, Single Family 

Homes, (2000)

0.7085 0.419 1

Average Bedrooms per House, 

(2000)
0.5382 0.3796 0.7183 1

Change in  Median Household 

Income, 1990-2005
0.1595 0.085 0.1786 0.1375 1

Proportion of Residents with 

College Degree, (2000)
0.7953 0.4972 0.5387 0.4079 0.1087 1

Proportion of Residents who 

are Children 18+, (2000)
-0.2205 -0.0355 0.0399 0.3426 0.0141 -0.3693 1

Percentage of Homes Built 

Prior to 1939 (2000)
-0.5052 -0.2068 -0.5473 -0.2962 -0.1758 -0.3986 0.0846 1

Spatial Weight Variable -0.039 0.1365 -0.0263 0.0288 -0.0098 0.0614 0.0654 0.2157 1

Table B.1: Bivariate Correlations, Variables Used in Linear Regression Equations, Complete Model, (n=877)
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Table 0.2: Bivariate Correlations, Variables Used in Linear Regression Equations, Suburbs Only 

 

 

Table 0.3: Bivariate Correlations, Variables Used in Linear Regression Equations, Suburbs Only, Chester Excluded 

 

Median Sale 

Price of Homes, 

(1990) 

($1,000's)

Average Square 

Footage of 

Homes in Tract 

(2005)

Percentage of 

Homes that are 

Row Homes 

(2005)

Percentage of 

Homes that are 

Colonial Style 

(2005)

Change in 

Median 

Household 

Income, 1990-

2005

Proportion of 

Residents with 

College Degree 

(2000)

Proportion of 

Residents who 

are Children 

Aged < 18 

(2000)

Percentage of 

Homes Built 

Prior to 1939 

(2000)

Spatial Weight 

Variable

Median Sale Price of Homes, 

(1990) ($1,000's)
1

Average Square Footage of 

Homes in Tract (2005)
0.7654 1

Percentage of Homes that are 

Row Homes (2005)
-0.512 -0.4879 1

Percentage of Homes that are 

Colonial Style (2005)
0.5031 0.5765 -0.3856 1

Change in Median Household 

Income, 1990-2005
0.1309 0.1035 -0.2156 0.1382 1

Proportion of Residents with 

College Degree (2000)
0.7264 0.6326 -0.4607 0.4843 0.0929 1

Proportion of Residents who 

are Children Aged < 18 (2000)
-0.0234 0.1016 0.0859 0.0562 0.1682 -0.0875 1

Percentage of Homes Built 

Prior to 1939 (2000)
-0.3065 -0.2077 0.5401 -0.0973 -0.2056 -0.2952 0.0026 1

Spatial Weight Variable 0.2815 0.3168 -0.3377 -0.1196 0.1133 0.2748 0.0243 -0.1563 1

Table B.2 Bivariate Correlations, Variables Used in Linear Regression Equations, for Suburbs Only, (N=558)
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Median Sale 

Price of Homes, 

(1990) 

($1,000's)

Average Square 

Footage of 

Homes in Tract 

(2005)

Percentage of 

Homes that are 

Row Homes 

(2005)

Percentage of 

Homes that are 

Colonial Style 

(2005)

Change in 

Median 

Household 

Income, 1990-

2005

Proportion of 

Residents with 

College Degree 

(2000)

Proportion of 

Residents who 

are Children 

Aged < 18 

(2000)

Percentage of 

Homes Built 

Prior to 1939 

(2000)

Spatial Weight 

Variable

Median Sale Price of Homes, 

(1990) ($1,000's)
1

Average Square Footage of 

Homes in Tract (2005)
0.7602 1

Percentage of Homes that are 

Row Homes (2005)
-0.4668 -0.4663 1

Percentage of Homes that are 

Colonial Style (2005)
0.4971 0.5752 -0.3631 1

Change in Median Household 

Income, 1990-2005
0.1064 0.0836 -0.1847 0.1074 1

Proportion of Residents with 

College Degree (2000)
0.7126 0.627 -0.4253 0.4868 0.0727 1

Proportion of Residents who 

are Children Aged < 18 (2000)
0.0295 0.1421 0.0161 0.0745 0.1856 -0.0374 1

Percentage of Homes Built 

Prior to 1939 (2000)
-0.2965 -0.1946 0.5599 -0.0815 -0.1918 -0.2852 -0.0067 1

Spatial Weight Variable 0.2356 0.2905 -0.2752 -0.152 0.0972 0.235 0.0822 -0.1479 1

Table B.3: Bivariate Correlations, Variables Used in Linear Regression Equations, for Suburbs Only, Chester Excluded (used in HLM equations) (N=534)


