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Mortgage Credit and the American Welfare State

The fact that is the everybody in this country lives on
welfare. Suburbia was built with federally subsidized
credit. And highways that take our white brothers out
to the suburbs were built with federally subsidized
money to the tune of 90 percent. Everybody is on
welfare in this country.

The problem is that we all to often have socialism for
the rich and rugged free enterprise capitalism for the
poor.

— Martin Luther King Jr. February 23, 1968




Today’s presentation

« Home Owners Loan Corporation (HOLC)

* The current study

* Merging archival and contemporary datasets
* Analytical strategy

* Preliminary results
* Next steps
* QRA

How did HOLC structure and racialize
access to homeownership?

https://dsl.richmond.edu/panorama/redlining




¢ OF COURSE WE MAY HAVE
To CHANGE REMEDIES IF WE
jp DONT GET RESULTS

Home Owners Loan
Corporation (HOLC)




Home Owners Loan Corporation (HOLC)

e Short term relief

e Passed in 1933 to stabilize housing market

* Made funds available to help homeowners avoid
foreclosure and buy back homes lost to foreclosure

* S3 billion of loans in first two years on one million
mortgages (one of every ten homes)

e Long term impacts 7, —
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* Creation of homeownership society through the
institutionalization of the long-term, uniform
payment mortgage

» Segregation through “Redlining” practices inherited
by FHA, Gl Bill, and private lenders
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Rich narratives accompanied grades




o Py nagh e A2: The southern part of this area is
: r the older part and the section was
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Duke University is considered in its
favor. Many of the faculty members
of the college own homes in the

_ area and others rent. There are

3 s | several apartments and duplexes in
: the area and several duplexes have
M= Y= recently been built, but this has not

\"} had any detrimental effect on the

; area. The area probably has as little
i * sales resistance as any in the city.
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é@ﬁ 2 D6: White population largely on
= )- McMannen Street for about 2

S blocks South of railroad and some
e s on South Street, and on McMannen
J Street are several fairly nice homes.
= This was formerly a good white
residential street but negroes are
gradually taking up the area.
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E\/Iappfng Inequaliry Redlining in New Deal America
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Related historical processes and practices
of housing exclusion & exploitation?



None of the said lands, interests therein
or improvements thereon shall be sold,
resold, conveyed, leased, rented to or in
any way used, occupied or acquired by any
person of Negro bleoeod or to any person
of the Semitic race, blcood, or origin

which racial descripticon shall be deemed ”[The rlse Of
to include Armenians, Jews, Hebrews,

) — & B ccocions or syrians. owis homeownership
aiie wrsuriosa™ Wl VETERANS ADMINISTRATION LR after] WWII
cemented it as a
fundamental feature
of the cultural
conceptions of
citizenship and
belonging.”
Keeyanga-Yamahtta
Taylor, Race for Profit
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Would yu panic if a Negro moved next door A WORLD MORE ~ eesmmemno

“I'm broad-minded,” said one home . out the whites. And how one spec- THE REMAKING

owner when Negroes moved into his  ulator brags that he could “bust”
block. But a short time later he pan- your block in no time at all. EuNERETE
icked—and sold his house at a loss.
In this week’s Post, you'll read e
how speculators decide which blocks ‘s}p £
are “ripe” for racial change. How ¥ p
they use vicious tactics to force
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Colored
Property

DAVID M. P. FREUND

“IHOLC’s] lending record is far less
significant, in the long run, than the
mechanisms and the appraisal logic that
it introduced to the national mortgage
market and for the precedent that it
set.” Freund (2007 pp118)
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Analytical strategy

oal: Compare changes over time in homeownership and home value in

places appraised by HOLC to changes in places not appraised by HOLC

e Focus: Black-White differences

* |deal data: Longitudinal measures of race, S |oeconom|c and housing
characteristics for geographic all¥-staé borhoods and places before

HOLC and in subsequent de

* Available data: Imperfect measures of changing racial geography from
multiple Census data sources




Data: Tracking change over time in
homeownership geography and value

* Census data from IPUMS USA:
* Pre-HOLC: 1910 1%, 1920 1%, 1930 5%

* Post-HOLC: 1940 1%, 3959; 1960 5%, 39+406-1%; 1980 5%, 1990 5%, 2000 5%,
2006 ACS 1.0%, 2010 ACS 1.0%, 2019 ACS 1.0%

* Analytical sample (50% sample, N=14.6million)
* Black or White

* Full covariate data

* Living in counties that were part of a metropolitan area in 1900 or became
part of a metropolitan area between 1900 and 2019



Measures

* Federal intervention:
* Whether a metropolitan area had an HOLC map

* Endogeneity concern: Guidelines requested maps for all cities with population
above 40,000

* Qutcomes:
* Homeownership (1910-2010)
* Home values (1930-2010)

e Covariates: Marital status, sex, age (quadratic), IPUMS occupational
score, family size, foreign born, living in birth state



Analytical strategy: Triple Difference (difference-in-
difference-in-differences)

Y;; = PBo + pi1Appraised;; + [,Black;; + p3Post-HOLC;;
+ B4 (Appraised;, * Black;,)

+| S5 (Appraised;; * Post-HOLC;;)

+| B¢ (Appraised;, * Post-HOLC;, * Black;, )|+ &;

Y;¢: Outcome of interest (e.g., homeownership)
Ps: Estimate of impact of HOLC on Y;; among Whites
Pe: Estimate of Black-White difference in impact

* Individual-level sociodemographic characteristics
* Metropolitan area fixed effects

* Division-by-year fixed effects

* Observations weighted by IPUMS person weights
» Standard errors clustered at metro level



Emergence of a racialized homeownership
socletv

Homeownership (N=14592911)

White-Black Gap 1930 2019
! HOLC 24.9% 30.8%
|
|
: No HOLC 23.3% 25.0%
|
|
| 1.8% 5.8%
°c © o o o S o o vo o
= ™ ™ =t 0 =8 )] o O =
D D [=2] =] (=] @D =2} o OO =]
-— -— -— - -— -— - N NN o™

—&—— White & No HOLC —&—— Black & No HOLC

—@&— White & HOLC —&— Black & HOLC
17



HOLC and the home value gap

Home value: (N=14138057)
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Triple
Difference
estimates

Homeownership Home Value
| |

Post-HOLC * HOLC

Post-HOLC " HOLC * Black

-.1 0 .1 -50000 0 50000

® Unadjusted @ With Covariates @ Metro Fixed Effects
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Suburbanization and Ghettoization

Outcome: Multiple measures of city residence

Outcome: IPUMS City/suburb by tenure
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® |PUMS primary city or mixed (all years but 1990 | N=11186268)
@ City of residence named (1930, 2000-2006 | N=5496719)
@ County overlap with primary city (all years | N=14592911)
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® City renter
® Suburb renter

@ City owner
@ Suburb owner
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% of Subsample
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Moving forward

 HOLC facilitated process of housing y
becoming site of extreme racial inequality

* Black homeownership rose, but remains a
century behind White homeownership

» Whites left appraised cities, while Blacks bought FISEEE

* Next steps
* Mechanisms
* Mobility (i.e., both timing and geography)

* Related projects
e FHA and VA
* Urban Renewal
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