ENCRC

National Community Reinvestment Coalition

Gentrification and
Disinvestment 2020

Do Opportunity Zones benefit or

gentrify low-income neighborhoods?

Jason Richardson, Director, Research & Evaluation, NCRC
Bruce Mitchell PhD., Senior Research Analyst, NCRC
Jad Edlebi, GIS Specialist, NCRC

Copyright © 2020 National Community Reinvestment Coalition




NCRC
RESEARCH

Gentrification and Disinvestment 2020

ABOUT NCRC

NCRC and its grassroots member organizations create opportunities for people
to build wealth. We work with community leaders, policymakers and financial
institutions to champion fairness in banking, housing and business.

Our members include community reinvestment organizations, community
development corporations, local and state government agencies, faith-based
institutions, community organizing and civil rights groups, minority and women-
owned business associations and social service providers from across the nation.

For more information about NCRC’s work, please contact:

John Taylor

Founder and President
johntaylor@ncrc.org
(202) 688-8866

Jesse Van Tol

Chief Executive Officer
jvantol@ncrc.org

(202) 464-2709

Jason Richardson

Director, Research & Evaluation
jrichardson@ncrc.org
202-464-2722

Andrew Nachison

Chief Communiations & Marketing Officer
anachison@ncrc.org

202-524-4880

Cover photo: Guus Baggermans on Unsplash

WWW.NCrc.org 2

ENCRC



NCRC
RESEARCH

Gentrification and Disinvestment 2020

CONTENTS

EXECULIVE SUMMAIY .....veeivieciee et 4
INTFOAUCTION ... 6
MELNOMS ... 8
RESUIES ... 1
DEMOQraphiCs ........cceeveeiie e 19
Affordability and Homeownership.........ccccccvvevieeivviee e 21
CONCIUSION ...t 23
APPENAIX oot 25
WWW.NCIC.0rg 3 ENCRC



NCRC
RESEARCH

Gentrification and Disinvestment 2020

EXECUTIVE SUMMARY

COVID-19 exposed deep economic and social fault lines nationwide, with profound
implications for how we attract investment to our poorest communities and the impact that
investment has on low- and moderate-income (LMI) and minority populations.

The pandemic also made clear what was already going on before it: While a small
number of cities were booming, most were not. NCRC’s 2019 report on gentrification
and cultural displacement identified a small group of boomtowns that experienced large
scale gentrification and notable displacement of longtime minority communities. But they
were rare. Most cities and towns were struggling. Their problem was stagnation and
disinvestment, not gentrification or displacement. Most LMI communities in most places
remained mired in poverty and lacked critical investment.

Widespread protests in 2020 against systemic racism and police brutality erupted in a nation
that was already suffering not only from a pandemic but also from the brutality of chronic
poverty and economic distress.

COVID-19 struck a nation that was already mostly struggling. Recovery in most places
will be even more challenging than in those where investment was already concentrated.
Unless we act now.

In this follow-up report, covering data from 2012 through 2017, NCRC once again
found that gentrification and displacement was highly concentrated, and that most low-
income neighborhoods, and the vast majority of cities, continued to deal with a chronic lack
of investment.

San Francisco, California, took the title of most intensely gentrified city in America
during 2013-2017, followed by Denver, Colorado, and Boston, Massachusetts. They had
the largest share of their vulnerable neighborhoods that gentrified during that time period.
Washington, D.C., ranked No. 1 in the 2019 report, dropped to No. 13. Gentrification and
displacement continued there, but it surged elsewhere.

For this report, we also took a closer look at Opportunity Zones. Since their debut
in 2018, Opportunity Zones raised fears that they might exacerbate gentrification and the
displacement of LMI and minority communities. The role that Opportunity Zones will play in
neighborhood development, gentrification and displacement is not well understood, and no
real data is yet collected on investments in the Opportunity Funds that drive this process.

For the most part, OZs were indeed the places in the most dire need of investment.
Economic inequality was higher, home values and incomes lower and fewer families
owned their homes than in any other part of the city. Despite the fact that 69% of gentrified
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neighborhoods were either in or adjacent to an OZ, the majority of Opportunity Zones
were in fact those places that needed the most help. In the 921 cities that saw very little
gentrification in this report, all LMI neighborhoods were struggling, but the Opportunity
Zones were usually the worst off.

There was a stark racial divide in these communities as well, with gentrifying
neighborhoods overwhelmingly populated by people of color. The average minority
population of the neighborhoods included in this study was 50%, but that figure rose
to 77% in areas we determined to have gentrified. Homeownership in both gentrifying
neighborhoods and OZs was significantly lower than in the rest of these cities as well. Often,
the people who lived there, overwhelmingly people of color, were not benefiting from the
investment that flowed there. As the Philadelphia Federal Reserve found, renters are more
vulnerable to displacement as their communities gentrify, and unlike owners, they reap none
of the rewards that rising home prices and rents can bestow.

NCRC once again found that gentrification remains a significant threat to minority
and LMI families in some of the largest and most prosperous parts of the country. These
cities are home to over 14% of all Americans. In these cities, Opportunity Zones overlap
gentrification to a high degree.

Throughout the rest of the country the narrative changes a great deal, with
disinvestment more common throughout nearly all LMI neighborhoods. High levels of
inequality as well as low home values and incomes prevented many families from building
wealth at all. Here Opportunity Zones highlighted the neighborhoods that have the greatest
need.

This study reinforces the need for the Community Reinvestment Act (CRA), and its
modernization and expansion to adapt to the realities of today’s mortgage market. CRA
is important for driving investment to lower-income communities and families, a fact that
persists despite the appearance of substantial gentrification in some of the largest cities
we looked at. Chronic disinvestment in lower-income communities will undoubtedly be
exacerbated by the COVID-19 crisis. In those communities where gentrification existed,
the ability for residents to resist displacement will be harder, and in most of the country it
will become even harder to attract investment at all. The data underscores the need for a
more equitable system and policies that help more communities attract investment without
displacing the families that live there.
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INTRODUCTION

The 2017 “Tax Cuts and Jobs Act” created a new mechanism which allows
investments in distressed neighborhoods to be sheltered from tax liabilities. Opportunity
Zones (OZs) were supposed to be economically distressed communities where investment
in businesses are given preferential tax treatment. By the end of 2018, 8,764 census tracts,
neighborhoods in rural and urban areas with indications of economic distress, were nominated
by governors and designated as Opportunity Zones by the Secretary of the U.S. Treasury.’
OZs are controversial. Critics of OZs have voiced concern that they will fuel “gentrification on
steroids” in urban areas,? accelerate displacement® and intensify rather than solve the problem
of a lack of affordable housing in many cities.* Proponents of the law argued that OZs would
provide extensive tax benefits to industry and create the circumstances for industries to remain
in or relocate to low-income areas, providing employment and other opportunities to low-
income residents. However, if the investments in OZs do not benefit low-income residents,
they simply become the equivalent of “mini tax havens for the rich” transplanted to low-income
neighborhoods.®

In this report, we looked at newly gentrifying neighborhoods in the 2013-2017 time-
period. We also compared them with OZs. Our analysis focused on OZs located in urban
areas and their correspondence with the neighborhoods in towns and cities where there
were indications of gentrification. We examined urban areas because a majority of the U.S.
population lives in cities and towns of over 10,000 residents, and also because gentrification
is an issue that impacts urban areas.® A spatial overlay of the newly announced OZs with
gentrifying areas allowed us to compare economic and social conditions within them and also
with other urban neighborhoods. The period following the conclusion of the Great Recession
to about 2012 has been one of ongoing but uneven economic recovery for urban areas.’
We assessed an uneven pattern of gentrification in urban areas since 2012. Our analysis
answered questions about where neighborhoods with recent indications of gentrification are
located, whether these gentrifying neighborhoods are close to OZs and how OZs differ from
other urban neighborhoods in their socioeconomic status and demographics.

We identified 954 neighborhoods with indications of gentrification in the period
2013-2017. These were concentrated in 20 “intensely gentrifying” metro areas, where a

https://www.irs.gov/newsroom/opportunity-zones-frequently-asked-questions
https://kinder.rice.edu/urbanedge/2019/02/20/opportunity-zones-gentrification-steroids
https://itep.org/how-opportunity-zones-benefit-investors-and-promote-displacement/
https://www.enterprisecommunity.org/download?fid=11643&nid=8725
https://talkpoverty.org/2018/12/13/tax-break-low-income-opportunity-rich

D O AW N =

As of 2017, the U.S. Census Bureau estimated that 85.87 percent of U.S. residents live in an MSA. https://factfinder.census.gov/faces/
tableservices/jsf/pages/productview.xhtml?src=bkmk

7 https://www.brookings.edu/blog/the-avenue/2018/01/22/uneven-growth/
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high percentage of low-income and low home value neighborhoods that were eligible for
gentrification in 2008-2012 showed indications of gentrification. In each of these cities, at
least 10 neighborhoods gentrified during the 2013-2017 period. Nationally, half of all of the
gentrifying neighborhoods were in these 20 cities. The top cities for intensity of gentrification
during the period are San Francisco-Oakland, Denver, Boston, Miami and New Orleans.

This list changed from the one in our previous report, which covered the period 2000-2012.
Previously, Washington, D.C., had indications of the highest intensity of gentrification, but
dropped to 13th in this new report. All of the top 20 cities in this report were amongst the top
30 in intensity during the earlier report period, 2000-2012.

The analysis divided neighborhoods into five categories: neighborhoods that were
eligible for gentrification but did not gentrify, gentrifying neighborhoods, OZs, gentrifying
0OZs and all “other urban” neighborhoods (primarily middle- to upper-income areas). The
largest number of neighborhoods are in the other urban neighborhood category, followed
by neighborhoods eligible to gentrify that did not and then the urban OZs. The number of
neighborhoods with indications of gentrification was much smaller than the number of urban
OZs, but there was considerable overlap and adjacency of these two categories. Sixty-
nine percent of gentrifying areas were within or next to an OZ and 179 of the gentrifying
neighborhoods were also categorized as OZs.

Despite their degree of overlap, most gentrifying areas had very different economic
conditions than OZs. Indications of economic prosperity - household income, home value
and college education - quickly increased in gentrifying areas. Rents rose fastest in gentrifying
and middle- to upper-income urban neighborhoods, creating housing affordability pressures.
This contrasted with the OZs, which on average had lower population, higher percentages of
black residents, lower median home value, lower median household income, lower rates of
owner occupancy, low college education levels and greater economic inequality. They also
had the lowest median rent and high levels of business and residential vacancy. In fact, nearly
84% of the urban OZs overlapped with CRA designated LMI neighborhoods. Usually, OZs
were among the most distressed neighborhoods in their communities.

Our findings suggest that concern about the impact of OZs is warranted, but that
the designation of an area as an OZ, especially in most cities where gentrification is not
widespread, is usually an indicator of a neighborhood in economic distress with high levels
of income inequality. However, because of the high degree of adjacency of OZs and urban
neighborhoods experiencing gentrification, OZs may be especially prone to gentrification as
they are impacted by the spill-over effects from neighborhoods next to them. The primary
problem of the newly designated OZs is not so much how they were selected, but whether or
not they will benefit their residents, and not just wealthy investors seeking to reduce their tax
liability. While OZs usually represent neighborhoods with great economic need, the Tax Cuts
and Jobs Act failed to establish sufficient metrics to evaluate the outcome of investments
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or how they are benefiting the residents of OZs. The minimal restrictions on investment
types, and the absence of metrics for measuring success makes investments under the law
vulnerable to exploitation and “gaming,” which favors high returns over social benefits.

METHODS

The present study built on the methods employed in our previous study covering
neighborhood change and gentrification during 2000-2012.8 While the prior study utilized
Decennial Census 2000 and 2010 and American Community Survey (ACS) data, which was
normalized to account for census tract boundary changes, the present study relied on five-
year ACS data collected during the periods 2008-2012 and 2013-2017. Some of the ACS
data, especially the demographic data, has large margins of error. This is because the data
is drawn from surveys taken during a five-year period. Consequently, we did not analyze
displacement by race and ethnicity, a task that requires precise counts of the residents in a
neighborhood. Instead, the present study focused on socioeconomic data related to income,
home value and education level to assess neighborhood-level gentrification.

Gentrification and Displacement Criteria

Eligibility Change Gentrified
2012 2013-2017 2017

Population Increase in Median Home Value Comparisons at Metro
>500 >60th percentile Level (CBSA)

Median Home Value Increase in College Educated Only Central City
<40th percentile >60th percentile Neighborhoods
Median Household Income Increase in Median Household Considered

<40th percentile income

Figure 1: Criteria used to evaluate gentrification at the census tract level

This study directly compared census tracts, hereafter referred to as neighborhoods,
in the central city portion of urban areas. Neighborhoods were separated into five categories:
those which were eligible for gentrification, those which were gentrifying, neighborhoods
designated as OZs, gentrifying OZs and all other urban neighborhoods which were not
gentrifying nor been designated as an OZ (Table 1). Due to the overlap of the two categories,
we removed the 179 neighborhoods that were labeled “gentrifying OZs” from the statistical
analysis.

8  https://ncre.org/gentrification/

WWW.NCrc.org 8 ﬁ NCRC



https://ncrc.org/gentrification/

NCRC
RESEARCH

Gentrification and Disinvestment 2020

Neighborhood Classifications

Neighborhood
Count

Neighborhood Type Description

In the lower 40th percentile of
Eligible to gentrify income and home value but not 9,743
gentrifying

Eligible and with increases
Gentrifying in income, home values, and 954
college attainment

Designated opportunity 4,089 Urban
Opportunity Zone Zone with no evidence of
gentrification 4,581 Rural
Gentrifying Opportunity Zone | Opportunity Zone and gentrified 179

Urban neighborhoods that were
not eligible to gentrify and are
not Opportunity Zones (usually

middle- to- upper-income)

Other 15,039

Table 1: Neighborhood categories used in this study with description and count of census tracts, or neighborhoods in
each category. Note that the “Gentrified Opportunity Zone” category duplicates neighborhoods in both “Gentrified” and “
Opportunity Zone” categories.

A descriptive analysis of the average, or mean value, was conducted and then the
differences were analyzed between categories of urban neighborhoods in cities with at least
one gentrifying neighborhood and other cities without any indication of gentrification. Intensity
of gentrification was quantified as the percentage of neighborhoods which were gentrifying out
of those which were eligible to gentrify. Only urban central city neighborhoods were considered.
These neighborhoods were defined as those that are part of the central city of a metropolitan
area as defined by the Office of Management and Budget (OMB).® Figures 2a and 2b show a
sample of the central cities boundaries in two metro areas. The central city indicator confines
eligibility to the more concentrated urban area in the examples of New Orleans, Louisiana,
and San Jose, California. Areas excluded from the central city neighborhoods appear as
“holes” in the maps. Examples of these are parks, government installations and airports,
which are not densely populated residential areas. The maps show how eligible and gentrifying
neighborhoods were contained in central city areas, while OZs were not restricted by this
qualification and extended to lower density suburbs and exurban areas.

9 https://www.ffiec.gov/hmda/doc/census03.doc
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RESULTS

National Level — Gentrification and Opportunity Zones

Nationally, out of the 72,668 neighborhoods that were evaluated, 9,743 neighborhoods
were eligible for gentrification. Of these, 954 or 9.8%, had indications of gentrifying during the
2013-2017 time period (Table 2).

Neighborhoods that Gentrified
and are Opportunity Zones

Gentrifying and

Total Tracts Eligible Gentrifying in or next to an
Opportunity Zone

72,668 9,743 954 657

Table 2: Classification of census tracts or neighborhoods at the national level.

In our prior study of gentrification between 2000 and 2012, we found that gentrification
was relatively rare in metropolitan areas in the U.S. However, gentrification was highly
concentrated in the largest and most economically dynamic cities. The current analysis confirms
the pattern, with 654 of the 940 designated metro areas (CBSA) having no indications of
gentrification, while 37 cities contained more than five neighborhoods which were undergoing
gentrification (Table 3). This means that less than 4% of U.S. cities showed indications of
extensive gentrification during the period. However, during the past five years more cities
experienced at least some level of neighborhood gentrification than in the prior period.

Comparison of Gentrification at City Level 2000-2017

ggmﬁﬁ;ﬁﬂgﬁ . CBSAs (Cities) | CBSAs (Cities) | Percent of Al

All 940 CBSAs 2000-2012 2012-2017 CBSAs 2012-2017
No Gentrification 71 654 69.6%

Only 1 Tract Gentrifying 120 167 17.8%

2-5 Tracts Gentrifying 62 82 8.7%

6-9 Tracts Gentrifying 14 18 1.9%

10 Or More Tracts Gentrifying 28 19 2.0%

Table 3: Distribution of census tracts or neighborhoods with indications of gentrification in Metro areas. (Source: Author’s
calculations based on Decennial Census 2000 and 2010 data, and ACS 5-year 2008-2012 and 2013-2017 datasets.)
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Figure 3: The distribution of gentrifying neighborhoods at the national level. Top ten cities for intensity of gentrification are
labeled.

Gentrification is an urban phenomenon, while OZs have been designated in both urban
and rural areas. Table 4 establishes the number of neighborhoods in rural and urban areas
across the U.S. Of the 8,670 neighborhoods designated as OZs, 4,089 are in urban areas (in
metro areas as designated by CBSA boundaries). There are many more of these urban OZs
than there are gentrifying neighborhoods. However, the overlap of gentrifying areas with OZs
is high. Almost 69% of the neighborhoods identified as gentrifying in the 2013-2017 data were
either within or adjacent to an OZ. The vast majority of OZs (98%) were census tracts that are
“low-income communities” with high rates of poverty, though a small number (2%) of non-low-
income contiguous census tracts were also designated.’™ Our analysis indicates that 88.93%
of the OZs are in low- to moderate- income areas as designated under the Community
Reinvestment Act of 1977 (CRA). Most of the OZs that were not in actual low- to moderate-
income areas are adjacent to them.

Gentrification and Opportunity Zones in Rural and Urban areas

Tract Type g gr[])g;tunity Gentrifying gﬁﬁgﬁgﬁﬂ; Zone
Urban 26,864 4,089 954 657
Rural 47,137 4,581 N/A N/A
Total 74,001 8,670 954 657

Table 4: Distribution of Opportunity Zones and gentrifying neighborhoods.

10 This is based on the list of designated Opportunity Zones issued on 12/14/2018 in which 198 of the 8,764 0Zs listed are considered
“Non-LIC contiguous”. https://www.cdfifund.gov/Pages/Opportunity-Zones.aspx
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Gentrification within metropolitan areas

Metro areas with the largest population size lead the U.S. in the number of
neighborhoods with indications of gentrification during the period. New York, Los Angeles
and Chicago are first, second and fifth respectively. In fact, half of the top ten gentrifying cities
have populations over five million, the smallest being Indianapolis with two million residents.
Gentrification is usually associated with population size and growth of U.S. cities, and a
variety of economic and cultural factors “pull” people to cities where it is most intense. Some
of these factors involve strong correlations for gentrification with wage and income growth,
expansion of technology based industries, transit access and use.

Cities with Neighborhoods Gentrified 2013-2017

70
60

50

Figure 4: Metro areas listed by the number of gentrifying census tracts, or neighborhoods

Our report covering gentrification from 2000 to 2012 indicated that Washington, D.C.,
had the greatest intensity of gentrification, nationally. Since 2013, San Francisco-Oakland
shows indications of the highest intensity, closely followed by Denver, then Boston and Miami
(Table 5). All of these cities experienced 20% or more of the neighborhoods that were eligible,
undergoing gentrification during the most recent period. New Orleans is also high on the
list for intensity of gentrification, an indication of the rapid development of neighborhoods
affected by Hurricane Katrina during the past decade. Washington, D.C., still has a high
intensity of gentrification, with a total of 14 (16%) of eligible neighborhoods gentrifying over
the past five years, though the pace of gentrification seems to have slackened.

11 Florida, R. (2017). The new urban crisis: How our cities are increasing inequality, deepening segregation, and failing the
middle class-and what we can do about it. Basic Books. Pg 223

12 https://www.citylab.com/environment/2019/02/gentrification-causes-new-orleans-natural-disasters-hurricane-katrina/582499/
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Most Intensely Gentrifying Cities 2013-2017

Total Eligible Gentrifying

Tracts Tracts Tracts EET I e
San Francisco-Oakland 975 131 41 31.3%
Denver 619 80 22 27.5%
Boston 1003 75 16 21.3%
Miami-Ft. Lauderdale 1215 81 17 21.0%
New Orleans 392 64 13 20.3%
Austin 350 56 11 19.6%
New York City 4515 362 70 19.3%
San Jose 383 72 13 18.1%
Phoenix 991 162 29 17.9%
Sacramento 484 56 10 17.9%
Minneapolis 771 115 20 17.4%
Indianapolis 360 100 17 17.0%
Washington D.C. 1346 86 14 16.3%
San Diego 627 88 14 15.9%
Los Angeles 2921 404 48 11.9%
Baltimore 679 150 16 10.7%
Chicago 2210 324 28 8.6%
Philadelphia 1473 280 20 7.1%
Detroit 1294 293 14 4.8%
Dallas 1314 238 11 4.6%

Table 5: Twenty most intensely gentrifying metro areas 2013-2017. (Source: Author’s calculations based on 2008-2012 and
2013-2017 Census ACS 5-year data)
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Neighborhood level differences

Descriptives

We analyzed differences between neighborhoods eligible for gentrification, designated
OZs, gentrifying neighborhoods and all other urban neighborhoods of the 286 metro areas with
indications of gentrification. Measurement of the average, or mean values, for a broad range
of factors was undertaken. This descriptive analysis reveals several differences of resident’s
economic status in four neighborhood categories (Table 6).

Descriptive Statistics for Neighborhood Types

Variable Oppzoorrtllénlty Eligible | Gentrifying | Other Urban
2017 Population 3,513 3,956 4,108 4,425
2010 Black % 46.39% 33.18% 25.36% 13.89%
2010 Asian % 3.42% 4.76% 5.84% 8.79%
2010 Hispanic % 17.90% 27.32% 31.26% 19.25%
2010 White non-Hispanic % | 31.50% 33.58% 36.23% 56.30%
2017 Median Home Value $ |  $165,885 | $154,802 $216,784 $372,139
IznTofn“é'%dia" Housefold $32,850 $39,259 $44,228 $69,875
2017 College Education % 13.58% 12.88% 16.19% 31.92%
2017 Median Rent $ $850 $925 $992 $1,279
2017 Housing Units 1,562 1,620 1,625 1,881
2017 Gini Coeff. 0.4742 0.4389 0.4361 0.4334
2017 Ownership Costs % 21.13 21.06 21.07 20.31
2017 Owner Occupancy % 34.76% 44.88% 43.47% 55.59%
2017 Residential Vacancy % 7.08% 5.88% 4.49% 1.94%
2017 Business Vacancy % 13.34% 12.21% 10.98% 8.13%
Number of Neighborhoods 1,992 5,617 742 12,449
NCRC.ORG NATIONAL COMMUNITY REINVESTMENT COALITION

Table 6: Descriptive statistics. Average values of selected variables in four neighborhood categories. Neighborhoods that are
Gentrified OZs are excluded from the analysis. (Source: Decennial Census 2010 and Census ACS 5-year data 2013-2017)
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“Urban” neighborhoods refers to areas that are within central cities, but met
neither the classifications for gentrification eligibility or the OZ designation. These
neighborhoods have higher indicators of socioeconomic status and most qualify as middle-
to upper- income areas. They have the highest average population, median home value,
median household income and percentage of college graduates. They are also the most
expensive in terms of median rent costs and have the lowest residential and business
vacancy levels. Demographically, the urban neighborhoods had the highest percentage
of Asian and non-Hispanic White, and lowest percentage of Black residents, in 2010. In
contrast, neighborhoods designated as OZs have the lowest median household income,
and the second lowest percentage of college graduates and median home values. By
those measures, the OZs are slightly higher than neighborhoods that were “eligible” for
gentrification at the beginning of the period in 2012, but did not gentrify. The eligible
neighborhoods were in the lowest 40th percentile of median household income and home
value for the area in 2008-2012, and did not substantially improve during the 2013-2017
time frame of the Census ACS data. Economic inequality as measured by the Gini coefficient
was greatest in OZs. Rents in OZs were 14.3% and 33.5% less than in gentrifying or other
urban neighborhoods, respectively. The average population of OZs are the lowest, and
they also had the lowest levels of owner-occupancy and highest residential and business
vacancies, which may indicate greater degrees of abandonment. Demographically, OZs
had the highest percentage of Black, and lowest percentage of non-Hispanic White,
residents. Neighborhoods that were eligible to gentrify had marginally better economic
conditions in terms of median home values and household income than OZs, but had lower
percentages of college educated residents. Their home owner occupancy and vacancy
rates were close to those of the OZs, again indicative of abandonment. Finally, gentrifying
neighborhoods were sandwiched between OZs and other urban neighborhoods in terms
of their economic conditions. Gentrifying areas had the second highest population average,
median home value, household income and the percent of college educated residents.
Values in gentrifying neighborhoods were all significantly higher than OZs, but lower than
other urban neighborhoods. Median rents were also between the other two categories,
however, the ownership costs were on par with eligible and gentrifying neighborhoods.
Additionally, gentrifying neighborhoods had the largest increases in median home values,
household income, education levels, cost of rent and decreases in owner occupancy.
Gentrifying areas show improvements in the socioeconomic status of residents from eligible
neighborhoods, but they are also places where rent costs more. This indicates general
reduction in affordability, however, home ownership costs declined across all central city
neighborhoods in the 2013-2017 period from those in the prior 2008-2012 period. This could
be due to the effects of the foreclosure crisis, when many properties were “underwater” and
mortgages often exceeded the value of the houses, and household income decreased due to
the recession.
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Opportunity Zones and Gentrifying Areas Compared

OZs cover a wide geographic area, encompassing rural and urban areas. Our
analysis is restricted to OZs in the urban neighborhoods within central city areas. In these
neighborhoods, there is considerable overlap with and adjacency to the neighborhoods
which have indications of gentrification. So how do changes in socioeconomic conditions in
gentrifying neighborhoods and OZs compare? Gentrifying neighborhoods showed significant
increases in median home value, median household income, percentage of college educated
residents, but also in economic inequality as measured by the Gini coefficient (Table 7). By
these measures, it is clear that gentrifying neighborhoods are undergoing rapid change, with
improving economic conditions.

Neighborhood Changes 2012-2017

. rtunit - e s
Change Variable Oppzoonlé y Eligible | Gentrifying | Other Urban
Change Median Home Value -3.67% -3.58% 24.55% 3.02%
I‘::;’:ﬁg AR 3.41% 2.70% 18.96% 4.86%
Change in College Educated -11.26% -15.80% 17.89% -15.72%
UIEIE 1 50l 1.47% 1.19% 0.65% 0.95%
Inequality (Gini)
Number of Tracts 1,992 5,617 742 12,449

Table 7: Change in values of median home value, income and education by neighborhood classification in cities with
some indication of gentrification. Gentrifying Opportunity Zones are excluded from the analysis since they would be in two
neighborhood categories. (Source: US Census ACS 5-year 2013-2017, with calculated changes from ACS 2008-2012)

Next, if we examine the OZs, we find that they have very different economic
conditions from those in gentrifying areas. OZs saw deteriorating median home values and
a decrease in college-educated residents. They also saw a widening of the gap in economic
inequality that was even greater than it was in those neighborhoods that were eligible
but did not gentrify. In fact, the economic conditions in OZs most closely mirror those of
neighborhoods that were eligible for gentrification but did not gentrify. Remember, that the
eligible neighborhoods were in the bottom 40th percentile in measures of median home value
and median household income. This analysis shows that on average, median home value
deteriorated even further, though household incomes rose.

While the analysis seems to indicate that, on average, the socioeconomic conditions
in OZs were marginally better than in the eligible to gentrify neighborhoods and that the
conditions in OZs deteriorated, were these changes statistically significant? We used an
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Analysis of Variance (ANOVA) along with a common test of statistical significance, Tukey’s
test for Honestly Significant Differences (HSD), to check this by examining the changes
between OZs and all of the other neighborhood types. The results shown in Table 8 indicate
that there were highly significant differences between the changes in median home value,
median household income and percentage of college educated residents in the OZs from
all other neighborhood categories. However, the differences in the increase in economic
inequality (Gini coefficient) in OZs were significant from those in urban and gentrifying areas,
but not from the eligible to gentrify neighborhoods.

Significance Levels of Neighborhood Changes

Mean of Eligible | Gentrifying | Other Urban

Change Variable Opportunity | Mean Mean Mean
Zones Difference | Difference Difference

Change Median Home Value -3.67% 0.0009*** -0.2823** 0.0669***

Change Median Household || 5 44, 00077 | 01554 0.0145**

Income

Change College Educated -11.26% -0.0454*** 0.2915%* -0.0446**

Residents

Change Economic 1.47% -0.0029 -0.0082* -0.0052*

Inequality (Gini)

Number of Tracts 1,992 5,617 742 12,449

*p<.05; *p <.01; **p<.001

Table 8: Changes in Opportunity Zones compared to all other neighborhood categories 2013-2017. ANOVA with a test of
statistical significance in changes between Opportunity Zones and other neighborhood categories. Value of the difference
in the mean with level of statistical significance is shown. (Source: US Census ACS 5-year 2013-2017, with calculated
changes from ACS 2008-2012)

The analysis indicated that neighborhoods that were designated as OZs and also
those that were eligible for gentrification but did not gentrify were at the bottom in terms of
home value, income and educational attainment of their residents. While OZs had slightly
higher median home value in the most intensely gentrifying metros, they were worse-off by all
of the other socioeconomic measures than the eligible neighborhoods that did not gentrify,
and much worse than gentrifying neighborhoods.
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DEMOGRAPHICS

While nearly 86% of the U.S. population of 325 million' lived in urban areas in 2017,
about one-third were residents of most densely urbanized central city areas. In the previous
section, it was seen that the number of urban areas experiencing some gentrification was
small, however, the actual number of people living in these metros was four times greater
than the number who were living in cities without any gentrification (Table 9). Over 3 million
people, or nearly 1% of the population, live in neighborhoods with indications of gentrification.
While intense gentrification may be relatively rare across the U.S., it is most concentrated in
the populous cities of the coastal regions, and a considerable number of people live in the
neighborhoods most impacted by it.

Estimated Population 2017

City Category Opggrr'ltélgity Eligible | Gentrifying | Other Urban

Cities without Gentrification | 3,213,702 4,495,293 NA 11,988,968 19,697,963
Cities with Gentrification 6,997,340 | 22,222 421 3,048,355 55,092,520 87,360,636
Total 10,211,042 | 26,717,714 3,048,355 67,081,488 | 107,058,599

Table 9: Estimated 2017 population totals of central city areas by neighborhood category. (Source: Author’s calculation
based on US Census ACS 5-year 2013-2017 population estimates)

Looking back to 2010 at the demographic composition of the city neighborhoods, the
cities that experienced some gentrification were much more diverse in their racial and ethnic
composition than those cities without any gentrification. Gentrifying neighborhoods had a
low average percentage of White non-Hispanic residents in 2010, only 37% (Figure 5g). The
racial and ethnic composition of the eligible, other urban and OZ designated neighborhoods
were also considerably more diverse in 2010 than neighborhoods in metro areas without any
gentrification (Figures 5a-5f).

13 https://www.census.gov/newsroom/press-releases/2017/estimates-idaho.html
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Figures 5a-5g: Racial and ethnic residential
population of neighborhoods in gentrifying
metro areas and all other metro areas. Percent
of population (Source: U.S. Decennial Census
2010 and author’s calculations)
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Overall, this indicated that cities experiencing intense gentrification were both
larger and had greater racial diversity than other cities. The impact of gentrification was
considerable for Black and Hispanic residents who were a majority of the population in 2010
of neighborhoods which later gentrified. This concentration of intense gentrification in major
urban areas with diverse neighborhoods disproportionately affected minority communities, a
finding of our earlier report on gentrification and displacement in the period 2000-2012.™

AFFORDABILITY AND HOMEOWNERSHIP

A lack of affordable housing may impinge homeownership in the largest and most
economically dynamic U.S. cities. One of the effects of the 2008 mortgage crisis and
subsequent recession was a deeper decline in home values than any since the Great
Depression in the 1930’s, with a slow rebound in residential construction.' This reduced the
volume of housing stock, and by 2018, when normal rates of household growth returned,
the national vacancy rate reached its lowest level since 1994.' Despite these indicators
of renewed demand, housing production has lagged, placing pressure on house prices
and rents and decreasing the availability of affordable housing. A survey by the National
Association of Home Builders in September 2019 reported that 4 in 5 respondents believe
that the lack of affordable housing has reached crisis levels.'”

Gentrification is sometimes cited as a factor in decreased housing affordability
because it reduces the supply of lower-cost rental units,'® leading to displacement of low-
income and minority residents, which was addressed in our prior study covering the 2000-
2012 time period.™ Our present study addressed more recent changes in factors related to
housing affordability and homeownership by examining median rent, the number of residential
units, levels of residential and business vacancy, owner costs and home owner occupancy.
Table 10 indicates the percent change in these variables using the ACS 5-year data covering
changes from 2008-2012 and 2013-2017. Median rent increased fastest in middle- to
upper-income other urban and in gentrifying neighborhoods. Additionally, the gentrifying and
other urban neighborhoods had lower levels of residential and business vacancy than the

14 https://ncrc.org/gentrification/
15 https://www.jchs.harvard.edu/sites/default/files/Harvard_JCHS_State_of_the_Nations_Housing_2019.pdf
16 https://fred.stlouisfed.org/series/USHVAC

17 https://www.nahb.org/news-and-publications/press-releases/2019/09/vast-majority-of-americans-cite-growing-housing-affordabil-
ity-problem-as-a-crisis.aspx

18 Immergluck, D., Carpenter, A., & Lueders, A. (2018). Hot city, cool city: explaining neighbourhood-level losses in low-cost rental hous-
ing in southern US cities. International Journal of Housing Policy, 18(3), 454-478.

19 https://ncrc.org/gentrification/

WWW.NCIC.Org 21 ENCRC



https://ncrc.org/gentrification/
https://www.jchs.harvard.edu/sites/default/files/Harvard_JCHS_State_of_the_Nations_Housing_2019.pdf
https://fred.stlouisfed.org/series/USHVAC
https://www.nahb.org/news-and-publications/press-releases/2019/09/vast-majority-of-americans-cite-growing-housing-affordability-problem-as-a-crisis.aspx
https://www.nahb.org/news-and-publications/press-releases/2019/09/vast-majority-of-americans-cite-growing-housing-affordability-problem-as-a-crisis.aspx
https://ncrc.org/gentrification/

NCRC
RESEARCH

Gentrification and Disinvestment 2020

other neighborhood categories, however, the number of residential units increased the most
in other urban and OZs, with gentrifying neighborhoods having a slightly lower increase in
units. It may seem peculiar that owner costs declined across all neighborhood categories,
however, this variable takes into account changes in household income during a long period.
Therefore, this may be an artifact of use of the ACS 5-year dataset, the earlier one of which
had a midpoint of 2010, covering the period of the mortgage foreclosure crisis during which
a quarter of homeowners in certain markets held mortgages that were over-leveraged and
“underwater” relative to their home value.?° The high levels of mortgage insolvency and
over-leveraging, combined with declines in income during the recession created an intense
financial downturn which would impact homeownership costs. The subsequent 2013-

2017 ACS dataset covered a period of financial expansion, with lower mortgage rates and
marginally increasing incomes which would have impacted ownership costs. Overall, median
rent in gentrifying neighborhoods was second highest in cost and increased almost as much
as that in the other urban neighborhoods. These increases in rental costs and low vacancy
levels seem to indicate declining affordability, though the decrease in ownership costs could
have acted as a mitigating factor in gentrifying neighborhoods,

Changes in Neighborhood Affordability and
Homeownership 2012-2017

Change Variable Oppzoorrtllénlty Eligible | Gentrifying | Other Urban
Change in Median Rent 3.30% 2.96% 6.96% 7.05%
Change in Residential Units 1.78% 0.84% 1.49% 2.74%
Change in Owner Cost -3.33% -3.44% -4.16% -2.96%
Change Owner-Occupancy 25.33% 15.40% 18.16% 7.51%
2017 Residential Vacancy 7.08% 5.88% 4.49% 1.94%
2017 Business Vacancy 13.34% 12.21% 10.98% 8.14%
Number of Tracts 1,992 5,617 742 12,449

Table 10: Changes in variables related to affordability and homeownership in cities with indications of at least one
neighborhood gentrifying. (Source: US Census ACS 5-year 2013-2017, with calculated changes from ACS 2008-2012)
Homeownership levels, as measured by owner occupancy, appeared to increase across
every neighborhood category in cities with indications of gentrification. While middle- to
upper-income other urban neighborhoods had the highest levels of owner occupancy, OZs

20 https://www.frbsf.org/economic-research/publications/economic-letter/2010/october/underwater-mortgages/
http://haasinstitute.berkeley.edu/sites/default/files/haasinsitute_underwateramerica_publish_0.pdf
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and gentrifying neighborhoods experienced the strongest increase during the study period.
Despite this, the OZs had the lowest overall level of owner occupancy, and barely a third of
the residents of these neighborhoods were homeowners. They also had the highest vacancy
levels, and the lowest average number of housing units. OZs and neighborhoods eligible for
gentrification had indications of being the most affordable, but also had the lowest levels of
homeownership in cities with indications of gentrification.

CONCLUSION

This study examined differences in socioeconomic and demographic factors for
OZs and those areas that were not designated as OZs. There were clear differences not
just between OZs and other neighborhoods but between OZs in cities where there were
indications of gentrification and other metro areas where there was no gentrification. Taken as
a whole, OZs tended to be neighborhoods with lower incomes and home values as well as
fewer residents with a college education, regardless of whether or not they were gentrifying.
Income inequality in OZs was also higher than in other neighborhoods. There were also sharp
differences in the demographics of neighborhoods in cities which had some indications of
gentrification and those that did not, with much higher percentages of minority residents
across all neighborhood classifications; eligible, gentrified, other urban and OZ. In the cities
with indications of gentrification, the differences between OZs and other neighborhoods were
amplified, with OZs having the highest percentages of minority residents. In cities without
indications of gentrification, the population of OZs in 2010 was 36% people of color, while in
the cities with gentrification that figure rose to 68%. Black residents make up the majority of
the people of color in these communities, just as they tend to make up a larger percentage of
residents in distressed neighborhoods that were eligible but did not gentrify.

Neighborhoods designated as OZs far outnumbered those neighborhoods where
the study found gentrification. This was due to the design of the Opportunity Zone program,
which allows states to designate up to 25% of their low-income neighborhoods as OZs as
long as they meet the program criteria. Those designations are not limited by central city
location or other population measures that were used to determine gentrification eligibility.
However, among those neighborhoods where this study identified gentrification, 69% of the
time they were either an OZ or they were adjacent to one.?" This high degree of overlap, and
the intensive concentration of Black households validated concern that OZs may trigger
displacement in gentrifying neighborhoods.

21 657 of the 954 neighborhoods which have indications of gentrifiation during the 2013-2017 study period are within, or adjacent to a
designated Opportunity Zone.
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The findings of this study suggest that concern about the impact of OZs is warranted,
but that the designation of an area as an OZ, especially in the majority of cities where
gentrification is not widespread, is an indicator of a neighborhood with the greatest distress
and income inequality. In fact, nearly 84% of the urban OZs overlap CRA designated low- to
moderate-income neighborhoods. A study focus for OZs should be placed on the types and
quality of investments attracted to them, and whether these investments contribute to the
economic well-being of low-income residents in which the investment is made. Future areas
of research on OZs could include an assessment of the overall level and form that investment
takes in these areas and how it differs from other neighborhoods. Also, the impact on the
residents, particularly low- to moderate income and minority families, is a concern. The
current lack of data on Opportunity Fund investments presents a major barrier to future
research. This makes it difficult to quantify whether the economic impact of OZs results in
economic revitalization, or gentrification and displacement.
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Gentrification and Opportunity Zones in the Top Five Cities for Intensity
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ELIGIBLE GeNTRIFIED | OPPORTINTY | GeNT/0Z

VARIABLE

oo | & [ | & (i o lvn| o |iow]
POPULATION 2017 4,276 2,024 4,178 1,837 4,267 2,040 3,777 2,147 3,663 2,011
MEDIAN HOME VALUE 2017 498,462 310,170 208,115 146,973 | 293,844 | 165,287 | 249,860 | 228,426 | 221,763 | 161,906
MEDIAN HOUSEHOLD INCOME 2017 77,736 35,360 40,953 16,320 46,957 16,845 35,940 | 16,629 35,319 13,889
COLLEGE EDUCATED OVER 25 2017 0.354 0.196 0.132 0.121 0.178 0.130 0.152 0.129 0.159 0.108
MEDIAN RENT 2017 1,459 528 1,034 287 1,118 304 995 327 916 236
NUMBER OF HOUSING UNITS 2017 1,783 925 1,606 698 1,577 714 1,585 846 1,565 736
GINI COEFFICIENT 2017 0.441 0.067 0.445 0.063 0.440 0.058 0.485 0.069 0.479 0.058
OWNERSHIP COST 2017 21.508 6.211 22.453 6.680 22.598 6.634 22.022 9.105 20.464 7.510
OWNER OCCUPIED 2017 0.517 0.249 0.420 0.196 0.385 0.203 0.304 0.187 0.314 0.186
BLACK % 2010 0.141 0.228 0.378 0.360 0.291 0.300 0.563 0.350 0.640 0.304
ASIAN % 2010 0.126 0.151 0.066 0.116 0.084 0.117 0.046 0.098 0.027 0.060
HISPANIC % 2010 0.225 0.218 0.345 0.304 0.399 0.285 0.230 0.249 0.191 0.227
NON_HISPANIC WHITE 2010 0.496 0.284 0.208 0.238 0.224 0.225 0.174 0.229 0.154 0.199
CHANGE MEDIAN HOME VALUE 0.058 0.199 0.005 0.456 0.350 1.005 -0.016 0.413 0.390 0.659
CHANGE MEDIAN HOUSEHOLD INCOME 0.069 0.211 0.030 0.214 0.219 0.211 0.041 0.273 0.275 0.210
CHANGE COLLEGE EDUCATED -0.133 0.266 -0.158 0.529 0.216 0.648 -0.081 0.573 0.262 0.593
CHANGE RENT 0.084 0.196 0.032 0.158 0.078 0.153 0.048 0.176 0.074 0.182
CHANGE UNITS 0.025 0.133 0.016 0.078 0.025 0.088 0.031 0.152 0.036 0.093
CHANGE GINI 0.010 0.054 0.014 0.063 0.003 0.054 0.021 0.069 0.013 0.057
CHANGE COSTS -3.187 5.559 -3.784 6.689 -4.184 6.665 -3.027 7.969 -3.367 7.580
CHANGE OWNER OCCUPANCY 0.121 0.342 0.179 0.301 0.212 0.320 0.315 0.302 0.296 0.314
NUMBER OF TRACTS N=6728 N=2311 N=371 N=819 N=73

A-6 Descriptive statistics Top 20 Cities in the intensity of gentrification by census tract
classification. (Source: Author’s calculations based on 2008-2012 and 2013-2017 Census ACS)
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ELIGIBLE GeNTRIFIED | OPPORTINTY | GeNT/0Z

VARIABLE

oo | & [ | & (i o lvn| o |iow]
POPULATION 2017 4,550 2,225 3,782 1,766 3,955 2,007 3,566 1,757 3,105 1,573
MEDIAN HOME VALUE 2017 212,028 151,381 117,791 78,902 143,489 | 91,717 | 106,579 | 74,933 | 114,924 | 70,975
MEDIAN HOUSEHOLD INCOME 2017 58,703 25,283 38,063 14,744 41,448 14,046 31,037 | 11,120 30,689 8,773
COLLEGE EDUCATED OVER 25 2017 0.261 0.155 0.129 0.105 0.146 0.107 0.121 0.094 0.125 0.079
MEDIAN RENT 2017 993 354 824 214 869 247 733 178 722 132
NUMBER OF HOUSING UNITS 2017 1,985 941 1,647 701 1,663 774 1,630 710 1,458 648
GINI COEFFICIENT 2017 0.433 0.068 0.437 0.062 0.433 0.061 0.468 0.069 0.461 0.065
OWNERSHIP COST 2017 18.026 3.619 19.369 4.440 19.206 4.550 18.739 5.144 18.634 5.674
OWNER OCCUPIED 2017 0.587 0.203 0.478 0177 0.475 0.178 0.388 0.179 0.345 0.181
BLACK % 2010 0.134 0.193 0.278 0.306 0.227 0.280 0.340 0.333 0.380 0.350
ASIAN % 2010 0.041 0.073 0.031 0.066 0.033 0.064 0.023 0.057 0.028 0.072
HISPANIC % 2010 0.149 0.199 0.206 0.247 0.233 0.263 0.141 0.200 0.145 0.195
NON_HISPANIC WHITE 2010 0.652 0.255 0.467 0.304 0.486 0.305 0.474 0.320 0.427 0.307
CHANGE MEDIAN HOME VALUE -0.003 0.190 -0.053 0.333 0.150 0.314 -0.043 0.299 0.268 0.489
CHANGE MEDIAN HOUSEHOLD INCOME 0.027 0.187 0.022 0.194 0.166 0.183 0.032 0.236 0.258 0.309
CHANGE COLLEGE EDUCATED -0.195 0.270 -0.164 0.521 0.152 0.542 -0.162 0.550 0.314 1.580
CHANGE RENT 0.051 0.188 0.027 0.160 0.059 0.137 0.027 0.158 0.094 0.269
CHANGE UNITS 0.029 0.104 0.005 0.112 0.005 0.081 0.007 0.095 -0.007 0.074
CHANGE GINI 0.010 0.055 0.011 0.062 0.010 0.061 0.010 0.067 -0.005 0.071
CHANGE COSTS -2.440 3.729 -2.886 4.975 -4.064 5.344 -2.961 5.524 -3.249 6.395
CHANGE OWNER OCCUPANCY 0.031 0.300 0.125 0.294 0.153 0.287 0.188 0.305 0.259 0.319
NUMBER OF TRACTS N=9144 N=4697 N=391 N=2211 N=119

A-7 Descriptive statistics for all other cities, with lower intensity of gentrification by census tract
classification. (Source: Author’s calculations based on 2008-2012 and 2013-2017 Census ACS)
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