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IIIIINTRODUCTIONNTRODUCTIONNTRODUCTIONNTRODUCTIONNTRODUCTION

While the U.S. homeowner-
ship rate rose perceptibly
over recent years to a record

67.1 percent in mid-2000, the
longstanding white-minority home-
ownership gap of about 28 percentage
points has changed little over the past
20 years.  By late 1999, close to 74 per-
cent of whites had achieved
homeownership status, compared with
only about 46 percent of African-Ameri-
can and Hispanic households.  As a
stated policy objective, the U.S. Depart-
ment of Housing and Urban Develop-
ment seeks to boost the national
homeownership rate to 70 percent by
2006.  Clearly, achievement of that goal
requires significant upward movement
in homeownership rates among racial
and ethnic minorities.

The lower homeownership rates among
African-Americans and Latinos have
been attributed in part to their lower
incomes and wealth, among other fac-
tors (see, for example, Wachter and
Megbolugbe (1992), Gyourko and
Linneman (1996), and Coulson (1999)).

Results of our recent paper (Painter,
Gabriel, and Myers [2001]) indicated
that differences in income, education,
and immigrant status largely explained
the homeownership choice gap be-
tween Latinos and whites in Los Ange-
les County in 1990.  At the same time,
our estimates suggested a sizable and
persistent homeownership deficit
among African-American households
(relative to white households) in Los
Angeles County even after adjusting for
differences in characteristics of the two
groups.

The research upon which this Brief is
based, seeks distinct pathways to
homeownership among the African-
American population of Los Angeles
County (Gabriel and Painter, 2001).  In
a departure from most homeownership
analyses, this paper focuses on how lo-
cation characteristics and location
choice affect the likelihood that Afri-
can-American and white households
will own homes in the Los Angeles and
San Bernardino County areas.   We
model movers’ location decisions and
homeownership versus rental deci-
sions.1  We then used the model results
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to simulate what homeownership rate African-
Americans in each geographic area would be likely
to achieve if they had the same economic character-
istics as whites.  Thus we can gain new insights into
the disparate intrametropolitan location and
homeownership choices of distinct African-American
groups.
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We start with a population of African-Americans (and
their white counterparts) who lived in Los Angeles
County in 1985, but who had moved during the
subsequent five years.  We focus on three groups
within the African-American community that could
be thought likely to have different tastes and
preferences with regard to housing; (1) movers to the
Inland Empire (San Bernardino County), (2) movers
to South Central Los Angeles (LA), and (3) movers to
other areas within LA County.  (See Figure 1 for a map
of the distinction of the two LA areas.)  Movers to
these locations were chosen because these desti-
nations represent quite different geographic, socio-
economic, demographic, and place characteristics
that would likely attract households with differing
housing market preferences.

To test for other factors that may influence a
household’s decision to locate in particular areas and the
decision to own, we use data drawn from the public use
microdata sample (PUMS) file of the 1990 decennial census.
The analysis focuses on both LA and San Bernardino coun-
ties because, during the period covered in the analysis (1985-
1990), the populations changed in ways that were quite dif-
ferent from the surrounding counties in Southern Califor-
nia.  Figure 2 shows that the proportionate representation
of African-American households expanded markedly in San
Bernardino County, from 5.75 percent in 1980 to 9.36 percent
in 1990. In contrast, the African-American household share
declined from 13 percent to less than 11 percent in LA County
over this same period, in part reflecting the movement of
African-American households into the Inland Empire.  In
Orange and Ventura Counties, African-American household
shares stayed at about 2 percent over the decade.  At the
same time, the share of the population that was white de-
clined in each county (Figure 3).

Figures 4-6 show that the three regions different substan-
tially in terms of income level, racial composition, and me-
dian house price.2  While South Central LA had house prices
similar to those of San Bernardino County, the racial and

ethnic composition of the two counties was very different.
South Central LA was home to substantially higher numbers
of African-American and low-income households, relative to
other parts of the metropolitan area.  Further, African-
American households moving to San Bernardino were likely
to live in neighborhoods characterized by only 10 percent Af-
rican-American households, relative to the 68 percent Afri-
can-American household representation in typical neighbor-
hoods of South Central LA.  African-American moves to
other parts of LA County were to areas characterized by rela-
tively small minority populations, but relatively high house
prices.  Compared with their African-American counterparts,
the majority of the white population lived in communities
with much fewer minorities.

The figures also indicate substantially lower levels of Afri-
can-American household income and wealth in South Cen-
tral LA relative to other parts of LA or San Bernardino Coun-
ties.  White income levels were highest in other parts of LA
County, relative to the South Central or San Bernardino ar-
eas.  Thus, there was a sharp contrast between white and



African-American households in their choice of living in San
Bernardino.  It was the more affluent African-American
households and the less affluent white households that
chose to move to San Bernardino County.  Nonetheless, at
about $37,000, the relatively higher incomes of African-
American households remained well below those of typical
white households entering the San Bernardino area.
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The results of the location choice models provide interest-
ing insights into the types of white and African-American
households that choose each area.  For example, the prob-
ability of residing in South Central LA is significantly higher
among middle-aged African-American households (aged 35-
64) than among younger African-American households
(aged 25-34).  In contrast, no significant age effects are esti-
mated for white household moves to South Central LA.  In-
creases in permanent and transitory income significantly
raise the likelihood of African-American households mov-
ing to San Bernardino and lower the likelihood that white
households will move to South Central LA.  Among white
households, however, increases in income also exert a sig-
nificant negative effect on the likelihood of moves to the In-
land Empire.  African-American households headed by fe-
male were more likely to locate in South Central LA, and
married households of both groups were more likely to live
in San Bernardino County.  Finally, we find that higher
house prices in any region lower the probability of moving
to that region for all households.

We next estimate homeownership choice models for both
groups of households in the three study regions.  In general,
the findings are consistent with previous literature on hous-
ing tenure choice (see, for example, Painter, Gabriel, and
Myers [2001]).  Among demographic and economic charac-
teristics, increases in the age of the head of the household,
household marital status, higher transitory and permanent
incomes, and higher levels of education all increase
homeownership probabilities.  Among both African-Ameri-
can and white movers to more expensive LA suburbs, higher
levels of household wealth—as proxied by dividend and in-
terest income—are significant to homeownership choice.

Although there were many similarities across race and place,
there were also some notable differences in the determinants
of ownership.  The importance of increases in income in
raising the likelihood of homeownership among African-
American movers to South Central LA and San Bernardino
County was substantially greater than those of their white
counterparts, respectively.  Sizable and depressive effects of
unmarried status were estimated for white households re-
gardless of choice of location; those effects were particularly
pronounced among white households moving to South Cen-

tral LA.  Among African-American movers to South Central
LA and to the Inland Empire, marital status did not play a
significant role in choosing homeownership.

Among neighborhood characteristics, higher levels of area
immigrant population reduce homeownership choice sig-
nificantly among both white and African-American movers
to South Central LA.   The estimated coefficient on immi-
grant population had a negative and significant, but less de-
pressive, effect on homeownership choice among white mov-
ers to San Bernardino County.  In contrast, higher levels of
area Asian population significantly raised homeownership
propensities among both African-American and white popu-
lations in both South Central LA and San Bernardino neigh-
borhoods.  The estimated positive effects of increases in
Asian populations on home ownership choice in South Cen-
tral LA were much greater than those estimated for San Ber-
nardino County.

Results further indicated significant variation across racial
groups in the effects of neighborhood African-American
population on housing tenure choice.  Higher levels of Af-
rican-American population significantly boosted
homeownership choice only among African-American mov-
ers to South Central LA and to other parts of LA County.  As
suggested above, typical destination neighborhoods of Af-
rican-American movers in San Bernardino County were
characterized by relatively low levels of African-American
population; among African-American movers to San Bernar-
dino County, a negative but insignificant coefficient was as-
sociated with the presence of neighborhood African-Ameri-
can population.  All things equal, the increased presence of
African-American population significantly damped
homeownership choice among white movers to non-central
parts of LA and to San Bernardino County.

SSSSSIMULAIMULAIMULAIMULAIMULATIONSTIONSTIONSTIONSTIONS

The final piece of the research concerns estimating the size
of the differential in African-American/white
homeownership rates after adjusting for differences in so-
cioeconomic and location characteristics.  Overall, the
homeownership gap for African-American households is 23
percentage points.  In order to determine how much these
gaps reflect variations in characteristics (income, wealth,
education, and house prices), we use a decomposition tech-
nique that is common in the tenure choice literature (e.g.,
Wachter and Megbolugbe [1992] and Painter, Gabriel, and
Myers [2001]).

Table 1 presents the key results of this simulation exercise.
We focus on socio-economic characteristics (including
household income and educational attainment) and neigh-
borhood-level poverty, because those were the measures with
the largest and most important differentials between Afri



Afcan-Americans and whites.  (When other variables were in-
cluded, the results did not change substantially.)  Among Af-
rican-American movers to non-central areas of LA County,
the unadjusted homeownership gap with whites was a sub-
stantial 28 percentage points in 1990.  In contrast, for Afri-
can-Americans that moved to South Central LA or to San
Bernardino County, the unadjusted homeownership gap
with whites in 1990 was 19 and 18 percentage points, respec-
tively.  Throughout, the homeownership gap narrowed little
by attributing the education levels of white movers to those
of African-Americans.  In marked contrast, the white/Afri-
can-American gap in homeownership choice contracted sub-
stantially when income levels of both groups are equated.
In fact, this simulation exercise eliminated the white/Afri-
can-American homeownership gap among movers to South
Central and Inland Empire areas.  However, a substantial 14
percentage point residual differential remained among Af-
rican-American movers to other parts of LA County, even af-
ter adjusting for racial variations in economic characteris-
tics.  In that case, additional attention to the context of the
destination neighborhood was required to reduce further
the white/African-American tenure choice gap in other parts
of the LA County.  A simulated reduction in the poverty level
of the destination neighborhoods of African-American mov-
ers, which derives from attributing poverty status of white
mover neighborhoods to those of African-Americans, re-
duced the unexplained residual in white/African-American
homeownership choice to 9 percentage points.

In total, these simulations suggest that the homeownership
gap between African-American and whites falls by more than
three-fourths (Table 2).  These results differ from those in
Painter, Gabriel, and Myers (2001) because that research
compared the African-American population to the white
population in all of LA, and not just in the areas in which
members of the African-American community actually live.
When this is done, the gap in homeownership rates after
adjusting for economic and location characteristics is only
4 percentage points.  It should be noted that this is still sub-
stantial, and different from other racial groups, but it is
much smaller (11 percentage points) than previous research
in the same region.
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In sum, this research sought to improve our understanding
of the persistently low levels of homeownership among Af-
rican-American households by focusing on how location
characteristics and location choice affect the propensity to
own among African-American and white households in the
Los Angeles area.   Three important facts emerged:

1) White and African-American households make lo-
cation choices very differently as their household
income increases.

2) African-American households are much more likely
to own in areas with higher numbers of African-
American households than are whites.

3) Incorporating location choice into the context of
homeownership choice leads to a greater
understanding of where homeownership rate
differentials between African-American and white
households exists.

In particular, two distinct pathways to homeownership ap-
pear to exist for African-American households in the LA
area.  The probability of owning a home among African-
American households moving to South Central LA and to
San Bernardino County was identical to the probability for
white households of similar incomes.  A remaining question
concerns the residual homeownership choice deficit among
African-American movers to other parts of LA County.  One
possibility is that our empirical structure did not fully ac-
count for the endogeneity of location choice in the tenure
choice model, and future research will address this point.
Another possibility is that households with different pref-
erences are choosing to live in the other parts of LA County.
For example among African-American households, house-
holds headed by a single person are most likely to live in
other parts of LA County.  Those African-American house-
holds may be choosing to live in more expensive areas even
though they may not be able to own a home.  That result
could be due to better job opportunities in non-central parts
of LA, better schools, or to racial steering of potential Afri-
can-American homeowners away from these areas.  Unfor-
tunately, our data do not allow us to distinguish among
those hypotheses.  Improved understanding of remaining
differentials in homeownership choice remains the focus of
our ongoing research.
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