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Past Structural Racism and Present Home Prices

Professor Robert W. Wassmer, California State University, Sacramento (rwassme@csus.edu)

This study examines the enduring consequences of racist housing policies on generational wealth disparities in the City of
Sacramento. I investigate the impact of neighborhood grading by the U.S. Federal Homeowners' Loan Corporation (HOLC) in
the late 1930s on present-day housing prices. These findings reveal a significant price disparity between nejghborhoods
assigned different HOLC grades, even 80 years after the initial grading. In 2020, homes located in red or yellowlined (“riskiest”)
HOLC neighborhoods endured a price penalty of approximately 13% compared to homes in green or bluelined (“safest”)
neighborhoods. This accounting of past racism in housing and neighborhood practices is vital as California and the U.S. confront
the realities of racial inequities created and perpetuated by government systems.

The color-coded maps produced by the U.S. Federal Homeowners' Figure 1: Federal HOLC Residential "Security” Map for Sacramento*
Loan Corporation (HOLC) in the late 1930s have received significant
attention in recent years. Previous research indicates that the HOLC
maps reflected the then-contemporary opinions of real estate and ) e o O
mortgage lending professionals about the relative "safety" of mortgage IS R I | SACRAMENTO T e
lending in specific city neighborhoods, but today, these maps (Figure 1 1k ‘ | iy | T55CT s

for the City of Sacramento) are widely perceived as appalling
representations of structural racism in housing and biased
neighborhood policies against persons of color, especially Black
Americans.
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This study builds on past work (Appel and Nickerson 2016, Aaronson
et al. 20213, 2021b) to test whether similar homes in different HOLC-
graded neighborhoods sell for different prices in the City of
Sacramento 80 years after the neighborhood received its grade.

Findings

« I detect long-term effects of structural racism on housing sales,
mortgages, zoning, and the location of government amenities and
disamenities in specific Sacramento neighborhoods stemming from
housing policies in the 1930s.

« Specifically, in 2020, homes located in a 1938 HOLC red or
yellowlined (“riskiest”) neighborhood experienced a 13% lower
home-price penalty than homes located in a green or bluelined
(Msafest”) neighborhood.

« A Blinder Oaxaca decomposition indicates that one-third of the
$195,000 home price difference between these HOLC's “safest” and
“riskiest” neighborhoods cannot be explained due to factors
accounted for in our model. These unaccounted factors are likely
the legacy of the bigoted practices captured qualitatively in HOLC's
prejudiced risk assessment (Table 1).

Implications
« This study empirically confirms that systematized housing discrimination and the prevention of BIPOC Americans from

acquiring wealth through home equity have contributed to persistent wealth inequalities between Black and White
Americans. This wealth divide can, at least in part, be attributed to divergent starting points as a result of the past injustices
like those documented here.

« This research has significant implications for public policy aimed at rectifying historical injustices and promoting equity for
Black Americans and other Americans of color through targeted interventions, stricter measures to prevent exclusionary
housing practices meant to preserve higher residential property values (Wassmer and Williams 2021), and discussions on
reparations and calls for more conscious “reparative planning” (Rashad 2020).

The University of California Center Sacramento advances the University’s mission of teaching, research, and public service with an integrated program to train future

state leaders, to address challenging public-policy issues confronted by the nation and state, and to carry out the University’s mandate to assist state government.
To view the presentation and slides, please visit us at https://uccs.ucdavis.eau.
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