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Abstract 

The U.S.-American foreclosure crisis and related economic crises have had severe and wide-reaching 

effects for the global economy, homeowners, and municipalities alike.  These negative changes led to 

federal, state, regional, and local responses intended to prevent and mitigate foreclosures.  As of yet, 

no research has examined the community- and neighborhood-level impacts of local foreclosure 

responses.  This research seeks to determine the economic, physical, social, and political changes that 

resulted from these responses. 

A mixed methods case study of Cuyahoga County, Ohio, home to Cleveland, was used to identify local 

level foreclosure responsesτi.e. those carried out at the county level and belowτand their effects.  

The qualitative component was comprised of semi-structured stakeholder interviews, including local 

governmental representatives, advocacy groups, and neighborhood representatives.  Two community 

subcases were investigated in depth to further examine the mechanisms and effects of foreclosure 

responses. 

The quantitative component supplements the qualitative component by means of a quantile 

regression model that examines relationships between foreclosure responses and changes in property 

value at the Census tract level, used to approximate communities.  The model integrates data for the 

entire county and estimates coefficients at various quantiles of the dependent variable, which 

uncovers variations in the associationǎ ōŜǘǿŜŜƴ ǘƘŜ ǾŀǊƛŀōƭŜǎ ŀƭƻƴƎ ǘƘŜ ŘŜǇŜƴŘŜƴǘ ǾŀǊƛŀōƭŜΩǎ 

distribution.  That is, with quantile regression it is possible to determine whether foreclosure responses 

have different effects depending on community conditions. 

The results indicate that the national and local context are of particular importance when responding 

to the foreclosure crisis.  Lackluster national level responses necessitated creative and innovative 

responses at the local level.  The Cleveland region is characterized a weak housing market and its 

concomitant vacancy and abandonment problems.  Thus, post-foreclosure responses that deal with 

blighted property are essential.   

A wide variety of foreclosure responses took place in Cuyahoga County, in the form of systems reform, 

foreclosure prevention, targeting, property acquisition and control, legal efforts, and community- and 

neighborhood-level efforts.  Several strategies used in these responses emerged as themes:  targeting, 

addressing blight, strengthening the social fabric, planning for the future, building institutions and 

organizational capacity, and advocacy.   Physical and economic impacts are closely linked and are 

brought about especially by responses using targeting and blight reduction strategies.  Social impacts, 

such as increased identification with, investment in, and commitment to the community occurred as 

the result of responses that used the strategies of strengthening the social fabric and planning a shared 

future for the community.  Finally, the strategies of building institutions and organizational capacity 

and advocacy resulted in increased political power in the form of more local control and additional 

resources for neighborhoods and communities. 

These results provide deeper insight into the effects of the foreclosure crisis and local responses to it 

on neighborhoods and communities.  This case study identifies the importance of targeting, blight 

removal, strengthening social bonds, planning for a shared future, increasing organizational capacity, 

and advocacy in addressing the foreclosure crisis on the community and neighborhood levels, 

especially in weak housing market cities where need far outstrips the available resources.  
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Chapter 1 Introduction 

Between 2007 and 2012, the world and particularly the United States experienced several interrelated 

economic crises, including the subprime crisis of 2007 to 2009 (U.S.), the financial crisis of 2007 to 2008 

(U.S.), the Great Recession of 2007 to 2010 (international), and the ongoing foreclosure crisis that 

began in 2010 (U.S.).  A major component of and cause for these crises was the U.S. housing bubble 

and its subsequent collapse.  In addition to worldwide economic contraction, one outcome was an 

exceptional increase in foreclosures in many areas of the United States. The impacts of the crisis varied 

geographically, depending on the regional and local housing markets and economies. This research 

focuses on the foreclosure problem and foreclosure responses in one county characterized by a weak 

housing market and a weak economy:  Cuyahoga County, Ohio, where the City of Cleveland is located.  

This chapter introduces the foreclosure problem, introduces the research objective and research 

questions, explains the scope of the research, and introduces the format and content of the work. 

1.1 The Foreclosure Problem 

The U.S. foreclosure crises came about largely as the result of the swift and sudden deflation of the 

housing market bubble, itself due to deregulation in the mortgage industry and the increasingly risky 

loans and consequent inflated housing prices it made possible.  This high-risk lending environment led 

to increasingly inflated property values, spurred by the easy availability of credit.  However, these 

changes also caused the increasingly unstable and speculative mortgage marketτas well as the larger 

financial systemτto become unstable.  Though some warned of the eventual inevitable consequences 

of continuing this path, in general these concerns were ignored. 

The first wave of foreclosures is termed the subprime crisis:  As interest rates rose, large numbers of 

subprime and other non-traditional, low quality loans defaulted and went into foreclosure.  Financial 

institutions took possession of these properties and then sold them, usually at the discounted prices 

long typical for foreclosed properties. Property values began to fall and it became impossible for many 

homeowners with expensive loans to refinance, 1 which triggered additional foreclosures.  The decline 

in home values, coupled with a weak general economy and the implosion of the financial sector, 

contributed greatly to the U.S. financial crisis of 2007 to 2008 and the international Great Recession of 

2007 - 2010.  What began in the subprime residential mortgage sector spread throughout financial 

markets, due to the overleveraging of large financial institutions and the fact that the global financial 

system was more interconnected than had been previously realized (Mishkin, 2010).  Job loss and other 

employment-related problems resulting from the economic crisis then caused many homeowners to 

miss mortgage payments, extending the foreclosure crisis to prime loans and affecting many loans that 

ǿŜǊŜ ǘƘƻǳƎƘǘ ǘƻ ōŜ άǎŀŦŜΦέ  ¢Ƙƛǎ ǎŜŎƻƴŘ ǊŜŀƭ Ŝǎǘŀte crisis is known as the 2010 foreclosure crisis.  

In this work the two foreclosure crises are referred to simply as the foreclosure crisis.  This is due to 

the fact that the two are interrelated, with the subprime crisis laying much of the groundwork for the 

subsequent 2010 foreclosure crisis, and the fact that the two crises and their effects are difficult to 

                                                           
1 This was particularly common for those with ARMs, or adjustable rate mortgages, the use of which increased 
greatly leading up to the foreclosure crisis.  These loans consist of an initial period characterized by a lower 
interest rate and thus lower monthly payment, followed by an interest rate increase and increased monthly 
ǇŀȅƳŜƴǘΣ ǿƘƛŎƘ ǿŀǎ ƻŦǘŜƴ ōŜȅƻƴŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ ǇŀȅΦ  5ǳǊƛƴƎ ǘƘŜ Ŝŀǎȅ ŎǊŜŘƛǘ ǇŜǊƛƻŘ ƭŜŀŘ ǳǇ ǘƻ ǘƘŜ 
crisis, one could easily refinance to a new ARM before the initial low interest rate reset. 
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extricate from one another.  The foreclosure crisis and the related national and international economic 

crises have had far-reaching effects on many levels:  individually, locally, regionally, nationally, and 

internationally.  National level impacts are briefly introduced later in this section; impacts at lower 

levels of geographic aggregation will be discussed in detail in Section 2.2.3.   

Foreclosure is the legal process used by lenders to recover the balance of a mortgage loan,2 after the 

borrower has stopped making payments, by forcing the sale of the asset which backs the loan in order 

to recoup the losses that result from nonpayment of the loan.  Technically, the lender can initiate a 

foreclosure for any breach of the mortgage contract; in general this occurs only for non-payment 

(Ambrose & Capone, 1996).  Used in this work, the term foreclosure refers specifically to residential 

mortgage foreclosure. 

The national level impacts of the foreclosure crisis were massive.  The national foreclosure rate peaked 

above 0.11% in 2010, which had varied between 0.01% and 0.02% pre-crisis (Zillow, 2015).  Home 

prices fell an average of 30% between mid-2006 and mid-2009 (St. Louis Federal Reserve Bank, 2014). 

Between June 2007 and November 2008, U.S.-Americans lost 25% of their net worth (Altman, 2009).  

The unemployment rate doubled from 5% in 2008 to 10% by the end of 2009 (St. Louis Federal Reserve 

Bank, 2015), and retirement assets, U.S.-!ƳŜǊƛŎŀƴǎΩ ǎŜŎƻƴŘ-largest household asset after home 

equity, declined by 22% (Altman, 2009). 

Though the foreclosure crisis affected the entire nation, some areas were impacted much more heavily 

than others.  The foreclosure crisis hit especially hard in two distinct groups of states:  (1) in overheated 

housing markets, such as Florida, California, Nevada, Arizona, New York, and New Jersey; and (2) in 

weak housing markets in areas which have experienced long term economic decline, particularly in the 

Rust Belt, including Michigan, Illinois, and Ohio.  This research focuses on Ohio, characterized by a 

weak economy and housing market. 

1.1.1 Roots of the Crisis 

This section first introduces the development and meaning of homeownership in the U.S., followed by 

the relationship between homeownership and race, and the role of deregulation and financialization 

in order to set the context for the U.S. housing market and the foreclosure crisis.  Though the aspects 

covered in this section do not cover all the underlying issues that helped build the housing bubble and 

its eventual deflation, they do cover some major contextual factors necessary to understand how the 

crisis developed and played out. 

Importance of Homeownership 

The concept of homeownership in the U.S. should be properly situated.  First, it is well known that the 

U.S. has relatively high levels of homeownership.  Leading up to the foreclosure crisis, the rate peaked 

at 69.2% in Q4 2005.  The foreclosure crisis caused this rate to drop; as of Q2 2014 the rate was 64.7% 

and apparently continuing to decline (U.S. Census, 2014).  This increase in the homeownership rate 

                                                           
2 CƻǊ ǘƘŜ ǊŜƳŀƛƴŘŜǊ ƻŦ ǘƘƛǎ ŘƻŎǳƳŜƴǘΣ ǘƘŜ ǘŜǊƳ άƭƻŀƴέ refers to mortgage loans, specifically those for residential 
properties. 
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before the foreclosure crisis was supported by federal housing policy but it is also inextricably linked 

to the cultural significance of homeownership in the United States.3  

The twentieth century saw homeownership, particularly suburban homeownership, change from a 

privilege of the wealthy to the normal expectation of the middle class.  Seen as a social good, 

homeownership, and the house itself, became an integral symbol of the self in American society.  

Today in the United States it is assumed that homeowners are more attached to their communities 

and are better citizens than renters, who are presumed to be poor, transient, and politically suspect.  

Likewise tax structures incentivize homeownership and greatly favor homeowners.  The language 

attached to renters itself encompasses stigma; renters are described as tenants who live in units within 

a complex, while homeowners are residents who live in homes within a neighborhood (Krueckeberg, 

1999). 

One concept associated with homeownership, intertwined with status connotations, is that of the 

άƭŀŘŘŜǊ ƻŦ ƭƛŦŜΣέ ŀ ǘŜǊƳ ŎƻƛƴŜŘ ōȅ /ƻƴǎǘŀƴŎŜ tŜǊƛƴΦ  ¢ƘŜ ƭadder of life is an ideation which declares a 

proper order of ascension through social time and space, with single-family homeownership at the 

top.  Renting is a form of tenure appropriate only to singles, young couples lacking children, and the 

elderly.  Those who are tenants at other points in the life cycle are lacking or deviant (1977). 

Figure 1.1:  U.S. Homeownership Rate traces the rate from 1890 to 2008.  It can be seen that the U.S. 

had a high rate of homeownership, hovering above forty-five percent, well before the twentieth 

ŎŜƴǘǳǊȅ ōŜƎŀƴΦ  ¢ƘŜ мфнлǎ ǎŀǿ ŀ ǎǘŜŀŘȅ ƛƴŎǊŜŀǎŜ ƛƴ ǘƘŜ ǊŀǘŜ ƻŦ ƘƻƳŜƻǿƴŜǊǎƘƛǇΣ ŦǳŜƭƭŜŘ ōȅ ǘƘŜ ŘŜŎŀŘŜΩǎ 

increased credit availability.  The rate fell throughout the 1930s as the housing market collapsed and 

foreclosures were rampant.  Seeing the path out of the Great Depression through housing, policy 

makers created New Deal policies to restore credit liquidity to the housing market and simultaneously 

created jobs in construction and real estate. 

 
Figure 1.1:  U.S. Homeownership Rate   
Source:  U.S. Census, Historical Census of Housing Tables:  Homeownership & U.S. Census, Housing Vacancies and 
Homeownership (CPS/HVS) 

This trend, begun in 1934 with the establishment of the Federal Housing Administration (FHA), 

established the use of the housing sector as a countercyclical measure to cushion periodic recessions, 

such as the predicted, but unrealized, recession based on wartime overproduction immediately 

                                                           
3 Of course, these two factors are not isolated.  Public policy and the cultural importance of homeownership both 
influence and reinforce one another. 
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following World War II.  By boosting the housing sector, and subsequently demand for durable goods, 

the perceived nationwide demand deficiency could be solved.  If implemented early enough, as in the 

post-World War II situation, recessions could be avoided entirely.  As a result, homeownership was 

used to stabilize the economy and grew steadily through much of the twentieth century (Elliott, 

Feldberg, & Lehnert, 2013). 

The roots of the role and meaning of homeownership in the U.S. reach back to the colonial era.  Doucet 

and Weaver contend that the origins of the drive for homeownership in North America stem from 

protests against concentrated land holdings in Europe.  The early settlers saw the new continent as 

open to a different system of land ownership.  Doucet and Weaver also point to a cultural memory of 

land ownership as the key to political and economic power.  They acknowledge that the period when 

suffrage was limited to property owners in the United States was short, but believe that when 

combined with a long history of limited suffrage in Europe an association had been culturally instilled 

(Doucet & Weaver, 1991). Kreuckeberg links this conception of homeownership to today, pointing to 

the contemporary claim of being a (property) taxpayer, which of course means property owner, to call 

ŀǘǘŜƴǘƛƻƴ ǘƻ ƻƴŜΩǎ ƛƳǇƻǊǘŀƴŎŜ ŀƴŘ ǎǘŀǘǳǎ (1999).4 

Federal efforts to encourage ownership have their roots in the colonial period as well.  Mitchell points 

ǘƻ ŦŜŘŜǊŀƭ ƭŀƴŘ ŘƛǎǘǊƛōǳǘƛƻƴ ǘƻ ǿŀǊ ǾŜǘŜǊŀƴǎ ƛƴ ƻǊŘŜǊ ǘƻ άŦƻǊŜǎǘŀƭƭ ǘƘŜ Ŝvils of a collection of landless, 

disgruntled ex-ǎƻƭŘƛŜǊǎ ōȅ ƘŜƭǇƛƴƎ ǘƘŜƳ ōŜŎƻƳŜ ƭŀƴŘƻǿƴŜǊǎΣέ ǿƘƛŎƘ ǿŀǎ ƳŀƛƴǘŀƛƴŜŘ ŀŦǘŜǊ ǘƘŜ 

Revolutionary and Civil Wars (Mitchell, 1985, p.40).  The cash-poor but property-rich federal 

ƎƻǾŜǊƴƳŜƴǘΩǎ ǇǊƻǾƛǎƛƻƴ ƻŦ ǇǊƻǇŜǊǘȅ ƛƴdicates that property ownership was recognized as promoting 

independence and self-sufficiency as well as preventing dependence and the potential for lawlessness 

(Krueckeberg, 1999).  The Homestead Act of 1862 was another federal policy that encouraged 

landownership.  Families who settled 160 acres for five years would own them for free; however, this 

experiment resulted in a high failure rate, with less than fifty percent of the settlers lasting the five 

years and many slipping into tenancy.  This resulted in fears as the tenancies reflected poverty, debt, 

and un-American socialist sympathies (Krueckeberg, 1999). 

The meaning of homeownership at the turn of the twentieth century can be traced along lines of self-

help, reform, the separation of home and work, gender roles, and improving status.  Advertisements 

of the 1890s connected property ownership and its attendant rights to status, particularly that of the 

new middle-class.   This investment would improve status, maintain correct gender relations, aid in 

raising healthy children and create more affluent families (Garb, 2005).  Harris and Pratt enumerate 

three important changes that were occurring relative to the home:  (1) the long-term shift in paid 

employment away from the house; (2) the home took on new meanings: haven for family life, 

protection from stimulation and threat of the city, refuge from an alienating and exhausting world of 

work, a place of security, privacy, and personal control; and (3) the home as an important status 

symbol, a measure and symbol of personal success (1993). 

The late-nineteenth century was also characterized by reform movements oriented toward the 

improvement of living conditions for the poor and working class.  Especially focused on the problems 

                                                           
4 While renters do in fact pay property taxes indirectly through rent payments, there is a common but false 
ŎƻƴŎŜǇǘƛƻƴ ǘƘŀǘ ǊŜƴǘŜǊǎ άŦǊŜŜƭƻŀŘέ ƻŦŦ ƻŦ ǘƘŜ ǘŀȄ ŎƻƴǘǊƛōǳǘƛƻƴǎ ƻŦ ƘƻƳŜƻǿƴŜǊǎΦ  ¢Ƙƛǎ ƛǎ ǊŜŦƭŜŎǘŜŘΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ōȅ 
the resistance of homeowners to the creation (through building or rezoning) of additional rental properties 
nearby.  It is also reflected by the fact that only four states recognized renters as paying property tax (via rent 
payments) and were thus entitled to an income tax deduction (Krueckeberg, 1999). 
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of slum housing, reformers were concerned with both physical deficitsτpoor sanitation, 

overcrowding, and a lack of ventilation and sunlightτas well as the social defects they believed were 

caused by substandard material conditions. By abolishing inferior housing, reformers hoped that 

problems ranging from the spread of disease to crime and vice would be solved (Wright, 1981).  This 

movement focused on housing condition, not housing tenure status.  However, the building industries 

effectively co-opted efforts for housing reform into their messages of the benefits of homeownership.  

!ŘǾŜǊǘƛǎŜƳŜƴǘǎ ǎǘǊŜǎǎŜŘ άƴŀǘǳǊŀƭ ŀƴŘ ƘŜŀƭǘƘȅ ŜƴǾƛǊƻƴƳŜƴǘǎέ ǘƻ ƳŀǊƪŜǘ ƘŜŀƭǘƘ ŀǎ ŀ ŎƻƳƳƻŘƛǘȅΣ ŀƴŘ 

implied that only skilled builders could incorporate natural benefits with new sanitation and other 

technology in the suburban owner-occupied home.  Advertisements of the time also asserted the 

ƘƻƳŜƻǿƴŜǊΩǎ ƛƴŎǊŜŀǎŜŘ ƛƴŘŜǇŜƴŘŜƴŎŜ ŘǳŜ ǘƻ Ƙƛǎ ŀōƛƭƛǘȅ ǘƻ ǊŜƳŀƪŜ ƴŀǘǳǊŜ ŀƴŘ ƘŀǊƴŜǎǎ ƛǘǎ ōŜƴŜŦƛǘǎ ŦƻǊ 

the health of his family (Garb, 2005). 

Meanings of homeownership in the early twentieth century continued along the path of reification of 

owner-occupation begun at the end of the nineteenth century. Homeownership continued to be 

ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǇǊƻǘŜŎǘƛƻƴ ŀƴŘ ƳŀǎŎǳƭƛƴƛǘȅΣ ǿƻƳŜƴΩǎ ǘǊŀŘƛǘƛƻƴŀƭ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ŀƴŘ ǘƘŜ ǊŀƛǎƛƴƎ ƻŦ 

healthy children, and qualities of thrift and independence (Hutchinson, 1997; Lands, 2008).  Other 

connotations were added, such as the homeowner as patriot, an extension of the traits of masculinity 

and family protection to the trait of protection of the republic.  A homeowner was a committed and 

true American, particularly important in light of fears that stemmed from the Bolshevik Revolutionτ

ά.Ŝ ŀ tŀǘǊƛƻǘΣ .ǳȅ ŀ IƻƳŜέ (Lands, 2008). 

/ƻƴǾŜǊǎŜƭȅΣ ǘŜƴŀƴǘǎ ŎƻǳƭŘƴΩǘ ōŜ ǘǊǳŜ !ƳŜǊƛŎŀƴǎΣ ŀƴŘ ǘƘŜƛǊ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ǘƘŜ ǊŜǇǳōƭƛŎ ǿŀǎƴΩǘ ŀǎ 

certain.  National Association of Real Estate Brokers (NAREB) publications contrasted the qualities of 

owners and renters:  homeowners live in the ideal single-family home, are thrifty, independent and 

committed to the American way of life; renters are prone to crime and cause social disorder (Lands, 

2008).  Others asserted that middle class apartments encouraged sloth, sexual immorality, and divorce 

(Hutchinson, 1997).  Important figures indicated mortgage indebtedness was socially acceptable and 

even desirable (Lands, 2008). 

Today, homeownership is the major form of wealth accumulation for many Americans, in particular 

Americans of color.  Thirty-one percent of American wealth is in home equity; this number is nearly 

doubled for Americans of color, at 61% (The Greenlining Institute, 2014).  Conventional wisdom has 

long considered investing in a home and building equity to be a foolproof way to build wealth, though 

the foreclosure crisis has caused some to question this (Rappaport, 2010). 

Homeownership & Race 

An introduction to the history of and relationship between homeownership and race is also necessary 

to properly situate the U.S. housing context.  The history of racism and housing helps to explain the 

disparate impacts of the foreclosure crisis on black and other American minorities.   

Discrimination has played an important role in mortgage lending throughout the history of the U.S. 

mortgage lending market.  Many banks and savings and loans5 considered the maintaining of 

ƴŜƛƎƘōƻǊƘƻƻŘ άǇǳǊƛǘȅέ ǘƻ ōŜ ŀ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ƛƴ ǘƘŜƛǊ ƭƛƴŜ ƻŦ ǿƻǊƪΦ  Lƴ ƎŜƴŜǊŀƭΣ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ǿŜǊŜ 

averse to lending to black Americans and entirely excluded minorities from obtaining loans for 

                                                           
5 Savings and loans, also known as thrifts, are depository institutions that make mortgage and other loans. 
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properties in white neighborhoods.6  African Americans were thus left with the options of obtaining a 

mortgage from a black lending institution, which were relatively uncommon, or using the services of 

informal lenders (Immergluck, 2009a). 

The only path to homeownership available to many blacks was that of the land contract.  Land 

contracts are a type of rent-to-own plan; this system was used to exploit black homeowners and 

extract capital through the use of abusive conditions.  One missed payment resulted in complete 

forfeiture of all payments and equity in the property up to that point.  Such a scheme could be used as 

a continuous source of income by cycling through many vulnerable buyers over time (Immergluck, 

2009a; Orser, 1994).  These properties were overpriced, due to both the extortionate conditions and 

the pent-up demand for homes and property in the geographically limited areas open to blacks. 

The Federal Housing Administration (FHA) was created in 1934 in response to the Great Depression 

ŀƴŘ ǘƘŜ ƘƛƎƘ ǊŀǘŜǎ ƻŦ ŦƻǊŜŎƭƻǎǳǊŜǎ ǎŜŜƴ ŀǘ ǘƘŀǘ ǘƛƳŜΦ  ¢ƘŜ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴΩǎ role was to regulate interest 

rate terms and to standardize mortgage terms.  The FHA also promoted and helped to institutionalize 

redlining, the practice of geographically defining areas acceptable and unacceptable for mortgage 

lending on the basis of race.  The term received its name as a result of the risk-rating maps the FHA 

ŀƴŘ Ih[/ όIƻƳŜ hǿƴŜǊǎΩ [ƻŀƴ /ƻǊǇƻǊŀǘƛƻƴύ ǇǊƻǾƛŘŜŘ ǘƘŀǘ ǊŀǘŜŘ ŀǊŜŀǎ ά.ŜǎǘΣέ ά{ǘƛƭƭ 5ŜǎƛǊŀōƭŜΣέ 

ά5ŜŎƭƛƴƛƴƎΣέ ŀƴŘ άIŀȊŀǊŘƻǳǎέ (Orser, 1994).  These practices effectively kept black Americans out of 

the mortgage market:  in 1950 only 2.3% of FHA-insured mortgage loans were made to non-whites 

(Immergluck, 2009a). 

A second discriminatory measure was that of exclusionary covenants, which were legal until 1948 (the 

FHA officially stopped using them in their mortgage underwriting in 1950).   Restrictive covenants were 

included in property transactions to prevent buyers from selling, leasing, or transferring the property 

in the future to an undesirable inhabitantτgenerally blacks, but these agreements often applied to 

other minority groups, such as Jews. 

The 1960s marked a transition from outright discriminatory housing and lending practices to increasing 

protectionsτat least superficiallyτfor minorities.  In 1962, President Kennedy issued Executive Order 

11063, disallowing racial discrimination in federal housing programs.  The Civil Rights Act was passed 

in 1968.  Title VIII, also known as the Fair Housing Act, prohibited discrimination in housing markets, 

including the practice of redlining.7  Though this was a large step forward, Title VIII left much to be 

desired.  To prove a Fair Housing Act violation, it was necessary to show racial animus as a motivating 

factor for the practice rather than simply showing evidence of racially disparate impact.  As well, the 

enforcement provisions of the act were toothless, rendering the legislation more symbolic than 

effective. 

Progress continued gradually:  the Equal Credit Opportunity Act was passed in 1974, for which the 

burden of proof was disparate impact rather than disparate treatment; this means that it is only 

                                                           
6 This section focuses on discrimination toward black Americans, who are the largest American racial minority 
and have a particularly frought history. However, other American minorities, such as Hispanics and Jews, have 
experienced housing discrimination as well.  
7 However, this prohibition applied only to the approving of loans to credit-worthy individuals and not to activities 
such as marketing or the provision of banking services.  Lenders could easily sidestep these requirements using 
practices such as setting a minimum loan amount, effectively excluding black borrowers (Immergluck, 2009a). 
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necessary to prove that outcomes are different for protected classes.8  In response to the fact that 

blacks were rejected at twice the rate of whites for home mortgage loans, the Home Mortgage 

Disclosure Act, which required banks and thrifts to collect and disclose data on lending patterns, was 

passed in 1975.  Two years later the Community Reinvestment Act (CRA) was passed, requiring federal 

regulatory agencies to push banks and thrifts to provide banking services to all constituents in their 

service areas.9 

Though legally much progress was made with respect to discriminatory housing and lending practices 

over this period, enforcement was lacking and in many ways the situation did not change.  Amid calls 

for increased CRA regulation, CRA data was made public and banks and thrifts were required to report 

data including race, gender, and income for each loan application.10  These changes allowed 

community groups and individuals to get involved and to pressure regulators to hold institutions 

accountable.  These changes led to the Federal Reserve releasing a report showing that blacks were 

rejected for home loans at a rate two to three times that of whites with similar incomes.  This briefly 

had an impact on CRA regulators and the ratings they gave out, with 11.7% of evaluated institutions 

receiving less than satisfactory ratings in 1990 and 1991τup from an average of 2.4% between 1985 

and 1988.  However, by 1993 this had dropped to about 5% (Immergluck, 2009a). 

Though many believe that racial discrimination in mortgage markets is a thing of the past, these 

practices have occurred in recent history.  These discriminatory practices, combined with the 

importance of homeownership culturally and financially, have resulted in strong disadvantages for 

African Americans.  For example, the exclusion of black Americans from homeownership has had a 

large effect on the comparative wealth of black and white Americans (recall that homeownership is 

the major investment vehicle for many Americans).  Though, as a proportion of total wealth, black 

Americans have approximately twice their wealth in home ownership (59%) as white Americans (31%), 

the median wealth of black Americans is $5,677 in comparison to $113,149 for white Americans 

(Kochhar, Fry, & Taylor, 2011).  Black Americans are also comparatively inexperienced with regard to 

mortgage loans and other financial productsτ21.4% have no bank accounts, in comparison to 4.0% of 

white Americans (Burhouse & Osaki, 2012)τwhich meant that black Americans are, as a group, more 

vulnerable to predatory and fraudulent lending. 

This assertion is borne out by the phenomenon of reverse redlining.  Reverse redlining, or greenlining, 

is the practice of targeting African Americans and other minorities for subprime and/or predatory 

loans, often with exorbitant or unnecessarily high interest rates,11 balloon payments, and unnecessary 

fees and charges.  This was largely facilitated by the fact that African Americans and immigrant 

populations have little experience with mortgage lending and thus tend to seek lenders informally, by 

asking a friend, acquaintance, or religious leader (Kaplan, 2008).  It is also facilitated by the continuing 

segregation of African Americans (both homeowners and renters) in specific areas.  Reverse redlining 

has resulted in a rate of origination of subprime loans to minorities that is well above what would be 

                                                           
8 Protected classes are characteristics of individuals that cannot be targeted for discrimination.  These classes 
currently include race, color, religion, national origin, age (over 40), sex, pregnancy, citizenship, familial status, 
disability status, veteran status, and genetic information. 
9 The CRA was not initially enforced; regulators used administrative rule-making to avoid this. 
10 Previously HMDA data only applied to loan originations, making it difficult to assess whether racial patterns 
were present in loan-making decisions. 
11 For example, many borrowers were steered into subprime loans, although they qualified for more affordable 
and less risky prime loans. 
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expected given their credit histories and other measures of risk.  It reflects the exploitation of 

geographicΣ ǊŀŎƛŀƭΣ ŀƴŘ ǎƻŎƛƻŜŎƻƴƻƳƛŎ ƛƳōŀƭŀƴŎŜǎΥ  άΦ Φ Φ ƛǘ ƛǎ ŎƭŜŀǊ ǘƘŀǘ ǘƘŜ ǇǊƻŦƛǘǎ ŜȄǘǊŀŎǘŜŘ ōȅ ǘƘŜǎŜ 

lenders are based on systemic inequalities in access to information, capital, industry resources and 

ǇƻǿŜǊέ (Wyly, Atia, Foxcroft, Hamme, & Phillips-Watts, 2006, p.123). 

Deregulation & Financialization 

The U.S. mortgage market began a shift toward increased deregulation in the late 1970s and early 

1980s.  This deregulation in turn helped financialize the mortgage market.  Financialization refers to 

both the increasing dominance of the financial sector in comparison to other sectors of the economy12 

and the transformation of tradable goods and services into financial instruments.13  Mortgage 

securitization, or the packaging of contractual debt (such as residential mortgages in this case) into 

financial instruments that can be bought and sold and used for investment purposes, also grew 

immensely during this period. 

5ŀƴ LƳƳŜǊƎƭǳŎƪΩǎ нллф ōƻƻƪΣ Foreclosed, thoroughly investigates the history of the U.S. mortgage 

market and the growth of high-risk loans that appeared on the heels of federal mortgage market 

deregulation.  His 2009 conference paper, From Global Buck to Local Muck, provides a more concise 

overview of deregulatory changes that occurred during the 1980s.  I use the 2009 overview here to 

ǇǊƻǾƛŘŜ ŀ ǎǳƳƳŀǊȅ ƻŦ ƳŀƧƻǊ ƭŜƎƛǎƭŀǘƛǾŜ ŎƘŀƴƎŜǎ ǊŜƭŜǾŀƴǘ ǘƻ ǘƘŜ ƳƻǊǘƎŀƎŜ ƳŀǊƪŜǘΦ  ¸ǾŜǎ {ƳƛǘƘΩǎ 

Econned (2010) also provides a thorough investigation of the development of U.S. financial markets 

over time leading up to the foreclosure crisis. 

DIDMCA, or the Depository Institutions Deregulation and Monetary Control Act of 1980, established 

the phased elimination of state usury (interest rate) limits and made national banks bound to only the 

usury limits of their home states,14 even when originating mortgages in other states.  Thus states could 

άŜȄǇƻǊǘέ ƘƛƎƘŜǊ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ŦǊƻƳ ƭŜǎǎ ǊŜƎǳƭŀǘŜŘ ǎǘŀǘŜǎ ǘƻ ƳƻǊŜ ƘƛƎƘƭȅ ǊŜƎǳƭŀǘŜŘ ǎǘŀǘŜǎΤ ǘƘƛǎ ŎƘŀƴƎŜ 

ƎǊŜŀǘƭȅ ǊŜŘǳŎŜŘ ǎǘŀǘŜǎΩ ŀōƛƭƛǘƛŜǎ ǘƻ ǊŜƎǳƭŀǘŜ ƳƻǊǘƎŀƎŜǎ ǿƛǘƘƛƴ ǘƘŜƛǊ ōƻǊŘŜǊǎ (Immergluck, 2009b).  In 

1982, the Alternative Mortgage Transaction Parity Act (AMTPA) was passed, which further overrode 

ǎǘŀǘŜ ŎƻƴǎǳƳŜǊ ǇǊƻǘŜŎǘƛƻƴ ŜŦŦƻǊǘǎ ōȅ ǇǊŜŜƳǇǘƛƴƎ ǎǘŀǘŜ ƭŀǿǎ ǘƘŀǘ ǊŜƎǳƭŀǘŜŘ άŀƭǘŜǊƴŀǘƛǾŜέ ƭƻŀƴǎτthose 

containing non-standard terms, such as balloon payments and adjustable interest rates.  This pair of 

acts preempted state consumer protections for mortgages made by both depository institutions 

(DIDMCA) and non-depository institutions (AMTPA) (Immergluck, 2009b). 

The Secondary Mortgage Market Enhancement !Ŏǘ ό{aa9!ύ ƻŦ мфуп ŦŀŎƛƭƛǘŀǘŜŘ άǇǊƛǾŀǘŜ ƭŀōŜƭέ 

securitization by allowing federally-chartered financial institutions to invest in RMBS15 and overriding 

state regulation to allow state-chartered financial institutions to do so as well. The Tax Reform Act of 

1986 created a new financial instrument, the Real Estate Mortgage Investment Conduit (REMIC), which 

further enabled securitization by clarifying the tax treatment of the instrument (Immergluck, 2009b). 

The Tax Reform Act (TRA) of 1986 increased consumer demand for mortgages by allowing mortgage 

interest to be deducted when filing taxes, but did not allow consumers to deduct other consumer 

interest, such as that paid on credit cards or auto loans.  The result was that mortgage debt, even high-

                                                           
12 !ƭǘŜǊƴŀǘƛǾŜƭȅΣ ƛǘ Ŏŀƴ ōŜ ŘŜŦƛƴŜŘ ŀǎ άŀ ǇŀǘǘŜǊƴ ƻŦ ŀŎŎǳƳǳƭŀǘƛƻƴ ƛƴ ǿƘƛŎƘ ǇǊƻŦƛǘǎ ŀŎŎǊǳŜ ǇǊƛƳŀǊƛƭȅ ǘƘǊƻǳƎƘ ŦƛƴŀƴŎƛŀƭ 
chanƴŜƭǎ ǊŀǘƘŜǊ ǘƘŀƴ ǘƘǊƻǳƎƘ ǘǊŀŘŜ ŀƴŘ ŎƻƳƳƻŘƛǘȅ ǇǊƻŘǳŎǘƛƻƴέ (Krippner, 2005, p.174). 
13 Such as bonds, loans, futures, options, derivatives, and stocks, among others. 
14 !ƴ ƛƴǎǘƛǘǳǘƛƻƴΩǎ ƘƻƳŜ ǎǘŀǘŜ ƛǎ ǘƘŜ ǎǘŀǘŜ ƛƴ ǿƘƛŎƘ ƛǘ ƛǎ ǊŜƎƛǎǘŜǊŜŘ ŀƴŘ Ǉŀȅǎ ǘŀȄŜǎΦ 
15 Residential Mortgage-Backed Securities. 
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cost mortgage debt, became cheaper for consumers in comparison to other types of debt 

(Chomsisengphet & Pennington-Cross, 2006). 

In the wake of the savings and loan crisis that began in 1986, regulatory changes further increased 

securitization.  As part of the savings and loan bailout legislation that followed, the holding of RMBS 

was given favorable treatment in comparison to the holding of mortgages made by the financial 

institution via lower capital reserve requirements.  The decline of savings and loans had begun in the 

1970s with the advent of RMBS, by the 1990s, deregulation and favorable treatment for securities had 

all but removed thrifts (savings and loans) from the mortgage market, leaving it dominated by the 

GSEs16 and later by private financial institutions.  Thrifts had once experienced a competitive advantage 

as the result of their knowledge of local housing markets, but deregulation and increased securitization 

reduced the significance of this difference (Immergluck, 2009b). 

During this period, the U.S. mortgage market was transformed:  from a local to a national market, from 

an originate-to-hold to an originate-to-sell model, and from more regulated originators (savings & 

loans) to less regulated originators (mortgage companies and mortgage brokers) (Immergluck, 2009b).  

These changes were not accidental; federal deregulationist policy supported and furthered 

securitization over the savings and loan model.  The push for deregulation is part of a general shift 

toward neoliberalism, which prizes growth, free trade, privatization, deregulation, and limited 

government intervention.  The active role of the state in reducing regulation in the mortgage market 

was intended to increase liquidity and thus provide opportunities for economic growth (Newman, 

2008). 

As the financial sector grew in economic importance, the sector lobbied for additional deregulation, 

which then allowed it to grow further in importance, and so on.  In particular, new market segments 

were opened to the financial industry through deregulatory changes as the financial industry worked 

to create demandτwhich was not particularly difficult given the primacy of homeownership in U.S.-

American values and the continuous house appreciation seen in this era (Newman, 2008). 

Prior to deregulation, the U.S.-American mortgage market worked on the principle of credit-rationing.  

Either one qualified for a mortgage loan or one did not.  This standard was replaced with risk-based 

pricing, where borrowers considered more risky could receive a loan with a higher interest rate 

όǎǳōǇǊƛƳŜύ ƻǊ άŀƭǘŜǊƴŀǘƛǾŜέ ŦŜŀǘǳǊŜǎΣ ǎǳŎƘ ŀǎ ŀ ǾŀǊƛŀōƭŜ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ƻǊ ŀ ōŀƭƭƻƻƴ ǇŀȅƳŜƴǘΦ  ¢Ƙƛǎ ǎƘƛŦǘΣ 

enabled by deregulation, opened new market segmentsτborrowers who had previously been shut 

out of the mortgage marketτand helped transform mortgages into commodities that could be freely 

bought and sold (Immergluck, 2009b).  Investors desired securities made up of these mortgages, 

because the higher risk entailed higher yields.   

This deregulation reflected and reinforced changes in American attitudes concerning business and 

ŦƛƴŀƴŎŜΦ  ¸ǾŜǎ {ƳƛǘƘ όнлмлύ ǿǊƻǘŜ ƻŦ άŀ ǎƘƛŦǘ ƛƴ ŎƻƭƭŜŎǘƛǾŜ ƛŘŜƴǘƛǘȅ ŀǿŀȅ ŦǊƻƳ ƳŜƳōŜǊǎƘƛǇ ƛƴ 

ŎƻƳƳǳƴƛǘƛŜǎ ŀƴŘ ǘƻǿŀǊŘ ŀŎǘƻǊǎ ƛƴ ƳŀǊƪŜǘǎέ ōŜǘǿŜŜƴ ǘƘŜ мфслǎ ŀƴŘ нлллǎ όǇΦммнύΣ ǿƘƛŎƘ ƳŀŘŜ 

deregulatory changes more palatable and even appealing.  Several authors have pointed to the U.S. 

ŦŜŘŜǊŀƭ ƎƻǾŜǊƴƳŜƴǘΩǎ ŘŜǊŜƎǳƭŀǘƻǊȅ ǎƘƛŦǘǎ ŀǎ ōŜƛƴƎ ŦƻŎǳǎŜŘ ƻƴ ǇǊƻǾƛŘƛƴƎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŎŀǇƛǘŀƭ ŀŎŎŜǎǎ ǘƻ 

neighborhoods and homeowners, rather than the other way aroundτthat is, global investment and 

                                                           
16 The GSEs, or Government Sponsored Enterprises, are the financial services corporations created by the U.S. 
Congress, among them Fannie Mae (FNMA) and Freddie Mac (FHLMC). FNMA and FHLMC were created in order 
to reduce risk and increase the flow of credit in the housing market. 
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growth were facilitated through the exploitation of homeowners and neighborhoods (Aalbers, 2008; 

Immergluck, 2009b; Newman, 2009).   

¢ƘŜ άƭŀƴŘǎŎŀǇŜ ƻŦ ǇǊŜŎŀǊƛƻǳǎƴŜǎǎέ ŎǊŜŀǘŜŘ ōȅ ƴŜƻƭƛōŜǊŀƭ ŘŜǊŜƎǳƭŀǘƛƻƴƛǎǘ ǇƻƭƛŎȅΣ ǊŜŘǳŎǘƛƻƴǎ ƛƴ ǘƘŜ ǎƻŎƛŀƭ 

safety net, and the restructuring of employment resulting from globalization and demands for 

increasingly flexible work17 played a vital role in the foreclosure crisis (Fields, Libman, & Saegert, 2010; 

Nettleton & Burrows, 2001).  Those who had historically been shut out of homeownership were 

impacted hardest:   

The low-income and largely African-American homeowners . . . entered homeownership during 

a time of unprecedented expansion of ownership predicated on notions of wealth 

accumulation, neighborhood revitalization, and improved opportunities for future generations.  

In the act of investing in the future of their family and community, households already 

occupying a position of radical risk became further exposed to the negative externalities of 

larger political-economic processes shaping employment opportunities, income stability, and 

access to social welfare (Fields et al., 2010, p.660). 

1.1.2 Foreclosure Crisis Timeline 

The subprime18 boom of the 2000s that led up to the foreclosure crisis was actually the second wave 

of subprime mortgages.  The first subprime boom occurred in the mid-nineties and peaked in 1997 or 

1998.  The roots of this boom can be attributed to federal deregulation of mortgage policy that began 

in the 1980s.  Newer, non-depository mortgage institutions were not subject to the same regulatory 

burdens as savings and loans and banks, such as the CRA.  This allowed the new lenders to make loans 

that drained equity through high points and fees, sometimes returning to the same customer 

repeatedly, drawing down the prƻǇŜǊǘȅΩǎ Ŝǉǳƛǘȅ ŜŀŎƘ ǘƛƳŜΦ  !ǘ ǘƘŜ ǎŀƳŜ ǘƛƳŜΣ ǎŜŎǳǊƛǘƛȊŀǘƛƻƴΣ ƻǊ ǘƘŜ 

packaging of mortgages together to be sold to investors, was increasing in popularity among private 

mortgage lenders.  This encouraged expansion to a more national market, in order to diversify the 

mortgage securities and spread risk over a larger geographic area (Immergluck, 2009a).   

The first subprime boom stalled from 1999 to 2001, due to the economic recession and other factors.   

The aftereffects were increased foreclosures in specific geographic areas and equity loss for many who 

did not lose their homes.  These effects were geographically limited, particularly to areas characterized 

by poorer and minority homeowners (Immergluck, 2009a).  Though some policymakers attempted to 

draw attention to this issue, it was generally considered an isolated urban problem. 

The first subprime boom did not have the same broadly disastrous consequences as the second.  This 

is due to a variety of factors.  First, though securitization played a significant role in the 2007-8 

foreclosure crisis, this was not the case in the mid-nineties.  Though the use of securities was increasing 

                                                           
17 CƻǊ ŜȄŀƳǇƭŜΣ ǘƘŜ ǳǎŜ ƻŦ άƛƴŘŜǇŜƴŘŜƴǘ ŎƻƴǘǊŀŎǘƻǊǎέ ǘƻ ǊŜǇƭŀŎŜ Ǉƻǎƛǘƛƻƴǎ ǇǊŜǾƛƻǳǎƭȅ ƘŜƭŘ ōȅ ŜƳǇƭƻȅŜŜǎΣ ǘƘŜ ǊƛǎŜ 
of self-employed workers, and the use of variable hours and real-time scheduling software. 
18 Subprime loans are characterized by higher interest rates and poor or no collateral against the loan.  The 
increased interest rates are intended to be risk premiums to make up for the increased likelihood of default.  
Traditionally, subprime borrowers have been those with FICO (credit rating) scores below 640, though there is 
no hard and fast definition.  Please refer to the glossary for definitions of additional mortgage- and foreclosure-
related terms. 
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at that time, they were much less complex and relatively transparentτthat is, investors could 

reasonably assess their risk, unlike more modern mortgage securities.   

Second, the loan-to-value ratios (LTVs) of mortgages during the first subprime boom were relatively 

low, because the share of subprime refinance loans dominated the share of subprime home purchase 

loans.19  Many subprime borrowers were withdrawing equity from their homes, increasing their 

mortgage debt (Immergluck, 2009a). 

Thirdly, the first subprime boom was more geographically isolated than the second.  Minority 

borrowers in particular were targeted.  Between 1993 and 1998, the incidence of subprime loans 

increased twenty-nine fold in predominately black neighborhoods, but only by 2.3 times in 

predominately white neighborhoods.  Mortgage companies also employed technological 

advancements to geographically target minority borrowers and to exploit pre-foreclosure data in order 

to target borrowers in trouble for additional refinance loans (Immergluck, 2009a).  Though the effects 

of the first subprime bust were similar to those of the secondτi.e. foreclosures increased drasticallyτ

the scale of these effects was much smaller and geographically isolated to lower income and minority 

areas (Immergluck, 2009a).  As a result, the first subprime boom received much less attention than the 

second, which occurred on a much larger scale and affected a wide variety of borrowers and 

geographies. 

In 2002 the second subprime boomτthe one responsible for the foreclosure crisisτbegan.  These 

subprime loans tended to be purchase loans, as opposed to refinance loans.  This meant that the loan-

to-value ratios were much higher during this boom than the first, and that homeowners had greatly 

reduced equity in comparison. 

The conditions for a second subprime boom were created through unusually high home price 

appreciation between 2002 and 2005, the combined result of very low interest rates and tight housing 

ƳŀǊƪŜǘǎΣ ŀƴŘ ƛƴǾŜǎǘƻǊǎΩ ƛƴŎǊŜŀǎŜŘ ŀǇǇŜǘƛǘŜ ŦƻǊ Ǌƛǎƪ (Belsky, 2008).  In particular, the deflation of the 

dot-com bubble had freed up investment capital that was now searching for new markets (Adrian & 

Shin, 2008; Belsky, 2008). 

The use of non-standard, or alternatively structured, loans increased greatly in the second subprime 

ōƻƻƳΦ  ¢ƘŜǎŜ ƭƻŀƴǎΣ ǿƘƛŎƘ ǊŜǉǳƛǊŜ ƭƻǿ ƻǊ ƴƻ ŘƻŎǳƳŜƴǘŀǘƛƻƴ ǘƻ ǇǊƻǾŜ ƻƴŜΩǎ ŀōƛƭƛǘȅ ǘƻ ƳŀƪŜ ƭƻŀƴ 

payments, existed prior to the second subprime boom but were rare and generally limited to wealthy 

real estate investors and the wealthy self-employed.  These loans came in many forms, such as 

ŀŘƧǳǎǘŀōƭŜ ǊŀǘŜ ƳƻǊǘƎŀƎŜǎ ό!waǎύ ǘƘŀǘ ƻŦŦŜǊŜŘ ŀ άǘŜŀǎŜǊ ǊŀǘŜέ ŦƻǊ ŜƛǘƘŜǊ ǘǿƻ ƻǊ ǘƘǊŜŜ ȅŜŀrs before 

reverting to a much higher rate for the remainder of the thirty year term.  It was not unusual for 

borrowers to be reassured they could simply refinance when the interest rate was scheduled to reset. 

Other alternative loan structures included negative amortization, where the balance of the loan 

increases up to a certain point before payments are due, and interest-only mortgages, where the 

borrower at first pays only the interest and not the balance of the loan.  Another was the NINJA, or no 

income ƴƻ Ƨƻō ƻǊ ŀǎǎŜǘǎΣ ƭƻŀƴ ǘƘŀǘ ǊŜǉǳƛǊŜŘ ƴƻ ŘƻŎǳƳŜƴǘŀǘƛƻƴ ƻǳǘǎƛŘŜ ƻŦ ǘƘŜ ŀǇǇƭƛŎŀƴǘǎΩ ŎǊŜŘƛǘ ǊŀǘƛƴƎΦ  

                                                           
19 Home purchase loans are used to buy a property, while home refinance loans are used either to obtain 
improved mortgage termsτin particular a lower interest rateτor to withdraw equity to use for other purposes, 
such as to make home repairs and improvements, to service other debt (for example credit card debt), or to 
finance direct spending (for example to cover medical expenses or replace earnings lost as the result of declining 
wages). 
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Another non-ǘǊŀŘƛǘƛƻƴŀƭ ƳŜǘƘƻŘ ƻŦ ŦƛƴŀƴŎƛƴƎ ǿŀǎ ǘƘŜ άǇƛƎƎȅōŀŎƪέ ƭƻŀƴΣ ƛƴ ǿƘƛŎƘ ŀ ōƻǊǊƻǿŜǊ ǿƻǳƭŘ 

ǘŀƪŜ ƻǳǘ ŀ ƭƻŀƴ ŦƻǊ ул҈ ƻǊ фл҈ ƻŦ ŀ ǇǊƻǇŜǊǘȅΩǎ ǾŀƭǳŜΣ ŀƴŘ ǘƘŜƴ another loan to cover the remaining 

10% or 20%.  This resulted in the borrower putting zero money down on the mortgage. To give an idea 

of the extent, in 2005 50% of all subprime loans were no or low doc loans (Immergluck, 2009a). 

Securitization took off during this period as well, in both volume and complexity.  In 2001 there were 

$87 billion in mortgage-backed securities (MBS) issued; by 2006 this value had increased over fivefold 

to $450 billion (Immergluck, 2009a).  As mortgages were securitized and sold, the quality of the loans 

themselves became less important to lenders because defaults, and thus losses, would likely occur 

after the loan had been securitized and sold.  Instead, mortgage originators generated profit via 

origination volume and high fees.  The degree of complexity in securities increased tremendously 

during this time; many securities were based on other securities, with the actual mortgage loans 

several layers below.20  The increased degree of complexity meant that few, if any, investors truly 

understood what they were purchasing and instead relied on the ratings provided by the three major 

credit ratings agencies.  Today, these ratings institutions are considered to have played a key enabling 

role in the development of the foreclosure and financial crises by providing overly optimistic ratings to 

mortgage-backed securities even as underwriting standards dropped precipitously.21  It was possible 

to lower underwriting standards because financial institutions no longer kept all their mortgage loans 

on the books; rather they were sold and securitized, meaning that the additional risk engendered by 

reduced underwriting standards had no negative financial impact on the originating institutions. 

Focusing on house prices in hot real estate markets, Ƴŀƴȅ ōŜŎŀƳŜ ǘǊŀƴǎŦƛȄŜŘ ōȅ ǘƘŜ άǾƛǊǘǳƻǳǎ ŎƛǊŎƭŜέ 

of high-risk lending and increasing house prices.  Essentially, everyone was making money.  

Homeowners watched their equity increase on its own; mortgage brokers, appraisers, and real estate 

agents saw increased incomes due to the increase of real estate activity; financial institutions were 

faced with a seemingly unending demand for MBS products; and investors believed they were 

purchasing reliable and stable products that were likely only to increase in value as real estate 

appreciated and international demand grew (i.e. high yield and low risk products).  In response to 

declining affordability, underwriting standards were lowered in order to keep mortgage origination 

levels high; thus the self-reinforcing cycle continued. 

Meanwhile, the regulation of mortgage products continued to decrease.  This period saw growth in 

non-bank financial institutions, which, as mentioned, were not subject to the same degree of oversight 

as banks and thrifts.  Many states passed άƳƛƴƛ Ih9t!έ22 laws that restrict high-cost lending; however, 

the Office of Thrift Supervision (OTS) and Office of Thrift Supervision (OTS) often pre-empted these 

regulations at the federal level. 

One might ask why this process was allowed to continue and why so many were blind to the reality of 

what was occurring.  First, of course, is that those whom a process favorsτall or most of those listed 

                                                           
20 For example CDOs (collateralized debt obligations) and CDSs (credit default swaps).  More on these products 
and their roles in the foreclosure and financial crises can be found, for example, in Immergluck, 2009a; 2009b 
and Smith, 2010. 
21 This was largely due to a perverse incentive structure in which ratings agencies were paid by the firms 
requesting ratings for their financial products.  Thus, in order to keep customers, the ratings agencies had an 
ƛƴŎŜƴǘƛǾŜ ǘƻ ǇǊƻǾƛŘŜ ƘƛƎƘ ǊŀǘƛƴƎǎΣ ƭŜǎǘ ǘƘŜƛǊ ŎƭƛŜƴǘǎ άǎƘƻǇ ŀǊƻǳƴŘέ ŦƻǊ ōŜǘǘŜǊ ǊŀǘƛƴƎǎ ŦǊƻƳ ƻƴŜ ƻŦ ǘƘŜ ƻǘƘŜǊ Ƴŀƛƴ 
ratings agencies. 
22 Mini HOEPA refers to the Home Ownership and Equity Protection Act of 1994, which provided the Federal 
Reserve board broad powers to regulate lending.  Mini HOEPA laws were modeled after this act. 
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ŀǎ άƳŀƪƛƴƎ ƳƻƴŜȅέ ŀōƻǾŜτare unlikely to notice or call attention to its deficits.  Secondly, there was 

an ideological component concerning the superiority of a deregulated market; increasing prices were 

ǎŜŜƴ ŀǎ ŜǾƛŘŜƴŎŜ ƻŦ ŘŜǊŜƎǳƭŀǘƛƻƴΩǎ ǎǳŎŎŜǎǎΦ  ¢ƘƛǊŘƭȅΣ ǘƘŜ ǊŀǘƛƴƎǎ ŀƎŜƴŎƛŜǎ ǿŜǊŜ ŀǎǎǳƳŜŘ ōȅ ƛƴǾŜǎǘƻǊǎ 

to be rating derivatives accurately.  Fourthly, even those with an intimate knowledge of the statistical 

models used in MBSs and other financial products underestimated the systemic risk.  A normal 

distribution was used in these modelsτthis is generally the preferred distribution for economists and 

others to work with, due to its tractability.  However, the actual distribution underlying the phenomena 

being modelled had a much higher peak and much fatter tails than a normal distribution would.  The 

assumption that these events follow a normal distribution had severe consequences because it caused 

financial theorists and economists to greatly underestimate the risk inherent in the system they were 

manipulating.23 

Beginning in late 2006, the housing market began to slow down and credit tightened.  This meant that 

for many borrowers, the option to refinance as rates increased was no longer available.  The rates of 

seriously delinquent borrowers and defaults increased drastically.  At first, primarily subprime loans, 

and especially ARMs, were affected.  In 2000, the foreclosure start rate for subprime mortgages was 

9.4%; by the second quarter of 2008 it was above 17% (Immergluck, 2009b).  Next, delinquencies and 

defaults spread to Alt-A loans.24  Since the housing sector had been a major driver of the U.S. 

economy,25 this slowdown spread to the general economy and credit tightened greatly.  

Unemployment rates rose, and the foreclosure crisis began expanding to prime loans as wellτthat is, 

άƎƻƻŘέ ƭƻŀƴǎ ǿƛǘƘ ǉǳŀƭƛǘȅ ǳƴŘŜǊǿǊƛǘƛƴƎτas homeowners lost jobs and experienced other financial 

ƘŀǊŘǎƘƛǇǎ ǎǳŎƘ ŀǎ ŘƛǾƻǊŎŜ ƻǊ ƛƭƭƴŜǎǎΦ   hŦ ŎƻǳǊǎŜΣ ǘƘƛǎ ǿŀǎ ǘƘŜ ƻǘƘŜǊ ǎƛŘŜ ƻŦ ǘƘŜ άǾƛǊǘǳƻǳǎ ŎƛǊŎƭŜέτa 

vicious circle of price depreciation, tightened credit, and increasing delinquency, defaults, and 

foreclosures. 

As the U.S. housing market bubble peaked in 2006, foreclosures began to increase at a startling rate. 

The national foreclosure rate increased by two-thirds from 2006 to 2007 (from 1.2% to 2.0% of 1-to-4 

unit residential non-farm mortgages).  It continued to increase, reaching 4.6% of all active loans by 

2010 (U.S. Census, 2012b).   

Figure 1.2 tracks the foreclosure filing and completed foreclosure rates for the U.S. between 2000 and 

2013.  Up through 2004, the foreclosure rate remained relatively steady, varying between five and 

seven hundred thousand completed foreclosures per year.  Toward the end of 2004, foreclosure 

completions began steeply climbing; the steep increase in foreclosure filings lagged about a year 

behind completions but trended in a highly similar manner.  Both rose consistently between 2005 and 

2010, and began slowing down before reaching their peaks of 3.9 million foreclosures and nearly 3.6 

million foreclosure filings in 2011.  Foreclosures and foreclosure filings then decreased steadily, though 

as of 2013 both rates remained at approximately twice their pre-crisis value. 

                                                           
23 tƭŜŀǎŜ ǎŜŜ ¸ǾŜǎ {ƳƛǘƘΩǎ ōƻƻƪΣ Econned, for thorough explanations of the modeling issues involved in the 
financial crisis. 
24 Alt-A stands for Alternative A-paper.  Alt-A mortgages are considered riskier than prime mortgages but less 
risky than subprime mortgages, and thus tend to have interest rates above those seen in prime mortgages and 
below those seen in subprime mortgages. 
25 The housing sector has long been an important component of the U.S. economy; however, the increased 
financialization of the real estate sector that occurred during the second subprime boom exaggerated this 
further. 
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Figure 1.2:  U.S. Foreclosure Rate (2000 - 2013)  
Sources:  RealtyTrac, Federal Reserve, Equifax 

In some areas the foreclosure rate far exceeded the national rate.  The state of Ohio saw an 

extraordinary increase in the foreclosure rateτthe foreclosure rate at least quadrupled between 1996 

ŀƴŘ нллт ƛƴ тл ƻŦ ǘƘŜ ǎǘŀǘŜΩǎ уу ŎƻǳƴǘƛŜǎ (Christie, 2007c).  Though rankings vary by dataset used and 

over time, the state of Ohio has been consistently in the top ten foreclosure states throughout the 

crisis; at the height of the crisis it stood as the state with the sixth-highest rate (RealtyTrac Staff, 2008). 

Cuyahoga County, the object of this study and where Cleveland is located, experienced the highest 

county foreclosure rate in all of Ohio for at least nine years (2005 ς 2013) (Schiller, 2014).  Slavic Village, 

ŀ /ƭŜǾŜƭŀƴŘ ƴŜƛƎƘōƻǊƘƻƻŘΣ ǿŀǎ ŘŜŎƭŀǊŜŘ ǘƘŜ άŜǇƛŎŜƴǘŜǊ ƻŦ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎέ ŘǳŜ to its zip code 

having the greatest number of foreclosure filings in the nation in 2007τ783 foreclosure filings for 

16,211 households, or 4.83% of households (Christie, 2007b).  In comparison, the U.S. rate in 2007 was 

one foreclosure filing per fifty households, or 1.98% of households (Day, 1996; RealtyTrac Staff, 2008). 

1.1.3 Effects of the Crisis 

The negative effects of foreclosures have been significant, widespread, and varied.  Across the country, 

the number of mortgages at some point in the foreclosure process increased 204% between October 

2006 and October 2008 (Mallach, 2009).  As well, the housing bust initiated the national (and 

international) financial crisis of 2007-2009, due to the heavy speculative investment in U.S. home 

mortgages both domestically and internationally.  By early 2008, analysts were estimating losses on 

MBSs and other mortgage-derived financial products to be on the order of $500 billion (Mishkin, 2010). 

In 2007, it was estimated that the cost of the national recession was 40% of the U.S. GDP for that year 

(Johnson, 2013). 

On the homeowner level, foreclosure brings stress, uncertainty, potential or actual displacement, and 

negative credit impacts.  Many renters living in units foreclosed upon faced the same impacts, often 

with even less notice and with no avenue of recourse.  Both homeowners and renters who have 

experienced foreclosure face difficulties in finding new accommodations, as credit reports will reflect 
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the foreclosure or disrupted rental tenure (Belsky, 2008; Crump, 2008).  Experiencing foreclosure also 

carries social stigma and the accompanying feelings of fear, shame, and guilt.  Recalling the importance 

of homeownership to personal and social identity in the U.S. context, Fields et al. describe the danger 

of foreclosure:  ά¢ƘŜ ǘƘǊŜŀǘ ƻŦ ŦƻǊŜŎƭƻǎǳǊŜ ǊŜǇǊŜǎŜƴǘǎ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ŘƛǎǊǳǇǘƛƻƴ ǘƻ ǘƘŜ ƛŘŜƴǘƛǘȅ ŀƴŘ ǎƻŎƛŀƭ 

status associated with ownership; the spatial context of daily life; the constancy of the social and 

ƳŀǘŜǊƛŀƭ ŜƴǾƛǊƻƴƳŜƴǘ ŀƴŘ ƻƴŜΩǎ ŎƻƴǘǊƻƭ ƻǾŜǊ ƛǘΤ ŀƴŘ ǘƘŜ ƘƻƳŜ ŀǎ ŀ ǎƛǘŜ ƻŦ ǊŜŦǳƎŜέ (Fields et al., 2010, 

p.653, citing Hiscock et al., 2001; Dupuis and Thorns, 1998). 

Neighborhoods, communities, municipalities and other jurisdictions are sometimes overlooked victims 

of the foreclosure crisis.  Foreclosures and their aftereffects are not evenly distributed across space. 

As individual foreclosures accumulate in specific areas, neighborhoods and communities are faced with 

increasing vacancies, vandalism, unsafe properties, high residential turnover, and drops in property 

values.  Residents lose hope in their neighborhoods and communities and decrease their personal 

investment in them.  These effects increase with each additional foreclosure, resulting in a self-

reinforcing cycle of displacement, destruction of social networks, and decreasing quality of life for 

residents.  The foreclosure crisis negatively affected municipalities and other jurisdictions as well.  They 

lost property tax revenue as a result of falling house prices, while simultaneously seeing demands on 

services, such as homeless shelters, financial assistance, police, and vacant property maintenance, 

increase. 

Mallach (2009) asserted that the secondary impactsτthat is, the impacts on (non-foreclosed) 

properties, neighborhoods, communities, and local governmental jurisdictionsτmay outweigh the 

primary effects of the crisis.  He states: 

The secondary effects . . . arise from the close relationship between foreclosure, 

disinvestment, and vacancy, often leading to abandonment of the properties.  While these 

outcomes are not inevitable . . . they are widespread.  Moreover, they are most likely to occur 

precisely in the most vulnerable communities, such as struggling lower-income and minority 

communities in cities and older suburbs (p.17).   

He also cited a Credit Suisse projection (2008) that estimated 8.1 million foreclosures occurring by 

2012, with an expected impact on house values of $1.5 trillion.  In fact, between 2007 and 2011, four 

million foreclosures had been completed and 8.2 foreclosure starts had occurred (Bennett, 2012), 

ƛƴŘƛŎŀǘƛƴƎ ǘƘŀǘ ǿƘƛƭŜ /ǊŜŘƛǘ {ǳƛǎǎŜΩǎ ŦƻǊŜŎŀǎǘ ƻŦ уΦм Ƴƛƭƭƛƻƴ ŦƻǊŜŎƭƻǎǳǊŜǎ ōȅ нлмн ǿŀǎ ƭƛƪŜƭȅ ƘƛƎƘΣ ōǳǘ 

ŀƭǎƻ ǇǊƻǾƛŘŜǎ ŀƴ ƛŘŜŀ ƻŦ ǘƘŜ ƳŀƎƴƛǘǳŘŜ ƻŦ ǘƘŜ ŎǊƛǎƛǎΩ ŜŎƻƴƻƳƛŎ ƛƳǇŀŎǘΦ 

Lǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ōŜ ŀǿŀǊŜ ǘƘŀǘ ǘƘŜ ǘŜǊƳ άŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎέ ƛs somewhat misleadingτthe crisis played 

out in different ways, to different extents, and at different times.  Ashton (2008) suggests two reasons 

for this: subprime lending, which expanded the mortgage market to new borrower groups and new 

geographies; and the varying conditions of local and regional economies and housing markets, which 

are related to the magnitude and reach of spillover effects due to foreclosures.  Inner cities and older 

suburbs, which tend to have weak economic conditions and higher proportions of minority residents 

(who were targeted especially for subprime loans), were generally hit harder than newer, outer 

suburbs.  These older areas had already experienced disadvantage as the result of redlining, de facto 

redlining, the decline of industry and blue collar employment, and the first subprime crisis, among 

other factors, which then set the stage for comparatively exaggerated decline as the result of the 

foreclosure crisis.  This geographically patterned and unequal decline results in a long-term 
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restructuring of the urban environment and continued disadvantage for these geographies (Ashton, 

2008). 

1.1.4 Aftermath 

Though there have been responses designed to both prevent and mitigate foreclosures, the demand 

has far outstripped capacity (see Section 2.4).  By 2014, the national foreclosure rate was 1 in 1126 

housing units, much below the crisis level (RealtyTrac Staff, 2013c).  However, many areas continue to 

face elevated foreclosure rates.  As well, housing values on the national level remain approximately 

20% below the pre-crisis values observed in 2006 (U.S. Department of Housing and Urban 

Development, 2014); meanwhile nearly one-fifth of residential mortgage holders owes more on the 

mortgage than the property is worth (Dougherty, 2014). 

Ohio continues to have one of the highest foreclosure rates in the nationτin early 2014 it had the 

tenth-highest foreclosure rate.  The Cleveland metropolitan area had the sixth-highest foreclosure rate 

in the country at this time, with one in fourteen residential mortgages delinquent and a foreclosure 

rate of 7.2% (down from 9.5% one year previous) (Dixon Murray, 2014). 

In the wake of the housing and economic crises, a vast array of regulatory changes was proposed.  

These included changes affecting consumer choices, lender and servicer operations, foreclosure 

procedures, and the financial sector.  For the most part, these changes were not passed into law or 

enacted by the governing regulatory agency.  As well, many of these changes would affect future 

occurrences, but would not directly impact the current crisis. 

A particularly important regulatory change that did not come to pass is allowing bankruptcy courts to 

modify the mortgage terms of creditors.  These changes, which could include reducing the principal, 

changing the interest rate, and adjusting the term length, are referred to as mortgage cramdowns.26  

Senator Durbin proposed cramdown legislation in October 2007, but the financial industry blocked it 

through lobbying efforts (Immergluck, 2013).  With the introduction of HAMP, one of the federal 

responses to the foreclosure crisis, cramdown legislation was reintroduced, which would provide a 

ΨǎǘƛŎƪΩ ǘƻ ŎƻƳǇƭŜƳŜƴǘ ǘƘŜ ΨŎŀǊǊƻǘǎΩ ŜƴǎŎƻƴŎŜŘ ƛƴ ǘƘŜ I!at ƛƴŎŜƴǘƛǾŜ ǇŀȅƳŜƴǘǎΦ  /ǊŀƳŘƻǿƴ ƭŜƎƛslation 

would push servicers to modify loans to the current market value of the property of their own accord; 

otherwise this was likely to occur outside of their control in bankruptcy proceedings (Immergluck, 

Alexander, Balthrop, Schaeffing, & Clark, 2011).  The expected effect would be that many more 

homeowners would be able to remain in their homes and continue making mortgage payments (U.S. 

Department of Housing and Urban Development, 2010).   

Two main changes came out of the crisis at the national level, the passing of the Dodd-Frank Act and 

the creation of the Consumer Financial Protection Bureau.  The Dodd-Frank Act was intended as a 

άǎǿŜŜǇƛƴƎ ƻǾŜǊƘŀǳƭ ƻŦ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ ŦƛƴŀƴŎƛŀƭ ǊŜƎǳƭŀǘƻǊȅ ǎȅǎǘŜƳΣ ŀ ǘǊŀƴǎŦƻǊƳŀǘƛƻƴ ƻƴ ŀ ǎŎŀƭŜ ƴƻǘ 

seen since the refoǊƳǎ ǘƘŀǘ ŦƻƭƭƻǿŜŘ ǘƘŜ DǊŜŀǘ 5ŜǇǊŜǎǎƛƻƴέ (Obama, 2009).  The key objectives of the 

Dodd-Frank Act were (1) to limit the risk of financial activities, and (2) to limit the damage that would 

be caused by the collapse of a large financial institution, such as observed in the 2007-8 financial crisis.  

However, the act has had many critics and overall does not satisfy these two objectives.  First, the act 

                                                           
26 Cramdown iǎ ŀ ǘŜǊƳ ŦƻǊ ǘƘŜ ǇǊŀŎǘƛŎŜ ƻŦ ǘƘŜ ŎƻǳǊǘ ƳƻŘƛŦȅƛƴƎ ŘŜōǘǎ όǇǊŜǎǳƳŀōƭȅ ŀƎŀƛƴǎǘ ǘƘŜ ŎǊŜŘƛǘƻǊǎΩ ǿƛǎƘŜǎύ 
in bankruptcy court.  Bankruptcy courts have the authority to reduce other types of debt, but not home mortgage 
debt. 
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ŎƻƴǘƛƴǳŜǎ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘ ǇŀǊǘƴŜǊǎƘƛǇ ǿƛǘƘ ƭŀǊƎŜ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ǘƘŀǘ ŎǊŜŀǘŜǎ ǘƘŜ άǘƻƻ ōƛƎ ǘƻ Ŧŀƛƭέ 

phenomenon.  Second, the act tends toward an ad hoc system of intervention rather than using a rules-

ōŀǎŜŘ ǎȅǎǘŜƳΦ  ¢ƘƻǳƎƘ ƴƻǘ ǇŀǊǘƛŎǳƭŀǊƭȅ ŎƻƴǾƛƴŎƛƴƎ ŀǎ ŦŀǊ ŀǎ ŀ άǎǿŜŜǇƛƴƎ ƻǾŜǊƘŀǳƭέ ƎƻŜǎΣ ǘƘŜ ŀŎǘ ŘƻŜǎΣ 

overall, improve the U.S. financial regulatory landscape (Skeel Jr., 2010).  The Dodd-Frank Act also 

created the Consumer Financial Protection Bureau (CFPB), which is responsible for matters of 

consumer protection with respect to the financial sector (e.g. mortgages, student loans, payday 

lending).  As of this date the impacts of the CFPB remain unclear. 

The crisis led to calls for policy changes at well.  For example, Hank Paulson, Secretary of the Treasury 

from 2006 to 2009, called for a reduction in subsidies to homeowners and a reduction in federal 

government policies promoting homeownership in order to keep homeownership at sustainable 

levels, rather than encouraging those unprepared for homeownership into a mortgage to increase 

homeownership as a means in and of itself (Paulson, 2010). 

The crisis at first appeared to have changed cultural attitudes toward homeownership as well.  What 

ǿŀǎ ǎŜŜƴ ŀǎ ŀ άŎŀƴΩǘ ƭƻǎŜέ ǿŜŀƭǘƘ-building opportunity was regarded more warily.  However, as the 

market slowly stabilized, attitudes quickly reverted (Rohe & Lindblad, 2013)τthough it is not clear 

whether this is due to optimistic beliefs, increased confidence is the regulatory system, or the 

realization that, dispite its limitations, housing remains the best investment vehicle available to the 

middle class. 

1.2 Research Objective & Research Questions 

Previous research shows strong evidence of relationships between foreclosures and neighborhood 

change. Researchers have found evidence that indicators of neighborhood change, such as decreasing 

median income and increasing unemployment rate, are associated with increased foreclosure rates 

(Baxter & Lauria, 2000; Cotterman, 2001; Williams, Beranek, & Kenkel, 1974).  Others have found 

evidence of a relationship in the opposite direction, that an increased foreclosure rate is related to 

increases in indicators of neighborhood change, such as increased crime rates (Immergluck & Smith, 

2006a), decreased property values (Immergluck & Smith, 2006b), and increased housing market 

segregation (Lauria & Baxter, 1999; Leonard & Murdoch, 2009). Two efforts to examine the possible 

cyclical nature of the relationship between neighborhood change and foreclosures have been done by 

Baxter & Lauria (2000) and Li (2006).  Both isolated the relationship direction temporally, with the 

results indicating the relationship is significant in both directions, providing evidence of a cyclical 

relationship. 

Additionally, a large body of research has tied individual opportunity to spatial location. ¢Ƙŀǘ ƛǎΣ ƻƴŜΩǎ 

neighborhood (or spatial context) significantly determineǎ ƻƴŜΩǎ ǇƻǘŜƴǘƛŀƭ ŜŘǳŎŀǘƛƻƴŀƭΣ ƻŎŎǳǇŀǘƛƻƴŀƭΣ 

and health opportunities, among others; these opportunity fields then constrain outcome possibilities 

(Galster & Mikelsons, 1995; Galster & Keeney, 1988; powell, 2003).  This indicates that neighborhood 

health and stability is important to individual outcomes, which, in aggregate, strongly affect municipal 

and regional health and stability.  While not the focus of this research, these impacts must be kept in 

mind. 

The combined implication is that there are significant relationships between foreclosures and 

neighborhood change, which have important impacts on opportunity, outcomes, and quality of life.  

Given the extent of the foreclosure crisis and a limited and relatively ineffective federal response, many 



18 
 

localities have created local foreclosure prevention and mitigation programs in an effort to reduce the 

severity of the effects.   These programs include efforts both to prevent foreclosures and to limit their 

negative effects.  There is evidence that these programs improve outcomes on the homeowner level; 

however research is lacking concerning the impacts of these foreclosure-related programs on the 

community and neighborhood levels.27 

Pre-foreclosure interventions, which include foreclosure prevention counseling and foreclosure 

mediation, have been shown to significantly reduce the incidence of foreclosures among participants 

(Mayer & Temkin, 2009). However, examination of the impacts on the neighborhood level is lacking.  

One objective of this research is to determine what, if any, relationship these programs have with 

neighborhood stabilization. 

Post-foreclosure interventions include landbanking, demolitions, Board of Revisions foreclosures on 

non-maintained properties, and targeting specific neighborhoods.28  In contrast to pre-foreclosure 

interventions, these efforts are frequently intended to have a benefit on the neighborhood level. 

However, the degree and extent of their impacts are unknown.  My research attempts to determine 

what these neighborhood-level impacts are and how they occur, using data from expert interviews 

supplemented with quantitative analysis of changes in residential property value. 

This examination of efforts to stabilize neighborhoods and communities during a period of large-scale 

economic and demographic change may provide insights pertinent to other instances of swift 

neighborhood change, as evidenced by high residential turnover and vacancy rates.  Specifically, this 

research can help identify which types of programs are appropriate and effective for intervention in 

changing neighborhoods, in particular those facing the continuing negative effects of the foreclosure 

crisis. 

Thus, in order to meet the research objectives, the following primary research question is posed: 

Do foreclosure prevention and mitigation responses have an impact on neighborhood well-

being?   

To realize this, the following subquestions are examined: 

¶ Under what political, social, and financial constraints do foreclosure responses in 

Cuyahoga County operate, and how do these constraints impact their operation and 

impacts? 

The context within which foreclosure responses operate plays a critical role determining their design, 

implemention, and effects.  The foreclosure context provides both opportunities and constraints 

within the problem space in which foreclosure responses are developed.  This aspect is key to 

understanding what occurred in Cuyahoga County and why. 

¶ What foreclosure responses have been implemented in Cuyahoga County?  How have 

these responses been created and developed? 

                                                           
27 Tracts from the 2010 U.S. Decennial Census are used to proxy neighborhoods in this research.  For a discussion 
of this choice, and its benefits and drawbacks, please see Sections 2.1.2 and 3.4.2. 
28 Targeting sometimes includes pre-foreclosure interventions as well. 
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The first task of this research is to establish which foreclosure responses have been used in Cuyahoga 

County, as well as how these responses have been created and developed.  

¶ To what extent are these foreclosure responses implemented and/or utilized?   

¶ What distribution of outcomes is seen?  Do these vary among neighborhoods and 

communities? 

To examine the impacts of foreclosure prevention and mitigation efforts, it is necessary to determine 

where and how they are being implemented and used.  Paying attention to the neighborhood context 

is essential to understanding this.  One example of neighborhood context is the level of resident 

perception and engagement, which, while difficult to measure, may have a large influence on the 

utilization of programs.  The associations between socioeconomic and spatial characteristics and the 

use of foreclosure responses are investigated as well. 

¶ What strategies have been used in the foreclosure responses observed in Cuyahoga 

County? 

The strategies used in developing and implementing the foreclosure responses observed in Cuyahoga 

County are of particular interest.  Due to the degree of overlap and interconnection between various 

foreclosure responses in the county, identifying the key strategies employed in these responses allows 

for clearer analysis of the community and neighborhood impacts observed, as well as facilitating policy 

recommendations. 

¶ What neighborhood and community impacts are observed? Are these physical, 

economic, social, and/or political?   

In order to evaluate foreclosure responses on the neighborhood and community levels, it is necessary 

to determine what impacts occur on these levels and which responses are associated with these 

impacts. In addition to the economic implications of foreclosure interventions, it is important to 

investigate physical and social impacts.  One reason is that economic changes may lag behind physical 

and social changes; a second is that economic factors alone are a poor measure of neighborhood 

quality.   

¶ Do these impacts vary according to certain neighborhood and community 

characteristics? 

Some interventions may be more effective in particular neighborhood conditions than others.  For 

example, foreclosure counseling is only available to homeowners for their primary residence.  As a 

result, areas with high concentrations of renters may not see the same impacts as those dominated by 

homeowners.  This research attempts to investigate whether the effects of foreclosure responses 

differ according to various factors associated with neighborhoods and communities, such as 

geographic location within the metropolitan area, race, or income level. 

This research seeks to answer these questions via a case study of the foreclosure problem and 

foreclosure responses in Cuyahoga County, Ohio, a county hit early and heavily by the foreclosure crisis 

that has developed a myriad of foreclosure interventions and is considered a national leader in 

responding to the foreclosure crisis.  Exceptionally rich data on socioeconomic, geographic, and 

property characteristics is also available for the county.  These characteristics make Cuyahoga County 

an ideal candidate for a case study investigating local responses to the foreclosure crisis.  See Section 

3.2 for more on this selection. 
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¢ƘƻǳƎƘ ǳǎƛƴƎ ŀ ŎŀǎŜ ǎǘǳŘȅ ŀǎ ǘƘŜ ǳƴƛǘ ƻŦ ŀƴŀƭȅǎƛǎ ƭƛƳƛǘǎ ǘƘŜ ǎǘǳŘȅΩǎ ǇƻǘŜƴǘƛŀƭ ƎŜƴŜǊŀƭƛȊŀōƛƭƛǘȅΣ ƻƴ ǘƘŜ 

other hand it allows for detailed and in-depth investigation of a leading instance of foreclosure 

prevention and mitigation.  The results and analysis then provide a starting point for investigating other 

instances of local responses to the foreclosure crisis and similar instances of swift neighborhood 

change; the results also support the generation of testable hypotheses for further quantitative work. 

In the qualitative component of the work Ifirst conducted semi-structured interviews with 

stakeholders involved in the response to the foreclosure crisis in Cuyahoga County.  Participants were 

interviewed concerning their experiences of the foreclosure crisis and with foreclosure responses, 

including what efforts they are involved in, how these efforts work or should work, what effects they 

have seen on individual and neighborhood levels, and what opportunities and constraints are present. 

The qualitative analysis is supported by a quantitative analysis. I investigate the effects of pre- and 

post-foreclosure interventions across the spectrum of residential property value29 change, in an effort 

to determine whether impacts and effectiveness differ by the extent to which the foreclosure crisis 

negatively impacted the economic health of a community or neighborhood.  Thus, an objective of this 

research is to determine if certain efforts are particularly appropriate or effective for particular types 

of neighborhoods or communities. 

By answering these sub-questions, it is possible to answer the primary research question of the effect 

of foreclosure-related interventions on neighborhoods in Cuyahoga County, Ohio, and to some extent, 

in other U.S. cities with weak housing markets in general. By paying attention to contextual factors it 

is possible to hypothesize, or in some cases explain, why programs are or are not effective.  This 

research can then assist in better designing and targeting efforts to stabilize neighborhoods facing 

swift and substantial change in the future. 

1.3 Scope of the Research 

This research examines Cuyahoga County, Ohio, the central county in the Greater Cleveland 

metropolitan region.  The county contains 59 municipalities and townships, the largest of which is the 

City of Cleveland.  In addition to the county itself, the 443 Census tracts30 of the 2010 U.S. Decennial 

Census are the objects of analysis in the research.  Each jurisdiction is made up of a number of Census 

tracts, meaning that individual jurisdictions can be examined as well by aggregating the appropriate 

Census tracts.  

Cuyahoga County is located in northeast Ohio within the Rust Belt, a region of former economic 

strength based substantially on manufacturing, particularly steel.  The decline began in the late 1960s 

and 1970s, resulting in sustained losses in industry, employment, wealth, and population.  Today, 

Cleveland, and the Rust Belt in general, continue to have weak housing markets, characterized by a 

housing supply that outstrips demand, low to negative housing appreciation, and an elevated vacancy 

rate.  Like the strong housing markets in California, Nevada, and Florida, Ohio was hit heavily by the 

foreclosure crisis, but the problem, its impacts, and appropriate responses differ significantly.  For 

example, weak market regions, such as Ohio, tend to have sizeable vacancy and REO31 problems, while 

ǎǘǊƻƴƎ ƳŀǊƪŜǘǎ ŘƻƴΩǘΣ ŘǳŜ ǘƻ ŜȄŎŜǎǎ ƘƻǳǎƛƴƎ ŘŜƳŀƴŘ ŦƻǳƴŘ ƛƴ ǘƘƻǎŜ ǊŜƎƛƻƴǎΦ  ¢ƘǳǎΣ ǘƘƛǎ ǊŜǎŜŀǊŎƘ 

                                                           
29 tƭŜŀǎŜ ƴƻǘŜ ǘƘŀǘ ǳƴƭŜǎǎ ƻǘƘŜǊǿƛǎŜ ǎǇŜŎƛŦƛŜŘΣ ǘƘŜ ǘŜǊƳ άǇǊƻǇŜǊǘȅ ǾŀƭǳŜέ ǊŜŦŜǊǎ ǘƻ ǊŜǎƛŘŜƴǘƛŀƭ ǇǊƻǇŜǊǘȅ ǾŀƭǳŜΦ 
30 Excluding the tract assigned to Lake Erie. 
31 REOs will be defined and discussed in Section 2.2.1. 



21 
 

examines only a weak housing market region and the results and analysis cannot reasonably be 

extended to strong market regions without additional study. 

Cuyahoga County was selected as the case study for this research for several reasons.  First of all, the 

county, and especially the City of Cleveland, were hit both early and heavily by the foreclosure crisis.  

Thus foreclosure responses were developed earlier in Cuyahoga County than in most parts of the 

country, making the county, the City of Cleveland, and the community of Slavic Village, among others, 

leaders in the development and implementation of both pre- and post-foreclosure responses.  

Secondly, a major advantage of using Cuyahoga County for this research was the availability of both 

primary and secondary resources, including a highly-developed, publicly-available social, economic, 

and property data system; knowledgeable respondents comfortable and experienced with interviews, 

testimony, and other public and semi-public speech; and a large body of academic and policy research 

pertaining to the county and foreclosures.  

The research combines quantitative and qualitative analysis, with the quantitative data reflecting the 

period 2000 to 2010. The qualitative data were collected during 2011 and 2012, but refer to a much 

longer period, in some cases extending back to the beginning of the foreclosure problem in the 

Cleveland area during the late 1990s.  The quantitative and qualitative aspects of the research inform 

one another, rather than being conducted independently. 

Foreclosure responses occurring on the county level and below are investigated, with federal and state 

responses discussed for context and to clarify the linkages between more local responses and higher 

level, particularly federal, responses.  Many federal responses fund local responses, in the form of 

competitive grants.  Money from these grants can only be used in ways that fit federal program 

guidelines, which often constrain possibilities on the ground. 

1.3.1 Terminology 

Terminology plays an important role in this research.  A clear understanding of the meaning of key 

terms in this research is necessary both for clarity and precision.  Here I clarify several terms as they 

are used in this work:  neighborhood, community, locality, neighborhood change, neighborhood or 

community well-being, neighborhood or community stability, and local level.   

In practice, the terms neighborhood, community, and locality are used very loosely and in some cases 

interchangeably, with definitions varying from user to user, and often from context to context for the 

same user.  I use the term neighborhood to denote what Suttles (1972)32 refers to as the ΨƭƻŎŀƭ ƴŜǘǿƻǊƪ 

and the face-ōƭƻŎƪΩ ƻǊ ΨƘƻƳŜ ŀǊŜŀΦΩ  ¢Ƙƛǎ ƛǎ ǘƘŜ ƛŘŜŀ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘ ŀǎ ƻƴŜΩǎ ƛƳƳŜŘƛŀǘŜ 

surroundingsτa rule of thumb would be the area reachable within a five to ten minute walk from 

ƻƴŜΩǎ ǊŜǎƛŘŜƴŎŜτthat varies from individual to individual.  This is the level on which one would expect 

a relatively dense web of social connections and relationships.  I use the term community to denote 

SuttleǎΩ ΨŘŜŦŜƴŘƛƴƎ ƴŜƛƎƘōƻǊƘƻƻŘΣΩ ǿƘƛŎƘ ƛǎ ǘƘŜ ǎƳŀƭƭŜǎǘ ŎƻƴŎŜǇǘ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘ ǘƘŀǘ ƛǎ ƎŜƴŜǊŀƭƭȅ 

identifiable to both residents and outsiders.  I use Census tracts to approximate what I call communities 

and Suttles calls defending neighborhoods.  Finally, the ΨŎƻƳƳǳƴƛǘȅ ƻŦ ƭƛƳƛǘŜŘ ƭƛŀōƛƭƛǘȅΩ ƻǊ ΨƭƻŎŀƭƛǘȅΣΩ is 

ǘƘŜ ǘƘƛǊŘ ƭŜǾŜƭ ƛƴ {ǳǘǘƭŜǎΩ ŦƻǳǊ-level neighborhood hierarchy.  This is the area recognized and used by 

outsiders, in particular government and commercial interests, in addition to residents.  In this research 

                                                           
32 See Section 2.1.1 ŦƻǊ ƳƻǊŜ ƻƴ {ǳǘǘƭŜǎΩ four-level hierarchy of neighborhood and other conceptualizations of 
neighborhood. 



22 
 

I use the term locality to refer to this concept of neighborhood. I also equate the official Statistical 

Planning Areas (SPAs) used by Cuyahoga County with localities.  The SPAs within the City of Cleveland 

are what many would refer to as districts or quarters; outside of Cleveland the SPAs align one-to-one 

with the suburban municipalities and townships.  For clarity, I have included Table 1.1 listing the 

ǾŀǊƛƻǳǎ ƎŜƻƎǊŀǇƘƛŎŀƭ ŎƻƴŎŜǇǘǎ ǳǎŜŘ ƛƴ ǘƘƛǎ ǊŜǎŜŀǊŎƘΦ .ȅ ά9ȄǘŜǊƴŀƭ 5ŜŦƛƴƛǘƛƻƴέ L ƳŜŀƴ ǇǊŜ-existing 

concepts of the term that are generally recognizable and which the terms used in this research 

approximate.  In two of the three cases, these terms are a priori geographically defined. 

Table 1.1:  Geographical Concepts used in this Research 

Term used in this 

research 

Suttles (1972) term External Definition  

Neighborhood Local network and the face-

block/Home area 

Resident-defined 

neighborhoods 

Community Defending neighborhood Census tract (2010 

boundaries) 

Locality Community of limited 

liability/Locality 

Statistical Planning Area 

(SPA) 

 

I should note that the use of the terms neighborhood and community by interviewees may or may not 

correspond to these definitions.  Both terms have a broad range of acceptable meanings and are 

highly-context dependent.  For example, Barbara Anderson of the Slavic Village community uses the 

ǘŜǊƳ ƴŜƛƎƘōƻǊƘƻƻŘ ǘƻ ǊŜŦŜǊ ǘƻ ōƻǘƘ ƘŜǊ ΨƘƻƳŜ ŀǊŜŀΣΩ ǿƘŜƴ ǎƘŜ ǎǇŜŀƪǎ ƻŦ ǘƘŜ ŀŎǘƛǾƛǘƛŜǎ ƻŦ ǘƘŜ .ǊƛƴƎ 

Back the 70s Block Club, as well as to refer to the entire Slavic Village communityτƘŜǊ ΨŎƻƳƳǳƴƛǘȅ ƻŦ 

ƭƛƳƛǘŜŘ ƭƛŀōƛƭƛǘȅΩ ƻǊ ΨƭƻŎŀƭƛǘȅΦΩ  IƻǿŜǾŜǊΣ L ōŜƭƛŜǾŜ ǘƘŀǘ ǘƘŜ ƳŜŀƴƛƴƎǎ ƻŦ ǘƘŜǎŜ ǘŜǊƳǎ ǿƘŜƴ ǳǎŜŘ ōȅ 

interviewees are sufficiently clear from context. 

Difficulties arise with the term neighborhood change. Within the planning research tradition, the term 

ƴŜƛƎƘōƻǊƘƻƻŘ ŎƘŀƴƎŜ ƛǎ ŀ ōǊƻŀŘ ŀƴŘ ŦƭŜȄƛōƭŜ ǘŜǊƳΥ  ǘƘŜ ΨŎƘŀƴƎŜΩ ƻŦ ƛƴǘŜǊŜǎǘ Ŏŀƴ ōŜ ŀƴȅ ŀƭǘŜǊŀǘƛƻƴ ƛƴ 

neighborhood conditions or make-ǳǇΣ ǿƘƛƭŜ ǘƘŜ ΨƴŜƛƎƘōƻǊƘƻƻŘǎΩ ƻŦ ƛƴǘŜǊŜǎt are generally defined by 

convenience, i.e. on what geographic level quantitative data are presently available.  This means that 

in practice, the neighborhoods studied in neighborhood change research are Census tracts, block 

groups, or blocks.  This research uses the Census tract level for the quantitative model of neighborhood 

change.  Given the variety of meanings encompassed by the term neighborhood, I take care to use the 

term Census tract when discussing the model and results in order to avoid blurring the meaning of the 

term neighborhood, as defined above.  However, the section of the literature review that deals with 

neighborhood change theories and empirical work uses the term as it is in the literature, although 

Ƴŀƴȅ ƻŦ ǘƘŜ ΨƴŜƛƎƘōƻǊƘƻƻŘǎΩ ƛƴ ǘƘŜ ƭiterature are much larger than the scope intended by the use of 

the term in this work.   

Two terms related to neighborhood change are neighborhood stability and community well-being.  

Neighborhood (or community) stability33 refers in the general sense to whether changes are occurring 

ƛƴ ŀ ƴŜƛƎƘōƻǊƘƻƻŘ ǘƘŀǘ ǊŜǎǳƭǘ ƛƴ ŀ ŎƘŀƴƎŜ ƛƴ ǘƘŜ ƴŜƛƎƘōƻǊƘƻƻŘΩǎ ŎƘŀǊŀŎǘŜǊΦ  ¢ƘŜ ǳǎŜ ƻŦ ǘƘŜ ǘŜǊƳ ƛƴ ǘƘŜ 

academic literature focuses on in- and out-movers to a neighborhood.  That is, a stable neighborhood 

                                                           
33 Neighborhood stability is the term favored in the literature; for the purpose of clarity I use both neighborhood 
stability and community stability, depending on which level of aggregation is under discussion. 
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has a stable population ŀƴŘ ǘƘǳǎ όǊŜƭŀǘƛǾŜƭȅύ ǎǘŀōƭŜ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎΦ  {ƘƛŦǘǎ ƛƴ ŀ ƴŜƛƎƘōƻǊƘƻƻŘΩǎ 

population make-ǳǇ Ŏŀƴ ǊŜǎǳƭǘ ƛƴ ŀ ǾŀǊƛŜǘȅ ƻŦ ŎƘŀƴƎŜǎ ǘƻ ŀ ƴŜƛƎƘōƻǊƘƻƻŘΩǎ ŎƘŀǊŀŎǘŜǊΣ ǿƘŜǘƘŜǊ 

economic, spatial, cultural, or demographic.  I use the term neighborhood stability when discussing 

the quantitative component of the research, which captures aspects such as population, race, and 

socioeconomic status.  

Community (or neighborhood) well-being34 ƛǎ ŀ ŎƻƴŎŜǇǘ ǳǎŜŘ ǘƻ ŀǎǎŜǎǎ ŀ ŎƻƳƳǳƴƛǘȅΩǎ ŀōƛƭƛǘȅ ǘƻ ŦǳƭŦƛƭƭ 

the economic, social, cultural, and political needs of its residents as well as to replicate itself.  Defining 

community well-being is highly subjective, and socially-determined normative measures are often 

used to assess it.  Components of community well-ōŜƛƴƎ ƛƴŎƭǳŘŜ ǊŜǎƛŘŜƴǘǎΩ degree of socioeconomic 

ǎŜŎǳǊƛǘȅΣ ǘƘŜ ŘŜƎǊŜŜ ƻŦ ǎƻŎƛŀƭ ƛƴŎƭǳǎƛƻƴΣ ǊŜǎƛŘŜƴǘǎΩ ǎƻŎƛŀƭ ŎƻƘŜǎƛǾŜƴŜǎǎ ŀƴŘ ǎƻƭƛŘŀǊƛǘȅΣ ŎǳƭǘǳǊŀƭ ǾƛǘŀƭƛǘȅΣ 

the level of autonomy and empowerment of residents, and environmental sustainability (Al-Haydari, 

2011; Miles, Greer, Kraatz, & Kinnnear, 2008).  In this research the term community well-being 

encompasses all of these components, and the assessment of community well-being is based on 

ǊŜǎƛŘŜƴǘǎΩ ŀƴŘ ŜȄǇŜǊǘǎΩ ǎǳōƧŜŎǘƛǾŜ ŀǎǎŜǎǎƳŜƴǘǎΣ ǊŀǘƘŜǊ ǘƘŀƴ ŀ ǉǳŀƴǘƛǘŀǘƛǾŜ ŦǊŀƳŜǿƻǊƪΦ  bƻǘŜ ǘƘat 

neighborhood and/or community stability is a component of neighborhood and/or community well-

being.  It may either increase community well-being, for example in the case of a neighborhood with a 

stable population that is able to uphold community norms, or decrease it, in the case of an 

impoverished neighborhood that remains in poverty over the longer term. 

Finally, I use the term local, as in local foreclosure responses or local level responses.  By local I mean 

at or below the county level.  Thus, local foreclosure responses are those organized and undertaken at 

the county, municipal, township, community, or neighborhood level.  The use of the term local is 

primarily to exclude higher level responses, namely federal and state. 

This document includes a large number of terms specific to the financial, mortgage, and affordable 

housing sectors.  I have included a glossary in order to clarify these terms as needed.  The work also 

includes a large number of abbreviations.  The Table of Abbreviations lists these and their 

unabbreviated versions for reference. 

1.4 Overview 

This chapter has introduced the foreclosure context and the research objectives.  To do so, several 

roots of the crisis, including the importance of homeownership in U.S.-American culture, the United 

{ǘŀǘŜǎΩ ŎƻƴǘƛƴǳƛƴƎ ƘƛǎǘƻǊȅ ƻŦ ǊŀŎƛŀƭ ŘƛǎŎǊƛƳƛƴŀǘƛƻƴ ŀƴŘ ǇǊƻǇŜǊǘȅ ƻǿƴŜǊǎƘƛǇΣ ŀƴŘ ǘƘŜ ŘŜǊŜƎǳƭŀǘƛƻƴ ŀƴŘ 

financialization of the mortgage market by the federal government.  A brief history of the foreclosure 

crisis was given, followed by a summary of the major effects of the crisis. 

The research objective, to determine the community- and neighborhood-level impacts of foreclosure 

prevention and mitigation efforts in a weak housing market county, was presented, as well as the 

choice to investigate this by means of a case study of Cuyahoga County, Ohio, both an epicenter of the 

foreclosure crisis and a leading example of the use of foreclosure responses. 

Chapter 2 investigates and criticizes key areas of literature related to this research.  It begins by 

discussing the term neighborhood, both as it is conceptualized and as it is used empirically.  

                                                           
34 Similarly, community well-being is the term used in the literature, but I use both community well-being and 
neighborhood well-being in order to differentiate between spatial levels of aggregation. 
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Neighborhood effects are also introduced.  The second topic is that of foreclosures, in which the 

foreclosure process is introduced, patterns and trends associated with foreclosures are discussed, and 

the impacts of foreclosures on individuals, neighborhoods and communities, and municipalities are 

presented.  Third, theories of neighborhood change are introduced and research pertaining to the 

relationship between neighborhood change and foreclosures is reviewed.  Finally, research and policy 

papers on foreclosure prevention and mitigation efforts are discussed and criticized.   

Chapter 3 is devoted to the research design, empirical methods, and data.  In this chapter I explain my 

choices and decisions in the research process, and what factors went into these decisions.  Of particular 

interest are the reasoning for the case study approach and case selection, and the choice to use mixed 

methods.   

Chapter 4 introduces Cuyahoga County and the City of Cleveland, before presenting the course of the 

foreclosure crisis in the county.  Particular attention is paid to spatial patterns that are present in the 

socioeconomic conditions in the city and county, and which were exacerbated by the foreclosure crisis.  

Two communities are profiled:  Slavic Village, a working-class community on the east side of Cleveland, 

ŀƭǎƻ ƪƴƻǿƴ ŀǎ ƎǊƻǳƴŘ ȊŜǊƻ ŦƻǊ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎΤ ŀƴŘ ǘƘŜ /ƛǘȅ ƻŦ {ƻǳǘƘ 9ǳŎƭƛŘΣ ƻƴŜ ƻŦ /ƭŜǾŜƭŀƴŘΩǎ 

inner suburbs that has also been affected by the crisis. 

Chapter 5 addresses the first four sub-questions: 

¶ Under what political, social, and financial constraints do foreclosure responses in 

Cuyahoga County operate, and how do these constraints impact their operation and 

impacts? 

¶ What foreclosure responses have been implemented in Cuyahoga County?  How have 

these responses been created and developed? 

¶ To what extent are these foreclosure responses implemented and/or utilized?   

¶ What distribution of outcomes is seen?  Do these vary among neighborhoods and 

communities? 

To do so I present and analyze the foreclosure responses that occurred in Cuyahoga County in response 

to the foreclosure crisis.  First the Cuyahoga County Foreclosure Initiative, a county-run program, and 

the Strategic Investment Initiative, a program created and implemented by non-profits, are introduced 

and discussed.  Next, a variety of foreclosure responses addressing property acquisition and control 

are presented, followed by an investigation of neighborhood-led responses to foreclosures that have 

occurred in Slavic Village and South Euclid.  Finally, the response context, or what constraints and 

opportunities stakeholders in the county had to work with, is discussed, with special attention to how 

this context affected the creation and use of foreclosure responses in Cuyahoga County.   

Chapter 6 addresses the final three sub-questions: 

¶ What strategies have been used in the foreclosure responses observed in Cuyahoga 

County? 

¶ What neighborhood and community impacts are observed? Are these physical, 

economic, and/or social?   
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¶ Do these impacts vary according to certain neighborhood and community 

characteristics? 

First the qualitative results are summarized and discussed.  Then the quantitative model results are 

presented and interpreted.  Finally, the qualitative and quantitative results are synthesized and 

presented. The sub-questions are specifically addressed in the following sections: 

Finally, Chapter 7 concludes the work, summarizing the research and its results, discussing further 

avenues for research on and related to this topic, and provides conclusions and policy suggestions. 

A table of abbreviations is included for reference and can be found following the table of contents. 

  



26 
 

  



27 
 

Chapter 2 Neighborhoods, Foreclosures, & Neighborhood Change 

This chapter reviews the scientific and policy literature concerning the major thematic areas pertinent 

to this research.  The intention is to situate this research within the larger scientific discussion and to 

provide reasoning for and evidence to support many of the choices and assumptions made in the 

research. 

The first section discusses neighborhoods.  First the task of defining and operationalizing the concept 

ƻŦ άneighborhoodέ is discussed.  This is particularly important because this choice transforms 

neighborhood from an abstract concept to a specific and concretely-bounded instantiation.  This then 

greatly influences the research:  in what is examined, what is ignored, what is detected and what is 

overlooked.  Then the concept of and evidence for neighborhood effects are discussed.  This discussion 

can be extended to communities, and how they are conceptualized and operationalized as well. 

Secondly, residential mortgage foreclosure is introduced.  The process is explained, with a focus on the 

particular processes in the state of Ohio and Cuyahoga County, followed by a discussion of foreclosure 

patterns and impacts, particularly on the community and neighborhood levels. 

Thirdly, the neighborhood change literature is presented and reviewed. Major theories of 

neighborhood change are presented and discussed, followed by a more focused investigation of the 

theoretical and empirical literature concerning neighborhood change and foreclosures. 

Finally, foreclosure prevention and mitigation efforts are introduced and discussed.  Efforts on the 

federal, state, and local level are presented, with attention to their relationships to one another and 

how these affect individual efforts, particularly on the local level.  

It should be noted that this research relies on policy papers, newspaper accounts, and working papers 

in addition to academic articles published in peer-reviewed journals.  This is done because the research 

was done in situ as the foreclosure crisis and its effects continued; many important aspects have yet 

to be researched and thus data was drawn from additional sources.   

2.1 Neighborhoods 

Careful consideration of the concept of neighborhood is central to this research.  While the general 

concept and idea of neighborhood is broadly understood, specifying precisely what is meant by 

neighborhood is much more difficult.  Thus, the purpose of this section is to establish a foundation for 

the discussion of neighborhood change.  It seeks to answer three questions:  What is a neighborhood? 

How can it be operationalized?  What effects do neighborhoods have on residents? 

2.1.1 Conceptualizing Neighborhood 

A variety of definitions have been proposed in the scientific literature; however, a definitive concept 

of neighborhood remains difficult to pin down theoretically, and much more so operationally. 

Hunter (1979) illuminates the difficulty in defining neighborhood by stating that "We can state that 

uniformly it is considered a social/spatial unit of social organization, and that it is larger than a 

household and smaller than a city" (p.270).  He makes this rather facetious specification in light of the 

fact that the inclusion of additional criteria easily moves into a normative definition, as opposed to 

merely descriptive.  The emergence of this problem can ōŜ ǎŜŜƴ ƛƴ {ŎƘǿƛǊƛŀƴΩǎ όмфуоύ ŘƛǎǘƛƴŎǘƛƻƴ 
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ōŜǘǿŜŜƴ ŀ ƴŜƛƎƘōƻǊƘƻƻŘ ŀƴŘ ŀ ΨǊŜǎƛŘŜƴǘƛŀƭ ŀǊŜŀΣΩ ǿƘŜǊŜ ŀ ǊŜǎƛŘŜƴǘƛŀƭ ŀǊŜŀ ƭŀŎƪǎ ǎǳŦŦƛŎƛŜƴǘ ǊŜƭŀǘƛƻƴǎƘƛǇǎ 

between residents to qualify as a neighborhoodτyet one can imagine many residents would in fact 

feel their  ΨǊŜǎƛŘŜƴǘƛŀƭ ŀǊŜŀΩ ƛǎ ŀ ƴŜƛƎƘōƻǊƘƻƻŘΦ   

Hunter (1979) notes that typologizing neighborhoods occurs in one of three ways.  At one extreme, 

the neighborhood is defined with ease as the major criterion is άƻŦǘŜƴ ƭƛǘǘƭŜ ƳƻǊŜ ǘƘŀƴ ŀ ǎǇŀǘƛŀƭΣ 

statistical aggregation of ƛƴŘƛǾƛŘǳŀƭ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎέ όǇΦ271).  At the other are neighborhoods defined 

by resident perceptions, which can vary significantly from resident to resident (Coulton, Korbin, Chan, 

& Su, 2001; Coulton, Jennings, & Chan, 2012; Haney & Knowles, 1978). The third option lies somewhere 

in the middle.  This tension between easily defined, or pre-defined, neighborhood units and difficult 

to define, or perhaps realistically impossible, neighborhood units based on the perceptions of those 

living there continues to pose difficulties.  

DŀƭǎǘŜǊΩǎ όнллмύ ǇǊŜǎŜƴǘǎ ŀƴ ŜǎǇŜŎƛŀƭƭȅ ǘƘƻǊƻǳƎƘ ŀƴŘ ŦƭŜȄƛōƭŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘΥ 

"Neighbourhood is the bundle of spatially based attributes associated with clusters of residences, 

sometimes in conjunction with other land uses" (p.2112). 

He lists ten categories of spatial attributes that make up this bundle: 

¶ Structural characteristics of the residential and non-residential buildings 

¶ Infrastructural characteristics 

¶ Demographic characteristics of the resident population 

¶ Class status characteristics of the resident population 

¶ Tax/public service package characteristics 

¶ Environmental characteristics 

¶ Proximity characteristics 

¶ Political characteristics 

¶ Social-interactive characteristics 

¶ Sentimental characteristics (p.2112). 

Key to this definition is that all of the attributes are spatially based, though each attribute may have a 

different spatial extent.  Thus, he suggests that each researcher define neighborhoods based on the 

attribute of interest (Galster, 2001)Φ  ¢Ƙǳǎ ƻƴŜΩǎ ƴŜƛƎhborhood as defined by local social network will 

likely differ from that defined by the school district. However, his proposed solution does not apply to 

all research questions; for example if one were to investigate employment rates by neighborhood it 

would be difficult to come up with neighborhood boundaries based on employment locations.  He also 

notes that certain aspects may be absent, such as social-interactive characteristics (thereby including 

those areas Schwirian would exclude), though noting that ǘƘŜǊŜ Ŏŀƴ ōŜ ŘƛŦŦŜǊŜƴŎŜǎ ƛƴ ǘƘŜ άŘŜƎǊŜŜ ƻŦ 

ǇǊŜǎŜƴŎŜ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘέ όǇΦнммоύΦ 

DŀƭǎǘŜǊΩǎ ŘŜŦƛƴƛǘƛƻƴ ŀƭƛƎƴǎ ǊŜƭŀǘƛǾŜƭȅ ǿŜƭƭ ǿƛǘƘ {ǳǘǘƭŜǎΩ όмфтнύ ŦƻǳǊ-level hierarchy of neighborhood and 

YŜŀǊƴǎ ϧ tŀǊƪƛƴǎƻƴΩǎ όнллмύ ǘƘǊŜŜ-level hierarchy derived from SuttlesΩΦ 9ŀŎƘ ƭŜǾŜƭ Ƙŀǎ ƛǘǎ ƻǿƴ 

ōƻǳƴŘŀǊƛŜǎ ŀƴŘ ŦǳƴŎǘƛƻƴǎΦ  ¢ƘŜ ǎƳŀƭƭŜǎǘ ƭŜǾŜƭ ƛǎ ǘƘŜ ΨƭƻŎŀƭ ƴŜǘǿƻǊƪ ŀƴŘ ǘƘŜ ŦŀŎŜ-ōƭƻŎƪΩ ƻǊ ΨƘƻƳŜ ŀǊŜŀΣΩ 

which varies by individual and has fuzzy boundaries (approximately a five to ten minute walk from 

ƻƴŜΩǎ ƘƻƳŜύΦ  ¢ƘŜ ŦǳƴŎǘƛƻƴǎ of the home area revolve primarily around local social networks and 

feelings of belonging.  As introduced in Section 1.3.1, in this work the term neighborhood corresponds 
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ǊƻǳƎƘƭȅ ǿƛǘƘ ǘƘŜ {ǳǘǘƭŜǎΩ ƘƻƳŜ ŀǊŜŀΦThe next level is thŜ ΨŘŜŦŜƴŘƛƴƎ ƴŜƛƎƘōƻǊƘƻƻŘΣΩ35 which is the 

smallest concept of neighborhood generally identifiable to both residents and non-residents; it 

contains small businesses and institutions, such as markets and churches. It is analogous to the term 

community in this work.   ¢ƘŜ ΨŎƻƳƳǳƴƛǘȅ ƻŦ ƭƛƳƛǘŜŘ ƭƛŀōƛƭƛǘȅΩ ƻǊ ΨƭƻŎŀƭƛǘȅΣΩ ŘŜǘŜǊƳƛƴŜŘ ŀƴŘ ǊŜŎƻƎƴƛȊŜŘ 

more by governmental and commercial interests than residents, is the level at which concerns of 

planning, service provision, and the housing market function, and are approximately equivalent to the 

statistical planning areas (SPAs) in the City of Cleveland.36  CƛƴŀƭƭȅΣ ǘƘŜ ΨŜȄǇŀƴŘŜŘ ŎƻƳƳǳƴƛǘȅ ƻŦ ƭƛƳƛǘŜŘ 

ƭƛŀōƛƭƛǘȅΩ ƻǊ ΨǳǊōŀƴ ŘƛǎǘǊƛŎǘκǊŜƎƛƻƴΣΩ ǿƘƛŎƘ ǘŜƴŘ ǘƻ ŜƴŎƻƳǇŀǎǎ ŜƴǘƛǊŜ ǎŜŎǘƛƻƴǎ ƻŦ ŀ ŎƛǘȅΣ ŦǳƭŦƛƭƭ ǘƘŜ ŦǳƴŎǘƛƻƴǎ 

related to employment networks, leisure activities, and broader social networks (Kearns & Parkinson, 

2001; Suttles, 1972). 

Of particular conceptual importance, as noted by Hunter (1979), is neighborhood as the spatial and 

social unit that forms a link between the everyday lives of individuals and the broader institutions and 

mechanisms of society.  He argues (following Burgess, 1973) that excluding the context in which a 

neighborhood is embedded limits neighborhood research to description and precludes explanation.  

Hunter (1979) provides four neighborhood functions that play a role in linking individuals to larger 

urban society:   

(1) The economic function links the neighborhood to the larger economy via production and 

consumption activities; primarily oriented around, though not limited to, housing.  

 

(2) The administrative function realizes the provision and distribution of public services; i.e. the 

link between individuals and state-provided services. 

 

(3) The political function defines, aggregates, and organizes the efforts and concerns of local 

neighborhood groups; often instigated by economic and housing concerns. 

 

(4) The socialization and socialability function builds social networks and perceived commonality, 

facilitated by local neighborhood interactions, shared identification with and commitment to 

the neighborhood.  Hunter notes that this function tends to be stronger in weaker 

communities, suggesting that this function is the result of constraint, not choice. 

These conceptualizations of neighborhood are advanced and encompassing; however, none provide 

information as to how to actually delineate neighborhoods.  Looking at the research question, it is clear 

the choice of neighborhood boundaries is critical to the research.  The objectives are to identify 

community- and neighborhood-level impacts of foreclosure prevention and mitigation programs, and 

to see if these impacts are related to neighborhood change and/or stabilization.  To do so it is necessary 

to look for these impacts at the appropriate neighborhood scaleτbut what is this and how does one 

determine it?  The literature provides little directionτrather, most neighborhood change research 

(see Section 2.3) simply uses an at-hand level of aggregation, such as the Census block, block group, or 

tract.  It appears that researchers generally use a trial and error approach to determine the appropriate 

neighborhood scale.  Despite this, the implications of various instantiations have important impacts on 

                                                           
35 Kearns & Parkinson exclude this level in their typology. 
36 Outside of Cleveland, SPAs match one-to-one with municipal boundaries.   
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the research and must be considered.  Thus, the next section discusses possibilities to operationalize 

the concept of neighborhood for research applications. 

2.1.2 Operationalizing Neighborhood 

Although neighborhood boundaries are variable and substantially resident-defined, most 

neighborhood research uses convenient, a priori-defined boundaries, such as U.S. Census boundaries 

(blocks, block groups, tracts), zip codes, or TAZs (Traffic Analysis Zones) (Dietz, 2002; Guo & Bhat, 2007; 

Reibel, 2011; Sampson, Morenoff, & Gannon-Rowley, 2002).37 This approach has been criticized for its 

lack of theoretical and empirical foundation; that is, spatially-based research is undertaken using more 

or less arbitrary spatial entities (Coulton et al., 2001; Coulton, 2012; Coulton et al., 2012; Guo & Bhat, 

2007).  This may also invite biasing in the form of the modifiable areal unit problem (MAUP)38 (Guo & 

Bhat, 2004; Guo & Bhat, 2007; Openshaw, 1984).  That is, the use of incorrectly scaled geographical 

aggregations may have caused inconsistent findings and/or statistically insignificant results for factors 

related to neighborhoods.  This amounts to looking for the phenomena of interest in the wrong places.  

For example, Hipp (2010) found increased significance of socio-demographic characteristics, 

residential stability, and perceptions of crime and disorder on the micro-neighborhood scale as 

opposed to the broader neighborhood scale, as delineated by Census tract. 

There are two main ways in which researchers have attempted to address these problems.  The first is 

to use resident-defined neighborhoods.  Haney & Knowles (1978) found that inner city, outer city, and 

suburban residents were all equally capable of perceiving their neighborhoods, and do it in similar 

waysτthe same level of richness and detail was provided by all three groups.  They also found that 

suburban residents generally defined their neighborhoods as larger and with more clearly-delineated 

boundaries than city residents.  Coulton et al. (2001) explored the issue of resident-defined 

neighborhoods by asking twenty residents in each of seven Census block groups in Cleveland to draw 

the boundaries of their neighborhoods on maps.  However, in addition to being empirically impractical 

for studies of moderate or large scale, the resulting neighborhoods defined varied significantly even 

amongst spatially proximate, demographically homogeneous individuals.  Coulton et al. (2001) did find 

that the size of resident-defined neighborhoods and the size of Census tracts closely matched; 

ƘƻǿŜǾŜǊΣ ǊŜǎƛŘŜƴǘǎΩ ƳŀǇǎ ƎŜƴŜǊŀƭƭȅ ƛƴŎƭǳŘed portions of multiple Census tracts.  A later study, done by 

Coulton et al. (2012), used GIS mapping results from 6,224 respondents in low-income neighborhoods 

of ten cities to examine perceptions of neighborhood size.  They found that, on average, residents 

defined their neighborhoods approximately 30% smaller than the average Census tract, and 

approximately a quarter of respondents as much smaller, approximately 20% of a typical Census tract.  

Approximately 25% of the variance in scale was due to the context (i.e. the neighborhood), leaving the 

remainder possibly due to individual perception.  Finally, they found that those with higher education 

and income, those who are younger, those who have lived in their community longer, and those who 

have been more active in the community all tend to define their neighborhoods as larger than the 

average respondent does (Coulton et al., 2012). 

A second effort to overcome the limitations of pre-defined neighborhood boundaries is the use of 

ΨǎƭƛŘƛƴƎ ƴŜƛƎƘōƻǊƘƻƻŘΩ ŘŜŦƛnitions. These definitions are designed to account for neighborhood 

                                                           
37 It should be noted that U.S. Census unit boundaries do have some history of resident influence, via local census 
tract committees (Krieger, 2006).   
38 The MAUP and its implications will be further discussed in the next section. 
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boundary variations, which have been seen to vary empirically according to the attribute of interest 

and characteristics of the respondent. Guo & Bhat (2007) examined three neighborhood boundary 

ƻǇŜǊŀǘƛƻƴŀƭƛȊŀǘƛƻƴǎΥ όмύ ŀ ΨŦƛȄŜŘ ƴŜƛƎƘōƻǊƘƻƻŘΩ ōƻǳƴŘŀǊȅΣ ǿƘƛŎƘ ǳǎŜŘ /Ŝƴǎǳǎ ōƻǳƴŘŀǊƛŜǎΣ όнύ ŀ ΨŎƛǊŎǳƭŀǊ 

ƴŜƛƎƘōƻǊƘƻƻŘ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴΣΩ ǿƘƛŎƘ ǳǎŜŘ ŀ ǊŀŘƛŀƭ ŘƛǎǘŀƴŎŜ ŎŜƴǘŜǊŜŘ ƻƴ ǘƘŜ ŘǿŜƭƭƛƴƎ ǳƴƛǘΣ ŀƴŘ όоύ ŀ 

ΨƴŜǘǿƻǊƪ-ōŀƴŘ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴΩ ǿƘƛŎƘ ǳǎŜŘ ǎǘǊŜet network nodes within a specified radial distance to 

bound the neighborhood.  The latter two are examples of sliding neighborhood definitions.  Neither 

sliding neighborhood definition resulted in a statistically significant change in model fit over the fixed 

neighborhood specification. 

DǊŀƴƴƛǎ όмффуύ ŦƻǳƴŘ ǘƘŀǘ ǊŜǎƛŘŜƴǘǎ ƛƴǘŜǊŀŎǘ ƳƻǊŜ ǿƛǘƘ ǇŜƻǇƭŜ ǿƛǘƘƛƴ ǘƘŜƛǊ ΨǘŜǊǘƛŀǊȅ ŎƻƳƳǳƴƛǘȅΣΩ ǘƘŀǘ 

is, smaller streets of residential character easily reachable by foot from their residences, with major 

thoroughfares acting as boundaries. In this regard, pre-defined boundaries are somewhat more 

acceptable; major streets and other geographic boundaries are often used to set these boundaries.  

Gauvin et al. (2007) found that existing boundaries were often created using less arbitrary factors, such 

as neighborhood homogeneity, historically defined neighborhoods, geographic or natural boundaries, 

the presence of a sense of place, and the presence of social networks. 

While pre-defined neighborhood boundaries have their limitations, several factors result in their 

continued use.  These include the inconsistency of, and therefore difficulty in operationalizing, 

resident-defined boundaries; the lack of statistical improvement seen in more theoretically motivated 

neighborhood definitions; and on a more practical level, the unavailability of data beyond that 

bounded by Census or other administratively defined areas.  The possible implications of this will be 

discussed in Section 3.4.2 later in this work. 

2.1.3 Neighborhood Effects:  the Importance of Neighborhood 

Conceptualizing and operationalizing the term neighborhood is necessary in order to investigate 

whether neighborhoods have effects on or influence the behavior of their residents, and through what 

mechanisms these effects may occur.  Here the evidence for neighborhood effects is examined, 

followed by a discussion of the many difficulties in modeling neighborhood effects. 

Much empirical research has shown that the outcomes and behaviors of individuals in a neighborhood 

tend to cluster together (Brooks-Gunn, Duncan, Klebaniv, & Sealand, 1993; Galster & Mikelsons, 1995; 

Goux & Maurin, 2007; powell, 2003; Sampson et al., 2002).39  As mentioned previously, neighborhoods 

are also inherently spatial. This also affects outcomes (Galster & Killen, 1995; Galster & Mikelsons, 

1995; powell, 2003); for example proximity to public transportation or employment opportunities will 

likely affect the employment rate in a neighborhood.  These outcome clusterings are referred to as 

neighborhood effects (Dietz, 2002).  Though there is a large body of neighborhood effects research, 

the precise causality remains generally unclear (Diez Roux & Mair, 2010).  More recent research 

investigates the stress as the causal pathway, where neighborhood disadvantage results in increased 

acute and chronic stress for residents, which then translates to poorer health outcomes (Adler & 

Stewart, 2010). 

                                                           
39 These outcomes and behaviors include: infant mortality, low birthweight, child intellectual development, child 
maltreatment, educational outcomes, high school dropouts, teen childbearing, adolescent delinquency, crime, 
substance abuse, homicide, accidental injury, marriage, fertility, suicide, health outcomes, labor force 
participation, employment, earnings, wealth accumulation, physical and mental health outcomes, and the ability 
to engage in political and civic processes. 
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Neighborhood effects are a primary reason to undertake this researchτif the negative impacts of 

foreclosures affected only individuals it would be unnecessary to examine the effect of foreclosure 

prevention and mitigation efforts on the neighborhood level.  Thus this section will introduce 

neighborhood effects as a concept, discuss neighborhood effects research and its shortcomings, and 

consider strategies to avoid these pitfalls.  It should be noted that the neighborhood effects literature 

is dominated by quantitative work, and the literature discussed below reflects this. 

According to Dietz (2002), there are three possible types of neighborhood effects.  The first is a pure 

ŜƴŘƻƎŜƴƻǳǎ ŜŦŦŜŎǘΣ ǿƘƛŎƘ ƛƴŘƛŎŀǘŜǎ ǘƘŀǘ ƛƴŘƛǾƛŘǳŀƭ ōŜƘŀǾƛƻǊǎ ŀǊŜ ŀŦŦŜŎǘŜŘ ōȅ ƴŜƛƎƘōƻǊǎΩ ōŜƘŀǾƛƻǊǎΤ ǘƘŀǘ 

is, each individual is influenced by the aggregate behaviors of the neighborhood residents.  This 

ƛƴŘƛŎŀǘŜǎ ǘƘŀǘ ƛƴŦƭǳŜƴŎƛƴƎ ƻƴŜ ƛƴŘƛǾƛŘǳŀƭΩǎ ōŜƘŀǾƛƻǊ ƛƴ ŀ ƴŜƛƎƘōƻǊƘƻƻŘ Ŏŀƴ ƘŀǾŜ ǎǇƛƭƭƻǾŜǊ ŜŦŦŜŎǘǎ ƻƴ ǘƘŜ 

behaviors of the rest of the neighborhood.  The second type is a correlated effect, where residents in 

a neighborhood simply have similar characteristics and behaviors; that is, individuals have self-sorted 

themselves into homogeneous neighborhoods, resulting in outcome clustering.  In this case, 

ƛƴŦƭǳŜƴŎƛƴƎ ƻƴŜ ƛƴŘƛǾƛŘǳŀƭΩǎ ōŜƘŀǾƛƻǊ ǿƻǳƭŘ ƴƻǘ ƛƴŦƭǳŜƴŎŜ ǘƘŜ ōŜƘŀǾƛƻǊ ƻŦ ƻǘƘŜǊǎ ƛƴ ǘƘŜ ƴeighborhood.  

The third type is referred to as contextual, exogenous, or place effects, where neighborhood clustering 

occurs due to influences outside of the neighborhood, such as racial sorting due to systemic 

discrimination in the housing market (Dietz, 2002). 

However, with respect to the influence of neighborhoods on outcomes, both what is occurring and 

how it is occurring remains unclear (Dietz, 2002; Goering & Feins, 2003; Goux & Maurin, 2007; 

Oreopoulos, 2003; Sampson et al., 2002; Weinberg, Reagan, & Yankow, 2002).  Discriminating between 

ǘƘŜ ǘƘǊŜŜ ǘȅǇŜǎ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘ ŜŦŦŜŎǘǎ ŘŜǎŎǊƛōŜŘ ŀōƻǾŜ ǿƻǳƭŘ ŀƴǎǿŜǊ ǘƘŜ ΨǿƘŀǘΩ ǉǳŜǎǘƛƻƴΣ ōǳǘ ƭŜŀǾŜǎ 

ǘƘŜ ΨƘƻǿΩ ǉǳŜǎǘƛƻƴ ƻǇŜƴΦ  This is in part due to the fact that neighborhood effects research is 

predominantly quantitative and thus more suited to determining what occurs but less likely to uncover 

how or why it occurs (van Ham, Manley, Bailey, Simpson & Maclennan, 2012).  Dietz (2002) reviews 

the major theories underlying neighborhood effects, which stem primarily from sociology and 

economics.  In the sociological realm, one group of theories posits that individual interactions spread 

positive or negative behaviors (contagion, epidemic, and collective socialization theories), while others 

are based on a zero-sum game where the benefit of one is necessarily detrimental to others 

(competition theory and relative deprivation theory).  Though not as closely tied to neighborhoods as 

the sociological theories, economic theories that relate to neighborhood effects include peer effects 

models and local interactions, a branch of game theory (Dietz, 2002). 

Several authors point out the significant gap in the literature between theory and empirical work 

(Dietz, 2002; Kling, Liebman, & Katz, 2007; Sampson et al., 2002).  While the neighborhood effects 

theoretical literature presents a variety of possible mechanisms, the empirical literature remains 

concerned with establishing the existence of neighborhood effects and of which type they are, 

particularly whether endogenous neighborhood effects exist or not (Dietz, 2002; Goering & Feins, 

2003; Kling, Liebman, & Katz, 2007; Oreopoulos, 2003; Weinberg et al., 2002).  The continued efforts 

to address this question preclude the investigation of which theoretical mechanisms fit the observed 

phenomena most appropriately. 

The difficulty in establishing the existence of neighborhood effects is due to several difficult to resolve 

data and model specification problems.  They include spatial and temporal issues, the neglect of 

neighborhood sorting, omitted variables, and the reflection problem (Dietz, 2002; Galster & Killen, 
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1995; Goering & Feins, 2003; Kling, Liebman, & Katz, 2007; Oreopoulos, 2003; Sampson et al., 2002; 

Weinberg et al., 2002). 

Spatial misspecification, that is, the modifiable areal unit problem (MAUP), can negatively affect the 

validity of neighborhood effects research (Dietz, 2002; Galster & Killen, 1995; Goering & Feins, 2003; 

Sampson et al., 2002).  The core of the MAUP is that the spatial boundaries selected affect the results, 

which implies that it is essential to correctly bound the geographical entity at handτin this case the 

neighborhoodτin order to produce reliable results (Fotheringham & Wong, 1991; Guo & Bhat, 2004; 

Openshaw, 1984).  Given that the proper definition of neighborhood depends on the phenomenon 

under investigationτone that may only be hypothesizedτthis problem can often be intractable.  Even 

in instances when it is hypothetically resolvable, data limitations may prevent this.  Dietz (2002) notes 

the additional spatial problem of multiple neighborhood membership; for example, when individuals 

attend a church outside of their neighborhood of residence, they may be strongly affected by the 

individuals in the neighborhood of their church.  This would not be captured by a neighborhood effects 

study that uses only the neighborhood of residence. 

Temporal issues in neighborhood effects research include the use of point-in-time, or snapshot, data, 

when many neighborhood effects are likely lagged effects, rather than instantaneous effects (Goering 

& Feins, 2003).  While many studies account for this, selecting the correct time lag remains difficult. 

Many econometric models of neighborhood effects ignore the sorting of individuals into 

neighborhoods, and rather treat it as a random, pre-determined assignment.  This treatment of 

neighborhood assignment as exogenous, when it is in fact endogenous (correlated with neighborhood 

quality), results in biased estimators, and moreover the direction of the bias is unknown (Dietz, 2002; 

Goering & Feins, 2003; Sampson et al., 2002).  Weinberg et al. (2002) found that studies which do not 

account for neighborhood sorting overstate neighborhood social effects and understate job access 

effects. 

Omitted variables cause the conflation of parental effects and neighborhood effects.  Since family 

influences have been found to generally dominate neighborhood influences, omitting important family 

characteristics from the model can bias the neighborhood effects estimators (Dietz, 2002).  Weinberg 

et al. (2004) found that this omission leads to the overstatement of neighborhood effects by an order 

of magnitude.  Goering and Feins (2003) gave examples of how the omission of parental variables could 

potentially bias neighborhood effect estimators either up or down, but noted that the addition of 

parental variables generally weakens the neighborhood effects estimates. 

A final problem with neighborhood effects modeling is the reflection problem (Manski, 1993).  This 

occurs when the individuals whose outcomes are of interest are the same individuals whose qualities 

are used to characterize the neighborhood (Oreopoulos, 2003, p.1539).  In this case it may be 

ƛƳǇƻǎǎƛōƭŜ ǘƻ ŘƛŦŦŜǊŜƴǘƛŀǘŜ ōŜǘǿŜŜƴ ǘƘŜ ŘŜǘŜǊƳƛƴŀƴǘǎ ƻŦ ŀƴ ƛƴŘƛǾƛŘǳŀƭΩǎ ōŜƘŀǾƛƻǊ ǘƘŀǘ ōŜƭƻƴƎ ǘƻ ǘƘŜ 

individual and those that belong to his neighbors (Dietz, 2002, p.552). 

Dietz (2002) discusses remedies for these problems and examines studies that use them.   He notes 

that overall, studies which account for parental behaviors find lower levels of neighborhood effects, 

and those that account for neighborhood sorting see even lower levels.  Few studies, perhaps due to 

data limitations, resolve both the neighborhood sorting and omitted variables problems 

simultaneously.  For example, Weinberg et al. (2002) address omitted variable bias by controlling for 

many individual characteristics, and find that an increase of one standard deviation in (positive) 
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neighborhood social characteristics or job proximity increases annual hours worked by 6.1% and 4.7%, 

respectively.   They also find that these effects are strongest in the worst neighborhoods.  Aaronson 

(1998) controlled for family characteristics by creating a fixed effects model of sibling outcomes.  He 

found that neighborhood effects, specifically on school leaving and poverty rates, persisted after 

controlling for parental unobservables. However, neither of these studies accounted for neighborhood 

sorting, which likely introduced bias. 

Several studies examine social housing programs with randomized neighborhood (or project) 

assignment to address neighborhood sorting.  In this case, residents are not selecting their 

neighborhood of residence, so neighborhood choice can be properly treated as an exogenous variable; 

that is, neighborhood assignment is unrelated to neighborhood quality.  Kling, Liebman, & Katz (2007) 

found that in the U.S.-American Moving to Opportunity program, better neighborhoods had a positive 

effect on mental health, risky behavior, and educational outcomes for females, though males were 

insignificantly affected by neighborhoods with respect to educational outcomes and mental health, 

and negatively affected with respect to physical health problems.  In contrast, Oreopoulos (2003) 

found that in Toronto, the housing project (and therefore neighborhood) had no significant effect on 

employment outcomes, but that sibling correlations accounted for approximately 30 percent of the 

observed outcome variation.   Goux & Maurin (2003) examined the influence of the educational 

performance of adolescents in the near neighborhood on adolescent academic performance, and 

found a strong influence on adolescents at the end of junior high school.  This study also correctly 

treats neighborhood assignment as exogenous, by examining the outcomes of those living in public 

housing, which is functionally randomly assigned.  Goux & Maurin (2003) point to an advantage of their 

study, that it examines the effect of twenty to thirty adjacent households on outcomes, while 

Oreopoulos uses neighborhoods of one to three thousand households.  They posit that this difference 

ƛƴ ǎŎŀƭŜ ŀƭƭƻǿǎ ŦƻǊ ǘƘŜ ŘŜǘŜŎǘƛƻƴ ƻŦ ǘƘŜ ƛƴŦƭǳŜƴŎŜ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘΣ ǿƘƛƭŜ hǊŜƻǇƻǳƭƻǎΩ ǎǘǳŘȅ ŘƻŜǎ ƴƻǘΣ 

citing a survey of the French Statistical Office which found that French households generally interact 

with only one to three close neighbors. 

Dietz (2002) notes that although the existence of neighborhood clustering is not disputed, the reasons 

and mechanisms for this continue to be unclear.  In particular, he points to the gap between theory 

and empirical work as the reason for this.  Neighborhood effects encompass a large variety of 

phenomena, which may operate in different manners, through different mechanisms, on different 

scales, and be visible in different specific populations.  Thus he calls for the development of 

phenomena-specific theories from which testable hypotheses can be developed and tested.  For 

example, Galster & Killen (1995) and Galster & Mikelsons (1995) hypothesizes that neighborhood 

conditions, filtered through their neighborhood social networƪΣ ŀǇǇǊƻȄƛƳŀǘŜ ȅƻǳǘƘΩǎ ǇŜǊŎŜǇǘƛƻƴǎ ƻŦ 

the opportunities available to them.  Secondly, he hypothesizes that depending on the range of 

ƻǇǇƻǊǘǳƴƛǘƛŜǎ ŀǾŀƛƭŀōƭŜΣ ƻƴŜΩǎ ŘŜŎƛǎƛƻƴ-making calculus will change, with those who foresee reduced 

opportunity making less considered decisions, and thus decreasing the likelihood of achieving the 

ŦƻǊŜǎŜŜƴ ƻǇǇƻǊǘǳƴƛǘƛŜǎΦ  DŀƭǎǘŜǊΩǎ ƳƻŘŜƭ ƛǎ ǉǳƛǘŜ ŎƻƳǇƭŜȄΣ ōǳǘ Ǉƻǎƛǘǎ ǎǇŜŎƛŦƛŎ ƳŜŎƘŀƴƛǎƳǎ ǊŜƭŀǘƛƴƎ 

neighborhood conditions to outcomes, and allows for the construction of testable hypotheses.40 

                                                           
40 Some aspects of this theory present more difficulty than others when it comes to empirical testing.  For 
exampleΣ DŀƭǎǘŜǊΩǎ ƛŘŜŀ ƻŦ άŎǳƳǳƭŀǘƛǾŜ Ŏŀǳǎŀǘƛƻƴέ Ǉƻǎƛǘǎ ǘƘŀǘ ǾŀǊƛƻǳǎ ŀǎǇŜŎǘǎ ƻŦ ŘƛǎŀŘǾŀƴǘŀƎŜΣ ǿƘŜƴ 
simultaneously present, reinforce one another and have greater cumulative effects than any of these aspects in 
isolation.  Since the presence of these aspects is highly correlated, examining this hypothesis empirically presents 
significant difficulty due to variable simultaneity. 
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This research implicitly assumes neighborhood effects arising from the foreclosure crisis. The type of 

neighborhood effects is not explicitly investigated, though clear arguments can be made for both 

endogeneousτfor example contagious defaultτand exogeneousτsuch as discriminatory lending 

patternsτneighborhood effects.  The methodsτespecially the quantitative method, quantile 

regressionτimply the existence of neighborhood effects resulting from both foreclosures and 

foreclosure interventions as well.  Thus, the issues that plague neighborhood effects research should 

be considered in this research as well. 

2.2 Residential Mortgage Foreclosure 

This section first introduces the process of residential mortgage foreclosure, both generally and 

specific to Ohio.  Some additional specifics concerning the foreclosure process in Cuyahoga County are 

given as well.  Next, research concerning the distributions and patterns of residential foreclosure is 

discussed.  This is followed by a discussion of the impacts of residential mortgage foreclosure on 

neighborhoods, along with a limited discussion of the impacts on municipalities. 

Many specialized terms are used in this section, please consult the Glossary for clarification as needed. 

2.2.1 The Foreclosure Process 

As introduced in 0, foreclosure is the legal process used by lenders to recover the balance of a 

mortgage loan, after the borrower has stopped making payments, by forcing the sale of the asset which 

backs the loan.  This is based on the concept of collateral, whereby the borrower pledges a specific 

propertyτin this case, the property that was purchased with the loan in questionτas security to 

ensure loan repayment.  The idea is that were a borrower to fail to pay the principal and interest on 

the loan, the bank or financial institution can recoup its losses by taking possession of the property 

and reselling it.  As a reminder, within this work the term foreclosure refers specifically to residential 

mortgage foreclosure. 

This section gives an overview of the foreclosure process in Ohio.  It covers when and how a foreclosure 

action can be brought, ways to halt the process, what occurs at and after completion of the process, 

and lender alternatives to foreclosure. 

Judicial Foreclosure 

Three types of foreclosure exist in the U.S.:  strict foreclosure, judicial foreclosure by sale, and power 

of sale, or non-judicial, foreclosure.  In strict foreclosure, the least common form, the lender acquires 

title to the property when a foreclosure judgment occurs, without any sale of the property.  In a judicial 

foreclosure, the foreclosure goes through a judicial process and, when a foreclosure judgment occurs, 

the property is sold at a public auction where the lender receives the proceeds.  Finally, power of sale 

or non-judicial foreclosure allows the lender to force a sale without a judicial process.  Generally, this 

means publishing notice of the impending sale and, after a waiting period, holding a public auction, 

again with the proceeds going to the lender (Durham, 1985; Madway, 1974; Pence, 2003). 

Ohio is a judicial foreclosure state.  A major feature of judicial foreclosures is that the process is much 

longer than for other types of foreclosures.  This can be beneficialτfor example, a title search is done 

as a precursor to a judicial foreclosure so that any other parties with interest are made aware of the 

suit (Durham, 1985)τas well as disadvantageousτin Ohio, the average length of the foreclosure 
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process in the second quarter of 2012 was about eighteen months (Levingston, 2012).  The deleterious 

effects of such a long foreclosure process will be discussed in detail in Section 2.2.3. 

Initiating a Foreclosure 

Once a mortgagor (the borrower) has missed a mortgage payment, the mortgage is then delinquent 

and the mortgagee (the lender or servicer of the loan) has the right to file a foreclosure suit (Madway, 

1974).  Because courts require evidence that a borrower does not intend to repay the loan, banks and 

servicers (the mortgagees) do not file foreclosure proceedings until after a borrower has missed three 

consecutive payments (Ambrose & Capone, 1996).  Prior to 90 days of non-payment a loan is 

delinquent; after 90 days the loan is in default. 

After three monthly payments have been missed, a lender or servicer can file a foreclosure complaint 

at the County Court of Common Pleas.  The borrower in default will receive a copy of the suit.  The 

borrower then has 28 days to answer the court summons, and can request mediation at this point41 

(Save the Dream Ohio, 2013).  If the borrower does not respond, and thus does not contest the 

foreclosure suit, the mortgagee can request a summary judgment (a ruling without trial), which in this 

case would rule in favor of the mortgagee (Save the Dream Ohio, 2013; ESOP Cleveland, n.d.). 

If the borrower does respond, he or she may attempt to work out an agreement with the lender or 

servicer, in which case the judge will grant additional time to find a resolution.  After this, the court 

holds a series of hearings and will move to judgment (Save the Dream Ohio, 2013; ESOP Cleveland, 

n.d.). 

Curing & Workouts 

There are essentially two ways in which the foreclosure process can be halted by a borrower, with 

cooperation from the lender or servicer.  A third possibility to halt the foreclosure would be dismissal 

of the case by a judge on the grounds that the litigant (i.e. the lender) lacks standing (cannot produce 

evidence of owning the mortgage) or has not properly followed the applicable foreclosure laws.   

Many states give borrowers a legal right to cure the mortgage before the foreclosure sale occurs.  

Curing a mortgage means that the mortgage will be brought up to date, with all missed payments, 

penalties, and legal costs accrued by the mortgagee to date paid by the mortgagor (Durham, 1985; 

Madway, 1974).   However, Ohio law does not provide borrowers a right to cure, though it is possible 

for a mortgagee to voluntarily accept the mortgage curing (National Consumer Law Center, n.d.[b]).  

Curing is often not a viable option for borrowers; in most cases borrowers stop paying their mortgage 

ǇŀȅƳŜƴǘǎ ōŜŎŀǳǎŜ ǘƘŜȅ ŘƻƴΩǘ ƘŀǾŜ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǊŜǎƻǳǊŎŜǎΦ  LŦ ƻƴŜ ŎŀƴΩǘ ƳŀƪŜ ǘƘŜ ƳƻƴǘƘƭȅ ǇŀȅƳŜƴǘΣ ƛǘ 

is unlikely to be possible to pay several months at once, as well as additional fees and costs.   

.ƻǊǊƻǿŜǊǎ ƛƴ ŘŜŦŀǳƭǘ όƻǊ ǇǊƛƻǊ ǘƻ ŘŜŦŀǳƭǘύ Ŏŀƴ ŀƭǎƻ ǇǳǊǎǳŜ ŀ άǿƻǊƪƻǳǘέ ǿƛǘƘ ǘƘŜƛǊ ƭŜƴŘŜǊΦ  ¢Ƙƛǎ ƛǎ ŀƴ 

attempt by both parties to come to a mutually agreeable solution with the objective of avoiding 

foreclosure.  Borrowers can attempt workouts on their own, but often need the assistance of a 

foreclosure mediator or foreclosure counselor to be successful.  On their own, borrowers are often 

                                                           
41 Ohio House Bill 138 went into effect September 11, 2008 and allows the court to order mediation in any 
foreclosure case (Ohio State Legislature, 2008).  Parties can also voluntarily engage in mediation.  Mediation will 
be discussed in more detail in Section 2.4.3. 
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overwhelmed by the complexity of the process, specialized terminology, and variety of parties 

involved.  Mediation and counseling will be discussed in more detail in Section 2.4.3.  

Completing the Foreclosure Process 

When no curing, workout, or dismissal occurs, the judge will award judgment to the lender and a 

{ƘŜǊƛŦŦΩs Sale of the property will be scheduled.  The SheriffΩǎ sale is a public auction where the property 

is sold to the highest bidder.  However, in Ohio, and many other states, the sale value must be at least 

two-ǘƘƛǊŘǎ ƻŦ ǘƘŜ ǇǊƻǇŜǊǘȅΩǎ ŀǎǎŜǎǎŜŘ ǾŀƭǳŜΤ ƛŦ ƴƻt, the property is not sold and a second auction is 

scheduled (Durham, 1985; National Consumer Law Center, n.d.[b]).  This requirement has become 

onerous during the foreclosure crisis, due the general housing market crash as well as the reduction in 

value of individual properties due to vacancy and abandonment (see Section 2.2.3). 

{ƻƳŜ ǎǘŀǘŜǎ ƻŦŦŜǊ ǘƘŜ ōƻǊǊƻǿŜǊ ǎǘŀǘǳǘƻǊȅ ǊƛƎƘǘ ƻŦ ǊŜŘŜƳǇǘƛƻƴ ŀŦǘŜǊ ǘƘŜ {ƘŜǊƛŦŦΩǎ {ŀƭŜ Ƙŀǎ ƻŎŎǳǊǊŜŘΦ  Lƴ 

Ohio, the borrower can redeem the property for the price of the foreclosure sale plus the foreclosure 

expenses up until when the foreclosure sale is confirmed (Durham, 1985; Pence, 2003; National 

Consumer Law Center, n.d.[b]).  This can range from a couple of days up to ninety days in Ohio, because 

the Sheriff has 60 days to inform the court of the sale and the court has 30 days to confirm the sale 

(Save the Dream Ohio, 2013).   

In most states, in cases when the foreclosure sale results in an amount less than the debt owed on the 

mortgage, a bank or servicer can pursue a deficiency judgment; that is, a ruling that the borrower must 

pay the remaining debt (Durham, 1985; Pence, 2003).  However, deficiency judgments are not pursued 

often because in most cases borrowers have minimal remaining assets to pursue. 

After the foreclosure sale is confirmed, the new owner may evict the current occupantsτwho may be 

the holders of the delinquent loan or renters who are not involved with the loan in any way.  When 

this occurs the Sheriff will serve an eviction notice to the residents; the time allowed to vacate varies 

by county (Save the Dream Ohio, 2013; ESOP Cleveland, n.d.).  However, many residents are unaware 

of their rights and move out upon receiving notice of a foreclosure suit.  Thus has negative impacts on 

the household levelτdisruption, additional housing costs, stressτas well as increasing vacancy in the 

neighborhood and increasing the likelihood of vandalism and stripping for the property.  This is 

particularly true when the foreclosure process is drawn out, which it often was during the foreclosure 

crisis, as both financial institutions and court systems were not equipped to deal with the volume of 

cases.  For example, in March 2006 in Cuyahoga County, Ohio the average length of a foreclosure suit 

was over 18 months (Weinstein, Hexter, & Schnoke, 2006). 

Post-foreclosure, many properties are categorized as REO, or real estate owned, properties.  While 

REO technically refers simply to a property owned by a bank or other financial institution, in practice 

REO refers to vacant and frequently blighted, foreclosed properties (Immergluck, 2012). These 

properties are possessed by banks as the result of {ƘŜǊƛŦŦΩǎ sales where the bank owning the mortgage 

won the auction, which tends to occur when there were no other serious bids placed.  Prior to the 

foreclosure crisis, REO properties were a relatively rare occurrence, because bidders would usually win 

ǘƘŜ ǇǊƻǇŜǊǘƛŜǎ ŀǘ ŀǳŎǘƛƻƴ ŀōƻǾŜ ǘƘŜ ōŀƴƪΩǎ ƳƛƴƛƳǳƳ ŀŎŎŜǇǘŀōƭŜ ǇǊƛŎŜΤ ōŀƴƪǎΣ ƴƻǘ ōŜƛƴƎ ǇǊƻǇŜǊǘȅ 

managers or real estate professionals, preferred not to take possession of foreclosed properties.  This 

has changed with the foreclosure crisis and resulting flood of foreclosed properties on the market. 
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REOs are problematic for neighborhoods because a lack of accountability is frequently associated with 

them.  They tend to be in poor condition, under- or non-maintained, and are often tax delinquent.  

Many properties that transfer out of REO are purchased cheaply by absentee investors or landlords, 

who are also often unaware or uninterested in the effect of these properties on neighborhood stability 

(Coulton, Schramm, & Hirsch, 2008c; Ellen, Madar, & Weselcouch, 2012a; Immergluck, 2012).  These 

impacts will be discussed in more detail in Section 2.2.3. 

Foreclosure Alternatives 

Lenders and servicers have additional options beyond foreclosures when loans default.  These include 

a deed-in-lieu (DIL), a preforeclosure sale, and loan modification and/or forbearance.  Deed-in-lieu (of 

foreclosure) occurs when the mortgagee discharges the remaining mortgage debt in return for title to 

the property.  Then the bank owns the property and the borrower is no longer indebted.  This process 

is less costly for the mortgagee because there are minimal legal costs involved (Ambrose & Capone, 

1996). Ghent & Kudlyak (2010) found that DILs (and short sales) are more likely to occur in states that 

allow deficiency judgments. 

A second alternative is the preforeclosure sale, or short sale.  In this case, rather than beginning a 

foreclosure suit, the lender or servicer allows the borrower time to sell the home in order to pay off 

the mortgage debt.  Thus, the bank and borrower avoid the foreclosure process and associated costs, 

and the property is less likely to sell at a discount dǳŜ ǘƻ ǘƘŜ ΨŦƻǊŜŎƭƻǎǳǊŜ ǎǘƛƎƳŀΩ (Ambrose & Capone, 

1996). 

Third, the mortgagee can modify the loan.  Options to modify the loan include modifying the term, 

modifying the interest rate, putting missed payments and fees into arrearage, or, in some cases, 

reducing the principal of the loan.  A mortgagee may also offer forbearance, allowing the mortgagor 

ǘƻ ǎƪƛǇ ǎƻƳŜ ǇŀȅƳŜƴǘǎ ŘǳǊƛƴƎ ŀ ΨƎǊŀŎŜ ǇŜǊƛƻŘΩ ŀƴŘ ǘƘŜƴ ǊŜǎǳƳŜ ǇŀȅƳŜƴǘǎΦ  ¢ƘŜ ƳƛǎǎŜŘ ǇŀȅƳŜƴǘǎ ŀǊŜ 

put in arrears or become a second lien on the property (Ambrose & Capone, 1996).  This option may 

be preferable when the mortgagor has a temporary income shortage, such as the result of job loss, 

and is likely to restart payments after a short period. 

These options ought to have been financially appealing to all parties during the foreclosure crisis.  They 

all keep homeowners in the property longer, which greatly reduces the likelihood of property damage 

that devalues the house; all reduce legal costs; and in the case of loan modification, lenders could stop 

acquiring foreclosed properties that they are not equipped to manage.  In a normally functioning 

housing market, foreclosed properties are usually discounted at sale but easily sold; during the 

foreclosure crisis many foreclosed properties became essentially valueless and unsellable, due to the 

glut in the housing market, the bursting of the housing bubble, and the deteriorated condition of many 

foreclosed properties.  However these foreclosure alternatives were relatively scarcely utilized during 

the housing crisis.   

2.2.2 Foreclosure Patterns 

Foreclosures are not evenly distributed across all loans, all borrowers, or all geographies.  A variety of 

factors are associated with increased foreclosures, as well as delinquencies and defaults, the 

precursors to (possible) foreclosure, and real estate owned (REO) properties, a frequent consequence 

of foreclosure.  Lƴ ƎŜƴŜǊŀƭΣ ǘƘƻǎŜ ŦƻǊŜŎƭƻǎŜŘ ǳǇƻƴ ŀǊŜ ǎƛƳƛƭŀǊ ǘƻ ǘƘŜ ǇǊƻŦƛƭŜ ƻŦ ǘƘŜ άŀǾŜǊŀƎŜέ !ƳŜǊƛŎŀƴΣ 

though somewhat younger, more likely to be Latino, and more likely to be a parent.  As well, those 
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foreclosed upon are more likely to have recently experienced financial distress and are more likely to 

live in more disadvantage neighborhoods (Niedt & Martin, 2013). 

This section will introduce and discuss many of the factors frequently associated with higher rates of 

foreclosureΦ  CƛǊǎǘ ǘƘŜ άǘǊŀŘƛǘƛƻƴŀƭέ ƛƴŘƛŎŀǘƻǊǎτthose related to loan and borrower characteristicsτ

are discussed.  This is followed by a discussion of environmental or spatial indicators, which are factors 

related to the location of the property for which the mortgage is taken out.   

Traditional Indicators ς Loan & Borrower Characteristics 

The study of factors associated with foreclosures, as well as delinquencies and defaults, was generally 

limited to loan and borrower financial characteristics until the advent of the foreclosure crisis.  More 

recent research has continued to investigate these aspects, and also expanded to look at 

socioeconomic characteristics of borrowers.  Though all of these indicators describe individuals and 

the focus of this research is the neighborhood, these studies of individual characteristics often lay the 

groundwork for neighborhood-level research due to the fact that these characteristics are unevenly 

spatially distributed.  

In their literature review of residential mortgage default, Quercia & Stegman (1992) identify the lender 

perspective as the point of view of the first generation of default studies, which began in the 1960s.  

These studies looked at the associations between loan and borrower characteristics and mortgage 

non-payment. The second generation of studies, beginning in the late 1970s, focused on the 

ōƻǊǊƻǿŜǊǎΩ Ǉƻƛƴǘ ƻŦ ǾƛŜǿΤ ǘƘŀǘ ƛǎΣ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ŘŜŎƛǎƛƻƴ ƻŦ ƛƴŘƛǾƛŘǳŀƭ ōƻǊǊƻǿŜǊǎ ƻŦ ǿƘŜǘƘŜǊ ǘƻ ŎƻƴǘƛƴǳŜ 

mortgage payments.  A third generation, looking from the institutional point of view, began in the mid-

1980s.  More recently, in the wake of the foreclosure crisis, researchers began looking at the 

relationships between various socioeconomic characteristics of borrowers and loan outcomes.   

Quercia & Stegman (1992) provide a detailed literature review of these studies up to the third 

generation, and Section 2.1 of the Report to Congress on the Root Causes of the Foreclosure Crisis 

provides an overview of more recent literature on research investigating individual-level 

characteristics associated with loan outcomes (2010). 

In the first generation of mortgage default studies, researchers examined the impacts of loan 

characteristics on mortgage non-payment, indicated by delinquency, default, or foreclosure rates 

associated with these characteristics.  Quercia & Stegman found that loan-to-value ratio, piggyback 

mortgages (an additional mortgage subordinate to the first mortgage), and mortgage age were 

consistently associated with higher rates of default in the literature (1992).  Several authors found 

increased default probabilities associated with high loan-to-value ratios, prepayment penalties, low 

and no documentation loans, increased interest rates, and balloon payment requirements (Danis & 

Pennington-Cross, 2008; Demyanyk & Van Hemert, 2011; Pennington-Cross, 2003; Pennington-Cross 

& Ho, 2010; Reid & Laderman, 2009). 

Loan type also has impacts on the likelihood of default and foreclosure.  Several studies found evidence 

that subprime loans42 have a higher risk of default or foreclosure than prime loans or CRA loans (Ding, 

Quercia, & Ratcliffe, 2011; Gerardi, Shapiro, & Willen, 2007; Laderman & Reid, 2008; Lee, Rosentraub, 

                                                           
42 The definition of a subprime loan (as referred to as high-cost loans) is not universally agreed on, the Home 
Mortgage Disclosure Act (HMDA) definition is often used:  loans with an annual percentage rate (APR) more than 
three percent over comparable Treasury notes. 
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& Kobie, 2010).  Gerardi et al. (2007) found that subprime loans went to foreclosure six times as often 

as prime mortgages; Coulton et al. (2008a) found subprime loans went to foreclosure over eight times 

as often.  Reid & Laderman (2009) found that adjustable rate mortages (ARMs) had a higher likelihood 

of default than fixed rate mortgages.  Agarwal et al. (2010) found that higher zip code-level 

concentrations of aggressive loan productsτsuch as hybrid ARMs and loans requiring low or no 

documentationτhad negative spillover effects on how likely nearby borrowers were to default, but 

that higher concentrations of subprime loans in general did not.  ¢ƻ ǎƻƳŜ ŜȄǘŜƴǘΣ ǘƘŜǎŜ ŦƛƴŘƛƴƎǎ ŀǊŜƴΩǘ 

surprising.  Afterall, higher interest rates are charged (at least in theory) with the intention of charging 

more for mortgages deemed riskier.  Others view this line of argumentation as a cover for price-

gouging less experienced borrowers and making loans designed to fail. 

Several studies investigated the role of lender localnessτthat is, whether the mortgage lender has a 

physical presence in the local market.  Investigating this relationship at a variety of levelsτborrower, 

zip code, and countyτand over time periods ranging from 1998 to 2009, researchers consistently 

found that mortgage delinquency, default, and foreclosure rates were lower for more local lenders, 

especially with riskier and lower-income borrowers (Cortés, 2012; Ergungor, 2006; Ergungor, 2007; 

Ergungor & Moulton, 2011; Moulton, 2010). Coulton et al. (2008a) found that non-local lenders 

foreclosed earlier on delinquent mortgages than local lenders, and Xu (2012) found that more non-

local lending occurred where local banks have higher lending standards, as proxied by mortgage denial 

rate. 

¢ƘŜ ǎŜŎƻƴŘ ƎŜƴŜǊŀǘƛƻƴ ƻŦ ƳƻǊǘƎŀƎŜ ƻǳǘŎƻƳŜ ǊŜǎŜŀǊŎƘ ƛƴǾŜǎǘƛƎŀǘŜŘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ǇŀȅƳŜƴǘ ŘŜŎƛǎƛƻƴΦ  

High loan-to-value ratios, referred to as ƴŜƎŀǘƛǾŜ Ŝǉǳƛǘȅ ƻǊ άǳƴŘŜǊǿŀǘŜǊέ ƳƻǊǘƎŀƎŜǎ when the ratio 

exceeds one, have been hypothesized to result in more negative loan outcomes.  This is because the 

logical financial decision would be to default when one owes more on a property than it is worth.  This 

ōŜƘŀǾƛƻǊ ƛǎ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άǊǳǘƘƭŜǎǎ ŘŜŦŀǳƭǘΦέ IƻǿŜǾŜǊΣ ǿƘƛƭŜ ǊŜǎŜŀǊŎƘŜǊǎ ŦƻǳƴŘ ǘƘŀǘ ŜƳǇƛǊƛŎŀƭ ŜǾƛŘŜƴŎŜ 

did consistently support this, the magnitude of the effect is much lower than would be expected.  For 

example, Ambrose & Capone (1998) observed that only 7.3% of defaulted loans in their sample were 

underwater, and Foote et al. (2008) found that during the early 1990s only 6.4% of underwater 

homeowners experienced foreclosure, the result of delinquency and default. This may be due to a 

sense of duty and obligation to fulfill the mortgage contract, as well as an effort to avoid the stigma of 

foreclosure, even when it is not financially prudent. Fuster & Willen (2012) found that the critical loan-

to-value ratio that spurs default depends on the interest rate of the loan. 

Other researchers have hypothesized that triggering events, such as job loss, major illness, or divorce, 

are the deciding factor in the delinquency decision, given that other options, such as selling the 

property or using savings, are not available at that time to the borrowerτa circumstance which 

frequently occurs when a loan is underwater.  Ambrose & Capone (1998) found that borrowers they 

classified as trigger event defaulters were more likely (1.66 times as likely) to cure their mortgages 

than those classified as ruthless defaulters.  One study found that medical crises contributed to half of 

all foreclosure experiences, and though the sample size was only 128, respondents and non-

respondents to the survey had similar financial, housing, and locational distributions (Robertson, 

Egelhof, & Hoke, 2008). Herkenhoff (2012) found that moderately underwater borrowers (less than 

20% negative equity) who experienced job loss were 37% more likely to default, much more than those 

experiencing only moderate negative equity or job loss alone. 
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Delinquencies, defaults, and foreclosures have also been shown to be associated with the 

socioeconomic characteristics of borrowers, which are geographically clustered themselves.  Beyond 

the obvious connections with income, credit histories, and credit scores, race in particular is associated 

with these loan outcomes.  African American borrowers were found to be 44% more likely to be 

delinquent than white borrowers, and Hispanic borrowers 88% more likely (Luea, Reichenberger, & 

Turner, 2011). Anacker et al. (2012) found these likelihoods to be 42% and 159% greater for high 

income Black and Latino borrowers, respectively.  Laderman & Reid (2008) found that African 

American, Latino, and Asian borrowers were 3.3, 2.5, and 1.6 times, respectively, more likely to be in 

foreclosure than white borrowers, after controlling for credit score and income.  Coulton et al. (2008a) 

found that the foreclosure rate for African American borrowers was 28.25%, 12.83% for Hispanic 

borrowers, and 7.58% for non-Hispanic whites. 

A significant reason for this is that borrowers of color receive subprime or high cost loans more than 

three times as often as white borrowers; fifty-five percent of loans to people of color are high cost, 

while only seventeen percent are for whites (Rivera, Cotto-Escalera, Desai, Huezo, & Muhammed, 

2008).  African Americans received high cost subprime loans two to four times as often as white 

borrowers, with the discrepancy greatest in the high income category.  When African Americans 

receive prime loans, their foreclosure rates drop and are similar to that for white borrowers (Coulton, 

Chan, & Schramm, 2008a).  Reid & Laderman (2009) found that after controlling for loan terms and 

type, the marginal effects of non-white race were small, ranging from 1.3 to 2.0 percent increased 

ƭƛƪŜƭƛƘƻƻŘ ƻŦ ŘŜŦŀǳƭǘΦ {ƻ ŀƭǘƘƻǳƎƘ ǘƘŜ ƘƛƎƘ Ŏƻǎǘ ƭƻŀƴ ǘŜǊƳǎ ŀǊŜ ŀǘ ƭŜŀǎǘ ǎǳǇŜǊŦƛŎƛŀƭƭȅ ƛƴǘŜƴŘŜŘ ŀǎ ŀ ΨǊƛǎƪ 

ǇǊŜƳƛǳƳΩ ǘƻ ŎƻǾŜǊ ǘƘŜ ƛƴŎǊŜŀǎŜŘ ŎƘŀƴŎŜ ƻf default associated with those with weaker credit historiesτ

who are disproportionally people of colorτevidence shows that these loans are often self-fulfilling 

prophecies, if not flat-out predatory.  This practice is referred to as reverse redlining, a term which 

references redlining, a once prevalent practice of denying neighborhoods of color mortgages 

altogether (see Section 1.1.1).  The impacts are large:  Sharp & Hall (2014) found, after controlling for 

socioeconomic and housing characteristics, debt loads, and disruptive life events, that black 

homeowners who purchased their homes in the 2000s were 50% more likely to lose their homes then 

white homeowners who purchased their homes in the 2000s. 

Foreclosures have affected renters in addition to homeowners, particularly renters of color.  Allen 

(2012b) notes that in the Camden neighborhood of Minneapolis, Minnesota, more than a third of 

rental properties were in foreclosure, while only six percent of owner-occupied properties were.  

Overall, rental properties in Minneapolis were 2.4 times more likely to be in foreclosure than owner-

occupied properties.  Over sixty percent of properties impacted by foreclosure in New York City in 2007 

were rental (Been & Glashausser, 2009).  As renters have very few protections in the U.S. (Andrews, 

Sánchez, & Johansson, 2011) and generally have fewer available financial resources, foreclosures can 

be even more disruptive than they are for homeowners.  Moreover, race and tenure status overlap:  

Allen (2012b) found that at least two-thirds of African American, American Indian, and Asian 

households that went through foreclosure were renters. 

Age is also associated with negative loan outcomes.  Older people were often targeted, particularly for 

refinancing loans (equity withdrawals), which were often subprime (Cohen, 2008).  Households with 

children foreclosed upon in Minneapolis were overrepresented by a factor of 2.3.  Again, this factor 

overlapped with minority status (Allen, 2011b). 
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Finally, nativity status is associated with foreclosure incidence.  Allen (2011a), found that foreign-born 

borrowers had different outcomes for both refinanced and home purchase mortgages.  For refinances, 

native-born minorities were 1.7 times as likely to experience foreclosure as whites; but foreign-born 

Hispanics and Asians were less likely to do so, at .49 and .16 times as likely, respectively.  However, in 

the case of home purchase loans, non-native-born borrowers fared worse than native-born white 

households, though still better than native-born minority households (for native-born minorities, a 

foreclosure is five times as likely as it is for whites, and 3.4 and 1.5 times as likely for foreign-born 

Hispanic and Asian borrowers, respectively).  A reason for this is that many immigrants have no 

experience with formal banking institutions; their inexperience, coupled with the use of mortgage 

brokers from the immigrant community to build trust, allowed them to be sold high cost mortgages 

(Cohen, 2008). 

Before moving on to environmental indicators that are associated with a higher incidence of 

foreclosure, it is important to remember that these individual-level indicators are not evenly 

distributed throughout space.  Thus, these individual-level characteristics also play out on more 

aggregated spatial levels, such as the neighborhood and community. 

Environmental Indicators 

Thus far individual-level factors associated with higher incidences of foreclosure and related events 

have been discussed.  However, this research is focused on neighborhood-level occurrences.  

Discussing individual-level factors remains important, because many of these factors cluster 

geographically and thus are related to neighborhood-level impacts of the foreclosure crisis.   

In this section, factors associated with foreclosures and related events at more aggregated 

geographical levels are discussed.  Some of these studies indicate spillover effects on the neighborhood 

level, meaning that what happens to one mortgage holder in the neighborhood has effects on other 

mortgage holders in spatial proximity.  Others indicate correlated effects (or cannot distinguish 

whether spillover or correlated effects are occurring), where individuals with similar characteristics 

cluster spatially, but do not influence the probability of an event occurring for a neighbor as well.  

Studies investigating these two types of neighborhood effects generally look at socioeconomic 

characteristics, property or mortgage characteristics, and/or foreclosure-related occurrences.  These 

studies will be introduced first. 

A second type of geographic factor affecting mortgage outcomes occurs at the regional or state level.  

These factors do not operate through neighborhood effects, but instead apply to larger geographies 

and impact the entire region.  Understanding these factors helps to explain what is occurring at lower 

levels of aggregation, such as the neighborhood.  Researchers have examined two main types of 

factors, housing market conditions and the regulatory framework.  Each of these will be presented and 

discussed in turn.  

In a study of two hundred metropolitan regions, increased black-white segregation was found to be a 

predictor of subprime loan originations, which are associated with higher foreclosure rates than prime 

loans.  This result was robust even after controlling for factors including the proportion minority 

residents, poverty, unemployment, credit scores, property value appreciation, and bank accessibility 

(Hyra, Squires, Renner, & Kirk, 2013).   
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Race again appears in concert with defaults, foreclosure filings and sales, and REOs on the 

neighborhood level, operationalized at the Census tract or zip code level (Coulton et al., 2008a; Ellen, 

Madar, & Weselcouch, 2012a; Ellen, Madar, & Weselcouch, 2012b; Grover, Smith, & Todd, 2008; 

Immergluck, 2010a; Lee, 2010; Niedt & Silver, n.d.).  One study found that REO maintenance has been 

substantially worse in black and Latino neighborhoods, which has the effect of replicating race-based 

neighborhood inequality in the process of recovering from the foreclosure crisis (Hwang, 2015).  For 

example, properties with more than fifteen maintenance problems were 42% more likely to occurs in 

neighborhoods of color than in white neighborhoods and 34% more likely to contain trash or debris on 

the property than in white neighborhoods (National Fair Housing Alliance, 2012). 

For the most part, these studies examine patterns on the neighborhood level but do not examine 

whether the correlated or spillover effects are occurring.  However, Chan et al. (2011) found that 

borrowers in neighborhoods with higher shares of black residents (>40%) defaulted thirty percent 

ƳƻǊŜ ƻŦǘŜƴ ǘƘŀƴ ǘƘƻǎŜ ǿƛǘƘ ƭƻǿŜǊ ǎƘŀǊŜǎ όғнл҈ύΣ ǊŜƎŀǊŘƭŜǎǎ ƻŦ ǘƘŜ ǇŀǊǘƛŎǳƭŀǊ ōƻǊǊƻǿŜǊΩǎ ǊŀŎŜΦ  ¢ƘŜȅ 

hypothesize that this is due to a contagion effect, where the stigma associated with default in the 

neighborhood decreases as default occurrences increase. A study of a county in Alabama (Tuscaloosa) 

found that foreclosures were substantially clustered in older black neighborhoods and to a lesser 

extent in white exurban neighborhoods, while wealthy white neighborhoods were comparatively 

unaffected (Lichtenstein & Weber, 2014).  Cotterman (2001) also found an association between tracts 

with higher percentages of African American residents, as well as tracts with lower average incomes, 

and higher default rates.  However he also found evidence that this association is substantially 

attributable to lower levels of property value appreciation found in black neighborhoods.  

Many researchers also found associations at the community level (again, at the tract or zip code level) 

between negative mortgage outcomes (defaults, foreclosure filings and sales, and REOs) and indicators 

of financial well-beingτmedian income, the poverty rate, and the unemployment rate (Immergluck, 

2010a; Laderman & Reid, 2008; S. Lee et al., 2010; Niedt & Silver, n.d.; Reid & Laderman, 2009; Richter, 

2008; Waddell, Davlin, & Prescott, 2011).  These relationships are all in the expected directions: lower 

median income, higher poverty rates, and higher unemployment rates are associated with higher 

defaults and foreclosures.  These studies again did not investigate whether correlated or spillover 

neighborhood effects were in evidence. 

Evidence was also found for relationships between homeowners under age 25 and increased 

foreclosure sales on the tract level (Grover et al., 2008) and lower levels of education and increased 

REOs in a tract (Niedt & Silver, n.d). 

Immergluck (2010b) found evidence for a relationship between both increasing housing stock age and 

central city location with increased REOs on the zip code level.   

The housing market within which a neighborhood is located also influences the patterns seen.  The 

relationship between decreases in housing prices and increased defaults, foreclosures, and REO levels 

is both logical and supported by evidence, as borrowers lose the ability to refinance or sell when 

mortgage debt increases above housing value (Gerardi et al., 2007; Immergluck, 2010c; Reid & 

Laderman, 2009).  Both Chan et al. (2011) and Agarwal et al. (2010) found evidence of contagion 

effects, where default rates increase in Census tracts that have higher rates of foreclosure notices and 

REO properties.  This result suggests a self-reinforcing aspect of the foreclosure problem.  Towe & 

[ŀǿƭŜȅ όнлммύ ŜȄŀƳƛƴŜŘ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ŀ ƴŜŀǊōȅ ŦƻǊŜŎƭƻǎǳǊŜ ƻƴ ŦƻǊŜŎƭƻǎǳǊŜ ƭƛƪŜƭƛƘƻƻŘΣ ŘŜŦƛƴƛƴƎ ΨƴŜŀǊōȅΩ 
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ŀǎ ǘƘŜ ǇǊƻǇŜǊǘȅΩǎ ǘƘƛǊǘŜŜƴ ƴŜŀǊŜǎǘ ƴŜƛƎƘōƻǊǎΦ  ¢ƘŜȅ ŦƻǳƴŘ ǘƘŀǘ ŀ ƻƴŜ ǳƴƛǘ ƛƴŎǊŜŀǎŜ ƛƴ ƴŜƛƎƘōƻǊƛƴƎ 

foreclosures can result in an increase in foreclosure hazard of up to 28%. Researchers found that, in 

high subprime loan neighborhoods, even traditional mortgages with low expected default rates 

experienced increased foreclosure rates (Ding, Quercia, Li, & Ratcliffe, 2011). 

Immergluck, in particular, has investigated the differences in the foreclosure crisis with respect to weak 

and strong housing markets.  Weak markets are those that had been showing decreasing, or mildly 

appreciating, home values prior to the crisisτareas such as Cleveland, Ohio and Pittsburgh, 

Pennsylvania.  Strong markets are those where high rates of housing appreciation occurred, exemplars 

being Las Vegas, Nevada and the Inland Empire in California.43  Weak market cities often had significant 

REO and vacancy levels before the foreclosure crisis, while strong market cities tended to have high 

housing demand and very low vacancy and REO levels.  In weak markets, REOs tend to be concentrated 

in the central city, while in strong markets, REOs tend to be suburbanized (Immergluck, 2009c).   

Several studies have also found evidence of housing market connectedness or clustering during the 

foreclosure crisis.  Niedt & Silver (n.d.) and Lee et al. (2010) found that foreclosures themselves cluster 

spatially. Richter & Seo (2011) found evidence for increasing intra-regional housing market 

interconnectedness during the foreclosure crisis, meaning that the impact of foreclosure-related 

disamenities is greater than would have been expected before the foreclosure crisis.  This is important 

because some negative impacts of foreclosures and REOs have spatial spillover effects, which will be 

discussed in Section 2.2.3.   

Several researchers have examined the impacts of the regulatory environment on default, foreclosure, 

and REO incidence.  With respect to the foreclosure process itself, Immergluck (2009b, 2010c) found 

that longer expected foreclosure processes reduced the number of REO properties, while longer post-

foreclosure redemption and confirmation periods increased them.   Goodman & Smith (2010) 

examined the impact of foreclosure processes on post-default loan outcomes. They found that a longer 

period between default and foreclosure was associated with fewer foreclosures, and hypothesized 

that the temporal and financial costs in these states encouraged lenders to be more selective in making 

loans.  They also found that anti-predatory lending laws reduced foreclosure and REO incidences, but 

only when the legislation had sufficiently aggressive penalties. 

Richter (2011) used a decomposition model to break foreclosure rates into the parts resulting from 

neighborhood characteristics and from the regulatory environment, using two counties in Ohio, 

Franklin and Cuyahoga, and one in Pennsylvania, Allegheny.  Within the state of Ohio, the differences 

in foreclosure rates can be mostly explained by differences in neighborhood characteristics.  However, 

between states this is not the case, indicating there is a difference on the state levelτpresumably 

regulatory.  She then did a counterfactual analysis to estimate the foreclosure rates if borrowers from 

one city were moved to another regulatory environment.  She found that the highest foreclosure 

probability borrowers, if moved from Cuyahoga County to Allegheny County, would have a reduction 

in foreclosure rate from approximately 19.7% to approximately 7.6%.  Examining Cuyahoga County 

                                                           
43 The Inland Empire is a metropolitan region in South California, located directed west of the Los Angeles 
metropolitan area.  It is referred to in the U.S. Census as the Riverside-San Bernardino-Ontario metropolitan area. 
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more closely, it can be observed that the poorest neighborhoods have an overconcentration of non-

bank mortgages,44 and that the poorest borrowers receive high-cost loans more often (Richter, 2008). 

Xu (2012) used an instance of regulatory change to examine its effect on foreclosures.  Within the City 

of Cleveland between 2002 and 2006, a statute targeting predatory lending was in place.  In November 

2006 it was overturned.  After performing several falsification tests to exclude other possible 

explanations, such as the onset of the foreclosure crisis, Xu found that the repeal of this law resulted 

in a 30% increase in subprime loans and a 40% increase in loans by subprime lenders in the City of 

Cleveland, though the total volume of loans did not significantly change.  Most importantly, he found, 

using a difference-in-difference estimation, that after repeal there was a 49% increase in loans with 

early foreclosures45 over the period before the repeal (Xu, 2012). 

2.2.3 Foreclosure Impacts 

While the foreclosure crisis has had major impacts on the national and global economy (see, for 

example, Mishkin (2008)) and on individual homeowners and households (see Kingsley et al. (2009) for 

a brief review), it has also had severe and lasting impacts on the neighborhood level.  For example, a 

report of the United States Joint Economic Committee estimated the total average cost of a single 

foreclosure at $80,000, when the homeowner, lender, servicer, neighbors, and local government costs 

are all accounted for (Joint Economic Committee, 2007).  This section reviews the literature 

investigating these neighborhood-level impacts.   

Neighborhood-level research has focused primarily on the impacts of foreclosures on property values, 

property damage, and crime.  These three impacts are strongly interlinked and isolating the three types 

of impacts from one another is not always possible.  These aspects will be reviewed in the first two 

subsections.  Impacts on municipal service provision for neighborhoods are discussed next.  These are 

also linked to the effects on property values, property damage, and crime, which affect both municipal 

revenue and municipal demand for services.  Finally, the lesser researched topic of public health 

impacts will be discussed.  Of course there may be other impacts, which may be more difficult to 

measure or capture, which have not been researched up to this point, such as impacts on 

neighborhood social cohesion. 

As will be discussed in the following section, foreclosures are neither spatially nor demographically 

evenly distributed, and thus foreclosure impacts are also not evenly distributed.  This means that 

neighborhood change resulting from these impacts will not be evenly distributed among 

neighborhoods, and that programs to reduce or mitigate these factors influencing neighborhood 

change also likely need to be spatially targeted to have optimal effect. 

Property Value Impacts  

The impact of a foreclosure on the value of the foreclosed property has been investigated since well 

before the foreclosure crisis began.  For example, Forgey et al. (1994) used a hedonic model and found 

that foreclosed properties sell at a 23% discount in comparison to properties that have not experienced 

a foreclosure, all else held equal. Research of this type focused on the foreclosed property itself, not 

                                                           
44 A non-bank mortgage is one that is made by a financial institution that offers lending but not banking 
(depositing) services. 
45 Early foreclosures are those that oŎŎǳǊ ǿƛǘƘƛƴ ол ƳƻƴǘƘǎ ƻŦ ǘƘŜ ƭƻŀƴΩǎ ƻǊƛƎƛƴŀǘƛƻƴΦ 
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ƴŜŀǊōȅ ǇǊƻǇŜǊǘƛŜǎΣ ŀƴŘ ǘƘŜƻǊƛȊŜŘ ǘƘŜǎŜ ǇǊƛŎŜ ŘƛǎŎƻǳƴǘǎ ǿŜǊŜ ǘƘŜ ǊŜǎǳƭǘ ƻŦ ŀ ΨƭƛǉǳƛŘŀǘƛƻƴ ŘƛǎŎƻǳƴǘΣΩ ǘƘŀǘ 

is, the price that is paid in order to realize a foreshortened marketing period (Shilling, Benjamin, & 

Sirmans, 1990). 

More recent research has also investigated the impacts of foreclosures on adjacent and nearby 

properties.  Researchers investigated property value spillover effects of foreclosures prior to the 

foreclosure crisis; the crisis itself spurred additional research, as the potential magnitude of effects 

greatly increased as the number of foreclosures skyrocketed.  For example, Wassmer (2011) found 

average impacts of $48,827 (31.9% of property value) per nearby home in Sacramento, California.   

While some researchers have focused on capturing the extent and magnitude of these impacts, while 

others have also attempted to explain the causal mechanism behind these impacts, be it a supply 

effect, a valuation effect, a disamenity effect, or a combination thereof.  Understanding the 

mechanism(s) through which the negative effects of foreclosures occur is necessary to properly 

develop prevention and mitigation responses. 

There are many ways to investigate the property value spillover effects of foreclosures, with 

researchers choosing to focus on specific elements, such as time, space, non-linearities, and model 

type.  As with all neighborhood effects research, there are many methodological difficulties that can 

cast doubt on results, such as missing variables and spatial autocorrelation.  Though these issues are 

ƎƛǾŜƴ ƻƴƭȅ ōǊƛŜŦ ŀǘǘŜƴǘƛƻƴ ƘŜǊŜΣ ǘƘŜƛǊ ǇƻǘŜƴǘƛŀƭ ƛƳǇŀŎǘ ǎƘƻǳƭŘ ōŜ ƪŜǇǘ ƛƴ ƳƛƴŘΦ CǊŀƳŜΩǎ нлмл ƭƛǘŜǊŀǘǳǊŜ 

review on the effects of foreclosures on property values discusses some of these in more detail, 

particularly the influence of model specification. 

Researchers have used various spatial specifications to investigate the spillover effects of foreclosures 

on property values.  Most have used concentric, as-the-crow-flies distances, and have found 

exponentially decreasing impacts as distance from the foreclosed property increases (Gerardi, 

Rosenblatt, Willen, & Yao, 2012; Harding, Rosenblatt, & Yao, 2009; Immergluck & Smith, 2006b; Lin, 

Rosenblatt, & Yao, 2009; Shlay & Whitman, 2006)Φ  CƻǊ ŜȄŀƳǇƭŜΣ {Ƙƭŀȅ ϧ ²ƘƛǘƳŀƴΩǎ нллс ǎǘǳŘȅ ƻŦ 

home sales in 2000 in Philadelphia found large effects:  a reduction of $7,627 per property within 150 

feet of a foreclosure, the impact of which fell as distance increased, with no impact beyond 450 feet, 

approximately the length of a Philadelphia city block.  Immergluck & Smith (2006b) investigated the 

impacts of foreclosures in Chicago during 1999 and found, under conservative assumptions, that each 

foreclosure within an eighth of a mile (200m) reduced property value by .9%, totaling an average of 

$159,000 per foreclosure.  Harding et al. (2009) found a reduction of .6% for properties within an eighth 

of a mile of a foreclosure, approximately one-third less than Immergluck & Smith (2006).  Within 300 

feet (90 m) of the foreclosed property, the property value reduction was 1.3% (Harding et al., 2009).   

The aggregate impact of the impacts on nearby property values is staggering.  Using Immergluck & 

SmithΩǎ όнллсb) coefficient of -.9%, the Center for Responsible Lending estimated an average price 

decrease of $8,667 for each of 40.6 million homes, adding up to a $352 billion reduction in property 

values nationwide (Center for Responsible Lending, 2008). 

Defining neighborhood effects using concentric rings poses theoretical concerns.  Recalling the 

discussion concerning the definition of neighborhood in Sections 2.1.1 and 2.1.2, it is difficult to argue 

that a straight-line distance approach fulfills even a mildly realistic concept of neighborhood.  Kobie & 

Lee (2011) attempted to address this issue by using the face block, that is, the houses on both sides of 

one street, bounded by intersecting streets on each end, as the neighborhood unit.  This 



47 
 

operationalization captures neighborhood better than studies using Census or other more arbitrary 

neighborhood boundaries.  They found a 1.7% decrease in sales prices for homes on the same face 

block as a foreclosure in Cuyahoga County.  

Kobie & Lee (2011) also investigated whether the property value impact of a foreclosure varied by 

housing submarket.  They found that the property value penalties for each SheriffΩǎ Sale on the face 

block were -2.3%, -4.4%, and -3.0%, for the City of Cleveland, other Cuyahoga County municipalities, 

and the entire county, respectively.  Whitaker & Fitzpatrick (2011) also studied the impact of 

foreclosures and vacancies in Cuyahoga County, and found that in the case of a tax delinquent 

foreclosed property, the property value penalty for nearby properties is greatest in the inner suburbs, 

in comparison to the City of Cleveland and outer suburbs.  They also examined the impact of 

foreclosures on property values by neighborhood poverty level, and found that low poverty 

neighborhoods experienced larger penalties than medium poverty neighborhoods (-4.6% and -2.7%, 

respectively).  The picture in high poverty neighborhoods is more complex:  properties near foreclosed 

homes experience a minor price increase, but properties near tax delinquent foreclosed homes 

experience a -7.6% penalty.  The authors hypothesize that lenders selectively foreclose in high poverty 

neighborhoods by foreclosing only on more valuable and desirable properties that justify the costs of 

foreclosure accrued by the lender (Whitaker & Fitzpatrick IV, 2013). 

Finally, some studies have accounted for possible spatial dependencies between neighborhoods.  

These include Kobie & Lee (2011) and Leonard & Murdoch (2009).  Leonard & Murdoch (2009) 

examined the impact of foreclosures on property values over four different distance intervals:  within 

250 feet, within 500 feet, within 1000 feet, and within 1500 feet (approximately 75m, 150m, 300m, 

and 450m).  Like others, the impacts were greatest closest to the foreclosed property (-$1,666) and 

declined monotonically as distance increased.   However, when controlling for spatial dependency, 

impacts beyond 500 feet were no longer significant (Leonard & Murdoch, 2009). 

A second dimension that has been investigated concerning the effect of foreclosures on nearby 

property values is time.  Understanding the role of time is essential in order to correctly target 

foreclosure interventions. Lin et al. (2009) examined the role of the time elapsed since the foreclosure 

occurred, in combination with distance from the foreclosure.  They found that within 500 meters of 

the foreclosed property, the property value impacts are significant as far as the 5-10 year time range.  

Examining only distance, they found a significant effect up to 900 meters away, with a maximum 

penalty of -9.7% within 100 meters of the foreclosed home, which drops off quickly and then declines 

slowly to approximately -1.0% at 800 to 900 meters away.  Combining the distance and time factors, 

they found evidence of negative effects on property values up to three kilometers away when the 

foreclosure occurred less than two years previously. Between two and five years the effects can be 

seen within a 600 meter radius, and between five and ten years the effects are limited to a 400 meter 

radius (Lin et al., 2009).  Gerardi et al. (2012) found limited price impacts (-0.5% to -1.0%), which 

peaked before the foreclosure process was completed and disappeared within a year of resale to a 

new homeowner.  In contrast, Han (2013)τwho examined the effect of vacancies rather than that of 

foreclosuresτfound that both the magnitude and operative distance of the disamenity effect of vacant 

properties increased with the duration of the vacancy period.  

Kobie & Lee (2011) examined the impact of time after a foreclosure filing occurs.  They found that the 

negative effect on nearby properties begins one year after the foreclosure filing occurs on a property 

in both the suburbs of Cuyahoga County and the county as a whole. This variable was not significant 
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within the City of Cleveland (Kobie & Lee, 2011).46 Translated into dollar amounts, the property value 

penalty in Cuyahoga County suburbs is approximately -$4,340 per foreclosure filing within the face 

block.   However, this variable should be considered carefully:  one year out from a foreclosure filing, 

many of these filings will have gone on to a SheriffΩǎ ǎale, another variable includŜŘ ƛƴ YƻōƛŜ ϧ [ŜŜΩǎ 

model.  It may be that the foreclosure filing one year previous variable is, in reality, a less accurate 

proxy foǊ {ƘŜǊƛŦŦΩǎ ǎales and thus (partially) detects the same phenomenon.  Similarly, Gerardi et al. 

(2012) found that negative price impacts on nearby properties peaked after the foreclosure suit had 

been filed but before the foreclosure process was completed and disappeared within a year of resale 

to a new homeowner.   

Schuetz et al. (2008) examined the marginal effect of foreclosure filings.  In addition to finding 

corroborative evidence for the space and time relationships discussed above, they found that 

foreclosure filings have a nonlinear effect on property sale prices.  For example, between 250 and 500 

feet from a foreclosure filing (75 to 150 m), one to two filings did not have a significant effect on sales 

prices, but three or more filings did.  Between 500 and 1000 feet (300 to 600 m) no effect was observed 

for five or fewer filings, but six or more filings were associated with a reduction in nearby sale prices 

of -2.8% (Schuetz, Been, & Ellen, 2008).  Lin et al. (2009) also found evidence for a scale effect by 

comparing the price penalties during boom and bust periods of the housing market cycle, and found 

that the effects were more pronounced during weak housing market periods when more foreclosures 

occurred. 

Gerardi et al. (2012) examined the price impacts of foreclosures for the fifteen largest metropolitan 

statistical areas in the U.S. This research also examined the role of vacancy and property condition.  

They found that vacant foreclosed properties had a negative effect approximately twice as large as an 

occupied foreclosed property (-1.1% compared to -0.6%).  With respect to property condition, negative 

effects were present only for properties in below average condition and for which no information on 

property condition was available.  In fact, foreclosed properties described as above average condition 

had a significant positive effect on nearby home sale prices (Gerardi et al., 2012).  Mikelbank (2008) 

carried out a similar study in Columbus, Ohio, and found that foreclosures impact properties within 

250 feet (75 m) by approximately -2%, while vacant properties within the same distance have an 

impact of approximately -3.5%.  Although a large proportion of foreclosed properties were both vacant 

ŀƴŘ ƛƴ ōŜƭƻǿ ŀǾŜǊŀƎŜ ŎƻƴŘƛǘƛƻƴ ŘǳǊƛƴƎ ŀƴŘ ŀŦǘŜǊ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎΣ DŜǊŀǊŘƛ Ŝǘ ŀƭΩǎ όнлмнύ ŀƴŘ 

aƛƪŜƭōŀƴƪΩǎ όнллуύ ǎǘǳŘƛŜǎ ǇǊƻǾƛŘŜ ŜǾƛŘŜƴŎŜ ǘƘŀǘ Ŏŀƴ ƘŜƭǇ ƎǳƛŘŜ ǇƻƭƛŎȅ ǊŜǎǇƻƴǎŜǎτnamely that from 

a property value impact perspective, foreclosures themselves are less problematic than vacant and 

undermaintained properties.  

Sumell (2009) found that nearby foreclosures depress the sale prices of foreclosed properties 

themselves.  That is, for each percentage increase in foreclosures, the discount on the sale of a 

foreclosed property increases by 4.5%.  This indicates that the price-depressing effect of foreclosures 

is self-reinforcing.  It is also a reason why foreclosure impacts are spatially concentrated in particular 

neighborhoods. 

Researchers have proposed several possible mechanisms through which the foreclosure discount on 

nearby properties occurs.  There are three major theories:  (1) the supply effect, in which foreclosed 

                                                           
46 However, as discussed earlier in this section, Sheriff Sales did have an effect on nearby property values within 
the City of Cleveland. 
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properties increase the supply of houses on the market and thus shift the equilibrium point of the 

supply-demand curve; (2) the valuation effect, where foreclosed properties, which themselves sell at 

significant discounts, impact the appraised value of nearby properties through the comparable sales 

valuation approach;47 and (3) the disamenity effect, where negative externalities associated with the 

foreclosed property negatively impact the desirability of nearby properties and thus lower their prices 

(Lee, 2008).  

For the most part, researchers have found evidence indicative of the disamenity effect as the 

mechanism that results in lower nearby house prices; however these studies do not actively investigate 

which mechanism is occurring (Campbell, Giglio, & Pathak, 2011; Clauretie & Daneshvary, 2009; 

Gerardi et al., 2012; Harding et al., 2009; Leonard & Murdoch, 2009).  Though Lin et al. (2009) 

hypothesize that the negative price effects of foreclosures are due to the comparable sales pricing 

model, their model is not specified in a way that allows the mechanism to be discerned.  Hartley (2011) 

attempted to separate the supply and disamenity factors by comparing the impacts of nearby single-

family foreclosures and multi-family foreclosures on single-family properties. His reasoning was that 

single family foreclosures add to the supply of single-family properties on the market, while multi-

family foreclosures do not add to the single-family market supply.  However, both can influence nearby 

single-family property sale prices via a disamenity effect.  The results indicated that the vacancy rate 

of the tract determines the dominant mechanism:  in low-vacancy tracts, he observed a 1.6% reduction 

in single-family home prices due to a supply effect, and no reduction due to a disamenity effect.  In 

high-vacancy tracts, he observed a 2% reduction due to a disamenity effect, and no reduction due to 

a supply effect (Hartley, 2010). 

These changes in property values are important:  as nearby properties lose value, nearby ƘƻƳŜƻǿƴŜǊǎΩ 

equity is reduced.  These homeowners themselves may experience financial difficulties, for example 

due to job loss, resulting in their inability to make mortgage payments.  The lower the equity in the 

property, the less likely the distressed homeowner will be able to sell or refinance the property, and 

the more likely the homeowner will experience foreclosure.  This foreclosure, in turn, will reduce 

nearby property values, continuing the cycle of devaluation and increasing the likelihood of additional 

foreclosures. 

Property Damage & Crime Impacts 

Another important negative consequence of foreclosures is increased property damage and crime.  

Based on the research on foreclosure-induced property devaluation mechanisms, it can be seen that 

there is strong evidence indicating that it is not so much the foreclosure itself that causes these adverse 

effects; rather, it is due to the property damage and crime disamenities that are strongly associated 

with the occurrence of a foreclosure.   

Property damage and crime are a primary negative effect of concentrated foreclosures on 

neighborhoods.  Often, vandals strip the property, removing anything of value in the houseτcopper 

pipes and wiring, hardwood floors, aluminum siding.  Once this has occurredτwiring and pipes ripped 

out of the walls, no exterior protection to the structure, the property usually becomes unsalvageable, 

                                                           
47In the U.S., properties are professionally appraised for both sale and tax purposes.  A key part of the appraisal 
process is the use of comparables, which are nearby properties with similar characteristics.  The recent sales 
prices of these properties are used to set a benchmark for determining the appropriate valuation of the property 
in question. 



50 
 

worth much less than it would cost to repair it (National Vacant Properties Campaign, 2005; Kingsley, 

Smith, & Price, 2009; Wilson & Paulsen, 2010).  Unsecured properties invite squatters and other 

activities, including drug use, prostitution, and, as reported to me in Cleveland, an instance of goats 

being kept inside a vacant house with the objective of harvesting their manure for fertilizer (Gardner, 

May 11, 2011; Kingsley et al., 2009; Wilson & Paulsen, 2010). These users (excluding the goats) 

sometimes build indoor fires for warmth or lightτaccording to the National Vacant Properties 

Campaign, more than $73 million in property damage was incurred nationwide as the result of over 

12,000 fires in vacant properties (2005). 

To set the stage for this discussion of property damage and crime resulting from foreclosures, it is 

ƛƳǇƻǊǘŀƴǘ ǘƻ ƴƻǘŜ ǘƘŜ ƪŜȅ ǊƻƭŜ ōƭƛƎƘǘ ŀƴŘ ŎǊƛƳŜ Ǉƭŀȅ ƛƴ ǊŜǎƛŘŜƴǘǎΩ ǇŜǊŎŜǇǘƛƻƴǎ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘ ǉǳŀƭƛǘȅΦ  

Greenberg (2009) investigated the role of neighboǊƘƻƻŘ ǇǊƻōƭŜƳǎ ƛƴ ǊŜǎƛŘŜƴǘǎΩ ǇŜǊŎŜǇǘƛƻƴǎ ƻŦ 

neighborhood quality.  He found that crime and blight were the major determinants of a perception 

of poor neighborhood quality, and without exception, when both crime and blight were present, the 

neighborhood was rated as poor quality by residents.  Asking residents what problem was most 

important in their neighborhoods, 72% rated their neighborhoods as poor named crime or blight.  In 

contrast, residents who rated their neighborhoods as fair were more concerned with the absence of 

recreational facilities and poor-quality schools, in addition to crime.  Using a discriminant analysis, 

Greenberg found that the presence or absence of litter and trash, abandoned houses, factories, and 

other businesses, occupied buildings in poor and dangerous condition, vandalism, and drug-related 

crime in the neighborhood had the largest associations with negative evaluations of neighborhood 

quality.  The results show that rectifying blight and crime problems is a necessary prerequisite step 

before other improvements (such as improved schools, recreational areas, and other public services) 

will affect perceived neighborhood quality (Greenberg, 1999).  The key influence blight and crime play 

in directing neighborhood change should not be underestimated when designing policies to address 

the neighborhood impacts of the foreclosure crisis. 

Cui (2010) examined crime and foreclosures in Pittsburgh, Pennslyvania, and found that foreclosures 

themselves did not affect crime, but that vacancies were associated with a 15% increase in violent 

crime. However this study is unable to determine causality, because the independent and dependent 

variables are measured simultaneously.48  However, Stucky et al. (2012) found that prior year 

foreclosures predicted both violent and property crime in Indianapolis, Indiana.  Breaking these 

categories into specific crime descriptions, foreclosures were seen to predict increases in aggravated 

assault and burglaries in particular, but not robberies, larcenies, or vehicle thefts (Stucky, Ottensmann, 

& Payton, 2012).  As well, Baumer et al. (2012) examined the causal relationship between foreclosures 

and crime in fifty large U.S. cities.  They found positive relationships between foreclosures and robbery, 

and foreclosures and burglary.  However, they noted that these relationships varied significantly in 

magnitude across cities, and added additional variables to investigate this.  They found that foreclosure 

and robbery are more closely linked in cities where the foreclosure rate is lower and socioeconomic 

disadvantage is high.  The relationship between foreclosure and burglary is stronger in cities where 

new housing construction is limited and the police force size has decreased by a larger amount 

(Baumer, Wolff, & Arnio, 2012). 

Immergluck & Smith (2006a) examined the relationship between foreclosures and crime in Chicago, 

Illinois.  They found a significant, positive relationship between foreclosures and crimeτa one 

                                                           
48See Kirk & Hyra (2012) for a discussion of this issue. 
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standard deviation increase in foreclosures (approximately 2.8 foreclosures per 100 owner-occupied 

properties) resulted in a 6.7% increase in violent crime in the Census tract.  With respect to property 

crime, they found no significant relationship, though they noted the coefficient was positive and 

speculated that the lack of significance may be due to underreporting (Immergluck & Smith, 2006a).  

Goodstein & Lee (2010) also found evidence that foreclosures increase burglary, larceny, and 

aggravated assault, estimating total nationwide community costs of at least $17.4 billion. 

Katz et al. (2013) investigated foreclosures and crime in Glendale, Arizona, which is part of the Phoenix 

metropolitan area.  They added a timelag component to the study in order to capture the duration of 

any foreclosure-induced crime impacts, and also examined both pre- and post- housing crisis periods.  

Prior to the crisis, one additional foreclosure in the Census block resulted in thirty additional calls for 

service to the police per one thousand residents. After the crisis, an additional foreclosure resulted in 

nineteen additional calls for service.  They found that these impacts on crime were short-term:  for 

total, property, and violent crimes the effect lasted three months; for drug-related crime the effect 

lasted four months (Katz, Wallace, & Hedburg, 2013). 

It is possible that the short-term nature of the crime effect reported by Katz et al. (2013) applies only 

ƛƴ ŎŜǊǘŀƛƴ ŎƻƴǘŜȄǘǎΣ ŘŜǇŜƴŘƛƴƎ ƻƴ ǘƘŜ ƳŜǘǊƻǇƻƭƛǘŀƴ ŀǊŜŀΩǎ ƘƻǳǎƛƴƎ ƳŀǊƪŜǘ ǎǘǊŜƴƎǘƘΦ  The study by Katz 

et al. (2013) takes place in Phoenix, Arizona, a strong housing market area.  In contrast, Immergluck & 

{ƳƛǘƘΩǎ όнллрύ ǎǘǳŘȅ όǿƘƛŎƘ ŘƛŘ ƴƻǘ ƛƴŎƭǳŘŜ ŀ ǘŜƳǇƻǊŀƭ ŎƻƳǇƻƴŜƴǘύ ŜȄŀƳƛƴŜŘ ǘƘŜ /ƘƛŎŀƎƻ 

metropolitan area, which can be described as a mixed marketτit experienced some housing market 

appreciation, but also began experiencing increased foreclosures significantly before the foreclosure 

crisis began nationwide.  In strong markets, foreclosed properties are often quickly purchased and re-

occupied, while in mixed and weak markets the vacancy period can extend much longer, possibly until 

the structure is demolished (Swanstrom, Chapple, & Immergluck, 2009).  Given this, and the links 

between vacancy, property damage, and crime, it is quite possible that increased crime due to 

foreclosures will last longer in mixed market areas and even more so in weak market areas, such as 

the Cleveland metropolitan area. 

Municipal Services Impacts 

The impacts discussed in the previous sectionτcrime and blightτcreate increased service needs for 

the neighborhoodτamong these, increased court costs associated with foreclosure proceedings, 

increased police presence (for patrolling affected areas and to carry out evictions), more city-provided 

maintenance to care for and secure abandoned properties (securing properties, grass cutting, garbage 

removal), and increased need for demolitions, to name a few (Hartman & Robinson, 2003; Kingsley et 

al., 2009; Mallach, Mueller Levy, & Schilling, 2005; McFarland & McGahan, 2008; Rothstein, 2008; 

Schilling, 2009).  Additionally, residents displaced as a result of foreclosure may need increased 

temporary assistance services, though the evidence for this is mixed and many displaced residents 

double up with friends or family rather than relying on public services (Burt, 2001; McFarland & 

McGahan, 2008; Rothstein, 2008). 

Apgar et al. (2005) conducted a case study on the municipal costs of foreclosure in the City of Chicago.  

They documented 26 individual costs incurred by 15 governmental units while performing services 

related to foreclosures.  These range from simple, inexpensive tasks such as recording the deed 

transfer to large and complex costs such as demolition ($6,000 per unit) and fire suppression ($14,000 

per fire) (Apgar, Duda, & Gorey, 2005).   
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In a second related report, Apgar & Duda (2005) presented five common foreclosure scenarios in the 

City of Chicago and presented the costs associated with each.  These are listed below in Table 2.1 to 

give an impression of the possible cost scenarios experienced by municipalities when dealing with 

foreclosures. 

Table 2.1:  Municipal Costs under Various Foreclosure Scenarios  
Source:  Apagar & Duda (2005) 

Scenario Expected Cost to 

Municipality 

Vacant & Secured Property $430 

Vacant & Unsecured Property $5,358 

Vacant & Unsecured Property, Demolition Planned $13,542 

Property Abandoned before Foreclosure Complete $19,227 

Abandoned Property Damaged by Fire $34,199 

 

Simultaneously, as neighborhoods require additional services, the municipal tax base used to fund 

services decreases as properties decrease in value and more homeowners have difficulty paying their 

property taxes.  Post-foreclosure owners are often difficult to track down and frequently do not pay 

their property taxes or properly maintain their properties (Rothstein, 2008). In addition to the 

municipal services listed above, public schools are funded primarily through property tax in many parts 

of the U.S. and thus are significantly affected, meaning that primary education in general in areas with 

high levels of foreclosure is negatively impacted. 

Public Health Impacts 

The final type of foreclosure impact is that which affects public health.  Considering the impacts 

described in the preceding pages, several possible public health concerns come to mind:  the negative 

consequences of increased stress and uncertainty for homeowners, the psychological impacts of 

displacement on homeowners, their families, and tenants living in properties that are foreclosed upon, 

and the increased likelihood of injury resulting from the increase in poorly-secured vacant buildings. 

Early in the crisis, the public health impacts of foreclosures was extremely under-researched.  Bennett 

Ŝǘ ŀƭΦΩǎ нллф ŀǊǘƛŎƭŜ ǎǘŀǘŜŘ ǘƘŀǘΣ ŀǎ ƻŦ mid-2009, no research examining the public health impacts of the 

foreclosure crisis had been carried out.  In their article, the researchers hypothesize that the 

foreclosure crisis may have significant public health impacts, hypothesize a mechanismτbased on the 

evidence that stressful life events precede episodes of depression, and also encourage unhealthful 

behaviors as coping mechanismsτand suggest integrating public health-oriented efforts into 

mortgage delinquency intervention programs (Bennett, Scharoun-Lee, & Tucker-Seeley, 2009). 

Since then, some studies have linked foreclosure incidence and negative health occurrences.  

Researchers found evidence that individuals experiencing foreclosure have higher incidences of 

depression, insomnia, hunger, lower health status, and less access to health resources (Alley et al., 

2011; Crump, 2013; McLaughlin et al., 2012; Osypuk, Howard Caldwell, Platt, & Misra, 2012).  In a 

ǉǳŀƭƛǘŀǘƛǾŜ ǎǘǳŘȅΣ Ƴƻǎǘ ǊŜǎǇƻƴŘŜƴǘǎ ǊŜǇƻǊǘŜŘ ŜȄǇŜǊƛŜƴŎƛƴƎ ŦƻǊŜŎƭƻǎǳǊŜ ŀǎ ŀ άƭƻƴƎ ǘŜǊƳ ǎǘŀǘŜ ƻf crisis 

ŀƴŘ ǎǘǊŜǎǎέ (Crump, 2013, p.154).  Two public health articles investigated whether living in areas where 

foreclosure incidence is higher has an effect on health.  Currie & Tekin (2011) found that 
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neighborhoods with a sudden increase in foreclosures have significantly increased in hospital visits for 

both emergencies and preventable conditions, and that this increase falls disproportionately on 

minorities.  Schootman et al. (2012) found that female breast cancer survivors were 2.39 as likely to 

rate their health as fair or poor when they lived in high foreclosure risk areas.  Children in households 

experiencing foreclosure experience depression and other mental health issues more often, and 

display statistically significant declines in academic performance (Bowdler, Quercia, & Smith, 2010).   

Using a database covering sixteen states, a recent study determined that the incidence of suicides 

triggered by severe housing distressτi.e. due to foreclosures and evictionsτdoubled between 2005 

and 2010.  Nearly 80% of the suicides occurred before the actual foreclosure or eviction took place, 

and the suicides were overwhelmingly white (87%) and male (79%) (Fowler, Gladden, Vagi, Barnes, & 

Frazier, 2015). 

A Center for Disease Control and Prevention dispatch found an association between foreclosures and 

human West Nile virus infections, which increased 276% from the summer of 2006 to the summer of 

2007, with non-maintained swimming pools of foreclosed properties determined to be the likely 

disease vector (Reisen, Takahashi, Carroll, & Quiring, 2008).     

A review of the exigent research concerning the health impacts of foreclosures (35 studies) found that 

32 (91%) found evidence of negative health effects.  These studies measured a variety of health 

impacts:  mental health outcomes (24 studies/75%), physical health outcomes (10 studies/31%), health 

behaviors (4 studies/13%), and domestic violence and child abuse (3 studies/9%).  Five of the thirty-

five studies examined the public health impacts of foreclosures on the neighborhood level, with three 

finding statistically significant relationships.  However, all but three of the studies were judged to be 

at risk of bias, as none had an experimental of quasi-experimental research design and few used 

instrumental variables to address this shortcoming (Tsai, 2015). 

2.3 Neighborhood Change & Residential Mortgage Foreclosures 

The discussion above makes clear many of the impacts foreclosures can have on the neighborhoods in 

which they occur.  When enough foreclosures occur in spatial and temporal proximity, they can result 

in neighborhood change.  Since the purpose of this research is to determine whether foreclosure 

interventions may be able to stop, slow, or reverse undesirable neighborhood change, and in which 

particular contexts, it is necessary to first examine the literature on neighborhood change.  Please 

recall the use of the terms neighborhood change and neighborhood in the neighborhood change 

literature (and thus within this section) differs from that used in the remainder of this document.  For 

additional clarification refer to Section 1.3.1. 

This section first briefly discusses defining neighborhood change, followed by an introduction of major 

neighborhood change theories and related empirical work for each.  Following this, the limited 

literature on the relationship between foreclosures and neighborhood change is reviewed in greater 

detail.   

2.3.1 Defining Neighborhood Change 

Despite being an important research topic in several disciplinesτeconomics, sociology, geography, 

and urban planningτthere is no clearly stated, agreed upon definition for the concept of 

neighborhood change.  In fact, there is no one agreed upon term for the phenomenon.  Various 
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ǊŜǎŜŀǊŎƘŜǊǎ ŀƴŘ ŀǊǘƛŎƭŜǎ ǊŜŦŜǊ ǘƻ άƴŜƛƎƘōƻǊƘƻƻŘ ŎƘŀƴƎŜΣέ άǊŜǎƛŘŜƴǘƛŀƭ ǎǳŎŜǎǎƛƻƴΣέ ƴŜƛƎƘōƻǊƘƻƻŘ 

ǊŜǾƛǘŀƭƛȊŀǘƛƻƴΣέ άƴŜƛƎƘōƻǊƘƻƻŘ ŘŜŎƭƛƴŜΣέ ŀƴŘ άƴŜƛƎƘōƻǊƘƻƻŘ ǎǘŀōƛƭƛǘȅΣέ ǘƻ ƭƛǎǘ ǘƘŜ Ƴƻǎǘ ŎƻƳƳƻƴ ǘŜǊƳǎΦ  

Like defining neighborhood itself, one can make overly broad, impractical statementsτάŀƴȅ ŎƘŀƴƎŜ ƛƴ 

a neighōƻǊƘƻƻŘέτor one can easily slip into normative definitions that privilege one dimension of 

neighborhood over another.  

In fact, most articles addressing neighborhood change do not define neighborhood change as a 

concept.  Even those articles which are reviews of major theories of neighborhood change generally 

omit this matter.  In most cases, empirical research on neighborhood change simply states the 

indicator used to capture neighborhood change, without clarifying exactly what this proxy represents 

or what advantages and disadvantages it has.  Temkin & Rohe (1996) critically note that researchers 

tend to focus on the variable or concept of neighborhood change germane to their fieldτproperty 

ǾŀƭǳŜǎ ŀƴŘ ƛƴŎƻƳŜ ŦƻǊ ŜŎƻƴƻƳƛǎǘǎΣ ǘƘŜ ŀǊŜŀΩǎ ǊƻƭŜ ƛƴ ǘƘŜ ƎǊŜŀǘŜǊ Ƴetropolitan context for sociologists, 

and spatial phenomena for geographers.  This can be problematic, because many research questions 

require a clear theoretical construct in order to effectively create and test hypotheses about 

neighborhood change. 

This is not to say that no efforts to define neighborhood change have occurred. Schwirian (1983) 

ǿǊƛǘŜǎΣ άCǊƻƳ ǘƘŜ ōǊƻŀŘŜǊ ǇŜǊǎǇŜŎǘƛǾŜ ŀƴȅ ŎƘŀƴƎŜ ƛƴ ǇŜƻǇƭŜΣ ǇƭŀŎŜΣ ƛƴǘŜǊŀŎǘƛƻƴ ǎȅǎǘŜƳΣ ǎƘŀǊŜŘ 

identification, or public symbols represents a type of neighborhood chŀƴƎŜέ όǇΦупύΦ  {ƻŎƛƻƭƻƎƛǎǘǎ ŀƴŘ 

human ecologists of the Chicago School perspective assume that any change in the population or 

composition of the neighborhood will affect the other aspects of the neighborhood.  These researchers 

focus on population changes due to birth, death, and in- and out-migration as the predominant 

mechanisms underlying neighborhood change (Schwirian, 1983). 

Many researchers investigating neighborhood change examine it from an economic perspective and 

thus use economic indicators as their proxy for neighborhood health or status.  For example, 

researchers have used the poverty rate (Galster & Mincy, 1993), income (Gould Ellen & O'Regan, 2008), 

and home values (Rosenthal, 2008) to approximate neighborhood health.   Zielenbach (2000) created 

an index incorporating property value, per capita income, and residential loan volume to capture 

neighborhood conditions.  He chose these indicators in order to account for both the economic 

conditions of the residents and the extent to which the neighōƻǊƘƻƻŘ ƛǎ ƛƴǘŜƎǊŀǘŜŘ ƛƴǘƻ ǘƘŜ ŎƛǘȅΩǎ 

market system; that is, to account for both the situation of the residents and of the place itself.  

!ƛǘƪŜƴ όмффлύ Ǉƻƛƴǘǎ ƻǳǘ ǘƘŀǘ ƛƴŎƭǳŘƛƴƎ ǊŜǎƛŘŜƴǘǎΩ ǇŜǊŎŜǇǘƛƻƴǎ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘ ŎƘŀƴƎŜ ƛǎ ŜǎǎŜƴǘƛŀƭΦ  IŜ 

criticizes the general lack of user perspective in considering neighborhood change and its effects.  To 

my knowledge, this shortcoming continues in neighborhood change research.  Presumably this is 

primarily due to the ease of using larger-scale, pre-prepared quantitative data such as U.S. Census data 

or proprietary neighborhood data available for purchase.  

Hunter (1979) argues for neighborhood change research germane to policy, stating that to avoid being 

a purely descriptive field analysis must connect neighborhood change to the larger forces of society.  

Not only what and how Ƴǳǎǘ ōŜ ŘŜǘŜǊƳƛƴŜŘΣ ōǳǘ ŀƭǎƻ άΦ Φ Φ ǿƘŀǘ Ƴǳǎǘ ōŜ ŎƘŀƴƎŜŘ ǘƻ ŀƭǘŜǊ ǘƘŜ ǎŜǉǳŜƴŎŜ 

ǘƻ ƳŀȄƛƳƛȊŜ ŀƭǘŜǊƴŀǘƛǾŜ ǾŀƭǳŜǎΣ ŀƴŘ Ƙƻǿ ǘƻ Řƻ ƛǘέ όǇΦнтпύΦ  /ŀǳǘƛƻƴƛƴƎ ŀƎŀƛƴǎǘ ǾƛŜǿƛƴƎ ƴŜƛƎƘōƻǊƘƻƻŘǎ 

as wholly passive entities subject to the effects of larger economic, political, and social forces, he 

suggests researchers investigate neighborhood change by examining their roles in and effects on the 

larger urban system. 
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In this study I have selected the percent change in total residential property value as the indicator for 

neighborhood change in the quantitative model.  Thus, it can be said that the quantitative component 

is more place focused than resident focused. However, I have integrated the perceptions of 

neighborhood residents into this examination of neighborhood change, particularly in the qualitative 

phase and as well when interpreting the results of the quantitative model.  Thus this research includes 

both a place-based and a resident-based analysis, which I hope adds to and further legitimizes this 

ǎǘǳŘȅΩǎ ŎƻƴŎƭǳǎƛƻƴǎΦ 

2.3.2 Theories of Neighborhood Change 

Historically there have been three major categories of neighborhood change models:  ecological, 

subcultural, and political economy.  Each of these model types focuses on a different geographic level 

and mechanism of neighborhood change.   Two other types of neighborhood change models, the 

synthetic model and tipping models, will be introduced here as well.  

Ecological Models 

Ecological models originated with the Chicago School sociologists, who likened neighborhood 

transition to the transition of natural areas, with the key element of change being population change.  

These models are predicated on neighborhood change being a natural process based in economic 

rationalism where various groups and land uses compete for desirable space, analogous to species 

invasion and succession (Pitkin, 2001).  

Invasion-succession models are conceptualized in two ways:  the push model, where one group 

άǇǳǎƘŜǎέ ǘƘŜ ƻǊƛƎƛƴŀƭ ƎǊƻǳǇ ƻǳǘ ό.ǳǊƎŜǎǎΣ мфнрύ ŀƴŘ ǘƘŜ ŦƛƭǘŜǊƛƴƎ ƳƻŘŜƭΣ ƛƴ ǿƘƛŎƘ ǊŜǎƛŘŜƴǘǎ ŀǊŜ άǇǳƭƭŜŘέ 

to better quality housing (Hoyt, 1933).  Push factors include perceived and real changes in crime and 

safety, environmental pollution and degradation, the proximity of undesirable land uses, decreases in 

public services, and changing demographics in the neighborhood, such as racial change. Pull factors 

include the availability of newer, more modern houses, the movement of jobs to other areas of the 

city, and increased proximity to amenities such as shopping and recreational space (Solomon & 

Vandell, 1982).  Thus, neighborhood change is seen to be a natural and beneficial process:  as new 

housing is built, households filter to these preferable units, which then allows the next group of 

households to filter up to the units vacated by the first group, and so, resulting in improved housing 

across all groups (Temkin & Rohe, 1996).   

The neighborhood life cycle model extends the invasion-succession model, and can be conceptualized 

as a series of invasion-succession occurrences.  Posited by Hoover & Vernon (1959), the neighborhood 

life cycle model is comprised of five stages:  development, transition, downgrading, thinning out, and 

renewal, though not all areas necessarily go through all five stages and some may repeat stages.   

A second type of ecological model focuses more on consumer choices and are known as bid-rent or 

border models (Temkin & Rohe, 1996). Bid rent models posit that households trade off space and travel 

time in selecting housing locations:  those closer to the center have increased costs per spatial unit, 

but reduced travel costs (measured in time), and those farther from the center are cheaper per spatial 

unit but have increased travel costs.  Border models are similar, but include social factors, such as 

income or neigborhood racial composition, as well (Pitkin, 2001). 
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Ecological models can be criticized as being overly deterministic.  In this view, neighborhood change is 

inevitable and natural, which implies that intervention is unnecessary and likely counterproductive.  As 

well, neighborhood change is seen as beneficial for all, with everyone moving up the housing quality 

ladder as new houses are constructed and households filter through the existing stock.  These models 

lend support for policies to increase the housing supply through new construction and to increase the 

mobility of those in lower quality housing and neighborhoods, which can be observed in many U.S. 

housing policies, such as Moving to Opportunity for those receiving housing assistance, and tax credits 

and other incentives to spur new building (Pitkin, 2001; Temkin & Rohe, 1996).  However, these policies 

ƛƎƴƻǊŜ ǘƘŜ ǊŜƳŀƛƴŘŜǊ ƻŦ ǘƘŜ ƴŜƛƎƘōƻǊƘƻƻŘ ǊŜǎƛŘŜƴǘǎ ǿƘƻ Řƻ ƴƻǘ ΨŦƛƭǘŜǊ ǳǇΣΩ ŘƛǎŎƻǳƴǘǎ ǘƘŜ ŀƎŜƴŎȅ ƻŦ 

residents and stakeholders by accepting all neighborhood change as natural and predetermined, and 

ignores non-economic factors such as social ties that bind individuals to neighborhoods. 

Researchers using ecological models of neighborhood change often use economic models.  These 

models incorporate variables such as the age of the housing stock, housing size, socioeconomic 

characteristics, crime rates, and distance to the central city. They tend to use a measure of relative 

neighborhood economic status, such as resident income or property values, relative to the 

metropolitan average, as the dependent variable intended to capture neighborhood change (Coulson 

& Bond, 1990; Schwab, 1987; Rosenthal, 2008).   

Sub-Cultural Models 

Drawing on critiques of the deterministic, economically-focused ecological models (Pitkin, 2001), 

subcultural models focus on the role of human agency and resident actions in determining 

neighborhood change, with an important role assigned to identity-based subcultures, such as ethnic 

groups (Gans, 1968; Suttles, 1972)Φ  {ǳōŎǳƭǘǳǊŀƭƛǎǘǎ ŀǊŜ ƛƴŦƭǳŜƴŎŜŘ ōȅ CƛǊŜȅΩǎ όмфпрύ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ǳǊōŀƴ 

space, which includes sentiment and symbolism as an element essential to defining and shaping urban 

space (Pitkin, 2001; Temkin & Rohe, 1996).  Rather than focusing on external forces, as in ecological 

models, sub-cultural models focus on forces from within the neighborhood itself, such as leadership, 

identity, social networks, and active decision-making roles (Schwirian, 1983)Φ  ¢ƘǳǎΣ άƴƻƴŜŎƻƴƻƳƛŎ 

factors such as social networks, socially determined neighborhood reputations, and the degree to 

ǿƘƛŎƘ ƴŜƛƎƘōƻǊǎ ŦŜŜƭ ŀ ǎŜƴǎŜ ƻŦ ŀǘǘŀŎƘƳŜƴǘ ǘƻ ǘƘŜƛǊ ŎƻƳƳǳƴƛǘȅ ƛƴŦƭǳŜƴŎŜ ŀ ƴŜƛƎƘōƻǊƘƻƻŘΩǎ ǎǘŀōƛƭƛǘȅ 

ƻǾŜǊ ǘƛƳŜέ (Temkin & Rohe, 1996, p.162).   

Subculturalists point to the fact that not all neighborhoods in a city take the same trajectory over time.  

¢ƘǳǎΣ ǘƘŜ ŜŎƻƭƻƎƛŎŀƭ ƳƻŘŜƭǎ Ƴǳǎǘ ōŜ ƳƛǎǎƛƴƎ ǎƻƳŜǘƘƛƴƎΣ ƻǊ ǘƘŜ ŎƛǘȅΩǎ ƴŜƛƎƘōƻǳǊƘƻƻŘǎ ƻǳƎƘǘ ǘƻ Ŧƻƭƭƻǿ 

the same paths, separated only by the time lags between when the houses were initially constructed.  

Subculturalists identify local neighborhood identity as the missing aspect in the neighborhood change 

process.  Neighborhoods with stronger identities and stronger social networks will remain viable, while 

those lacking identity and social capital are more likely to decay (Temkin & Rohe, 1996). 

Subcultural models also view neighborhoods as heterogenousτthat is, not all neighborhoods have the 

same character, and not all neighborhoods are equally appealing to all residents (Pitkin, 2001).  

Residents choose to move to or remain in a neighborhood for reasons such as the sense of place, a 

local subculture within which they feel comfortable, and sentimental ties, in addition to weighing the 

costs of inhabiting the structure (Pitkin, 2001). 
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Thus, subcultural models of neighborhood change support neighborhood preservation policies that 

strengthen local identity and networks and work to preserve, or revive, the character of the 

neighborhood.  These policies focus on strengthening and supporting the neighborhood from inside, 

using the resources of the neighborhood itself, its people, their agency, and its particular 

characteristics, be they historic, cultural, locational, or other (Temkin & Rohe, 1996).  The influences 

of subcultural models of neighborhood change can be seen in policy initiatives that use terms such as 

άŀǎǎŜǘ ōǳƛƭŘƛƴƎέ ŀƴŘ άŎƻƳǇǊŜƘŜƴǎƛǾŜ ŎƻƳƳǳƴƛǘȅ ƛƴƛǘƛŀǘƛǾŜǎέ (Pitkin, 2001, p.8). 

Research that uses subcultural theories of neighborhood change are often ethnographies of particular 

neighborhoods.  These generally include in-depth qualitative investigations of neighborhood 

subcultures.  Urban sociologists often study neighborhood change using subcultural theories as well; 

quantitative models attempt to capture aspects such as social capital, local institutional infrastructure, 

the level of community interactions and neighboring, trust, and neighborhood identity (Schwirian, 

1983; Temkin & Rohe, 1998). 

Political Economy Models 

The last of the major theoretical neighborhood change models, political economy models center on 

the role of larger political and economic forces in determining the development course of 

neighborhoods.  These models are based in neo-Marxian analysis of production, accumulation, and 

space (Pitkin, 2001).  The foundational theory of this vein (proposed by Molotch (1976)) is the urban 

growth machine theory, in which coalitions of urban elites seek to capture and retain economic power 

by promoting real estate and population growth (Logan & Molotch, 2007; Molotch, 1976). 

These models of neighborhood change look at neighborhood change as neither a natural process nor 

a process that can be determined from within the neighborhood (Temkin & Rohe, 1996).  Political 

economy models situate neighborhood change within the larger urban structure and changes that 

occur within it.  It explores the linkages between economic and political institutions and actors and 

business and housing markets (Schwirian, 1983). In this view, the factors and decisions affecting 

neighborhoods and neighborhood change are made by a group of elites who control the land and 

financial interests of a metropolis.  Neighborhood change occurs as the result of a conflict between 

exchange valueτthat is, the potential profit from the exchange of a commodity, in this case landτ

ŀƴŘ ǳǎŜ ǾŀƭǳŜΣ ǘƘŜ ǳǘƛƭƛǘȅ ƻŦ ǘƘŜ ƎƻƻŘΣ ƛƴ ǘƘƛǎ ŎŀǎŜ ǳǎƛƴƎ ƛǘ ŀǎ ƻƴŜΩǎ ƴŜƛƎƘōƻǊƘƻƻŘΦ  ¦ǎŜ ǾŀƭǳŜ ƛƴŎƭǳŘŜǎ 

aspects such as attachment to place and the value of social interactions.  Neighborhood stability occurs 

when exchange and use values match (Temkin & Rohe, 1996). 

Political economic models of neighborhood change place the controlling factors outside the realm of 

the neighborhood itself.  However, unlike ecological models, they view the state and institutions as 

affecting neighborhood change.  Thus, institutional policy changes, such as the Community 

Reinvestment Act (CRA), which requires banks to lend in the areas they have branches and was 

designed as a response to redlining, are considered the appropriate policy tools for influencing and 

controlling neighborhood change (Temkin & Rohe, 1996). 

Research using political economic frameworks occurs in a variety of disciplines, including sociology, 

geography, and political science.  Examples of research investigating neighborhood change using 

political economic theories examining the impacts of redlining and tax depreciation schedules on 

neighborhood changeτhow these larger policies play out at the neighborhood level (Schwirian, 1983).  
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Other political economic research traces relationships between globalization and the related economic 

restructuring to changes at the neighborhood level, for example as the result of manufacturing job loss 

(Pitkin, 2001).  Schwirian (1983) describes neighborhood change research from the political economic 

perspective as descriptive and inductive, though later research expanded to quantitative modelling 

(Galster, Mincy, & Tobin, 1997) and case studies (Aalbers, 2006; Smith, Caris, & Wyly, 2001) as well.   

Synthetic Models 

Several researchers have conceptualized a model of neighborhood change which incorporates aspects 

of all three major model types, known as the synthetic model or social capital model of neighborhood 

change (Pitkin, 2001).  These models are in response to shortcomings of the individual models, namely 

that each formulation independently is (1) overly simplistic, (2) focuses on either exogenous or 

endogenous factors, but never both, and (3) cannot be applied on both a micro- (neighborhood) and 

macro- (city or regional) scale (Galster, 1987; W. Grigsby, Baratz, Galster, & Maclennan, 1987; Temkin 

& Rohe, 1996; Temkin & Rohe, 1998; Zielenbach, 2000).  Each of the three major model types discussed 

above rely on one primary type of causal mechanism to explain the phenomena of neighborhood 

change.  It is unsurprising that reliance on any one mechanism would fall short in describing something 

as complex as the changing situations of neighborhoods within the urban context. 

¢ŜƳƪƛƴ ŀƴŘ wƻƘŜΩǎ όмффсύ ǎȅƴǘƘŜǘƛŎ ƳƻŘŜƭ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘ ŎƘŀƴƎŜ ƛƴǘŜƎǊŀǘŜǎ ǘƘŜ ŜŎƻƭƻƎƛŎŀƭΣ 

subcultural, and political economic models into one model where the various factors proposed in each 

of these model types influence neighborhood change and one another.   While others have proposed 

similar models of neighborhood change that combine aspects of the three major theories, these other 

models do not include mechanisms through which various influences interact with and influence one 

another (Temkin & Rohe, 1996).  Temkin and Rohe stress the importance of neighborhood social 

relations, but caution that they are a necessary but not sufficient condition for longer-term 

neighborhood stability.  The ability of neighborhood residents and representatives to reach out to 

institutional and political actors and leverage resources is key to maintaining neighborhood stability, 

which itself requires a strong neighborhood social fabric.  

¢ŜƳƪƛƴ ŀƴŘ wƻƘŜΩǎ όмффсύ ƳƻŘŜƭ ƛƴŎƭǳŘŜǎ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŦŀŎǘƻǊǎ ǘƘŀǘ ƛƴŦƭǳŜƴŎŜ ƭƻƴƎ-term neighborhood 

change: 

¶ national economic, social, and political conditions, 

¶ metropolitan area maturation,  

¶ metropolitan-level economic, social, and political characteristics, 

¶ the nature and extent of metropolitan-level changes,  

¶ locational, physical, and social characteristics of neighborhoods, 

¶ neighborhood-level maturational forces, 

¶ short-term changes in neighborhood-level physical and social characteristics, 

¶ perceptions of short-term neighborhood-level changes, 

¶ the responses of institutional actors, and 

¶ the responses of local residents (p.166). 

With respect to policy implications, Temkin and Rohe (1996) note the opposing purposes of ecological 

model-influenced and subcultural model-influenced policies.  They note that policies with an 

underlying ecological theory of neighborhood change advocate individual-based responses that assist 
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individuals in weaker neighborhoods move to stronger neighborhoods, while those with an underlying 

subcultural theory advocate place-based responses that seek to strengthen the social fabric and 

identity of weaker neighborhoods.  Given this, they suggest context-specific policy responses; that is, 

to tailor responses to each neighborhood, depending on its to current characteristics.  They suggest 

that a neighborhood with either a weak social fabric or a lack of political power should be organized 

to strengthen this weakness; but a neighborhood lacking both a strong social fabric and political power 

may be a good candidate for voluntary deconcentration of residents (Temkin & Rohe, 1996). 

Tipping Models 

Threshold, or tipping, models are a subtype of neighborhood change model.  The difference between 

these models and those described above is in the form of the relationship between various factors and 

neighborhood change, and a subsequent change in the way neighborhood change is modelled, rather 

than a difference in the underlying theory concerning the change mechanism.  Thus, tipping models 

can be used to quantitatively implement any of the theories described above. 

Tipping models were initially used to explain racial change in neighborhood composition (Goering, 

1978; Schelling, 1971).  The hypothesis is that there exists a threshold value that, once reached, triggers 

more rapid and perhaps unstoppable changes (Galster, Quercia, & Cortes, 2000; Schelling, 1971).  

These models are based in behavioral theories, including theories of collective socialization, corner 

solutions, collective efficacy, gaming, preference, and contagion models (Galster et al., 2000; Quercia 

& Galster, 2000).   

vǳŜǊŎƛŀ ŀƴŘ DŀƭǎǘŜǊΩǎ όнлллύ ǊŜǾƛŜǿ ƻŦ ǘƘǊŜǎƘƻƭŘ ƳƻŘŜƭǎ ǳǎŜŘ ƛƴ ƴŜƛƎƘōƻǊƘƻƻŘ ŎƘŀƴƎŜ ǊŜǎŜŀǊŎƘ 

indicates thaǘ ŀ άǘƛǇǇƛƴƎ Ǉƻƛƴǘέ ŜȄƛǎǘǎ ŦƻǊ Ƴŀƴȅ ŦŀŎǘƻǊǎΣ ƛƴŎƭǳŘƛƴƎ ǊŀŎƛŀƭ ŎƘŀƴƎŜΣ ƛƴŎƻƳŜ ǎǳŎŎŜǎǎƛƻƴΣ ƘƛƎƘ 

school dropout rates, college completion, wages and income, welfare exits, poverty duration, hours of 

work, employment, and teen childbearing.  Developing a model of neighborhood change that 

incorporates a threshold effect can be accomplished by adding a spline specification, rather than the 

usual linear specification, for the variable suspected to have a threshold relationship with 

neighborhood change.  However, Quercia & Galster (1997) draw attention to four factors which 

complicate the matter:  (1) the geographic scale at which the threshold effect occurs (recall the MAUP 

problem discussed earlier in this chapter); (2) whether the effect occurs on an absolute or relative level 

(i.e. does the count or the proportion matter); (3) whether the relationship is continuous or 

discontinuous, and thus which mathematical specification is appropriate; and (4) the time at which the 

impacts occur.  All of these factors make capturing threshold effects difficult in practice. 

Research has not been conducted on the possibility of a threshold effect for foreclosures; however, 

Børsum (2010) has carried out theoretical work on the potential for contagious mortgage default and 

research exhibiting evidence of the self-reinforcing nature of foreclosures, such as Agarwal et al. 

(2010), Chan et al. (2011), and Towe & Lawley (2010), may also be indicative of a threshold effect. 

2.3.3 Foreclosures & Neighborhood Change 

A significant body of research establishes links between neighborhood change and foreclosures. For 

example, researchers have found that both decreasing neighborhood median household income and 

increasing black homeownership rates increase the foreclosure rate of a neighborhood (Cotterman, 

2001), and that an increasing unemployment rate increases both the default and foreclosure rate 

(Baxter & Lauria, 2000; Williams, Beranek, & Kenkel, 1974).  Examining the relationship from the other 
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direction, increased foreclosures are associated with increased neighborhood change as indicated by 

increased crime rates, decreased property values, and increased housing market segregation (Baxter 

& Lauria, 2000; D. Immergluck & Smith, 2006; Immergluck & Smith, 2006b; Leonard & Murdoch, 2009).   

Others found that the presence of certain neighborhood characteristics impact the rate of 

neighborhood change.  Factors that are associated with increasing the pace of neighborhood change 

include larger shares of multifamily housing, lower income households, higher rates of residential 

mobility, and poor initial housing construction quality (Grigsby, 1963; Metzger, 2000).  

Examining the impact of foreclosure rates on neighborhood change using a lagged model, Li & Morrow-

Jones (2010) found that higher foreclosure rates are associated with increases in the black population 

proportion, the female-headed household rate, median household income,49 and the unemployment 

rate.  These changes are indicative of increased resident turnover, signifying neighborhood change.  In 

particular, it appears that black residents and female-headed households either move in or 

disproportionately remain in neighborhoods that have experienced higher levels of foreclosures.  This 

study examined neighborhood change at the block group level, the smallest geography used by the 

U.S. Census.50  This is a lower level of aggregation than generally used in quantitative neighborhood 

research and is more likely to capture effects than research using more aggregated neighborhood 

units. 

Li & Morrow-Jones (2010) assert that these results point to the possibility of increased residential racial 

segregation and residential concentration of poverty as the result of foreclosures.  This evidence 

supports the research carried out by Lauria (1998) on foreclosures and neighborhood racial transition 

in New Orleans, Louisiana.  He used a political economic theory of neighborhood change to link larger 

economic changes (an economic recession and related sectoral shifts in the metropolitan economy) to 

changes in neighborhoods by means of a case study. He found that foreclosures occurred due to job 

loss, which then accelerated neighborhood change by means of racial transition when black 

homeowners purchased the foreclosed properties (Lauria, 1998). 

In a follow-up to Lauria (1998), Lauria & Baxter (1999) used a panel design to investigate the 

relationships between race, foreclosures, and neighborhood change at the Census block group level in 

New Orleans. They found that foreclosures increase the rate of neighborhood racial transition, 

particularly in neighborhoods with low incomes and with a pre-existing and increasing black population 

(Lauria & Baxter, 1999). 

Several researchers hypothesize that foreclosures and neighborhood change have a cyclical 

relationship; however, modeling this proves difficult.  Both Baxter & Lauria (2000) and Li (2006) have 

used statistical modeling techniques to investigate this, with the results indicating that there are 

significant relationships between foreclosures and neighborhood change in both directions.  Baxter & 

Luria (2000) used Structured Equation Modeling (SEM), a quantitative technique that allows for 

bidirectional relationships between endogenous variables.  This method allows the investigation of a 

cyclical effect between factors.  Again investigating New Orleans, they found that residential 

                                                           
49 Upon further investigation, the positive relationship between foreclosures and increased median incomes is 
limited to a subset of neighborhoods that experienced significant redevelopment during the time period of the 
study.  After excluding these neighborhoods, the relationship between foreclosures and median income is 
negative. 
50 Census Block Group populations range from approximately 600 to 3,000 people; the Census lists 1,500 people 
as the optimal size. 
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foreclosures increased the process of racial transition in neighborhoods, and that as abandonment and 

racial transition increased (due to increased unemployment), foreclosures increased.  They observed 

that foreclosures had the greatest impact on neighborhood change, in the sense of racial succession, 

in neighborhoods that had previously growing, but limited, black populations (Baxter & Lauria, 2000). 

Li (2006) circumvented the issue of a bidirectional relationship between foreclosures and 

neighborhood change by temporally isolating the two relationships using Iterated Seemingly Unrelated 

Regression (ITSUR).  She found that neighborhood characteristics affect foreclosures, specifically 

educational attainment levels, median household income, and the average proportion of income spent 

on housing costs.  Her study examined both Cuyahoga County and Franklin County (Columbus), Ohio, 

and found that racial composition and rates of change have an effect on foreclosures in Cuyahoga but 

not Franklin County.  Examining the relationships from the opposite direction, foreclosures were seen 

to affect later neighborhood education levels, female-headed household rate, and the poverty rate.  

She cautioned that though the use of panel data allowed the two directions of the relationship to be 

isolated, there are factors not accounted for by the model, such as changes in policy and potential 

missing variables that could confound the relationships (Li, 2006). 

Foreclosures, Crime, and Neighborhood Change 

Wilson & Paulsen (2010) present a theory connecting concentrated foreclosures to neighborhood 

decline, with blight and crime being the primary path mechanisms.  They conceptualize property 

deterioration as a two-stage process:  the first stage occurs before foreclosure, when the property 

owner encounters financial difficulties and stops maintaining the property.  The second stage occurs 

after foreclosure, when the property is vacant.  Their theory begins with blight, which encourages 

crime, which creates more blight in a mutually reinforcing cycle, which then cause additional problems 

to the neighborhood (Wilson & Paulsen, 2010).   

In the first stage, prior to foreclosure and repossession, properties may deteriorate in several ways.   

Owners are often unable or unwilling to continue maintenance and upgrading activities on the 

property, which can in some cases result in substantial structural damage (Hartman & Robinson, 2003).  

In many cases this lack of maintenance is externally visible, creating a negative externality for nearby 

properties.  In some cases owners facing foreclosure or eviction take valuable components of the 

house with themτfor example sinksτor intentionally damage the property (Wilson & Paulsen, 2010).  

In the case of rental properties, landlords sometimes continue collecting rent while forgoing all 

necessary upkeep and repairs. 

The second stage occurs once the property is vacant.  The lack of maintenance and repairs continues, 

and deterioration increases and becomes more severe, especially when precautions such as turning 

off the water supply to the property are not taken (Kingsley et al., 2009).   In the case of concentrated 

ŦƻǊŜŎƭƻǎǳǊŜǎΣ ǘƘŜ ǊŜǎǳƭǘ ƛǎ άƴŜƛƎƘōƻǊƘƻƻŘǎ ǇƭŀƎǳŜŘ ōȅ ŜƳǇǘȅΣ ŦƻǊŜŎƭƻǎŜŘ ƘƻǳǎŜǎ ǎŜƴŘώƛƴƎϐ ǘƘŜ signal 

that the neighborhood has been abandoned and that the properties are ripe for unrestrained and 

ǳƴŘŜǘŜŎǘŜŘ ŎǊƛƳƛƴŀƭ ŀŎǘƛǾƛǘȅέ (Wilson & Paulsen, 2010, p.19).   

aŜŀƴǿƘƛƭŜΣ ǘƘŜ ƴŜƛƎƘōƻǊƘƻƻŘΩǎ ǎƻŎƛŀƭ ŦŀōǊƛŎ ƛǎ ǿŜŀƪŜƴŜŘΦ  wŜǎƛŘŜƴǘǎΩ ǇŜǊŎŜƛǾŜŘ Ǌƛǎƪ ƻŦ ŎǊime 

ǾƛŎǘƛƳƛȊŀǘƛƻƴ ƛƴŎǊŜŀǎŜǎ ŀǎ ǾŀŎŀƴŎƛŜǎ ƛƴŎǊŜŀǎŜ ŀƴŘ ǘƘŜ ƴŜƛƎƘōƻǊƘƻƻŘΩǎ ŀǇǇŜŀǊŀƴŎŜ ŘŜǘŜǊƛƻǊŀǘŜǎΦ  ¢Ƙƛǎ 

perception leads to a desire to escape and some residents moving out.  As residents leave the 

neighborhood, the number of vacant structres increases and the distance between residents grows, 
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resulting in fewer social interactions.  This cycle becomes entrenched and self-reinforcing (Rountree & 

Land, 1996). 

Wilson & Paulson present this theory of foreclosure, crime, and neighborhood change as an 

accelerated version of the neighborhood lifecycle model of neighborhood change:   

Mass and clustered foreclosure can alter [the neighborhood lifecycle] model in the sense that 

stages are advanced through quickly because the households in the neighborhoodhave little 

or no population in them and therefore no guardian to protect and invest in them; if the initial 

construction quality of these houses is poor or average, it could be accelerated even more. In 

either case, once a neighborhood has reached the downgrading stage, crime begins to move 

in and acts as a reinforcing factor, both hastening and deepening neighborhood decline 

(Wilson & Paulsen, 2010, p.26). 

Though the authors analogize their model to the neighborhood lifecycle model, an ecological theory 

of neighborhood change, they point to the important role of outside factors in neighborhood change 

dynamics as is the case in political economy models.  For example, in this discussion both the larger 

foreclosure and economic crises and the impact of these crises on municipal service delivery are larger 

forces that play out on the neighborhood level. 

2.4 Foreclosure Prevention & Mitigation Responses  

Given the significant, and often severe, impacts of foreclosures on individuals, neighborhoods, and 

localities, many responses have been launched to counteract them.  These responses have occurred 

at many levelsτfederal, state, regional, county, municipal, and neighborhoodτand initiatives from 

various levels often influence and interact with one another.  These relationships are sometimes 

positive, for example federal funding of local initiatives, and sometimes negative, for example when 

federal or state governments nullify lower level legislative changes. 

These responses can be categorized into two categories:  pre- and post-foreclosure responses, which 

focus on prevention and mitigation, respectively.  The responses take many forms:  from programs and 

legislative changes to neighborhood clean-ups organized on the block level.  I use the term responses 

to capture both programs and policy changes. 

This section will first discuss federal level efforts, which include both prevention and mitigation efforts.  

Second, state level responses will be introduced.  These responses are primarily regulatory and 

legislative responses.  Third, local level responses are discussed, which are again divided into 

foreclosure prevention efforts and foreclosure mitigation efforts. 

2.4.1 Federal Responses 

¢ƘŜ ¦Φ{Φ ƎƻǾŜǊƴƳŜƴǘΩǎ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎ Ƙŀǎ ōŜŜƴ ŎƘŀǊŀŎǘŜǊƛȊŜŘ ōȅ ŀ ǿƛŘŜ ǾŀǊƛŜǘȅ ƻŦ 

responses.  There have been a particularly large number of foreclosure prevention programs, though 

they have seen very limited success.   These programs will be introduced, discussed, and criticized 

below.   

With respect to foreclosure mitigation efforts, the federal government has had a more focused and 

successful response, which is comprised of a funding effort that channels money to states and 

municipalities, an REO acquisition program, and increased tenant protections.  However, these efforts 
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have been criticized as unwieldy and insufficient to address the problems at hand.  They will be 

introduced, discussed, and critiqued below.   

Third, the federal regulatory response has been characterized by many legal and policy change 

recommendations, and one major legislative act.  However, for the most part these changes were 

either not instituted, or instituted in a weakened form.   As well, for the most part these changes will 

affect future occurrences and do not affect the current crisis (an overview of these recommendations 

and changes was given in Section 1.1.4). In some instances the federal government also stepped in by 

nullifying state legislation aimed at countering or responding to the foreclosure crisis.  These changes 

and preemptions will be discussed in Section 2.4.2.   

Finally, the federal response is considered as a whole and critiqued. 

Federal Foreclosure Prevention Programs 

Various branches, agencies, and departments of the U.S. federal government have rolled out a variety 

of foreclosure prevention programs, beginning in October 2007.  The programs have attempted to 

avert foreclosures by refinancing or modifying mortgage loans.  These programs have been 

characterized by voluntary participation by servicers, sometimes with financial incentives; some refer 

ǘƻ ǘƘƛǎ ŀǇǇǊƻŀŎƘ ŀǎ άŀƭƭ ŎŀǊǊƻǘΣ ƴƻ ǎǘƛŎƪΦέ  IƻƳŜƻǿƴŜǊ ŜƭƛƎƛōƛƭƛǘȅ Ƙŀǎ ǾŀǊƛŜŘ ōȅ ǇǊƻƎǊŀƳΦ  ¢ƘŜ ǾŀǊƛƻǳǎ 

programs are very briefly introduced in this section; for more thorough descriptions and criticisms, 

please consult Immergluck, 2013; Fields, Libman, & Saegert, 2010, pp.669-672; Gerardi & Li, 2010; 

(Immergluck et al., 2011; McCoy, 2010; or U.S Department of Housing & Urban Development, 2010.  

Some programs, particularly those that are updates or modifications of previous programs, are omitted 

here.  As well, many aspects of the programs are left out in order to keep this summary brief. 

¢ƘŜ ŦŜŘŜǊŀƭ ƎƻǾŜǊƴƳŜƴǘΩǎ ŦƛǊǎǘ ŦƻǊŜŎƭƻǎǳǊŜ ǇǊŜǾŜƴǘƛƻƴ ǇǊƻƎǊŀƳ ǿŀǎ CI!{ŜŎǳǊŜΣ ǿƘƛŎƘ ƭŀǳƴŎƘŜŘ ƛƴ 

September 2007.  Borrowers with on-time payment histories prior to an interest rate reset of an ARM 

loan were eligible to refinance into a fixed-rate loan, provided that the reset occurred during the 

foreclosure crisis time period (Fields et al., 2010).  These eligibility criteria, coupled with a lack of 

servicer interest due to the write-down requirement,51 resulted in limited success (McCoy, 2010).  By 

November 2008, only 4,212 refinances had been made (of a targeted 80,000); the program was 

discontinued in December 2008 (Gerardi & Li, 2010). 

The Hope Now Alliance, formed in 2007, is a collaborative effort of mortgage companies, counseling 

agencies, and investors, with the U.S. federal government playing a supportive role (Mallach, 2009).  

In many ways the Hope Now effort was a public information campaign, with mailers and 

advertisements encouraging homeowners to call a toll-free number to receive credit counseling (Fields 

et al., 2010; Immergluck et al., 2011).  The campaign also included efforts to get borrowers into a 

repayƳŜƴǘ ǇƭŀƴΣ ŀ άǎǘǊŜŀƳƭƛƴŜŘέ ǾƻƭǳƴǘŀǊȅ ƭƻŀƴ ƳƻŘƛŦƛŎŀǘƛƻƴ (Immergluck, 2013)Σ ŀƴŘ ǘƘŜ ά¢ŜŀǎŜǊ 

CǊŜŜȊŜǊέ ǇƭŀƴΣ ǿƘƛŎƘ ŜƴŎƻǳǊŀƎŜŘ ǎŜǊǾƛŎŜǊǎ ǘƻ ŦǊŜŜȊŜ ǘƘŜ ƛƴǘǊƻŘǳŎǘƻǊȅ ǊŀǘŜ ŦƻǊ ŦƛǾŜ ȅŜŀǊǎΣ ŀǇǇƭƛŎŀōƭŜ ǘƻ 

a small subset of subprime mortgagors (Gerardi & Li, 2010). Though nearly 4.4 million loan workouts 

occurred in just under a two year period, two-thirds during the first year consisted of repayment plans, 

                                                           
51 A write-down is an industry term for the negative revaluation of assets.  For example, under the FHASecure 
plan, servicers were required to write-down the value of a refinanced loan by 3% or 10%, depending on the 
specific borrower.  Servicers must report write-downs as losses, and are thus wary to make them, regardless of 
the current market value of an asset. 
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which resulted in increased, rather than decreased, debt obligations for homeowners. During the 

second year about half the workouts were loan modifications, however, these modifications also rarely 

reduced the monthly payment or the principal of the loan (U.S. Department of Housing & Urban 

Development, 2010). 

As a part of the Hope Now Alliance effort, Congress approved funding for NeighborWorks America, a 

nonprofit organization, for foreclosure prevention counseling.  NeighborWorks America then passed 

funding along to states, who funded local agencies to carry out the counseling (Mallach, 2009).  This 

effort was referred to as the National Foreclosure Mitigation Counseling program (NFMC).  Through 

2011, the program had been granted $500 million in funds (Immergluck, 2013).  Funds continue to be 

disbursed, with seventh round funding for $70.1 million announced in April 2013.  

The HOPE for Homeowners (H4H) was launched with the passing of the Housing and Economic 

Recovery Act (HERA) of 2008, which allocated it $300 billion.  H4H was intended to help 400,000 

homeowners by refinancing them into 30- or 40-year fixed rate FHA loans (Fields et al., 2010; Gerardi 

& Li, 2010; Mallach, 2009).  However, its complexity, stringent eligibility requirements, write-down 

ǊŜǉǳƛǊŜƳŜƴǘǎ ŦƻǊ ǎŜǊǾƛŎŜǊǎΣ ŀƴŘ ǘƘŜ ǇǊƻƎǊŀƳΩǎ ƛƴŀōƛƭƛǘȅ ǘƻ ŘŜŀƭ ǿƛǘƘ ǘƘŜ ŎƭŀƛƳǎ ƻŦ ƧǳƴƛƻǊ ƭƛŜƴ ƘƻƭŘŜǊǎ52 

caused it to be an abject failure (U.S. Department of Housing & Urban Development, 2010; Gerardi & 

Li, 2010; Immergluck, 2013; Immergluck et al., 2011; McCoy, 2010).  Seven months into the program it 

had received only 752 applications and had resulted in one mortgage modification (Fields et al., 2010). 

The FDIC53 [ƻŀƴ aƻŘƛŦƛŎŀǘƛƻƴ tǊƻƎǊŀƳΣ ƻǊ άaƻŘ ƛƴ ŀ .ƻȄΣέ ōŜƎŀƴ ƛƴ !ǳƎǳǎǘ нллуΦ  ¢Ƙƛǎ ǇǊƻƎǊŀƳ 

modified loans of borrowers at least sixty days delinquent to a 38% debt-to-income (DTI) ratio by 

following a set series of steps including arrears capitalization, interest rate reduction, term extension, 

and finally principal reduction. Each subsequent step was only invoked if the DTI remained above 38%.  

Servicers received $1000 for each loan modification.  While this program was relatively effective, it 

had narrow terms of eligibility and thus had a limited impact (Gerardi & Li, 2010; McCoy, 2010).  The 

Federal Housing Finance Agency (FHFA) initiated a similar program in 2008, the Homeownership 

Preservation Policy, which had larger coverage but did not apply to private loans, which most subprime 

loans are (Gerardi & Li, 2010; McCoy, 2010).  Both programs were criticized for applying only to 

seriously delinquent mortgages and ignoring underwater loans (McCoy, 2010).  

TARP, the Troubled Assets Relief Program, was authorized in October 2008.  It included provisions that 

would allow funds to be allocated to assist troubled homeowners, i.e. through foreclosure prevention 

counseling, but the funds were not used to do so by the Bush administration.  Though the Obama 

administration did use some of the second disbursement for foreclosure prevention counseling, much 

of this had not be spent by mid-2012 (Immergluck, 2013).   

!ƴƴƻǳƴŎŜŘ ƛƴ CŜōǊǳŀǊȅ нллфΣ ǘƘŜ hōŀƳŀ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴΩǎ aŀƪƛƴƎ IƻƳŜ !ŦŦordable (MHA) program 

includes several foreclosure prevention components.  The Home Affordable Refinance Program (HARP) 

sought to offer refinancing to four to five million homeowners, while the Home Affordable 

Modification Program (HAMP) was intended to offer modifications to three to four million 

                                                           
52 Junior lien holders hold second or third mortgages (junior mortgages) on a property.  In order for a loan to be 
refinanced or modified, junior lien holders must agree as well.  Many nontraditional mortgages originated leading 
up to the foreclosure crisis included second or third mortgages.  H4H was not designed to be able to handle these 
mortgages (Immergluck, Alexander, Balthrop, Schaeffing, & Clark, 2011). 
53 Federal Deposit Insurance Corporation 
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homeowners (Immergluck, 2010b; Immergluck, 2013).  HARP increased the loan-to-value ceiling for 

GSE refinancing, allowing underwater homeowners to refinance into low interest rates, a problem not 

well addressed by previous federal foreclosure prevention efforts (U.S. Department of Housing & 

Urban Development, 2010; Immergluck, 2013).  As of May 2012, 1.3 million HARP refinances had 

occurred, much less than the targeted number, though the program will run through 2015 (Federal 

Housing Finance Agency, 2012).   

HAMP encouraged mortgage modifications by offering servicers incentives to modify a loan to a 

maximum of a 31% DTI.  Borrowers who were current on their mortgage were eligible for a trial 

modification lasting three to six months; after a successful trial modification they would receive a 

permanent modification with a reduced interest rate for five years.  Additionally or alternatively, 

borrowers could receive a term extension or a principal reduction, though interest rate reductions 

were most common (U.S. Department of Housing & Urban Development, 2010; Gerardi & Li, 2010).  

This program provided a protocol for loan modifications, with the intention of speeding up the process 

(Immergluck et al., 2011).  Though the ǇǊƻƎǊŀƳ ƛƴŎƭǳŘŜŘ άƳŀƴŘŀǘƻǊȅέ ƳƻŘƛŦƛŎŀǘƛƻƴ ǘǊƛƎƎŜǊǎΣ ƛƴ ǇǊŀŎǘƛŎŜ 

servicers had many possible avenues to avoid these (Immergluck, 2013).  As well, reports of servicer 

noncompliance were routinely ignored (Barofsky, 2012).  Despite these issues, a study released in 2012 

found that HAMP modifications redefaulted significantly less than non-HAMP modifications.  By 

quarter, HAMP 12-month redefault rates ranged from approximately 17% to 20%, while non-HAMP 

12-month redefault rates ranged from approximately 31% to 36%.  A major reason for these 

differences is that HAMP modifications decrease monthly mortgage payments by $300 more per 

month, on average, than non-HAMP modifications (Walsh, 2012). 

Additional programs were later added to MHA in encourage other loan workout solutions:  the second 

lien modification program (2MP), to modify junior loans; Home Affordable Foreclosure Alternatives 

(HAFA), to encourage short sales and deeds-in-lieu of foreclosure; the Home Affordable 

Unemployment Program (UP), to address unemployment as a foreclosure trigger through forbearance; 

and the Principal Reduction Alternative (PRA), to encourage principal reduction on modifications 

(Immergluck, 2013). 

It was hoped that HAMP would result in three to four million permanent mortgage modifications.  

However, only 59% of trial modifications became permanent modifications, and many HAMP-eligible 

loans did not receive modifications in the first place (Agarwal et al., 2012).  As of April 2013, 

approximately 1.19 million permanent modifications had been achieved (of slightly over two million 

trial modifications), well short of the stated goal (Fannie Mae, 2013).  However, this is unsurprising 

ǿƘŜƴ ƻƴŜ ŎƻƴǎƛŘŜǊǎ ǘƘŜ ǇǊƻƎǊŀƳΩǎ ǎǘǊǳŎǘǳǊŜΣ ǿƘƛŎƘ Ǉǳǘ ǘƘŜ ƳƻŘƛŦƛŎŀǘƛƻƴ ŘŜŎƛǎƛƻƴ ƛƴ ǘƘŜ ƘŀƴŘǎ ƻŦ 

servicers.  Servicers, who do not own the loan, earn money by administering the loanτfrom collecting 

payments and late fees, as well as from foreclosing.  Thus, servicers could maximize profit by collecting 

payments from borrowers during a trial modification, then denying a permanent modification, after 

which they could collect late fees and past-due payments that accrued during the trial period; and 

finally by foreclosing on the property (Barofsky, 2012). 

The Hardest Hit Fund (HHF) is a series of funding rounds available to states most deeply affected by 

the foreclosure and economic crises.  The first round (HHF1) of $1.5 billion was awarded in February 

of 2010.  It went to the five states with housing price index drops of over 20%:  Arizona, California, 

Florida, Michigan, and Nevada.  The second round (HHF2), awarded an additional $600 million in March 

of 2010, focused on aiding states impacted most by unemployment:  all of the HH1 states plus North 
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Carolina, Ohio, Oregon, Rhode Island, and South Carolina (Immergluck, 2010b).  The third round (HHF3) 

also focused on assisting states with high unemployment, amounted to $2 billion.  It went to states 

with unemployment rates above the national average (17 states and the District of Columbia, including 

all previous awardees other than Arizona) and was designed to assist unemployed homeowners make 

their mortgage payments (Immergluck, 2013).  The fourth round (HHF4) consisted of $3.5 billion in 

funding to all states which received funding in any of the previous rounds. HHF4 allowed more flexible 

funding, including any programs funded in HHF1 or HHF2 (Immergluck, 2010b). 

HHF money was first disbursed to state Housing Finance Agencies (HFAs), who then could further 

distribute the funds.  HFAs were chosen due to their experience with designing and implementing 

home financing programs.  Additionally, HFAs are well-connected with lenders, CDCs (Community 

Development Corporations), and counseling organizations (Immergluck, 2010b). 

The HHF guidelines allowed six possible types of programs to be funded:  (1) mortgage modifications, 

(2) mortgage modifications with principal forbearance, (3) short sales or deeds-in-lieu of foreclosure, 

(4) principal reduction programs for borrowers with severe negative equity, (5) unemployment 

programs, and (6) second lien reductions (Immergluck, 2010b, p.5)54  The guidelines were designed to 

ŀƭƭƻǿ ŦƻǊ ŦƭŜȄƛōƛƭƛǘȅΣ ƎƛǾƛƴƎ ǎǘŀǘŜǎ ǘƘŜ ŀōƛƭƛǘȅ ǘƻ ǘŀƛƭƻǊ ǇǊƻƎǊŀƳǎ άƛƴ ŀ ƳŀƴƴŜǊ ǘƘŀǘ ƛǎ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ƭƻŎŀƭ 

economic conditions, the local drivers of foreclosure problems, and the likely feasibility and efficacy of 

ǾŀǊƛƻǳǎ ƛƴǘŜǊǾŜƴǘƛƻƴǎ ƛƴ ŀ ǎǘŀǘŜΩǎ ƭƻŎŀƭ ŜŎƻƴƻƳƛŜǎ ŀƴŘ ŎƻƳƳǳƴƛǘƛŜǎέ (Immergluckb, 2010, p.4).  The 

funds could also be geographically focused (Immergluck, 2010b). 

This CDBG55-like funding approach and the level of discretion given to the Treasury Department, which 

administered the program, were intended to stimulate innovative localized solutions.  However, in 

practice this flexibility was mostly absent:  proposals to fund legal assistance to borrowers were 

rejected, and the Treasury Department made little effort to push servicers to participate in principal 

reduction programs (Immergluck, 2013). 

A particularly important regulatory change that would greatly aid foreclosure prevention efforts is 

allowing bankruptcy courts to modify the mortgage terms of creditors.  These changes, which could 

include reducing the principal, changing the interest rate, and adjusting the term length, are referred 

to as mortgage cramdowns.  Cramdown legislation would push servicers to modify loans to the current 

market value of the property on their own accord; otherwise this was likely to occur outside of their 

control in bankruptcy proceedings (Immergluck et al., 2011).  The expected effect is that many more 

homeowners would be able to remain in their homes and continue making mortgage payments (U.S. 

Department of Housing & Urban Development, 2010).  Senator Durbin proposed cramdown legislation 

in October 2007, but the financial industry blocked it through lobbying efforts (Immergluck, 2013).  

²ƛǘƘ ǘƘŜ ƛƴǘǊƻŘǳŎǘƛƻƴ ƻŦ I!atΣ ŎǊŀƳŘƻǿƴ ƭŜƎƛǎƭŀǘƛƻƴ ǿŀǎ ǊŜƛƴǘǊƻŘǳŎŜŘΣ ǿƘƛŎƘ ǿƻǳƭŘ ǇǊƻǾƛŘŜ ŀ ΨǎǘƛŎƪΩ 

ǘƻ ŎƻƳǇƭŜƳŜƴǘ ǘƘŜ ΨŎŀǊǊƻǘǎΩ ŜƴǎŎƻƴŎŜŘ ƛƴ ǘƘŜ I!at ƛƴŎŜƴǘƛǾŜ ǇŀȅƳŜƴǘǎΦ  IƻǿŜǾŜǊΣ ǘƘŜ ƭŜƎƛǎƭŀǘƛƻƴ 

was again blocked.   

                                                           
54 In June 2013, the Treasury Department announced that states could also use a portion of their HHF for blight 
clearance. 
55 Community Development Block Grant.  The CDBG Program is a major federal community development 
program. 
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Federal Foreclosure Mitigation Efforts 

The federal government has also created one program, the Neighborhood Stabilization Program (NSP), 

to aid local governments and organizations in combating the negative neighborhood effects of 

foreclosures.  A second program was developed to aid in the implementation of NSP, referred to as 

the National First Look program.  Finally, the federal government made one foray into the foreclosure 

process itself with tenant protections that may partially alleviate vacancy problems.  A brief 

introduction to these programs is given here; some examples of specific implementations are 

discussed later in Section 2.4.3, Local-level Responses. 

HERA included $3.92 million in funding for NSP, which allocated funds to states to address the 

neighborhood impacts of the foreclosure crisis (Immergluck, 2013).    States then could use some funds 

directly themselves, or distribute the funds to counties, local governments, and nonprofits.  Other 

funds went directly to municipalities (Immergluck, 2009b).  In 2009 an additional round of $2 billion in 

NSP (NSP2) funding was included in the American Reinvestment and Recovery Act (ARRA). In 

September 2010 another $1 billion in funding was allocated for NSP (NSP3) (Joice, 2011).  NSP was 

ǇŀǊǘƛŎǳƭŀǊƭȅ ƛƳǇƻǊǘŀƴǘΣ ŀǎ ƛǘ ǿŀǎ ǘƘŜ ŦƛǊǎǘ ǎŜǊƛƻǳǎ ŎƻƳƳƛǘƳŜƴǘ ōȅ ǘƘŜ ŦŜŘŜǊŀƭ ƎƻǾŜǊƴƳŜƴǘ άŜȄǇƭƛŎƛǘƭȅ ŦƻǊ 

ǇǊƻǇŜǊǘȅ ŀŎǉǳƛǎƛǘƛƻƴ ŀƴŘ ŘŜƳƻƭƛǘƛƻƴ ŀƴŘ ŦƻǊ ǘƘŜ ŎǊŜŀǘƛƻƴ ŀƴŘ ƻǇŜǊŀǘƛƻƴ ƻŦ ƭŀƴŘ ōŀƴƪǎέ (Mallach, 2008, 

p.6).   

The three NSP rounds allow the use of funds for the following purposes:  (1) financing mechanisms, 

such as downpayment assistance of shared-equity loans; (2) acquisition and rehabilitation of 

abandoned or foreclosed homes; (3) land banking; (4) demolition of blighted structures; and (5) 

redevelopment of demolished or vacant properties (Joice, 2011, p.138).  The program used Community 

Development Block Grant (CDBG) rules and jurisdictions for administering the program, which made 

the implementation of NSP much easier than had a new set of rules and jurisdictions been created 

(Joice, 2011). 

NSP1 and NSP3 funds were allocated using a need-based formula accounting for foreclosure impacts.  

This approach is problematic, as it granted funds to grantees lacking the necessary governmental and 

CDC infrastructure to carry out the program effectively (Immergluck, 2013; Joice, 2011; Mallach, 2008; 

aŀƭƭŀŎƘΣ нллфύΦ  Lƴ ŎƻƴǘǊŀǎǘΣ b{tн ŦǳƴŘǎ ǿŜǊŜ ŀǿŀǊŘŜŘ ƻƴ ŀ ŎƻƳǇŜǘƛǘƛǾŜ ōŀǎƛǎΣ ƛƴ ǿƘƛŎƘ άŀƴ ŀǇǇƭƛŎŀƴǘ 

had to understand its particular problems, describe an appropriate stabilization strategy, and 

ŘŜƳƻƴǎǘǊŀǘŜ ǘƘŜ ŎŀǇŀŎƛǘȅ ǘƻ ŎŀǊǊȅ ƻǳǘ ǘƘŀǘ ǎǘǊŀǘŜƎȅέ (Joice, 2011, p.139).  NSP2 and NSP3 also required 

grantees to target their awards in the most highly impacted Census tractsτa practice which Joice 

(2011) likens to using a defillabrator rather than spreading funds everywhere like peanut butter.  These 

two aspects increase the likely effectiveness of the program. 

The program included some other components that made it unwieldy to administer.  Though in 

comparison to federal foreclosure prevention efforts NSP is much more flexible and adaptable to local 

conditions, the requirements often proved unwieldy, such as restricting redevelopment to housing 

(NSP2), when many communities need to add commercial amenities to increase the desirability and 

sustainability of their neighborhoods (Immergluck, 2009b).  Another example is the program rules 

requirement that former tenants of vacant properties be contacted (Mayer & Temkin, 2009).  

Additionally, departing from successful vacant property initiatives, the federal government required 

any profit from property resale be returned, rather than allowing cross-subsidizing through the use of 

profits to continue neighborhood stabilization efforts (Immergluck, 2009b).  The program was also 
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hastily designed and administered, resulting both in problems with its design and in recipients being 

unable to commit their funds before the deadline or having to change stabilization strategies in order 

to commit funds on time (Immergluck, 2013).  Despite these limitations, Ergungor & Nelson (2012) 

found that in the case of Cuyahoga County, Ohio, REO vacancy rates in census tracts that received 

NSP1 funding were lower than those that did not, but only in the case of purchases by individuals.  

Vacancy rates for REO properties purchased by investors and non-profits were not affected by the 

presence of NSP1 dollars.  For NSP2 money, no significant differences in REO vacancy rates were found, 

but the authors caution that the measurements may have been made too early to capture the impact 

of NSP2 funding. 

In 2010, the Department of Housing and Urban Development (HUD) and the National Community 

Stabilization Trust (NCST), a national nonprofit, sponsored the National First Look program, which is 

designed to assist NSP recipients in REO acquisition.  The program gives housing nonprofits and CDCs 

24 to 48 hours to express interest in an REO property in an NSP area if it is being put up for sale by a 

GSE, the FHA, or certain other large banks before it is for sale to the general public.  If interest is 

expressed, there is a twelve to fifteen day period during which NSP-required evaluations and 

estimations can occur, by the end of which the interested organization may purchase the property. If 

not, the property is released for sale on the real estate market (Immergluck, 2013).  This program 

combats the problem of investors quickly purchasing properties before local organizations, helping to 

further NSP plans and community stabilization efforts. 

Finally, the Helping Families Save Their Homes Act of 2009 included protections for tenants residing in 

foreclosed properties, namely guaranteeing 90 days post-foreclosure notice before eviction can occur.  

¢Ƙƛǎ ƭŀǿ ƳŀǊƪŜŘ ǘƘŜ ŦŜŘŜǊŀƭ ƎƻǾŜǊƴƳŜƴǘΩǎ ŦƛǊǎǘ ŘƛǊŜŎǘ ƛƴǘŜǊǾŜƴǘƛƻƴ in the foreclosure process 

(Immergluck et al., 2011).  This protection both protects vulnerable parties who were not involved with 

the mortgage transaction at all and reduces the problem of foreclosure-induced vacancies, at least 

temporarily. 

Critique of the Federal Response 

The federal response to the foreclosure crisis is considered inadequate by many. Refinance and 

modification programs reached far too few homeowners and the redefault rate has been high.  

Funding programs have been far too small to address the need for both foreclosure prevention and 

foreclosure mitigation in communities.  Regulatory change has been limited and repeatedly watered 

down. 

With respect to foreclosure prevention, άCŜŘŜǊŀƭ ŦƻǊŜŎƭƻǎǳǊŜ ǇǊŜǾŜƴǘƛƻƴ ǇǊƻƎǊŀƳǎ ƘŀǾŜ ƎŜƴŜǊŀƭƭȅ 

exhibited a ǇŀǘǘŜǊƴ ƻŦ ǊŜǇŜŀǘŜŘ ƛƴŜŦŦƛŎŀŎȅέ (Fields et al., 2010, p.668). The federal government 

continually rolled out new programs, with different conditions, eligibility criteria, and servicer 

ǊŜǉǳƛǊŜƳŜƴǘǎ ŀƴŘ ƛƴŎŜƴǘƛǾŜǎΦ  LƳƳŜǊƎƭǳŎƪ όнлмоύ ŘŜǎŎǊƛōŜŘ ǘƘŜƳ ŀǎ άoften tentative, incremental and 

ƳŀǊƎƛƴŀƭ Φ Φ Φ ώǘƘŀǘϐ ƻŦǘŜƴ ŘƛŘ ƴƻǘ ŀŎŎǳƳǳƭŀǘŜ ǘƻ ŀ ǎƛȊŜŀōƭŜ ǊŜǎǇƻƴǎŜέ (p.33).  They have been reactive, 

addressing a particular issue after it has occurred, never proactive or forward-looking (Fields et al., 

2010).  Servicers, who are not inclined to write down asset values, have shied from voluntary 

modification programs requiring principal reduction (McCoy, 2010).  As of January 2010, the State 

Foreclosure Prevention Working Group assessed that only 4 out of every 10 delinquent loans had 

entered loss mitigation and that modifications resulted in payment reductions but rarely principal 

reductions.  In fact, over 70% of modifications resulted in principal increases (State Foreclosure 
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Prevention Working Group, 2010) τdespite the fact that principal reductions reduce the likelihood of 

redefault significantly (Haughwout, Okah, & Tracy, 2009; Quercia & Ding, 2009).  As well, many 

modified loans redefault:  Adelino, Gerardi, and Willen (2009) determined that 50% of modified loans 

redefault, and in the case of subprime loans the rate is nearly 70%. 

Agarwal et al. (2012) point to servicer factors as a major reason for low modification rates.  They found 

that a few large servicers modified at half the rate of other servicers, substantially reducing the reach 

of the HAMP program.  Examining servicer-specific factors, they determined that a low number of full-

time servicing staff, a low number of training hours, and less efficient phone handling (dropped calls 

and waiting time) are correlated with low servicer modification rates.  Though servicers were obviously 

ŀƴŘ ǳƴŘŜǊǎǘŀƴŘŀōƭȅ ǳƴŘŜǊŜǉǳƛǇǇŜŘ ǘƻ ŘŜŀƭ ǿƛǘƘ ǘƘŜ ŎǊƛǎƛǎΩ ǎǳŘŘŜƴ ǊŀǎƘ ƻŦ ŦƻǊŜŎƭƻǎǳǊŜǎΣ ƻǾŜǊ ǘƛƳŜ ǘƘŜȅ 

had the possibility to expand their workout departments, as many did.  Others did not, indicating a 

disinterest in foreclosure alternatives.  Federal cramdown legislation would have made a considerable 

difference in this context. 

Federal foreclosure mitigation efforts have delivered much needed funds to states and localities facing 

severe foreclosure-related problems.  They have allowed states and localities to tailor programs to 

local needs.  This increased flexibility has resulted in more effective programming than larger, national 

level programs such as HAMP have been able to achieve (Immergluck, 2010b). 

However, the funds have fallen far short of the need.  Mallach (2009) remarks that the original NSP 

fundingτa crisis responseτwas approximately equivalent to an average federal CDBG appropriation 

in recent years (making the total b{t ŀǇǇǊƻǇǊƛŀǘƛƻƴ ŜǉǳƛǾŀƭŜƴǘ ǘƻ ƭŜǎǎ ǘƘŀƴ ǘǿƻ ȅŜŀǊǎΩ /5.D ŦǳƴŘƛƴƎύΦ  

It also pales in comparison to the financial sector bailouts (Fields et al., 2010; Mallach, 2009).  

Examining the level of NSP funding for eleven cities, Goldstein (2010) found that the NSP1 awards were 

ǎǳŦŦƛŎƛŜƴǘ ǘƻ ŀŎǉǳƛǊŜ ƴƻ ƳƻǊŜ ǘƘŀƴ оΦс҈ ƻŦ ŀ ŎƛǘȅΩǎ ǾŀŎŀƴǘ ǊŜǎƛŘŜƴǘƛŀƭ ǇǊƻǇŜǊǘƛŜǎΦ  CƻǊ ŜȄŀƳǇƭŜΣ 5ŜǘǊƻƛǘ 

had over 78,000 vacant properties at the time and its NSP1 award was sufficient to acquire fewer than 

2,600 properties.  Philadelphia estimated it had approximately 22,000 properties vacant for more than 

one year; its NSP1 funds were sufficient to acquire fewer than 200 and its NSP2 funds were large 

enough to address less than 1,000 more (Goldstein, 2010). 

Additionally, these funding effoǊǘǎ ƘŀǾŜ ƻŎŎǳǊǊŜŘ ŀǎ άǎƛƴƎƭŜ ǎƘƻǘέ ŀǘǘŜƳǇǘǎ ŀǘ ŀŘŘǊŜǎǎƛƴƎ ǘƘŜ ǇǊƻōƭŜƳΦ  

Though many programs had multiple rounds, it was clear that none were developed in a 

comprehensive fashion; rather additional funding was disbursed haphazardly as it became available, 

reducing the ability of local actors to strategically plan their responses (Immergluck, 2009b; 

Immergluck, 2013; Mallach, 2009).  

Federal regulatory responses, introduced in Section 1.1.4Σ ƘŀǾŜ ŀƭǎƻ ŦŀƭƭŜƴ ŦŀǊ ǎƘƻǊǘ ƻŦ ǿƘŀǘΩǎ ƴeeded 

to address the effects of this crisis on homeowners, neighborhoods, and communities, and to prevent 

a similar occurrence in the future.   

McCoy (2010) divides federal foreclosure prevention efforts into three possible categories, in 

increasing degree of intervention.  The first is to intervene by coordinating private industry, such as 

the Hope Now Alliance.  This approach was seen to be unsuccessful.  The second approach is to offer 

incentives to servicersτάŎŀǊǊƻǘǎέτto modify or refinance mortgages, as exemplified by HAMP.  This 

approach has seen more success, but is hampered by servicer resistance to write downs.  Finally, the 

government can increase the cost of pursuing foreclosuresτάǎǘƛŎƪǎΦέ  ¢Ƙƛǎ ǿƻǳƭŘ Ŝƴǘŀƛƭ ǊŜƎǳƭŀǘƻǊȅ 

change, such as bankruptcy cǊŀƳŘƻǿƴ ƭŜƎƛǎƭŀǘƛƻƴ ƻǊ ƳŀƴŘŀǘƻǊȅ ƳƻŘƛŦƛŎŀǘƛƻƴǎΦ  IƻǿŜǾŜǊΣ άǘhe hard 
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steps that would help homeowners, such as enforced loan modifications and write down of the 

ƳƻǊǘƎŀƎŜ ǾŀƭǳŜ ǘƻ ǊŜŦƭŜŎǘ ŎǳǊǊŜƴǘ ŎƻƴŘƛǘƛƻƴǎΣ ƘŀǾŜ ƴƻǘ ƻŎŎǳǊǊŜŘΦέ (Fields et al., 2010, p.688).  In fact, 

ǘƘŜ ŦŜŘŜǊŀƭ ŀǇǇǊƻŀŎƘ ǘƻ ǎŜǊǾƛŎŜǊǎ Ƙŀǎ ōŜŜƴ άƭƛǘǘƭŜ ŎŀǊǊƻǘǎ ŀƴŘ ƴƻ ǎǘƛŎƪέτwith incentives too small to 

attract significant participation and no penalties for non-participation (Immergluck, 2013, p.215).  

Furthermore, federal policies refused to recognize that the servicing industry is set up to facilitate 

foreclosure, not modifications; it is a volume- and speed-based industry, into which the detailed 

process of working out mortgage modifications does not easily fit.  Ignoring the structure of the 

industry resulted in solutions that could not accomplish the desired results (Immergluck, 2013). 

Why has the federal response been generally inadequate?  If one looks at the federal response as an 

effort to aid homeowners and reduce negative impacts on communities, the response has been mostly 

a failure.  However, if one examines the response as an effort to aid lenders and servicers deal with 

the onslaught of foreclosures, it has been much more successful.  Timothy Geithner, Secretary of the 

Treasury at thŜ ǘƛƳŜΣ ŦŀƳƻǳǎƭȅ ǎŀƛŘ ά²Ŝ ŜǎǘƛƳŀǘŜ ώǘƘŜ ōŀƴƪǎϐ Ŏŀƴ ƘŀƴŘƭŜ ǘŜƴ Ƴƛƭƭƛƻƴ ŦƻǊŜŎƭƻǎǳǊŜǎΣ ƻǾŜǊ 

ǘƛƳŜΦ  ¢Ƙƛǎ ǇǊƻƎǊŀƳ ǿƛƭƭ ƘŜƭǇ ŦƻŀƳ ǘƘŜ Ǌǳƴǿŀȅ ŦƻǊ ǘƘŜƳΣέ ǊŜǾŜŀƭƛƴƎ ǘƘŀǘΣ ƛƴ Ƙƛǎ ƳƛƴŘΣ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ 

HAMP was to aid banks and financial institutions, not borrowers (Barofsky, 2012, p.156).  This is also 

ŜǾƛŘŜƴŎŜŘ ōȅ ǊŜǇƻǊǘǎ ǘƘŀǘ ǎǘŀǘŜǎ ǿŜǊŜ ǘƻƭŘ ōȅ ¢ǊŜŀǎǳǊȅ ǘƻ ƻōǘŀƛƴ ǎŜǊǾƛŎŜǊ άōǳȅ ƛƴέ ōŜŦƻǊŜ ǊŜǉǳŜǎǘƛƴƎ 

HHF funds for a particular program from Treasury (Immergluck, 2010b).  Servicer lobbying and 

arguments invoking increaǎŜŘ άǊǳǘƘƭŜǎǎέ ŘŜŦŀǳƭǘ όŘŜŦŀǳƭǘ ōȅ ŎƘƻƛŎŜύ ŀƴŘ ƳƻǊŀƭ ƘŀȊŀǊŘ όǘŀŎƛǘƭȅ 

ŜƴŎƻǳǊŀƎƛƴƎ ōƻǊǊƻǿŜǊǎ ǘƻ ǘŀƪŜ Ǌƛǎƪȅ ƭƻŀƴǎύΣ ǇŀƛǊŜŘ ǿƛǘƘ ǇǳōƭƛŎ ǊŜǎƛǎǘŀƴŎŜ ǘƻ ŀƛŘƛƴƎ άǳƴŘŜǎŜǊǾƛƴƎέ 

homeowners who had intentionally or knowingly taken bad loans, facilitated this approach (Fields et 

al., 2010; HUD, 2010; Immergluck, 2013). 

Thus, the onus of prevention and mitigating foreclosures fell to states, and moreover, local 

governments and organizations.  These lower levels of government have reduced leverage and 

resources, but do have better knowledge of on-the-ground conditions and local networks and 

experience to draw on.  The next two subsections introduce efforts introduced by state and local 

actors. 

2.4.2 State-level Responses 

In addition to the federal government, many states have made efforts to address both the causes and 

the effects of the foreclosure problem. Rather than attempting to exhaustively cover the efforts of all 

fifty states, a general introduction to state efforts is given here.  The two main types of state-level 

efforts have been anti-predatory lending laws and mediation programs, both of which are discussed 

below.  Additionally, in some cases states have passed laws instituting minor changes to foreclosure 

law and have initiated and won lawsuits against particular servicers.  As well, the State Foreclosure 

Prevention Working Group made efforts to counteract foreclosures and to improve data on 

foreclosures and modifications (Renuart, Williamson, & Benson, 2009). 

Many states have anti-predatory lending laws that far predate the decline in lending stringency that 

led up to the foreclosure crisis.  Beginning in 1999, many states began adopting mini-HOEPA laws, 

which were patterned after the federal Homeownership and Equity Protection Act of 1994 (HOEPA), 

but with more stringent restrictions on APR, loan points, and fees. As of January 2007, only six states 

lacked mini-HOEPA laws aimed at regulating the subprime market (Bostic, Engel, McCoy, Pennington-

Cross, & Wachter, 2008).  Bostic et al. (2008) found that mini-HOEPA laws reduced both subprime loan 

applications and originations. 
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However, in many cases the federal government preempted56 state anti-predatory lending laws.  In 

particular, the OTS preempted the anti-predatory lending laws of Georgia and New York in 2003.  The 

OCC ŘƛŘ ǘƘŜ ǎŀƳŜ ŦƻǊ DŜƻǊƎƛŀΩǎ ƭŀǿ ƭŀǘŜǊ ƛƴ ǘƘŀǘ ȅŜŀǊΣ ǿŀǊƴƛƴƎ ƛǘ ǿƻǳƭŘ ƭƛƪŜǿƛǎŜ ǇǊŜŜƳǇǘ ŀƴȅ ǎƛƳƛƭŀǊ 

state laws that passed.  Meanwhile the federal government made no efforts to pass strengthened 

lending legislation until 2007, in which case the bill was quite weak (Immergluck, 2009b).  These actions 

sent strong signals to lenders while discouraging states from taking regulatory steps to prevent 

foreclosure problems. 

In contrast to state efforts to reduce predatory lending, states were able to successfully initiate 

foreclosure mediation programs (Walsh, 2009; Walsh, 2010). Though the first mediation program 

began in 2008, as of 2013 25 states and the District of Columbia (as well as many counties and 

municipalities) had programs (National Consumer Law Center, n.d.[a]). Foreclosure mediation is a 

process in which a neutral mediatory works with both the borrower and servicer in an attempt to arrive 

at a mutually agreeable alternative to foreclosure.  Foreclosure mediation generally occurs at the 

behest of the borrower, at which point the servicer is required to participate before the foreclosure 

suit is allowed to proceed (Hagerott, 2010).  Additional information on the workings of foreclosure 

mediation and information on its efficacy will be provided in Section 2.4.3. 

Though some evidence indicates the arriving at a mutually agreeable solution ought to be frequently 

possible,57 in practice servicers often avoid mediation and/or the workouts they entail.  This is due to 

a variety of reasons, including institutional culture and capacity and incentive structures that 

encourage servicers to assess fees and foreclose.  Despite this, states have generally not fully exercised 

their police power to compel servicers to fully participate in mediation.  In order to have a chance at 

successful foreclosure mediation, states must require that servicers engage in negotiations in good 

faith; bring the necessary documents, such as the note showing ownership of the mortgage; engage in 

net present value (NPV) calculations to determine if a modification is mutually financially 

advantageous; grant modifications when they meet HAMP requirements; and that representatives 

engaging in mediation have the ability to modify the loan (Walsh, 2009; Walsh, 2010; Walsh, 2012).  

More recently some states, such as Nevada, have strengthened their foreclosure mediation programs 

(Walsh, 2012). 

Some states, in particular Michigan and Ohio, have pushed for more funding for blight removal 

(demolitions), in particular to use a portion of the HHF for this purpose.  The objective was to 

ǎǘǊŀǘŜƎƛŎŀƭƭȅ ŘŜƳƻƭƛǎƘ ŀōŀƴŘƻƴŜŘ ǎǘǊǳŎǘǳǊŜǎ ƛƴ άǘƛǇǇƛƴƎ Ǉƻƛƴǘέ ƴŜƛƎƘōƻǊƘƻƻŘǎτthat is, where a small 

number of blighted properties are exerting negative pressure on surrounding well-maintained 

properties.  However, the Treasury did not approve any diversion of these funds until recentlyτin June 

2013 the Treasury Department approved a waiver for Michigan; later it announced that states in 

general could use a portion of the HHF for blight removal (Koff, 2013b; Rokakis, 2013).  In August 2013, 

Ohio received permission to use up to $60 million of its HHF for demolition (Koff, 2013a).  This, 

ŎƻƳōƛƴŜŘ ǿƛǘƘ ǘƘŜ hƘƛƻ !ǘǘƻǊƴŜȅ DŜƴŜǊŀƭΩǎ нлмн ŀƴƴƻǳƴŎŜƳŜƴǘ ƻŦ ŀ Ϸтр Ƴƛƭƭƛƻƴ ŦǳƴŘ ŦƻǊ ōƭƛƎƘǘ 

                                                           
56 tǊŜŜƳǇǘƛƻƴ ƛǎ ǘƘŜ ƻǾŜǊǊƛŘƛƴƎ ƻŦ ŀ ƭƻǿŜǊ ƭŜǾŜƭ ƧǳǊƛǎŘƛŎǘƛƻƴΩǎ ƭŀǿ ōȅ ŀ ƘƛƎƘŜǊ ƭŜǾŜƭ ƧǳǊƛǎŘƛŎǘƛƻƴΣ ƛƴ ǘƘƛǎ ŎŀǎŜ ǎǘŀǘŜ 
law by federal law.  Federal preemption is explicitly provided for in the Supremacy Clause of the U.S. Constitution; 
in general state constitutions give them preemption powers over their lower level governments as well. 
57 For example, in November 2008 servicers were losing an average of $124,000, or 57% of their investment, on 
each completed foreclosure (White, 2009).   
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removal that was funded by ǘƘŜ ǇǊƻŎŜŜŘǎ ƻŦ ǘƘŜ άǊƻōƻ-ǎƛƎƴƛƴƎέǎŜǘǘƭŜƳŜƴǘ (Ohio Attorney General, 

2010), brought the total to $135 million. 

Another example of a state-ƭŜǾŜƭ ǊŜǎǇƻƴǎŜ ƛǎ hƘƛƻΩǎ IƻǳǎŜ wŜǎƻƭǳǘƛƻƴ нфпΦ  ¢ƘŜ ǎǘŀǘŜ ƭŀǿ ŀƭƭƻǿǎ ŦƻǊ ŀƴ 

accelerated foreclosure process for properties that are both tax-delinquent and abandoned.  The law 

is designed to reduce the length of time that vacant properties sit abandoned, and thus their negative 

effects on neighborhoods and communities as well (Swanstrom et al., 2009).   

2.4.3 Local-level Responses 

In general, the federal and state efforts discussed above facilitate and set the parameters for local 

action, rather than directly combating the foreclosure problem themselves.  Local governments and 

nonprofits then determine the specific implementation of the programs in their areas.  For example, 

NSP, HHF, and counseling programs use federal pass-through funds, but are designed and 

implemented on the local level.  This is necessary as the foreclosure problem and its impacts play out 

differently in different localities, and thus must be tailored to the local context.  This often entails 

leveraging additional funds, collaborating with other organizations, and prioritizing target areas, 

among other strategies.   

This section begins with a discussion of how local context and resources shape local foreclosure 

responses and their chances of success.  This is followed by an introduction of various strategies 

recommended to communities by experts to fight the negative impacts of the foreclosure crisis.  Next, 

types of local foreclosure responses are introduced and discussed.  These responses include 

collaboration, organizing and advocacy, foreclosure prevention counseling and foreclosure mediation, 

property acquisition strategies, landbanking, targeting, and legal responses.  It should be kept in mind 

that this section aims to give an overview of local foreclosure responses.  Though illustrative examples 

will be used in some cases, this section does not attempt to catalogue an exhaustive list of local 

foreclosure responses. 

Local Context & Resources 

The ability of local governments and organizations to respond to the foreclosure crisis is greatly 

dependent on the local context and local resources.  These affect both what can be done as well as 

what should be doneτi.e. which responses are most likely to be effective in a particular locality.  This 

ǎŜŎǘƛƻƴ ōǊƛŜŦƭȅ ƛƴǘǊƻŘǳŎŜǎ ǎŜǾŜǊŀƭ ŦŀŎǘƻǊǎ ǘƘŀǘ όǎƘƻǳƭŘύ ƛƴŦƭǳŜƴŎŜ ŀ ƭƻŎŀƭƛǘȅΩǎ ŦƻǊŜŎƭƻǎǳǊŜ ǊŜǎǇƻƴǎŜ ŀƴŘ 

ƛǘǎ ǇƻǘŜƴǘƛŀƭ ŜŦŦƛŎŀŎȅΥ  ǘƘŜ ǎǘǊŜƴƎǘƘ ƻŦ ǘƘŜ ǊŜƎƛƻƴΩǎ ƘƻǳǎƛƴƎ ƳŀǊƪet, the type of foreclosure process 

(judicial v. non-judicial), the structure and resources of local government, and local housing nonprofit 

experience and infrastructure. 

The importance of the housing market type has already been discussed in reference to the varying 

impacts of the foreclosure crisis (see Section 2.2.3).  Prior to the foreclosure crisis, weak market regions 

had stagnant or mildly increasing house prices.  As well, regions with weak housing markets tended to 

have elevated REO and vacancy levels, which were then only exacerbated when the crisis struck.  In 

contrast, strong housing market regions saw large price increases and high housing demand prior to 

the crisis, coupled with low REO and vacancy levels.  It should be noted that strong and weak housing 

ƳŀǊƪŜǘǎ Ŏŀƴ ŜȄƛǎǘ ƛƴ ŎƭƻǎŜ ǇǊƻȄƛƳƛǘȅ ǘƻ ƻƴŜ ŀƴƻǘƘŜǊΤ ŦƻǊ ŜȄŀƳǇƭŜ /ƭŜǾŜƭŀƴŘΩǎ ƻǳǘŜǊ ǎǳōǳǊōǎ ƘŀǾŜ 

enjoyed strong demand, while the city and many inner suburbs are characterized by weak market 

conditions (Swanstrom et al., 2009).   
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Swanstrom et al. (2009) point out the impact of housing market type on potential foreclosure 

interventions.  They argue that preventing foreclosures in weak market areas is easier, relative to 

strong market cities.  This is because the housing bubble inflated to a much lesser degree in weak 

market areas.  Thus, when the bubble popped, prices dropped less in weak market areas, resulting in 

fewer underwater mortgages and lower mortgage debt levels.  In contrast, they argue that 

neighborhood stabilization is easier in strong market areas, because demand remains comparably high, 

reducing the potential REO and vacancy problems in these areas.  Weak market areas are likely to see 

significant neighborhood blight as the result of their elevated REO and vacancy levels (Swanstrom et 

al., 2009).  However, weak and strong market cities are generally discussed on the regional level. 

The type of foreclosure process also affects the opportunities for foreclosure intervention.  Judicial 

foreclosure states tend to have longer periods between the initial foreclosure suit filing and the 

completion of the foreclosure than non-judicial, or statutory, foreclosure states.  A longer foreclosure 

process provides more time for possible interventions; however it also allows properties to sit vacant 

for longer periods of time between the original filing and the foreclosure sale, exacerbating vacancy 

problems (Swanstrom et al., 2009).  Cutts & Merrill (2008) remark that overly long foreclosure 

ǘƛƳŜƭƛƴŜǎ Ŏŀƴ άǘƛǇ ǘƘŜ ōŀƭŀƴŎŜ ŦǊƻƳ ǘƘŜ ǘƘǊŜŀǘ ƻŦ ƛƳƳƛƴŜƴǘ ƘƻƳŜ ƭƻǎǎ  Φ Φ Φ ǘƻǿŀǊŘǎ ǘƘŜ ōŜƴŜŦƛǘ ƻŦ ΨŦǊŜŜΩ 

ǊŜƴǘ ŦƻǊ ǘƘŜ ŘǳǊŀǘƛƻƴ ƻŦ ǘƘŜ ǇǊƻŎŜǎǎέ (p.5). 

The characteristics of local government play a role in foreclosure intervention as well.  In many areas 

of the U.S., local government is highly fragmented, with responsibilities and resources being split 

between a wide variety of counties, municipalities, unincorporated areas, districts, wards, agencies, 

precincts, and other governmental units.   This fragmentation compounds the difficulty of addressing 

the foreclosure problem, as many organizations need to agree on and coordinate priorities, strategies, 

and actions (Swanstrom et al., 2009).  A second important constraint on foreclosure responses relates 

ǘƻ ǘƘŜ ƭƻŎŀƭ ƎƻǾŜǊƴƳŜƴǘΩǎ ŦƛǎŎŀƭ ōŀǎŜ, and thus its ability to commit funds to prevention and mitigation 

programs (Swanstrom et al., 2009).  The economic crisis increased service needs and decreased tax 

revenue for local governments, reducing their financial capacity.  In the case of central cities, such as 

Cleveland, this simply added to long-term fiscal strain. 

Finally, local capacity is a major constraint on local foreclosure response.  For example, it was 

mentioned previously that a flaw in NSP1 funding was that localities with little to no housing and 

neighborhood development infrastructure received funds, but were unable to efficiently use them.  

Housing and neighborhood development nonprofits tend to be relatively agile organizations with a 

history of inter-organizational cooperation and leveraging funds, both of which are important 

components of foreclosure response efforts.  Some regions have also been benefitted by the presence 

of developed and vocal policy advocacy and applied research organizations, which have helped to 

quantify and publicize foreclosure problems.  In this respect, central cities have some advantage, as 

housing non-profits tend to be located in cities than suburbs. CDBG areas also have an advantage with 

respect to foreclosure mitigation, as these areas have a history of developing and implementing 

neighborhood stabilization efforts (Swanstrom et al., 2009).   

Local Foreclosure Response Strategies 

A number of researchers and advocates have identified strategies for local foreclosure responses 

(NeighborWorks America, 2007; Gass, 2008; Swanstrom & Brooks, 2010; Swanstrom et al., 2009).  

Some of these reports focus primarily on pre-foreclosure interventions and others on post-foreclosure 
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interventions.  However, the strategies suggested by these reports mostly apply to the entire 

foreclosure response effort.  Later, in Chapter Chapter 6, the extent to which Cuyahoga County utilized 

these strategies will be assessed. 

I have divided these leading local foreclosure intervention strategies into three large categories, 

problem definition and scoping; capturing and leveraging resources; and response-specific best 

practices.  Each is introduced below, followed by a table listing which of these best practices were 

employed in a variety of foreclosure response case studies undertaken by Gass (2008).    

Problem Definition & Scoping 

In order to appropriately respond to a specific foreclosure problem, it is first necessary to gain 

understanding of the problem and its impacts.  Only then it is possible to tailor a response to the 

problem in a given location.  Furthermore, the foreclosure problem should not be considered in a 

vacuum; rather the crisis should be taken as an opportunity to reassess housing policies and plan for 

ǘƘŜ ŎƻƳƳǳƴƛǘȅΩǎ ŦǳǘǳǊŜ ƴŜŜŘǎΦ  ¢ƘǳǎΣ two strategies should be employed in this stage: 

¶ Assess the problem 

Swanstrom & Brooks (2010) identify the need to assess the problem, including the nature of the 

problem, who is most impacted, and what responses are most likely to be effective.  This includes 

considering aspects of the local context, as described previously (Section 2.2.2), and continual 

reassessment of the problem as it develops and changes over time. 

 

¶ Create a strategic vision 

Swanstrom & Brooks (2010) stress the importance of not viewing the foreclosure crisis as a temporary 

problem, but rather a shift in overall conditions.  Thus, the foreclosure crisis should be used as a chance 

to develop new housing and neighborhood strategies.   Gass (2008) stresses the effectiveness of 

coordinating interventions with neighborhood planning and residents. 

Capture & Leverage Resources 

A key issue in responding to the foreclosure crisis has been a general lack of resources.  Though there 

has been a variety of federal responses to the foreclosure crisis (see Section 2.4.1), it is generally 

agreed that the financial resources allocated have fallen far short of those needed.  In addition, 

municipalities and regions have lost revenue as a result of the foreclosure crisis and the economic 

recession.  A particular focus of these strategies is collaboration and resource-sharing.  These strategies 

also include human resource development. 

¶ Build leadership 

Swanstrom & Brooks (2010) focus on the need for effective leadership in undertaking foreclosure 

responses.  In particular, in order to facilitate collaborative efforts (see below), leaders who are seen 

as neutral and who garner respect are necessary to act as conveners.  Additionally, local foreclosure 

responses need charismatic leaders who can draw attention to the foreclosure problem and efforts to 

counteract it. 

 

¶ Capture attention of public and policy elites 

Drawing attention to the foreclosure problem, its effects, and efforts to counteract it is necessary to 

attract funding and support.  Local governments and organizations need to publicize their problems 
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and efforts through the media, applied research studies, and by lobbying state and federal politicians 

(NeighborWorks America, 2007; Swanstrom & Brooks, 2010; Swanstrom et al., 2009). 

 

¶ Redirect resources and mobilize new ones 

Given the limited federal response and the scope of the foreclosure problem, it is necessary to leverage 

additional resources to apply to foreclosure responses.  Swanstrom & Brooks (2010) recommend 

taking advantage of public pressure on banks, servicers, and mortgage companies by soliciting 

contributions.  In particular, local banks are more likely to contribute, as their mortgages are locally 

concentrated and thus the region and local communities play a larger role in their business.  They list 

private foundations and redirecting federal funds, such as CDBG money, are other possible funding 

sources. 

 

¶ Develop intra-local collaborations 

Collaboration among government departments can aid in effective foreclosure responses.  For 

example, Code Enforcement can be used as a strategic invention with vacant properties, and local 

courts can assist in steering borrowers and servicers into mediation.  Local governments can 

collaboǊŀǘŜ ǘƻ Ŧƛƭƭ ƛƴ ƎŀǇǎ ƛƴ ƻƴŜ ŀƴƻǘƘŜǊΩǎ ǊŜǎƻǳǊŎŜ ŀƴŘ ǎƪƛƭƭ ōŀǎŜǎΣ ŀƴŘ ŀǾƻƛŘ ŘǳǇƭƛŎŀǘƛƴƎ ŜŦŦƻǊǘǎΦ  

Working with servicers can facilitate smoother loan modifications.  Collaborating with community 

groups can enhance community stabilization efforts (NeighborWorks America, 2007; Gass, 2008; 

Swanstrom & Brooks, 2010). 

 

¶ Develop a regional data system 

Creating a regional data system to track foreclosures and related factors enables communities to track 

the problem and its effects, allowing strategies to be adjusted in real-time.  This is especially important 

because foreclosure hotspots have varied as the crisis continues (NeighborWorks America, 2007; 

Swanstrom & Brooks, 2010). In addition, a well-developed data system can be used to create maps 

and reports that aid in publicizing the issue (Swanstrom & Brooks, 2010). 

 

¶ Engage in continual staff and organizational development 

The foreclosure crisis has consistently changed throughout its course.  In addition to monitoring the 

problem, organizations need to engage in continual staff and organization development to keep up 

with the problem.  CDCs, which are generally relatively small organizations, tend to be able to quickly 

alter organizational routines and foci (NeighborWorks America, 2007; Swanstrom & Brooks, 2010; 

Swanstrom et al., 2009). 

 

¶ Target outreach 

Targeted outreach can aid in reaching target groups and in using resources efficiently.  Public 

awareness campaigns, such as placing ads on the side of busses in areas with large concentrations of 

foreclosure risk and radio ads can reach borrowers in trouble early in the foreclosure process, or even 

ōŜŦƻǊŜ ƛǘ ōŜƎƛƴǎΦ  !ǾƻƛŘƛƴƎ ǘƘŜ άǇŜŀƴǳǘōǳǘǘŜǊέ ǎǘǊŀǘŜƎȅΣ ƻǳǘǊŜŀŎƘ ǎǳŎƘ ŀǎ ŘƻƻǊƪƴƻŎƪƛƴƎ ŀƴŘ 

concentrated demolition and rehabilitation can increase the chances of stabilization in targeted 

neighborhoods (NeighborWorks America, 2007; Gass, 2008). 
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Response-Specific Best Practices 

The final group is that of response-specific best practices.  These strategies have already shown their 

effectiveness and are advocated as best practices.  

¶ Offer rescue funds 

A report prepared for NeighborWorks America (2007) identifies the use of short-term loans and grants, 

ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άǊŜǎŎǳŜ ŦǳƴŘǎΣέ ŀǎ ŀ ōŜǎǘ ǇǊŀŎǘƛŎŜ ƛƴ ŦƻǊŜŎƭƻǎǳǊŜ ǇǊŜǾŜƴǘƛƻƴΦ  ¢ƘŜǎŜ ŦǳƴŘƛƴƎ ƻŦŦŜǊǎ ŀǊŜ 

often sufficient to get homeowners current on their mortgages, and attract borrowers in trouble to 

counseling services. 

 

¶ Offer borrower services extending beyond troubled loans 

Successful foreclosure prevention agencies offer services to borrowers beyond foreclosure counseling.  

Borrowers in trouble face general financial distress and high levels of uncertainty and stress.  Additional 

services, such as personal finance education, home maintenance education, transition assistance, and 

programs focusing on the needs of families in forŜŎƭƻǎǳǊŜΣ ǎǘǊŜƴƎǘƘŜƴ ƘƻƳŜƻǿƴŜǊǎΩ ŀōƛƭƛǘȅ ǘƻ ƳŀƴŀƎŜ 

their situations, whether it is retaining the home or transitioning to new housing (NeighborWorks 

America, 2007; Gass, 2008). 

 

¶ Invest in bulk acquisition of distressed and REO property 

When possible, community organizations should negotiate bulk acquisition of distressed and REO 

property that fit into the strategic vision and/or targeting plans.  This can save organizations both 

money and time, while larger tracts of land facilitate larger redevelopment projects (Gass, 2008). 

 

Table 2.2, below, is based on the fourteen case studies described in Gass (2008).58  This report is 

focused on post-foreclosure strategies; for this reason the foreclosure response strategy of offering 

rescue funds, which pertains only to foreclosure prevention situations, has been omitted from the 

table. The table lists twelve local organizations (primarily CDCs)59 and which of these strategies each 

of them has used in their foreclosure responses. Later, in the remainder of Section 2.4.3, some of these 

cases and strategies will be described when introducing specific local foreclosure responses. 

Two of the columns merit further discussion.  First, the strategy of assessing the problem is checked 

ŦƻǊ ŀƭƭ ǘǿŜƭǾŜ ŎŀǎŜǎΦ  ¢Ƙƛǎ ƛǎ ŘǳŜ ǘƻ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ǘƘŜ ŎŀǎŜǎ ƛƴ DŀǎǎΩ ǊŜǇƻǊǘ ŀǊŜ ŜȄŀƳǇƭŜǎ ƻŦ ƭŜŀŘƛƴƎ 

responses to the foreclosure crisis; that is, these are examples of organizations that have best analyzed 

the local foreclosure problem and strategically devised responses that fit the local context.  Secondly, 

ǘƘŜ ŜƴƎŀƎŜ ƛƴ Ŏƻƴǘƛƴǳŀƭ ǎǘŀŦŦ ŀƴŘ ƻǊƎŀƴƛȊŀǘƛƻƴŀƭ ŘŜǾŜƭƻǇƳŜƴǘ ŎƻƭǳƳƴ Ƙŀǎ ōŜŜƴ ƭŜŦǘ ƎǊŜȅ ōŜŎŀǳǎŜ DŀǎǎΩ 

report did not address this strategy explicitly.  Given that these are leading foreclosure responses, it is 

likely most or all of these organizations engage in continual developmentτif not, it is unlikely they 

would have developed appropriate and successful responses.  However, I have left this column blank 

rather than assert the use of the strategy with no basis. 

                                                           
58 ¢ƘŜ ǘŀōƭŜ ƛǎ Ƴȅ ǊŜŀŘƛƴƎ ƻŦ DŀǎǎΩ ǊŜǇƻǊǘΤ ŀƴȅ ŜǊǊƻǊǎ ƻǊ ƳƛǎƛƴǘŜǊǇǊŜǘŀǘƛƻƴǎ ŀǊŜ Ƴȅ ƻǿƴΦ  Lǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ƪŜŜǇ 
ƛƴ ƳƛƴŘ ǘƘŀǘ ǘƘŜ ŎŀǎŜ ǎǘǳŘƛŜǎ ƛƴ DŀǎǎΩ ǊŜǇƻǊǘ ŦƻŎǳǎŜŘ ƻƴ ƻƴŜ Ǉŀrticular strategy for each case study.  Thus, it is 
possible that some organizations used strategies that are listed in Table 2.2 despite the fact that the table 
contents state otherwise.   
59 I have excluded one case study, Self Help, which operates on the national scale, and have combined two others 
that are carried out by the same organization in the same location (Neighborhood Housing Services of Chicago). 
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Likewise, I have checked strategies for each organization only where Gass makes explicit mention of it.  

For several of the strategies, such as building leadership, it is likely additional organizations have 

employed this strategy but are not listed as doing so in Table 2.2.  This is also especially possible for 

the strategy of offering borrower services beyond troubled loans, due to the fact that the report 

focuses on post-foreclosure interventions and borrower services are associated with foreclosure 

prevention. 

The most commonly used strategies (excluding assessing the problem) are:  redirect resources and 

mobilize new ones (10 organizations); target outreach (10 organizations); invest in bulk acquisition of 

distressed and REO property (8 organizations); and develop intra-local collaboration (8 organizations).  

All other strategies were utilized by five or fewer of the organizations.  That CDCs commonly use the 

strategy of redirection and mobilization of resources is unsurprising; in their role as housing 

developers, CDCs very commonly put together complex financing from varied sources.  This skill is 

highly-developed for CDCs, but the application to the foreclosure crisis is different from the traditional 

bricks-and-mortar applications.  The frequency of targeting outreach is also unsurprising, as resources 

fall far below needs in the foreclosure crisis.  Targeting is thus a logical way to make an impact with 

limited resources, though not all organizations have embraced it.  Many organizations have recognized 

that bulk REO purchasing is necessary to compete with speculative investors, but fewer have been able 

ǘƻ ŀŎŎƻƳǇƭƛǎƘ ƛǘΦ  ¢ƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴǎ ŦŜŀǘǳǊŜŘ ƛƴ DŀǎǎΩ ǊŜǇƻǊǘ ƘŀǾŜ ōŜŜƴ ǇŀǊǘƛŎǳƭŀǊƭȅ ǎǳŎŎŜǎǎŦǳƭ ŀƴŘ 

demonstrate several possible solutions to this problem.  Finally, collaboration is a common strategy in 

foreclosure responses due to the widespread nature of the problem, the large number of stakeholders 

involved, and the variety and quantity of resources needed to address it. 

  



78 
 

Table 2.2:  Foreclosure Response Strategies Employed by Local Organizations   
Source:  Fleischman (2010), Gass (2008), Simon (2010) 
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Beyond Housing (MO) X X X   X       X X   

Chelsea Neighborhood 
Developers (MA) X X   X X X     X     

City First Enterprises 
(Washington, D.C.) X       X       X   X 

Columbus Housing 
Partnership (OH) X X     X X     X     

Dayton's Bluff (MN) X       X X         X 

HANDS Inc./CAPC (NJ) X         X     X    X 

Los Angeles Neighborhood 
Housing Services (CA) X         X X   X X   

Neighborhood Housing 
Services of Chicago (IL) X   X X X X     X   X 

Neighborhood Housing 
Services of Phoenix (AZ) X       X           X 

Neighborhood Progress, Inc. 
(OH) X X   X X X X   X   X 

St. Ambrose Housing Aid 
Center (MD) X       X       X   X 

United Housing (TN) X X X X X X X   X X X 

Total 12 5 3 4 10 8 3 - 10 3 8 
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Collaboration 

Collaboration was mentioned above as a key strategy for local foreclosure interventions.  It is 

mentioned again here to stress its importance and to highlight its role in many of the efforts described 

below.  In many areas with particularly successful foreclosure responses, large-scale inter-agency 

collaboration has occurred.  This can encompass many municipal and county departments, the courts 

system, counseling and advocacy organizations, legal aid organizations, lenders and servicers, CDCs, 

and community groups, among others.   For example, the foreclosure responses of Philadelphia 

(Pennsylvania), St. Louis (Missouri), Allegheny County (Pennsylvania), and Cuyahoga County include a 

large number of stakeholders and require extensive collaborative effort to successfully design, modify, 

and implement their efforts (NeighborWorks America, 2007; Fitzpatrick IV & Ott, 2010; Goldstein, 

Weidig, & Boateng, 2013; Swanstrom et al., 2009; Weinstein et al., 2006).   

In many cases, inter-organizational collaboration is a prerequisite to an effective foreclosure response; 

too many players are involved and have control over specific portions of the process for players moving 

unilaterally to make significant impacts.  Individual parties and organizations often have specialized 

knowledge concerning a particular aspect of the foreclosure crisis, but it is rare for any organization to 

have all the pieces of the puzzle, due to resource and personnel limitations.  Some aspects of the 

foreclosure problem can be tackled much more efficiently when organizations coordinate and 

collaborate; for example, sellers of REOs prefer to sell in bulk.  Working together, CDCs can improve 

their ability to acquire properties as well as gain the opportunity to reap economies of scale when 

demolishing, rehabilitating, or re-selling the properties (Living Cities, 2011).   

Responding to the foreclosure crisis has changed the way many CDCs work.  Traditionally, CDCs have 

been very locally focused, working at the block, street, or neighborhood level.  More recently CDC 

attention has moved outside the immediate service area.  Living Cities reports that ninety percent of 

their pilot sites report joining a new partnership or coalition in the course of responding to the 

foreclosure crisis (Living Cities, 2011).  CDCs have also sometimes competed for resources and funds.  

However, with the advent of the foreclosure crisis, many have recognized that the need for 

intervention is so great and capacity so limited, that only by working together is there a chance to 

make a lasting difference (Living Cities, 2011).   

The Contra Costa Housing Equity Preservation Alliance was created to reduce the duplication of efforts 

by various organizations involved in addressing the foreclosure crisis, as well as to find strategies to 

address the crisis more effectively.  The alliance includes the county, several cities, and non-profits 

offering foreclosure prevention counseling and/or legal assistance.  The alliance offers foreclosure 

prevention workshops, financial counseling, and legal services to distressed borrowers.  However, the 

collaboration is not without difficulties.  For example, the City of Richmond offered to host the 

ŀƭƭƛŀƴŎŜΩǎ ǿŜōǎƛǘŜ ŀƴŘ ŦƻǳƴŘ ǘƘŀǘ Ŏƛǘȅ ǿŜōǇŀƎŜ ǊǳƭŜǎ ŦƻǊŎŜŘ ƛǘ ǘƻ ǳǎŜ ǘƘŜ ŎƛǘȅΩǎ ƭƻƎƻ ŀǎ ƻǇǇƻǎŜŘ ǘƻ ŀ 

logo representing the alliance.  The entire process took approximately a year.  The alliance also appears 

to be rather insular, with limited knowledge of it outside the organization itself.  Others argue that the 

ƻǊƎŀƴƛȊŀǘƛƻƴ ƛǎ άǿŀǎǘƛƴƎ ǘƛƳŜ Φ Φ Φ ǘƻ ƎŜǘ ƳƻǊŜ ƭŜǾŜǊŀƎŜ ƛƴ ŦǳƴŘƛƴƎέ ǊŀǘƘŜǊ ǘƘŀƴ ŀŘŘǊŜǎǎƛƴƎ ƛǎǎǳŜǎ ŘƛǊŜŎǘƭȅ 

by pressuring lenders (Swanstrom et al., 2009). 

HANDS-CAPC (Orange, New Jersey) is a non-profit corporation developed to address the negative 

effects of foreclosures on the community that has partnered with six CDCs.  HANDS-CAPC purchases 

pools of foreclosed property or notes.  Sellers are generally more amenable to bulk transactions, 
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allowing them to efficiently sell properties and to package in undesirable properties.  HANDS-CAPC 

uses it expertise in to clear titles and then sells the properties to the CDC where they are located.  

During this period, the CDCs assist in monitoring, maintaining, and securing the properties.  After 

purchase, the CDCs rehabilitate the properties in their coverage areas (Simon, 2010).  This 

collaboration is especially noteworthy, as it solves the issue of property acquisition faced by many 

CDCs who are unable to purchase properties in the volume desired by many sellers.  The specifics of 

the effort will be discussed more in the Property Acquisition & Landbanking section, below. 

In Memphis, Tennessee, United Housing coordinates housing activities.  The organization was the 

logical choice as convener, given that it is the only city-wide organization with the ability to work with 

multiple partners.  Decision-making is data-driven, and a network of local organizations is charged with 

implementing solutions in a way that is conscious of the neighborhood context (Gass, 2008). 

Another example of a collaborative effort is that of the Neighborhood Stabilization Committee of St. 

Louis, Missouri.  The committee serves primarily as a network to share information, with a focus on 

researching the ownership of foreclosed properties (Swanstrom et al., 2009).  

As a final example of collaboration, the Red Team in the Inland Empire (California) includes private 

businesses and associations in addition to governmental and non-profit actors.  According to 

Swanstrom et al. (2009), the most active members include the building industry, the real estate trade 

association, Bank of America, a local credit union, and cities located near Riverside, whose mayor 

formed the organization along with the County Supervisor.  The group is united by a shared belief that 

ǘƘŜ ǊŜƎƛƻƴΩǎ ŜŎƻƴƻƳȅ ƛǎ ŦŀǊ ǘƻƻ ŘŜǇŜƴŘŜƴǘ ƻƴ ǎƛƴƎƭŜ ŦŀƳƛƭȅ ƘƻǳǎƛƴƎ ŎƻƴǎǘǊǳŎǘƛƻƴΣ ǘƘƻǳƎƘ ƻǇƛƴƛƻƴǎ ƻƴ 

ǘƘŜ ŎŀǳǎŜ ƻŦ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎ ǾŀǊȅΦ  ¢ƘŜ ǘŜŀƳ ŀŘǾƻŎŀǘŜǎ ŦƻǊ άǘƘǊŜŜ ǇƛƭƭŀǊǎ ƻŦ ǊŜŎƻǾŜǊȅέΥ  ƪŜŜǇƛƴƎ 

people in their homes; education and counseling for homeowners; and the pooling of resources to 

facilitate bulk purchasing and reselling of homes by the municipalities (Swanstrom et al., 2009). 

Organizing & Advocacy 

Community organizing and advocacy efforts have been used at the community level to gain attention 

and leverage in fighting the foreclosure problem.   One of the best-known community organizing 

ŜŦŦƻǊǘǎ ƛƴ ǘƘŜ ǿŀƪŜ ƻŦ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎ Ƙŀǎ ōŜŜƴ 9ƳǇƻǿŜǊƛƴƎ ϧ {ǘǊŜƴƎǘƘŜƴƛƴƎ hƘƛƻΩǎ tŜƻǇƭŜΣ ƻǊ 

ESOP.  ESOP, which is based in Cleveland, has embraced Saul Alinsky-style organizing tactics to garner 

public and political attention and to increase their leverage with lenders and servicers.  As a result of 

their efforts, ESOP was able to form agreements with approximately twenty lenders and servicers that 

committed them to policies and practices beneficial to homeowners.  ESOP and its practices will be 

covered in detail in Section 5.2.2. 

Chelsea Neighborhood Developers, a CDC in the small city of Chelsea located outside Boston, hoped 

to reach out to and engage residents, particularly in the lower income neighborhoods.  To do so, the 

bŜƛƎƘōƻǊ/ƛǊŎƭŜ ƳƻŘŜƭ ǿŀǎ ǳǎŜŘΦ  ! άbŜƛƎƘōƻǊ/ƛǊŎƭŜέ Ŏƻƴǎƛǎǘǎ ƻŦ ŜƛƎƘǘ ǘƻ ǘŜƴ ƴŜƛƎƘōƻǊƘƻƻŘ ǇŀǊǘƛŎƛǇŀƴǘǎΣ 

who attend three facilitated dinners.  The first dinner is devoted to socializing and getting to know one 

another.  In the second, the residents discuss their concerns for their neighborhood.  In the final 

meeting, the discussion focuses on what, if anything, to do about the concerns brought up in the 

second meeting.  The meetings have led to neighborhood events, such as clean-ups, neighborhood 

watches, and block parties, as well as aiding in property acquisition decision-making.  For example, the 
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CDC targets the acquisition of REO properties in areas with a concentration of active homeowners that 

will support and improve the neighborhood (Gass, 2008). 

Another example of organizing activities is that of NHS-Chicago.  NHS-Chicago partnered with the 

Southwest Organizing Project with the goal of organizing residents of the Chicago-Lawn/Gage Park 

neighborhood around the issue of foreclosures.  In addition to meeting with community leaders and 

visiting residents door-to-door, the organizers also engaged St. Nicholas Church, a 90-year-old 

community institution.  The group approached the pastor to assist in raising awareness of the issue in 

the parish, who worked the issue into services and the church newsletter.  Though the organization 

has expanded its counseling services and community awareness of the issue has increased, it is unclear 

what direction the organizing effort will take and whether it will be primarily an organizing or a social 

ǎŜǊǾƛŎŜ ŜŦŦƻǊǘΦ  ά!ǎ ƭƻƴƎ ŀǎ ǿŜ ǘǊŜŀǘ ƛǘ ŀǎ ŀ ŎƻǳƴǎŜƭƛƴƎ ƛǎǎǳŜΣ ǘƘŜ ōƭŀƳŜ ǿƛƭƭ ǊŜƳŀƛƴ ǿƛǘƘ ǘƘŜ Ƙomeowner 

ŀƴŘ ǘƘƻǎŜ ǊŜǎǇƻƴǎƛōƭŜ ǿƛƭƭ ƴƻǘ ōŜ ƘŜƭŘ ŀŎŎƻǳƴǘŀōƭŜέ (Gass, 2008). 

A third example is that of CCISCO, a Bay Area (California) community network based in twenty-five 

congregations.  The organization carries out listening campaigns to identify issues and potential leaders 

in the community.  CCISCO, like ESOP, is a proponent of confrontational, Saul Alinsky-style organizing 

tactics.  With a goal of creating national modification agreements with six lenders (chosen based on 

member concerns), the organization staged a variety of high profile events, such as picketing lenders 

with local branches, large town hall meetings, and a march to Washington.  CCISCO has certainly gained 

media attention, but there is question surrounding the true impacts of the organƛȊŀǘƛƻƴΩǎ ŜŦŦƻǊǘǎΦ  CƻǊ 

example, lenders state that their cooperation with CCISCO is due to the importance of the 

ŎƻƴƎǊŜƎŀǘƛƻƴǎΩ ƛƴŦƭǳŜƴŎŜ ƻƴ ǘƘŜƛǊ ŎǳǎǘƻƳŜǊǎΣ ƴƻǘ ōŜŎŀǳǎŜ ƻŦ ǘƘŜ ƻǊƎŀƴƛȊƛƴƎ ǘŀŎǘƛŎǎ όǘƘƻǳƎƘ ǿƘŀǘ 

practical difference this makes is unclear).  Others criticize that the organization, despite its 

agreements with lenders, has not been able to increase the number of mortgage modifications made.  

Finally, due to a model that fully blames lenders and omits issues of personal responsibility, important 

services such as financial literacy and financial planning courses are neglected (Swanstrom et al., 2009). 

In addition to organizing efforts, the media plays an important advocacy role.  In an analysis of 

foreclosure responses in six metropolitan areas, Swanstrom et al. (2009) found that the number of 

local newspaper articles devoted to foreclosures greatly influenced public and political awareness of 

ǘƘŜ ƛǎǎǳŜΦ  !ƴ ŀƴŀƭȅǎƛǎ ƻŦ /ƭŜǾŜƭŀƴŘΩǎ Plain Dealer ŀƴŘ {ǘΦ [ƻǳƛǎΩ Post-Dispatch between 2000 and 2008 

showed not only that the Cleveland paper covered foreclosure issues much more frequently, but that 

the paper also included more local articles (as opposed to newsfeed articles) on the crisis, as well as 

more front-page and editorial articles.   Newspaper reports on foreclosure research such as a report 

quantifying the community costs of foreclosures in Ohio have also drawn the attention of politicians 

and policymakers (Swanstrom et al., 2009). 

Foreclosure Prevention Counseling & Foreclosure Mediation 

The best known foreclosure prevention strategies are foreclosure prevention counseling and the 

related, but distinct, strategy of foreclosure mediation.  The two share the same goalτto find a 

satisfactory solution for both the homeowner and servicer when the borrower is in defaultτand use 

the same approach in attempts to bring this aboutτthe reduction of information asymmetry between 

borrower and servicer.  Though some policy papers group the two together (e.g. Walsh (2009)), there 

are important differences between the two. 
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In theory, foreclosure prevention counseling and foreclosure mediation should be attractive to both 

the homeowner and the holder of the mortgage (either a financial institution or a group of investors).  

For example, a 2008 study found that the average loss a lender incurred on a foreclosure was $124,000, 

which equated to a loss of 57% of investment value (White, 2009).  However, servicers are charged 

with the decision to initiate foreclosure proceedings when a loan is in default; their payment schedules 

favor the (relatively) quick and simple proceedings of a foreclosure over the more complex 

modification negotiation (Walsh, 2009).  Thus, while the overall benefit of a modification is in many 

cases greater than that of a foreclosure, the incentives of servicers, who determine which course to 

take, favor foreclosures over modifications. 

Among the best known programs are the Homeownership Preservation Initiative (HOPI), located in 

Chicago, Illinois, and the Philadelphia Residential Mortgage Foreclosure Diversion Program.60  The first, 

HOPI, is a counseling program, while the Philadelphia program is a mediation program.  All of these, 

and counseling and mediation efforts in general, rely heavily on inter-organizational collaboration, 

ƛƴŎƭǳŘƛƴƎ άŎƻƳƳǳƴƛǘȅ development organizations, credit counseling agencies, legal aid groups, and 

local government (especially housing or neighborhood planning agencies), as well as banks, lenders, 

ŀƴŘ ƭƻŀƴ ǎŜǊǾƛŎŜǊǎέ (Immergluck, 2008, p.8)Φ  IhtL άƛƴǾƻƭǾŜǎ ŀ ǇŀǊǘƴŜǊǎƘƛǇ ƻŦ beighborhood Housing 

Services . . . of Chicago, the Chicago Department of Housing, 22 financial institutions, and the Federal 

wŜǎŜǊǾŜ .ŀƴƪ ƻŦ /ƘƛŎŀƎƻέ (Immergluck, 2008, p.9), while the Philadelphia diversion program 

άǊŜǇǊŜǎŜƴǘǎ ǘƘŜ ŎƻƭƭŜŎǘƛǾŜ ŜŦŦƻǊǘǎ ƻŦ Φ . . the Philadephia Court of Common Pleas, the City of 

tƘƛƭŀŘŜƭǇƘƛŀΩǎ hŦŦƛŎŜ ƻŦ IƻǳǎƛƴƎ ŀƴŘ /ƻƳƳǳƴƛǘȅ 5ŜǾŜƭƻǇƳŜƴǘΣ ŀǘǘƻǊƴŜȅǎ ǊŜǇǊŜǎŜƴǘƛƴƎ ƘƻƳŜƻǿƴŜǊǎ 

ŀƴŘ ƭŜƴŘŜǊǎκǎŜǊǾƛŎŜǊǎ ŀƴŘ ƘƻǳǎƛƴƎ ŎƻǳƴǎŜƭƻǊǎέ όǇΦнооύ ŀǎ ǿŜƭƭ ŀǎ ǎŜǾŜǊŀƭ Ŏƛǘȅ-funded nonprofit 

agencies and legal aid organizations (Goldstein et al., 2013). 

Foreclosure prevention counseling is a relatively new practice.  Previously, pre-purchase counseling 

programs existed in order to assist low-income first-time homebuyers in making a prudent purchase.  

With the progression of the foreclosure crisis, many of these organizations that specialized in pre-

purchase counseling changed their focus to post-purchase, or foreclosure prevention, counseling in 

order to help homeowners remain in their homes (Cutts & Merrill, 2008).  The preferred foreclosure 

prevention counseling outcome is a sustainable mortgage modification, though in some cases a 

άŘƛƎƴƛŦƛŜŘ ŜȄƛǘέτthat is, a deed-in-lieu or short saleτis the best case outcome for a homeowner.  Some 

counseling organizations also offer emergency loans, usually about $3,000, to bring a mortgage current 

(Immergluck, 2008). 

In foreclosure prevention counseling, the counselor takes the role of an advocate for the homeowner.  

/ƻǳƴǎŜƭƛƴƎ ŀƭǿŀȅǎ ƻŎŎǳǊǎ ŀǘ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ ōŜƘŜǎǘΣ ŀƴd is provided by HUD-approved housing 

counseling nonprofits.  Candidates for counseling are reached through public awareness campaigns, 

mailers triggered by foreclosure suits and other events, and word of mouth.  Though many counseling 

clients are facing foreclosure when counseling is sought, foreclosure prevention counseling can occur 

at any point in the process leading up to a foreclosure, including before the client has missed any 

mortgage payments.   

Foreclosure prevention counseling can be carried out in-person, by phone, or in some cases, online.  

In the case of in-person counseling, borrowers seeking counseling often first take part in a group intake 

                                                           
60 The Cuyahoga County Foreclosure Prevention Program (CCFPP) is arguably the best known foreclosure 
prevention counseling program in the country.  A description is omitted here as it is discussed in depth in Chapter 
5. 
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session, where they are introduced to the counseling process, what it can and cannot do, and what 

paperwork and files are necessary to initiate the process (Harris, April 27, 2011; Immergluck, 2008).  

One or more individual counseling sessions follow this.  Participation of the lender or servicer depends 

on the amenability of the lender or servicer, and the contacts of the foreclosure prevention counselor.   

Foreclosure prevention counseling also provides an opportunity for holistic debt management for 

clients.  Homeowners who are unable to make mortgage payments likely have other financial issues.  

If a homeowner initiates counseling in an effort to save his or her house, the counselor has an 

opportunity to look at his or her overall financial situation and manage additional issues (Cutts & 

Merrill, 2008).  Some counseling agencies offer holistic services extending even beyond financial issues, 

such as Neighborhood Housing Services of Los Angeles, which offers services to help homeowners who 

have lost their properties transition to new housing.  They work with the county property owners 

association to negotiate discounted rents for transitioning families and make efforts to keep families 

in the same neighborhood and school district when possible (Gass, 2008). 

In many cases, foreclosure prevention counseling has been funded by the HHF, as well as by various 

grants and the redirection of state and local funds.  In 2007, the federal government passed legislation 

to fund foreclosure prevention counselors through the NFMC program (Immergluck et al., 2011).  

However, funding for counseling has come in standalone pieces, each time without information as to 

whether additional federal or other funding will become available in the future.  Applying for funding 

is also administratively challenging, with different requirements for applying and reporting from each 

funder (Hylands, 2013). 

Foreclosure mediation programs, a form of alternative dispute resolution, are run through the court 

system.  In contrast to a foreclosure prevention counselor, the mediator is a neutral party, whose role 

it is to facilitate communication and, if possible, a mutually agreeable settlement between the parties.  

In general, the foreclosure suit is paused while the mediation process is pending.  Mediation does not 

require settlement as an outcome, nor can mediators force an outcomes (Cohen & Jakabovics, 2010).  

Candidates for mediation are those against whom a foreclosure suit has already been filed (Cohen & 

Jakabovics, 2010; Collins & Urban, 2012; Hammel & Shetty, 2013).  As of 2010, jurisdictions in twenty-

one states had mediation programs, some of which are mandatory for all foreclosure suits, and others 

which are opt-in at the behest of the defendant (the borrower) (Cohen & Jakabovics, 2010). 

Foreclosure mediation programs can be either opt-in or mandatory.  Opt-in programs are those where 

the homeowner against whom the foreclosure suit has been filed has the option to request mediation, 

which is then generally mandatory for the plaintiff (the lender or servicer).  Mandatory programs 

automatically assign all foreclosure cases to mediation, without any action from the homeowner.  In 

both cases, cases are then screened to ensure they are appropriate for mediation.  Advocates of 

mandatory mediation programs point to higher participation rates, which are approximately 75% for 

mandatory programs, while the highest participation estimate for opt-in programs is 21% (Cohen & 

Jakabovics, 2010).  On the other hand, proponents of opt-in programs argue that the process of 

requesting mediation screens out non-ŎƻƻǇŜǊŀǘƛǾŜ ŘŜŦŜƴŘŀƴǘǎΣ ƛƴŎǊŜŀǎƛƴƎ ǘƘŜ ǇǊƻƎǊŀƳΩǎ ŜŦŦiciency 

(Fitzpatrick IV & Ott, 2010).  However, opt-in programs do require additional administrative work not 

required by mandatory programs, primarily in the form of mailings and response processing.  Data has 

shown that mandatory mediation programs fare at least at well as opt-in programs, with settlement 

rates for opt-in programs ranging from 3% (New York) to 75% (Connecticut).  Connecticut switched 

from an opt-in to a mandatory program and saw no changes in its settlement rate (Cohen & Jakabovics, 
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2010).  However, Collins & Urban (2012) undertook a difference-in-difference model to investigate the 

impact of mandatory v. opt-in mediation programs in MSAs61 containing both.  They found that in one 

study area, Philadelphia, the area with mandatory mediation resulted in an increase of 1% to 1.5% in 

modifications, relative to a base rate of 1.8% modified for the opt-in program.  In Florida, where four 

MSAs were examined, the settlement rate increased .87% for the mandatory programs relative to the 

opt-in rate of 7.6% (Collins & Urban, 2012). 

Although mediation cannot force either party into a settlement, it often carries consequences for non-

cooperation.  In the case of non-cooperative borrowers, the case leaves mediation and the foreclosure 

suit proceeds.  In the case of non-cooperative lenders or servicers, the foreclosure case may be 

dismissed.  The extent to which mediation programs compel lenders and servicers to participate in 

good faith varies.  Many programs require that the lender or servicer representative have the authority 

to modify the mortgage; otherwise the case is dismissed (Fitzpatrick IV & Ott, 2010).  As of 2009, only 

one program (Maine) required the servicer or lender to provide a copy of a net present value test (NPV) 

and modification analysis (Walsh, 2009).  This calculation is key, as the sharing of this information 

ǇǊƻǾƛŘŜǎ ŀƭƭ ǇŀǊǘƛŜǎ ǿƛǘƘ Ŝǉǳŀƭ ƪƴƻǿƭŜŘƎŜ ŀōƻǳǘ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǎƛǘǳŀǘƛƻƴ ƻƴ ǘƘŜ ƭŜƴŘŜǊ ƻǊ ǎŜǊǾƛŎŜǊΩǎ ǎƛŘŜ 

regarding the mortgage and ensures the lender or servicer actually carries out an NPV test.  In contrast, 

all homeowners are required to provide detailed information on their financial situation (Walsh, 2010).  

Any homeowner who cannot show an income stream is immediately ineligible for a modification; one 

who refuses to provide financial data would be considered uncooperative and the case would proceed 

to the foreclosure hearing. 

Some mediation programs assist defendants (borrowers) in procuring legal representation (Hammel & 

Shetty, 2013).  Many homeowners also use foreclosure prevention counseling services in concert with 

mediation; for example, in Cuyahoga County, Ohio, the defendant may bring someone with him or her 

to mediation, possibly a counselor.  Counselors are also on-site certain days to assist defendants 

(Foreclosure Mediation Program Director, April 29, 2011). 

Foreclosure mediation programs are often self-funded by fees assessed by the court on each 

foreclosure suit.  These fees range from $50 to $400 (Walsh, 2012).  Others assemble funds and 

resources from a variety of sources, but this makes scaling the program up very difficult (Fitzpatrick IV 

& Ott, 2010). 

The main benefit of counseling and mediation is improved communication (Goldstein et al., 2013; 

²ŀƭǎƘΣ нллфύΦ  ά Φ Φ Φ aŜŘƛŀǘƛƻƴ ƘŜƭǇǎ ƘƻƳŜƻǿƴŜǊǎ ŎƻƳƳǳƴƛŎŀǘŜ ǿƛth their lender, including facilitating 

transfer of documents, setting time frames for borrowers sending documents and lenders responding, 

ŀƴŘ ǎǘŀȅƛƴƎ ώǘƘŜϐ ǎŀƭŜ ǿƘƛƭŜ ŘƛǾŜǊǎƛƻƴ ƛǎ ŀŎǘƛǾŜέ (Collins & Urban, 2012, p.15).  Housing counselors and 

mediators are familiar with the terminology and practices of servicers and lenders, as well as the legal 

framework relevant to a foreclosure action.  In many cases they also have contacts with servicers and 

lenders, which can facilitate negotiation. 

A second benefit of mediation is that of time.  The mediation process effectively pauses the foreclosure 

ǇǊƻŎŜǎǎΣ ƎƛǾƛƴƎ ǘƘŜ ƘƻƳŜƻǿƴŜǊΣ ŀǘǘƻǊƴŜȅΣ ŀƴŘ ƘƻǳǎƛƴƎ ŎƻǳƴǎŜƭƻǊ άǊƻƻƳ ǘƻ ōǊŜŀǘƘŜέ ŀƴŘ ǇǊŜǇŀǊŜ ŀƭƭ 

necessary documentation, as well as to negotiate with the servicer or lender (Goldstein et al., 2013; 

Walsh, 2009).   

                                                           
61 Metropolitan Statistical Area. 
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Counseling and mediation face several difficulties in assisting homeowners.  First, servicers have 

ŜƴƎŀƎŜŘ ƛƴ ŀ ǇǊƻŎŜǎǎ ƻŦ άŎŀƭŎǳƭŀǘŜŘ ŎƘŀƻǎΣέ ƛƴ ǿƘƛŎƘ Ƴŀƴȅ I!at ǊǳƭŜǎ ǿŜǊŜ ǾƛƻƭŀǘŜŘ ƛƴ ǘƘŜ ǇǊƻŎŜǎǎ ƻŦ 

denying moŘƛŦƛŎŀǘƛƻƴǎΦ  ¢ƘŜǎŜ ōŜƘŀǾƛƻǊǎ ƛƴŎƭǳŘŜŘ άƭƻǎƛƴƎ ŘƻŎǳƳŜƴǘǎΤ ŦŀƛƭƛƴƎ ǘƻ Ŧƻƭƭƻǿ ǇǊƻƳƛǎŜŘ ǘƛƳŜ 

ŦǊŀƳŜǎΤ ŦŀƛƭƛƴƎ ǘƻ ƴƻǘƛŦȅ ƘƻƳŜƻǿƴŜǊǎ ƻŦ ǊŜŀǎƻƴǎ ŦƻǊ ǎŜǊǾƛŎŜǊǎΩ ŀŎǘƛƻƴǎΤ ƎƛǾƛƴƎ ƛƴǾŀƭƛŘ ƻǊ ōƭŀǘŀƴǘƭȅ ŦŀƭǎŜ 

reasons for denials; providing ineffective review of decisions; and foreclosing while reviewing for a 

ƳƻŘƛŦƛŎŀǘƛƻƴ ƻǊ ǿƘƛƭŜ ǘƘŜ ōƻǊǊƻǿ ǿŀǎ ŎƻƳǇƭȅƛƴƎ ǿƛǘƘ ŀ ǘǊƛŀƭ ƳƻŘƛŦƛŎŀǘƛƻƴέ (Walsh, 2012. p.5). This 

occurred for a variety of reasons, but essentially, making a good faith modification effort would require 

άƳƻǊǘƎŀƎŜ ŎƻƳǇŀƴƛŜǎ ǘƻ Řƻ ǘƘŜ ǿƻǊƪ ǘƘŀǘ ǎƘƻǳƭŘ ƘŀǾŜ ōŜŜƴ ŎƻƳǇƭŜǘŜŘ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ƻǊƛƎƛƴŀǘƛƻƴέ 

(Fields et al., 2010, p.676)τthat is, to do proper underwriting. Unfortunately the federal government 

never enforced the HAMP rules with any stringency, and while states have the police power to impose 

sanctions on lenders and servicers who do not act in good faith in the mediation procedure, many do 

not.   Some states attempted to require HAMP rules be met in their mediation processes, but these 

requirements were removed as the result of lobbying efforts (Walsh, 2012).   

A second issue has been poor quality modifications (Immergluck, 2008; Walsh, 2009; Walsh, 2012).  

According to an Office of the Comptroller report, 58% of the loan modifications made in 2008 either 

increased monthly payments or left them the same (Walsh, 2009).  Unsurprisingly, only slightly over a 

quarter of these modifications remained current at the beginning of 2010.  However, modification 

affordability has increased:  by late 2011, less than ten percent of all modifications increased or left 

the payment the same.  The redefault rate of modified loans made in 2010 was approximately one half 

that of modifications made in 2008 (Walsh, 2012). 

A problem facing foreclosure prevention counseling has been counselor retention.  Counselors receive 

relatively poor pay for stressful work. Counselors often face staff shortages, heavy training 

requirements, intensive reporting and data entry requirements, and the frustration of attracting 

borrowers too late into the foreclosure process (Hylands, 2013). As well, counselors experience 

additional stress from the emotional work of working with clients who are often desperate and 

frightened. 

A variety of studies have examined foreclosure prevention counseling success rates.  These studies 

show similar results, though the percentages and magnitudes vary by study and by study sample.  They 

also examine different aspects, so a one-to-one comparison is often not possible.   

For example, a study of nearly 26,000 loans made to low-to-moderate-income borrowers found 50% 

higher cure odds for homeowners who participated in counseling.  The authors also found no 

difference in results between in-person and telephone counseling.  They did, however, find that timing 

plays a role and that counseling has the best results when undertaken during an active delinquency 

situation (Ding, Quercia, & Ratcliffe, 2008). 

Collins & Schmeiser (2012) found that the likelihood of losing a home to foreclosure drops after 

counseling by two to four percent.  They also found that borrowers are more likely to miss payments 

ŀŦǘŜǊ ǊŜŎŜƛǾƛƴƎ ŎƻǳƴǎŜƭƛƴƎΣ ŀƴŘ ŀǘǘǊƛōǳǘŜŘ ǘƘƛǎ ǘƻ ǘƘŜ ŦŀŎǘ ǘƘŀǘ ŎƻǳƴǎŜƭƛƴƎ ŘƻŜǎ ƴƻǘ ŎƘŀƴƎŜ ƻƴŜΩǎ 

financial situation and that homeowners initiate counseling when they realize they cannot sustain their 

mortgages and also to the fact that some negative selection for counseling was also observed (i.e. 

there is a tendency for those in more distressing financial situations to initiate counseling.  This may, 

in some cases, be a strategic decision, due to the fact that many lenders and servicers informed 

homeowners they should only contact them after they had missed payments.  Collins & Schmeiser also 
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found that receiving a mortgage modification is related to counseling, and that, particularly for 

minority homeowners, counseling increased the likelihood of receiving a lower interest rate and/or 

lower monthly payments (2012). 

The National Foreclosure Mitigation Counseling Program (NFMC), which funded foreclosure 

prevention counseling via federal appropriation, undertook an analysis of nearly 61,000 loans to 

examine the effects of the program during its first year.  The authors found that the NFMC counseling 

helped 880 homeowners from entering foreclosure, a reduction of approximately 18% from the 

number expected without counseling.  This equates to a cost-savings of $33 million.  They also found 

that homeowners receiving counseling were 1.6 times more likely to cure a foreclosure than those 

who did not participate in counseling.  Likewise, those who participated in counseling and received a 

modification had, on average, mortgage payments $454 less per month than those who received a 

modification without participating in counseling (Mayer, Tatian, Temkin, & Calhoun, 2009). 

Several studies have also examined the redefault rates of those who participated in counseling.  For 

example, a report on Freddie Mac loans and counseling reported a 26.4% contact rate and a contact-

to-cure rate of 54.5%, for a total of 6,099 foreclosure avoidances.  Using 60-day delinquency as a 

redefault measure, 18.67% of these mortgages redefaulted, in comparison to 25% of cures that did 

not participate in counseling (Cutts & Merrill, 2008). 

Winter & Swanstrom (2010) examined 1,460 instances of counseling between January 2008 and 

September 2009 that occurred in St. Louis, Missouri.  They reported on the demographics of those 

receiving counseling, who on average were lower income, more African American, more single-parent 

households, and more female than the MSA overall.  As well, about half the loans were subprime or 

exotic.  Of these homeowners, 87% were delinquent when they entered counseling.  Thirteen percent 

received a modification, and another 13% brought the mortgage current by some other means.  At the 

end of the study period, 84% remained the legal owner of the home, though this represents a 

maximum of 21 months post-counseling and in many cases the elapsed time after counseling is only a 

few months.  It also does not capture any homeowners currently delinquent or in default (Winter & 

Swanstrom, 2010).   

The U.S. Department of Housing and Urban Development commissioned a study on counseling 

outcomes.  The study examined 824 homeowners who participated in counseling, spread over twenty-

four counseling agencies.  Like the Winter & Swanstrom (2010) sample, the demographics of those 

receiving counseling were lower income, more African American, more female, and younger than the 

U.S. average.  Of these, 39% received a temporary or permanent modification and an additional 32% 

received a repayment or forbearance plan.  The status of the homeowners was examined again 

eighteen months after enrollment.  Fifty-six percent were current and residing in the house; 28% were 

delinquent and residing in the house; and 16% had lost the home.  The researchers also found timing 

to be important:  of those who participated in counseling before entering delinquency, 70% were 

current at follow-up eighteen months later.  Of those who were six months or more behind on 

mortgage payments when they entered counseling, only 30% were current at follow-up.  The study 

also found somewhat better outcomes for telephone counseling as compared to in-person counseling, 

but the authors hypothesized that clients with greater needs participated in in-person counseling more 

often, making the results not directly comparable (Jefferson, Spader, Turnham, & Moulton, 2012). 
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Several studies of mediation outcomes have been undertaken as well.  Cohen & Jakabovics (2010) 

report on state-based mediation programs provides outcome statistics for a variety of programs.  For 

example, Connecticut, a state with mandatory mediation, reports a 74% settlement rate (i.e. an 

agreement is reached between the two parties and the foreclosure suit is dropped) and that 60% of 

homeowners remain in their home at the end of the process.  This 60% is comprised of 42% who 

receive a modification, 12% that receive a forebearance plan, and 6% that receive a reinstatement or 

partial claim.  New Jersey, which has an opt-in mediation program, reports a 50% settlement rate, 70% 

of which remain in the home (Cohen & Jakabovics, 2010). 

DƻƭŘǎǘŜƛƴ Ŝǘ ŀƭΦΩǎ όнлмоύ ǎǘǳŘȅ ŜȄŀƳƛƴŜŘ ǘƘŜ tƘƛƭŀŘŜƭǇƘƛŀ wŜǎƛŘŜƴǘƛŀƭ aƻǊǘƎŀƎŜ 5ƛǾŜǊǎƛƻƴ tǊƻƎǊŀƳ ŀƴŘ 

ŦƻǳƴŘ ǘƘŀǘ ǘƘŜ ǇǊƻƎǊŀƳ ǇŜǊǘŀƛƴǎ ǘƻ ƻǾŜǊ сл҈ ƻŦ ǘƘŜ ŎƛǘȅΩǎ ŦƻǊŜŎƭƻǎǳǊŜ ŦƛƭƛƴƎǎΤ ŀǇǇǊƻȄƛƳŀtely 70% of 

eligible homeowners participated; 35% of those participants reached a settlement; and that for cases 

settled in the first year of the program (2008), 85% were still current twenty months later.  The authors 

also found that the mediation program did not extend the foreclosure process:  the average case spent 

53 days in mediation while the typical non-mediated foreclosure suit lasted ten months (Goldstein et 

al., 2013). 

Property Acquisition 

Given the aftereffects of the foreclosure crisis on neighborhoods and communities, the problem of 

cleaning up vacant and abandoned foreclosed properties is an extensive and difficult one.  Putting 

aside the issues of scale and funds, several aspects of the foreclosure crisis cause particular difficulties 

to CDCs and other local organizations working to acquire and reuse foreclosed properties.  First of all, 

the issue of timing is important.  Vacant houses are often vandalized within days of dis-occupancy, 

resulting in a property that has negative equity (i.e. it would cost more to repair the house than it 

ǿƻǳƭŘ ōŜ ǿƻǊǘƘύ ǘƘŀǘ ƛǎ ǾŀƭǳŜƭŜǎǎ ǘƻ ŀƭƭ ōǳǘ ǎǇŜŎǳƭŀǘƻǊǎΦ  {ŜǊǾƛŎŜǊǎ ƻŦǘŜƴ ŀǘǘŜƳǇǘ ǘƻ άŘƻƴŀǘŜέ ǇǊƻǇŜǊǘƛŜǎ 

in poor condition to municipalities and other local organizations, but the acceptance rate is low due to 

the expectation from servicers that all fines and liens will be waived and that the city foot the cost of 

demolition (Living Cities, 2011).  Short sales are at first an appealing optionτthey would assist 

ōƻǊǊƻǿŜǊǎ ƛƴ ǘǊƻǳōƭŜ ƳŀƪŜ ŀ άŘƛƎƴƛŦƛŜŘ ŜȄƛǘέ ǿƘƛƭŜ ǘǊansferring title before the property becomes 

vacant and unsecured; however, two difficulties arise.  First, servicer payment schedules make 

foreclosures more lucrative than short sales.  Although the net loss for all parties is higher with a 

foreclosure, servicers generally have decision-making authority and naturally work to maximize their 

own profits.  Second, it is difficult to locate homeowners who are potentially amenable to a short sale 

(Fleischman, 2010).  Another problem in property acquisition is the issue of securitized mortgages, 

where it is unclear who has the authority to make a sale or transfer.  Similarly, in the case of bank 

walkaways, it is often impossible to identify the owner of record, leaving the property in limbo.  Finally, 

given the volatility in the housing market, it is simply difficult to properly value properties.  CDCs in 

particular work with tight margins and complex funding, often with several sets of external constraints 

on affordability and other aspects (Living Cities, 2011). 

One strategy to deal with and minimize these issues is bulk acquisition.  As Fleischman (2010) writes: 

Strategies that involve bulk purchases of REO properties enable both lenders and purchasers 

to avoid the inefficiencies and higher costs associated with piecemeal, retail-level REO sales.  

Through a bulk purchase, the nonprofit may get a discounted sale price on a portfolio of 

properties while acquiring a critical mass for redevelopment.  This strategy may also enable 
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the purchase to subsidize the rehabilitation of deteriorated homes with profits generated from 

ǎŀƭŜǎ ƻŦ ƳƻǊŜ ƛƴǘŀŎǘ ƘƻƳŜǎέ p.109.  

This is not to say that bulk acquisition strategies are a cure-allτgiven the need to target interventions, 

as discussed previously, bulk acquisition has the possibility to squander CDC resources if properties are 

acquired in a haphazard manner.  Thus, many successful bulk acquisition strategies are built on 

collaborative efforts that combine entities working at a larger geographic level with CDCs or other local 

organizations. 

NCST, introduced in Section 2.4.1, is a national-level effort to address the issue of property acquisition.  

¢ƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴ ŎƻƻǊŘƛƴŀǘŜǎ ƭŜƴŘŜǊǎΣ ǎŜǊǾƛŎŜǊǎΣ ŀƴŘ D{9ǎΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜƛƎƘǘ ƭŀǊƎŜǎǘ 

servicers, with state, county, and municipal governments in order to facilitate negotiations on REO 

properties (Gass, 2008; Living Cities, 2011). 

{ƻƳŜ ŎƻƳƳǳƴƛǘƛŜǎ ƘŀǾŜ ŜƴǊƻƭƭŜŘ ƛƴ I¦5Ωǎ !ǎǎŜǘ /ƻƴǘǊƻƭ !ǊŜŀ ό!/!ύ ǇǊƻƎǊŀƳ ǘƻ ōǳȅ ǇǊƻǇŜǊǘƛŜǎ ǿƛǘƘƛƴ 

a specified area for ŀ рл҈ ŘƛǎŎƻǳƴǘΦ  IƻǿŜǾŜǊΣ ǘƘŜ ǇǊƻƎǊŀƳΩǎ ƎǳƛŘŜƭƛƴŜǎ ŎŀǳǎŜ ŘƛŦŦƛŎǳƭǘƛŜǎΦ  I¦5 ǇƭŀŎŜǎ 

restrictions on the sale price of rehabilitated properties which restricts the pool of potential buyers 

and sometimes results in properties sitting on the market for longer periods of time.  Secondly, the 

ACA program requires the participating organization to take all REO properties within the program 

area, regardless of condition.  Columbus Housing Partnership (CHP) of Columbus, Ohio, originally 

participated in the program but changed strategies when it became apparent that many of the ACA 

REOs were too deteriorated or located on streets with very low levels of homeownership.  Instead, 

they began working with the City of Columbus, which is able to purchase FHA foreclosures for $1 and 

then re-sell the properties to the housing partnership.  This arrangement allows CHP to select 

properties in targeted areas and strategically stabilize neighborhoods (Gass, 2008). 

HANDS-CAPC, which was also discussed as an example of collaboration, made an offer to purchase 47 

loans that were involved in a real estate fraud and bankruptcy case (Simon, 2010).  To do so, the 

ƻǊƎŀƴƛȊŀǘƛƻƴ άŎƻƴŘǳŎǘŜŘ ǘƛǘƭŜ ǎŜŀǊŎƘŜǎ ŀƴŘ ǇŜǊŦƻǊƳŜŘ ŎƻƳǇǊŜƘŜƴǎƛǾŜ ǇƘȅǎƛŎŀƭ ƛƴǎǇŜŎǘƛƻƴǎ ǘƻ 

determine rehabilitation costs; worked closely with a local real estate firm to develop market 

ŀǎǎŜǎǎƳŜƴǘǎ ŀƴŘ ŀƴŀƭȅǎŜǎ ǘƻ ŘŜǘŜǊƳƛƴŜ ŎǳǊǊŜƴǘ Ψŀǎ-ƛǎΩ ǾŀƭǳŜǎ ŀƴŘ ǊŜǎŀƭŜ ǾŀƭǳŜǎ ŀŦǘŜǊ ǊŜƘŀōƛƭƛǘŀǘƛƻƴΤ ŀƴŘ 

evaluated the costs of carrying and managing the properties through foreclosure as well as all costs 

ǊŜƭŀǘŜŘ ǘƻ ŜȄŜŎǳǘƛƴƎ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜǎέ (Simon, 2010, p.125).  Based on this work, each property was 

assigned one of five exit strategies (Fleischman, 2010).  HANDS-CAPC then sent an offer to the 

ǇǊƻǇŜǊǘƛŜǎΩ ŀǎǎŜǘ ƳŀƴŀƎŜǊΦ  w9h ŀǎǎŜǘ ƳŀƴŀƎŜǊǎ ƻŦǘŜƴ have no familiarity with the communities where 

their properties are located, as well as no experience working with a CDC.  This made it necessary for 

HANDS-CAPC to back up its low offers with photographic evidence of the housing and neighborhood 

conditions before negotiations could move forward (Gass, 2008). 

It should be noted that this strategy is risky, due to the time and resources involved in researching the 

properties with no guarantee of a successful deal.  As well, this strategy worked well for HANDS-CAPC 

due to the fact that the mortgages were all connected to a lending scam and were not securitized 

(Fleischman, 2010).  Another key piece of this strategy was HANDS-/!t/Ωǎ ŎƻƭƭŀōƻǊŀǘƛƻƴ ǿƛǘƘ ǎƛȄ ƭƻŎŀƭ 

CDCs, each of which agreed to purchase and rehabilitate the properties located in their service area 

(Simon, 2010). 

Other property acquisition strategies used in response to the foreclosure crisis include the use of 

receivership in Chicago, which has allowed the demolition of blighted properties without the difficulty 
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of a years-long court process, and the exploration of purchasing promissory notes for entire 

subdivisions in Phoenix, which would allow foreclosure and redevelopment of the whole subdivision 

(Gass, 2008). 

Landbanking 

The purpose of a traditioƴŀƭ ƭŀƴŘ ōŀƴƪ ƛǎ ǘƻ άŀŎǉǳƛǊŜ ŀƴŘ ƘƻƭŘ ƭŀǊƎŜ ŀƳƻǳƴǘǎ ƻŦ ǇǊƻǇŜǊǘȅ ŦƻǊ 

ǊŜŘŜǾŜƭƻǇƳŜƴǘ ŀǎ ŀ ǿŀȅ ǘƻ ŜƴŎƻǳǊŀƎŜ ŘŜǾŜƭƻǇƳŜƴǘ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ƳǳƴƛŎƛǇŀƭƛǘƛŜǎΩ ƭƻƴƎ-ǘŜǊƳ Ǉƭŀƴǎέ 

(Fitzpatrick IV, 2010, p.145).  Traditional land banks are programs housed in municipal governments, 

and thus depend on local governments for funding and resources, which may become politicized.  Since 

they are municipal programs, traditional land banks have limited geographic scope, which results in 

several difficulties when dealing with properties impacted by foreclosure (Fitzpatrick IV, 2010).  Some 

traditional land banks, such as those in Ohio, obtain properties only passively; that is, when the 

property has not sold at two consecutive public auctions.  Since they are not independent legal entities, 

traditional land banks cannot purchase property or enter into contracts for the upkeep or demolition 

of vacant properties, essentially limiting traditional land banks to possession of vacant lots (Fitzpatrick 

IV, 2009). 

In contrast, a modern land bank is an independent entity with a statutorily defined mission.  Thus, 

modern land banks have dedicated staff and funding streams, freeing them of dependence on 

municipal departments and politicking and allowing for long-term planning.  The purpose of a modern 

land bank is also much broader than that of a traditional land bankτǘƻ άŀǎǎƛǎǘ ǇǳōƭƛŎ ŀƴŘ ǇǊƛǾŀǘŜ 

redevelopment by actively identifying and strategically acquiring parcels otherwise unattractive or 

unobtainable by public or private markets, clearing their titles, and, where necessary, deciding how to 

ǊŜƳŜŘƛŀǘŜ ǘƘŜ ǇǊƻǇŜǊǘȅ ǘƻ ƳŀƪŜ ƛǘ ŀǘǘǊŀŎǘƛǾŜ ŦƻǊ ŦǳǘǳǊŜ ƛƴǾŜǎǘƳŜƴǘέ (Fitzpatrick IV, 2010, p.146).  

Modern land banks are also not limited to a single municipalityτin the case of Ohio they are organized 

on the county level.  As a result, they achieve economies of scale that municipal land banks generally 

ŎŀƴΩǘΣ ŀǊŜ ŀōƭŜ ǘƻ ǎǇǊŜŀŘ Ǌƛǎƪ ƛƴ ǿŀȅǎ ǎƳŀƭƭŜǊ ƳǳƴƛŎƛǇŀƭƛǘƛŜǎ ŎŀƴΩǘΣ ŀƴŘ Ŏŀƴ ŦŀŎƛƭƛǘŀǘŜ ǊŜŘŜǾŜƭƻǇƳŜƴǘ 

efforts across municipal boundaries (Fitzpatrick IV, 2010; Hexter & Schnoke, 2009). 

Traditional land banks face several difficulties in attempting to acquire REO and other abandoned 

property.  First, REO sellers (financial institutions) hold large numbers of properties, which are spread 

out across the region and not confined to a particular municipality.  REO sellers also generally prefer 

to sell in bulk, which is not possible for a traditional land bank authorized to acquire properties only in 

its own municipality and only interested in properties that are part of preexisting development plans.  

For these reasons, traditional land banks often have trouble getting REO sellers to the bargaining table.  

Second, traditional land banks often face a shortage of funds, particularly as local government tax 

bases shrink (Fitzpatrick IV, 2010). 

In contrast, modern land banks have several advantages.  The fact that they serve larger geographic 

areas allows them to purchase in bulk and achieve economies of scale.  Secondly, their dedicated 

funding streams allow long-term planning and flexibility. Due to their size and dedicated funding, they 

are also able to store, demolish, and renovate properties to a greater extent than traditional land banks 

(Fitzpatrick IV, 2010).  They are also able to eliminate tax and other liens, as well as to avoid accruing 

additional liens (Immergluck, 2008).  As a dedicated entity, land banks can hold properties awaiting 

redevelopment for longer periods of time without accruing property taxes (Fleischman, 2010; 

Immergluck, 2008). 
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The state of Michigan has led the way with modern landbanking.  In 2009, ten Michigan counties had 

set up land bank authorities, in addition to the state land bank which held over 8,000 properties at 

that time.  Of the county land banks, the Genesee County Land Bank (GCLB) is the best known.  

Between 2003 and 2009, GCLB had demolished nearly one thousand properties, rehabilitated ninety 

affordable rental units and eighty single family homes, and sold seven hundred sidelots to adjacent 

property owners.  Between 2002 and 2005, GCLB leveraged over $112 million in benefits for the city 

of Flint using an expenditure of $3.5 million.  Combining three revenue sources,62 the land bank has an 

$8 million self-sustaining land revitalization fund (Schilling, 2009). 

Targeting 

The targeting of neighborhood stabilization efforts has been a common response to the negative 

ǎǇƛƭƭƻǾŜǊ ŜŦŦŜŎǘǎ ƻŦ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎΦ  DƛǾŜƴ ǘƘŜ ŜȄǘŜƴǘ ƻŦ ǘƘŜ ǇǊƻōƭŜƳ ƛǘ ǎƛƳǇƭȅ ƛǎƴΩǘ ŦŜŀǎƛōƭŜ ŦƻǊ 

most CDCs and jurisdictions to address all foreclosed and/or blighted properties in their service areas.  

According to Immergluck (2008): 

For example, if an initiative is able to purchase only 25 percent of the vacant properties in a 

small areaτwhich might be a sizeable number of homesτit may be difficult to make the 

acquired houses marketable either for purchase or for rental given the remaining vacancies in 

ǘƘŜ ŀǊŜŀΦ  Lƴ ƴŜƛƎƘōƻǊƘƻƻŘǎ ǿƛǘƘ Ƴŀƴȅ ǾŀŎŀƴǘ ǇǊƻǇŜǊǘƛŜǎΣ ΨƻƴŜǎŜȅ-ǘǿƻǎŜȅΩ ƳŀǊƪŜǘ-based 

approaches, where investors or developers may come in and pick up a few properties here 

and there, are likely to be very difficult.  High concentrations of foreclosure of vacant homes 

Ƴŀȅ ƭƛƳƛǘ ΨŦǊŜŜ ƳŀǊƪŜǘΩ ǊŜǎǇƻƴǎŜǎ ƛƴ ǎƻƳŜ ƴŜƛƎƘōƻǊƘƻƻŘǎ (p.14).   

Becca Goldstein, quoted in Communities at Risk (2011ύΣ ǎǘŀǘŜǎ άLŦ ǿŜ ƘŀǾŜ ŀ ōƭƻŎƪ with 10 foreclosures 

ŀƴŘ Ŏŀƴ ƻƴƭȅ ŀŎǉǳƛǊŜ нΣ ǿŜΩǊŜ ƴƻǘ ŘƻƛƴƎ ǘƘŜ ōƭƻŎƪέ όǇΦнуύΦ 

Targeting strategies generally look for relatively intact neighborhoods that are being negatively 

affected by foreclosure but can be stabilized with strategic intervention.  Though he was referring 

ǎǇŜŎƛŦƛŎŀƭƭȅ ǘƻ ǘƘŜ ǘŀǊƎŜǘƛƴƎ ƻŦ b{t ƳƻƴŜȅΣ DƻƭŘǎǘŜƛƴΩǎ ǎǘŀǘŜƳŜƴǘǎ ŀǇǇƭȅ ǘƻ ǘŀǊƎŜǘƛƴƎ ƛƴ ƎŜƴŜǊŀƭΥ  άb{t 

funds will make the most impact when invested in areas where objective and systematic data show 

the housing market is functioning reasonably well . . . Targeting places where the problem is 

ƳŀƴŀƎŜŀōƭŜ ŀƴŘ ǘƘŜ ǎǳǊǊƻǳƴŘƛƴƎ ƳŀǊƪŜǘǎ ƘŀǾŜ ǎǘǊŜƴƎǘƘ ƛǎ ŎǊƛǘƛŎŀƭ ǘƻ ǎǳŎŎŜǎǎέ ό2010, p.73).  The 

Reinvestment Fund, a non-profit community development institution located in Philadelphia, 

developed ŀ άƳŀǊƪŜǘ Ǿŀƭǳŀǘƛƻƴέ ŀǇǇǊƻŀŎƘ ǘƘŀǘ ǳǎŜǎ ƴŜƛƎƘōƻǊƘƻƻŘ-level data to determine where the 

ǇǳǊŎƘŀǎŜ ƻŦ ǾŀŎŀƴǘ ŦƻǊŜŎƭƻǎŜŘ ǇǊƻǇŜǊǘƛŜǎ ǿƛƭƭ ƘŀǾŜ ǘƘŜ ƎǊŜŀǘŜǎǘ ƛƳǇŀŎǘΦ  ¢ƘŜ Ǝƻŀƭ ƛǎ ǘƻ ƛŘŜƴǘƛŦȅ άŀǊŜŀǎ 

where foreclosure-related vacancies are a potentially destabilizing force and not heavily compounded 

on top of earlier vacancies, high crime rates, and other preexisting conditions that make 

ǊŜŘŜǾŜƭƻǇƳŜƴǘ ŜȄǘǊŜƳŜƭȅ ŘƛŦŦƛŎǳƭǘ ŜǾŜƴ ƛŦ ŦƻǊŜŎƭƻǎŜŘ ǇǊƻǇŜǊǘƛŜǎ ŀǊŜ ŘƛǊŜŎǘƭȅ ŀŘŘǊŜǎǎŜŘέ (Immergluck, 

2008, p.15). 

In addition to underlying housing market conditions, CDCs and local governments look to community 

assets as a base upon which to stabilize neighborhoods.  The idea is to start with a strong street or 

ōƭƻŎƪΣ ǎǘǊŜƴƎǘƘŜƴ ƛǘΣ ŀƴŘ ŎƻƴǘƛƴǳŜ ǘƻ ǎǘŀōƛƭƛȊŜ ƻǳǘǿŀǊŘΥ  άaƻŘŜƭ ōƭƻŎƪǎ ƛǎ ǊŜŀƭƭȅ ǘƘŜ ƴŜȄǘ ǿŀǾŜΦ  ²ŜΩǊŜ 

ƎƻƛƴƎ ǘƻ ƳŀƪŜ ǘƘƛǎ ǎǘǊŜŜǘ ǎǘǊƻƴƎ ŀƴŘ ƘŀǾŜ ƛǘ ǊƛǇǇƭŜ ƻǳǘ ŀƴŘ ǘƘŜƴ ǘŀǊƎŜǘ ŀƴƻǘƘŜǊ ǎǘǊŜŜǘέ όMarie Kittridge, 

                                                           
62 The revenue sources are the state Board of Revisions foreclosure fee, the proceeds of land sales, and revenue 
from TIF bonds issued by the land bank. 
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quoted in Living Cities, 2011, p.28).  CDCs and other organizations look for public and private 

investment, institutional uses such as universities and hospitals, schools, employment opportunities, 

commercial corridors, and other anchors when determining areas to target for stabilization (Gass, 

2008; Living Cities, 2011). 

Resident input and participation is another key factor to consider when making targeting decisions.  

For example, the City of Chicago and Mercy Housing, a non-profit housing developer, partnered for 

ǘƘŜ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ ŎƛǘȅΩǎ b{t ǇǊƻƎǊŀƳΦ  ¢ǿƻ ƎǳƛŘƛƴƎ ǇǊƛƴŎƛǇƭŜǎ ǿŜǊŜ ǳǎŜŘ ǘƻ ǎŜƭŜŎǘ ǎǘŀōƛƭƛȊŀǘƛƻƴ 

areas:  (1) geographically target activities to begin with, with the expectation to expand citywide in the 

future; and (2) provide a defensive position in areas where the city has made strategic investments in 

the past, where the neighborhood would be doing well if not for foreclosures, and where there is 

substantial community awareness and organization with respect to foreclosures (Swanstrom et al., 

2009).  Other organizations use the homeownership rate, the presence of clusters of households 

committed to neighborhood improvement, and evidence of community attention and concern, such 

as the frequency of calls to the police or city services, to assist in targeting decisions (Gass, 2008; Simon, 

2010).   Resident input is also important to ensure that neighborhood stabilization efforts do not take 

on the feel of top-down, Urban Renewal-type activities (Living Cities, 2011). 

In addition to changing acquisition strategies, many CDCs have also found it necessary to shift their 

thinking on the reuse of these properties.  Traditionally, CDCs have been in the business of building 

and rehabilitating affordable housing.  But the foreclosure crisis has forced this policy to be 

reevaluated, due to rampant vandalism and undermaintenance of foreclosed homes, the tightening of 

the credit market, and, especially in weak market areas, a housing market already grappling with the 

issue of oversupply. 

Many CDCs have scaled down or halted their rehabilitation work in the wake of the crisis.  Living Cities 

reports that two-thirds of the pilot programs it funds scaled back on rehabilitation work.  CDCs cite the 

increased cost of rehabilitating a vacant, abandoned, and possibly stripped house, as well as the need 

to act quickly to stabilize neighborhoods as reasons.  In many cases, CDCs have lowered their 

rehabilitation standards for the houses they do renovate.  In the past, CDC-rehabbed houses often 

included attractive amenities, but now many have scaled backτά²ŜΩǊŜ ŘƻƛƴƎ ǘǊƛŀƎŜΦ  ²Ŝ ƴŜŜŘ ƳŀƧƻǊ 

systems working, code compliance, no safetȅ ƘŀȊŀǊŘǎΣ ŦǊŜǎƘ Ŏƻŀǘ ƻŦ ǇŀƛƴǘΣ ǘƘŜƴ ǎŜƭƭ ƛǘέ (Tracey-

McAreavey citied in Living Cities, 2011, p.21).  However, not all CDCs have adopted this tack.  For 

ŜȄŀƳǇƭŜΣ ƛƴ /ƭŜǾŜƭŀƴŘΣ hƘƛƻΣ άǘƘŜ ƳŀƧƻǊ ǇǊƻōƭŜƳǎ ώǘƘŜϐ ǘŀǊƎŜǘ ƴŜƛƎƘōƻǊƘƻƻŘǎ ŀǊŜ ŦŀŎƛƴƎ ŀǊŜ ƭƻǿ ǾŀƭǳŜǎ 

and unmarketable housing.  Creating decent but not exciting for-ǎŀƭŜ ǇǊƻŘǳŎǘǎ ǿƻƴΩǘ ƘŜƭǇΦ  LƴǎǘŜŀŘΣ ƛƴ 

a bid to raise the value of the neighborhoods by creating housing products that are competitive, [the 

CDC] is raising rehab levels, specifically emphasizƛƴƎ ƎǊŜŜƴ ǊŜǘǊƻŦƛǘǎέ (Living Cities, 2011, p.21).  Some 

CDCs also use strategies such as homebuyer assistance programs and community marketing to 

increase the marketability of their for-sale offerings (Fleischman, 2010). 

In place of rehabilitations, many CDCs have begun strategically demolishing properties in targeted 

neighborhoods.  One reason for this is financial:  demolition costs much less per property than 

rehabilitation, and funds are scarce.  In addition, adding rehabilitated properties to the housing market 

in many weak market cities would only increase the downward pressure on prices, possibly spurring 

additional foreclosures or more underwater homeowners (Immergluck, 2008).  Leaving abandoned 

properties to sit can negatively affect nearby intact properties as well.  In Communities at Risk (Livin 
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Cities, 2011), one CDC shared the story of three new, top-ǉǳŀƭƛǘȅ ƘƻƳŜǎ ǘƘŀǘ ǿŜǊŜƴΩǘ ǎŜƭƭƛƴƎ ŘǳŜ ǘƻ 

several nearby foreclosed homes in poor condition.   

The devastation of already poor and outdated housing stock combined with decades of population 

decline and disinvestment have opened to door to conversations about shrinking cities in the Rust Belt.  

άLƴ ŎƛǘƛŜǎ ƭƛƪŜ 5ŜǘǊƻƛǘ ŀƴŘ /ƭŜǾŜƭŀƴŘΣ ǿƘƛŎƘ ƘŀǾŜ ƭƻǎǘ ǊƻǳƎƘƭȅ ƘŀƭŦ ǘƘŜƛǊ ǇƻǇǳƭŀǘƛƻƴǎ ƛƴ ǘƘŜ ƭŀǎǘ ƘŀƭŦ 

centurȅΣ ǘƘŜ ƳƛǎƳŀǘŎƘ ƻŦ ƘƻǳǎƛƴƎ ǎǳǇǇƭȅ ǘƻ ǇƻǇǳƭŀǘƛƻƴ ƘŀŘ ōŜŜƴ ŀ ǘŀōƻƻ ǘƻǇƛŎέ (Living Cities, 2011, 

p.23).  Many cities faced with a permanently reduced population and oversupply of housing are 

working to plan for the future and align demolitions and other neighborhood stabilization efforts with 

these plans.  Many are envisioning cities with more green, open spaces.  It was suggested that Detroit 

remodel itself as a series of urban villages surrounded by greenspace and connected by transit (Living 

Cities, 2011).  Some communities choose to see the foreclosure crisis as an opportunity to redesign 

their communities, adding amenities such as greenspace, pocket parks, green infrastructure, urban 

agriculture, trailways, reconstructed wetlands, and community gardens, among others (Fleischman, 

2010; Gass, 2008; Living Cities, 2011). 

Legal Responses 

As the effects of the foreclosure crisis have spread, some municipalities have worked to increase the 

cost of holding vacant and abandoned properties and to encourage higher standards of maintenance.  

The motivations for this are at least threefold:  (1) to increase safety for its residents by discouraging 

the holding of derelict and unsafe properties; (2) to discourage additional foreclosures by increasing 

the holding costs to financial institutions; and (3) to require the owners of vacant and abandoned 

properties to pay for maintenance costs, rather than allowing the costs of un- and under-maintained 

properties to be paid by the community through lower property values, increased service costs, and 

reduced safety (Immergluck, 2008).   

One way municipalities have done this is by making changes to the judicial process.  For example, some 

cities have increased court fees for foreclosure filings.  Cuyahoga County has done so and uses the 

proceeds to fund its foreclosure mediation program.  Louisville, Kentucky now taxes properties with 

code violations at a higher rate (Immergluck, 2008).  Freeport, Illinois increased its fee for filing a 

foreclosure case from $317 to $367 for lenders and servicers filing in low volumes, and from $317 to 

$867 for those filing in large volumes.  Though the city saw a drop in filings (19% from the previous 

month, and 40% year-over-year), foreclosure filings had already been dropping and some speculated 

that lenders and servicers had hurried to file before the change, which, if true, would have exaggerated 

the apparent effect (Gary, 2013).  The city of St. Louis created a Problem Property Court to deal 

exclusively with blighted properties.  The court has been successful, with more than 8,900 properties 

brought up to code and nearly a million dollars in fines paid between 2002 and 2007.  The court has 

also placed liens on another 990 properties for a total of $2.7 million in maintenance services carried 

out by the city.  When these are not paid, the city has the right to foreclose on the properties and then 

transfer the property to the city land bank (Swanstrom et al., 2009). 

Some cities have also passed receivership laws, which provide an avenue to get control of a problem 

property.  In the case of a blighted property with an unresponsive owner, the city can place a lien on 

the property and appoint a receiver to carry out necessary rehabilitation work.  The city can then 

instigate a foreclosure and gain control of the property if the owner does not pay the lien.  The property 

is then likely to be passed on to a local CDC or land bank (Fleischman, 2010). 
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Municipalities have also worked to achieve these ends by passing new or stronger property 

maintenance laws, or by increasing the enforcement of those already on the books.  In cases where 

penalties have been increased, the extra revenue often goes to funding foreclosure prevention 

programs (Immergluck, 2008).  There are three main types of these laws:  vacant property ordinances, 

point of sale ordinances, and escrow requirements. 

The first of these three types, the vacant property ordinance,63 requires owners of vacant properties 

to register them with the municipality, usually accompanied by a registration fee, and submit to 

periodic inspections of the property.  Buyers then receive the most recent inspection report before 

ǇǳǊŎƘŀǎƛƴƎ ǘƘŜ ƘƻƳŜΦ  ¢Ƙƛǎ ǎƘƻǳƭŘ ǊŜŘǳŎŜ άŀǎ ƛǎέ ǘǊŀƴǎŀŎǘƛƻƴǎΣ ƛƴ ǿƘƛŎƘ ǳƴƛƴŦƻǊƳŜŘ ǇǳǊŎƘŀǎŜǊǎ ƻŦǘŜƴ 

buy properties with serious code violations and/or delinquent property taxes unaware (Fitzpatrick IV, 

Nelson, Richter, & Whitaker, 2013).  Many cities passed these ordinances once it became apparent 

that banks and other financial institutions were rapidly divesting of low-value properties in 2007 and 

2008.  Many of these REOs were then sold to large investors, who left their properties vacant about 

twice as often as properties owned by individuals (Fitzpatrick IV et al., 2013).   

Schilling (2009) listed the following as key aspects of effective vacant property ordinances: 

¶ The ordinance should apply to a wide variety of structures and uses, rather than being 

restricted to residential housing. 

¶ The ordinance should clearly state the security and maintenance standards and consider 

requiring liability insurance for the owners of vacant properties. 

¶ A local point of contact should be required in order that the municipality can enforce code 

violations. 

¶ ¢ƘŜ ǊŜƎƛǎǘǊŀǘƛƻƴ ŦŜŜ ǎƘƻǳƭŘ ōŜ ƭŀǊƎŜ ŜƴƻǳƎƘ ǘƻ ŎƻǾŜǊ ǘƘŜ Ŏƻǎǘǎ ƻŦ ǘƘŜ ǇǊƻƎǊŀƳΩǎ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴ 

and implementation.  Fee schedules that increase as the length of vacancy increases should 

be considered. 

¶ The ordinance should allow municipalities to assess unpaid fees and/or fines as municipal liens, 

which allows the city to file a foreclosure on the non-complaint property. 

An example of a city that passed a strong vacant property ordinance is Wilmington, Delaware.  Prior 

ǘƻ нллоΣ ǘƘŜ ŎƛǘȅΩǎ ǾŀŎŀƴǘ ǇǊƻǇŜǊǘȅ ǊŜƎƛǎǘǊŀǘƛƻƴ ŦŜŜ ǿŀǎ Ϸнр ǇŜǊ ȅŜŀǊΣ ǿƘƛŎƘ ǿŀǎ ƛƴǎǳŦŦƛŎƛŜƴǘ ǘƻ 

disincentivize the holding of vacant properties and often went uncollected.  This changed with the 

enactment of a new ordinance in 2003.  Applying to any property that has been vacant for over one 

year, the registration fee ranges from $500 (for one year of vacancy) to $5,000 for properties that have 

been vacant for ten years (plus an additional $500 for each additional year).  Changes in ownership do 

not affect the clock on the years of vacancy; only a period of occupancy would restart the vacancy 

clock.64  Waivers are available to those who can provide evidence of renovation or demolition plans, 

or who plan to reoccupy or sell within a year.  The city can foreclose on the property when the fees 

remain unpaid; ideally the property will then be purchased at auction and brought into productive 

reuse (Schilling, 2009). 

¢ƘŜ ŜŦŦŜŎǘǎ ƻŦ ²ƛƭƳƛƴƎǘƻƴΩǎ ƻǊŘƛƴŀƴŎŜ ŀǊŜ ǎǳōǎǘŀƴǘƛŀƭΦ  Lƴ нллоΣ ǇǊƛƻǊ ǘƻ ǇŀǎǎƛƴƎ ǘƘŜ ƻǊŘƛƴŀƴŎŜΣ ǘƘŜ Ŏƛǘȅ 

collected a total of $7,875 in registration fees from 950 eligible properties.  By 2007, the city collected 

                                                           
63 Some municipalities have passed foreclosed property ordinances, which function in the same manner as vacant 
property ordinances but apply to foreclosed properties rather than vacant properties. 
64 The ordinance does not state how long an occupancy period must be for the vacancy clock to be reset. 
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$1,050,000 in fees for 603 properties.  The number of vacant properties decreased by 22% during this 

time, and the valuation of building permits for vacant structures increased from $6.8 million in 2005 

to $20.8 million in 2007 (Schilling, 2009). 

Similarly, Cincinnati, Ohio updated its Vacated Building Maintenance License program in 2006, 

changing the licensing fee from $300 per property to a sliding scale, with fees ranging from $900 to 

$3,500, depending on how long the property has been vacant.  The program also requires $300,000 in 

liability insurance for vacant residential properties.  In the year prior to the fee increase, the program 

collected $53,100 in fees from 175 licenses; during the year following the increase, the city collected 

$265,500 for 290 licenses.  In cases where the property becomes occupied during the year for which 

the fee was paid, owners are reimbursed the licensing fee (Schilling, 2009). 

! ǘƘƛǊŘ ŜȄŀƳǇƭŜ ƛǎ ǘƘŀǘ ƻŦ /Ƙǳƭŀ ±ƛǎǘŀΣ /ŀƭƛŦƻǊƴƛŀΦ  /Ƙǳƭŀ ±ƛǎǘŀΩǎ ƻǊŘƛƴŀƴŎŜ ŀǇǇƭƛŜǎ ǘƻ ǇǊƻǇŜǊǘƛŜǎ ƛƴ 

foreclosure, rather than to vacant structures.  The registration fee is only $70, but the ordinance 

requires weekly property inspections and a twenty-four hour point of contact.  Non-compliance 

penalties can reach $1,000 per violation per day; criminal prosecution is also possible and punishable 

by a maximum fine of $1,000 and up to six months in jail (Schilling, 2009). 

The second type of ordinance is the point of sale ordinance, which requires a property inspection 

immediately prior to sale.  The expectation is that these inspections ǿƛƭƭ ǊŜŘǳŎŜ ǘƘŜ ƴǳƳōŜǊ ƻŦ άŀǎ ƛǎέ 

transactions, and particularly those involving inexperienced and uninformed buyers. The third type is 

an escrow requirement.  Escrow requirements require that the owner of record to put a specified 

amount of money in an escrow account, which can then be used to pay for property upkeep and fines 

if the owner does not keep the property properly maintained.  For example, Springfield 

(Massachusetts) and Albany (New York) require $10,000 in escrow for each foreclosure, while 

Worchester (Massachusetts) requires $5,000.  This type of ordinance effectively adds five to ten 

thousand dollars to the cost of each foreclosure for the lender or servicer, though it is possibly 

recuperable.  The expected effect is that lenders and servicers will foreclose less on low-value 

properties where they have little chance of recovering the escrow money (Fitzpatrick IV et al., 2013). 

Fitzpatrick et al. (2012; 2013) have researched the impacts of vacant property registration ordinances, 

point of sale ordinances, and escrow requirements in two papers.  They found that both point of sale 

inspections and vacancy registrations reduced the likelihood that a house would be flipped, defined in 

the paper as resold within two years.  They also found evidence that vacancy rates are reduced when 

vacancy registration ordinances are in effect.  However, the results were in general mixed and the 

researchers concluded that these ordinances did not reduce or prevent housing blight during the 

foreclosure crisis (Fitzpatrick IV, Nelson, Richter, & Whitaker, 2012). 

The 2013 paper examined the impacts of property ordinances on loans as well.  The authors found 

little evidence that these ordinances reduce the incidence of risky loans, though the combination of a 

point of sale ordinance with an escrow requirement does slightly reduce the likelihood that a loan will 

eventually go to foreclosure slightly.  However, they did find evidence that the ordinances reduce the 

likelihood that a property is tax-delinquent, which is a proxy for housing condition.  In particular, they 

found that escrow requirements have a positive effect on properties:  in comparison to municipalities 

where escrow was not required, properties were less likely to be tax-delinquent post sale, only slightly 

less likely to transition from delinquent to current, and less likely to transition from current to 

delinquent (Fitzpatrick IV et al., 2013).  However, in some cases escrow requirements have hurt 
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struggling homeowners:  a Worchester paper reported that banks simply added escrow costs to the 

amount owed by homeowners, making it even more difficult to get a mortgage back on track 

(Caywood, 2013). 

Though Fitzpatrick et al. found no clear impact on underwriting decisions and property transactions, 

and only found significant impacts on property condition in the case of escrow requirements, these 

legal changes can still benefit municipalities.  These ordinances facilitate the tracking and monitoring 

of vacant and problem properties, as well as create a revenue stream that can be used to counteract 

the negative municipal and community impacts of these properties.   

2.5 Summary 

Before embarking on the research itself, the extant academic literature and policy research has been 

catalogued, reviewed, and criticized in order to build upon what is known and to situate the research 

within both the scientific and the policy context.  

An important aspect of this is to define key terms used in the research, for example neighborhood.65  

Perusing the literature, it becomes clear that there is no clearly-bounded and generally accepted 

definition of neighborhood.  Rather a range of definitions exist, ranging from the idiosyncratic and 

resident-defined (i.e. neighborhoods are defined relative to individuals and thus vary from person to 

person) to externally defined boundaries used primarily due to data availability (such as U.S. Census 

ǘǊŀŎǘǎύΦ  CƻǊ ǘƘƛǎ ǊŜǎŜŀǊŎƘ L ƘŀǾŜ ŎƘƻǎŜƴ ǘƻ ǳǎŜ {ǳǘǘƭŜǎΩ όмфтнύ ŦƻǳǊ-level hierarchy of neighborhood. 

The term neighborhood used in this research is equivalŜƴǘ ǘƻ {ǳǘǘƭŜǎΩ Ψlocal network and the face-blockΩ 

ƻǊ Ψhome areaΣΩ ǿƘƛŎƘ ƛǎ ƛƴŘƛǾƛŘǳŀƭ-specific and encompasses approximately the area reachable within 

ŀ ŦƛǾŜ ǘƻ ǘŜƴ ƳƛƴǳǘŜ ǿŀƭƪ ŦǊƻƳ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭΩǎ ǊŜǎƛŘŜƴŎŜΦ  ¢ƘƻǳƎƘ ǘƘƛǎ ǘŜǊƳ ƛǎ ǎǳōƧŜŎǘƛǾŜƭȅ ŘŜŦƛƴŜŘΣ ƻƴe 

Ŏŀƴ ŀǎǎǳƳŜ ǘƘŜǊŜ ƛǎ ǎǳŦŦƛŎƛŜƴǘ ƻǾŜǊƭŀǇ ǘƘŀǘ ǊŜǎƛŘŜƴǘǎ ŘƛǎŎǳǎǎƛƴƎ ǘƘŜƛǊ ΨƴŜƛƎƘōƻǊƘƻƻŘΩ ǿƛƭƭ ōŜ ǊŜŦŜǊŜƴŎƛƴƎ 

approximately the same geographic area.  The term community ǊŜŦŜǊǎ ǘƻ {ǳǘǘƭŜǎΩ ǘŜǊƳ Ψdefending 

neighborhoodΣΩ ǿƘƛŎƘ ƛǎ ǘƘŜ ǎƳŀƭƭŜǎǘ ƎŜƻƎǊŀǇƘƛŎ Ŝƴǘƛǘy generally recognized by both residents and 

outsiders; it contains local businesses and institutions, such as churches.  In this research communities 

are approximated as Census tracts.  Finally, the term locality, which plays a smaller role in this research, 

ƛǎ ŘŜŦƛƴŜŘ ŀǎ {ǳǘǘƭŜǎΩ ΨŎƻƳƳǳƴƛǘȅ ƻŦ ƭƛƳƛǘŜŘ ƭƛŀōƛƭƛǘȅΩ ƻǊ ΨƭƻŎŀƭƛǘȅΦΩ  [ƻŎŀƭƛǘȅ ǊŜŦŜǊǎ ǘƻ ŀ ƭŜǾŜƭ ƻŦ ǎǇŀǘƛŀƭ 

aggregration more commonly used by external agents, such as city traffic and planning divisions and 

commercial interests.  Here localities are approximated as SPAs (Statistical Planning Areas). 

To ground the choice of analysis level (the neighborhood and the community), the research was 

situated within an array of research concerning the importance of geographic clustering for many 

educational, economic, and health outcomes, otherwise known as neighborhood effects research.  

Dietz (2002) listed three types of neighborhood effects:  endogeneous effects, where the aggregate 

ōŜƘŀǾƛƻǊ ƻŦ ƴŜƛƎƘōƻǊǎ ƛƴŦƭǳŜƴŎŜ ƛƴŘƛǾƛŘǳŀƭǎΩ ōŜƘŀǾƛƻǊΤ ŎƻǊǊŜƭŀǘŜŘ ŜŦŦŜŎǘǎΣ where neighborhood 

outcome patterns are the result of self-sorting into homogeneous neighborhoods; and exogeneous 

effects, where neighborhood patterns are the result of outside influences, such as housing 

discrimination.  In all likelihood, observed neighborhood effects are the result of a combination of all 

three potential sources. 

                                                           
65 Community is another key term in this research.  However, the term community is even less well-defined than 
the term neighborhood within the city & regional planning and geography literature. 
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5ǳŜ ǇǊƛƳŀǊƛƭȅ ǘƻ ƳŜǘƘƻŘƻƭƻƎƛŎŀƭ ƛǎǎǳŜǎΣ ŀ ƭŀǊƎŜ ƎŀǇ ŜȄƛǎǘǎ ōŜǘǿŜŜƴ ƴŜƛƎƘōƻǊƘƻƻŘ ŜŦŦŜŎǘǎΩ ǘƘŜƻǊȅ ŀƴŘ 

empirics.  These issues include spatial and temporal uncertainties (At what level of aggregation does a 

phenomenon occur?  Is there a temporal lag involved?), ignoring neighborhood sorting and parental 

effects, and the reflection problem, where the individuals whose qualities are under investigation are 

also those whose qualities are used to characterize the neighborhood.  All of these issues potentially 

lead to model misspecification, which can result in the detection of neighborhood effects where there 

are none, or determining that none exist when in fact they do. 

This research assumes neighborhood effects are present.  Though I do not attempt to discover whether 

these effects are endogeneous, correlated, or exogeneous, the research questions, the framing of the 

research, and the methods used imply both endogeneous and exogeneous neighborhood effects. 

bŜȄǘ ŦƻǊŜŎƭƻǎǳǊŜΣ ǘƘŜ ǊŜǇƻǎǎŜǎǎƛƻƴ ƻŦ ŀ ƭƻŀƴΩǎ ŎƻƭƭŀǘŜǊŀƭ όƛƴ ǘƘƛǎ ŎŀǎŜ ǘƘŜ ƘƻǳǎŜύ ōȅ ŀ ōŀƴƪ ƻǊ ŦƛƴŀƴŎƛŀƭ 

institution upon lack of payment by the borrower, was introduced. The process, entry and exit points 

of foreclosure, and possible alternatives were described.  This was followed by a discussion of 

foreclosure patterns according to loan and borrower characteristics as well as environmental or spatial 

clustering.  With respect to traditional loan indicators, lower quality and more expensive loans have 

higher rates of default.  Loan characteristics including high loan-to-value ratios, no doc loans, increased 

interest rates, prepayment penalties, balloon payments, loans classified as subprime, and ARMs are 

associated with increased default risk. In contrast, lender localness is associated with reduced default 

risk.  With respect to borrower characteristics, the two main features associated with delinquency and 

default are the existence of a triggering event, such as divorce or job loss, and race.  Both black and 

Hispanic borrowers are significantly much more likely to default than white borrowers; however, this 

appears to be primarily due to discrimination, since minority borrowers receive high cost loans much 

more often than white borrowers, even when they qualify for prime loans.   

There is also clear evidence that foreclosures are not evenly distributed, from the national level to 

within individual neighborhoods.  In particular, minority and low-income neighborhoods and 

communities are likely to see concentrated foreclosures in weak market areas.  Factors that are 

associated with increased foreclosure rates in a neighborhood or community include increased 

metropolitan black-white segregation, higher shares of black residents, lower median income, higher 

poverty rates, higher unemployment rates, increased housing stock age, inner city location, and a weak 

local housing market.  Foreclosure rates are also influenced by the state and local regulatory 

environment.  For example, in Ohio, one can expect higher rates of REOs given the longer foreclosure 

process than in neighboring Pennsylvania (Richter, 2008). 

The existing research provides strong evidence for the high costs of concentrated foreclosures to 

neighborhoods and communities, including property devaluation, increased blight, and increased 

crime, as well as the psychological effects of living in such an environment.  Municipal service needs 

increase as the result of foreclosures as well.  Apgar & Duda (2005) estimated municipal costs ranging 

from $430 to $34,199 per property under five post-foreclosure scenarios.  Several public health studies 

have shown the negative effects of concentrated foreclosures on health measures, including increased 

rates of depression, insomnia, and emergency room visits as well as an increase in West Nile virus 

infections that likely resulted from unmaintained swimming pools of foreclosed properties. 

Like the term neighborhood itself, the term neighborhood change is nebulously defined. Within 

neighborhood change research, the concept itself is rarely defined.  Rather, a particular indicator is 
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chosen as the focus, and changes in said indicator result in changes in another neighborhood indicator 

reveal whether said indicator is related to neighborhood change.  Researchers tend to use a dependent 

indicator that is common in their fieldsτfor example, in this research I use property value, which is a 

common choice within the economics literature.  There are a wide variety of neighborhood change 

theories, including ecological models, based on invasion-succession models from ecology; subcultural 

models, which focus on the role of human agency in neighborhood change; and political economy 

models, which situates neighborhood change as occurring as the result of larger political and economic 

forces.  Synthetic models integrate components of the previous three types.  Finally, tipping models fit 

with any of the above theories, but hypothesize a non-linear relationship between changes in 

indicators and neighborhood change.  That is, beyond some threshold value of an indicator, more rapid 

(and perhaps unstoppable) neighborhood change will be triggered. 

More limited research indicates that foreclosures and neighborhood change are tied together, with 

evidence of a mutually reinforcing relationship between the two.  Research also shows that the 

neighborhood change resulting from concentrated foreclosures tends to increase racial segregation 

and income segmentation. 

A wide variety of foreclosure prevention and mitigation responses have been used in the wake of the 

foreclosure crisis.  On the federal level, responses have been generally ineffective and highly influenced 

by the financial industry, avoiding more onerous responses that would allocate shared responsibility 

to banks and other lenders.  States have attempted to create and enforce anti-predatory lending laws, 

but generally those with any teeth have been pre-empted by the federal government.  Responses on 

the local level span a wide variety of strategies, including collaboration, organizing and advocacy, 

foreclosure prevention counseling and mediation programs, property acquisition strategies, 

landbanking, targeted intervention, and legal changes.  These responses occur on a variety of levels 

and are often interdependent, such as the need for legal changes in order to develop effective property 

acquisition strategies. 

The effect of foreclosure prevention and mitigation responses on neighborhood stability is unknown.  

In theory, mortgage modifications and the use of foreclosure alternatives should increase 

neighborhood stability as it reduces resident turnover and potential vacancies in the neighborhood.  

Post-foreclosure responses are also designed with the intent of increasing neighborhood stability and 

well-being.  For example, targeted demolitions of blighted and abandoned structures are intended to 

reduce and remove visible physical decay from neighborhoods.  However, up to this point in time no 

studies have examined the effects of foreclosure prevention and mitigation efforts on the 

neighborhood level and whether these efforts, individually or concurrently, make a difference with 

respect to neighborhood stability.  Thus this research works to fill this knowledge gap. 
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Chapter 3 Research Design, Methods, and Data 

Now that the general problem context and the existing research have been introduced and analyzed, 

this chapter presents and discusses the research design, case selection, methods, and data used in this 

research.  It explains the decisions made concerning the research design, as well as the existing 

research, assumptions, and facts underlying these decisions.  The advantages and disadvantages of 

these decisions and the data used are also discussed.  The research questions are reprinted here for 

reference: 

Do foreclosure prevention and mitigation responses have an impact on neighborhood well-

being?   

¶ Under what political, social, and financial constraints do foreclosure responses in 

Cuyahoga County operate, and how do these constraints impact their operation and 

impacts? 

¶ What foreclosure responses have been implemented in Cuyahoga County?  How have 

these responses been created and developed? 

¶ To what extent are these foreclosure responses implemented and/or utilized?   

¶ What distribution of outcomes is seen?  Do these vary among neighborhoods and 

communities? 

¶ What strategies have been used in the foreclosure responses observed in Cuyahoga 

County? 

¶ What neighborhood and community impacts are observed? Are these physical, 

economic, social, and/or political?   

¶ Do these impacts vary according to certain neighborhood and community 

characteristics? 

 

The geographical terminology used is also reproduced below for reference: 

Table 3.1:  Geographical Concepts used in this Research 

Term used in this 

research 

Suttles (1972) term External Definition 

Neighborhood Local network and the face-

block/Home area 

Resident-defined 

neighborhoods 

Community 

 

Defending neighborhood Census tract (2010 boundaries) 

Locality Community of limited 

liability/Locality 

Statistical Planning Area (SPA) 
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3.1 Research Design 

This research uses a mixed methods case study to examine the impacts of foreclosure prevention and 

mitigation responses on neighborhood change.  This section first briefly introduces the overall research 

design.  It then addresses and discusses aspects informing the choice of research design and methods:  

the epistemology, theoretical perspective, and methodology.  After establishing this foundation, the 

choice of research design, case study, is introduced and discussed.  Following this the choice of a mixed 

methods design is discussed.  Finally the concept of triangulation is introduced. 

3.1.1 Overview 

In order to answer the research questions concerning the impact of foreclosure prevention and 

mitigation efforts on neighborhood stability, a mixed methods case study was undertaken.   A case 

study was chosen for deeper, more focused investigation, due to the limited previous research in this 

area. Cuyahoga County, Ohio, where the city of Cleveland is located, was selected for the case study 

because of the highly developed foreclosure responses in the county, making it an exemplary test case 

for this research.  While the choice of a case study means that this research can not be freely 

generalized to other contexts, it provides starting points for additional research on foreclosure 

responses and other instances of sudden neighborhood change, particularly in other weak market 

regions. 

One component of the case study centered on qualitative inquiry, specifically by employing semi-

structured interviewing during two fieldwork trips to Cuyahoga County, Ohio in April and May 2011 

and October 2012.  The quantitative component of the research used quantile regression to 

numerically model possible impacts of various programs on neighborhood property value changes.  

Though the qualitative and quantitative components were independent of one another until the 

analysis stage, in some cases the results of the quantitative investigation opened new perspectives 

through which to further analyze the qualitative data, and vice versa.  Follow-up interviews were done 

in instances where gaps remained in the qualitative data, primarily in October 2012. The mixed method 

approach facilitated checking various data and results from the two components against one another, 

thereby strengthening the conclusions in some cases, and in others indicating areas where further 

investigation is required.  Figure 3.1 illustrates the research design graphically. 
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Figure 3.1:  Graphical representation of the research design 

3.1.2 Epistemology, Theoretical Perspective, and Methodology 

All research is supported by fundamental ideas about the nature of knowledge, what can and cannot 

be known, and how knowledge can be created or discovered. Using the layered framework of 

epistemology, theoretical perspective, and methodology, as laid out by Crotty (2003), I attempt to 

clarify these concepts with respect to this research. 

Though it is often considered sufficient to provide a presentation of the methods used and nothing 

more when describing a research design, there is much to gain by considering and describing what lies 

behind the choice of research design.  Rather than leaving these aspects implicit, making them explicit 

mayprevent inconsistencies, resulting in a stronger research design. 

In this section I briefly introduce the epistemology, followed by the theoretical perspective, and finally 

the methodology used in this research.  In describing each, I attempt to link these more abstract ideas 

to their impact on the research design and approach. 

Constructionism 

Epistemology, or the theory of the origin, nature, and limits of knowledge, provides a foundation for 

what types of research are undertaken, and in what manners.  The current research falls into the 

category of constructionism; that is, underlying this research is the philosophy that knowledge is 

constructedτnot discoveredτōȅ ƘǳƳŀƴǎΦ  /Ǌƻǘǘȅ ŘŜŦƛƴŜǎ ŎƻƴǎǘǊǳŎǘƛƻƴƛǎƳ ŀǎ άǘƘŜ ǾƛŜǿ ǘƘŀǘ ŀƭƭ 

knowledge, and therefore all meaningful reality as such, is contingent upon human practices, being 

constructed in and out of interaction between human beings and their world, and developed and 

ǘǊŀƴǎƳƛǘǘŜŘ ǿƛǘƘƛƴ ŀƴ ŜǎǎŜƴǘƛŀƭƭȅ ǎƻŎƛŀƭ ŎƻƴǘŜȄǘέ όCrotty, 2003, p.42): 

It follows that different individuals can construct knowledge differently, resulting in a multiplicity of 

meanings (Crotty, 2003ύΦ /Ǌƻǘǘȅ ƎƛǾŜǎ ǘƘŜ ŜȄŀƳǇƭŜ ƻŦ ǘƘŜ ŎƻƴŎŜǇǘ ƻŦ ΨǘǊŜŜΩ ƘŀǾƛƴƎ ǾŜǊȅ ŘƛŦŦŜǊŜƴǘ 
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ƳŜŀƴƛƴƎǎ ƛƴ ŀ ƭƻƎƎƛƴƎ ǘƻǿƴΣ ŀƴ ŀǊǘƛǎǘǎΩ ǎŜǘǘƭŜƳŜƴǘΣ ŀƴŘ ŀ ōare inner city area (2003, p. 43).  Thus, when 

situated in a constructionistic epistemology, the researcher must attempt to see the world from the 

perspective of those being studied (Flick, 2009). 

Constructionism posits that meaning making is an inherently social process.  Thus, social aspects, or 

more simply culture, influences meaning making:  what is seen, how things are seen, what meanings 

they have, and moreover, what is not seen (Crotty, 2003). Cultural systems of meaning both shed light 

on and obscure the creation of knowledgeτall knowledge is constructed by a process of selecting and 

structuring (Flick, 2009ύΦ  ¢ƘǳǎΣ ǘƘƻǳƎƘ ǘƘŜǊŜ ƛǎ ƻŦǘŜƴ ŀ ǎƻŎƛŀƭ άǘǊǳǘƘΣέ ǘƘƛǎ ƛǎ ƛƴ ŦŀŎǘ ŀ ŎƻƴǎŜƴǎǳǎ 

constructed by a larger group of people, not truth in any objective sense (Patton, 2002).  Patton 

ƛƭƭǳǎǘǊŀǘŜǎ ǘƘƛǎ ōȅ ƳŜŀƴǎ ƻŦ YǳƘƴΩǎ The Structure of Scientific Revolutions, which posited scientific 

progress as a succession of paradigms governed by power struggles, rather than a steady progression 

toward scientific truth. 

Crotty (2003) states that constructionism fosters critical inquiry by calling attention to the social 

ŎƻƴǎǘǊǳŎǘƛƻƴ ƻŦ άǘǊǳǘƘǎέ ŀƴŘ άŦŀŎǘǎέ ŦƻǳƴŘ ƛƳōŜŘŘŜŘ ƛƴ ǎƻŎƛŀƭ ŜȄƛǎǘŜƴŎŜΦ   .ȅ ŜȄŀƳƛƴƛƴƎ ǘƘŜ ƳŜŀƴƛƴƎǎ 

constructed and used by dominant groups and actors, researchers bring attention to the perspectives 

of others who hold less power (Patton, 2002). 

How does a constructionist epistemology affect research questions and research design?  Patton 

(2002) lists the following foundational questions of constructionism: 

¶ άIƻǿ ƘŀǾŜ ǘƘŜ ǇŜƻǇƭŜ ƛƴ ǘƘƛǎ ǎŜǘǘƛƴƎ ŎƻƴǎǘǊǳŎǘŜŘ ǊŜŀƭƛǘȅΚ 

¶ ²Ƙŀǘ ŀǊŜ ǘƘŜƛǊ ǊŜǇƻǊǘŜŘ ǇŜǊŎŜǇǘƛƻƴǎΣ ΨǘǊǳǘƘǎΣΩ ŜȄǇƭŀƴŀǘƛƻƴǎΣ ōŜƭƛŜŦǎΣ ŀƴŘ ǿƻǊƭŘǾƛŜǿΚ 

¶ What are the consequences of their constructions for their behaviors and for those 

ǿƛǘƘ ǿƘƻƳ ǘƘŜȅ ƛƴǘŜǊŀŎǘΚέ (p.96)66 

¢ƘǳǎΣ ǊŜǎŜŀǊŎƘ ƛƴ ǘƘŜ ŎƻƴǎǘǊǳŎǘƛƻƴƛǎǘ ǘǊŀŘƛǘƛƻƴ ŎƻǳƭŘΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ŜȄŀƳƛƴŜ ǾŀǊƛƻǳǎ ǎǘŀƪŜƘƻƭŘŜǊǎΩ ŀƴŘ 

ǇŀǊǘƛŎƛǇŀƴǘǎΩ ƛŘŜŀǎΣ ŜȄǇŜǊƛŜƴŎŜǎΣ ŀƴŘ ǇŜǊŎŜǇǘƛƻƴǎΣ ǘƘŜƴ ŎƻƴǎƛŘŜǊ Ƙƻǿ ǘƘŜǎŜ ƳŜŀƴƛƴƎǎ ŀŦŦŜŎǘ ǿƘŀǘ 

participants do and how they interpret reality.  For example, the research reported here examines the 

effects of foreclosure prevention and mitigation programs.  Depending on how one sees reality, which 

responses to the foreclosure crisis are appropriate and likely to be effective will differ.  Some 

respondents will see a program as following a certain mechanism, based on their worldview, while 

ƻǘƘŜǊǎ ǿƛƭƭ ƘŀǾŜ ŀ ŘƛŦŦŜǊƛƴƎ ǿƻǊƭŘǾƛŜǿ ŀƴŘ ŎƻƴŎƭǳǎƛƻƴΦ  Lƴ ǇŀǊǘƛŎǳƭŀǊΣ ǿƘŀǘ ƛǎ ŎƻƴǎƛŘŜǊŜŘ άǊƛƎƘǘέ ƻǊ άŦŀƛǊέ 

will differ among individuals depending on how each sees the world and why he or she believes it is 

the way it is.  The introduction to the foreclosure crisis and contextual factors (see Sections 1.1.1 and 

5.1) touches on this:  how dominant narratives of the foreclosure crisis, its causes, and appropriate 

responses are both created and reinforced by how individuals see the world. 

It is not as obvious how the constructionist tradition fits with quantitative methodsτat first glance 

ǘƘŜǎŜ ƳŜǘƘƻŘǎ άƻōƧŜŎǘƛǾŜƭȅέ ǳƴŎƻǾŜǊ ƳŀǘƘŜƳŀǘƛŎŀƭ ǊŜƭŀǘƛƻƴǎƘƛǇǎ ōŜǘǿŜŜƴ ǾŀǊƛƻǳǎ ŦŀŎǘƻǊǎΦ  IƻǿŜǾŜǊΣ 

underlying these methods and models are many assumptions and simplifications:  For which indicators 

are data available?  Which are used?  How are these indicators operationalized?  How is data cleaning 

and outlier analysis undertaken?  What causality is assumed in the model?  The answers to these 

questions and many others reflect the views and beliefs of the researcher and greatly influence the 

                                                           
66 ! ǎǳƎƎŜǎǘŜŘ ŦƻǳǊǘƘ ǉǳŜǎǘƛƻƴΥ  Iƻǿ ŘƻŜǎ ǘƘŜ ǊŜǎŜŀǊŎƘŜǊΩǎ ŎƻƴǎǘǊǳŎǘŜŘ ǊŜŀƭƛǘȅ ŘƛŦŦŜǊ ƻǊ ƳƛǊǊƻǊ ǘƘŀǘ ƻŦ ǘƘŜ ǇŜƻǇƭŜ 
in the setting and what is the impact of that on the research? 
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research.  For example, in this research I use a purely economic measure for the dependent variable 

in the quantitative model.  This choice limits what is investigated; by using a purely economic measure 

to approximate neighborhood well-being I am making a strong statementτdesired or notτabout 

what I consider important (and measurable) about neighborhoods.67 

Interpretivism & Symbolic Interactionism 

Crotty (2003) describes a theoretical perspective as the philosophical stance, or a way of looking at 

and making sense of the world, that supports a research methodology (pp.7-уύΦ  .ȅ ŎƭŀǊƛŦȅƛƴƎ ƻƴŜΩǎ 

theoretical perspective, one should make clear what assumptions and context frame the research. 

This research uses symbolic interactionism, one subtype of interpretivism, as its theoretical 

perspective.  InǘŜǊǇǊŜǘƛǾƛǎƳ ƛǎ ƭƛƴƪŜŘ ǘƻ ²ŜōŜǊΩǎ ŎƻƴǘǊŀǎǘ ƻŦ verstehen (interpreting, understanding) 

and erklären (explaining).  Verstehen is often linked to social science and/or qualitative research, and 

erklären to natural science and/or quantitative research, though the distinctions are better considered 

to be tendencies, not strict rules.   

Symbolic interactionism is rooted in the philosophy of pragmatism.  Quite simply, symbolic 

interactionism is a theoretical perspective that bases inquiry around the symbolic meanings individuals 

bestow on ideas and things, and how they interact with and are shaped by these.  Blumer (1969) 

provides three well-cited assumptions of symbolic interactionism: 

¶ άǘƘŀǘ ƘǳƳŀƴ ōŜƛƴƎǎ ŀŎǘ ǘƻǿŀǊŘ ǘƘƛƴƎǎ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǘƘŜ ƳŜŀƴƛƴƎǎ ǘƘŀǘ ǘƘŜǎŜ ǘƘings have 

ŦƻǊ ǘƘŜƳΣέ 

¶ άǘƘŀǘ ǘƘŜ ƳŜŀƴƛƴƎ ƻŦ ǎǳŎƘ ǘƘƛƴƎǎ ƛǎ ŘŜǊƛǾŜŘ ŦǊƻƳΣ ŀƴŘ ŀǊƛǎŜǎ ƻǳǘ ƻŦΣ ǘƘŜ ǎƻŎƛŀƭ ƛƴǘŜǊŀŎǘƛƻƴ 

ǘƘŀǘ ƻƴŜ Ƙŀǎ ǿƛǘƘ ƻƴŜΩǎ ŦŜƭƭƻǿǎΣέ 

¶ ŀƴŘ άǘƘŀǘ ǘƘŜǎŜ ƳŜŀƴƛƴƎǎ ŀǊŜ ƘŀƴŘƭŜŘ ƛƴΣ ŀƴŘ ƳƻŘƛŦƛŜŘ ǘƘǊƻǳƎƘΣ ŀƴ ƛƴǘŜǊǇǊŜǘƛǾŜ ǇǊƻŎŜǎǎ 

used by the person in dealing with the things he eƴŎƻǳƴǘŜǊǎέ όǇΦнΣ ǉǘŘΦ ƛƴ CƭƛŎƪΣ нллф, p.58). 

A clear consequence of these assumptions is that symbolic interactionist research must consider 

strongly the point of view and meanings held by the actors involved in the research (Crotty, 2003).  

Clearly a risk here is misunderstanding the worldview of the actors. 

It is easy to see that symbolic interactionism fits well within a constructionist epistemology.  The two 

share a strong focus on the construction of meaning, and place importance on the viewpoint and 

understandings of the actor.  Both also recognize the centrality of social interactions in the creation of 

meaning. 

Phronetic Research 

A research methodology is the strategy used to determine the research design and choice of methods.  

This research uses phronetic research as a methodology to frame the study. 

Phronetic research is a methodological orientation advocated for by Flyvbjerg and derived from the 

philosophy of Aristotle, Foucault, Habermas, and Nietzsche.  Aristotelian philosophy includes three 

types of knowledge:  epistemeΣ ƻǊ άƪƴƻǿƭŜŘƎŜΣέ ǿƘƛŎƘ ŘŜŀƭǎ ǿƛǘƘ ǳƴƛǾŜǊǎŀƭǎ ŀƴŘ ƛǎ ōŜǎǘ ŀǇǇƭƛŜŘ ǘƻ ǘƘŜ 

                                                           
67 This choice is substantially driven by data availability and ease of quantification.  However, the use of mixed 
methods is strongly informed by these limitations and is an attempt to (partially) overcome them. 
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natural sciences; techneΣ άŎǊŀŦǘΣέ ƻǊ άŀǊǘΣέ ǿƘƛŎƘ ƛǎ ǇǊƻŘǳŎǘƛƻƴ ƻǊƛŜƴǘŜŘτsuch as technological 

research; and phronesisΣ ƻǊ άŜǘƘƛŎǎΣέ ƻǊ άǾŀƭǳŜǎΣέ ǿƘƛŎƘ ƛǎ ŎƻƴǘŜȄǘ-dependent and Flyvbjerg argues is 

most appropriate, and in fact necessary, in social science applications.  He criticizes much social science 

research for aspiring toward the discovery of epistemic knowledge, which is a poor fit for the context-

dependent reality of the social world.  Due to the necessity of judgment, values, and context to 

understanding social reality, Flyvbjerg considers reliance on episteme to be the failure of social science, 

and a shift to phronesis as its solution (B. Flyvbjerg, 2001). 

Thus, rather than searching for general laws, phronetic research frames social research with four 

questions concerning the phenomenon under investigation: 

1. Where are we going?  

2. Who gains and who loses, and by which mechanisms of power? 

    3. Is this development desirable? 

    4. What, if anything, should we do about it? (Flyvbjerg, 2001, p.145). 

 

Phronetic research ŀƛƳǎ ǘƻ άǇǊƻǾƛŘŜ ƛƴ-depth narratives of how power works and with what 

consequences, and to suggest how power might be changed and work with other consequences. The 

result of phronetic research is an account of the possibilities, problems, and risks we face in specific 

ŘƻƳŀƛƴǎ ƻŦ ǎƻŎƛŀƭ ŀŎǘƛƻƴέ όCƭȅǾōƧŜǊƎΣ нллфύΦ   

Flyvbjerg presents a conception of power that combines aspects of both Nietzschean-Foucauldian and 

Weberian-Dahlian interpretations of power, resulting in the following six characteristics of power: 

1. Power is seen as productive and positive and not only as restrictive and negative. 

2. Power is viewed as a dense net of omnipresent relations and not only as localized in 

ΨŎŜƴǘŜǊǎΩ ŀƴŘ ƛƴǎǘƛǘǳǘƛƻƴǎΣ ƻǊ ŀǎ ŀƴ Ŝƴǘƛǘȅ ƻƴŜ Ŏŀƴ ΨǇƻǎǎŜǎǎΦΩ 

3. The concept of power is seen as ultradynamic; power is not only something one 

appropriates, but also something one reappropriates and exercises in a constant back-

and-forth movement in relations of strength, tactics, and strategies. 

4. Knowledge and power, truth and power, rationality and power are analytically 

inseparable from each other; power produces knowledge and knowledge produces 

power. 

5. The central question is how power is exercised, and not only who has power, and why 

they have it; the focus is on process in addition to structure. 

6. tƻǿŜǊ ƛǎ ǎǘǳŘƛŜŘ ǿƛǘƘ ŀ Ǉƻƛƴǘ ƻŦ ŘŜǇŀǊǘǳǊŜ ƛƴ ǎƳŀƭƭ ǉǳŜǎǘƛƻƴǎΣ ΨŦƭŀǘ ŀƴŘ ŜƳǇƛǊƛŎŀƭΣΩ ƴƻǘ 

only, ƴƻǊ ǇǊƛƳŀǊƛƭȅΣ ǿƛǘƘ ŀ Ǉƻƛƴǘ ƻŦ ŘŜǇŀǊǘǳǊŜ ƛƴ ΨōƛƎ ǉǳŜǎǘƛƻƴǎΦΩέ όCƭȅǾōƧŜǊƎΣ нллмΣ 

pp.131-2). 

I would like to draw special attention to the fourth characteristic, which pronounces knowledge, truth, 

rationality, and power to be inseparable from one anotherτthat is, knowledge, truth, and rationality 

are expressions and mechanisms of power rather than entities separate from power.  For example, in 

the context of foreclosure mediation, servicers have refused to share their net present value (NPV) 

calculations that are used to determine how a delinquent mortgage should be handled.  By keeping 

this information private, servicers are able to dictate the range of options availableτwhether or not 

there are in fact other possibilitiesτand thus are defining what exists and does not exist.  I attempt to 

illustrate this with respect to the foreclosure crisis and its consequences in this research. 



 

105 
 

Applying this conception of power to the research question stimulates the probing of assumptions, 

rationalities, and rationalizations present in the problem context.  For example, the examination of 

how power defines truth and rationality in the foreclosure context leads to an understanding of how 

power shapes the possibility field for foreclosure responses.  Examining the development and 

implementation of foreclosure responses while recognizing the role of power can illuminate the 

appropriation and reappropriation of power, and by what methods, by various stakeholder groups 

invested in the foreclosure crisis. 

Flyvbjerg (2001) includes several methodological guidelines for doing phronetic research in Making 

Social Science Matter.  These include focusing on values, placing power at the core of analysis, looking 

ŀǘ ǇǊŀŎǘƛŎŜ ōŜŦƻǊŜ ŘƛǎŎƻǳǊǎŜΣ ǎǘǳŘȅ ŎŀǎŜǎ ŀƴŘ ŎƻƴǘŜȄǘǎΣ ŀǎƪƛƴƎ άIƻǿΚέ ōȅ Řƻing narrative analysis, 

joining agency and structure, and dialoguing with a polyphony of voicesτǘƘŀǘ ƛǎΣ άǘƻ ǇǊƻŘǳŎŜ ƛƴǇǳǘ ǘƻ 

the ongoing social dialogue and praxis in society, rather than to generate ultimate, unequivocally 

ǾŜǊƛŦƛŜŘ ƪƴƻǿƭŜŘƎŜέ όǇΦмофύΦ 

A phronetic research methodology is well-aligned with constructionist epistemology and a symbolic 

interactionist theoretical perspective.   All three place a focus on the social construction of meaning 

and power, and all three recognize the necessity of context and specifics in social science research.  All 

acknowledge ǘƘŜ ǊƻƭŜ ƻŦ ǘƘŜ ǊŜǎŜŀǊŎƘŜǊΩǎ ōŀŎƪƎǊƻǳƴŘ ŀƴŘ ǇŜǊǎǇŜŎǘƛǾŜ ƛƴ ǎƘŀǇƛƴƎ ǘƘŜ ǊŜǎŜŀǊŎƘΦ  

Examining the research question and subquestions of this research in relation to the four questions 

listed above, one can see that the questions chosen are suitable for a phronetic research methodology.  

For example, the attention to the problem context allows exploration of the role of power in shaping 

foreclosure responses and their implementation.   As well, the case study research design and in 

particular the qualitative method (see Section 3.3) are well-suited to a phronetic research 

methodology, as they both prioritize detailed and in-depth examination of the phenomena at hand.  

The case study supports the investigation of practice, is inherently a study of cases and contexts, uses 

narrative analysis to understand how things come to pass and how they function, enables one to 

investigate both agency and structure and to examine the links between them,68 and leaves room for 

dialogue and interpretation by presenting rich detail to allow the reader to make his or her own 

conclusions concerning the phenomenon and the research. 

In this research the four phronetic research questions play the role of an undercurrent or framework 

in which the research is embedded, rather than claiming priority over or equivalence with the research 

questions introduced in Chapter 1 and at the beginning of this chapter.  In writing the literature review 

and case study description, one of my objectives has been to clarify aspects relating to power that are 

ŜƳōŜŘŘŜŘ ƛƴ ǘƘŜ ŎŀǎŜ ŎƻƴǘŜȄǘΦ  LŘŜŀƭƭȅ ǘƘƛǎ ǿƛƭƭ ŦŀŎƛƭƛǘŀǘŜ ǘƘŜ ǊŜŀŘŜǊΩǎ ŘǊŀǿƛƴƎ Ƙƛǎ ƻǊ ƘŜǊ ƻǿƴ 

conclusions with respect to the role of power in the research setting. 

3.1.3 Case Study Approach 

A case study is defined by the choice of the research object usedτan individual case, which may be a 

person, location, event, organization, or other boundable instance (Stake, 2005).69  Many scholars 

                                                           
68 In fact I would argue that agency and structure are two ends of a continuum, rather than separate concepts.  
However the use of the two terms aids in analysis and interpretation.  Flyvbjerg (2001) makes this argument as 
well. 
69 Please note that multiple (comparative) and nested case studies are possible and common.  Nested case 
studies will be discussed later in this section. 
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argue that rather than being a method, as it is sometimes described, case study is an approach or 

analysis process (Patton, 2002; Stake, 2005; Stark & Torrance, 2005).  Various methods are then 

applied in the use of the case study approach.  Interviews, participant observation, document analysis, 

and field studies are particularly common (Patton, 2002; Stark & Torrance, 2005), though case studies 

are by no means limited to qualitative analysis methods. 

After choosing the research questions and determining that a case study best suits the research 

objectives, the researcher must then select the case.  This decision is based on several considerations 

that are discussed in the Sampling Methods section below. Next, data are collected.  These data are 

then assembled and processed to the extent necessary.  In more complex cases, an intermediate step 

of creating a case record can be carried out.  In this step the case data are further organized, 

condensed, and classified.  During and after this phase, the data are analyzed.70  Finally, the case study 

narrative is written. This can be organized in various ways, for example chronologically or thematically.  

¢ƘŜ Ǝƻŀƭ ƛǎ άŀ ƘƻƭƛǎǘƛŎ ǇƻǊǘǊŀȅŀƭΣ ǇǊŜǎŜƴǘŜŘ ǿƛǘƘ ŀƴȅ ŎƻƴǘŜȄǘ ƴŜŎŜǎǎŀǊȅ ŦƻǊ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ǘƘŜ ŎŀǎŜέ 

(Patton, 2002, p.450). 

Purpose & Approach 

The purpose of a case study is to focus in-depth on a particular case; to systematically collect 

comprehensive, rich data on a particular subject and then carefully analyze meanings within the 

context of the case (Mukhija, 2010; Patton, 2002; Stake, 2005ύΦ  {ǘŀƪŜ ǎǘǊŜǎǎŜǎ άǘƘŜ ŎŀǎŜ ǊŜǎŜŀǊŎƘŜǊ 

digs into meanings, working to relate them to contexts and experience.  In each instance, the work is 

ǊŜŦƭŜŎǘƛǾŜέ όнллрΣ ǇΦпрлύΦ  wŜǎŜŀǊŎƘŜǊǎ ŀƭǎƻ ǎǘǊŜǎǎ ǘƘŀǘ άŘŜǇǘƘΣ ŘŜǘŀƛƭΣ ŀƴŘ ǊƛŎƘƴŜǎǎέ ƻŦ Řŀǘa (also 

referred to as thick description, among other names) is the key to strong case study research and 

provides a mechanism for internal validity (Mukhija, 2010, p.419).  

¢ƘŜ ŎŀǎŜ ǎǘǳŘȅ ŀǇǇǊƻŀŎƘ άŀǎǎǳƳŜǎ ǘƘŀǘ ΨǎƻŎƛŀƭ ǊŜŀƭƛǘȅΩ ƛǎ ŎǊŜŀǘŜŘ ǘƘǊƻǳƎƘ ǎƻŎƛŀƭ ƛnteraction, albeit 

situated in particular contexts and histories, and seeks to identify and describe before trying to analyse 

ŀƴŘ ǘƘŜƻǊƛȊŜΦ Lǘ ŀǎǎǳƳŜǎ ǘƘŀǘ ǘƘƛƴƎǎ Ƴŀȅ ƴƻǘ ōŜ ŀǎ ǘƘŜȅ ǎŜŜƳέ (Stark & Torrance, 2005, p.33).  Thus 

the case study approach fits clearly into the interpretivist theoretical perspective and constructionist 

epistemology within which this research is situated.  Stark and Torrance go on to state that case study 

ƛǎ άǇŀǊǘƛŎǳƭŀǊΣ ŘŜǎŎǊƛǇǘƛǾŜΣ ƛƴŘǳŎǘƛǾŜΣ ŀƴŘ ǳƭǘƛƳŀǘŜƭȅ ƘŜǳǊƛǎǘƛŎτit seeks to ΨƛƭƭǳƳƛƴŀǘŜΩ ǘƘŜ ǊŜŀŘŜǊǎΩ 

ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ ŀƴ ƛǎǎǳŜέ όǇΦооύΦ  /ŀǎŜ ǎǘǳŘȅ ǊŜǎŜŀǊŎƘŜǊǎ ǘŜŀŎƘ ōƻǘƘ ōȅ ǎƘŀǊƛƴƎ ǿƘŀǘ ǘƘŜȅ ƘŀǾŜ 

learned, as well as by presenting material to readers, thus facilitating the construction of knowledge 

by the reader (Stake, 2005). 

Data Collection 

Given that case studies focus on a particular instance in-depth, it is unsurprising that many types of 

data need to be collected in the case study process.  Stake lists six categories of data, pertaining to:  

ǘƘŜ ƴŀǘǳǊŜ ƻŦ ǘƘŜ ŎŀǎŜΤ ǘƘŜ ŎŀǎŜΩs historical background; the physical setting; economic, legal, political, 

and other contexts; other cases with similarities to the case of interest; and informants (2005).  Patton 

lists method-linked data categories:  interview data, observations, documents, and statistical 

information, among others (2002).  These data can be used to reconstruct the case, illuminate different 

                                                           
70 The nature of the analysis depends on the methods employed.  The specific methods used in this research are 
discussed in Section 3.3.   
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understandings of the phenomena at hand, and identify changes in values and objectives of individuals 

or programs over time. 

A particularly difficult aspect of data collection is determining the boundaries of the case.   Given that 

various contexts and their interplay are key to quality case research, it is easy to see the difficulty in 

bounding the caseτtoo small and important connectƛƻƴǎ ŀǊŜ ƭƻǎǘΤ ǘƻƻ ƭŀǊƎŜ ŀƴŘ ǘƘŜ ŎŀǎŜΩǎ ƭŀǊƎŜǊ 

environs subsume the case.  Stark and Torrance (2005) caution against the automatic use of physical 

boundaries of the case location, giving the example of investigating schooling and excluding the role 

of parents, were the school itself used to bound the case.  They also provide an example of an 

ŀƭǘŜǊƴŀǘƛǾŜ ōƻǳƴŘƛƴƎΣ ǘŀƪƛƴƎ ŀ ǾŜǊǘƛŎŀƭ ΨŎƻǊŜΩ ŦǊƻƳ ǘƘŜ ŎŜƴǘǊŀƭ ǇƻƭƛŎȅ-maker, down to the ground-level 

implementation  in the example of a policy case study (Stark & Torrance, 2005, p.35). 

Sampling Methods 

Case studies often use purposive (also known as purposeful or theoretical) sampling, often associated 

with qualitative methods, in contrast to random sampling, which is often used with quantitative 

methods.  The strength of analysis based on purposive sampling is not linked to the number of samples, 

as it is in random sampling, where a sufficiently high number of samples is required to show statistical 

significance.  To the contrary, the strength of purposive sampling comes from the selection of an 

information-rich case appropriate to answering the research questions (Patton, 2002).  While the 

strength of random sampling comes from the researcher not influencing the cases selected, in 

ǇǳǊǇƻǎƛǾŜ ǎŀƳǇƭƛƴƎ ǘƘŜ ǊŜǎŜŀǊŎƘŜǊΩǎ choice of appropriate case(s) can determine the strength of the 

study before any data collection or analysis is carried out.  That is, if a researcher selects individuals or 

groups who have deeper experience or understanding of the problem of interest, the research will be 

stronger than had he or she attempted to randomly sample individuals (who may or may not have the 

necessary knowledge and experience). 

Purposive sampling does of course have shortcomings:  the voices and perspectives of individuals and 

groups that are underrepresented, intentionally or not, may be left out of the research.  In the case of 

exploratory research, such as this, important parties may be excluded due to the inherent ambiguity 

of an exploratory approach. 

Stake (2005) divides case studies into three types:  intrinsic, instrumental, and multiple or collective 

case studies.  Intrinsic case studies are those undertaken to better understand the case itself.  This is 

in contrast to instrumental cases, which are studied in order to investigate the concerns of 

researchersτthat is, to develop or test theory.  Multiple or collective case studies are instrumental 

case studies extended to multiple cases.  In my opinion, intrinsic case studies are an ideal, but non-

existent, type, since all researchers select their cases for some reason, in order to investigate some 

understanding or lack of understanding of the world. 

Both Stake (2005) and Patton (2002) advocate case selection on the basis of the opportunity to learn 

and develop knowledge.  Patton (2002) details sixteen purposive sampling strategies, each with its 

own purpose.  The rationales vary:  extreme or deviant case sampling examines unusual cases of a 

ǇƘŜƴƻƳŜƴƻƴΤ ǘȅǇƛŎŀƭ ŎŀǎŜ ǎŀƳǇƭƛƴƎ ƛƴǾŜǎǘƛƎŀǘŜǎ ǘƘŜ ΨƴƻǊƳŀƭΩ ƛƴǎǘŀƴŎŜ ƻŦ ŀ ǇƘŜƴƻƳŜƴƻƴΦ71  

Opportunistic sampling makes use of flexibility and emergent circumstances, while political 

                                                           
71 Or at least what the researchŜǊ ōŜƭƛŜǾŜǎ ƛǎ ŀ άƴƻǊƳŀƭέ ƻǊ άǘȅǇƛŎŀƭέ ŎŀǎŜ ƻŦ ǘƘŜ ǇƘŜƴƻƳŜƴƻƴ ƻŦ ƛƴǘŜǊŜǎǘΦ 
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importance-based sampling is used to attract attention to the study.  Clearly, the scientific credibility 

of sampling methods varies. 

Both Patton (2002) and Flyvbjerg (2006) draw attention to the possibility of a case fulfilling multiple 

sampling selection strategies.  In these cases the researcher may be able to analyze the case from 

multiple perspectives (Flyvbjerg, 2006)). 

Cases generally include smaller units within them: people, places, events, and policies, for example.  

These are referred to as layered, nested, embedded, or mini cases (Patton, 2002; Stake, 2005).  Some 

authors advise collecting data on the lowest reasonable level, as aggregation is always possible but 

disaggregation is not (Patton, 2002).   Nested cases can take interesting forms; for example, Mukhija 

(2010) suggests creating subcases based on different perspectives; in his example, those of for-profit 

housing developers, non-profit housing developers, and community cooperatives. 

Generalizability 

The inability to generalize statistically from a case study to a population is considered the major 

weakness of case study research (Stark & Torrance, 2005).  Some argue that case study research efforts 

can be small steps toward generalization (Stake, 2005), while a more traditional view considers case 

study research to be appropriate only for hypothesis generation, and thus appropriate for under-

researched and weakly developed areas of research. 

Others argue for the generalizability of case studies.  These arguments fall into two groups.  The first 

ƛǎ ōŀǎŜŘ ŀǊƻǳƴŘ tƻǇǇŜǊΩǎ ŦŀƭǎƛŦƛŎŀǘƛƻƴ ǘŜǎǘΣ ƛƴ ǿƘƛŎƘ ŀ ǎŎƛŜƴǘƛŦƛŎ ǎǘŀǘŜƳŜƴǘ Ŏŀƴ ōŜ ŦŀƭǎƛŦƛŜŘ ǘƘǊƻǳƎƘ ƻƴŜ 

counter example.  A falsification of a theory would certainly be generalizable.  The selection of critical 

ŎŀǎŜǎΣ ǘƘƻǎŜ ƛƴ ǿƘƛŎƘ ƛǘ Ŏŀƴ ōŜ ǎŀƛŘ άƛŦ ƛǘ ƘŀǇǇŜƴǎ ǘƘŜǊŜΣ ƛǘ ǿƛƭƭ ƘŀǇǇŜƴ ŀƴȅǿƘŜǊŜέ ƻǊ άƛŦ ƛǘ ŘƻŜǎƴΩǘ 

ƘŀǇǇŜƴ ǘƘŜǊŜΣ ƛǘ ǿƻƴΩǘ ƘŀǇǇŜƴ ŀƴȅǿƘŜǊŜέ (Patton, 2002, p.236), is ideal in case study research designs 

investigating theory falsification (Ruddin, 2006).   

¢ƘŜ ǎŜŎƻƴŘ ŀǊƎǳƳŜƴǘ ŦƻǊ ǘƘŜ ƎŜƴŜǊŀƭƛȊŀōƛƭƛǘȅ ƻŦ ŎŀǎŜ ǎǘǳŘƛŜǎ ƛǎ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άƴŀǘǳǊŀƭƛǎǘƛŎ 

ƎŜƴŜǊŀƭƛȊŀǘƛƻƴέ (Stake & Trumbull, 1982).  Here generalization is considered transferability, meaning 

that the researcher provides detail rich description that facilitates each reader making an individual 

judgment on whether a case is generalizable or not (Lincoln & Guba, 1985; Ruddin, 2006; Stark & 

Torrance, 2005).  This is the argument I make for this research.  My intention is to provide sufficient 

detail and depth of description so that, in addition to my conclusions, readers can judge for themselves 

in which ways the work is generalizable.  I provide some direction, such as restricting the discussion to 

weak market regions, but leave the task of making generalizability decisions to the reader on a case-

by-case basis.  Of course, I intend for this research to generate hypotheses that can be tested in later 

research as well. 

3.1.4 Mixed Methods 

This research uses both quantitative and qualitative methods.  The intention of this mixed methods 

approach is to combine the strengths of each method to better support the results and analysis than 

would be possible when relying on one method alone.  For example, while a quantitative analysis of 

neighborhood change can explain much about what happens given various permutations of 

neighborhood characteristics, foreclosure indicators, and foreclosure-related programs, only 
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qualitative analysis can aim to understand why these phenomena occur.  From the opposite 

perspective, qualitative inquiry alone risks the possibility of being overly influenced by the biases and 

assumptions of those producing the data, in this case interviewees.  That is, interviewees may omit (or 

include) information that is important to (or unrelated to) the research question.  What is important 

or obvious to interviewees may be less critical from another viewpoint, and what is assumed 

unimportant may in fact be essential.  In these cases, quantitative analysis can highlight relationships 

that could otherwise be obscured. In essence, the qualitative and quantitative components of the 

research represent two competing constructions of realityτone defined by the informants and one 

defined by the available quantitaǘƛǾŜ Řŀǘŀ ŀƴŘ ƳȅǎŜƭŦ ŀǎ ŀ ǊŜǎŜŀǊŎƘŜǊΦ  ¢ƘŜǎŜ ǘǿƻ άǾƛŜǿǇƻƛƴǘǎέ ŀǊŜ 

examined and analyzed separately (but concurrently), and then synthesized to the extent possible to 

answer the research question from multiple angles. 

The examples above highlight that what is quantitatively seenτfor example, how targeted demolitions 

affect a neighborhood under certain conditionsτand what is believed or endorsed by the institutions 

involvedτthe qualitative impact of the programτmay or may not agree.  Discrepancies that emerge 

encourage additional investigation and highlight weak points.  In this technique, the quantitative and 

qualitative methods complement one another, resulting in a stronger and more thorough 

understanding of the study phenomenon (Flick, 2009).  The mixed methods approach also encourages 

iterative investigation, allowing for circulation between levels of analysis to extend and fine tune 

understanding.  

In this research the qualitative and quantitative components do not investigate the same thing.  The 

quantitative component examines the relationships between various foreclosure responses and the 

percent change in residential property value on the community level, while the qualitative component 

examines the impact of these responses on community and neighborhood well-being, as defined in 

Section 1.3.1.  This means that the two research components are not directly comparable; however, 

because percent change in residential property value approximates one component of community and 

neighborhood well-beingτspecifically the community or neighborhood degree of socioeconomic 

stabilityτthe two have sufficient overlap to allow for comparison.   

The choice of mixed methods is also a pragmatic one.  While I believe that qualitative research, when 

properly carried out, provides significantly more information about social phenomena, how they occur, 

and what structures are embedded within their workingsτthat is, qualitative research provides 

greater opportunity for verstehenτquantitative research is often more persuasive and attractive to 

policymakers.  The allure of quantitative research is of course that it appears to provide objectivity and 

ŎŜǊǘŀƛƴǘȅ ƛƴ ŎƻƳǇƭŜȄ ŜƴǾƛǊƻƴƳŜƴǘǎΣ ǿƘƛƭŜ ǉǳŀƭƛǘŀǘƛǾŜ ǊŜǎŜŀǊŎƘ ƻŦǘŜƴ ōǊƛƴƎǎ ǘƘŜ ΨƳŜǎǎƛƴŜǎǎΩ ƻŦ ǊŜŀƭƛǘȅ 

into greater focus.  It is a natural human tendency to prefer concreteness and certainty over context-

dependency and multiple, often irreconcilable, viewpoints.  Thus, a quantitative research component 

makes this research and its outcomes more attractive and palatable to politicians and practitioners 

than a purely qualitative effort would be. 

Moreover, property value measures are routinely used as a measure of neighborhood and/or 

community well-being.  For example, the Strategic Investment Initiative, one of the foreclosure 

responses undertaken in Cuyahoga County, uses changes in property values as one of its metrics to 

determine the success of the program.72  Comparing the results of the qualitative and quantitative 

                                                           
72 The other metrics are the occupancy and homeowner rates and private investment. 
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components will provide some evidence as to whether using property values and/or changes in 

property values are a suitable metric for assessing neighborhood and community well-being.  This 

research cannot conclusively state whether or not that is the case; however it can provide evidence 

for or against this within the limited scope of this research, and may point to further research 

concerning this question. 

A final reason for using mixed methods is that this research is situated in an under-researched field of 

study.  Thus, the research design incorporates a strong exploratory aspect.  Using mixed methods 

increases the breadth, scope, and variety of data considered for the analysis.  Aspects of the 

relationships between local foreclosure responses and neighborhood change that were not initially 

apparent may be captured in these data.  For example, the role and importance of neighborhood-level 

responses (e.g. activities undertaken by block clubs and neighborhood associations) was not an 

obvious avenue for investigationτto meτwhen the fieldwork was carried out.  The key nature of 

these responses only became clear to me during the data analysis.  I collected a large body of data 

relating to these responses only because I used mixed methods, in particular the use of semi-structured 

interviews, which allowed respondents to volunteer potentially important information on topics I had 

not explicitly asked about. 

Purpose & Approach 

DǊŜŜƴŜ ŘŜŦƛƴŜǎ ƳƛȄŜŘ ƳŜǘƘƻŘǎ ŀǇǇǊƻŀŎƘŜǎ ŀǎ άǘƘŜ ǇƭŀƴƴŜŘ ǳǎŜ ƻŦ ǘǿƻ ƻǊ ƳƻǊŜ ŘƛŦŦŜǊŜƴǘ ƪƛƴŘǎ ƻŦ Řŀǘŀ 

gathering and analysis techniques, and more rarely different kinds of inquiry designs within the same 

ǎǘǳŘȅ ƻǊ ǇǊƻƧŜŎǘέ (Greene, Kreider, & Mayer, 2005, p.274).  She gives the classic mixed methods design 

as one incorporating numerical data and analysis with text data and analysis.  Although it is not 

necessarily so, mixed methods research is generally thought of and comprised of one or more 

quantitative methods and one or more qualitative methods. 

Greene lists four purposes for mixed methods research:  (1) understanding more defensibly; (2) 

understanding more comprehensively; (3) understanding more insightfully; and (4) understanding with 

greater value consciousness and with greater diversity of values, which underlie the methods 

themselves (Greene et al., 2005, p.275).  Clearly these four purposes are not sharply delineated, and 

many researchers are motivated by more than one of these intentions.   

The origin of mixed methods research is triangulation, which is discussed in more detail following this 

section.  In brief, triangulation uses multiple methods to investigate the same phenomenon and thus 

increase confidence in the findings.  Though qualitative and quantitative methods are rooted in very 

different epistemologies and theoretical perspectives, both have histories of triangulation.  This 

common history aided in the advancement of mixed methods research, though the mixing of 

epistemological and theoretical assumptions can be an issue in itself, one which researchers have 

handled in various ways (Greene et al., 2005). 

Mixed Methods Research Design 

In designing a mixed methods research inquiry, additional aspects must be considered relative to a 

study employing a single method.  Though Onwuegbuzie and Combs (2010) list thirteen criteria that 

can be used to typologize mixed methods, many authors use simpler typologies that contain two or 

three criteria.  Morgan (2006) uses a two-dimensional typology:  priority and sequence.  The priority 
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criterion concerns which of the two methods73 is dominant, and which is secondary.  The sequence 

criterion concerns the order in which the two methods are used (and thus which informs the other).  

He lists a quantitatively focused study in which the quantitative phase is preceded by an exploratory 

qualitative phase as the most common of the four priority-sequence combinations (Morgan, 2006).  

!ŎŎƻǊŘƛƴƎ ǘƻ aƻǊƎŀƴΩǎ ǘȅǇƻƭƻƎȅΣ ǘƘŜ ǊŜǎŜŀǊŎƘ ǊŜǇƻǊǘŜŘ ƛƴ ǘƘƛǎ ŘƻŎǳƳŜƴǘ ǿƻǳƭŘ Ƴƻǎǘ ŎƭƻǎŜƭȅ Ŧŀƭƭ ǳƴŘŜǊ 

the category of QUAL-quant, where the focus is on the qualitative component of the research with the 

qualitative component (technically) preceding the quantitative component. 

Greene (2005) details a similar typology, but with a third dimension and additional flexibility in the 

priority and sequence dimensions.  Under her typology, the quantitative and qualitative methods may 

be of equal importance, and the two methods may be implemented simultaneously, as well as 

sequentially.  She includes a third dimension, that of integrated or component design.  In an integrated 

design, transfer occurs iteratively between the two methods throughout the research, and the results 

of the two methods are combined in the analysis.  Component design keeps the two methods separate, 

and concurrence is sought in the analysis, rather than a full integration between the two (Greene et 

al., 2005).  FollƻǿƛƴƎ DǊŜŜƴŜΩǎ ǘȅǇƻƭƻƎȅΣ ǘƘƛǎ ǊŜǎŜŀǊŎƘ ƛǎ ǎƛƳǳƭǘŀƴŜƻǳǎ ŎƻƳǇƻƴŜƴǘ74 design with a 

qualitative focus informed by a quantitative component.   

3.1.5 Triangulation 

An analysis method important in both case study and mixed methods research is that of triangulation, 

also referred to as confirmation or convergence (Morgan, 2006ύΦ  ¢ǊƛŀƴƎǳƭŀǘƛƻƴ ƛǎ άŀ ǇǊƻŎŜǎǎ ƻŦ ǳǎƛƴƎ 

ƳǳƭǘƛǇƭŜ ǇŜǊŎŜǇǘƛƻƴǎ ǘƻ ŎƭŀǊƛŦȅ ƳŜŀƴƛƴƎΣ ǾŜǊƛŦȅƛƴƎ ǘƘŜ ǊŜǇŜŀǘŀōƛƭƛǘȅ ƻŦ ŀƴ ƻōǎŜǊǾŀǘƛƻƴ ƻǊ ƛƴǘŜǊǇǊŜǘŀǘƛƻƴέ 

(Stake, 2005, p.454).   

Denzin (1970) discusses four types of triangulation:  data, investigator, theory, and methodological.  In 

the case of data triangulation, data are collected from multiple sources, varying across time, space, 

and individuals (Flick, 2009).  Redundant data are collected from many sources in order to avoid bias 

and separate fact from opinion and preference, or alternatively, to identify different ways the 

phenomenon is perceived and experienced (Mukhija, 2010; Patton, 2002; Stake, 2005).   

Investigator triangulation refers to the use of multiple investigators and systematic investigation of the 

impacts of various investigators on the research.  In the case of theory triangulation, one approaches 

the research question from multiple theoretical perspectives with multiple hypotheses, and then 

compares the research results with those predicted by the various theoretical perspectives (Flick, 

2009).  While an interesting approach, such a research design is often difficult to create, since different 

theories often lead to different questions concerning the phenomenon of interest.  The 

implementation of this sort of design would likely be unwieldy in many cases, and perhaps also 

impossible to make comparisons between, depending on the degree of theoretical difference.   

                                                           
73 The authors of these typologies simplify to a mixed methods design using one qualitative and one quantitative 
method.  One can easily extend the typologies to other combinations of methods. 
74 I categorized this research as a component research design because the qualitative and quantitative aspects 
were undertaken mostly in parallel.  I did initiate the qualitative component before the quantitative component, 
and findings from one component did sometimes influence the other.  However, as the two components did 
require any integration prior to the analysis, I believe this research has more of a component than an integrated 
design. 
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Triangulation is useful in addressing internal validity concerns (Mukhija, 2010). Some researchers 

consider this type of triangulation to be, in reality, two different studies, each using a different method, 

where the researcher expects or hopes for results consistent across both studies (Morgan, 2006, citing 

Denzin, 1970).  This is the fourth type of triangulation referred to by Denzin, methodological 

triangulation. Within-method triangulation is also possible; in this case one could, for example, use 

multiple quantitative model specifications and compare results.  Methodological triangulation will, 

ideally, allow the researcher to demonstrate that findings are robust, and not simply due to an 

idiosyncrasy of a particular method or dataset. 

This research uses between-method triangulation by comparing the results of the quantitative and 

qualitative components of the research design.  While many aspects of the quantitative and qualitative 

results in this study are not directly comparable, the results and analysis of two components can be 

compared to determine if they corroborate one another.  In this research the quantitative component 

examines what occurs on the county level, while the qualitative component examines the county level 

as well as community and neighborhood levels.  Moreover, the quantitative component uses change 

in residential property value as the outcome of interest, while the qualitative component uses 

community or neighbourhood well-being.  By triangulating the results, it is possible to determine if the 

results align cohesively.  That is, do the patterns and relationships observed quantitatively on the 

county level support those observed qualitatively and vice versa?  Do responses that are positively 

related to change in residential property value also have a positive association with neighborhood and 

community well-being?  Or do the results of the two components contain contradictions, casting doubt 

on the validity of the findings and/or indicating that part of the puzzle is missing? 

3.2 Case Study Selection 

Cuyahoga County, Ohio, located in northeastern Ohio (see Figure 3.2), was selected as the case study 

through which to examine whether foreclosure prevention and mitigation responses have an impact 

on neighborhood stability and decline.  As of 2010, Cuyahoga County was the 29th most populous U.S.-

American county.  It includes the City of Cleveland, the 45th most populous U.S.-American city (U.S. 

Census, 2012a). The larger Cleveland-Akron-Elyria Combined Statistical Area (CSA) is the United StatesΩ 

sixteenth largest CSA (U.S. Census, 2011).  

Including the City of Cleveland, Cuyahoga County includes 59 municipalities and townships and is 

divided into 96 Statistical Planning Areas (SPAs), commonly referred to within the county by officials, 

planners, and local CDCs as neighborhoods.  However, I do not use the term neighborhood to refer to 

SPAs, I use the term locality.  This is to avoid confusion with other uses of the term neighborhood (see 

Section 1.3.1).  The quantitative component of this research uses Census tracts as the unit of analysis; 

I use the term community to refer to Census tracts.  Census tracts usually have between 2,500 and 

8,000 inhabitants, and are designed to have relatively homogeneous populations and property 

characteristics (NEO CANDO, n.d.). Cuyahoga County contains 443 Census tracts, excluding Lake Erie, 

as of the 2010 Census.  Cuyahoga County municipalities and their constituent neighborhoods 

encompass a wide variety of socioeconomic conditions and have been impacted in various ways by the 

foreclosure crisis, both in timing and severity.   
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Figure 3.2:  Location of Cuyahoga County 

 

The choice of Cuyahoga County is an instance of purposive sampling, in this case choosing a case from 

ǘƘŜ άƛƴǎƛŘŜέ ƻŦ ǘƘŜ ǇǊƻōƭŜƳτthat is, a particularly developed instance of the phenomenon of interest 

(Patton, 2002).  As mentioned by Flyvbjerg (2006), multiple case selection strategies can be used 

simultaneously.  In this instance, Cuyahoga County is considered both an extreme case and a critical 

case of foreclosure prevention and mitigation strategies in weak housing market cities. 

 

Due to the early impact of foreclosures in Ohio, compared to other hard-hit areas such as Florida and 

California, Cleveland and Cuyahoga County are an ideal study area.  While many states have severe 

foreclosure problems related to the U.S. housing buōōƭŜΣ hƘƛƻΩǎ ǇǊƻōƭŜƳǎ ǿŜǊŜ ƛƴƛǘƛŀƭƭȅ ŘǳŜ ǘƻ 

predatory lending75 combining with weak state consumer protection laws.  By the time Ohio was 

affected by consequences of the housing bubble, its foreclosure problems had already been growing 

for nearly a decade (Rothstein, 2010).  Despite this difference, the effects on borrowers, 

neighborhoods, and municipalities are not significantly different from the effects seen nationally.  

Foreclosure rates in Ohio quadrupled from 1995 to 2009, finally exhibiting a small decrease in 2010 

that has continued through to the present time.  In 2009, one in 56 housing units in the state was 

foreclosed upon (Rothstein, 2010).  The depth, breadth, and early impact of foreclosures and related 

                                                           
75 The definition of the term predatory lending continues to be contentious.  Fannie Mae uses a definition that 

ǊŜǉǳƛǊŜǎ ŀǘ ƭŜŀǎǘ ƻƴŜ ƻŦ ǘƘǊŜŜ ǎǇŜŎƛŦƛŎ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ ōŜ ƳŜǘΥ άtargeted marketing to households on the basis of 

their race, ethnicity, age or gender or other personal characteristics unrelated to creditworthiness; unreasonable 

and unjustifiable loan terms; and outright fraudulent behavior that maximizes the destructive financial impact 

on consumers of inappropriate marketing sǘǊŀǘŜƎƛŜǎ ŀƴŘ ƭƻŀƴ ǇǊƻǾƛǎƛƻƴǎέ (Carr & Kolluri, 2001, p.2). 
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problems are indicative of an extreme case.  As well, Cleveland and Cuyahoga County have been able 

to develop responses over a longer period of time than many other areas hit by foreclosures.  Thus, 

the combination of an earlier onsetτand thus a longer time to develop responsesτbut similar impacts 

to those seen nationally provides for a particularly interesting and informative case study. 

 

CƭŜǾŜƭŀƴŘΩǎ ŜȄƛǎǘƛƴƎ ƘƻǳǎƛƴƎ ŀŘǾƻŎŀŎȅ ƴŜǘǿƻǊƪ (Swanstrom, Chapple, & Immergluck, 2009) and the 

slower foreclosure process in Ohio have aided stakeholders in crafting responses, building networks, 

and shifting organizational resources to deal with the crisis.  Combined with the earlier onset of the 

foreclosure problem, the strategies used in Cleveland are often at the forefront of national foreclosure 

mitigation efforts and as such are considered to be a model response by municipalities and regions 

struggling to deal with similar problems.  For example, the Cuyahoga County Land Bank, along with the 

Genessee County Land Bank (Flint, Michigan), are considered the models for landbanking programs 

(Ford, October 12, 2012).  A New York Times journalist, Alex Kotlowicz, who wrote the New York Times 

aŀƎŀȊƛƴŜ ŀǊǘƛŎƭŜ ά!ƭƭ .ƻŀǊŘŜŘ ¦Ǉέ ƻƴ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎ ƛƴ {ƭŀǾƛŎ ±ƛƭƭŀƎŜΣ ŀ /ƭŜǾŜƭŀƴŘ ƴŜƛƎƘōƻǊƘƻƻŘΣ 

ǎŀƛŘ ƘŜ ŎƘƻǎŜ /ƭŜǾŜƭŀƴŘ ǘƻ ǇǊƻŦƛƭŜ ōŜŎŀǳǎŜ ƛǘ ǿŀǎ άǘƘŜ ƻƴŜ ǇƭŀŎŜ ƛƴ ǘƘŜ Ŏƻǳƴǘȅ ǿƘŜǊŜ L ǎŀǿ ǇŜƻǇƭŜ 

pushing back . . . YƻǳΩǾŜ ǎŜŜƴ ǘƘƛƴƎǎΣ ȅƻǳΩǾŜ ƘŜŀǊŘ ǘƘƛƴƎǎΣ ŀƴŘ ȅƻǳΩǾŜ ŦŜƭǘ ǘƘƛƴƎǎ ǘƘŀǘ Ƴƻǎǘ ƻŦ ǳǎ ƘŀǾŜƴΩǘ 

. . .  it is incumbent on you to share [that] with the rest of the country.  In your hands is not the future 

of one house or one block or even one city.  You need to be the guides. I urge you to give voice to what 

ȅƻǳΩǾŜ ǎŜŜƴέ ό!ƭŜȄ YƻǘƭƻǿƛŎȊΣ ǉǘŘΦ ƛƴ Coulton et al., 2010a).  These aspects are indicative of a critical 

caseτƻƴŜ ǿƘŜǊŜ ƛǘ Ŏŀƴ ōŜ ǎŀƛŘ άƛŦ ƛǘ ŘƻŜǎƴΩǘ ǿƻǊƪ ƘŜǊŜΣ ƛǘ όǇǊƻōŀōƭȅύ ǿƻƴΩǘ ǿƻǊƪ ŀƴȅǿƘŜǊŜΦέ76   

 

Finally, Cuyahoga County also offers considerable data resources related to the foreclosure crisis and 

interventions.  For example, the Cuyahoga County Foreclosure Prevention Program (CCFPP) has 

undertaken multiple program evaluations, in 2006, 2007, and 2009, which contain both qualitative and 

ǉǳŀƴǘƛǘŀǘƛǾŜ Řŀǘŀ ŎƻƴŎŜǊƴƛƴƎ ǘƘŜ ǇǊƻƎǊŀƳΩǎ ƻǇŜǊŀǘƛƻƴ ŀƴŘ ƛƳǇŀŎǘΦ  Two internal reports, written in 

2007 and 2009, were also available.  Additionally, Cuyahoga County provides mapping shapefiles and 

parcel data, and Case WesteǊƴ wŜǎŜǊǾŜ ¦ƴƛǾŜǊǎƛǘȅΩǎ b9h /!b5h όNortheast Ohio Community and 

Neighborhood Data for Organizing) provides a wide variety of pre-cleaned and -aggregated data at 

various resolutions, including loan origination information and foreclosure information at the parcel 

level.  This level of data collection and availability both aids in the continued development of the 

foreclosure response efforts in the county as well as provides a quantitatively data-rich case. 

 

3.3 Methods 

As introduced in Section 3.1.1, the research follows a simultaneous component design with a 

qualitative focus to investigate the impacts of foreclosure prevention and mitigation programs on 

neighborhood change.   The qualitative component employed the method of semi-structured 

interviewing, while the quantitative phase used the method of quantile regression. Through the two 

components were chiefly independent of one another, the data and preliminary analysis of the two 

methods did in some cases inform one another, sometimes leading to additional avenues of 

investigation.  

                                                           
7676 Please note that this assertion does not imply that if foreclosure responses in this case are effective, that 
foreclosure responses will work everywhere elseτrather, it states that if in such a developed instance of 
foreclosure responses there is no (positive) impact on neighborhood stability, it is highly unlikely that less 
developed foreclosure response will work elsewhere. 
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This section details both the reasoning for the choice of methods, and the specifics of the qualitative 

and quantitative methods themselves. Each method is introduced and the selection criteria of the 

sample are discussed. Given that (1) the qualitative component of the research commenced before 

the quantitative component and (2) the quantitative component was influenced by the qualitative 

results to a greater extent than vice versa, the qualitative method (interviewing) and data are 

introduced first.  The analysis section will follow this pattern as well.  

 

3.3.1 Qualitative Method:  Semi-Structured Interviews 

The first phase of this research uses semi-structured interviews to generate data concerning 

foreclosure prevention and mitigation programs, their functioning, and their relationships to 

neighborhood stability and change.  The results of the analysis of thesedata are then used to inform 

the quantitative model; that is, to generate hypotheses concerning possible relationships between 

these programs and neighborhood change.  Data from this phase are also joined with the results of 

the quantitative model to add depth to explanations and fill in areas that cannot be captured by the 

model. 

This section outlines the purpose and approach of interviews; types of interviews in general and the 

specific type used in this research; the interview guide and preparatory steps; sampling approaches, 

including the sampling choice used in this research; and the method of textual data generation used 

to produce analyzable data from the oral data produced in the interview process. 

Purpose & Approach 

CƭƛŎƪ ǿǊƛǘŜǎΣ άŀ Ǝƻŀƭ ƻŦ ƛƴǘŜǊǾƛŜǿǎ ƛƴ ƎŜƴŜǊŀƭ ƛǎ ǘƻ reveal existing knowledge in a way that can be 

expressed in the form of answers and so become accessible to interpretationέ όнллфΣ ǇΦмслΣ ƛǘŀƭƛŎǎ 

added). Researchers who use interviews seek to gather information that is not directly observable.  

Instead it is contained in the knowledge and experience of the individuals being interviewed.  Further, 

within the qualitative research tradition, interviewing is frequently seen as a method empowering to 

ǘƘŜ ƛƴŦƻǊƳŀƴǘǎΥ  ƛƴǘŜǊǾƛŜǿǎ άǇǊƻǾƛŘŜ ŀ ŦǊŀƳŜǿƻǊƪ ǿƛǘƘƛƴ ǿƘƛŎƘ ǊŜǎǇƻƴŘŜƴǘǎ Ŏŀƴ ŜȄǇǊŜǎǎ their own 

ǳƴŘŜǊǎǘŀƴŘƛƴƎǎ ƛƴ ǘƘŜƛǊ ƻǿƴ ǘŜǊƳǎΤέ άƛƴǘŜǊǾiewing . . . allows you to discover what is relevant to the 

ƛƴŦƻǊƳŀƴǘǎέ (Patton, 2002, p.348, italics original; Dunn, 2005, p.80). 

Dunn lists four strengths of interviewing:  (1) filling a knowledge gap inaccessible using other methods, 

(2) investigating complex phenomena and motives, (3) collecting diverse perspectives and experiences, 

and (4) respecting and empowering those providing the data (2005, p.80).  All of these advantages 

pertain to nearly all research designs utilizing interviews; though the relative importance of each 

varies.  Each plays a role in the decision to use interviewing in this research, however the first 

strengthτaccessibility of knowledgeτis the primary motivation for this choice.  The research topic is 

situated in an under-researched and rather new area of study; because of this it was necessary to 

collect a broad array of data for the qualitative component of the research.  In addition, the 

relationships between local foreclosure responses and neighborhood change are clearly context-

dependent, requiring a multi-faceted investigation of the phenomena. 

Important weaknesses of interviewing are the possibilities of bias and omission.  Interviewees 

contribute their experiences and understandings in the interview process; other experiences and 
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understandings can be omitted if care is not taken to incorporate a variety of informants with varied 

perspectives and backgrounds.  Interviewees also bring their personal and professional biases with 

them, intentionally or not.  This influences perspectives, how relationships between different 

phenomena are seen, and what is considered important.  Individuals can leave out aspects that are 

ǳƴŎƻƳŦƻǊǘŀōƭŜ ƻǊ ǘƘŀǘ Řƻ ƴƻǘ ŀƭƛƎƴ ǿƛǘƘ ǘƘŜƛǊ ǿƻǊƭŘǾƛŜǿ ǿƘŜƴ ǊŜǎǇƻƴŘƛƴƎ ǘƻ ŀƴ ƛƴǘŜǊǾƛŜǿŜǊΩǎ 

questions.  For example, in this research, interviewees invested in foreclosure prevention and 

mitigation programs may omit experiences and concerns that indicate the programs or aspects of the 

programs may not be effective.  Again, this omission can be intentional or an instance of cognitive 

blindness.  Finally, interview data may be impacted by the interviewer, for example in the case of an 

ƛƴǘŜǊǾƛŜǿŜŜ ǘǊȅƛƴƎ ǘƻ άƘŜƭǇέ ŀƴ ƛƴǘŜǊǾƛŜǿŜǊ ōȅ ǇǊƻǾƛŘƛƴƎ ǘƘŜ άǊƛƎƘǘέ ǊŜǎǇƻƴǎŜǎΦ 

Interview Types 

Most authors writing on interviewing as a method divide it into three types:  structured, semi-

structured, and unstructured (Barbour & Schostak, 2005; Dunn, 2005; Patton, 2002).  In truth, these 

are three categories extracted from a continuum, from highly to weakly structured. Thus it is 

unsurprising that various interview types can be combined in a particular interview (Patton, 2002).  

Other authors categorize interviews by participant type or topic approach.  Examples of these include 

expert interviews, focus group interviews, focused interviews, problem-centered interviews, and 

ethnographic interviews (Flick, 2009).   

Structured, or standardized, interviews are comprised of a carefully developed list of questions that 

the interviewer asks the interviewee.  Each interviewee hears and responds to the same questions, in 

the same order (Dunn, 2005).  The advantages of structured interviews include: (1) the interview 

instrument is available for inspection; (2) variation between and within interviewers is minimized; (3) 

the interview is highly focused; and (4) the difficulty of analysis is reduced due to the ease of 

comparison of responses (Patton, 2002).  On the other hand, interviewers cannot pursue interesting, 

but unexpected, topics and themes that emerge during the interview and structured interviews are 

likely to reduce the variety of experiences and opinions uncovered by the interviewer(s) (Patton, 2002).  

Referring back to the strengths of interviews, one can see that structured interviews do not empower 

and respect informants, and their diversity of experience, to the extent that many researchers may 

wish and many research topics may require.  Barbour and Schostak (2005) refer to this interview type 

ŀǎ ƛƳǇƻǎƛǘƛƻƴŀƭΣ ŀƴŘ ǎǘŀǘŜ ǘƘŀǘ ǎǳŎƘ ƛƴǘŜǊǾƛŜǿǎ άǊŜƛƴŦƻǊŎŜ ǘƘŜ ǇƻǿŜǊ ƻŦ ǘƘŜ ƛƴǘŜǊǾƛŜǿŜǊ ƻǾŜǊ ǘƘŀǘ of the 

ƛƴǘŜǊǾƛŜǿŜŜέ όǇΦпнύΦ 

Located at the opposite end of the structure spectrum are unstructured, or informal conversational, 

interviews.  This type is most often used to collect oral histories, narratives, and life histories, where 

the focus is on the interviewee rather than the questions (Dunn, 2005).  In these interviews the 

researcher constructs questions as the interview progresses, depending on the directions the 

interviewee takes (Turner, 2010).  Unstructured interviews provide exceptionally rich data; however 

they are extremely time intensive to conduct and even more so to analyze.   

Finally, located between structured and unstructured interviews are semi-structured interviews.  Semi-

structured interviews are content-focused, rather than question or informant focused (Dunn, 2005).  

In this case, the researcher prepares an interview guide (to be discussed in detail later in this section), 

which lists questions for the interviewee but is more flexible than the strictly worded and ordered 

structured interview.  The researcher has a stronger role in steering the interview than in unstructured 
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interviewing, and intervenes to keep the interview on topic while allowing for new themes and topics 

to arise and be investigated.   

In this research, semi-structured interviewing is used in order to focus the interview on the research 

questions while remaining open to new topics and themes that arise over the course of the interview.  

Since the interview portion of the research is more exploratory in nature, allowing for and including 

new information and perspectives is essential to understanding the relationships between 

foreclosures, mitigation and prevention programs, and neighborhoods.  A stricter, structured interview 

style would not suit this research phase; it ǘǳǊƴŜŘ ƻǳǘ ǘƘŀǘ ƳǳŎƘ ƻŦ ǘƘŜ ΨŜȄǘǊŀΩ ƛƴŦƻǊƳŀǘƛƻƴ ƛƴǘŜǊǾƛŜǿŜŜǎ 

provided was central to the analysis.  Additionally, semi-structured interviews meet my ethical 

expectations of giving voice to informants and their various perspectives during the research process. 

Interview Guide & Preparation 

Semi-structured interviewers often prepare and use an interview guide, also referred to as an 

interview protocol.  Interview guides range from a list of topics to cover to a listing of specific questions 

that can be flexibly adjusted as the interview takes place.  Interview guides help ensure that interview 

time is used efficiently and that important topics and questions are covered, while providing sufficient 

flexibility to the interviewer to be open to and explore various perspectives and experiences. Thus 

interview guides help balance comprehensiveness and openness (Dunn, 2005; Patton, 2002).  An 

additional advantage of the interview guide is to jog the memory of the researcher and serve as a 

fallback as needed. 

An interview guide was developed and used for all interviews undertaken during the first fieldwork 

trip.  A copy of the interview guide can be found in Appendix A:  Interview Materials.  The interview 

guide began with introductory statements to be said by the interviewer to the interviewee.  This 

ǎŜŎǘƛƻƴ ƛƴǘǊƻŘǳŎŜŘ ǘƘŜ ƛƴǘŜǊǾƛŜǿŜǊΣ ǘƘŜ ǊŜǎŜŀǊŎƘ ǇǊƻƧŜŎǘΩǎ ǇǳǊǇƻǎŜ ŀƴŘ ƎƻŀƭǎΣ ǘƘŜ ƭŜƴƎǘƘ ŀƴŘ ŦƻǊƳŀǘ ƻŦ 

the interview, and information regarding confidentiality practices.  The interviewee was then asked if 

he or she has any questions, and if he or she was willing to participate.  The consent form was then 

shared with the interviewee (see Appendix A:  Interview Materials). 

The main body of the interview guide is comprised of a set of four introductory questions referring to 

the occupational or community role of the interviewee; interview questions organized into six 

categories; and two closing questions asking for any additional comments deemed pertinent to the 

interview topics by the interviewee, and suggestions for additional interviewees to contact.  This last 

question was integral to the success of the sampling strategy used, which is discussed later. 

Finally, the closing section of the interview guide once again asked for any additional input from the 

interviewee, instructed the interviewee what will be done with the interview data, referred again to 

the location of my contact information, and thanked the interviewee.   An offer was also made to share 

the research results with each interviewee if interested. 

Interview guides may also be amended as necessary throughout the research processτquestions may 

be added, dropped, reformulated and/or reordered as experience accrues and strengths and 

weaknesses of the interview plan become apparent (Dunn, 2005).  In this research, the question 

concerning servicer decision-making was dropped after it became apparent that answers to these 

ǉǳŜǎǘƛƻƴǎ ǿŜǊŜƴΩǘ ŀŎŎŜǎǎƛōƭŜΦ  LƴǘŜǊǾƛŜǿŜŜǎ ŦŜƭǘ ǘƘƛǎ ƛƴŦƻǊƳŀǘƛƻƴ ǿŀǎ ƻǳǘǎƛŘŜ ǘƘŜƛǊ ŜȄǇŜǊƛŜƴŎŜΣ ŀƴŘ at 

best would offer speculation, while servicers and others working with these decisions were unwilling 
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to participate.  The interview guide initially contained three questions referring to the impact of 

modifications on neighborhoods; when it became clear that respondents generally believed 

themselves to be insufficiently knowledgeable to answer these questions, two of the three were 

dropped. Interviewees were then asked about their impression of the impacts of modifications on 

neighborhoods, but not about timing or re-default aspects.  In the case that a respondent had more to 

say on these relationships, it remained possible to ask follow-up questions. 

Creating an interview guide requires transforming the research questions into interview questions.  

This at first may appear to be a simple task; however, one must remember that often both the framing 

and the vocabulary of scientific work are inaccessible to those outside that particular scientific niche.  

Spickard (2005) offers a strategy to translate from research questions to an interview guide.  In the 

first step, break the central research question into theory-based questions.  In this case, I used the sub-

questions in place of developing specific theory-based questions.  Then, break these questions into 

interview questions, which collectively will answer the theory-based questions.   

In the second step, one adjusts and reorders the interview questions to create an interview guide that 

engages informants while remaining logical and clear.  In some cases questions may have some 

overlap; in these cases questions can be consolidated or divided more clearly.  The requirement is only 

that all research questions are covered and can be fully answered by the answers to the interview 

questions.  This can be checked by creating a matrix with the theory and interview questions along one 

side, and the interview guide along the other, then checking that each theory and interview question 

is covered in the interview guide (Spickard, 2005). 

Spickard notes the importance of flow in an interview, but does not go into detail on various question-

ordering possibilities.  Dunn (2005), however, discusses three possible ordering strategies.  The first he 

refers to as funneling, where the interview begins with general issues, gradually zeroing in on more 

ǎǇŜŎƛŦƛŎ ǉǳŜǎǘƛƻƴǎ ŎƭƻǎŜǊ ǘƻ ǘƘŜ ƛƴǘŜǊǾƛŜǿŜŜΩǎ ŜȄǇŜǊƛŜƴŎŜΦ  ¢ƘŜ Ƴŀƛƴ ŀŘǾŀƴǘŀƎŜ ƻŦ ǘƘƛǎ ŀǇǇǊƻŀŎƘ ƛǎ ǘƘŀǘ 

by delaying possibly sensitive questions until the end, interviewers can build rapport with 

interviewees, increasing their comfort level.  As well, in the case that an interviewee does decide to 

end the interview when sensitive questions come up, the interviewer has already collected data on 

more general topics. 

The second strategy Dunn provides is the pyramid structure.  In this strategy, a researcher begins the 

interview with specific questions and gradually opens up the questions to broader topics and themes. 

In this case the strategy is to first ask the interviewee questions that are close to home, such as what 

their job duties are or how they are involved in a program.  Later in the interview the interviewer 

moves to questions that are broader or more abstract, which require more reflection (Dunn, 2005).  

This is the strategy used in structuring interviews for this research. 

DunƴΩǎ ǘƘƛǊŘ ǉǳŜǎǘƛƻƴ-ordering strategy is a hybrid of the funneling and pyramid structures.  With this 

strategy it may be possible to capture the advantages of both:  starting with specific, but non-sensitive 

questions, moving to broader themes, and finally asking more specific and sensitive questions (Dunn, 

2005).   

Researchers writing on interviewing categorize question types in many different ways. Dunn (2005) 

first divides interview questions into primary and secondary questions, and then lists types of each.  

Primary question types include descriptive or knowledge questions, storytelling questions, opinion 

questions, structural questions (these investigate assumptions and ideologies), contrast or 
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ƘȅǇƻǘƘŜǘƛŎŀƭ ǉǳŜǎǘƛƻƴǎΣ ŀƴŘ ŘŜǾƛƭΩǎ ŀŘǾƻŎŀǘŜ ǉǳŜǎǘƛƻƴǎΦ {ŜŎondary question types include formal 

secondary questions, which expand upon the primary question; clarification questions; nudging (to 

ŎƻƴǘƛƴǳŜ ǘƘŜ ƛƴǘŜǊǾƛŜǿŜŜΩǎ ƭƛƴŜ ƻŦ ŎƻƴǾŜǊǎŀǘƛƻƴύΤ ǎǳƳƳŀǊƛȊƛƴƎ ǉǳŜǎǘƛƻƴǎΤ ŀƴŘ ǊŜŎŜǇǘƛǾŜ ŎǳŜǎ 

(encouraging the informant to continue) (Dunn, 2005).  What Dunn categorizes as secondary questions 

are often referred to as probes by other authors. 

!ǇǇƭȅƛƴƎ 5ǳƴƴΩǎ ƛƴǘŜǊǾƛŜǿ ǉǳŜǎǘƛƻƴ ŎŀǘŜƎƻǊƛȊŀǘƛƻƴ ǘƻ ǘƘŜ ǉǳŜǎǘƛƻƴǎ ǳǎŜŘ ƛƴ ǘƘƛǎ ǊŜǎŜŀǊŎƘΣ ŀƭƭ ǉǳŜǎǘƛƻƴǎ 

contained in the interview guide are primary questions. Most questions can be best categorized as 

descriptive/knowledge questions, opinion questions, or a hybrid of the two.  Some can be categorized 

as structural questions, particularly questions a4 and f1 (see Appendix A:  Interview Materials).  

Questions Dunn would categorize as secondary questions were used frequently, but as probes rather 

than pre-ǇƭŀƴƴŜŘ ǉǳŜǎǘƛƻƴǎΦ  Lƴ ǎƻƳŜ ŎŀǎŜǎ ŎƻƴǘǊŀǎǘκƘȅǇƻǘƘŜǘƛŎŀƭ ŀƴŘ ŘŜǾƛƭΩǎ ŀŘǾƻŎŀǘŜ ǉǳŜǎǘƛƻƴǎ ǿŜǊŜ 

used as unscripted follow-up questions. 

Flick (2009) divides interview questions into three types:  open questions; theory-driven, hypotheses-

directed questions; and confrontational questions.  Open questions ask the interviewee to share his or 

her immediate knowledge.  Theory-driven, hypotheses-directed questions relate to theoretical 

ǇǊŜǎǳƳǇǘƛƻƴǎ ƻŦ ǘƘŜ ǊŜǎŜŀǊŎƘŜǊ ƻǊ ǎŎƛŜƴǘƛŦƛŎ ƭƛǘŜǊŀǘǳǊŜΣ ŀƴŘ ŀǊŜ άŘŜǎƛƎƴŜŘ ŀǎ ŀƴ ƻŦŦŜǊ ǘƻ ǘƘŜ 

interviewees, which they might take up or refused according to whether they correspond to their 

subjŜŎǘƛǾŜ ǘƘŜƻǊƛŜǎ ƻǊ ƴƻǘέ (Flick, 2009, p.157).  Finally, confrontational questions refer back to and 

challenge the proposals and relationships interviewees have presented to the researcher, in order to 

prompt the interviewee to reexamine his or her ideas in comparison with alternative theories or 

explanations (Flick, 2009). 

¦ǎƛƴƎ CƭƛŎƪΩǎ ƛƴǘŜǊǾƛŜǿ ǉǳŜǎǘƛƻƴ ǘȅǇƻƭƻƎȅΣ Ƴƻǎǘ ƛƴǘŜǊǾƛŜǿ ǉǳŜǎǘƛƻƴǎ ǳǎŜŘ ƛƴ ǘƘƛǎ ǊŜǎŜŀǊŎƘ ǿŜǊŜ ƻǇŜƴ 

questions.  Some questions could be categorized as theory-driven, hypotheses-directed questions (e.g. 

questions c3, d2, and d3).  However, given that the interview guide is itself derived from theory-based 

questions, nearly all of the interview questions could be considered theory-driven.  Confrontational 

questions were rare, and when used were unscripted follow-up questions. 

While there are many approaches to categorizing interview questions, there is no need to choose 

between them.  Both typologies above offer insight to the researcher creating an interview guide, as 

do many others (Brenner, Brown, & Canter, 1985; Patton, 2002; Silverman, 2001; Turner, 2010, to give 

some examples).  Many or all can be used together as a basis for creating an interview both 

scientifically useful and interesting to the interviewee. 

A final aspect of interviewing important to consider is preparing for the interview itself.  McNamara 

(2009) describes eight considerations, listed in Turner (2010, p.757):   

(1) choose a setting with little distraction; 

(2) explain the purpose of the interview; 

(3) address terms of confidentiality; 

(4) explain the format of the interview; 

(5) indicate how long the interview usually takes; 

(6) tell them how to get in touch with you later if they want to; 

(7) ask them if they have any questions before you both get started with the interview; and 

όуύ ŘƻƴΩǘ Ŏƻǳƴǘ ƻƴ ȅƻǳǊ memory to recall their answers. 
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These aspects were addressed in the following manners: 

(1) Interviewees selected locations themselves which they were comfortable with.  In many 

cases this was a coffee shop.  While there were sometimes distractions and ambient noise 

this did not obviously impact the interview quality. 

(2) The purpose was explained orally and on the copy of the consent form given to 

interviewees. 

(3) Interviewees were provided a consent form where they could select whether they gave 

permission to be recorded, named, and quoted, with or without pre-clearance of the 

specific quotes to be used in this document. 

(4) The interview format was briefly presented to interviewees and incorporated into the 

interview guide.   

(5) Interviewees were told the interviews generally take sixty to ninety minutes, but that their 

time constraints could be accommodated. This information was also included on the 

consent form given to interviewees. 

(6) The consent form included short- and long-term phone numbers, and a permanent email 

address with which to contact me. 

(7) Interviewees were asked after the consent form and overview of the interview were 

presented if they had additional questions.   

(8) Interviews were digitally recorded in all instances but one.  Notes were taken during all 

interviews. 

Items (2), (3), (4), (5), (6), and (7) were explicitly included in the introduction section of the interview 

guide (Appendix A:  Interview Materials) to ensure each aspect was introduced in each interview.  Item 

(1), the interview location, was determined over the phone or via email prior to each interview.   

Permission to digitally record the interview was requested from each participant, and a written record 

ƻŦ ŜŀŎƘ ǇŀǊǘƛŎƛǇŀƴǘΩǎ ŘŜŎƛǎƛƻƴ ǿŀǎ recorded on the consent form.  Notetaking was explicitly mentioned 

during the introductory phase of the interview, and included in the interview guide. 

Information concerning items (2), (3), (5), and (6) was included in the consent form given to each 

participant (Appendix A:  Interview Materials), and the introductory email received by some 

participants77 contained information pertaining to items (2), (3), (4), and (5).  The template for the 

introductory email is found in Appendix A:  Interview Materials. 

Sampling  

The sampling methods discussed previously in the Case Study Approach section can also be used for 

interview sampling.  Rather than reviewing them, a few points related to sampling for interviews will 

be discussed here. 

Barbour (2005) suggests purposive sampling based on a key list of people, identified by how each 

relates to the other.  This strategy is designed to enable triangulation, as well as to help determine the 

extent to which one can generalize findings.  Related to this, she suggests snowball or chain sampling 

when the researcher is not necessarily aware at the outset of all the key persons involved (Barbour & 

Schostak, 2005).  This sampling approach is also extremely useful in instances where access to key 

                                                           
77 Participants received an introductory email in cases where an email address for the participant was known 
prior to the interview.  This occurred in 21 of 23 cases. 
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persons may be restricted.  Informants who are connected to other, less-accessible informants may be 

willing and able to bridge the gap for the researcher (Patton, 2002). However, in some instances 

snowball sampling may exclude groups who are not well-connected to others, do not wish to 

participate, or do not have a voice in a particular processτi.e. self-selection issues can arise. 

Snowball sampling proved advantageous in this research.  First, given that this was an exploratory 

research project, I was not aware of all the main players involved.  Snowball sampling expanded the 

breadth of interviewees and helped clarify relationships between different individuals, organizations, 

and programs in Cuyahoga County.  Without using snowball sampling, several important interviews 

would have been missed.  Secondly, snowball sampling was key in obtaining access to several 

interviewees, in particular those who were in high demand for interviews from researchers and 

reporters.  Moreover, the use of snowball sampling resulted in my gaining access to several 

quantitative data sources, some of which I had failed to successfully negotiate access to using other 

avenues. 

Patton (2002) cites Lincoln and Guba (1985) in recommending continuing purposive sampling until data 

redundancy is achieved.  In the case of interviewing, a researcher should continue selecting and 

interviewing informants until no significant new information is produced from the interviews.  In my 

case, no longer hearing new names suggested as potential interviewees by participants was also an 

ƛƴŘƛŎŀǘƻǊ ǘƘŀǘ Řŀǘŀ ΨǎŀǘǳǊŀǘƛƻƴΩ ƘŀŘ ōŜŜƴ ŀŎƘƛŜǾŜŘΦ 

From Tape to Text 

The generation of a textual record, referred to as transcription,78 is a key process in the analysis of 

interview data.  Some researchers consider transcription itself an analysis process, while others 

consider it a preparatory step that then allows one to analyze the interview data (Davidson, 2009).  

Despite the many choices and considerations that occur before and during the transcription process, 

ǘƘŜ Ǿŀǎǘ ƳŀƧƻǊƛǘȅ ƻŦ ǊŜǎŜŀǊŎƘ ŀǊǘƛŎƭŜǎ ǊŜŦŜǊ ǎƛƳǇƭȅ ǘƻ ΨǘǊŀƴǎŎǊƛǇǘƛƻƴΣΩ ƻǊ ǇŜǊƘŀǇǎ ΨŦǳƭƭΩ ƻǊ ΨǾŜǊōŀǘƛƳΩ 

transcription, without defining or clarifying the terms (Halcomb & Davidson, 2006).  This lack of 

explanation evidences the naturalizing of an interpretive process by many researchersτthat is, the 

treatment of a transcript as objective data rather than an inherently selective process that reflects the 

ǊŜǎŜŀǊŎƘŜǊΩǎ ŀƴŘκƻǊ ǘǊŀƴǎŎǊƛōŜǊΩǎ ƻōƧŜŎǘƛǾŜǎ ŀƴŘ ǾƛŜǿ ƻŦ ǘƘŜ ǿƻǊŘ (Davidson, 2009; Halcomb & 

Davidson, 2006; Lapadat & Lindsay, 1999; Lapadat, 2000; Müller & Damico, 2002). After all, a transcript 

άrepresents an audiotaped or videotaped record, and the record itself represents ŀƴ ƛƴǘŜǊŀŎǘƛǾŜ ŜǾŜƴǘέ 

(Lapadat & Lindsay, 1999, p.81).  Thus, a written record of an interview is twice abstracted from the 

interview event itself.  This is a necessary concession, as abstraction makes analysis possible, stripping 

data seen as unnecessary out of an endlessly rich data source. 

Müller and Damico (2002) describe transcription as a translation of data through an interpretive 

ŦǊŀƳŜǿƻǊƪ ǘƘŀǘ ƛǎ ŘŜǘŜǊƳƛƴŜŘ ōȅ ƻƴŜΩǎ ǘƘŜƻǊŜǘƛŎŀƭ ƻǊƛŜƴǘŀǘƛƻƴΣ ǊŀǘƘŜǊ ǘƘŀƴ ǎƛƳǇƭȅ ōŜƛƴƎ ŀ ǘǊŀƴǎŦŜǊ ƻŦ 

media from the tape to the page. Lapadat (2000) examines three views of transcription.  To one 

extreme is the positivistic view, where one objectively transcribes audio data in a manner believed to 

ōŜ ǘǊŀƴǎǇŀǊŜƴǘΦ ¢ƘŜ ǎŜŎƻƴŘ ǘȅǇŜ ǎƘŜ ǊŜŦŜǊǎ ǘƻ ŀǎ άƳǳŘŘƭŜ ƛƴ ǘƘŜ ƳƛŘŘƭŜΣέ ǿƘƛŎƘ ƛǎ ŜǎǎŜƴǘƛŀƭƭȅ ǘƘŜ 

pragmatic decision-making that must occur when the realities of interview data run into an idealized 

                                                           
78 Interpretations of the term transcription vary.  In this document, transcription is considered to mean any 
distillation of oral data into textual data, ranging from interview field notes to the highly annotated and codified 
transcriptions used in conversation analysis. 
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ŦǊŀƳŜǿƻǊƪ ŦƻǊ ǘǊŀƴǎŎǊƛōƛƴƎΦ CƻǊ ŜȄŀƳǇƭŜΣ ŘƻŜǎ ƻƴŜ ǘǊŀƴǎŎǊƛōŜ άǳƳέ ŀƴŘ ƻǘƘŜǊ ŦƛƭƭŜǊ ǿƻǊŘǎΚ  !ǊŜ ǇŀǳǎŜǎ 

and their duration recorded?  At other extreme is the interpretivistic view, where transcripts are 

considered context-situated theoretical constructions.  This is view endorsed in this research; what I 

have distilled from interview recordings is certainly not the same as what all other researchers would, 

particularly if they had other research goals in mind. 

Given an interpretivistic view of the transcription process, it is unsurprising that many authors 

advocate a transcription practice that is developed for each particular research process. They suggest 

careful thought in developing a transcription process that is guided by principles and suited to the 

research methodology (Davidson, 2009; Halcomb & Davidson, 2006; Lapadat & Lindsay, 1999; Lapadat, 

2000; Müller & Damico, 2002).   Oliver et al. (2005) place transcribing practices on a naturalism-

denaturalism continuum.  Naturalistic transcription attempts to capture all parts of the interaction, 

such as pauses, stutters, and intonations.  Denaturalized transcription removes these elements and 

translates the spoken record into text meeting (or partially meeting) the standards of writing (Oliver, 

Serovich, & Mason, 2005). If one views this spectrum as one of abstraction, with naturalism having low 

levels of abstraction and denaturalism having higher levels of abstraction, other methods of text 

generation, such as interview field notes, can be placed further along the abstraction spectrum.  

¢Ƙƛǎ ŜȄǇŀƴŘŜŘ ǎǇŜŎǘǊǳƳ ŎƻƴŎŜǇǘ Ŏŀƴ ōŜ ǳǎŜŘ ǘƻ ǎǳǇǇƻǊǘ ŀǊƎǳƳŜƴǘǎ ŀƎŀƛƴǎǘ ΨŦǳƭƭΩ ǘǊŀƴǎŎǊƛǇǘƛƻƴΦ CƻǊ 

example, Halcomb and Davidson (2006) argue that analysis techniques such as thematic and content 

analysis do not require verbatim transcripts.  Research that seeks to uncover values, beliefs, and 

feelings of informants requires the retention of more detail from the oral data. 

Since many research questions do look at data more readiƭȅ ŀǇǇŀǊŜƴǘ ŀǘ ǘƘŜ ΨǎǳǊŦŀŎŜΩ ƭŜǾŜƭ ƻŦ 

interviews, alternate, non-verbatim transcription methods are needed.  One possibility would be the 

use of interview field notes and post-interview memos.  Another possibility is suggested by Halcomb 

and Davidson (2006). Their approach entails six steps: (1) audiotaping and notetaking during the 

interview; (2) creating reflective memos immediately after the interview; (3) listening to the recorded 

interview and adjusting notes as necessary; (4) preliminary content analysis to discover primary 

themes; (5) secondary content analysis done by a different researcher; and (6) thematic review to 

ƛŘŜƴǘƛŦȅ ƪŜȅ ŜȄŀƳǇƭŜǎ ƛƴ ǘƘŜ ŀǳŘƛƻ ǊŜŎƻǊŘƛƴƎǎ ǘƘŀǘ ŜȄǇǊŜǎǎ ƳŜŀƴƛƴƎǎ ŦǊƻƳ ǘƘŜ ƛƴǘŜǊǾƛŜǿŜŜΩǎ Ǉƻƛƴǘ ƻŦ 

view (Halcomb & Davidson, 2006, pp.41-42). 

This research utilizes a variation on the approach put forth by Halcomb and Davidson.  In step (3), the 

recorded interview was annotated with key topics and illustrative quotes highlighted.  This annotation 

was then compared with field notes.  Additionally, step (5) was omitted due to resource constraints. 

3.3.2 Household Sorting & Hedonic Pricing 

As described in Section 2.3.1, a common way to proxy neighborhood quality or health in neighborhood 

change research is by using economic indicators, such as property value or the change in property 

value.   Underlying this choice is the Hedonic Pricing Model, which asserts that the values of non-

separable housing features (such as an additional bedroom or which school district the property 

belongs to) are capitalized into the price of the property.   

This section will briefly outline hedonic pricing theory.  It begins with an introduction to household 

sorting theory, which is presupposed by hedonic price theory.  Hedonic pricing theory is introduced 

next, as well as a short discussion of potential modeling issues and possible solutions. 



 

123 
 

Household Sorting 

Household sorting is the tendency for individuals (or households) to divide themselves into 

ƘƻƳƻƎŜƴŜƻǳǎ ŎƻƳƳǳƴƛǘƛŜǎΦ  ¢ƘŜǎŜ άŎƻƳƳǳƴƛǘƛŜǎέ ŀǊŜ ǳǎǳŀƭƭȅ ŜƴǾƛǎƛƻƴŜŘ ŀǘ ǘƘŜ ƴŜƛƎƘōƻǊƘƻƻŘ ƻǊ 

municipal scale.  There are two major models of household sorting as advanced by Tiebout (1956) and 

Alonso (1964). 

¢ƘŜ ¢ƛŜōƻǳǘ ƘȅǇƻǘƘŜǎƛǎ ƻŦ ƘƻǳǎŜƘƻƭŘ ǎƻǊǘƛƴƎ ƛǎ ōŀǎŜŘ ǳǇƻƴ ƘƻǳǎŜƘƻƭŘǎ άǾƻǘƛƴƎ ǿƛǘƘ ǘƘŜƛǊ ŦŜŜǘέ ǘƻ 

choose their preferred household location. They choose the community that offers the mix of public 

goods and taxes that best fits their preferences (Tiebout, 1956). This model presupposes that 

homebuyers are (perfectly) mobile, have perfect information, have a choice of communities 

characterized by various combinations of public goods and taxes, and can recognize the differences 

between them (Fischel, 2001). 

A wide array of econometric studies providing evidence to support the Tiebout model have been 

ŎŀǊǊƛŜŘ ƻǳǘΣ ōŜƎƛƴƴƛƴƎ ǿƛǘƘ hŀǘŜǎΩ мфсф ǎǘǳŘȅ ƻŦ bŜǿ WŜǊǎŜȅ ŎƻƳƳǳƴƛǘƛŜǎΦ  ¢ƘŜǎŜ ǎǘǳŘƛŜǎ ƳŜŀǎǳǊŜ 

capitalization79 of various local services into home values.  A survey of the various empirical studies of 

Tiebout capitalization can be found in Dowding, John, ŀƴŘ .ƛƎƎǎΩ мффп ŀǊǘƛŎƭŜΦ  ¢ƘŜ ŀǊǘƛŎƭŜ ǊŜŦŜǊǎ ǘƻ 

several studies which have shown evidence for household sorting by race, homeownership, population 

density, income and age.   

¢ƘŜ ǎŜŎƻƴŘ ǘƘŜƻǊȅ ƻŦ ǳǊōŀƴ ƘƻǳǎŜƘƻƭŘ ǎƻǊǘƛƴƎ ƛǎ !ƭƻƴǎƻΩǎ όмфспύ ƎŜƴŜǊŀƭƛȊŀǘƛƻƴ ƻŦ ±ƻƴ ¢ƘǸƴŜƴΩǎ όмунсύ 

locational theory, which posits that bid-rent functions can be used to determine household locations 

as a function of income. The original model assumes a monocentric city which contains all employment 

in its central business district and has consistent transportation costs for all households (Alonso, 1964).  

IŀƴǳǎƘŜƪ ŀƴŘ ¸ƛƭƳŀȊΩǎ нллт ŀǊǘƛŎƭŜ ƭƛǎǘǎ ŀƴ ŀǊǊŀȅ ƻŦ ŜƳǇƛǊƛŎŀƭ ǎǘǳŘƛŜǎ ǘƘŀǘ ǎǳǇǇƻǊǘ !ƭƻƴǎƻΩǎ ƘȅǇƻǘƘŜǎƛǎΦ 

While most empirical studies have examined either the Tiebout or the Alonso model of household 

location, Hanushek and Yilmaz incorporate both.   Contrary to the Tiebout model, which bases location 

ŎƘƻƛŎŜ ƻƴ ƘƻǳǎŜƘƻƭŘ ǇǊŜŦŜǊŜƴŎŜΣ ŀǎ ǿŜƭƭ ŀǎ ǘƻ !ƭƻƴǎƻΩǎ ŀǎǎŜǊǘƛƻƴ ǘƘŀǘ ƭƻŎŀǘƛƻƴǎ ŀǊŜ ŘŜǘŜǊƳƛƴŜŘ ōȅ 

income, real jurisdictions are determined by mixtures of income and preferences.  Hanushek and 

Yilmaz constructed a theoretical model, which contained high and low income households, each of 

which had either high or low valuation of education. It was seen that the two theories complement 

one another and have results that are more consistent with what is observed empirically (Hanushek & 

Yilmaz, 2007).  De Bartolome and Ross also created a monocentric model with two jurisdictions that 

showed both jurisdictional and transportational differences to be incorporated into house values, 

explaining empirical intrajurisdictional income mixing (2003). 

These models, and extensions thereof, posit that households move to communities that best satisfy 

their preference mix.  A large number of empirical studies lend strong support to this theory (see 

Dowding et al., 1994 and Hanushek & Yilmaz, 2007 for examples).  It should be noted, however, that 

these models are based on assumptions of perfect mobility and perfect information, among others.  

Any deviations from these assumptions must be taken into account when constructing models and 

interpreting results.   

                                                           
79 Capitalization is the incorporation of the value of local services and amenities (and other factors) into the value 
of the productτin this case the house. 
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Hedonic Pricing 

Hedonic pricing, a type of regression analysis, is often used to determine the effect of specific 

characteristics on housing values.  Said ŀƴƻǘƘŜǊ ǿŀȅΣ ƘƻǳǎƛƴƎ Ŏŀƴ ōŜ ŎƻƴŎŜǇǘǳŀƭƛȊŜŘ ŀǎ ŀ άōǳƴŘƭŜ ƻŦ 

ŀǘǘǊƛōǳǘŜǎέ (Rosen, 1974).  Hedonic pricing is then used to infer the marginal value (price) of individual 

attributes of properties in specific real estate markets.  Hedonic pricing models are constructed by 

estimating a regression with purchase price or assessed value as the dependent variable.  This 

dependent variable is regressed on a set of independent variables that represent the attributes that 

comprise the whole, as well as a term representing the time of the valuation if necessary (Meese & 

Wallace, 1997).   By regressing various amenity and disamenity levels on prices, one can determine the 

marginal willingness to pay for these amenities. 

This subsection describes the theoretical origins of hedonic pricing, discusses the specifics for hedonics 

ŀǇǇƭƛŜŘ ǘƻ ƘƻǳǎƛƴƎΣ ƛƴǘǊƻŘǳŎŜǎ ǘƘŜ ƳƻŘŜƭΩǎ ŦǳƴŎǘƛƻƴŀƭ ŦƻǊƳΣ ŀƴŘ ǊŜǾƛŜǿǎ ŎƻƳƳƻƴ ƳŜǘƘƻŘƻƭƻƎƛŎŀƭ 

issues and ways to remedy them. 

Economic theory states that the value of future costs and benefits associated with an asset will be 

reflected in the value of that asset; in other words, projected future values are capitalized into the 

present value (Fischel, 2001). The concept of capitalization is closely related to hedonic pricing theory, 

in that for any factor capitalized into the price of a property, one can determine the implicit price of 

the capitalized factor using a hedonic pricing model, given that sufficient data are available. 

Development of the hedonic pricing method is generally attributed to Griliches (1967) and Rosen 

(1974), while the first housing capitalization study was done by Oates (1969).   Oates ǘŜǎǘŜŘ ¢ƛŜōƻǳǘΩǎ 

hypothesis of household sorting against empirical evidence drawn from New Jersey communities and 

found that the tax rate was negatively capitalized into home values while the public school expenditure 

rate per student (a proxy for school quality) was positively capitalized (Oates, 1969).  Since then 

hedonic pricing models have been used to investigate the implicit prices of a wide variety of 

phenomena, including, for example, tax rates (Palmon & Smith, 1998), school quality (Black, 1999; 

Brasington & Haurin, 2006; Goodman & Thibodeau, 1998; Jud & Watts, 1981), crime (Tita, Petras, & 

Greenbaum, 2006), land scarcity (Jud & Winkler, 2002), expected future economic growth (Smith, 

2006), and noise pollution from airports (Püschel & Evangelinos, 2012) 

Applied to housing, the attribute (independent) variables include can be divided into four categories:  

(1) structural qualities that vary from house to house, such as age, lot size, and the number of 

bathrooms; (2) socioeconomic characteristics of the surrounding area, such as poverty rate, race, and 

education levels; (3) jurisdictional characteristics such as school quality and the local property tax rate; 

and (4) locational characteristics such as promixity to the central business district, major transportation 

routes, and environmental amenities and disamenties (e.g. landfills, waterfront location, heavy 

industry) (Bowen et al., 2001; Li & Morrow-Jones, 2010).  Many researchers include change variables, 

such as the change in poverty rate, to capture neighborhood change in the recent past and the possible 

impacts of policy interventions, both of which may influence housing price (Li & Morrow-Jones, 2010).  

When the model includes observations across multiple years, a time variable can be included to 

account for inflation and market trends in house prices over time. 

A major advantage of hedonic pricing models is the ability to determine the marginal willingness to 

pay for various housing and community attributes.  For example, it is likely difficult to determine the 
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disamenity value of living in a community affected by airport noise pollution.  One possibility would be 

to ask residents how much they would need to be compensated to move there.  But this process would 

be highly labor-intensive, and in many cases people do not actually know what avoiding this disamenity 

is worth to them. A simpler and cleaner solution is to create a hedonic pricing model using real market 

data instead of hypothetical statements by respondents that includes both properties affected and 

unaffected by airport noise pollution, and examine the significance and magnitude of the noise 

pollution coefficient.  To do so, one needs only data on home values, whether a property is affected 

by noise pollution or not, and the appropriate control variables. 

The basic functional form of a hedonic pricing model is shown in Equation (3.1), where P represents 

the price or value, and f is a function of S, structural characteristics of the property; E, socioeconomic 

characteristics of the surrounding area; J, jurisdictional characteristics; and L, locational characteristics.  

From this function, the price of any characteristic of the property can be determined by taking the 

partial derivative of the equation with respect to the characteristic.  Equation (3.2) shows Equation 

(3.1) translated into standard econometric form, where ‍
π
 represents the intercept, and ὢί, ὢὉ, ὢὐ, 

and ὢὒ represent vectors of structural, socioeconomic, jurisdictional, and locational characteristics, 

respectively.  ‍
ί
, ‍
Ὁ
, ‍
ὐ
, and ‍

ὒ
 represent the implicit marginal prices of the aforementioned vectors 

of characteristicsτthat is, the regression coefficientsτand µ represents the error term. 

 ὖ ὪὛȟὉȟὐȟὒ (3.1) 

 

 ὖ ‍ ‍ὢ ‍ὢ ‍ὢ ‍ὢ ‘ (3.2) 

 

Despite the inclusion of locational characteristics, there may be additional spatial determinants of 

house prices that are not included in the model.  There are two spatial concepts necessary to 

understanding these.  The first is spatial heterogeneity, where there may be variation in price due to 

the absolute location of a property within the study area.  This is evidenced by variation in the mean, 

variance, or covariance across the study area (Bowen et al., 2001).  An example of spatial heterogeneity 

would be a study area where older properties in one area have high prices while older properties in 

another area, perhaps more isolated from the central city or of a less desirable architectural style, have 

lower prices.  In this case an indicator for the age of the house would not capture this dependency. 

The second concept is spatial dependence, where the interdependence of prices is due to the relative 

ƭƻŎŀǘƛƻƴǎ ƻŦ ǇǊƻǇŜǊǘƛŜǎΦ  ¢Ƙŀǘ ƛǎΣ ǎǇŀǘƛŀƭ ŘŜǇŜƴŘŜƴŎŜ ƻŎŎǳǊǎ ǿƘŜǊŜ ǇǊƛŎŜǎ άŦƻƭƭƻǿέ ǘƘŜ ǇǊƛŎŜǎ ƻŦ ƴŜŀǊōȅ 

properties, with the result being a spatially correlated error term (Bowen et al., 2001).  A simple 

example of spatial dependence is the use of comparables in real estate pricing; that is, properties are 

priced based on the prices of similar, nearby properties.  Thus, real estate prices are liƪŜƭȅ ǘƻ άŦƻƭƭƻǿέ 

one another, but due to a reason that is not incorporated in the model represented in Equations (3.1) 

and (3.2). 

To address possible spatial heterogeneity and spatial dependence, it is possible to add a spatial 

congruity matrix, W, to Equation (3.2).  The matrix includes wjk elements, where j and k index all 
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observations in a pairwise fashion, and wjk represents the spatial relationship between observation j 

and observation k.80  W can be incorporated into the hedonic pricing model as shown in Equation (3.3): 

 ὖ ‍ ‍ὢ ‍ὢ ‍ὢ ‍ὢ ”Wὖ ‘ (3.3) 

where Wὖ represents the spatial relationships between observations and  ́ is the spatial 

autoregressive coefficient.  If ́ is significantly different from zero, it indicates the spatial relationship 

specified in W accounts for some variation in property prices and thus must be included in the model 

to prevent underspecification.81   

When spatial correlation is present, but not accounted for in the model, it is incorporated into the 

error term, µ, resulting in an improperly specified µ.  The impacts of this are manifold: marginal price 

estimates may be biased; the intercept estimate will be biased; error terms may be severely 

misestimated; and the estimate of the standard error of marginal price estimates will be biased.  

¢ƻƎŜǘƘŜǊΣ ǘƘŜ ǊŜǎǳƭǘ ƛǎ ǘƘŀǘ ǘƘŜ ŎƻƴŦƛŘŜƴŎŜ ƛƴǘŜǊǾŀƭǎ ŀƴŘ ƘȅǇƻǘƘŜǎƛǎ ǘŜǎǘǎ ōŀǎŜŘ ƻƴ ǘƘŜ ƳƻŘŜƭΩǎ 

estimates will be misleading (Bowen et al., 2001).  

Several diagnostic tools exist for determining whether spatial autocorrelation is an issue, including the 

ǳǎŜ ƻŦ ǾŀǊƛƻƎǊŀƳǎΣ ǘƘŜ aƻǊŀƴΩǎ L ƳŜŀǎǳǊŜΣ ŀƴŘ ǘƘŜ DŜŀǊȅΩǎ / ƳŜŀǎǳǊŜΦ  ¢ƘŜ ǊŜǎǳƭǘǎ ƻŦ ǘƘŜǎŜ ŘƛŀƎƴƻǎǘƛŎǎ 

determine whether a specific model requires the incorporation of spatial variables. 

In addition to deviatioƴǎ ŦǊƻƳ ǘƘŜ ƳƻŘŜƭΩǎ ŀǎǎǳƳǇǘƛƻƴǎΣ ǘƘŜǊŜ ŀǊŜ ǎƻƳŜ ƛƳǇƻǊǘŀƴǘ ƳŜǘƘƻŘƻƭƻƎƛŎŀƭ 

issues to consider when developing a hedonic pricing model.  These include the choice of indicators, 

multicollinearity, and selection bias.  These issues are discussed in the remainder of this subsection. 

wƻōŀŎƪ ǎǘŀǘŜǎΣ άǘƘŜƻǊȅ ŘƻŜǎ ƴƻǘ ǘŜƭƭ ǳǎ ǿƘƛŎƘ ŀǘǘǊƛōǳǘŜǎ ŀǊŜ ƎƻƻŘǎΤ ǘƘŜƻǊȅ ƻƴƭȅ ǘŜƭƭǎ ǳǎ Ƙƻǿ ǇŜƻǇƭŜ 

ōŜƘŀǾŜ ǿƛǘƘ ǊŜǎǇŜŎǘ ǘƻ ƎƻƻŘǎέ όмфунύΦ  ¢Ƙŀǘ ƛǎΣ ƘŜŘƻƴƛŎ ǇǊƛŎƛƴƎ ǘƘŜƻǊȅ ƛǘǎŜƭŦ ŘƻŜǎ ƴƻǘ ǇǊƻǾƛŘŜ ŀƴȅ 

guidance as to which characteristics to include in a hedonic pricing model; rather, the theory simply 

requires a fully-specified model.  That is, all characteristics that have a significant effect on prices must 

be included in the model.  As it is not possible to know which characteristics are significant a priori, the 

researcher depends on previous research, experience, and to some extent luck when it comes to 

selecting characteristics for a hedonic pricing model (Bowen et al., 2001; Roback, 1982).  Of course, 

data availability plays a role in model specification as well. 

A second issue in variable selection is multicollinearity, or when variables are highly correlated with 

one another.  When variables displaying a high degree of multicollinearity are included in a regression, 

small changes in the indicator values can result in drastic changes to the coefficient estimates for these 

indicators.  Thus, while many indicators may influence the asset price (the dependent variable in 

hedonic regressions), in many cases it is not possible to include all of them due to these issues.  For 

example, in this research, the female-headed household rate and the poverty rate are highly 

correlated.  Thus only one may be included in the hedonic model without casting significant doubt on 

the interpretability of the coefficient estimates. 

                                                           
80 There are several ways to specify this spatial relationship; see Bowen, Mikelbank, & Prestegaard, 2001. 
81 It is important to note that ́ only indicates whether the W chosen is significant, not whether there is any form 
of significant spatial dependence in the model.  See Bowen et al., 2001 for more discussion of this. 
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Gatzlaff and Haurin describe the problem of sample selection bias in property hedonic pricing models, 

demonstrating that in many instances the set of homes that are sold cannot be presumed random 

(1998).   For example, during the foreclosure crisis, foreclosed homes often cycled through many 

transactions, while activity in the traditional residential market slowed well below normal levels.  A 

solution, the censored regression technique, is outlined where data for unsold properties is used to 

determine the probability of a sale, resulting in a selection bias correction variable that is incorporated 

to generate an unbiased estimate (Gatzlaff & Haurin, 1998). 

Extension to the Community Level 

This research investigates the effects of policy interventions on neighborhoods and communities, 

rather than the effects on individual households or properties.  Thus, the quantitative model used in 

this research examines the effects of policy interventions in the real estate submarkets found in 

Cuyahoga County, Ohio.  To do so, a hedonic pricing model is created at the Census Tract level, a proxy 

for communities, rather than at the property level.  This means that the dependent variable is based 

on the total residential property value at the Census tract level, instead of using the values of individual 

properties.  This extension is not problematic as the underlying theory is the same, where supply and 

demand determine prices and the slope of the demand curve reveals marginal willingness to pay.  For 

examples of research using this approach, see Buettner & Ebertz (2009), Roback (1982), and Rosen 

(1979). 

General Equilibrium 

General equilibrium is a theoretical economics concept, which asserts that there exists a set of stable 

prices in an economy that results in a stable equilibrium; that is, a situation where prices and demand 

levels are stable.  Further, economic theory asserts that in cases of non-general equilibrium, market 

forces will, in the absence of external shocks, move prices and demand levels toward general 

equilibrium. 

General equilibrium is an ideal state, rather than a true representation of real markets.  Thus, all 

applications of econometric models deviate from the abstraction of general equilibrium to some 

extent.  What is important is to consider the extent of the deviations and their impact on model results. 

To meet the requirements of general equilibrium, prices and demand levels must be stable.  In the 

case of the foreclosure crisis, which is examined in this research, the assertion that prices and demand 

levels for housing are stable is clearly false.  However, one can assert that even during times of market 

instability, the market is moving toward general equilibrium. 

In particular, three assumptions of hedonic pricing theory are violated in the model used in this 

research:  (1) perfect mobility, (2) perfect information, and (3) land scarcity.  The first asserts that 

residents have perfect mobilityτthat is, no moving costsτwhen determining their housing location.  

This assumption can obviously never be met, but in the case of the foreclosure crisis mobility was more 

greatly restricted. In 2013, Jim Rokakis estimated that 40% of Cuyahoga County homeowners owed 

more on their mortgages than the value of the property (Pagonakis, 2013a), meaning that these 

homeowners were essentially immobile.  Secondly, the perfect information assumption means that all 

homeowners and homesellers have perfect information on all houses, with no cost of attaining this 

information.  Again, this assumption is clearly an ideal that is not achieved in reality.  In the case of this 

research, the deviation is greater than that typically seen on the real estate market.  As will be 



 

128 
 

discussed in Section 4.2.3, the housing market in Cuyahoga County was essentially comprised of two 

ǎŜǇŀǊŀǘŜ ƳŀǊƪŜǘǎ ŘǳǊƛƴƎ ŀƴŘ ŀŦǘŜǊ ǘƘŜ ŦƻǊŜŎƭƻǎǳǊŜ ŎǊƛǎƛǎΥ  ŀ ǎƭǳƎƎƛǎƘ ƳŀǊƪŜǘ ǿƛǘƘ άƴƻǊƳŀƭέ ǇǊƻǇŜǊǘȅ 

prices and a more active market for properties affected by foreclosure, sold at immense discounts.  In 

the foreclosure-impacted market in particular, potential purchasers have particularly poor 

information, resulting in market distortions.  Finally, the third assumption states that land is a scarce 

good.  In the case of Cuyahoga County, there is an oversupply of landτin 2013 there were over 26,000 

vacant properties (Pagonakis, 2013b).  This weakens the assumption substantially.  

This research examines a weak market city during a recession, which implies that hedonic estimates 

will be lower than those seen in strong market cities and during boom times.  Despite this, these 

depressed prices do accurately reflect amenity values in Cuyahoga County during the study period.  

The caveat is that these estimates cannot be expected to hold during other parts of the housing and 

economic cycles, nor in strong market cities.  A second caveat is based on Mikelbank et al.Ωǎ όнллуύ 

article ¢ƘŜ {ƪȅ LǎƴΩǘ CŀƭƭƛƴƎ 9ǾŜǊȅǿƘŜǊŜ, which provides strong evidence for the existence of two 

submarkets in Cuyahoga County:  one dominated by the impacts of foreclosures and a much smaller 

submarket consisting of properties (relatively) untouched by the foreclosure crisis.  It was not possible 

to create two quantitative models to separately represent each of these markets.  Instead, one 

quantitative model is used that incorporates the median sale prices of all residential properties in the 

county.  The use of quantile regression does, however, allow for specific segments of the dependent 

ǾŀǊƛŀōƭŜΩǎ ŘƛǎǘǊƛōǳǘƛƻƴ ǘƻ ōŜ ŜȄŀƳƛƴŜŘΦ  !ǎǎǳƳƛƴƎ ǇǊƻǇŜǊǘƛŜǎ ƛƴ ǘƘŜ άǳƴǘƻǳŎƘŜŘέ ǎǳōƳŀǊƪŜǘ ŀǊŜ 

ǎǇŀǘƛŀƭƭȅ ŎƭǳǎǘŜǊŜŘ Ƨǳǎǘ ŀǎ ǘƘƻǎŜ ƛƴ ǘƘŜ άŦƻǊŜŎƭƻǎǳǊŜέ ǎǳōƳŀǊƪŜǘ ŀǊŜτrefer to Section 2.2.2 for a review 

of the evidence concerning the clustering of  foreclosures and properties affected by foreclosuresτ

the use of quantile regression will allow examination of the approximate submarkets separately. 

Endogeneity 

Roughly stated, endogeneity occurs in a regression model when (1) there is a feedback loop present 

between independent and dependent variables, (2) measurement error is present, or (3) control 

variables are correlated with the error term, indicating an omitted variable problem.  When 

endogeneity is present and not controlled for, regression coefficients can be biased and inconsistent.  

An unbiased estimator reflects the true value of the true value being estimated, while a consistent 

estimator is one that converges in probability to the population parameter (i.e. the true value) as the 

number of observations approaches infinity  (Wooldridge, 2002).82  Thus, the presence of endogeneity 

in the model can result in estimators that do not reflect the true population values.  Another important 

consequence of endogeneity is that the results provide only evidence of correlations, not causality.  

Thus, the conclusions that can be drawn from the results are much weaker. 

The presence of endogeneity in the relationships between key variables and dependent variable have 

the largest impact on the research, as these estimators are of greatest interest.  When they are biased 

and inconsistent, the strength and credibility of the results is reduced.  One way to address this is to 

use instrumental variables.  An ideal instrumental variable is one that has a causal effect on the 

independent variable of interest, but does not affect the dependent variable (other than indirectly 

through the independent variable).  Ideal instruments are in practice difficult to find, both conceptually 

and with respect to data availability.  Using a weak instrumentτone that is only weakly correlated 

                                                           
82 Wooldridge notes that while bias and inconsistency are not the same, the two can be viewed as being the same 
for practical purposes. 
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with the endogenous independent variableτcan result in more problems than it solves, including bias, 

inconsistency, and incorrect confidence interval estimates (Bound, Jaeger, & Baker, 1995).  The issue 

of endogeneity in the model will be discussed further in Section 0 after the model is introduced. 

3.3.3 Quantitative Method:  Quantile Regression 

The second stage of the research utilized quantile regression in a hedonic pricing model to examine 

the relationships between various foreclosure prevention and mitigation responses and neighborhood 

change, with neighborhood change proxied in the model by percent change in residential property 

value.  Recall that Section 2.2.3 detailed existing research that found strong links between foreclosures 

and property values.  Thus, one way of determining if foreclosure responses have an impact on the 

community level is to examine the relationships between their use and changes and property value. 

Quantile regression, in contrast to ordinary least squares (OLS) regression, can be used to examine the 

relationships between various independent variables and the dependent variable and how it might 

differ across the entire dependent variable distribution.  That is, with quantile regression it is possible 

to examine these relationships along the dependent variable distribution to determine if the 

relationships vary across the distribution.  This allows the investigation and analysis of specific ranges 

of interest of the dependent variable, rather than an investigation limited to the range surrounding 

the average value of the dependent variable, as occurs with OLS regression (Buchinsky, 1998; Hao & 

Naiman, 2007; Mosteller & Tukey, 1977; Schulze, 2004).   

This is especially important given the role of context in determining suitable foreclosure responses.  By 

using quantile regression, it is possible to examine the relationships between foreclosure responses 

and groups of communities that have been affected to different extents by the foreclosure crisis.  That 

is, it is important to know if the relationship between a particular foreclosure response is the same for 

those communities most negatively affected by the crisis as it is for those only moderately affected, 

and so on. 

This section first details the purpose and general approach of regression, then compares the quantile 

ǊŜƎǊŜǎǎƛƻƴ ƳŜǘƘƻŘ ǿƛǘƘ h[{ ǊŜƎǊŜǎǎƛƻƴΣ ŀƴŘ Ŧƛƴŀƭƭȅ ŘŜǘŀƛƭǎ ǘƘŜ ǎǇŜŎƛŦƛŎǎ ƻŦ ǘƘŜ ƳŜǘƘƻŘΩǎ 

implementation and the interpretation of results.  The development and implementation of quantile 

regression using the hedonic pricing model specifically for this research will be introduced in Section 

0. 

Purpose & Approach 

Quantile regression, like all types of regression, quantitatively investigates the relationship between 

one or more independent variables and a dependent variable.  For each independent variable in a 

regression analysis, the apparent effect of a one unit change of an independent variable on the 

dependent variable is determined (numerically captured by the regression coefficient), as well as the 

level of certainty associated with this relationship (numerically captured by the confidence level and 

interval).  Though regression results are often presented as evidence for a causal relationship between 

the independent and dependent variable, in reality regression results are evidence only for a 

relationship or association between the variables; an experimental or quasi-experimental research 
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design would be necessary to show casuality.83  ¢ƘŜ Ŏŀǳǎŀƭ ŀǎǇŜŎǘ ƛǎ ōŀǎŜŘ ƻƴ ǘƘŜ ǊŜǎŜŀǊŎƘŜǊΩǎ 

theoretical hypotheses concerning the relationship between the independent and dependent 

variables.  Affirmative regression results give support, but not proof, for the hypothesized causal 

relationships. 

In regression, variables can take a variety of forms, including continuous (ranging from negative infinity 

to positive infinity, with an infinite number of values in between), discrete (with only specific values 

possible, such as a population count, which must be a positive whole number), and binary (with 

possible values of 0 (false) and 1 (true)).  In this research application, the dependent variable is 

continuous, and the independent variables are comprised of continuous, discrete, and binary variables. 

A simplified explanation of regression follows here to give a general idea of the method.  First, the 

researcher hypothesizes relationships that may exist in the area of interest.  These hypotheses may 

draw from theory or observation (which itself is a less formal sort of theory).  A key point here is the 

operationalizing of these hypothesesτthat is, translating the verbal hypotheses into quantitatively 

testable hypotheses.  Matching hypotheses to actual, existing and available data is a particularly 

important and challenging aspect.  The use of sloppy or imprecise proxies, for example using data 

simply because it is available, and not because it fits the hypothesis particularly well, can easily result 

in false or misleading regression results.  In cases where this is necessitated by limited options, the 

researcher should account for this in the analysis by examining the possible effects of data limitations 

on the results. 

Secondly, one collects data which includes sufficient variation among the variables of interest (both 

independent and dependent).  The more observations present in the regression analysis, the more 

easily the regression model can detect a relationship, if it is present. A limitation here is that all 

observations must have data for all variables included in the regression analysis.  Any observations 

containing missing data are excluded from the model. 

Thirdly, one runs the regression model using statistical software (in this research I used STATA Version 

11).  The regression works by comparing the values of the dependent variable for various values of the 

input variable, while controlling for the influence of the other independent variables.  The results of 

this complicated calculation are coefficients, standard errors, confidence levels, and confidence 

intervals for each of the independent variables, which are then interpreted by the researcher.  More 

simply stated, the results capture whether and how the dependent variable changes in response to a 

change in an independent variable. These results provide support or indicate lack of support for the 

ǊŜǎŜŀǊŎƘŜǊΩǎ ƘȅǇƻǘƘŜǎŜǎΦ 

Comparison with OLS Regression 

The most important difference between quantile and ordinary least squares (OLS) regression is that 

quantile regression can be used to look at the effect of an independent variable on a dependent 

variable ŀǘ ŀƴȅ ƭƻŎŀǘƛƻƴ ŀƭƻƴƎ ǘƘŜ ŘŜǇŜƴŘŜƴǘ ǾŀǊƛŀōƭŜΩǎ ŘƛǎǘǊƛōǳǘƛƻƴ, while with OLS regression one is 

restricted to investigating this relationship at the mean ƻŦ ǘƘŜ ŘŜǇŜƴŘŜƴǘ ǾŀǊƛŀōƭŜΩǎ ŘƛǎǘǊƛōǳǘƛƻƴ 

                                                           
83 There are cases where regression models can provide evidence for causality and not only for relationships 
between variables.  This requires truly exogenous independent variables (or instrumental variables), which are 
often hard to come by in social science research, or an experimental or quasi-experimental research design, 
which is rarely feasible. 
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(Buchinsky, 1998; Hao & Naiman, 2007; Mosteller & Tukey, 1977; Schulze, 2004).  This means that one 

can identify whether the relationship between an independent and dependent variable changes over 

the distribution of the dependent variable.  For example, it may be that a particular program has a 

weak effect on the low end of dependent variable distribution, and a stronger effect on the high end 

of the distribution.  Alternatively, an independent variable may have no statistically significant effect 

in some areas of the distribution, and a significant effect elsewhere.  Likewise, the effect may change 

from positive to negative, or vice versa, as one moves along the dependent variable distribution.  This 

is particularly important when a researcher is interested in the tails of the dependent variable 

distributionτfor example, the impacts of a program on those living in poverty.  It should be noted that 

there are interpretation issues at the very extreme ends of the tails when using quantile regression.  

See Koenker & Hallock (2001) for an explanation.  

vǳƻǘƛƴƎ aƻǎǘŜƭƭŜǊ ϧ ¢ǳƪŜȅ όмфттύΣ άWǳǎǘ ŀǎ ǘƘŜ ƳŜŀƴ ƎƛǾŜǎ ŀƴ ƛƴŎƻƳǇƭŜǘŜ ǇƛŎǘǳǊŜ ƻŦ ŀ ǎƛƴƎƭŜ 

distribution, so the [OLS] regression curve gives a correspondingly incomplete picture for a set of 

ŘƛǎǘǊƛōǳǘƛƻƴǎΦέ CƻǊ ǘƘƛǎ ǊŜŀǎƻn, quantile regression has grown and continues to grow in popularity for 

a variety of research fields.  For example, Hao & Naiman (2007) make the case for the use of quantile 

regression in inequality studies.  Rather than simply giving an incomplete picture, OLS regression 

coefficients can sometimes give a false picture of the relationship between independent and 

dependent variables.  For instance, an OLS regression may produce a non-significant coefficient for an 

independent variable (i.e. the results indicate that one can have very little confidence that the effect 

is other than zero on the dependent variable).  However, using the same independent and dependent 

variables in a quantile regression could show a positive significant effect below the mean and a 

negative significant effect above the mean, or some other permutation of significance in specific 

ranges of the dependent variable that a focus on the mean overlooks. 

A second important advantage of quantile regression is the ability to detect distributional shape shifts 

in addition to the mean and scale shifts that can be detected by OLS regression (Buhai, 2005; Hao & 

Naiman, 2007).  What this means is that changes in the skewness of a distribution (how much to one 

tail or the other it is weighted) can be identified as well.  This is important because two distributions 

can have the same mean and the same standard deviation, but different skewnesses and thus different 

shapes.  If these two distributions are in response to various levels of an independent variable, the 

shape shift indicates a relationship between the independent variable and the dependent variable.  

Ordinary least squares regression would not detect this, but quantile regression could. 

Buhai (2005) provides a hypothetical example of a shape shift in the dependent variable distribution 

that could be captured by quantile regression but would be overlooked when using OLS regression.  In 

the case of a job training program for the unemployed, it is possible that the shortest periods of 

unemployment would be longer as a result of participation and that longest periods of unemployment 

would shorten due to the benefit of the training.  It is possible in this situation that the mean and 

standard deviation of the dependent variable would not change, in which case an OLS regression would 

not capture the effect of the treatmentτthe change in the shape of the distributionτbut a quantile 

regression would. 

Additionally, quantile regression is more robust across a wide variety of non-Gaussian (non-normal) 

distributions (Buhai, 2005; Hao & Naiman, 2007; R. Koenker & Bassett, 1978).  Non-normal 

distributions are common, particularly in the social sciences.  In OLS regression a few extreme data 

points can substantially influence the parameter estimates, resulting in distortions.  This increased 
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robustness to dependent variable non-normality allows researchers to use regression with a wider 

variety of datasets, and/or have increased confidence in their results because their data deviates less 

ŦǊƻƳ ǘƘŜ ƳŜǘƘƻŘΩǎ ŀǎǎǳƳǇtions.  Using quantile regression, researchers fit the model to the data, 

instead of fitting the data to the model, as often occurs when OLS regression is used with social science 

data samples. 

This advantage is significant:  in OLS regression, one often must categorize certain observations as 

outliers and delete them in order to have a Gaussian, or normal, distribution and avoid their 

deleterious effects on OLS hypothesis testing.84  This is problematic for two reasons.  First, this 

approach amounts to shoehorning an observed distribution into an ideal distribution for the sake of 

elegance.  Rather than accepting that empirically observed distributions are often, in fact, not normally 

distributed, by using OLS regression and removing outliers, many insist that the ideal case must be the 

true case and attribute deviations from this ideal as errors in the data.  Secondly, as Hao & Naiman 

όнллтύ ǿǊƛǘŜΣ άƻǳǘƭƛŜǊǎ ŀƴŘ ǘƘŜƛǊ ǊŜƭŀǘƛǾŜ Ǉƻǎƛǘƛƻƴǎ ǘƻ ǘƘƻǎŜ ƻŦ ǘƘŜ ƳŀƧƻǊƛǘȅ ŀǊŜ ƛƳǇƻǊǘŀƴǘ ŀǎǇŜŎǘǎ ƻŦ 

ǎƻŎƛŀƭ ƛƴǉǳƛǊȅέ όǇΦнрύ.  Thus, their removal assures not only a misspecification but also a loss of 

information that may be particularly informative about certain phenomena. 

Other advantages85 of quantile regression include that the model can be estimated using linear 

programming, and that the estimates are more statistically efficient than OLS estimators in the case of 

non-normal error terms, and similarly efficient in the case of normally-distributed error terms 

(Buchinsky, 1998). The use of linear programming means that the coefficient estimates can be 

calculated relatively quickly by software algorithms.  As well, for any linear programming problem, the 

optimal solution can be determined, if one in fact exists. A brief description of how one linear 

programming algorithm works is included in the next section. 

As a result of these advantages, quantile regression has been implemented in a variety of research 

areas, first in the mid-1990s in economics applications and since the mid-2000s in other fields.  The 

roots of quantile regression go back to the 18th century, when it was recognized that an estimator more 

robust than the sample mean was needed.  Many authors suggested using the minimization of 

absolute deviations (the technique used in quantile regression) rather than the minimization of 

squared deviations (the technique used in OLS regression) when some samples have potentially 

unreliable valuesτin other words, in the presence of outliers (R. Koenker & Bassett, 1978).  However, 

quantile regression as an econometric method was ƴƻǘ ƛƴǘǊƻŘǳŎŜŘ ǳƴǘƛƭ YƻŜƴƪŜǊ ϧ .ŀǎǎŜǘǘΩǎ ǎŜƳƛƴŀƭ 

1978 paper.  This was possible because Koenker & Bassett determined a new method to determine 

the quantile, by optimizing (determining a minimum or maximum) instead of by sorting (Schulze, 

2004). 

Beginning in the mid-мффлΩǎ ŀ ǾŀǊƛŜǘȅ ƻŦ ŜƳǇƛǊƛŎŀƭ ŜŎƻƴƻƳƛŎǎ ǇŀǇŜǊǎ ǳǎŜŘ ǉǳŀƴǘƛƭŜ ǊŜƎǊŜǎǎƛƻƴΣ 

particularly in labor economics (R. Koenker & Hallock, 2001).  Other scientific research areas using 

quantile regression include ecology (Cade & Noon, 2003), building factors (Borgoni, 2011), productivity 

                                                           
84 Additionally, it should be noted that identifying outliers in the regression context is neither a simple nor a 
straightforward process. See Huber (1973). 
85 Quantile regression does have a few disadvantages:  (1) it is not as well known as OLS regression, which may 
have the effect of restricting understanding and effective criticism of the results; (2) not all statistical properties 
have been thoroughly explored;  (3) quantile regression requires significantly more computing power that OLS 
(though this is only problematic for very large datasets; and (4) quantile regression software is not as widely 
available as software for OLS regressionτhowever it is available for SAS, STATA, and R (Olsen, Clark, Thomas, & 
Cook, 2012).  Likewise, quantile regression software often has limited diagnostic capabilities. 
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(Powell & Wagner, 2011), and mortality (Yang, Chen, Shoff, & Matthews, 2012).  Again, all of these 

studies have found that quantile regression provides additional information concerning relationships 

between variables than possible using OLS regression. 

A second area of interest where quantile regression has been used is neighborhood effects research.  

{ŀǎǘǊȅ ϧ tŜōƭŜȅ όнллоύ ŜȄŀƳƛƴŜŘ ƴŜƛƎƘōƻǊƘƻƻŘ ŜŦŦŜŎǘǎ ƻƴ ŎƘƛƭŘǊŜƴΩǎ ƘŜŀƭǘƘ ƻǳǘŎƻƳŜǎ ƛƴ [ƻǎ !ƴƎŜƭŜǎ 

County and found that neighborhood effects were generally small, but that the concentration of 

immigrants in a neighborhood is linked to higher levels of overweight and obese children, and the 

effect is stronger at the bottom half of the distribution. Another study used quantile regression to 

examine the relationship between neighborhood and income trajectories; in this case little evidence 

was found indicating a relationship between the two despite the examination of multiple quantiles 

(Bolster et al., 2007).  Carrillo & Yezer (2009) determined that homeownership gaps between white 

and minority neighborhoods in the U.S. are small and statistically insignificant at the high end and both 

highly significant and large at the low end of the homeownership rate distribution.  While these studies 

investigate a different type of dependent variable, they investigate effects on a similar scale (the 

neighborhood level) and use many of the same predictor variables (socioeconomic indicators at the 

neighborhood level) as used in this research. 

As of this writing, only one paper examines foreclosures using quantile regression.  In a 2011 Cleveland 

Federal Reserve working paper, Richter examined 2007 foreclosure rates on the neighborhood level, 

defined as the Census tract, in three weak market counties, Franklin County (Columbus, Ohio), 

Cuyahoga County (Cleveland, Ohio), and Allegheny County (Pittsburgh, Pennsylvania). She used a 

decomposition technique and found that foreclosure rates above the median in Ohio were mostly 

explained by differences in neighborhood characteristics, while differences between states (Franklin 

and Cuyahoga counties in Ohio, Allegheny County in Pennsylvania) were due mostly to parameter 

differencesτi.e. state level differences, which Richter hypothesizes are differences in the regulatory 

environments. Credit score in 2006 and high cost loans in 2005 were found to influence foreclosure 

rates across the entire distribution, and for all three counties.  Vacancy rates in 2000 were significant 

predictors of foreclosure rates only in the two Ohio counties, and the proportion of African Americans 

in the tract in 2000 was a significant predictor only in Cuyahoga County.  She found significant evidence 

of varying associations between independent variables along the dependent variable quantiles, such 

as vacancies, the percentage of high cost loans, and the percentage of low credit scores (Richter & Seo, 

2011ύΦ  !ǎ ǿƛǘƘ ǘƘŜ ƴŜƛƎƘōƻǊƘƻƻŘ ŜŦŦŜŎǘǎ ǊŜǎŜŀǊŎƘΣ wƛŎƘǘŜǊΩǎ ŀƴŀƭȅǎƛǎ ƭŜǾŜƭ ŀƴŘ Ƴŀƴȅ ǇǊŜŘƛŎǘƻǊ ǾŀǊƛŀōƭŜǎ 

overlap with this research.   

While the use of quantile regression to study neighborhood change is new, the studies described above 

indicate that this extension is a reasonable one.  The studies listed and described above share 

dependent variable specifications, independent variable specifications, and combinations thereof with 

ǘƘƻǎŜ ǳǎŜŘ ƛƴ ǘƘƛǎ ǊŜǎŜŀǊŎƘΦ  .ƻǘƘ ƴŜƛƎƘōƻǊƘƻƻŘ ŜŦŦŜŎǘǎ ƭƛǘŜǊŀǘǳǊŜ ŀƴŘ wƛŎƘǘŜǊΩǎ ǎǘǳŘȅ ƻŦ ŦƻǊŜŎƭƻǎǳǊŜ 

determinants model a dependent variable on the neighborhood level using quantile regression, as 

done in this research.  In fact, Richter (2011) and Sastry & Pebley (2003) use the Census tract level for 

analysis.  Hedonic analyses of house prices in the economics literature use models very similar to that 

used here, with the main differences being the unit of analysis and the addition of foreclosure-related 

variables and programs in this study.  In addition, the distribution of the dependent variable is non-

normal and the local context appears to play a strong role in how effective specific foreclosure 

responses work in a community.  Thus the use of quantile regression to study neighborhood change is 

a logical and, I hope, illuminating addition to the literature. 
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Implementation & Interpretation 

This section briefly introduces the mathematics behind quantile regression.  Again, this topic is 

introduced by beginning with OLS regression and illustrating how quantile regression differs from it.  

After the mathematical theory and computation techniques are introduced, the interpretation of 

results is discussed. 

This introductiƻƴ ŘǊŀǿǎ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ŦǊƻƳ Iŀƻ ϧ bŀƛƳŀƴΩǎ ōƻƻƪ Quantile Regression (2007), and the 

equations used in this section are directly reproduced from their book.  Both Koenker & Hallock (1978) 

and Schulze (2004) provide thorough introductions to the mathematics behind quantile regression as 

well.   

To introduce the mathematics of quantile regression, a simplified bivariate regression model will be 

used; that is, the case where one independent variable is regressed on a dependent variable.  To 

extend this model to multivariate regression models, one need only add additional terms to represent 

the additional independent variables; the mathematics are the same. 

An ordinary least squares regression model is characterized by Equation (3.4), where ώ is the 

dependent variable value for observation Ὥ, ὼ is the independent variable value for observation Ὥ, ‍ 

is the regression constant, ‍ is the estimated regression coefficient for the independent variable ὼ, 

and ‐ is the value of the error termτthe portion of the observed ώ value that cannot be explainedτ

for observation Ὥ.  The mathematics underlying OLS regression requires that the assumption of an 

identically, independently, and normally distributed error term, ‐, with a mean of zero, be met.  If this 

assumption is violated, as it routinely is in social science research, the results of hypothesis testing may 

be invalid. 

 ώ ‍ ‍ὼ ‐ (3.4) 

 

A second implication of the zero mean requirement of the error term is that the function ‍ ‍ὼ 

will be fitted to the conditional mean of ώ given ὼ.  For a normal distribution, this is quite useful; 

however for a skewed distribution, or perhaps even a multi-modal distribution, the mean is often not 

ŀ ƎƻƻŘ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ ŘƛǎǘǊƛōǳǘƛƻƴΩǎ ŎŜƴǘǊŀƭ ǘŜƴŘŜƴŎȅΦ  Lƴ ǘƘŜǎŜ ŎŀǎŜǎΣ ǘƘŜ ƳŜŘƛŀƴ ƛǎ ŀ ōŜǘǘŜǊ 

ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ ŘƛǎǘǊƛōǳǘƛƻƴΩǎ ŎŜƴǘǊŀƭ ǘŜƴŘŜƴŎȅΦ  hǊ ǊŜǎŜŀǊŎƘŜǊǎ Ƴŀȅ ōŜ ƛƴǘŜǊŜǎǘŜŘ ǎǇŜŎƛŦƛŎŀƭƭȅ in 

other quantiles.  The equation for median regression is a particular case of the equation for quantile 

regression, represented in Equation (3.5). Here the superscript ὴ indicates the specific quantile of 

interest. The value would be .5 in the case of the median.  

 

 ώ ‍ ‍ὼ ‐ (3.5) 

 

Equations (3.4)  and (3.5) represent the models for OLS and quantile regression, respectively.  The 

equations have quite similar forms, but the important difference is that the first, the OLS model, 

estimates a coefficient fitted to the mean of the distribution, while the second, the quantile model, 

estimates a coefficient fitted to a particular quantile, ὴ; that is, at any specified point along the 

distribution. 
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Ordinary least squares regression estimates independent variable coefficients by minimizing the sum 

of the squared residuals, which are the differences between the observed values and the values 

estimated by the model. Said differently, the residuals are the remaining part of the observed value 

above or below the value predicted by the model. This minimization equation is shown in Equation 

(3.6), where ώ
Ὥ
 is the observed value and ‍ ‍ὼ is the predicted value.  The minimization is then 

solved by taking the partial derivatives with respect to ‍ and ‍, which generates two equations with 

two unknown values; this system of equations is then solved to determine ‍ and ‍. 

 ÍÉÎ ώ ‍ ‍ὼ

 

 (3.6) 

In contrast, median regression estimates independent variable coefficients by minimizing the sum of 

the absolute values of the residuals, not the sum of the squared residuals.  Equation (3.7) shows this 

minimization problem: 

 ÍÉÎȿώ ‍ ‍ὼȿ

 

 (3.7) 

This is the median case, or the 50th quantile.  Extending this equation to other quantiles requires the 

introduction of weighting, where data points above the ὴ quantile of the dependent variable 

distribution are weighted by ὴ and data points below the ὴ quantile are weighted by ρ ὴ. This 

results in Equation (3.8). Setting ὴ equal to .5, one can see the equation will provide the same solution 

as Equation (3.7).  For any quantile ὴ, the proportion of data points above the quantile regression line 

will be ὴ, and the proportion of data points below the quantile regression line will be ρ ὴ. 

 

ÍÉÎὴ ώ ‍ ‍ὼ

ρ ὴ ώ ‍ ‍ὼ  

(3.8) 

 

To solve Equation (3.8), linear programming is used.  Linear programming is a method to solve 

maximization problems.  In quantile regression we are trying to find a minimum, not a maximum; 

however, any minimization problem can be re-specified as a maximization problem (referred to in 

linear programming as the dual).  Linear programming is implemented using different iterated 

algorithms by different software packages. One such algorithm is the simplex method, which selects a 

vertex in the mathematical space bounding the problem, then moves in the positive direction along an 

edge to another vertex, and continues until moving in the positive direction is no longer possible.  The 

final vertex will be the maximum. 

 

¢ƘŜ ǇǊŜǾƛƻǳǎ ǎŜŎǘƛƻƴ ŘƛǎŎǳǎǎŜŘ ǉǳŀƴǘƛƭŜ ǊŜƎǊŜǎǎƛƻƴΩǎ ǊŜŘǳŎŜŘ ǎŜƴǎƛǘƛǾƛǘȅ ǘƻ ƻǳǘƭƛŜǊǎΣ ƛƴ ŎƻƳǇŀǊƛǎƻƴ to 

OLS regression.  This increased robustness is due to the form of the objective function in Equation 

(3.8)Φ  ¢ƘŜ ŜȄǇƭŀƴŀǘƛƻƴ ƛǎ ǎǘŀǘŜŘ ōȅ Iŀƻ ϧ bŀƛƳŀƴ όнллтύΣ άƛŦ ǿŜ ƳƻŘƛŦȅ ǾŀƭǳŜǎ ƻŦ ǘƘŜ ǊŜǎǇƻƴǎŜ ǾŀǊƛŀōƭŜ 

without changing the sign of the residual, the fitted line remains the same. In this way . . . the influence 
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ƻŦ ƻǳǘƭƛŜǊǎ ƛǎ ǉǳƛǘŜ ƭƛƳƛǘŜŘέ όǇΦпмύΦ {ŎƘǳƭȊŜ όнллпύ ŀƴŘ .ǳƘŀƛ όнллрύ ƎƛǾŜ ǎƛƳƛƭŀǊ ŜȄǇƭŀƴŀǘƛƻƴǎΦ  ¢ƘŜ ǾŀƭǳŜ 

of the minimization problem will change as outlier values are modified; that is, the value of the error 

term and the fit of the model at that quantile will change.  However, the values of the parameter 

estimates will notτit will not be possible to better optimize Equation (3.8) unless an observation value 

is moved from one side of the fitted line value to the other. 

 

On occasion, OLS regression over truncated ranges of the dependent variable has been suggested (and 

undertaken) as a method to achieve the same result as that desired in quantile regression. It is 

important to note that this model specification is not a valid alternative.  Truncating the dependent 

variable range above and/or below an area of interest introduces severe sample bias (for a more 

detailed investigation, see Heckman, 1979).  Referring back to Equation (3.8) it is clear that quantile 

regression uses the entire sample to determine the quantile regression fit and thus avoids potential 

sample selection problems (Koenker & Bassett, 1978; Schulze, 2004). 

 

The calculation of standard errors, and thus the confidence intervals, is less straightforward than in 

OLS regression.  There are two main ways to calculate standard errors, using either asymptotics or 

bootstrapping techniques.  Each of these two categories contains many specific implementation 

possibilities.  A third possibility is robust quantile regression.  All three possibilities, and their relevant 

assumptions, are introduced and discussed here. However, Koenker & Hallock (2001) noted that the 

differences between standard error values calculated using different techniques are relatively small 

and that inference in quantile regression is more robust than econometric inference in general.   

The sparsity method is an asymptotic method of determining standard errors that requires identically, 

independently distributed (i.i.d.) errors (Chen, n.d.; Koenker & Hallock, 2001; Machado & Santos Silver, 

2011)).  Identically distributed errors means the errors are homoskedastic; that is, the distribution 

exhibits constant variance among the errors across the entire sample.  Independently distributed 

errors means that each error value is determined independently of all other error values; alternatively 

formulated, the error value for one observation has no influence on the error value of any other 

ƻōǎŜǊǾŀǘƛƻƴΦ  {¢!¢!Ωǎ ǉǊŜƎ ŦǳƴŎǘƛƻƴ ǘƻ ƛƳǇƭŜƳŜƴǘ ǉǳŀƴǘƛƭŜ ǊŜƎǊŜǎǎƛƻƴ ǇǊƻǾƛŘŜǎ ŀ ǾŀǊƛŜǘȅ ƻŦ ǎǇŀǊǎƛǘȅ 

estimation possibilities.  The sparsity method is the most direct and least computationally expensive 

way to determine standard error estimates (Chen, n.d.).  However, several authors have noted that 

the case of i.i.d. errors is unlikely (as well as generally uninteresting86) in many applications of quantile 

regression, and thus the assumption is too restrictive (Hao & Naiman, 2007; Koenker & Hallock, 2001; 

Schulze, 2004).  The errors in this application are not i.i.d distributed, and thus the sparsity method is 

not appropriate here. 

Other asymptotic methods require independently, but not identically, distributed error functions.  This 

is a much more reasonable assumption for the error term resulting from quantile regression models.  

These methods include the Huber-Ecker-White sandwich, the rank test, and the kernel approach, 

among others (Buchinsky, 1998; Chen, n.d.; Koenker & Hallock, 2001; Schulze, 2004). However, these 

methods are not easily implemented in STATA at this time. 

                                                           
86 vǳŀƴǘƛƭŜ ǊŜƎǊŜǎǎƛƻƴ ǿŀǎ ƻǊƛƎƛƴŀƭƭȅ ǳǎŜŘ ǇǊƛƳŀǊƛƭȅ ŀǎ ŀ ƳŜǘƘƻŘ ǘƻ ƎŜǘ ŀ Ǌƻōǳǎǘ ŜǎǘƛƳŀǘŜ ƻŦ ŀ ŘƛǎǘǊƛōǳǘƛƻƴΩǎ ŎŜƴǘǊŀƭ 
tendency by using the median.  Later it became apparent that quantile regression has broader useful 
applications, which, in general, do not have i.i.d. errors as a result of non-constant relationships between the 
regressors and the regressand (Machado & Santos Silver, 2011). 
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Bootstrapping techniques, originally developed by Efron (1979), require no assumptions concerning 

the error term; however they become computationally expensive with large datasets (Machado & 

Santos Silver, 2011).  There are many different implementations of bootstrapping; Shulze (2004) gives 

a good overview.  The fundamental idea is that of simulating the population distribution by re-sampling 

the sample distribution.  This is done repeatedly, generating many bootstrap samples; these bootstrap 

samples are then used as the datasets for quantile regression and standard errors are derived from 

the aggregated results (Shalizi, 2012).  The strength of bootstrapping is that it can generate standard 

errors without any presuppositions about the distribution of the error term.  However, bootstrapping 

requires long computation times and with large datasets this requirement can become prohibitive. 

Though the dataset used here is relatively small, it is not necessary to discuss various bootstrapping 

implementations in detail here; this is because in this research a 100% sample was availableτi.e. the 

entire population.  Thus the idea of re-sampling the entire population in an attempt to simulate the 

entire population is obviously nonsensical. 

A third option for determining standard errors is that of robust quantile regression.  Using robust 

quantile regression, one can determine valid standard error estimates even in the presence of 

heteroskedasticity and model misspecification (Machado & Santos Silver, 2011). Machado & Santos 

Silver (2011) introduced a STATA command (qreg2) which calculates robust quantile regression 

estimates.  It also includes a test for heteroskedasticity (the Machado-Santos Silver (MSS) test). This 

test compares the residual distribution to a homoskedastic distribution using a Chi-square test; the 

result provides the researcher information as to whether robust quantile regression is needed, and as 

to whether the error distributions vary across quantiles.  Examining the error distributions here, the 

MSS tests showed that the error distributions vary from one another, and at most quantiles they are 

decidedly not homoskedastic.87 

The interpretation of quantile regression results is analogous to the interpretation of OLS regression 

results, with the difference being that quantile regression results are interpretable at specific 

quantiles.  Thus the interpretation of an independent variable coefficient depends on the particular 

quantile (Buchinsky, 1998; Buhai, 2005)Φ  {ŎƘǳƭȊŜ όнллпύ ǇƘǊŀǎŜǎ ǘƘŜ ƛƴǘŜǊǇǊŜǘŀǘƛƻƴ ŀǎ ŀ ǉǳŜǎǘƛƻƴΥ άƘƻǿ 

ŘƻŜǎ ǘƘŜ ˍ-th conditional quantile of y react to a (ceteris paribus) change of xkέ όǇΦонύΦ .ǳƘŀƛ όнллрύ 

cautions that an observation may change quantiles if the independent variable value is changed, i.e. 

the marginal change does not stay constant; with each change the observation is likely to move into a 

different quantile of the distribution. 

Like OLS regression, quantile regression has a goodness-of-fit statistic. This statistic is similar to R2, in 

{¢!¢! ƛǘ ƛǎ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ǘƘŜ άǇǎŜǳŘƻ-R2Τέ ǘƘŀǘ ǘŜǊƳƛƴƻƭƻƎȅ ƛǎ ǳǎŜŘ ƘŜǊŜ ŀǎ ǿŜƭƭΦ ¢ƘŜ ŘƛŦŦŜǊŜƴŎŜ ƛǎ ǘƘŀǘ 

h[{ ǊŜƎǊŜǎǎƛƻƴΩǎ w2 is a global goodness-of-fit measure, while for quantile regression it is a local 

goodness-of-fit value.  Like the interpretation of independent variable coefficients, at each quantile 

there is a different pseudo-R2 value (Hao & Naiman, 2007; Schulze, 2004). 

3.4 Data 

This section introduces the specific data used in the analysis of the case study.  First, the qualitative 

data are introduced and discussed, followed by an introduction and discussion of the quantitative data. 

                                                           
87 Significance levels ranged from .000 to .114, averaging .039.  
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3.4.1 Qualitative Data 

As introduced and discussed previously, semi-structured interviews were carried out to generate 

qualitative data for the initial phase of the research.  The interview data are introduced in this section, 

by characterizing the interviews:  who was interviewed; where, when, and how the interviews took 

place; what the interview topics were; and circumstances that may have affected the interviews and 

resulting data. 

This section also briefly introduces additional, non-interview interactions that occurred during the first 

fieldwork trip in the form of meetings and telephone discussions.  Follow-up interviews that occurred 

between the first and second fieldwork trips and during the second fieldwork trip are also briefly 

discussed. 

The Interviews 

During the first fieldwork trip to Cuyahoga County, I undertook 23 interviews.  Twenty-two of the 

interviews were in person, one occurred over the telephone.88  Twenty-two of the interviews occurred 

between the interviewer and one participant; one interview had two participants.89  Thirteen 

ƛƴǘŜǊǾƛŜǿǎ ǘƻƻƪ ǇƭŀŎŜ ƛƴ ǘƘŜ ƛƴǘŜǊǾƛŜǿŜŜΩǎ ƻŦŦƛŎŜ ŀƴŘ ƴƛƴŜ ǘƻƻƪ ǇƭŀŎŜ ƛn a coffee shop (in addition to 

the phone interview). All interviews took place in Cuyahoga County, Ohio, with the majority occurring 

in downtown Cleveland or the Buckeye-Shaker neighborhood on the east side of the city of Cleveland.  

Interviews also took place in other parts of Cleveland and in an inner suburb of Cleveland (the City of 

South Euclid).  

All interviews took place between April 26th and May 25th, 2011.  Interviews ranged in duration from 

under twenty minutes (the telephone interview) to over two and a half hours.  The average duration 

was approximately one hour and ten minutes.  Up to three interviews occurred per day. 

All interviews but one were recorded; notes were taken during all interviews.  Whenever possible, 

notes were typed up immediately after an interview, and additional thoughts, reflections, and 

questions added to the document.  Due to the frequency of interviews, in some cases interview notes 

were not written up and added to until one to two days after the interview occurred.  Efforts were 

made to decrease the time between interviews and their write-ups as much as possible. 

As mentioned in the methods section, all interviewees were given a consent form. Each interviewee 

determined whether he or she consented to being recorded, having his or her name and title used, 

and whether quotes could be used.  Several participants requested that I clear quotes with them 

before using them.  This information was noted and signed on the consent form, and both the 

interviewee and I kept a copy. In recorded interviews, permission was again asked for orally and 

confirmed at the beginning of the recording. 

During the second fieldwork trip, I engaged in three unstructured follow-up interviews, all of which 

occurred during the first half of October 2012.  The purpose of these interviews was to follow up on 

the foreclosure response programs discussed in the first fieldwork trip and to gather additional data 

                                                           
88 Interview of James Sassano, attorney at Carlisle McNellie Rini Kramer & Ulrich Co., LPA. 
89 Interview of South Euclid Mayor Georgine Welo and Sally Martin, South Euclid Housing Manager. 
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as needed, based on the intermediate results of the research.  The second purpose was to further 

negotiate quantitative data access. 

Interview Participants 

Interview participants were located using snowball sampling.  To begin the process, actors whose 

names were familiar to me from my background research were contacted.  Others were selected by 

calling an agency or organization known to be involved with foreclosure prevention efforts and ask if 

there was an appropriate person who was willing to be interviewed.    Once initial interviews were 

scheduled, the snowball sampling process proceeded forward quite easily.   

bƻǘ ŀƭƭ ǎǳƎƎŜǎǘŜŘ ŎƻƴǘŀŎǘǎ ǿŜǊŜ ƛƴǘŜǊǾƛŜǿŜŘΦ  Lƴ ǎƻƳŜ ŎŀǎŜǎ ǘƘŜ ŎƻƴǘŀŎǘ ǇŜǊǎƻƴΩǎ ŜȄǇŜǊǘƛǎŜ ǿŀǎ ōŜȅƻƴŘ 

the scope of the research.  In other instances, an individual was contacted, but for informational or 

data access purposes.  Lastly, some potential interviewees refused an interview, particularly those 

employed by or representing banks and servicers.  Twenty individuals in this category were contacted, 

with only two agreeing to an interview.  As a result of this, as mentioned in Section 3.4.1, the bank and 

servicer decision-making component of the research was dropped due to my inability to gain access to 

the information I felt necessary to carry out the research. 

Table 3.2 lists the interview participants by category of employment or role (in the case of the 

neighborhood representative category).   Many respondents could fit into multiple categories, 

generally governmental and neighborhood/community (e.g. City Councilman) or non-profit/advocacy 

and neighborhood/community (e.g. ESOP).  In these cases I have assigned participants first by 

employment sector and to the category of neighborhood representative only when that is their 

primary role. This results in a neighborhood representative count that is somewhat low. 

Table 3.2:  Interviews by Category 

Category Interviews 

Governmental 8 

Non-Profit/Advocacy90 11 

Financial 2 

Neighborhood/Community Representative 2 

Total91 23 
 

Excluding the two respondents categorized as neighborhood representatives, all interviewees were 

interviewed in their current (19 participants) or former (2 participants) professional roles. 

In addition, I participated in several additional meetings and calls (4 meetings and 8 calls), which were 

essential to the research process but were not interviews.  The purposes of these were either to discuss 

data availability and related issues, or were informational calls that merited notetaking.  Many of these 

were part of the effort to locate interview partners in the financial category.    

                                                           
90 One individual assigned to the non-profit/advocacy category is a clinical professor and assistant director at the 
Cleveland Marshall Scholl of Law at Cleveland State University.  However, the interview focused on his role as 
part of the Neighborhood Stabilization Team, which is categorized as non-profit/advocacy here. 
91 Of the three unstructured interviews undertaken in the second fieldwork trip, one worked in the non-
profit/advocacy sector and two worked in the government sector.  (These interviews are not counted in Table 
3.2.)  
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Table 3.3:  Meetings and Calls by Category 

Category Meetings/Calls 

Governmental 4 

Financial 5 

Neighborhood Representative 1 

Academic/Research 2 

Total 12 

 

As well, I undertook several follow-up interviews either between the two fieldwork trips or during the 

second fieldwork trip.  I selected interviewees who were particularly well-connected, informative, and 

receptive to my questions for follow-up interviews.  I was also strategic in my selection of follow-up 

interview respondents, in order to cover some of the aspects that at the time remained unclear in my 

research. 

Interview Topics 

As discussed in the Methods section, an interview guide was developed and used to conduct the 

interviews.  It can be found in Appendix A:  Interview Materials.  In addition to introduction and closing 

sections bracketing the questions, the interview guide was comprised of eight question groupings.  The 

ƛƴǘŜǊǾƛŜǿƛƴƎ ǇƻǊǘƛƻƴ ōŜƎŀƴ ǿƛǘƘ ƛƴǘǊƻŘǳŎǘƻǊȅ ǉǳŜǎǘƛƻƴǎ ŀōƻǳǘ ǘƘŜ ƛƴŘƛǾƛŘǳŀƭΩǎ ǊƻƭŜ ŀƴŘ ƛƴǾƻƭǾŜƳŜƴǘ όп 

questions); it ended with closing questions to wrap up the interview and enable snowball sampling (2 

questions). 

The six remaining groups of questions were each organized around a summary question: 

(1) How does the program92 work? (4 questions) 

(2) What are the homeowner-level outcomes of the program? (2 questions) 

(3) What are the neighborhood-level outcomes of the program? (3 questions) 

(4) What are the specific impacts of modifications on neighborhoods? (3 questions) 

(5) Do previous foreclosures and modifications affect servicer decisions? (1 question) 

(6) What are the impacts of the larger economic and policy context on the program? (1 

question) 

It was often not necessary to ask all of the questions in a particular group.  Respondents would often 

give a more expansive answer and cover additional questions before they were asked.  The first group 

ƻŦ ǉǳŜǎǘƛƻƴǎ ǿŀǎ ǘŀƛƭƻǊŜŘ ǘƻ ŜŀŎƘ ƛƴǘŜǊǾƛŜǿŜŜΣ ŘŜǇŜƴŘƛƴƎ ƻƴ ǘƘŀǘ ƛƴǘŜǊǾƛŜǿŜŜΩǎ Ǌƻle with respect to 

foreclosure prevention and mitigation. As experience using the interview guide accumulated, two of 

the three questions in the fourth grouping were later dropped, as respondents were not sufficiently 

knowledgeable to confidently respond.  The fifth group, on servicer decision-making, was dropped 

when it became apparent that respondents were unable to answer this question, and individuals with 

knowledge to answer this question were unwilling to be interviewed. 

                                                           
92 L ǳǎŜ ǘƘŜ ǘŜǊƳ άǇǊƻƎǊŀƳέ ƘŜǊŜ ŀǎ ŀ ƎŜƴŜǊƛŎ ǘŜǊƳΦ  L ǊŜǇƭŀŎŜŘ ǇǊƻƎǊŀƳ ǿƛǘƘ ǘƘŜ ŀǇǇǊƻǇǊƛŀǘŜ ǘŜǊƳ ŦƻǊ ŜŀŎƘ 
interview, be it program, organization, or neighborhood effort. 
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Reliability & Validity 

In interpersonal situations many factors can affect the interaction.  Among these are the participants; 

their roles, experiences, and values; the interviewer and his or her roles, experiences, and values; the 

location of the interaction; and objectives the participants bring with them.  It can only be expected 

that these factors will affect the interview process, and thus the resulting data.  I have made an effort 

here to consider these aspectsτmyself and my role, the interviewees and their roles, and the 

environment in which the interactions occurred.  Acknowledging these factors and their potential 

impact on the research process assists me in my analysis of the case, and helps others make their own 

conclusions concerning the reliability and validity of my analysis. 

First I consider my potential impacts on the interview interactions.  As a former long-term resident of 

Ohio with an education in city and regional planning, I was familiar with the foreclosure problem in 

general and more so with the situation in Ohio.  I am also familiar with much of the specialized 

vocabulary associated with foreclosures.  These aspects helped me to build rapport with respondents, 

and, in my opinion, increased their confidence in my sincerity and expertise. Additionally, in some 

cases I believe my status as an academicτa PhD candidateτafforded me trust and status in the eyes 

of my interview partners.  I believe my appearance and demeanorτwhich includes being female, 

white, and a native English speakerτare frequently perceived as non-threatening, well-intentioned 

ŀƴŘ ƛƴǘŜǊŜǎǘŜŘ ŘǳǊƛƴƎ ƛƴǘŜǊǾƛŜǿǎΤ ǘƘƛǎ ƭƛƪŜƭȅ ƛƴŎǊŜŀǎŜŘ Ƴŀƴȅ ƛƴǘŜǊǾƛŜǿŜŜǎΩ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ ǊŜǎǇƻƴŘ ŀƴŘ 

was evident from the willingness of interviewees to connect me to additional potential interviewees. 

During the interviews, I was aware that I was asking experts to share their information and opinions.  I 

believe this was apparent and aided the process.  

Respondents were generally highly invested in reducing the impacts of the foreclosure crisis through 

their jobs or roles as neighborhood representatives.  Many respondents were clearly motivated by a 

sense of unfairness and a need to work to right a wrong.  Given these factors, many of the interviewees 

have an incentive to look positively at foreclosure prevention and mitigation efforts and their 

outcomes.  As a result, respondents may have a conscious or unconscious positive cognitive bias 

toward these efforts.  It must be said, however, that a range of pessimistic and optimistic outlooks 

were encountered. 

Many interviewees were excited that someone from outside the problem was interested.  They are 

passionate about the problem, and enthusiastic about spreading awareness.  Many of the interviewees 

ƘŜƭŘ ƻŎŎǳǇŀǘƛƻƴǎ ƻǊ ǊƻƭŜǎ ǿƘŜǊŜ άƎŜǘǘƛƴƎ ǘƘŜ ƳŜǎǎŀƎŜ ƻǳǘέ ƛǎ ŎǊƛǘƛŎŀƭτadvocates, politicians, 

community activists.  Others were keenly aware of the constant funding predicament of foreclosure 

prevention and mitigation programs, and were interested to see if the results of this study could help 

to garner more resources to continue the programs. Some respondents told me they were glad I was 

helping.  Though not made explicit, it is clear respondents bring their own hopes, and expectations of 

me, to the interview process.  I worked to clarify what I would be doing and limitations thereof; that I 

was happy to share the results of my work when completed but pointed out that the research was 

unlikely to have any practical effect on the situation of any of the respondents.   

Most respondents interact directly or indirectly with the public in their job or role.  This undoubtedly 

caused them to be more willing to participate in an interview with me.  The participants had experience 

speaking publicly and semi-publicly, and likely had confidence in their abilities to communicate 
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effectively and appropriately.  This is evidenced by the high percentage of informants who were 

comfortable being recorded, named and quoted.  Their experience was also evidenced by the 

significant number of participants (eight) who wished me to screen quotes with them before I use 

them publicly. 

Finally, the interview locations may have affected the interviews.  Excluding the phone interview, all 

ƛƴǘŜǊǾƛŜǿǎ ƻŎŎǳǊǊŜŘ ƛƴ ŜƛǘƘŜǊ ŀ ŎƻŦŦŜŜ ǎƘƻǇ ƻǊ ǘƘŜ ƛƴǘŜǊǾƛŜǿŜŜΩǎ ƻŦŦƛŎŜτI asked participants to choose 

a location they preferred; surprisingly enough one particular coffee shop was suggested many times.   

In the case of coffee shops, the interviews took place in a relaxed environment, with significant 

ambient noise.  In the case of interviewee offices, the interaction took place in an environment familiar 

to the interviewee. In my opinion, both of these settings made respondents more relaxed, 

comfortable, and conversational.  

3.4.2 Quantitative Data 

The second stage of this research utilized a quantitative model to examine the effects of different 

foreclosure prevention and mitigation programs on neighborhood property value stability.  As well, 

this method was used to serve as a complement to the qualitative component of semi-structured 

interviews.  This section details the quantitative data sources and describes the variables used in the 

quantitative model.  Variable definitions and calculations can be found in Appendix B:  Variable 

Definitions. 

Sources 

Quantitative data were gathered from a variety of sources and joined to build the quantile regression 

model used in this research.  This section outlines the sources used and their accessibility.  The sources 

of each variable and/or component variable used to calculate a regression variable are listed in the 

variable definitions section in Appendix B:  Variable Definitions. 

U.S. Census/s4 

Data from the 1990, 2000, and 2010 U.S. Censuses were used in the quantitative model.  With the 

exception of property value per housing unit (2000), all general control variables either come directly 

from, or are calculated from, U.S. Census data. 

Up through the 2000 Census, the U.S. Census used both a shortform (sf1) and longform (sf3) to gather 

data.  The short form approximates a 100% sample of U.S. households. The U.S. decennial Census long 

form, which employed a one-time 1-in-6 sampling, was discontinued after the 2000 Census.  Very 

similar information is now gathered using the American Community Survey (ACS), which is collected 

continuously and reported for one, three, and five year periods. The ACS employs a 1 in 40 sample, 

and as a result all estimates include a margin-of-error at the 90% confidence level.  The 2006-2010 ACS 

value is the average of median values 2006-2010.  The only ACS data used in this research is the median 

monthly contract rent for 2010, as approximated by the U.S. Census 2006-2010 ACS median monthly 

contract rent. 

U.S. Census data are publicly available, either from the U.S. Census website (census.gov) or, as in this 

case, from the s4 database hosted by Brown University (www.s4.brown.edu/us2010).  The advantage 

of the s4 database is its inclusion of the Longitudinal Tract Data Base (LTDB) and crosswalk files.  The 

http://www.s4.brown.edu/us2010
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LTDB makes it possible to bridge data across different Census years, a task that is often difficult due to 

changes in Census tract apportionments over time.  The LTDB contains data on the tracts for each 

Census year, while the crosswalk files contain the reapportionment information for tracts over the 

years.  Using the crosswalk files with STATA crosswalk code provided by s4 allows one to convert 

between different Census year boundaries.  In this research all Census data were transformed to 2010 

boundaries.  Without the s4 crosswalk database, any tracts where boundaries had changed between 

1990 and 2010 would have been dropped from the analysis.  That is, only 328 of 442 tracts,93 or 74% 

of tracts would be included in the model without s4; with it it was possible to include 95% (421) of the 

tracts, greatly increasing the degree to which the sample population (tracts for which sufficient data is 

available) accurately represents the actual population (all tracts in Cuyahoga County). 

NEO CANDO 

The Northeast Ohio Community and Neighborhood Data for Organizing, NEO CANDO, contains 

demographic, socioeconomic, and property data for the northeast Ohio area (neocando.case.edu). It 

is hosted by Case Western Reserve University.  A strength of the NEO CANDO database, which is 

publicly available, is that data from many different sources, such as the U.S. Census, the County 

Auditor, the police department, and many others is unified and aggregated at various levels, making 

the job of interested citizens and researchers much easier.  NEO CANDO provided the data for median 

ƘƻƳŜ ǎŀƭŜ ǇǊƛŎŜǎΣ ŎƛǾƛƭ ŦƻǊŜŎƭƻǎǳǊŜ ŦƛƭƛƴƎǎΣ {ƘŜǊƛŦŦΩǎ ǎŀƭŜǎΣ ǾŀŎŀƴǘ ŀƴŘ ƴƻ-stat addresses, and Board of 

Revisions foreclosures. 

Kathy Hexter, Cleveland State University & Foreclosure Prevention Counseling Agencies 

Kathy Hexter of Cleveland State University (CSU), with the permission of four agencies participating in 

foreclosure prevention counseling,94 provided data on counseling outcomes, used to generate the 

counseling intensity and counseling outcomes key variables.   

This data are not publicly available; instead access was negotiated by informing the counseling 

agencies of the purpose of my work and guaranteeing that no individual homeowners would be 

identifiable in this research.  Frank Ford, of Neighborhood Progress, Inc. was essential in negotiating 

access. 

Neighborhood Progress, Inc. 

Neighborhood Progress, Inc., a local community development funding intermediary located in 

Cleveland, Ohio (www.npi-cle-org), provided demolition data for Cuyahoga County and assisted 

significantly in negotiating additional data access, particularly in the case of foreclosure prevention 

counseling outcomes.  

While technically available to the public, the demolition data are not directly publicly accessible in a 

convenient, aggregated form.  Fortunately Frank Ford of Neighborhood Progress Incorported (NPI) was 

very helpful in assisting me in getting access to the data. 

                                                           
93 The tract that covers Lake Erie is excluded from this count and the quantitative model. 
94 The four counseling agencies are:  the Cleveland Housing Network (CHN), Community Housing Solutions (CHS), 
9ƳǇƻǿŜǊƛƴƎ ϧ {ǘǊŜƴƎǘƘŜƴƛƴƎ hƘƛƻΩǎ tŜƻǇƭŜ ό9{htύΣ ŀƴŘ bŜƛƎƘōƻǊƘƻƻŘ IƻǳǎƛƴƎ {ŜǊǾƛŎŜǎ ƻŦ DǊŜŀǘŜǊ /ƭŜǾŜƭŀnd 
(NHS). 

http://www.npi-cle-org/
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Cuyahoga County 

/ǳȅŀƘƻƎŀ /ƻǳƴǘȅΩǎ 5ŜǇŀǊǘƳŜƴǘ ƻŦ 5ŜǾŜƭƻǇƳŜƴǘ όŘŜǾŜƭƻǇƳŜƴǘΦŎǳȅŀƘƻƎŀŎƻǳƴǘȅΦǳǎύ ǇǊƻǾƛŘŜǎ Ǉublicly 

accessible maps for NSP2 target areas, which were used to assign values for the NSP2 variable. 

Level of Analysis 

The quantitative model investigates the relationships between foreclosure responses and change in 

residential property value on the Census tract level.  A Census tract typically contains a population of 

2,500 to 8,000 people.  In Cuyahoga County Census tract populations run on the small side, with an 

average value of approximately 1,400 residents.  The minimum tract population is just over one 

hundred, and the maximum tract population is less than 4,200.  Census tracts were originally 

designated using population size guidelines while attempting to respect established local community 

boundaries such as thoroughfares, highways, rivers, and other demarcations accepted and used by the 

local population.  

The Census tract was chosen as the unit of analysis both because it is a reasonable approximation of 

ŎƻƳƳǳƴƛǘƛŜǎ όƻǊ ΨŘŜŦŜƴŘƛƴƎ ƴŜƛƎƘƻǊƘƻƻŘΩ ŀŎŎƻǊŘƛƴƎ ǘƻ {ǳǘǘƭŜǎΩ όмфтнύ ƘƛŜǊŀǊŎƘȅ ƻŦ ƴŜƛƎƘōƻǊƘƻƻds) 

and due to data availabilityτmuch of the data used in this research simply was not available at a finer 

level of resolution than the Census tract.  However, since Census tracts are an approximation for 

communities, this approximation may result in problemsτfor example, there may be a MAUP 

presentτthat is, the level of spatial aggregation used in the model may be incorrect for the 

phenomena of interest and could result in biased model estimates. 

Cuyahoga County contains 443 Census tracts, one of which covers Lake Erie and has no population and 

no land mass.  Of these tracts, 22 were missing data and thus not eligible for the quantitative model.   

Eight missing tracts are located on the east side of Cleveland, one on the west side of Cleveland, one 

in the inner suburbs, and twelve in the outer suburbs.  For more on the four Cuyahoga County 

subareas, see Section 4.1.3 and Appendix C:  Cuyahoga County Subareas. 

Dependent Variable 

Residential Property Value, Percent Change (2000-2010) 

The dependent variable, percent change in residential property value between 2000 and 2010, is a 

proxy for change in community well-being.  Though an ideal indicator for community well-being would 

include many other dimensions in addition to an economic measurementτincorporating social, 

cultural, and political aspectsτdata availability and measurement limitations necessitate the use of a 

simpler measure.  However, in both research and practice, property value is in fact frequently used as 

an indicator for neighborhood health (e.g. Rosenthal, 2008; Zielenbach, 2000; see Section 2.3.1).  In 

addition, economic considerations are one component of community well-being; thus, though the two 

are not wholly comparable, they are also not wholly unrelated and unsuitable for comparison.  In fact, 

Section 2.2.3 provides strong evidence that foreclosures impact property values, supporting the choice 

of dependent variable.   

Moreover, foreclosures have been shown to be strongly connected to property value depreciation 

(refer back to Section 2.2.3).  Not only do foreclosures negatively impact the price of the property 

affected by the foreclosure, they have also been found to exert downward pressure on nearby 
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property values, with the effect increasing over time.  Thus, examining the relationships between 

foreclosure responses and change in property value provides insight as to whether these responses 

can prevent or mitigate some of the negative impacts of foreclosures in communities. 

In contrast to many studies, rental property value is included in addition to owner-occupied property 

value in this model.  Though homeowners tend to be more concerned about property values than 

renters, the object of this component of the study is to determine the impacts of foreclosure 

interventions and mitigations on percent change in residential property value, including those with 

larger proportions of rental property.  

Percent change in residential property value between 2000 and 2010 was chosen as the dependent 

variable because of the strong links between foreclosures and property values.  A large body of 

research has shown that foreclosures not only depress the property value of the foreclosure property 

itself, they exert significant negative property value spillover effects on nearby properties (see Section 

2.2.3, Property Value Impacts).  Though it is not entirely clear whether foreclosures negatively affect 

nearby property values through a supply, valuation, or disamenity effect, the relationship is clear.   As 

well, though vacant and abandoned properties, rather than foreclosures per se, may be causing 

property value spillover effects, the proximate cause of the surge in vacant and abandoned properties 

itself is the foreclosure crisis.   Thus, if foreclosure responses are able to prevent or mitigate the 

negative effects of foreclosures (and the highly related issues of vacancy and abandonment), these 

relationships should show up in the quantitative model, assuming the model is well-specified. 

In creating the model, there were two possible specifications of the dependent variableτone using 

Census data and one using Cuyahoga County Recorder data to determine owner-occupied property 

value.  Both options had advantages and shortcomings:   in the case of Census data the property value 

is self-reported by homeowners and thus prone to estimation error.  For example, a homeowner may 

report the purchase price of the home as its value, though the purchase may have occurred ten or 

twenty years ago.  The County Recorder data does not suffer from this, as it includes only the actual 

sale prices of homes sold in a particular year.  On the other hand, the number of single family home 

sales found in the County Recorder data may be too low in some tracts to be considered a sufficient 

sample from which to apply a statistic to the entire population of single family properties.  The Census 

data avoid this shortcoming as a one-in-six sample of the population was used to gather the data.  After 

weighing these concerns, the County Recorder data was selected as the accuracy concern outweighed 

the sample count concern. 

Only Census data were available to determine rental property value; however this was not problematic 

ŀǎ ǊŜƴǘŜǊǎ Ǉŀȅ ǊŜƴǘ ƳƻƴǘƘƭȅ ŀƴŘ ŀǊŜ ǘƘǳǎ ǳƴƭƛƪŜƭȅ ǘƻ άƳƛǎŜǎǘƛƳŀǘŜέ ǘƘŜƛǊ ƳƻƴǘƘƭȅ ǇŀȅƳŜƴǘΦ  ¢ƻ 

determine property value for rental properties the income approach calculation method was used.  

For calculation specifics, see Appendix B:  Variable Definitions. 

It should be kept in mind that the use of the Census tract as the level of aggregation for the model is 

not guaranteed to capture any neighborhood-level effects of foreclosure responses.  The choice is a 

pragmatic one, primarily determined by data availability.  Thus, the multiple areal unit problem 

(MAUP) may be present, with the implication that there may be spatially-based effects present that 

are not captured at the level of geographic aggregation used. 
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Independent Variables 

The independent variables are grouped into three subcategories: general, foreclosure-related, and key 

variables.  The variables are separated into these groups for clarity purposes; the three groups are 

treated identically within the model.  Table 3.4 lists the independent variables by category below. 

άDŜƴŜǊŀƭέ ƛƴŘŜǇŜƴŘŜƴǘ ǾŀǊƛŀōƭŜǎ ŀǊŜ ǘƘƻǎŜ ǿƘƛŎƘ ŀǊŜ ŎƻƳƳƻƴƭȅ ƛƴŎƭǳŘŜŘ ƛƴ ǉǳŀƴǘƛǘŀǘƛǾŜ ƳƻŘŜƭǎ ƻŦ 

neighborhood change; they control for factors previously shown to be related to neighborhood change 

and allow the researcher to isolate the influence of variables of interest.    They also help to reduce 

endogeneity problems in the model.95  They include demographic, socioeconomic, and property 

indicators. 

Table 3.4:  Independent variables 

General Independent Variables 

Property value per housing unit (2000) Percent change in property value (1990-2000) 

Proportion multi-unit housing (2000) Proportion rental units (2000) 

Per capita income (2000) Poverty rate (2000) 

Proportion under age 18 (2000) Proportion age 60 or over (2000) 

Average household size (2000) Marriage rate (2000) 

Female-headed household rate (2000) Proportion with HS degree or less (2000) 

Proportion with college degree (2000) Unemployment rate (2000) 

Proportion employed in manufacturing (2000) Proportion professionally employed (2000) 

Proportion Asian (2000) Proportion Hispanic (2000) 

Proportion non-Hispanic Black (2000) Proportion non-Hispanic White (2000) 

Proportion residential structures 30+ years old 

(2000) 

Proportion in residence 10 years or less (2000) 

Foreclosure-related Independent Variables 

Civil foreclosure filing intensity (2006-2010) {ƘŜǊƛŦŦΩǎ ǎŀƭŜ ƛƴǘŜƴǎƛǘȅ όнллс-2010) 

East side of Cleveland (binary variable) West side of Cleveland (binary variable) 

Inner suburb (binary variable) Outer suburb (binary variable) 

Maximum vacancy rate (2007-2010)  

Key Variables 

Counseling intensity (2006-2010) Kept house outcome (2006-2010) 

Lost house foreclosure outcome (2006-2010) Unknown outcome (2006-2010) 

Lost house non-foreclosure outcome (2006-

2010) 

Board of Revisions foreclosure intensity (2006-

2010) 

Landbanked parcels (2005-2010) Demolitions (2005-2010) 

Strategic Investment Initiative area  Neighborhood Stabilization Program 2 area 

 

¢ƘŜ ǎŜŎƻƴŘ ƎǊƻǳǇΣ άŦƻǊŜŎƭƻǎǳǊŜ-ǊŜƭŀǘŜŘέ ƛƴŘŜǇŜƴŘŜƴǘ ǾŀǊƛŀōƭŜǎΣ ŀǊŜ ǘƘƻǎŜ ǳǎǳŀƭƭȅ ƛƴŎƭǳŘŜŘ ƛƴ ƳƻŘŜƭǎ 

of foreclosures and neighborhood change, but not in neighborhood change models in general.  Here 

they are included in order to control for differences in the extent and type of impacts of the foreclosure 

crisis across the county. 

                                                           
95 The issue of endogeneity is discussed in Section 3.3.2. 
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¢ƘŜ Ŧƛƴŀƭ ƎǊƻǳǇΣ άƪŜȅ ǾŀǊƛŀōƭŜǎΣέ ŀǊŜ ǘƘŜ ǾŀǊƛŀōƭŜǎ ƻŦ ƛƴǘŜǊŜǎǘ ǎǇŜŎƛŦƛŎ ǘƻ ǘƘƛǎ ǊŜǎŜŀǊŎƘΦ  ¢ƘŜǎŜ ŀǊŜ 

indicators for pre- and post-foreclosure interventions.  These variables are included in order to 

estimate the impacts of these interventions on the neighborhood (tract) level. 

These general independent variables can be classified according to the categorization of hedonic 

pricing variables discussed in Section 3.3.2 (page 125):  structural characteristics of the property (S), 

socioeconomic characteristics of the surrounding area (E), jurisdictional characteristics (J), and 

locational characteristics (L).  The vast majority of the general independent variables are 

socioeconomic indicators, though there are three structural indicators (proportion multi-unit housing, 

proportion rental units, and proportion residential structures over 30 years olds) and two indicators 

that represent the capitalized value of structural, socioeconomic, jurisdictional, and locational 

characteristics on the property level (property value per housing unit and percent change in property 

value per housing unit).  Four locational variables (east, west, inner, and outer) are included in the 

foreclosure-related independent variables category. 

General Control Variables 

As stated above, the general control variables group contains independent variables that are 

commonly included in quantitative studies of neighborhood change.  Many of these variables are 

indicators for similar aspects of a neighborhood.  As a result, not all of these variables are included in 

the final model; this will be discussed in the next chapter (Section 0). 

The variables in this category are subdivided into seven thematic groups. Each group and the indicators 

ƛǘ Ŏƻƴǘŀƛƴǎ ƛǎ ŘŜǎŎǊƛōŜŘ ƛƴ ǘƘƛǎ ǎŜŎǘƛƻƴΣ ŦƻƭƭƻǿŜŘ ōȅ ŀ ōǊƛŜŦ ŜȄǇƭŀƴŀǘƛƻƴ ƻŦ ŜŀŎƘ ƛƴŘƛŎŀǘƻǊΩǎ ǇǳǊǇƻǎŜ ŀƴd 

the reasoning behind its inclusion. The specifics concerning data sources and calculations are found in 

Appendix B:  Variable Definitions, while descriptive statistics are covered in Sections 4.3.1 and 4.3.2.  

In general, these variables are included in order to control for characteristics that may be associated 

with the foreclosure crisis. For example the percentage of African Americans in a tract may be 

associated with more negative property value change, as a result of disproportionate predatory 

lending in these areas. 

Property Characteristics 

The first group of general control variables are those that describe the property itself.  Four variables 

make up this category:  property value per housing unit in 2000, the percent change in property value 

during the previous period (1990-2000), the proportion of dwelling units in multi-unit housing 

structures, and the proportion of structures built thirty or more years ago as of 2000.   

The first two of these variables are included in order to account for neighborhood conditions prior to 

the period of interest.  Property value per housing unit in 2000 controls for neighborhood property 

values at the beginning of the period of inteǊŜǎǘΦ ¢Ƙƛǎ ƛǎ ƛƳǇƻǊǘŀƴǘ ōŜŎŀǳǎŜ ǘƘŜ άǎǘŀǊǘƛƴƎ Ǉƻƛƴǘέ ƻŦ ǘƘŜ 

neighborhood may be related to its percent change in residential property value.  Similarly, the percent 

change in residential property value during the previous period (1990-2000) controls for the direction 

property values in the neighborhood were already headed, which could influence the direction of 

change during the observation period. 

The proportion of dwelling units in multi-unit structures may capture differences resulting from larger 

apartment complexes in a neighborhood, which are not eligible for foreclosure prevention programs 
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in Cuyahoga County.  Thus neighborhoods containing a significant proportion of housing units in these 

structures could see lower foreclosure prevention program impacts.  As well, the character of these 

neighborhoods likely differs from others. However, the proportion of multi-unit housing statistic does 

include smaller multi-unit housing (2- to 4-unit housing), which is eligible for foreclosure prevention 

programs if ŀƭǎƻ ǘƘŜ ŎƭƛŜƴǘΩǎ ǇǊƛƳŀǊȅ ǊŜǎƛŘŜƴŎŜΦ   

The final indicator in this subcategory, proportion residential structures built thirty or more years ago 

(as of 2000), is a proxy for the age of the neighborhood. In general, older structures are less valuable 

than newer ones in the U.S.; an exception is in historical areas where the housing stock is significantly 

older but in better condition or architecturally interesting. 

Income & Poverty 

The second group of general control variables capture income. The first is per capita income in 2000, 

which is the average income per person in the geography (as opposed to average household income). 

The second variable is the poverty rate, as defined by the U.S. Census Bureau. Both variables are 

controlled for because they are measures of financial well-being that may influence the degree of 

neighborhood change that occurs.   

Age Distribution 

This group of general control variables includes two variables, proportion under 18 years of age and 

proportion 60 and older (both as of 2000), that roughly describe the age distribution of the Census 

tract.  The age distribution of a neighborhood can be an indicator for the direction the neighborhood 

is headed, be it growing, shrinking, or maintaining.  Thus controlling for the age distribution may 

partially account for the trajectory a Census tract was already on in 2000 in the quantile regression 

model. As well, there is evidence that the elderly were often targets of predatory lending. 

Household Characteristics 

The household characteristics control group includes the average household size, the marriage rate, 

and the proportion of female-headed households in the tract in 2000.  These variables describe the 

ŘƛǎǘǊƛōǳǘƛƻƴ ƻŦ ǘƘŜ ǘǊŀŎǘΩǎ ǇƻǇǳƭŀǘƛƻƴ ƛƴǘƻ ƘƻǳǎŜƘƻƭŘǎΣ ŀƴŘ Ŏŀƴ ŎƻƴǘǊƻƭ ŦƻǊ ŀŘŘƛǘƛƻƴŀƭ socioeconomic 

aspects of a neighborhood that may be linked to the foreclosure problem. 

Education & Employment 

The education and employment category consists of five variables.  Two deal with educational 

attainment:  the proportion of the population with a high school degree or less,96 and the proportion 

of the population with at least a 4-year college degree.  The other three are employment indicators:  

the unemployment rate, the proportion of the population employed in manufacturing, and the 

proportion of the population professionally employedτthat is, those who reported their occupation 

ǘƻ ǘƘŜ /Ŝƴǎǳǎ ŀǎ ōŜƛƴƎ ƛƴ ǘƘŜ ŎŀǘŜƎƻǊȅ ƻŦ άaŀƴŀƎŜƳŜƴǘΣ ǇǊƻŦŜǎǎƛƻƴŀƭΣ ŀƴŘ ǊŜƭŀǘŜŘ ƻŎŎǳǇŀǘƛƻƴǎΦέ  !ƭƭ 

variables are based on 2000 data.  These variables may be associated with the change in property value 

                                                           
96 While there is likely a substantive difference in the employment and earning prospects of those who have a 
high school degree and those who have not completed high school, the U.S. Census collects data at this level of 
aggregation and for this reason these two levels of educational attainment are treated as one group in the model. 
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as a result of certain educational levels and job sectors being hit more or less significantly by 

unemployment. 

Race 

The race category of general control variables includes the proportions of Asian, Hispanic, non-Hispanic 

Black, and non-Hispanic White residents in each tract.  Other racial designations such as Native 

American and Hawaiian are left out as they represent very small portions of the population in 

Cuyahoga County.97  As mentioned above, African Americans were targeted more frequently by 

predatory lending, and highly African American tracts may, as a result, see more negative change in 

property value. 

Tenure 

The final general control variables category, tenure, has to do with the type and length of stay of tract 

residents.  It includes the proportion of rental units and the proportion of residents who have been in 

their current residence for less than ten years, both measured in 2000.  Neighborhood resident stability 

is an important component (and often indicator) of neighborhood change.  Neighborhoods that were 

already seeing high degrees of turnover in 2000 may have been especially hard hit by the foreclosure 

crisis.  The impacts of foreclosure prevention and mitigation efforts may be different in neighborhoods 

containing a large proportion of rental property, particularly because many programs do not apply to 

renters. 

Foreclosure-Related Control Variables 

The second group of control variables are foreclosure-related variables.  These measure, both directly 

and indirectly, the intensity of the foreclosure problem.  These variables are included in order to 

control for variations in the extent and impacts of foreclosures within Cuyahoga County.   

¢ƘŜ ŦƛǊǎǘ ǘǿƻ ǾŀǊƛŀōƭŜǎΣ ŎƛǾƛƭ ŦƻǊŜŎƭƻǎǳǊŜ ŦƛƭƛƴƎ ƛƴǘŜƴǎƛǘȅ ŀƴŘ {ƘŜǊƛŦŦΩǎ ǎŀle intensity, control for the extent 

to which foreclosures were begun and finished, respectively, in each Census tract.  The locational 

dummy variables are intended to control for the progression of the foreclosure problem through the 

Countyτbeginning on the east side of Cleveland, progressing to the west side of Cleveland, then 

outward, first to the inner suburbs and finally to the outer suburbs.  Finally, vacancy rate is used to 

capture an important, visible, and often lasting impact of foreclosures.   Each variable and its reason 

for inclusion are described below.  Again, data sources and calculation specifics can be found in 

Appendix B:  Variable Definitions, while descriptive statistics can be found in Sections 4.3.1 and 4.3.2. 

Civil Foreclosure Filing Intensity (2000-2009) 

A civil foreclosure is a foreclosure initiated by the lender or servicer as a consequence of the loan terms 

being violated; that is, generally due to non-payment of the loan.  This is the type of foreclosure 

referred to when speaking of the foreclosure problem or crisis. A civil foreclosure filing is the first step 

in the foreclosure process.  Thus this measure captures to what extent foreclosures are initiated in an 

area.  For more detailed information on civil foreclosures in the State of Ohio, see Section 2.2.1. 

                                                           
97 Persons of Native American and Hawaiian races, as defined by the U.S. Census Bureau, make up .35% and 
.006% of Cuyahoga County residents, respectively.  The Census Bureau includes Pacific Islander in its Asian racial 
category. 
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{ƘŜǊƛŦŦΩǎ {ŀƭŜ LƴǘŜƴǎƛǘȅ όнллл-2010) 

{ƘŜǊƛŦŦΩǎ ǎŀƭŜǎ ƛƴŘƛŎŀǘŜ ŀ ŎƻƳǇƭŜǘŜŘ ŦƻǊŜŎƭƻǎǳǊŜΦ  5ǳǊƛƴƎ ǘƘƛǎ ǎǘŜǇ ƻŦ ǘƘŜ process, the property is sold 

ŀǘ ŀǳŎǘƛƻƴ ǘƻ ǘƘŜ ƘƛƎƘŜǎǘ ōƛŘŘŜǊΦ  aƻǊŜ ŘŜǘŀƛƭŜŘ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ {ƘŜǊƛŦŦΩǎ {ŀƭŜǎ Ŏŀƴ ōŜ ŦƻǳƴŘ ƛƴ {ŜŎǘƛƻƴ 

2.2.1. 

Locational Dummy Variables 

Four dummy, or binary, variables are used to designate location:  east side of Cleveland, west side of 

Cleveland, inner suburb, and outer suburb.  Each of these variables can have a value of either zero or 

one, and each tract can have a value of one for only one of the four dummy variables.  These variables 

are included in order to control for the geographical progression of the foreclosure problem in 

Cuyahoga County.  Problems began on the east side of Cleveland, moved westward to the west side of 

the city, and later moved outward through the inner and later the outer suburbs of Cuyahoga County.   

Abbreviations for the four binary variables are shown in the table below.  See Appendix C:  Cuyahoga 

County Subareas for a listing of neighborhoods in each category.  In regressions, Outer is used as the 

reference category. 

Table 3.5:  Locational dummy variables 

Variable Description 

East City of Cleveland, east of Cuyahoga River 

West City of Cleveland, west of Cuyahoga River 

Inner Inner suburbs of Cuyahoga County 

Outer Outer suburbs of Cuyahoga County (reference category) 

 

Vacancy Rate (2007-2010) 

Vacancy rates are calculated using United States Postal Service (USPS) vacancy data, which is updated 

quarterly and therefore more up to date than Census vacancy data, collected only once every ten 

years.  USPS workers collect information on two types of vacancies:  vacant addresses and no-stat 

addresses.  Vacant addresses are those on urban routes where the mail has not been collected for at 

least 90 days.  No-stat addresses can be designated as such for several reasons.  These include a rural 

address where mail has not been collected for at least 90 days, an address under construction, and an 

ŀŘŘǊŜǎǎ ƛƴ ŀƴ ǳǊōŀƴ ŀǊŜŀ ōŜƛƴƎ ƛŘŜƴǘƛŦƛŜŘ ŀǎ άƴƻǘ ƭƛƪŜƭȅ ǘƻ ōŜ ŀŎǘƛǾŜ ŦƻǊ ǎƻƳŜ ǘƛƳŜέτe.g. a house being 

demolished and replaced (NEO CANDO, 2013).  Michael Schramm, of NEO CANDO, suggested 

combining vacant and no-stat addresses to get the most accurate vacancy rates possible (2011). 

The vacancy rate indicator used here is the maximum value of the quarterly total vacancy rate (vacancy 

rate plus no-stat rate) from 2007-2010. 

Key Variables 

The final group of independent variables are those that measure or proxy foreclosure prevention and 

mitigation efforts in order to identify their impact on residential property value change.  The key 

variables can be broken into three groups:  pre-foreclosure responses (counseling intensity and 

outcomes), post-foreclosure responses (Board of Revisions foreclosure intensity, landbanked parcels, 

and demolitions), and targeting (SII and NSP2 areas).  Foreclosure mediation, a pre-foreclosure effort, 
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is not included due to data inaccessibility. As well, there is a large overlap in individuals receiving 

foreclosure counseling and those receiving foreclosure mediation. A more detailed explanation can be 

found in Sections 5.2.2 and 5.2.3. 

Each key variable and its reasons for inclusion are described.   Variable abbreviations, sources, and 

calculation equations can be found in Appendix B:  Variable Definitions , while descriptive statistics are 

found in Sections 4.3.1 and 4.3.2.   With the exception of the landbanking data, the data for the key 

variables is available from 2005 or 2006 through 2010.  This is because these foreclosure responses 

began in either 2005 or 2006, and not due to data limitations.   

Counseling Intensity (2006-2010) 

The counseling intensity variable is intended to capture the impact of counseling in itselfτthat is, if 

homeowners in trouble getting counseling, regardless of outcome, slows or stops property 

devaluation.  Though positive counseling outcomes (e.g. keeping the home) are most likely to result in 

neighborhood improvement, or retardation of neighborhood degradation, counseling in itself may 

have a positive effect by making homeowners more aware of their options and thereby increasing the 

likelihood of a less negative outcome (e.g. moving out of the house on the first notice of foreclosure 

filing).  On the other hand, counseling in general may result in better outcomes for homeowners (e.g. 

a deed-in-lieu or short sale), but not have a positive effect on the neighborhood. 

Because it was necessary to code the Census tract in ArcMap by hand for each counseling outcome 

observation, a random sample was used.  Four thousand of the 11,327 observations were randomly 

drawn and coded in ArcMap.98  This means that the true foreclosure counseling rates are 

approximately 2.8 times greater than those reflected by the counseling outcome variables. 

Counseling Outcomes (2006-2010) 

Examining each category of foreclosure prevention outcome separately is another method to identify 

the impact of foreclosure prevention counseling.  Foreclosure counseling outcomes have been divided 

into four categories:  Kept House, Lost House to Foreclosure, Lost House Non-Foreclosure, and 

Unknown. 

hǳǘŎƻƳŜǎ ŎƭŀǎǎƛŦƛŜŘ ŀǎ άYŜǇǘ IƻǳǎŜέ ŀǊŜ ŜȄǇŜŎǘŜŘ ǘƻ ǇƻǎƛǘƛǾŜƭȅ ƛƳǇŀŎǘ ƴŜƛƎƘōƻrhoods, because 

homeowners will stay in the neighborhood, keeping the neighborhood and property values more 

ǎǘŀōƭŜΦ  ά[ƻǎǘ IƻǳǎŜ ǘƻ CƻǊŜŎƭƻǎǳǊŜέ ƻǳǘŎƻƳŜǎ ŀǊŜ ŜȄǇŜŎǘŜŘ ǘƻ ƴŜƎŀǘƛǾŜƭȅ ƛƳǇŀŎǘ ƴŜƛƎƘōƻǊƘƻƻŘǎΣ ŀǎ 

homeowners then leave the neighborhood and the likelihood that the property remains vacant and 

ŘŜǘŜǊƛƻǊŀǘŜǎ ƛǎ ƘƛƎƘΦ ¢ƘŜ ƛƳǇŀŎǘ ƻŦ ά[ƻǎǘ IƻǳǎŜ ǘƻ bƻƴ-CƻǊŜŎƭƻǎǳǊŜέ ƻǳǘŎƻƳŜǎ ƛǎ ǳƴŎƭŜŀǊτwhile this 

outcome is generally preferable to a homeowner in comparison to foreclosure, the impact on the 

neighborhood may not significantly differ, as the home is still likely to be sold at a distressed price or 

held as an REO by the financial institution.  Both of these situations are ones in which vacancy and 

ŘŜǘŜǊƛƻǊŀǘƛƻƴ ŀǊŜ ƭƛƪŜƭȅΦ  CƛƴŀƭƭȅΣ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ά¦ƴƪƴƻǿƴ hǳǘŎƻƳŜǎέ ƛǎ ǳƴƪƴƻǿƴ ŀǎ ǿŜƭƭΦ  !ǘ ŦƛǊǎǘ ƎƭŀƴŎŜ 

one would expect unknown outcomes to have little or no effect; however some of these may have left 

                                                           
98 Of these, 617 observations were removed because they were obvious duplicates or address data was missing, 
incomplete, referred to a location outside of the county, or was sufficiently ambiguous that the proper Census 
tract assignment could not be determined. 
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the counseling track and reached an outcome elsewhere, such as through foreclosure mediation or 

Legal Aid. 

Appendix B:  Variable Definitions lists the outcome codes assigned to each outcome category.  

Counseling outcome variables are calculated as percentages of the number of housing units in the 

Census tract. 

Board of Revisions Foreclosure Intensity (2006-2010) 

Board of Revisions (BR) foreclosures are foreclosures initiated by the Cuyahoga County Auditor for tax 

delinquency.  Assuming no response to the foreclosure filing is made, the County Auditor carries out 

the foreclosure and then transfers the property to the Cleveland City Land Reutilization Program (the 

county landbank).  These foreclosures are a tool used to demolish dangerous structures, and bring the 

land back into use through the County.  The County may hold the property in the land bank, create a 

community park or garden, or sell the property to a responsible investor to redevelop.  Thus Board of 

Revisions foreclosure intensity is used as an indicator for post-foreclosure interventions. 

Landbanked Parcels (2000-2010)  

Cuyahoga County has two landbanks, the city landbank (City of Cleveland Land Bank/City Land 

Reutilization Program) and the county landbank (Cuyahoga Land Bank/Cuyahoga County Land 

Reutilization Corporation).  While the county land bank obtains vacant and abandoned property 

through tax delinquencies, the city land bank receives properties only passivelyτthat is, when land is 

donated.  Both attempt to reuse the properties as parks, gardens, yard expansions, and redevelopment 

efforts.  As a post-foreclosure response, the County has been especially active with landbanking as an 

effort to clean up properties, either to add amenities to a neighborhood or to market properties for 

redevelopment. 

Parcels going into a landbank could be an indicator of cleaning up a neighborhood, while parcels 

coming out of a landbank could be an indicator of a neighborhood moving forward with beautification 

and redevelopment.  Unfortunately, data on landbanking for Cuyahoga County is limited to snapshot 

counts of the number and percentage of parcels in a tract in the two landbanks for each year between 

2000 and 2010.  The maximum percentage of landbanked parcels between 2000 and 2010 for each 

tract is used here to proxy the effect of landbanking on neighborhood property value change. 

Demolitions (2005-2010) 

Demolitions are another post-foreclosure response used to reduce the negative impacts of 

foreclosures on a neighborhood.  In March of 2013, Cuyahoga County was estimated to have over 

26,000 vacant homes, with more than 15,700 of them within the City of Cleveland (Pagonakis, 2013b).  

Many of these have deteriorated to the point that they are condemnable, meaning they are clearly a 

blight on the neighborhood and in unsafe condition.  By demolishing a dangerous vacant property, the 

City or County can removed a hazard and prepare a site for reuse. 

To investigate the relationship between demolitions and residential property value change, a variable 

was created that represents the proportion of structures in a Census tract that have been demolished 

between 2005 and 2010. 

Strategic Investment Initiative Area (SII) 
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Strategic Investment Initiative areas (SII) are six areas selected by Neighborhood Progress, Inc. to be 

focused on for foreclosure prevention and mitigation efforts.  See Section 5.3 for more information. 

Tracts comprised substantially or entirely of SII areas are marked with a value of one for the variable 

SII while all other tracts have an SII value of zero. 

NSP2 Area 

The federal Neighborhood Stabilization Program 2 (NSP2) provided funds to selected neighborhoods 

that saw significant damage due to the negative impacts of foreclosures.  The NSP2 program is 

described in more detail in Section 2.4.1, and its implementation in Cuyahoga County is discussed in 

Section 5.4.5.  Data for NSP rounds 1 and 3 are not included in the model due to the fact that 

geographical data was only available for NSP round 2.  Tracts containing areas designated for NSP2 

funds are marked with a value of one for the NSP2 variable, while all other tracts have an NSP2 value 

of zero.  

3.5 Summary 

This chapter introduced the research design:  a mixed methods case study of Cuyahoga County, Ohio.  

The qualitative method is that of semi-structured interviews, while the quantitative method is quantile 

regression.  Grounding these choices are a constructionist epistemology and a symbolic interactionist 

theoretical perspective.  Taken together, this means that as a researcher I believe that the creation of 

knowledge is an inherently social process in which people understand the world through overelapping 

symbolic meanings applied to ideas and things.  That is, context matters, and the meanings, values, 

and points of view that arise from it shape reality and truth.  Further, the research is situated in a 

phronetic research methodology, which places power as center to analysis.  Thus it is necessary to 

interrogate assumptions, discourses, rationalities, and rationalizations in order to locate power and its 

role in knowledge production. 

The case study approach was chosen due to the fact that the neighborhood and community impacts 

of foreclosure responses is a highly underresearched area.  Thus, rather than building off theory and 

empirical work directly related to the topic, I investigated closely related areas of research to guide the 

research design; I also selected an open-ended research design that allows for (in fact requires) 

detailed investigation and data gathering and in-depth analysis that is intended to provide 

understanding (verstehen) to the researcher and reader.  Case study research often raises 

ƎŜƴŜǊŀƭƛȊŀōƛƭƛǘȅ ŎƻƴŎŜǊƴǎΦ  IƻǿŜǾŜǊΣ ƻƴŜ Ŏŀƴ ŀǊƎǳŜ ŦƻǊ άƴŀǘǳǊŀƭƛǎǘƛŎ ƎŜƴŜǊŀƭƛȊŀǘƛƻƴέ ό{ǘŀƪŜ, 1982).  This 

concept refers to providing sufficiently rich detail όƻǊ άǘƘƛŎƪ ŘŜǎŎǊƛǇǘƛƻƴέύ ǘƘŀǘ ǘƘŜ ǊŜŀŘŜǊ ƛǎ ŀōƭŜ ǘƻ 

draw conclusions regarding generalizability his- or herself. 

The research investigates Cuyahoga County, Ohio, where the city of Cleveland is located.  The two are 

located in northwest Ohio, adjacent to Lake Erie.  In 2010, Cleveland was the 45th most populous city 

in the U.S., with the larger metro area the sixteenth largest in the country. The county contains 59 

municipalities and townships and a high degree of socioeconomic variation. Cuyahoga County, Ohio 

was chosen as the case due to its being a highly developed instance of the phenomenon at handτ

foreclosure responses.  Cuyahoga County is known within the U.S. as a leader in responding to 

foreclosures at both government and policy levels.  A second advantage of Cuyahoga County for this 

research is that Cleveland and the county were hit heavily and early by the foreclosure crisis.  Thus, 

there has been more time to develop, implement, and adjust responses.  Other aspects of the county 
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that aided in the crafting of foreclosure responses are its responsive housing advocacy network and 

ǘƘŜ hƘƛƻΩǎ ǎƭƻǿŜǊ ƧǳŘƛŎƛŀƭ ŦƻǊŜŎƭƻǎǳǊŜ ǇǊƻŎŜǎǎΦ  [ŀǎǘƭȅΣ ǘƘŜ ǎƻŎƛŀƭΣ ŜŎƻƴƻƳƛŎΣ ŀƴŘ ǇǊƻǇŜǊǘȅ Řŀǘŀ ǇǳōƭƛŎƭȅ 

available for Cuyahoga County through NEO CANDO far surpasses that of most municipalities in the 

U.S. 

A mixed methods approach was chosen to take advantage of the different strengths of different 

measures, thus allowing the results of the two to supplement one another and for triangulation 

between the two.  In this research the qualitative component, semi-structured expert interviews, is 

the focus, with the quantitative method, quantile regression, providing supplementary results.  The 

ŎƻƳōƛƴŀǘƛƻƴ ƻŦ ǘƘŜ ǘǿƻ ƳŜǘƘƻŘǎ ŀƭƭƻǿǎ ƻƴŜ ǘƻ ΨŎƘŜŎƪΩ ǘƘŜ ǊŜǎǳƭǘǎ ŀƎŀƛƴǎǘ ƻƴŜ ŀƴƻǘƘŜǊΣ ŀƭōŜit not 

directly in this case. 

Semi-structured expert interviews were chosen as the primary method in order to gather detailed data 

ǘƻ ƎŜƴŜǊŀǘŜ άǘƘƛŎƪ ŘŜǎŎǊƛǇǘƛƻƴέ ŀƴŘ ǘƻ ŦŀŎƛƭƛǘŀǘŜ ǘƘŜ ŜȄǇƭƻǊŀǘƻǊȅ ƴŀǘǳǊŜ ƻŦ ǘƘƛǎ ǊŜǎŜŀǊŎƘΦ  ¢Ƙŀǘ ƛǎΣ άŀ Ǝƻŀƭ 

of interviews in general is to reveal existing knowledge in a way that can expressed in theform of 

answers and so become accessible to interpretationέ όCƭƛŎƪΣ нллф, italics added).  Moreover, interviews 

allow participants to provide their views and understandings of the issue(s) and is thus frequently seen 

as an empowering research method.  Snowball sampling was used to find participants, beginning with 

some individuals known to work with foreclosure responses, such as counseling agency employees and 

the director of the Cuyahoga County Foreclosure Initiative, and continuing based on referrals until no 

new names came up as referrals.  This sampling method does have potential shortcomings, namely 

that portions of the population of interest can be omitted due to a lack of connections or voice in the 

phenomenon of interest. 

An interview guide was developed and used to guide the interviews, but participants were encouraged 

to branch off to what they considered relevant topics.  This had the effect of exposing additional 

aspects of the case to me that I may have otherwise missed.  A consent form was provided to each 

participant, requesting permission to record the interview, to name the participant and/or refer to him 

or her by his or her job title, and to use quotations in the final work.99  The recordings of the interviews 

were then annotated and in specific sections transcribed. 

This was supplemented by the quantitative component, which used quantile regression.  Quantile 

regression can be understood at being similar to OLS regression, but rather than estimating the impact 

of an indicator at the mean, as with OLS regression, quantile regression allows the estimation of the 

impact of an indicator at any location along the dependent variable distribution.  This means that it is 

possible, for example, to estimate the impact of landbanking for communities with low, medium, and 

high levels of property appreciation100 and determine if these estimates vary in significance or 

magnitude based on the location along the dependent variable distribution.  Several aspects that can 

cause problems include undetected spatial dependence, multicollinearity, selection bias, violating 

general equilibrium, and endogeneity.  Of these, the main concerns in the model used in this research 

are the violation of general equilibrium assumptionsτthat is, houses are not scarce in Cuyahoga 

County during the study periodτand endogenityτthe existence of a bidirectional relationship 

between the dependent and independent variable(s) and/or correlation between the error term and 

                                                           
99 The vast majority of participants responded affirmatively to these requests; some required quotations to be 
reviewed before officially allowing their use. 
100 Though in fact the vast majority of communities in Cuyahoga County experienced property depreciation 
between 2000 and 2010. 
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independent variable(s).  The first issue, concerning scarcity, is not addressed; however, the violation 

of assumptions in econometric models does not immediately disqualify them from usefulness.  The 

second, endogeneity, is dealt with by using robust quantile regression, which provides valid standard 

error estimates even under misspecification. 

The quantitative model itself is based in hedonics, or the estimation of the value of components that 

are inseperable from the wholeτfor example, to estimate the value of an additional bedroom in a 

house.  The bedroom cannot be purchased a la carte, but clearly the bedroom itself has economic 

value.  Another example is the local tax rate, which cannot be separated from the property but does 

affect property value.  Hedonics allows the estimation of this value.  In this case a hedonic pricing 

model was extended to the Census tract level, or the aggregation of all the houses in a community.  

Independent variables were included that represent structural, socioeconomic, jurisdictional, and 

locational characteristics of the tract.  Foreclosure-related variables were added to the model to 

capture the effects of the foreclosure crisis, and key variables indicating foreclosure responses were 

added as well.  Thus, the model allows the estimation of the economic impact of foreclosure responses 

on the community level.  The quantile regression method further allows these impacts to be estimated 

along the distribution of residential property value appreciation observed in Cuyahoga County 

between 2000 and 2010. 

The qualitative data consists of 23 interviews from the first fieldwork trip (22 of these recorded) and 3 

interviews from the second fieldwork trip (none recorded).  One interview from the first fieldwork trip 

had two parǘƛŎƛǇŀƴǘǎΤ ŀƭƭ ƻǘƘŜǊǎ ƘŀŘ ƻƴŜ ǇŀǊǘƛŎƛǇŀƴǘΦ  !ƭƭ ǘƻƻƪ ǇƭŀŎŜ ƛƴ ŜƛǘƘŜǊ ǘƘŜ ƛƴǘŜǊǾƛŜǿŜŜΩǎ ƻŦŦƛŎŜ ƻǊ 

a coffee shop.  The interviews averaged 70 minutes and ranged from a low of twenty minutes to over 

two and a half hours.  The interviewees worked in four focus areas:  government, non-profit or 

advocacy work, the financial sector, and as neighborhood leaders.  Participants were heavily 

represented in the government and non-profit sectors.  Several meetings and calls supplemented the 

interviews, focusing on contacting participants and negotiating data access.  The interview questions 

can be found in Appendix A:  Interview Materials. 

Cuyahoga County contains 443 Census tracts, excluding Lake Erie.  Complete data was available for 421 

of these. The data came from a variety of sources, most of it publicly available.  Foreclosure prevention 

counseling outcomes data were not publicly available, but it was possible to gain access by ensuring 

that no data identifying individuals be made available.  The dependent variable is the percent change 

in residential property value between 2000 and 2010, including both owner-occupied and rental 

property.  Though approximating neighborhood change by a purely economic measure is a great 

oversimplication, this danger is avoided by treating the quantitative model and results as 

supplementary to the qualitative results and analysis. In addition, this indicator offers the advantages 

of measurability and that the quantitative results likely speak more to policymakers than more 

descriptive qualitative results.   
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Chapter 4 The Foreclosure Problem in Cuyahoga County 

This chapter begins with an introduction of Cuyahoga County.  This includes historical information to 

ǇǊƻǾƛŘŜ ŎƻƴǘŜȄǘ ŦƻǊ ǘƘŜ /ƻǳƴǘȅΩǎ ǎƛǘǳŀǘƛƻƴΣ ŀǎ ǿŜƭƭ ŀǎ ŀ ƭƻok at more recent neighborhood change 

statistics.  Attention is given to the roles municipal fragmentation and CDCs play in the county. Second, 

the foreclosure problem in Cuyahoga County, which began in the mid-1990s, is discussed.  Third, a 

quantitative description of the foreclosure problem is presented, as well as implications for the 

ǉǳŀƴǘƛǘŀǘƛǾŜ ƳƻŘŜƭΦ  ¢ƘŜ ƳƻŘŜƭ ƛǘǎŜƭŦ ŀƴŘ ǘƘŜ ǊŜŀǎƻƴƛƴƎ ōŜƘƛƴŘ ǘƘŜ ŎƘƻƛŎŜǎ ƳŀŘŜ ŀƴŘ ǘƘŜ ƳƻŘŜƭΩǎ 

structure are then introduced.  Finally, two example localities, Slavic Village and South Euclid, are 

presented in order to give more specific information as to how the foreclosure problem and 

foreclosure responses play out in specific localities and communities. 

4.1 Characterization of Cuyahoga County, Ohio 

Cuyahoga County is located in northeastern Ohio, and is the central county of the five-county 

Cleveland-Elyria-Mentor Metropolitan Statistical Area (here referred to as the Cleveland MSA or simply 

as the MSA).101 It has an area of 458.49 square miles (1,187.5 square kilometers), and a population of 

1.28 million as of 2010 (U.S. Census, 2013).  It contains the City of Cleveland, and 58 other, smaller 

municipalities and townshipsτsee Figure 4.1, below.  In 2010 the City of Cleveland was the 45th largest 

city in the U.S., while the larger MSA was the 28th largest in the U.S. (U.S. Census, 2012a). 

4.1.1 History of Cuyahoga County 

A brief history of Cleveland and Cuyahoga County is given here in order to contextualize the situation 

today.  This history, particularly from the 1970s onward, aids in understanding the city and county 

during the study period of 2000 to 2010.  This includes the spatial layout and distribution of the 

neighborhoods, the demographic characteristics of the population, the advocacy culture, and the 

responses and reactions of residents, leaders, and organizations. 

Founding & Boom Years 

Downtown Cleveland is centered at the mouth of the Cuyahoga River, and was founded in 1796.  Its 

first major growth period occurred around 1833, with the construction of the Ohio River-Lake Erie 

Canal, though in 1860 it still had less than fifty thousand residents (Griffin, 1981).  Between 1860 and 

1920, it grew substantially, due to the manufacturing of durable goodsτin particular steel, an industry 

which grew rapidly in Cleveland in the 1870s and 1880sτand an influx of Eastern European and Italian 

immigrants (Griffin, 1981; Warf & Holly, 1997).This period laid the foundation of the cityτthe street 

network, the ethnic neighborhoods and churches, and a large proportion of the houses still 

characteristic of the city today (Griffin, 1981).  The speed of population growth was astounding:  

Cleveland added 100,000 residents between 1890 and 1900, another 200,000 between 1900 and 1910, 

and 261,000 more between 1910 and 1920 (Griffin, 1981)τsee Table 4.2. 

                                                           
101 A Metropolitan Statistical Area is the name used by the U.S. Census to denote a geographical region comprised 
ƻŦ άat least one urbanized area of 50,000 or more population, plus adjacent territory that has a high degree of 
social and economic integration with the core as measured by commuting tiesέ (Office of Management and 
Budget, 2003, p.2).  The smallest unit of inclusion for a Metropolitan Statistical Areas is the county, and as of 
2003, approximately 83% of the U.S. population lived in MSAs. 
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Figure 4.1:  Cuyahoga County Municipalities & Townships 
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Cleveland connected two industrial centers, Buffalo (New York) and Detroit (Michigan), and became 

an industrial center in itself during this period, growing substantially in terms of wealth and technology.  

At one point, Shaker Heights, a Cleveland suburb, had the highest per capita income in the United 

States (Warf & Holly, 1997).  In 1920 and 1930, Cleveland was the 5th-largest city in the nation.  World 

War II and the subsequent post-ǿŀǊ ōƻƻƳ ŦǳǊǘƘŜǊ ǎǘǊŜƴƎǘƘŜƴŜŘ /ƭŜǾŜƭŀƴŘΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜŎǘƻǊΦ  

During this period, large numbers of Appalachian whites and Southern blacks immigrated to Cleveland, 

further increasing the population.  Manufacturing continued to thrive, with the St. Lawrence Seaway 

allowing Cleveland to become an international port, particularly for steel.  Manufacturing employment 

peaked in 1967 at 306,700 (Warf & Holly, 1997).  Strong unions and the manufacturing boom 

ƎŜƴŜǊŀǘŜŘ ǎǘǊƻƴƎ ǿŀƎŜǎ ŀƴŘ ōŜƴŜŦƛǘǎ ŦƻǊ ǘƘŜǎŜ ǿƻǊƪŜǊǎΦ  !ǎ ²ŀǊŦ ϧ Iƻƭƭȅ όмффтύ ǿǊƛǘŜΣ ά/ƭŜǾŜƭŀƴŘ ǿŀǎ 

born and matured during the classic period of Fordism, the epoch of production characterized largely 

by mass markets, mass production, homogeneous goods, vertically integrated firms, oligopolistic 

ƳŀǊƪŜǘ ǎǘǊǳŎǘǳǊŜΣ ŀƴŘ ǎŜƳƛǎƪƛƭƭŜŘ ƭŀōƻǊέ όǇΦнмлύΦ 

/ƭŜǾŜƭŀƴŘΩǎ 5ŜŎƭƛƴŜ 

¦ƴŦƻǊǘǳƴŀǘŜƭȅ ŦƻǊ /ƭŜǾŜƭŀƴŘΣ ŀƴŘ Ƴƻǎǘ ƻŦ ǘƘŜ ƴŀǘƛƻƴΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ōŜƭǘΣ !ƳŜǊƛŎŀƴ ƳŀƴǳŦŀŎǘǳǊƛƴƎ 

went into decline in the 1970s.  During this time the appellations for the larger region changed from 

names such as the Manufacturing Belt and the Steel Belt to the Rust Belt, and Cleveland in particular 

ǿŀǎ ōŜǎǘƻǿŜŘ ǘƘŜ ƳƻƴƛƪŜǊ ƻŦ Ψ¢ƘŜ aƛǎǘŀƪŜ ƻƴ ǘƘŜ [ŀƪŜΦΩ  ²ŀǊŦ ϧ IƻƭƭȅΩǎ мффт ǇŀǇŜǊ ŎƻƴƴŜŎǘǎ Ǝƭƻōŀƭ 

ŜŎƻƴƻƳƛŎ ŎƻƴŘƛǘƛƻƴǎ ǘƻ ǎƻŎƛƻŜŎƻƴƻƳƛŎ ƛƳǇŀŎǘǎ ƻƴ ǘƘŜ ǇƻǇǳƭŀŎŜΥ  ŘǳǊƛƴƎ ǘƘŜ мфтлǎΣ ǘƘŜ ¦Φ{ΦΩǎ 

ŜŎƻƴƻƳƛŎ ƘŜƎŜƳƻƴȅ ŦŀŘŜŘΣ ŀƴŘ ǘƘŜ Ǝƭƻōŀƭ ŜŎƻƴƻƳƛŎ ǊŜǎǘǊǳŎǘǳǊƛƴƎ άǇŜǊƳŀƴŜƴǘƭȅ ŘƛǎŜƳōƻǿŜƭŜŘέ 

Clevelandτpetroleum shocks, competition from abroad and the southern United States, and 

deindustrialization resulted in plant closures, employment losses, and increasing unemployment (Warf 

& Holly, 1997, p.211).  These changes began gradually in the early 1970s, but 1979 marked a sudden 

economic shock for the region (Chow & Coulton, 1998). 

Cleveland lost 13% of its total private employment between 1979 and 1993, but 40% of its 

manufacturing employment (Warf & Holly, 1997).  The region also lost 14% of its annualized earnings 

between 1979 and 1983 (Hill & Bier, 1989).  During the 1970s, real median income dropped 11%, a 

strong reversal from the 22% increase seen in the 1960s (Warf & Holly, 1997).  Employment gradually 

recovered, but not wages.  The sectoral distribution of employment had changed:  by 1990, 

employment in industries producing goods had decreased 22% from 1979, while service industry 

employment increased 16% (Chow & Coulton, 1998).  Employment in the retail trade and FIRE (finance, 

insurance, and real estate) sectors increased during this time as well (Hill & Bier, 1989).  These patterns 

continue today:  during the ten year period of 1998 to 2008, 25% of manufacturing jobs lost in the U.S. 

have been lost in Ohio (Simon, 2008). 

4.1.2 Uneven Impacts 

These changes affected not only Cleveland as a whole, but individual neighborhoods as well.  Hill & 

.ƛŜǊ όмфуфύ ǿǊƻǘŜΣ ά¢ƘŜ ŜŎƻƴƻƳȅ ƻŦ ƻƭŘ-order Cleveland rested on blue-collar occupations.  

Neighborhoods developed to meet the demands of this class of residents, which in turn formed a 

complex and long-lasting pattern of social relationships, which were thrown out of kilter when old-

ƻǊŘŜǊ /ƭŜǾŜƭŀƴŘ ǎǳŘŘŜƴƭȅ ǇŀǎǎŜŘ ŀǿŀȅέ όǇΦмнрύΦ  ¢ƘŜȅ ŎƻƴǘƛƴǳŜ ǘƻ ƴƻǘŜ ǘƘŀǘ ƴŜǿ-order Cleveland is 

characterized by lower wages and increased income inequality, due to middle-wage manufacturing 

jobs disappearing and low-ǿŀƎŜ ǎŜǊǾƛŎŜ Ƨƻōǎ ǊŜǇƭŀŎƛƴƎ ǘƘŜƳΦ  5ǳŜ ǘƻ /ƭŜǾŜƭŀƴŘΩǎ ǊŜƭŀǘƛǾŜƭȅ 
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homogenous neighborhoodsτin terms of income, occupation, and raceτthe impacts of economic 

restructuring can often be clearly seen at the neighborhood level (Hill & Bier, 1989). 

Given this homogeneity (which is in fact observable in many American neighborhoods), as workers in 

specific sectors lose their jobs and job prospects, or see a reduction in wages, their neighborhoods 

begin to decline.  Poverty increases and homes no longer appreciate in value.  Both of these affect the 

neighborhood, not only the individuals directly affected by economic restructuring.  The neighborhood 

impacts are widespread but unevenly distributed across the region.  When recovery occurs, it tends to 

be uneven as well. Thus economic restructuring impacts neighborhoods via the mechanism of 

ǊŜǎƛŘŜƴǘǎΩ ƻŎŎǳǇŀǘƛƻƴŀƭ ŦƻǊǘǳƴŜǎΦ   Lƴ ǘƘŜƛǊ ǎǘǳŘȅ ƻŦ /ƭŜǾŜƭŀƴŘΣ Iƛƭƭ ϧ .ƛŜǊ όмфуфύ ƳŀǇǇŜŘ ǘƘŜ ŎƘŀƴƎŜǎ 

in housing value appreciation, poverty rate, and sector of employment, making clear the uneven 

effects of the decline in manufacturing on Cleveland neighborhoods.  The primarily black, blue collar 

east side was particularly negatively impacted in comparison to the west side and suburbs.  This 

pattern was later borne out again in the foreclosure crisis. 

These uneven effects can be easily seen in the differences in the changes that occurred in the City of 

Cleveland and the suburbs surrounding it as American manufacturing declined.  These changes 

continue to affect the region today.  Table 4.1 provides a comparison of various characteristics of the 

City of Cleveland, the Cleveland MSA, and the Cleveland MSA excluding the City of Cleveland in order 

to illustrate these disparities.  One can quickly ascertain substantial differences between the two:  the 

unemployment rate and poverty rate in the City of Cleveland are both well over twice that observed 

in the remainder of the MSA; the proportion of African Americans in Cleveland is over four times the 

rate elsewhere in the MSA; and the percentage of the housing stock built prior to 1940 in Cleveland is 

over three times the proportion observed outside of the city.  Though there is no value available for 

the median housing value for the MSA excluding Cleveland, comparing the city value to the MSA value 

one can deduce that property values are much higher outside of Cleveland.  Finally, and most extreme, 

is the difference in the violent crime rate in Cleveland in comparison to the remainder of the MSA:  

/ƭŜǾŜƭŀƴŘΩǎ ǾƛƻƭŜƴǘ ŎǊƛƳŜ ǊŀǘŜ ƛǎ ƻǾŜǊ ŜƛƎƘǘȅ ǘƛƳŜǎ ǘƘŀǘ ƻŦ ǘƘŜ ǊŜƳŀƛƴŘŜǊ ƻŦ ǘƘŜ a{!Φ 

Many of these changes began in the 1970s, as manufacturing declined and the political climate became 

more conservative, while some began even earlier.  Between 1979 and 1985, the City of Cleveland lost 

27% of its manufacturing jobs, while the surrounding suburbs lost only 4%.  Between 1985 and 1990, 

Cleveland lost an additional 7%, while the suburbs experienced a small increase of 1% (Chow & 

Coulton, 1998).  Looking at jobs across all employment sectors, the city lost 130,000 jobs between 

1958 and 1977, while the metropolitan region added 210,000 jobs during that same period. Examining 

unemployment, the regional average was 5.9% in 1977τjust over a percent below the national 

average of 7.0%τǿƘƛƭŜ /ƭŜǾŜƭŀƴŘΩǎ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ǿŀǎ ммΦр҈Σ ŀƴŘ ŦƻǊ ȅƻǳƴƎ ōƭŀŎƪǎ ƛƴ /ƭŜǾŜƭŀƴŘ 

the rate was 38.8%.  Per capita income in 1973 was 14% above the national average in the Cleveland 

region (excluding the City of Cleveland), but 37% less than the national average in the city itself 

(Krumholz, 1986).  As of 2011, the unemployment rate in the City of Cleveland was 19.5%; in the 

greater MSA, excluding the City of Cleveland, it was 8.6%, a figure much closer to the nationwide 

unemployment rate of approximately 9% (U.S. Census, 2013).  Figure 4.2 clearly shows the 

concentration of unemployment in the City of Cleveland, with much lower rates in the surrounding 

county. 
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Table 4.1:  Descriptive Statistics of Cleveland and its Metropolitan Statistical Area 
Sources:  American FactFinder 1-year & 5-year estimates (2013), Federal Bureau of Investigation (2012a, 2012b) 

  City of 

Cleveland 

Cleveland MSA MSA excluding 

Cleveland 

Population 393,804 2,068,283 1,674,479 

Median Income 32,201 48,871 - 

Unemployment Rate 19.5% 10.7% 8.6% 

Poverty Rate 34.3% 16.0% 11.9% 

Proportion African American 51.6% 19.7% 12.2% 

Median Housing Value102 76,600 138,000 - 

Proportion Housing Stock Built Prior to 1940 50.9% 22.7% 15.5% 

Violent Crime Rate (per 100,000 residents) 1366.4 404.6 16.9 

 

 
Figure 4.2:  Unemployment Rate by Census Tract in Cuyahoga County (2000) 

Several secondary impacts followed the changes in employment:  population loss, increased poverty, 

increased segregation, decreased housing values, increased crime, and increased service demands for 

the City of Cleveland.  The City of Cleveland began losing population before the decline in 

                                                           
102 Please note that the median housing value from the U.S. Census should be interpreted with caution.  
Homeowners are asked to state the value of their house, which may or may not align well with its current 
appraisal value.  Later in this work, the median sales value of single family properties sold is used.  This value 
better represents the market value of properties; on the other hand, the number of properties included in the 
sample is limited, as only those that have been sold in a particular year are included in determining the median. 
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ƳŀƴǳŦŀŎǘǳǊƛƴƎΣ ōǳǘ ōŜǘǿŜŜƴ мфтл ŀƴŘ мфул ǘƘƛǎ ǎƘƛŦǘ ǊŜǎǳƭǘŜŘ ƛƴ ǘƘŜ ŎƛǘȅΩǎ ƭŀǊƎŜǎǘ ŘŜŎŀŘŀƭ ǇƻǇǳƭŀǘƛƻƴ 

loss (see Table 4.2).  As manufacturing declined, the city lost 39,000 residents during the 1950s, 

125,000 during the 1960s, and 180,000 during the 1970s (YǊǳƳƘƻƭȊΣ мфусύΦ  .ȅ мффлΣ /ƭŜǾŜƭŀƴŘΩǎ 

population was 506,000, only 55% of its peak in 1950 (Chow & Coulton, 1998).  The region experienced 

uneven population shifts as well; during the 1970s Cleveland lost 24% of its population while the metro 

area lost only 8%.  Much of this population loss moved to the surrounding counties, which after 1970 

saw the greatest growth (Borchert, 1998).  In general, those who could leave did, leaving 

overconcentrations of the elderly, the poor, and the structurally unemployed and marginally employed 

(Warf & Holly, 1997).  For example, during the 1960s Cleveland lost 25% of its population of families 

with incomes over the county median (Krumholz, 1986).  As a result, the poverty rate in the City of 

Cleveland rose swiftly, from 27% in 1980 to 40% in 1987 (Warf & Holly, 1997). As well, persons in 

poverty became twice as likely to live in neighborhoods of concentrated poverty (over 40% of 

neighborhood residents in poverty) between 1970 and 1990 (/Ƙƻǿ ϧ /ƻǳƭǘƻƴΣ мффуύΦ  /ƭŜǾŜƭŀƴŘΩǎ 

poverty rate is somewhat lower today, at 34.3% in 2011, though the MSA poverty rate (excluding the 

City of Cleveland) stood at 11.9%, indicative of the continued disparities between the city and 

surrounding suburbs (U.S. Census, 2013).  Figure 4.3, below, illustrates the disparity in poverty rates 

between the city and surrounding county. 

Table 4.2:  Decennial Population Counts for Cleveland & Cuyahoga County. 
Source:  Case Western Reserve University (2012) 

Year 
City of 
Cleveland 

Decadal Growth 
Rate 

Cuyahoga 
County 

Proportion in City 
of Cleveland 

1820 606 - 6,328 9.58% 

1830 1,075 77.39% 10,373 10.36% 

1840 6,071 464.74% 26,506 22.90% 

1850 17,034 180.58% 48,099 35.41% 

1860 43,417 154.88% 178,033 24.39% 

1870 92,829 113.81% 132,010 70.32% 

1880 160,146 72.52% 196,943 81.32% 

1890 261,353 63.20% 309,970 84.32% 

1900 381,768 46.07% 439,120 86.94% 

1910 560,663 46.86% 637,425 87.96% 

1920 796,841 42.12% 943,495 84.46% 

1930 900,429 13.00% 1,201,455 74.94% 

1940 878,366 -2.45% 1,217,250 72.16% 

1950 914,808 4.15% 1,389,532 65.84% 

1960 876,050 -4.24% 1,647,895 53.16% 

1970 750,879 -14.29% 1,720,835 43.63% 

1980 573,822 -23.58% 1,498,400 38.30% 

1990 505,616 -11.89% 1,412,140 35.80% 

2000 478,403 -5.38% 1,393,848 34.32% 

2010 396,815 -17.05% 1,280,122 31.00% 
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Figure 4.3:  Poverty Rate by Census Tract in Cuyahoga County (2000) 

/ƭŜǾŜƭŀƴŘΩǎ ǇǊƻǇƻǊǘƛƻƴ ƻŦ African Americans increased greatly between 1950 and 1980, from 16% to 

44%, resulting from Southern Blacks migrating northward and selective outmigration of whites from 

the city (Krumholz, 1986).  Cleveland was and is highly racially segregated:  in 1980 the Cleveland MSA 

was second only to Chicago in the dissimilarity index, which measures what proportion of the 

population would need to switch neighborhoods to have a perfectly evenly distributed population by 

race (Chow & Coulton, 1998).  As of the 2010 Census, the Cleveland MSA is the 8th most racially 

segregated MSA in the country, with a dissimilarity index score of 72.6τmeaning 72.6% of the 

/ƭŜǾŜƭŀƴŘ a{!Ωǎ ǊŜǎƛŘŜƴǘǎ ǿƻǳƭŘ ƴŜŜŘ ǘƻ ƳƻǾŜ ǘƻ ŀ ŘƛŦŦŜǊŜƴǘ ƴŜƛƎƘōƻǊƘƻƻŘ ǘƻ ŎǊŜŀǘŜ ŀ ǇŜǊŦŜŎǘƭȅ 

residentially integrated city (Logan & Stults, 2011).  The City of Cleveland is 51.6% African American, 

while in comparison the MSA, excluding the City of Cleveland, is 12.2% (U.S. Census, 2013).  Figure 4.4 

shows the highly segregated nature of the city, with African Americans highly concentrated on the east 

side of Cleveland. 

This pattern of residential segregation has several historical roots.  For one, many parties (suburbs, 

developers, and federal lenders such as the FHA) required restrictive covenants on property deeds 

which excluded the sale of the property to African Americans during the 1940s and 1950s, limiting the 

housing choice of African Americans to renting in the urban ghetto (Borchert, 1998).  This resulted in 

overcrowding coupled with incredibly poor conditions in black neighborhoodsτincluding high rates of 

substandard housing, high unemployment, poor school quality, and intermittent garbage collection 

(Lackritz, 1968).   
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Figure 4.4:  Percent African American by Census Tract in Cuyahoga County (2000) 

Residential segregation and the inability of African Americans to obtain better housing led to racial 

tension, particularly during the Civil Rights era (1955-1968).  In July of 1966, race riots broke out in the 

IƻǳƎƘ ƴŜƛƎƘōƻǊƘƻƻŘ ƻŦ /ƭŜǾŜƭŀƴŘΣ ŎƻƴǎƛŘŜǊŜŘ ǘƘŜ ǿƻǊǎǘ ƻŦ ǘƘŜ ŎƛǘȅΩǎ ōƭŀŎƪ ƎƘŜǘǘƻŜǎΦ Lǘ ƭŜŦǘ ŦǳǊǘƘŜǊ 

scars on the neighborhood and caused additional deterioration, population loss, and disinvestment.  It 

also prompted flight to the suburbs, both by whites and African Americans who were able to do so. 

Many middle class whites left the city for the suburbs during this time, reducing housing demand in 

the city (Cunningham, 2007).  Sharp property devaluation led to vacancies and abandonment, and 

subsequently residential and commercial blight (Warf & Holly, 1997).  As well, many homeowners and 

landlords were no longer able or willing to pay for housing maintenance and upkeep, as many 

experienced unemployment or regarded investment on a devalued property as financially undesirable 

(or even unaffordable).  This pattern of property devaluation, vacancy, and abandonment occurred 

during the foreclosure crisis as well.   

As the population in Cleveland declined, so did the value of the housing stock.  Over the course of the 

1970s and 1980s, many houses in the inner city lost one-half to two-thirds of their value (Warf & Holly, 

1997).  A significant reason for this was mortgage redlining, and later insurance redlining, 

discriminatory practices where banks refuse to provide loans and insurers refuse to provide home 

insurance to certain geographically defined areas, in particular to black neighborhoods (see Section 
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1.1.1 for more on the history of race and homeownership in the U.S.).   An analogous practice, reverse 

redlining,103 returned to disadvantage African Americans with respect to loan terms during the 2000s.   

As of 2011, the median housing value in the City of Cleveland was $76,600, while the median value for 

the MSA (including Cleveland) was $138,000 (U.S. Census, 2013).  Figure 4.5 shows the median housing 

sale prices by tract in Cuyahoga County in 2000.  It can be seen that the city contains the lowest sale 

prices, but that there is variation within the suburbs as well.  In particular, the predominately black 

suburbs to the east of the City of Cleveland (refer to Figure 4.4) have lower sale prices than the rest of 

the suburbs. It should be kept in mind that not only properties in the City of Cleveland depreciated in 

value during the foreclosure crisis; many suburban municipalities were hit hard as well.  This will be 

discussed in more detail later in Section 4.2. 

 
Figure 4.5: Median Single Family Sale Price by Census Tract in Cuyahoga County (2000) 

[ŀǊƎŜ ǇƻǊǘƛƻƴǎ ƻŦ /ƭŜǾŜƭŀƴŘΩǎ ƘƻǳǎƛƴƎ ǎǘƻŎƪ ǿŜǊŜ ōǳƛƭǘ ōŜŦƻǊŜ мфплτ94% as of 1950, in 1990 still about 

50% (Chow & Coulton, 1998).  These houses were built as housing for blue collar workers, but by the 

second half of the twentieth century were generally less desirable to home purchasersτsmall, situated 

on small lots, and lacking modern amenities by the standards of the day.  Figure 4.6 shows the 

distribution of housing built more than thirty years ago as of 2000.  

                                                           
103 Reverse redlining is the practice of targeting African Americans and other minorities for subprime and/or 
predatory loans.  Section 2.2.2 discusses some of the research concerning predatory lending to minorities. 
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Figure 4.6: Percent Housing Over 30 Years Old by Census Tract in Cuyahoga County (2000) 

In many city neighborhoods, the same older, less desirable properties again experienced swift and 

significant devaluation and deterioration during the foreclosure crisis. In 2011, the City of Cleveland 

continued to have 50.9% of its housing stock built before 1940, while only 15.5% of the housing stock 

in the MSA (excluding the City of Cleveland) was built before 1940 (U.S. Census, 2013).  Though not all 

ƻƭŘŜǊ ƘƻƳŜǎ ŀǊŜ ƭŜǎǎ ŘŜǎƛǊŀōƭŜ ǘƻ ǘƻŘŀȅΩǎ ƘƻƳŜƻǿƴŜǊǎΣ ǘƘƛǎ ƛǎ ƻŦǘŜƴ ǘƘŜ ŎŀǎŜΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ǘƘƻǎŜ ŦƻǳƴŘ 

in neighborhoods that formerly housed manufacturing employees.  These homes tend to be smaller, 

wood-framed constructions built close to one another. 

A consequence of both housing devaluation and employment loss within the city was the reduction in 

ǘƘŜ ŎƛǘȅΩǎ ǘŀȄ ǊŜǾŜƴǳŜǎΦ  .ŜǘǿŜŜƴ 1969 and 1974, the assessed housing value base for the city shrank 

5% during a period of inflation marked by a 34.5% increase in the Consumer Price Index.  During this 

ǘƛƳŜ ǘƘŜ ŎƛǘȅΩǎ ƎŜƴŜǊŀƭ ƻǇŜǊŀǘƛƴƎ ŦǳƴŘ ŦŜƭƭ ōȅ от҈ ƛƴ Ŏƻƴǎǘŀƴǘ ŘƻƭƭŀǊǎ (Krumholz, 1986).  Simultaneously 

federal government contributions to social welfare programs shrank with the advent of conservatism 

in the 1970s and 1980s, and service demands increased, a result of the poorer, older, and more 

frequently unemployed population of the city (Warf & Holly, 1997).  For example, the demands placed 

on the city police force increased substantially:  in 1975 the violent crime rate was 1,730 per 100,000 

residents, a 16% increase from 1970 and 164% over the 1965 rate (Krumholz, 1986).  In 1978 the City 

of Cleveland defaulted on its debt obligations, the first major American city to do so since the Great 

Depression (it emerged from default nine years later in 1987).  So, during this period, the city saw 

increased service needs but decreased revenues with which to fulfill them.  This process has played 

out again during the foreclosure crisis, as will be discussed later in Section 4.2.  



 

167 
 

.ȅ мфтр /ƭŜǾŜƭŀƴŘ ǿŀǎ ƛƴ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǘƻǇ ǉǳƛƴǘƛƭŜ ŦƻǊ ǇƻǾŜǊǘȅΣ ǳƴŜƳǇƭƻȅƳŜƴǘΣ ǇƻƻǊ Ƙƻǳǎƛƴg, violent 

crime, and municipal debt (Warf & Holly, 1997).  In the late 1990s, the problems discussed above 

generally remained.  Chow & Coulton (1998) found that indicators of urban decay (crime, welfare 

dependency, labor force detachment, and drug trafficking) became more interconnectedτthat is, 

more highly correlatedτat the neighborhood level during the 1980s in Cleveland.  Negative social 

conditions went from being relatively independent in 1980 to more tightly connected in 1990.  Thus, 

neighborhoods experiencing a single adverse social condition in 1980 were likely to be facing a 

confluence of adverse social conditions in 1990 (Chow & Coulton, 1998).  As of 2011, Cleveland has the 

8th highest violent crime rate, 1,366.4 per 100,000 residents, of U.S. cities with a population above 

250,000 (Federal Bureau of Investigations, 2012b).  In the same year, the Cleveland MSA as a whole 

had a violent crime rate of 404.6 per 100,000 residents (Federal Bureau of Investigations, 2012a).  

Excluding Cleveland, the MSA had a violent crime rate of 16.9 per 100,000 residentsτless than one 

eightieth of the violent crime rate in the City of Cleveland. 

Cleveland did see a partial resurgence during the 1990s.  Some reindustrialization occurred, 

particularly in the auto, steel, instruments, and chemicals industries.  High-technology firms and 

services (hospitals, banks, law and accounting firms) grew.  This increased sectoral diversity reduces 

the risk of a major economic shock like that experienced in the 1970s.  However, service sector 

employees received on average 56% of the income of manufacturing employees, and income 

inequality continued to grow.   The city became one of eight federal Empowerment Zones in 1993, 

receiving grants and financingτa boon for the city, but only received due to its distressed situation 

(Warf & Holly, 1997).   In many ways Cleveland remains a troubled city located within a healthier 

metropolis.  Swanstrom et al. (2009) designate Cleveland a weak market city.  Weak market cities are 

characterized by housing markets where supply significantly outstrips demand, resulting in lower price 

appreciation and higher vacancy levels. As a result, weak market cities generally experienced smaller 

housing bubbles and, subsequently, less home value depreciation as the bubbles burst.  More 

specifically, Cleveland can be characterized as a weak central city housing market with a strong urban 

ŦǊƛƴƎŜ ƘƻǳǎƛƴƎ ƳŀǊƪŜǘ ǎǳǊǊƻǳƴŘƛƴƎ ƛǘΦ  /ƻƴǎƛŘŜǊƛƴƎ ǘƘŜ ƳŜǘǊƻ ŀǊŜŀΩǎ ƘƻǳǎƛƴƎ ƳŀǊƪŜǘ ǘȅǇŜ ƛƴŦƭǳŜƴŎŜǎ 

the specific foreclosure problems seen and is an important factor in selecting policy responses.  For 

example, weak housing markets tend to have more serious vacancy and abandonment problems than 

strong markets, and thus policy responses should be more focused on preventing and abating 

abandonment in these areas.  These aspects will be discussed in more detail later in Section 5.1. 

4.1.3 Variation within the County 

Despite the statistics listed above that point out the disparate fortunes of the City of Cleveland and the 

surrounding metropolitan region, it is only one level at which subareas of the region can be compared.  

Restricting the discussion to Cuyahoga County (thus excluding the other four counties in the MSA), we 

see that neither all suburban municipalities nor all parts of the city have fared equally well.  For the 

purposes of this study, Cuyahoga County is divided into four areas:  the east side of the City of 

Cleveland, the west side of the City of Cleveland, the inner ring suburbs, and the outer suburbs.  These 

four areas follow the designations used by city and county residents and by local governments. They 

can be seen in Figure 4.7 below. Though dividing the county into four areas is a simplification that 

inevitably obscures much variation, it adds dimension to the analysis without including an 

unmanageable amount of detail. 
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Figure 4.7:  Census Tracts labeled by Subarea Designation 

The Cuyahoga River divides the City of Cleveland roughly north to south, resulting in clearly identifiable 

Ŝŀǎǘ ŀƴŘ ǿŜǎǘ ǎƛŘŜǎΦ  hǳǘǎƛŘŜ ƻŦ ǘƘŜ ŎƛǘȅΩǎ ƳǳƴƛŎƛǇŀƭ ōƻǳƴŘŀǊƛŜǎ ŀǊŜ от ŀŘŘƛǘƛƻƴŀƭΣ ǎƳŀƭƭŜǊ ŎƛǘƛŜǎΤ мф 

villages; and two townships (unincorporated areas).  In this study, all of these, excluding the city itself, 

ŀǊŜ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ǎǳōǳǊōǎΦ /ƭŜǾŜƭŀƴŘΩǎ ŦƛǊǎǘ ǎǳōǳǊōǎΣ ŦƻǳƴŘŜŘ ŀƴŘ ƛƴŎƻǊǇƻǊŀǘŜŘ ŀǎ ǾƛƭƭŀƎŜǎ ŘǳǊƛƴƎ ǘƘŜ 

1800s, were eventually annexed by the City of Cleveland between 1850 and 1913τthough some early 

suburbs, such as East Cleveland and Brooklyn, remain independent municipalities today (Borchert, 

1998).  Later waves of suburbs occurred in two eras:  before or with the advent of streetcars, resulting 

in what are referred to today as the inner (or inner ring) suburbs; and during the era of automobile 

dominance, which created the outer (or outer ring) suburbs, as well as suburbs and exurbs outside of 

Cuyahoga County.104 

The four subareas of the county exhibit significant variation.  This extends to their development, 

historical and current demographics, and the timing and impact of the foreclosure crisis.  Each subarea 

is briefly introduced below in order to provide context for the discussion of the foreclosure problem 

and responses to it, both of which vary across the county.   Appendix C:  Cuyahoga County Subareas 

lists the municipalities and townships, SPAs (Statistical Planning Areas), and Census tracts located in 

each of the four subareas. 

The east side includes 20 SPAs and 108 Census tractsτreferred to as localities and communities in this 

research, respectivelyτas of 2010.  It is located entirely within the City of Cleveland and is bounded 

                                                           
104 Of course, not every inner ring suburb is a streetcar suburb, and not every outer ring suburb is an automobile 
suburb.  For example, Brookpark, which is classified as an inner suburb here due to its adjacency to the City of 
Cleveland, is considered an automobile suburb (Borchert, 1998).    
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ǘƻ ǘƘŜ ƴƻǊǘƘ ōȅ [ŀƪŜ 9ǊƛŜΣ ǘƻ ǘƘŜ ǿŜǎǘ ōȅ ǘƘŜ /ǳȅŀƘƻƎŀ wƛǾŜǊΣ ŀƴŘ ǘƻ ǘƘŜ ǎƻǳǘƘ ŀƴŘ Ŝŀǎǘ ōȅ /ƭŜǾŜƭŀƴŘΩǎ 

municipal boundaries.  It is predominately black, which can be seen in Figure 4.4 above.  Portions of 

historic ethnic neighborhoods remain, particularly those settled by eastern Europeans employed in 

manufacturing.   Much of the housing on the east side was built for manufacturing workers and their 

ŦŀƳƛƭƛŜǎ ǇǊƛƻǊ ǘƻ ǘƘŜ мфплǎΦ  Lƴ ŎƻƳǇŀǊƛǎƻƴ ǘƻ ǘƻŘŀȅΩǎ ǇǊŜŦŜǊŜƴŎŜǎΣ ǘƘŜǎŜ ƘƻǳǎŜǎ ŀǊŜ ǎƳŀƭƭΣ ǎƛǘǳŀǘŜŘ ƻƴ 

small lots, and lack amenities and modern fixtures.  This is reflected in their market value, which is 

shown in Figure 4.5 (above). The east side of Cleveland also contains the highest poverty and 

unemployment tracts in the County, as well as having the greatest overall poverty and unemployment 

rates (see Figure 4.2 and Figure 4.3, above). As will be discussed in 4.2, the foreclosure problem struck 

ŦƛǊǎǘ ƻƴ /ƭŜǾŜƭŀƴŘΩǎ Ŝŀǎǘ ǎƛŘŜΣ ŀǎ ǘƘŜ ǊŜǎǳƭǘ ƻŦ ǇǊŜŘŀǘƻǊȅ ƭŜƴŘƛƴƎΣ ǿƘƛŎƘ ōŜƎŀƴ ǇŀǊǘƛŎǳƭŀǊƭȅ ŜŀǊƭȅ ƛƴ hƘƛƻΦ 

In 2010, the west side included 14 SPAs and 67 Census tracts.  It is also located entirely within the City 

of Cleveland.  It is bounded to the north by Lake Erie, to the east by the Cuyahoga River, and to the 

ǿŜǎǘ ŀƴŘ ǎƻǳǘƘ ōȅ /ƭŜǾŜƭŀƴŘΩǎ ƳǳƴƛŎƛǇŀƭ ōƻǳƴŘŀǊƛŜǎΦ  Like the east side, the west side has a large 

amount of older housing built for manufacturing employees prior to 1940.  Housing prices are also low 

here, though on average somewhat higher than those of the east side, especially as one moves farther 

west (Figure 4.5).  In contrast to the east side, the west side is predominately white (see Figure 4.4, 

above).  The west side of Cleveland also has relatively high poverty and unemployment rates, but less 

than those seen on the east side (Figure 4.2 and Figure 4.3).  Again, these rates fall as one moves 

westward. 

In general in the U.S., suburbs have more middle class residents, lower densities, and increased 

homeownership rates than urban areas (Borchert, 1998).  Historically, people with the means moved 

to the suburbs to escape the density and grime of the city, and later moving as a reaction to school 

desegregation and declining city services.  Today, many people cite better school quality and lower 

crime rates as their reasons for moving to the suburbsτthough not all suburbs are equal in these 

regards.   

The inner suburbs are the municipalities located just outside the City of Cleveland.105  They are also 

referrŜŘ ǘƻ ŀǎ ƛƴƴŜǊ ǊƛƴƎ ǎǳōǳǊōǎΦ  /ǳȅŀƘƻƎŀ /ƻǳƴǘȅΩǎ ƛƴƴŜǊ ǎǳōǳǊōǎ ƛƴŎƭǳŘŜ нн ƳǳƴƛŎƛǇŀƭƛǘƛŜǎΣ нн {t!ǎΣ 

and 163 Census tracts.  In the case of the inner suburbs, each municipality has boundaries coincident 

with an SPA of the same name.  The inner suburbs were developed mostly between 1860 and 1930. 

Many were built to house manufacturing workers and their families as streetcars made additional 

areas accessible (Borchert, 1998).   

With the advent of the automobile and highway construction, combined with aging infrastructure in 

the inner suburbs, the outer suburbs developed as more affluent residents moved farther from the 

city (Borchert, 1998).  These suburbs are made up of the municipalities and townships between the 

inner ring suburbs and the county boundary.  The outer suburbs of Cuyahoga County are comprised of 

33 municipalities and two townships, 35 SPAs, and 105 Census tracts.  As with the inner suburbs, the 

municipal and township boundaries coincide with the SPA boundaries, resulting in a one-to-one 

relationship.  The outer suburbs developed after 1950, and continue to do so today, though the 

greatest suburban growth in the Cleveland region now occurs in adjacent counties (Borchert, 1998). 

                                                           
105 The Village of North Randall and the City of Parma Heights are also categorized as inner suburbs, due to their 
being nearly surrounded by other inner suburbs. 
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As one moves outward from the City of Cleveland to the county boundary, unemployment and poverty 

rates decrease (Figure 4.2 and Figure 4.3).  Likewise, the percentage of older housing generally 

decreases (Figure 4.6) and the median sale price generally increases (Figure 4.5).  An exception to the 

increasing housing values can be seen extending from the southeast corner of Cleveland to the 

southeast corner of the county, which closely matches the predominately African American suburbs 

(see Figure 4.4, above). Older suburbs (in this case the inner ring suburbs) are in many cases 

experiencing decline, particularly in the Midwest and South of the U.S.   Researchers have found this 

decline to be most prevalent in suburbs with larger proportions of housing built between 1945 and 

1970 ([ǳŎȅ ϧ tƘƛƭƭƛǇǎΣ нлллΤ [ǳŎȅ ϧ tƘƛƭƭƛǇǎΣ нллсύΣ ǿƘƛŎƘ ŎƘŀǊŀŎǘŜǊƛȊŜǎ Ƴŀƴȅ ƻŦ /ǳȅŀƘƻƎŀ /ƻǳƴǘȅΩǎ 

inner suburbs.  This decline was compounded by the foreclosure crisis, and will be discussed in the 

next section. 

This discussion and comparison of various parts of the metropolitan region and county are to illustrate 

the differences found within the Cleveland area.  These differences often make regional efforts difficult 

to design and implement, given the large number of governmental organizationsτthere are 59 local 

governments in Cuyahoga County alone106τand the often very different constituent groups they 

represent.  The historical context, particularly the shifts that occurred in the 1970s and 1980s, provides 

a starting point from which to view the foreclosure crisis, its effects, and its patterns.  Many of these 

patterns have been repeated or continued during the foreclosure crisis.   

4.2 The Foreclosure Problem in Cuyahoga County 

Throughout the foreclosure crisis, Ohio has had one of the highest foreclosure rates in the country.  In 

the first six months of 2013, Ohio remained the state with the fourth-highest foreclosure rate, with 

one foreclosure filing per 104 housing units during that period (or 0.96% of housing units receiving a 

filing).  In contrast, the national average was one foreclosure filing per 164 housing units, or 0.61%.  

Moreover, Cleveland has been both an early victim and an epicenter of the foreclosure crisis 

(Kotlowitz, 2009; Simon, 2008).  The problems began in the late 1990s (see Figure 4.8, below) and still 

continue:  during the first half of 2013, the Cleveland MSA had the 19th highest foreclosure rate in the 

country, with 1.09% of all housing units receiving a foreclosure filing during this time (RealtyTrac Staff, 

2013b).   

¢Ƙƛǎ ǎŜŎǘƛƻƴ ŘŜǘŀƛƭǎ /ǳȅŀƘƻƎŀ /ƻǳƴǘȅΩǎ ŦƻǊŜŎƭƻǎǳǊŜ ǇǊƻōƭŜƳ ŀƴŘ ƛǘǎ ǇǊƻƎǊŜǎǎƛƻƴ ŀƴŘ ǘǊŜƴŘǎ ŀǎ ƛǘ 

developed.  Vacant and abandoned properties left in the wake of foreclosures are discussed next.  

Finally, the impacts of the foreclosure crisis on the housing market are considered. 

4.2.1 Onset & Progression of the Foreclosure Crisis 

The course of the foreclosure crisis in Cuyahoga County is roughly represented below in Figure 4.8, 

which charts the yearly number of foreclosure filings for the U.S., Ohio, and Cuyahoga County, in the 

years for which data are available.  Cuyahoga County, as well as Ohio in general, began seeing an 

increase in foreclosure filings in the late 1990s, much earlier than the national foreclosure problem hit 

in 2007.  Between 2000 and 2008, Cuyahoga County experienced 80,000 foreclosure filings spread over 

approximately 450,000 residential parcels, or approximately one foreclosure filing per 5.6 parcelsτ

                                                           
106 Cuyahoga County includes 38 cities with populations of over 5,000 inhabitants, 19 villages, and two townships.  
In addition, there is the county government, 33 school districts, and over 50 governmental authorities, boards, 
commissions, and special districts (League of Women Voters, 2009). 
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the most per capita in the country at that time (NEO CANDO, 2013; Simon, 2008).  The number of 

foreclosure filings in Cuyahoga County peaked in 2007, two years before the state of Ohio saw its 

foreclosure peak in 2009 and four before the rate for the U.S. as a whole peaked.  As of 2012, Cuyahoga 

County led Ohio in both the foreclosure rate (9 filings per 1,000 residents) and the total number of 

foreclosure filings (11,427), as it has for the previous eight years (Rothstein, 2010, 2011, 2012, 2013).  

Though foreclosure filing levels are 20 to 25% below peak, it appears likely that pre-crisis levels will 

not be reached for some time. 

 
Figure 4.8:  Foreclosure Filings in Ohio and Cuyahoga County  
Sources:  Supreme Court of Ohio (2009), Rothstein (2010, 2011, 2012, 2013), U.S. Census (2013), Policy Matters Ohio (2013) 

Examining Figure 4.9, it is apparent that increases in the foreclosure rate in Cuyahoga County were not 

caused solely by the national-level foreclosure crisis that began in 2006.  In fact, steady yearly growth 

of around 10% is punctuated by years where the increase reaches 20 to 30% (1998, 2002, 2006), and 

only one of these extreme growth years occurred during the foreclosure crisis.  Examining the 

foreclosure problem in Cuyahoga County through the lens of only the national-level housing market 

crash and concomitant foreclosure crisis omits a significant part of its development and impacts. 
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Figure 4.9:  Year-to-Year Percent Change in Cuyahoga County Foreclosure Filings  
Sources:  Rothstein (2010, 2011, 2012, 2013), Policy Matters Ohio (n.d.) 

Problem Onset 

Councilman Tony Brancatelli began noticing houses selling for inflated pricesτōŜƛƴƎ άŦƭƛǇǇŜŘέτin 

1999.  In many cases, poor quality properties were purchased at low prices, cosmetic repairs were 

made (if any), and the properties were quickly resold at bloated prices (Kotlowitz, 2009).  Former 

Cuyahoga County Treasurer Jim Rokakis recalls noticing a large increase in poor quality loans, those 

that clearly were likely to fail.  Some of these loans went to speculators who would purchase multiple 

properties, enabled by lax underwriting standards, and then flip houses and make a quick profit 

(Simon, 2008).  These types of cases sometimes involved mortgage fraud, as real estate professionals 

have to sign off on various parts of the deal, such as an inflated assessment, for it to work (Kotlowitz, 

2009).  Others were facilitated by non-ƭƻŎŀƭ ƭŜƴŘŜǊǎ ǿƘƻ ŘƛŘƴΩǘ ƘŀǾŜ ǘƘŜ ƭƻŎŀƭ ŀǊŜŀ ƪƴƻǿƭŜŘƎŜ 

necessary to carefully evaluate mortgage loan applications.  The advent of securitization removed the 

need to consider the longevity of the loans as well. 

A second way in which individuals and neighborhoods were exploited through mortgage loans was 

predatory lending.  Both economic decline and the history of mortgage lending discrimination helped 

facilitate this.  People in need of cash were able to withdraw equity from their homes, and people who 

had historically been excluded from the mortgage market were able to obtain loans.  In many cases 

these loans were predatory and/or equity draining.  Mortgage brokers began cold-calling 

homeowners, suggesting they take out a home equity loan to pay off other debts or to make home 

repairs (Kotlowitz, 2009).  Others targeted the elderly and minorities, who had limited or no experience 

with mortgage loans (Simon, 2008).  Several respondents stressed that elderly black women in 

particular were targeted.  Mortgage brokers would build relationships in minority communities, 

ŀǘǘŀŎǘƛƴƎ ŀŘŘƛǘƛƻƴŀƭ ŎƭƛŜƴǘǎ ǘƘǊƻǳƎƘ ǿƻǊŘ ƻŦ ƳƻǳǘƘΦ  hŦǘŜƴ ǘƘŜ ƭƻŀƴǎ ǿŜǊŜ άǘƻƻ ƎƻƻŘ ǘƻ ōŜ ǘǊǳŜέ ŀƴŘ 
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had conditions the borrowers were not aware of or did not understand, such as increasing payments 

and interest rates after a period of time or a missed payment (Kotlowitz, 2009; Simon, 2008). 

These practices set the stage for the foreclosure problem in Cuyahoga County.  At first, it was isolated 

to the small areas with concentrations of poor quality loans and predatory lending, as seen on the east 

side of Cleveland and some east side suburbs. Early on these areas were limited enough that one does 

not observe an elevated foreclosure rate at the tract level.  However, yearly filing rates of over 1% (one 

foreclosure filing for every one hundred housing units) at the tract level appeared on the east side of 

Cleveland in 2004.107  A few tracts located in the inner suburbs, close to the east side of Cleveland saw 

filing rates above 1% as well.  This can be seen in the top left pane of Figure 4.10. 

By the end of 2005, nearly every tract on the east side had a filing rate of over 1%, the majority had 

rates between 2% and 3.5%, and one was above 5%.  By this time increased foreclosure filings had 

spread beyond the east side:  the inner suburbs to the northeast and southeast of Cleveland contained 

many tracts with rates up to 3.5%.  As well, about half of the Census tracts on the west side of Cleveland 

had filing rates over 1% this year, as shown in the top right pane of Figure 4.10.  Over the course of 

2004 the county began implementing changes in its handling of the foreclosure process (Duda & Apgar, 

2006; Weinstein, Hexter, & Schnoke, 2006); this may have had some short-term impact on the 

foreclosure filing numbers for 2004 and 2005 (see Section 5.2.1). 

ESOP, one of the agencies that offers foreclosure prevention counseling in Cuyahoga County, had also 

noticed the foreclosure problem early, in the spring of 1999, and began championing the issue from 

this time on.  However, at this time few paid attention to the issue.  Between 2000 and 2004, other 

groups gradually took notice of the problem, including fair housing organizations, civil rights 

organizations, and housing counseling organizations.  On the other hand, the city and county, non-

profits, and neighborhood organizations including CDCs remained relatively unaware of the growing 

problem.  This was partially due to the perception that the problem was confined to the poor, 

minorities, and the elderly (Ford, May 5, 2011; Rudyk, May 2, 2011).  

                                                           
107 One Garfield Heights tract that borders Cleveland had a filing rate of over 1% in 2002 and 2003; thereafter 
the rate exceeded 1% each year.  No other tracts in Cuyahoga County had a filing rate of over 1% before 2004. 
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Figure 4.10:  Yearly Foreclosure Filings in Cuyahoga County by Tract, 2004 - 2009 
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The city of Cleveland, and moreover Cuyahoga County and the region, had pre-existing urban shrinkage 

issues dating back to the 1960s (see Section 4.1.1).  Though the region saw a long-term outflow of 

residents, new housing construction continued, resulting in oversupply.  Thus, the foreclosure problem 

in Cleveland was layered on top of a pre-existing housing issue that had especially affected the city and 

the inner suburbs.  However, city CDCs had been making progress toward neighborhood recovery.  

Frank Ford of NPI described this using a metaphor: 

CƻǊ ŦƛŦǘȅ ȅŜŀǊǎ ǿŜΩǾŜ ƘŀŘ ǘƘƛǎ ƻǳǘƳƛƎǊŀǘƛƻƴ ƻŦ ǇŜƻǇƭŜΦ  !ƴŘ ǘƘƛƴƪ ƻŦ ǘƘŀǘ ƭƛƪŜ ŀ ǎƭƻǿ ƳƻǾƛƴƎ 

ǊƛǾŜǊΦ  ¸ƻǳΩǊŜ ǎǘŀƴŘƛƴƎ ƛƴ ƛǘ ǿŀƛǎǘ ŘŜŜǇΣ ƛǘΩǎ ƴƻǘ ŀ ǊŀƎƛƴƎ ŦƭƻƻŘΣ ōǳǘ ƛǘΩǎ ƳƻǾƛƴƎ ŀǘ ŀ ǇǊŜǘǘȅ good 

clip.  So even standing in the waist deep water you have a tendency to want to get pushed 

ōŀŎƪΦ  ¸ƻǳΩǾŜ Ǝƻǘ ǘƻ ǿƻǊƪ ǘƻ ŜǾŜƴ ƪŜŜǇ ȅƻǳǊ ǇƭŀŎŜΣ ƭŜǘ ŀƭƻƴŜ ǘǊȅƛƴƎ ǘƻ ǿƻǊƪ ǳǇǎǘǊŜŀƳ ŦƻǊ 

ƛƳǇǊƻǾŜƳŜƴǘΦ  ¢ƘŀǘΩǎ ōŜŜƴ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ŦǊŀƳŜǿƻǊƪ ŦƻǊ ŦƛǾŜ ŘŜŎŀŘŜǎΦ  [ŀyer onto that, 

around 2006 or 2007, we get a tsunami wave of foreclosures, layering onto an already existing 

ǇǊƻōƭŜƳ Φ Φ Φ ƛŦ ȅƻǳ ŘƛŘƴΩǘ ƘŀǾŜ ǘƘŀǘ ǘǎǳƴŀƳƛ ƻŦ ŦƻǊŜŎƭƻǎǳǊŜ ŦƛƭƛƴƎǎ ȅƻǳ ǿƻǳƭŘ ǎǘƛƭƭ ƘŀǾŜ ǘƘŜ ǎŀƳŜ 

underlying problem.  But that was a problem we were actually managing.  The community 

development system in Cleveland was actually making headway, significant headway in fact, 

ǳǇ ǘƘǊƻǳƎƘ ŀōƻǳǘ ΩлпΦ  tǊƻōŀōƭȅ ǿŜ ǿŜǊŜ ƭƻǎƛƴƎ ƎǊƻǳƴŘ ōȅ Ωлр ŀƴŘ ǿŜ ŘƛŘƴΩǘ ƴƻǘƛŎŜ ƛǘΦ  .ǳǘ 

ŎƭŜŀǊƭȅ ōȅ ǘƘŜ ǘƛƳŜ ǿŜ ƎŜǘ ǘƻ Ωлт ƛǘΩs unmistakable . . . Before the foreclosure crisis hit we were 

actually having success in rebuilding neighborhoods, encouraging people to stay, encouraging 

people to move back in.  For about twenty years we were having success (2011). 

A Widespread Problem 

By the end of 2006, it was clear the increase in foreclosures was not an isolated problem.  In fact, 

December 2006 was the peak month for foreclosure filings in Cuyahoga County as a whole (Mikelbank, 

Post, Maric, & Bier, 2008).   Increasing unemployment, combined with housing value depreciation and 

the tightening of credit standards, resulted in the second phase of the foreclosure crisis.  In this second 

phase many foreclosures were triggered by other major life events, such as illness, job loss, and 

divorce.  Again property owners who would normally sell or refinance were not able to due to changes 

in the larger economy.  This is reflected in the spread of increased foreclosure filings into the inner and 

outer suburbs.  Foreclosure filing rates for 2006 are shown in the middle left pane of Figure 4.10. More 

than half of the tracts on the east side of Cleveland had filing rates above 5%, the majority on the west 

side had rates of at least 2%, and many inner and outer suburb tracts had rates above 1% for the first 

time.  The suburban tracts located to the northeast and southeast of the City of Cleveland were 

dominated by tracts with 2% to 5% foreclosure filing rates.   

These patterns continued in 2007 (Figure 4.10, middle right pane), with rates continuing to increase in 

many tracts in the inner and outer suburbs. A Living Cities report pointed out that though in 2007 the 

foreclosure problem in the Cleveland MSA was of overall lesser intensity than some other MSAs, such 

as Detroit and Las Vegas, Cuyahoga County contained fifteen neighborhoods with foreclosure rates 

between 5% and 8%, and forty-six neighborhoods with foreclosure rates above those observed in the 

twenty MSAs hardest-hit by foreclosures (Living Cities, 2011, p.9).108  During 2007, foreclosure filings 

in the suburbs exceeded those in the city for the first timeτbriefly in May and June, and permanently 

                                                           
108 Though it is not clearly stated in the report, I believe the authors are using the term neighborhoods to refer 
to SPAsτas it is commonly used in policy and planning in the county.  However, in this research the term locality 
is preferred. 
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in December, reflecting the general increase in suburban foreclosures beginning May and a general 

decrease in city foreclosures beginning in September.  Examining foreclosure filing statistics for winter 

2007-8 in more detail, filings on the east side of Cleveland dipped below those on the eastern suburbs, 

while those on the west side of Cleveland and the western suburbs were about equal (Mikelbank et 

al., 2008).  Some respondents attributed the relative decrease in foreclosures in the City of Cleveland, 

ŀƴŘ ǇŀǊǘƛŎǳƭŀǊƭȅ ǘƘŜ Ŝŀǎǘ ǎƛŘŜΣ ǘƻ ŀ ŦƛǊŜ ǘƘŀǘ ƘŀŘ ŜȄƘŀǳǎǘŜŘ ƛǘǎ ŦǳŜƭΥ  άώCƻǊŜŎƭƻǎǳǊŜǎϐ ƘŀǾŜ ōǳǊƴǘ Řƻǿƴ 

ǘƘŜ ŦƻǊŜǎǘΣέ ƭŜŀǾƛƴƎ ƭƛǘǘƭŜ ǘƻ ŦƻǊŜŎƭƻǎŜ ǳǇƻƴ ƛƴ ŘŜǾŀǎǘŀǘŜŘ ƴŜƛƎƘōƻǊƘƻƻŘǎ (Wertheim, May 4, 2011). 

The lower left pane of Figure 4.10 shows the foreclosure filing rates for 2008.  By this point, the 

foreclosure problem on the east ǎƛŘŜ ƻŦ /ƭŜǾŜƭŀƴŘ ƘŀŘ ōŜƎǳƴ ǘƻ άōǳǊƴ ƛǘǎŜƭŦ ƻǳǘέ ŘǳŜ ǘƻ ǘƘŜ ŦŀŎǘ ǘƘŀǘ 

so many properties had already been through the cycle of foreclosure and abandonment, leaving fewer 

intact properties to foreclose upon.  This can be seen in the decrease in tracts on the east side with 

filing rates above 5%.  However, the foreclosure problem continued to spread farther out into the 

county and intensify in areas where it hit later.  In 2008, the number of foreclosure filings in the suburbs 

outpaced those in the City of Cleveland for the first time (Hexter & Schnoke, 2009). 

The final pane of Figure 4.10 shows the filing rates in 2009.  By this time, areas that saw the highest 

rates had now mostly returned to rates below 3.5%.  Though the most intense waves of foreclosure 

were past, the incidence of foreclosures remained elevated throughout the county.  As was shown in 

Figure 4.8, the foreclosure problem is receding much more slowly than it arrived.  It should also be 

kept in mind that foreclosure prevention responses may be responsible for a portion of this decreased 

incidence, though it is not possible to say whether these efforts are preventing or simply delaying 

foreclosures. Evidence also indicates that many foreclosures are in the pipeline:  in Ohio as of May 

2013, 2.6% of residential properties with mortgages were in the foreclosure process, and 5.8% were 

seriously delinquent but no foreclosure action had begun (CoreLogic, 2013).  Of this 8.4%, a large 

percentage are likely to end up in foreclosure.  Additionally, as of the end of 2012, a total of thirty 

percent of Ohio home mortgages had negative or near-negative equity.  These underwater (and near 

underwater) borrowers are more likely to default on their mortgages, which are valued higher than 

the properties themselves (Rothstein, 2013).  Thus, the pool of future potential or likely foreclosures 

is quite high, indicating the problem will not dissipate in the near future. 

Though the spread of the foreclosure problem clearly resulted in more damage than a more isolated 

problem would have, the fact that foreclosures have significantly impacted the inner and outer 

ǎǳōǳǊōǎΣ ŀǎ ǿŜƭƭ ŀǎ /ƭŜǾŜƭŀƴŘΩǎ ǿŜǎǘ ǎƛŘŜΣ ƛƴŎǊŜŀǎŜŘ ǘƘŜ ƻǾŜǊŀƭƭ ŀǿŀǊŜƴŜǎǎ ƻŦ ǘƘŜ ǇǊƻōƭŜƳΦ  άΩ²ƘŜƴ ƛǘ 

was only inner-Ŏƛǘȅ ǊŜǎƛŘŜƴǘǎ ƘƻǿƭƛƴƎΣ ƛǘ ǿŀǎƴΩǘ ŀ ŎǊƛǎƛǎΣΩ ǎŀȅǎ YŜǊƳƛǘ [ƛƴŘΣ ŀ ƭŀǿ ǇǊƻŦŜǎǎƻǊ ŀǘ /ƭŜǾŜƭŀƴŘ 

{ǘŀǘŜ ¦ƴƛǾŜǊǎƛǘȅΦ  Ψ¢ƘŜǊŜ ǿŀǎƴΩǘ ŀ ŎǊƛǎƛǎ ǳƴǘƛƭ ǘƘŜ ǎǳōǳǊōŀƴ ƳŀȅƻǊǎ ǊŜŎƻƎƴƛȊŜŘ ƛǘΦΩέ (Living Cities, 2011, 

p.10).  As a result, it was possible to garner more resources and involve more parties in the effort to 

prevent and mitigate foreclosures in the county.  Jimmy Rudyk of ESOP explained: 

¢ƘŜ ǇŜǊŎŜǇǘƛƻƴ ώǿŀǎϐ ǘƘŀǘ ŦƻǊŜŎƭƻǎǳǊŜ ƛǎ ŀ ƳƛƴƻǊƛǘȅ ǇǊƻōƭŜƳΣ ƛǘΩǎ ŀƴ ŜƭŘŜǊƭȅ ǇǊƻōƭŜƳΣ ƛǘΩǎ ŀ ƭƻǿ 

ƛƴŎƻƳŜ ǇǊƻōƭŜƳΦ  ¢ƘŜǊŜΩǎ ŀ ǇǊƛŘŜ ƻŦ ǇŜƻǇƭŜ ƛƴ ǘƘŜ ǎǳōǳǊōǎΣ ƻŦ ǿƘƛǘŜ ǇŜƻǇƭŜΣ ǘƘŀǘ ǘƘƛǎ ƛǎƴΩǘ ƳŜΣ 

ǘƘŀǘ L ŘƛŘƴΩǘ Řƻ ŀƴȅǘƘƛƴƎ ǿǊƻƴƎΦ  !ƴŘ L ǘƘƛƴƪ ǘƘŀǘ ώƘŀǎϐ ǎƘƛŦǘŜŘ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ŦŜǿ ȅŜŀǊǎ 

ǘǊŜƳŜƴŘƻǳǎƭȅΣ ōŜŎŀǳǎŜ ƛǘΩǎ ōŜŎƻƳŜ ƳŀƛƴǎǘǊŜŀƳ ŀƴŘ ƛǘΩǎ ǇŀǊǘ ƻŦ ǘƘŜ ƳŜŘƛŀ (2011). 

This follows one of the major foreclosure narratives in the U.S., that those experiencing default and 

foreclosure were irresponsible and greedy, and thus brought their problems upon themselves.  This is 

of course true in some cases.  But this narrative misses many other factors, such as the cultural 
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importance placed on homeownership in the U.S. (see Section 1.1.1), the structural changes to 

mortgage markets at the national level, the behavior of those involved in property transactions that 

was often ethically questionable or inarguably illegal, the fact that financial institutions were complicit 

in these transactions, and the intentional exploitation of many (first-ǘƛƳŜύ ōƻǊǊƻǿŜǊǎΩ ƭŀŎƪ ƻŦ ŦƛƴŀƴŎƛŀƭ 

know-how to push them into more costly mortgage products.  It also ignores the neighborhood, 

community, and municipal level impacts of foreclosures, which affect groups that were not involved 

with these mortgages in any way.  So long as the foreclosure problem was mostly isolated in poorer 

east side communities, this narrative remained convincing for those distanced from these 

communities.  As the problem spread throughout the county, many who were certain they would 

never experience a foreclosure were in fact foreclosed upon.  The gradual recognition that foreclosures 

are not limited to irresponsible borrowers who have brought their problems upon themselves made it 

possible to undertake a concerted and widespread foreclosure response in Cuyahoga County. 

Varied Impacts 

Figure 4.11 ǎƘƻǿǎ ǘƘŜ ŎǳƳǳƭŀǘƛǾŜ {ƘŜǊƛŦŦΩǎ {ŀƭŜǎ ǊŀǘŜ ōȅ /Ŝƴǎǳǎ ǘǊŀŎǘΣ ŎƻǾŜǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘ нллл ǘƻ нлмлΦ  

There are large swaths of the city where the ratio of completed foreclosures109 to dwelling units is over 

one in four (red), and very few with a ratio below one in twenty (dark green).  Though the picture is 

generally better outside the City of Cleveland, a large proportion of tracts experienced a completed 

foreclosure rate of 5% to 10% over a ten year period, and many others saw even higher rates. 

 
Figure 4.11Υ  /ǳƳǳƭŀǘƛǾŜ {ƘŜǊƛŦŦΩǎ {ŀƭŜǎ wŀǘŜ ōȅ /Ŝƴǎǳǎ ¢ǊŀŎǘ όнллл - 2009) 

                                                           
109 A Sheriff sale represents a completed foreclosure, as this is the auction where the property is sold.  However, 
this measure does not account for other homeowner exits, such as DIL and short sales. 
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Many of the foreclosure patterns discussed in Section 2.2 can be seen in Cuyahoga County.  Comparing 

the figures in Section 4.1.2 to Figure 4.11, one can identify that foreclosure filings are more 

concentrated in areas with higher unemployment rates, higher poverty rates, and higher minority 

concentrations.  Two studies of Cuyahoga County foreclosures found that subprime loans are a key 

predictor of foreclosures, both on the loan level (Coulton, Chan, & Schramm, 2008a) and the 

neighborhood level (Lee, Rosentraub, & Kobie, 2010).  Coulton et al. (2008a) found that in Cuyahoga 

County, a high cost subprime loan had an 816% higher chance of going into foreclosure than other 

loans.  They also found that high cost subprime loans were held disproportionately by African American 

borrowers and geographically concentrated, resulting in high foreclosure risk areas.  A study of Shaker 

Heights, an east side inner ring suburb, identified all of these patterns as well (Duda & Apgar, 2006). 

Throughout the crisis, the east side of the county (including both the city and suburbs) saw 

approximately twice as many foreclosure filings as the west side did (Mikelbank et al., 2008).  Some 

suburbs were particularly hard hit.  For example, during 2007, 55% of all suburban foreclosure filings 

occurred in only four east side inner suburbs:  Cleveland Heights, Euclid, Maple Heights, and Garfield 

Heights (see Appendix Figure C.1) (Mikelbank et al., 2008).  It should be pointed out that the east side 

of Cleveland and eastern inner suburbs did have pre-existing social, economic, and blight issues.  These 

issues lowered the resistance of these areas to the foreclosure problem, while the west side of 

Cleveland and newer suburbs had the social and physical infrastructure to better weather the storm 

to a certain extent (Ford, May 5, 2011). 

 One continues to see differences as areas are disaggregated.  Duda & Apgar (2006) examined the 

municipality of Shaker Heights and found that the block group110 with the highest foreclosure rate was 

sixty times that of the block group with the lowest. These sorts of stark differences highlight the varied 

spatial impacts of the foreclosure crisis that must be kept in mind when considering prevention and 

mitigation responses. 

In many ways, the patterns established in Figure 4.11 continue to be cemented.  For example, the data 

provided by RealtyTrac for June of 2013 reflects a range of monthly foreclosure filing ratios from 1 in 

205 housing units (Maple Heights, an inner ring suburb located southeast of Clevelandτshown in red 

on Figure 4.11) to 1 in 2110 housing units (Bay Village, an outer ring suburb located in the northwest 

of the countyτshown in dark green) (RealtyTrac Staff, 2013a).  Thus, though the foreclosure crisis has 

spread and changed over time, those hit earliest and hardest continue to see disproportionate impacts.  

Section 4.4 will describe two communities, Slavic Village and South Euclid, and their experiences of the 

foreclosure crisis in more detail. 

4.2.2 Vacancies & Abandonment 

As detailed in Section 2.2.3, large numbers of properties touched by foreclosure end up vacant and/or 

abandoned.  This section will discuss the specifics of vacant and abandoned properties in Cuyahoga 

County in light of the foreclosure crisis.  Data on REOs, or real-estate-owned properties, in Cuyahoga 

County is introduced first, followed by a look at vacancy rates.  Finally, several examples of the 

vandalism, stripping, and crime that accompany vacancy and abandonment are provided.   

                                                           
110 ! ōƭƻŎƪ ƎǊƻǳǇ ƛǎ ǘƘŜ /ŜƴǎǳǎΨ ƴŜȄǘ ƭŜǾŜƭ ƻŦ ŘƛǎŀƎƎǊŜƎŀǘƛƻƴ ōŜƭƻǿ ǘƘŜ /Ŝƴǎǳǎ ǘǊŀŎǘΦ  .ƭƻŎƪ ƎǊƻǳǇ ǇƻǇǳƭŀǘƛƻƴǎ ŀǊŜ 
generally between 600 and 3,000 people and a Census tract usually contains four block groups. 
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REOs ŀǊŜ ǇǊƻǇŜǊǘƛŜǎ ǘƘŀǘ ƘŀǾŜ ōŜŜƴ ǇǳǊŎƘŀǎŜŘ ŀǘ ŀ {ƘŜǊƛŦŦΩǎ ǎŀƭŜ ōȅ ǘƘŜ ōŀƴƪΣ ƳƻǊǘƎŀƎŜ ŎƻƳǇŀƴȅΣ 

mortgage servicer, GSE, or other financial institution that financed the mortgage on the property 

(Coulton, Schramm, & Hirsch, 2008c).  In general, an REO property results when the entity that holds 

ǘƘŜ ƳƻǊǘƎŀƎŜ ƛǎ ǳƴǎǳŎŎŜǎǎŦǳƭ ƛƴ ǎŜƭƭƛƴƎ ǘƘŜ ǇǊƻǇŜǊǘȅ ǘƻ ŀ ǇǊƛǾŀǘŜ Ŝƴǘƛǘȅ ŀǘ ŀ {ƘŜǊƛŦŦΩǎ ǎŀƭŜ (Coulton & 

Schramm, 2010). Financial institutions generally neither desire, nor are they institutionally equipped, 

to obtain and hold properties.  As such, rather than occupying, renting, or quickly improving and/or 

selling a property, financial institutions tend to let their properties sit vacant and unmaintained while 

they are processed, before eventually selling them at a discount.  Prior to the foreclosure crisis, though 

an REO might remain vacant for some time before being put on the private market, these properties 

were generally unproblematic for both financial institutions and the neighborhoods where they are 

located due to the overall low level of REOs. 

However, with the onset of the foreclosure crisis in Cuyahoga County, several aspects related to REOs 

changed:  the number of REO properties increased approximately six fold between 2004 and 2008; the 

median length of time properties remained REO before reentering private ownership doubled 

between 2000 and 2007; and REO sale prices drastically decreased, with 17 times as many REOs selling 

for under $10,000 in 2008 than in 2004 (Coulton & Schramm, 2010).  All of these changes increased 

the impacts of REOs on neighborhoods, resulting in REOs becoming the greatest source of foreclosure-

related neighborhood problems:  vacancies, unsafe conditions, crime, vandalism, fires, and property 

devaluation, which then further spurred foreclosures and disinvestment. 

Examining one-, two-, and three-family properties between 2000 and 2007, Coulton, Mikelbank, & 

Schramm, 2008bύ ŦƻǳƴŘ ǘƘŀǘ уΦу҈ ƻŦ ǘƘŜ ǊŜǎƛŘŜƴǘƛŀƭ ǇŀǊŎŜƭǎ ƛƴ /ƭŜǾŜƭŀƴŘ ǿŜǊŜ ƛƴǾƻƭǾŜŘ ƛƴ ŀ {ƘŜǊƛŦŦΩǎ 

sale, while 3.0% of those in Cuyahoga County were.  Of these, the percentage that became REO 

changed from 64% in 2000 to 90% in 2007; meanwhile the proportion sold at auction to private 

individuals or real estate companies declined from 36% to 10% (Coulton et al., 2008b).  Recall that 

during this time period, the absolute number of REOs increased greatly.  In fact, more than five and a 

half times as many properties became REO in 2007 than in 2000 (Coulton et al., 2008b).  In February 

нллтΣ ŀǇǇǊƻȄƛƳŀǘŜƭȅ мл҈ ƻŦ ǘƘŜ ŎƻǳƴǘȅΩǎ w9h ǇǊƻǇŜǊǘƛŜǎ ƘŀŘ been REO for over fourteen monthsτ

i.e. they were likely neglected and vacant for over a year, greatly reducing the likelihood they could be 

brought back to productive use (Schramm & Coulton, 2007). 

That REOs sell at a discount is a fact that predates the foreclosure crisis.  However, the extent to which 

REO properties in Cuyahoga County were discounted is extreme.  In 2000, REO sales approximated 

three-ǉǳŀǊǘŜǊǎ ƻŦ ǘƘŜ ǇǊƻǇŜǊǘȅΩǎ ǇǊŜ-foreclosure estimated value (75% in Cuyahoga County, 74% in the 

suburbs, and 77% in the City of Cleveland).  By 2007, this had changed drastically, to 44% county-wide, 

58% in the suburbs, and only 32% in Cleveland (Coulton et al., 2008b). 

A follow-up report further focused on the transition out of REO in Cuyahoga County between 2005 and 

нллуΦ  ¢Ƙƛǎ ǊŜǇƻǊǘ ŎŀǘŜƎƻǊƛȊŜŘ w9hǎ ǎŜƭƭƛƴƎ ŦƻǊ ƭŜǎǎ ǘƘŀƴ ϷмлΣллл ŀǎ άŜȄǘǊŜƳŜƭȅ ŘƛǎǘǊŜǎǎŜŘΦέ  .ŜǘǿŜŜƴ 

2005 and July 2008, 23.16% of REOs sold at extremely distressed prices, but this proportion greatly 

increased over the study period:  extremely distressed sales made up only 3.62% of sales out of REO 

in 2005, at the end of the study period, June 2008, the percentage was 42.26%.  Different parts of the 

county were affected by extremely distressed REO sales to varying degrees.  In 2008, 75% of REO sales 

on the east side of Cleveland were below $10,000, 32% on the west side of Cleveland, 9.47% in the 

inner suburbs, and only 0.57% in the outer suburbs.  Approximately 21% of east inner suburb REO sales 

were extremely distressed, while the west inner suburbs saw a much smaller proportion (Coulton et 
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al., 2008c).  In 2009, the county-wide rate decreased to 35%.  Extremely distressed sales increased 

somewhat in the east inner suburbs and the outer suburbs but decreased in all other areas (Coulton & 

Schramm, 2010).   

Though more than half of the REO properties were held by financial institutions for more than half a 

year before they were sold, nearly half (44%) were resold again within ninety days of their transfer out 

of REO (Coulton et al., 2008c).  On average, these second sales garnered small profits for sellers (on 

average $2,500 within ninety days; $4,208 between ninety and one hundred eighty days).  These 

former REO properties are frequently tax delinquent (Coulton et al., 2008c).  Extremely distressed REO 

sales had the highest rates of vacancy (49%), tax delinquency (56%), and demolition (9%) (Coulton & 

Schramm, 2010). 

Walkaways, which describes the abandonment of a property, also contribute to the foreclosure, 

vacancy, and abandonment problems in Cuyahoga County.  These can be either homeowner 

walkaways or bank walkaways.  Homeowner walkaways occur most often when a homeowner owes 

more on the loan than the property is worth and decides to abandon both the property and the loan.  

This began to occur later in Cuyahoga County as the foreclosure problem progressed into the suburbs; 

homeowner walkaways have been relatively scarce within the City of Cleveland (Ford, October 12, 

2012; Rokakis, May 4, 2011; Wertheim, May 4, 2011).  Bank walkaways occur when a bank files a 

foreclosure suit but never takes possession of the property.  This can occur in cases when the bank 

withdraws the foreclosure suit, but the homeowner has already moved out; after the foreclosure suit 

ƛǎ ƧǳŘƎŜŘ ƛƴ ǘƘŜ ōŀƴƪΩǎ ŦŀǾƻǊΣ ōǳǘ ǘƘŜ ōŀƴƪ ŘƻŜǎ ƴƻǘ ǇǊƻŎŜŜŘ ǘƻ ǘƘŜ {ƘŜǊƛŦŦΩǎ ǎŀƭŜΤ ŀŦǘŜǊ ǘƘŜ ōŀƴƪ ǿƛƴǎ 

ǘƘŜ ǇǊƻǇŜǊǘȅ ŀǘ ǘƘŜ {ƘŜǊƛŦŦΩǎ ǎŀƭŜΣ ōǳǘ ŘƻŜǎƴΩǘ ŀŎǘǳŀƭƭȅ ǘŀƪŜ ƭŜƎŀƭ ǘƛǘƭŜ ǘƻ ǘƘŜ ǇǊƻǇŜǊǘȅΤ ƻǊ ŀŦǘŜǊ ǘƘŜ ōŀƴƪ 

takes possession of the property but later vacates the foreclosure judgment, which legally returns the 

property to the previous owner.  In all of these cases, the property still legally belongs to the original 

ƘƻƳŜƻǿƴŜǊΣ ōǳǘ ƻŦǘŜƴ ǿƛǘƘƻǳǘ ǘƘŜ ƘƻƳŜƻǿƴŜǊΩǎ ƪƴƻǿƭŜŘƎŜ (Federal Reserve Bank of Cleveland, 

2013).   These practices are advantageous to financial institutions because they receive the accounting 

benefit of a foreclosure, but evade the responsibilities and costs associated with taking control of the 

property (Ford, 2009).  These properties often are vacant, abandoned, and delinquent on property 

taxes.  Though it is eventually possible to gain control of these properties through a Board of Revisions 

foreclosure (see Section 5.4.3), in the meantime they deteriorate and negatively impact the 

neighborhood.  In poorer ƴŜƛƎƘōƻǊƘƻƻŘǎΣ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ƻŦǘŜƴ ǘŀƪŜ ǘƛǘƭŜ ǘƻ ǘƘŜ άōŜǎǘ ƻŦ ǘƘŜ 

ǿƻǊǎǘΣέ ƭŜŀǾƛƴƎ ǘƘŜ ƻǘƘŜǊǎ ǿƛǘƘƻǳǘ ŎƭŜŀǊ ƻǿƴŜǊǎƘƛǇ (Federal Reserve Bank of Cleveland, 2013).  

According to Mark Wiseman, the former director of the Cuyahoga County Foreclosure Initiative 

(CCFI),111 the Cuyahoga County Sheriff had approximately one thousand properties not accepted by 

financial institutions (Wiseman, September 17, 2007).  A bill to address bank walkaways was 

introduced in the Ohio House of Representatives in 2009 and passed in 2010, but was never addressed 

by the state Senate and hence did not pass into law (Ohio Sate Legislature, 2010). 

²ŀƭƪŀǿŀȅǎ ŀǊŜ ƻƴƭȅ ƻƴŜ ŎƻƴǘǊƛōǳǘƻǊ ǘƻ /ǳȅŀƘƻƎŀ /ƻǳƴǘȅΩǎ ƳŀǎǎƛǾŜ ǾŀŎŀƴǘ ŀƴŘ ŀōŀƴŘƻƴŜŘ ǇǊƻǇŜǊǘȅ 

problem.   Even before the foreclosure crisis, foreclosures were often the cause of problematic vacant 

ŀƴŘ ŀōŀƴŘƻƴŜŘ ǎǘǊǳŎǘǳǊŜǎΦ  tǊƛƻǊ ǘƻ ǘƘŜ ǊŜŦƻǊƳƛƴƎ ŀƴŘ ǎǘǊŜŀƳƭƛƴƛƴƎ ƻŦ ǘƘŜ ŎƻǳƴǘȅΩǎ ƘŀƴŘƭƛƴƎ ƻŦ 

foreclosure cases, empty structures would sit vacant and deteriorating for years while the foreclosure 

suit sat with a court magistrate (see Section 5.2.1) (Sassano, May 12, 2011; Welo & Martin, May 12, 

2011).  Even after the foreclosure process was improved, it generally took between 15.5 and 23.5 

                                                           
111 The CCFI is introduced in Section 5.2. 
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months for a foreclosure suit from start to end in Cuyahoga County between 2007 and 2012 (Federal 

Reserve Bank of Cleveland, 2013).  During all or part of this time, houses often sit vacant.  Afterward, 

the average vacant house takes 954 days to sell in Cuyahoga County (Rokakis, May 4, 2011).  Code 

enforcement is an expensive and time intensive tool to manage vacant properties, and in many cases 

ƛǘ ŘƻŜǎƴΩǘ ǿƻǊƪΦ  CƻǊ ŜȄŀƳǇƭŜΣ ŦƛƴŀƴŎƛŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ǿƻǊƪ ǘƻ ǎŜƭƭ ǘƘŜ ǇǊƻǇŜǊǘƛŜǎ ǘƘŜȅΩǾŜ ŀŎǉǳƛǊŜŘ ǘƘǊƻǳƎƘ 

foreclosure as quickly as possible, for prices as low as $500; this practice is referred to as dumping.  

The objective is for an entity to dump a vacant, non-code compliant property faster than code 

enforcement can catch up (Ford, 2009).  It is also possible for a corporation to purchase a property 

without being registered in the state of Ohio; this means it is nearly impossible to pursue code 

violations and the owner can sell the property without paying delinquent taxes or addressing code 

violations (Federal Reserve Bank of Cleveland, 2013).   

An article written by Frank Ford in Shelterforce provides an example of a vacant property trajectory:  

the house was built by the local CDC and sold for $141,000 in 2004.  Two years later, it was foreclosed 

upon by Wells Fargo, which then took possŜǎǎƛƻƴ ŀǘ ǘƘŜ {ƘŜǊƛŦŦΩǎ ǎŀƭŜΦ  5ǳǊƛƴƎ ǘƘŜ ƴŜȄǘ ǘǿƻ ȅŜŀǊǎ ƛǘ ǎŀǘ 

vacant, and was vandalized and stripped.  An investor then purchased the property for $1,200 and 

continued to leave it in its abandoned state (Ford, 2009). 

These abandoned properties have tremendous impacts on the neighborhoods around them, by 

frightening away potential buyers and reducing the value of nearby homes.  With a large enough 

concentration of vacant houses, occupied homes in the vicinity become nearly worthless (Ford, 

October 12, 2012; Rokakis, May 4, 2011).  The safety and security of the neighborhood is also impacted:  

ά¸ƻǳ ŎŀƴΩǘ ƘŀǾŜ ŀ ƘŜŀƭǘƘȅΣ ǾƛōǊŀƴǘ ŎƻƳƳǳƴƛǘȅ ǿƘŜƴ ƘŀƭŦ ƻŦ ǘƘŜ ƘƻƳŜǎ ŀǊŜ ǾŀŎŀƴǘΦ  ²ƘŜƴ ȅƻǳ ŘƻƴΩǘ 

ŦŜŜƭ ǎŀŦŜ ǘƻ ŎƻƳŜ ƻǳǘ ƻŦ ȅƻǳǊ ƘƻǳǎŜΦ  ²ƘŜƴ ǘƘŜǊŜΩǎ ǘǊŀǎƘ ŀƭƭ ƻǾŜǊ ǘƘŜ place.  When people are looting 

ƘƻǳǎŜǎ ƴŜȄǘ ǘƻ ȅƻǳέ (Rudyk, May 2, 2011). 

Abandoned properties are widespread in Cuyahoga County, and in particular on the east side of 

Cleveland and the older inner suburbs on the east side: 

On the east side of Cleveland, you can count on the fact that most of the houses that go vacant 

ŀǊŜ ƎƻƛƴƎ ǘƻ ƎŜǘ ǾŀƴŘŀƭƛȊŜŘΦ  LǘΩǎ ǘƘŜ ŜȄŎŜǇǘƛƻƴ ǘƘŀǘ ƛǘΩǎ ƎƻƛƴƎ ǘƻ ǎƛǘ ǘƘŜǊŜ ŦƻǊ ƳƻƴǘƘǎ ŀƴŘ ƴƻǘ 

be vandalized or broken into.  Even the ones that when you drive by them they look ok, when 

you go around the back the door is kicked in.  And you can see that all the plumbing has been 

ripped out and the walls have been torn out because people are pulling the toilets and the 

bathroom fixtures out, you can look in the windows and see some of it (Ford, May 5, 2011). 

Many of these vacant properties are or will become properties that must be demolished.  They are 

ŘŜǎǘǊƻȅŜŘ ōŜȅƻƴŘ ǎŀǾƛƴƎΤ ƛƴ Ƴŀƴȅ ŎŀǎŜǎ ǘƘŜ ƘƻǳǎŜǎ ǿŜǊŜƴΩǘ ŘŜǎƛǊŀōƭŜ ǘƻ ƳƻŘŜǊƴ ƘƻƳŜōǳȅŜǊǎ before 

they were stripped and vandalized.   

The total number is staggering:  nearly 27,000 vacant properties in Cuyahoga County, with 16,000 of 

them located in Cleveland.  Of the 16,000 in Cleveland, approximately 8,000 are condemnable, or no 

longer fit for habitation.  At approximately $10,000 per demolition, it would cost $80 million in 

Cleveland alone to demolish all non-viable houses (Ford, October 12, 2012).  Using the numbers for 

the numbers of loans in delinquency and default and the current foreclosure backlog, Frank Ford 

estimated approximately $140 million is needed in the next five years to address all current and 

expected abandoned properties (2012).  These estimates include only demolition costs, not the costs 

of preparing the vacant properties for reuse. 
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These properties pose significant problems for neighborhoods.  As Coulton et al. (2008c) wrote: 

The fact that the majority of these properties become tax delinquent and that many are resold 

quickly with only a small price increase suggests that most of the buyers are not improving the 

properties or finding owner occupants or responsible investors who will bring the property 

back to viability in the short run.  Once large numbers of properties enter this type of cycle, 

they present formidable problems for local government and community organizations 

attempting to stabilize neighborhoods (p.12).   

That these properties sit vacant for long periods of time indicates that they will likely be stripped or 

vandalized.  The frequent changing of hands makes it difficult for cities to track down ownership in 

order to enforce code requirements and collect property taxes, while the frequent bundling of 

properties by financial institutions and bulk sellers makes it difficult for CDCs to purchase specific 

properties for rehabilitation or demolition for neighborhood stabilization efforts (Coulton et al., 2008b; 

Coulton & Schramm, 2010). 

The aggregate impact of foreclosures, REOs, and extremely distressed sales is reflected by Figure 4.12, 

below, which shows the change in vacancy rates across Cuyahoga County between 2000 and 2010.  

Though the City of Cleveland, particularly the east side, had significant vacancy problems in 2000, the 

problem greatly intensified and spread by 2010.  The west side of Cleveland in 2010 looks like the east 

side in 2000, and the eastern suburbs in 2010 look like the west side of the city looked in 2000.  The 

data used for these maps comes from the U.S. Census; each provides vacancy data for one point in 

time in 2000 and 2010.  Examining United States Postal Service data, which only became available 

more recently, one can identify nineteen Census tracts with maximum quarterly vacancy rates above 

forty percent, all of them located on the east side of Cleveland or in the east inner suburbs.  These 

extreme vacancy rates clearly will have deep and long-lasting impacts on these neighborhoods. 

According to Tom Bier, absent significant changes, Cleveland and Cuyahoga County will continue down 

ǘƘƛǎ ǇŀǘƘΦ  .ƛŜǊΩǎ ǇǊƻƧŜŎǘƛƻƴǎ ŦƻǊ ǘƘŜ Ŏƻǳƴǘȅ ōȅ нлоу ƛƴŎƭǳŘŜΥ  ǘƘŜ /ƛǘȅ ƻŦ /ƭŜǾŜƭŀƴd and all inner ring 

suburbs will be severely distressed; another 85,000 homes in the county will be abandoned; the county 

will lose another 175,000 residents and $5.5 billion in taxable income; and the value of real property 

will decrease by $1.5 billion, which will have an especially severe impact on school funding. 
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Figure 4.12:  Change in Vacancy Rates, 2000 - 2010 
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4.2.3 Housing Market Impact 

The high levels of foreclosures, vacancies, and abandoned homes have significantly impacted 

/ǳȅŀƘƻƎŀ /ƻǳƴǘȅΩǎ ƘƻǳǎƛƴƎ ƳŀǊƪŜǘΦ  !ǎ ŘƛǎŎǳǎǎŜŘ ƛƴ {ŜŎǘƛƻƴ 2.2.3, properties near foreclosure-

impacted homes decrease in value.  These reduced prices then affect the valuation of nearby 

properties, through the use of comparables to price houses based on the prices of similar, nearby 

properties.  Reduced valuations then increase the proportion of homeowners owing more on their 

mortgages than the properties are worth, possibly increasing the likelihood of foreclosure through 

ruthless default,112 and certainly reducing the financial well-being of the homeowner.   

 
Figure 4.13:  Percent Change in Residential Property Value by Tract, 2000 - 2010 

Figure 4.13 illustrates the changes in residential property value in Cuyahoga County between 2000 and 

2010.  Looking at the key, one can see that nearly all tracts have experienced a decrease in total 

residential property value over the decadeτeven tƘŜ ΨǘƻǇΩ ŎŀǘŜƎƻǊȅ ƛƴŎƭǳŘŜǎ ǘǊŀŎǘǎ ǘƘŀǘ ƘŀǾŜ 

experienced a decrease of 1% in property values; the other four categories include only tracts that 

have experienced a decrease in property values. 

hƴŜ Ŏŀƴ ŀƎŀƛƴ ƻōǎŜǊǾŜ ǘƘŜ ŎƻǳƴǘȅΩǎ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎ ǇŀǘǘŜǊƴΣ ǿƛǘƘ more negative values concentrated on 

the east side of Cleveland and extending out toward the southeast, where more African Americans 

live, and also, to a lesser extent, to the west side of the City of Cleveland.  Many inner suburbs have 

                                                           
112 Ruthless default is the term of art for the decision to default when the property value reaches the mortgage 
value, rather than continuing to pay as the property value dips below the mortgage value. 
















































































































































































































































































































































































































































































































































