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Essays on Economic Segregation and Local

Public Goods

Abstract

This dissertation examines how economic segregation shapes the provision of local
public goods. Past research finds that economic segregation affects political attitudes
and participation. However, few studies examine how economic segregation shapes
local policy outcomes, particularly outcomes concerning local public goods. Using
data on local government spending, data on ballot measures on local taxes, and
data on the geographic location of affordable housing units, I find that economic
segregation shapes local public goods provision in important ways.

The first chapter, “Income Segregation and the Provision of Local Public Goods,”
shows that economic segregation correlates with an increase in city-level spending
on certain policy areas usually preferred by middle- and upper-class residents. The
second chapter, “Economic Segregation and Support for Local Taxes: Evidence from
Municipal Ballot Measures in California,” finds that economic segregation relates to
increased support for tax increases dedicated to specific goods and services voted
on by residents. I argue that, in economically segregated cities, this increased sup-
port comes from residents’ decreased trust in local government, particularly in how
local governments spend money. Finally, the third chapter, “Partisanship and Af-

fordable Housing: How Democrats and Republicans Geographically Distribute the
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Low-Income Housing Tax Credit Program,” asks whether partisanship structures the
distribution of low-income housing units to economically segregated neighborhoods
using administrative data from the Low-Income Housing Tax Credit Program. I find
little evidence to support partisan differences in the distribution of low-income hous-
ing units to low-poverty or to high-poverty neighborhoods. However, I do find that
Republican administrations allocate significantly fewer low-income housing units to
a neighborhood as its poverty rate increases. This suggests that partisanship may
not necessarily shape the provision and distribution of new housing development for
lower-income residents. Together, these findings show that economic segregation has

a nuanced but significant relationship with the provision of local public goods.
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Introduction

Recent research shows that economic segregation, defined as the clustering of peo-
ple with similar incomes into the same spatial area, has increased in recent decades
(Reardon and Bischoff 2011).! Studies on the effects of economic segregation find
that living in poor neighborhoods generally decreases political power (Alex-Assensoh
1997; Cohen and Dawson 1993; Widestrom 2015), while living in affluent neighbor-
hoods generally increases political power (Huckfeldt 1979; Widestrom 2015). Specif-
ically, residents of high-poverty neighborhoods tend to be less likely to vote, donate
to campaigns, and interact with candidates than residents of lower-poverty neighbor-
hoods (Alex-Assensoh 1997; Cohen and Dawson 1993; Widestrom 2015). Conversely,
residents of affluent neighborhoods tend to be more likely to organize and interact
with political candidates (Widestrom 2015). These results suggest that economic
segregation leads to increased inequalities in political power and political outcomes,
particularly on the local level where neighborhoods can have specific political interests.
However, few studies directly connect economic segregation to local policy outcomes.
Given the effects of economic segregation on political life, does economic segregation
shape local policy oucomes? Specifically, does economic segregation structure the
provision of local public goods? And does partisanship predict the distribution of

resources to economically segregated neighborhoods?

'In this dissertation, I use “economic segregation” and “income segregation” interchangeably to
refer to the clustering of people with similar incomes in the same spatial area.
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My dissertation is a three-paper project that examines the relationship between
economic segregation and local public goods provision. Through this project, I exam-
ine how economic segregation shapes the allocation of resources at the city and state
levels. The first paper, “Income Segregation and the Provision of Local Public Goods”
co-authored with Peter Bucchianeri, shows that economic segregation structures city-
level spending outcomes and the allocation of resources across policy domains. The
second paper, “Economic Segregation and Local Tax Increases: Evidence Using Cal-
ifornia Ballot Initiatives,” analyzes the relationship between economic segregation
and support for municipal tax increases. This paper also examines the relationship
between economic segregation and residents’ trust in local government. Finally, the
third paper, “Partisanship and Affordable Housing: How Democrats and Republicans
Geographically Distribute the Low-Income Housing Tax Credit Program,” examines
whether and how partisanship shapes the distribution of affordable housing tax credits
as a function of neighborhood poverty levels.

Chapter 1 examines the relationship between city-level economic segregation and
local spending across policy domains. Using data from the Census of Population and
Housing and Census of Governments, we test how changes in economic segregation
over time shape city-level spending in three policy domains: redistributive, devel-
opmental, and allocational. Past research indicates that low-income residents often
favor redistributive spending, while middle- and high-income residents often favor
developmental and allocational spending. We also examine how income segregation
shapes city revenue. We find that higher levels of income segregation are associated
with increased tax revenue, along with higher levels of both overall spending and
spending on allocational, or service-oriented, programs. To examine the mechanism
behind this finding, we use the 2000 Social Capital Benchmark Survey to test the

hypothesis that income segregation increases the social capital of affluent residents,
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resulting in local spending that more closely reflects the preferences of middle- and
high-income households. Specifically, we examine how income segregation influences
local social capital, showing that middle- and high-income residents—unlike their
low-income neighbors—are more likely to join neighborhood organizations when in-
come segregation is high. Thus, highly income-segregated cities and towns use their
increased revenue capacity to spend on the preferences of middle- and upper-class
residents rather than spending on the types of redistributive policies often favored by
low-income residents.

Chapter 2 examines the relationship between economic segregation and support
for local tax increases in California. To determine what mechanism may drive the re-
lationship between economic segregation and support for local tax increases, I contend
that higher levels of economic segregation increase residents’ skepticism of how local
governments spend money and decrease trust in local government. I then hypothe-
size that this decrease in trust may lead to two outcomes regarding tax increases: (1)
lower support for tax increases generally; or (2) increased support for special taxes,
where residents decide which public goods are funded by the increased revenue. Using
the 2000 Social Capital Community Benchmark Survey, I find that economic segrega-
tion is associated with a decrease in trust in local government. Then, using data on
California municipal ballot initiatives between 1996 and 2016, I find that economic
segregation does not decrease support for tax increases overall but instead increases
support for special tax increases. Finally, I analyze newspaper accounts of the de-
bates around tax increases. These accounts indicate that lower trust in how cities
spend revenue motivates local politicians to propose special, rather than general, tax
increases. These findings suggest that, in cities with higher economic segregation,
local politicians may be more willing to give residents greater power over revenue and

spending decisions.



Chapter 3 examines whether and how partisanship shapes the distribution of pub-
lic goods across low-poverty and high-poverty neighborhoods. Using administrative
data on the Low-Income Housing Tax Credit Program from 1990 through 2010, I find
that there is no difference Democratic governors’ allocation of low-income housing
units to low- or high-poverty neighborhoods when compared with Republican gover-
nors’ allocation. However, when using poverty as a continuous variable, I find that
Republican governors allocate significantly fewer low-income housing units in a neigh-
borhood as its poverty rate increases; there is no effect for Democratic governors. This
finding suggests that partisanship may not always have a significant relationship with
the distribution of targeted public goods to economically segregated neighborhoods.

This project primarily engages with literature on segregation, political participa-
tion and attitudes, and urban politics. Chapters 1 and 2 further our understanding
of how economic segregation shapes political attitudes and participation and, sub-
sequently, local revenue and spending. These papers examine economic segregation
as an independent variable that contributes to local policy outcomes. Chapter 3
also relates to the segregation literature but examines whether partisanship shapes
the distribution of local resources to economically segregated neighborhoods. As a
whole, this dissertation examines the role of economic segregation in local politics
and the provision of public goods and demonstrates that this spatial dynamic plays

an important role in local political decision-making and outcomes.



1 Income Segregation and the Provision
of Local Public Goods

1.1 Introduction

The increase in economic segregation! represents a significant trend in United
States metropolitan areas (Massey, Rothwell, and Domina 2009; Reardon and Bischoff
2011). With rising economic inequality, rich and poor families cluster in separate
neighborhoods, increasingly isolated from those of disparate economic means. Re-
search shows that concentrated poverty leads to a broad range of negative social,
political, economic, and health-related outcomes (Jencks and Mayer 1990; Cohen and
Dawson 1993; Sampson, Raudenbush, and Earls 1997; Jargowsky 1997; Waitzman and
Smith 1998; Kling, Liebman, and Katz 2007; Sampson, Raudenbush, and Sharkey.
2008; Gay 2012; Chetty, Hendren, and Katz 2016). In contrast, research on con-
centrated affluence, while sparse, finds that residents in these neighborhoods accrue
a variety of social benefits, such as greater organizational capacity amongst neigh-
borhood groups and access to better public resources (Huckfeldt 1979; Widestrom
2015). However, existing research has yet to explore whether economic segregation

shapes the distribution of local resources. In this paper, we ask: do the benefits of
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living in segregated, high-income neighborhoods lead to local spending that reflects
the preferences of high-income residents? Conversely, do the negative social and polit-
ical consequences of concentrated poverty decrease the political power of low-income
residents and result in less local spending on their preferred policies?

To answer these questions, we generate new, longitudinal estimates of city-level
income segregation from 1980 to 2010 and use them to evaluate the relationship be-
tween income segregation and local government spending across a variety of policy
domains. Our results show that local revenue and spending increase with higher lev-
els of income segregation. Specifically, we find that more economically segregated
cities spend more on allocational, or service-oriented, policy areas, which are gener-
ally supported by middle- and upper-income residents at higher rates. In contrast,
redistributive spending, which is typically supported more by low-income residents,
remains unchanged by income segregation even though these governments have more
revenue at their disposal. This shows that income-segregated cities tend to bolster
spending in policy areas that benefit high-income neighborhoods and residents.

Why do economically segregated cities spend more in “allocational” policy areas
than their less-segregated counterparts? To explore one potential factor underlying
this relationship, we draw on survey data from the Social Capital Community Bench-
mark Survey, which includes responses from approximately 16,000 residents situated
in 1,846 unique local governments. Our results show that affluent residents partici-
pate in local political organizations at higher rates in economically segregated cities.
In contrast, low-income residents’ levels of participation are relatively stable across
more- and less-segregated communities. These patterns suggest that income segrega-
tion increases collective social capital for middle- and high-income residents, providing
them with more political power and influence to better advocate for spending in policy

areas that align with their preferences.



Our results contribute to a greater understanding of how income segregation
shapes local public goods provision, both in general and across policy domains. With
economic inequality at its highest level ever in the United States, and with a direct link
between economic inequality and income segregation (Reardon and Bischoff 2011),
it is increasingly important to understand how these changing dynamics shape the
distribution of resources between socioeconomic classes. Moreover, with concentrated
affluence leading to increases in social and political capital for higher-income Amer-
icans, and with concentrated poverty increasing resource needs in low-income neigh-
borhoods, local governments are seemingly responding to the preferences of higher-
income residents, showing how spatial inequalities may ultimately lead to inequality
in the provision of public goods.

In addition to highlighting the role of income segregation in shaping local politi-
cal participation and government spending decisions, our research makes a secondary
contribution as well. In particular, we show that—despite the relationship between
race and both economic inequality and segregation in the United States (Reardon
and Bischoff 2011)—the consequences of race and income-based segregation for local
spending decisions are unique, often operating in different directions and within dif-
ferent policy and revenue-generating domains. In many ways, this divergence should
not be a surprise, particularly when considering how each form of segregation maps
onto political representation; yet much of the literature on local political processes
focuses primarily on racial diversity and racial segregation. Our results, while not
challenging the existing literature on racial diversity and racial segregation, suggest
a significant opportunity and need for scholars of local politics to evaluate the con-
sequences of each of these important spatial processes, both independently and in

combination.



1.2 Income Segregation, Political Behavior, and Pol-
icy Outcomes

Spatial dynamics play a significant role in local politics. Indeed, many local poli-
cies are geographically particularistic in nature, the result of which is that space is
intrinsically connected to political participation and political outcomes at the local
level. Scholars have, in turn, found evidence that the spatial nature of local politics
influences who participates (Dear 1992; Hankinson 2018; Einstein, Palmer, and Glick
2017), who holds power over local decisions (Clingermayer 1994; Trounstine and Val-
dini 2008; Zhang 2011), and how the costs and benefits of a policy will be distributed.
For example, a large literature highlights the significant role that racial and ethnic
diversity plays in shaping local political processes and outcomes, whether by increas-
ing the levels of conflict within politics or altering patterns of representation (Alesina,
Baqir, and Easterly 1999; Rugh and Trounstine 2011; Hajnal and Trounstine 2014).
Yet, recent scholarship suggests that racial segregation—independent of the levels of
racial diversity—exacerbates these processes. Trounstine (2016), for example, shows
that racial segregation directly affects the provision of local public goods by increas-
ing political polarization, resulting in large decreases in local spending across a wide
array of policy areas.

While much of the recent work on local policy and public goods provision has
focused on race and ethnicity, analyses of local class dynamics suggest that socioe-
conomic diversity also plays a role in shaping public goods provision (Hajnal and
Trounstine 2014). Indeed, early research on class and local politics shows that the
presence of varying socioeconomic groups within a city matters for local political

preferences and participation. Peterson (1981), for example, argues that class shapes
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local preferences such that: low-income residents support redistributive spending;
middle-income residents support allocational spending, including spending on city
services like parks and fire protection; and high-income residents support lower tax
rates. Using this framework, Oliver (1999) contends that the presence of varying
socioeconomic groups—and therefore varying political preferences—Ileads to political
conflict within a city. This conflict translates into greater rates of local political par-
ticipation, with residents of economically heterogeneous cities participating at higher
rates than residents of economically homogenous cities. Moreover, recent evidence
from research on local elections shows that socioeconomic class also correlates with
candidate vote choice, albeit not to the same extent as race (Hajnal and Trounstine
2014).

Importantly, however, it is not just the presence of different socioeconomic groups
that matters for political participation but also the spatial distribution of those
groups. Indeed, research examining the role of concentrated poverty on political
behavior suggests that economic segregation leads to a decrease in the political re-
sources of low-income residents. As a result, individuals living in high-poverty neigh-
borhoods are less likely to engage in both local and national politics compared to
residents of lower-poverty neighborhoods, whether participation takes the form of at-
tendance at community meetings, membership in civic organizations, donations to
political campaigns, or voting in elections (Alex-Assensoh 1997; Cohen and Dawson
1993; Gay 2012). In contrast, affluent residents of high-income neighborhoods expe-
rience increases in political participation as a result of segregation (Huckfeldt 1979;
Widestrom 2015).

In addition to the individual-level consequences for participation, income segrega-
tion also shapes the organizational capacity and mobilization efforts of segregated

neighborhoods. Examining neighborhood organizations in high- and low-income
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same-race neighborhoods, Widestrom (2015) finds that organizations in increasingly
impoverished neighborhoods face difficulties in recruiting and mobilizing residents,
while organizations in increasingly wealthy neighborhoods experience a boost in ca-
pacity and mobilization. Furthermore, local politicians regularly visit and campaign
in affluent neighborhoods and admit to neglecting poor neighborhoods because resi-
dents are less likely to be politically active (Widestrom 2015).

Not only are high-income residents of afluent neighborhoods more politically mo-
bilized, but they are also likely to perceive social and political needs differently than
high-income residents of non-segregated neighborhoods. Thal (2017) shows, for ex-
ample, that afHuent, White residents of economically segregated metros perceive the
social conditions of their metropolitan area more positively than low-income residents
in the same metro. In contrast, affluent residents in less-segregated metropolitan ar-
eas do not perceive social conditions differently than low-income residents in these
same metropolitan areas. This indicates that affluent residents in segregated neigh-
borhoods use their own experiences as a judgment on the experiences of all residents,
leading to misperceptions of the actual social conditions of their city or metropoli-
tan area. Though Thal (2017) does not extend these findings to political outcomes,
these results suggest that segregated, affluent residents may be less likely to support
local spending on social needs, such as affordable housing, policing, and health clinics
(Bjorvatn and Cappelen 2003; Bischoff and Reardon 2014).

These studies, while informative about local political behavior, do not directly
address the question of local policy outcomes and public goods provision. However,
research on economic inequality and public policy at the state and national levels
shows that public policy often tends to reflect the preferences of high-income individ-
uals (Flavin 2012; Gilens 2005; Gilens and Page 2014; Hill and Leighley 1992). While

there is a dearth of research on the relationship between socioeconomic status and
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representation in local government, Schaffner, Rhodes, and Raja (2016) find that the
political ideologies of local elected officials most closely align with the ideologies of
affluent, White residents within their particular city. These findings, coupled with
the literature examining the relationship between economic segregation and politi-
cal behavior at the national level, suggest that local government officials are more
likely to represent the preferences of affluent residents, particularly in highly income-
segregated cities and towns.

For income segregation to shape local spending, however, local governments must
have some degree of autonomy over policy decisions. While some scholars argue that
local governments are generally constrained in their ability to make independent pol-
icy choices (Peterson 1981; Rae 2003; Tiebout 1956), more recent work shows that
local officials do, in fact, have power over local policy and spending decisions (Ger-
ber and Hopkins 2011; Tausanovitch and Warshaw 2014; Einstein and Kogan 2016).
For example, research analyzing the determinants of local spending finds that, while
certain constraints do restrict the local budget, there exist significant relationships
between patterns of spending and both demographic and institutional factors (Hajnal
and Trounstine 2010; Trounstine 2016). Though this line of research has not exam-
ined class or income segregation as determinants of local policy and public spending,
in particular, it has demonstrated that a city’s demography and its residents’ pref-
erences are directly connected to these political outcomes. Therefore, this research
provides a clear analog to how economic segregation might drive differences in the
provision of public goods.

Thus far we have argued that income segregation will influence decisions about lo-
cal spending; however, it is also possible that income segregation might increase local
tax revenue. Such an effect would be consistent with research on income inequality

and revenue in U.S. cities, which shows that greater inequality leads to increased tax
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revenue for local governments (Boustan et al. 2013). Given that income inequality
leads to income segregation (Reardon and Bischoff 2011), the research on income in-
equality suggests that higher levels of income segregation should result in more tax
revenue for cities and towns. Two mechanisms might underlie such a relationship:
first, even though high levels of heterogeneity often correlate with lower levels of
support for taxes (Benabou 2000; Trounstine 2016), income segregation might allow
for more targetable benefits, which may make those at the top of the income distri-
bution more willing to pay the costs. Second, income segregation may increase the
desirability of certain neighborhoods, thereby raising property values and, in turn,
property tax revenue. This mechanism aligns strongly with evidence from Reardon
and Bischoff (2011), which shows that the primary way in which income inequality
creates income segregation is through the segregation of the affluent.

However, as with local spending, there is the possibility that income segregation
could have cross-cutting effects for local revenue. Indeed, affluent residents in highly
income-segregated areas are less likely to interact with lower-income residents com-
pared to affluent residents in low-segregation areas, which has the potential to decrease
empathy among segregated residents and thereby stymie plans to raise taxes to spend
on redistributive policies (Bjorvatn and Cappelen 2003; Bischoff and Reardon 2014).
Indeed, as Thal (2017) shows, living in economically isolated, high-income neighbor-
hoods results in high-income residents’ holding inaccurate perceptions of problems
in their metropolitan areas. As a consequence, segregated affluence may lead to de-
creased support for taxation used to fund public goods, therefore decreasing overall
local revenues. Conversely, affluent residents in segregated cities may support higher
taxation if the increased revenue is put toward policies they support. We hypothesize
that this is the case; that is, higher income segregation leads to increased revenue

used for allocational and/or developmental local programs.

12



In summary, we predict that local spending will vary depending on the level of
income segregation within a city or town as a consequence of divergent trends in
social and political capital between income groups. Specifically, we argue that af-
fluent residents in economically segregated cities will have more social and political
capital and thus participate more than both low-income residents of the same city
and affluent residents of non-segregated cities. Conversely, low-income residents in
economically segregated cities will have less social and political capital, and thus par-
ticipate less than both affluent residents of the same city and low-income residents in
less-segregated cities. This, in turn, leads local governments in economically segre-
gated cities and towns to direct spending toward the preferences of afluent residents.
Because middle-class and affluent residents generally prefer to spend more on alloca-
tional and developmental policies, such as improvements to parks, roads, and basic
services (Hajnal and Trounstine 2010), we expect that highly income-segregated cities
will spend more on these policies and less on the redistributive policies that are often

preferred by low-income residents.

1.3 Measuring Income Segregation

There are a variety of ways to measure income segregation. These include using the
proportion of residents within a census tract that are below or above a certain income
level (Cohen and Dawson 1993; Thal 2017); the Dissimilarity Index, which measures
the segregation of a certain income group in comparison to all other income groups
(Massey, Rothwell, and Domina 2009); and the Neighborhood Sorting Index, which
examines between-tract variation in income (Jargowsky 1997). While each measure
has its own benefits and drawbacks, we use the rank-order information theory index

presented in Reardon and Bischoff (2011) as a way to assess income segregation over
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the entire income distribution within a city or town.

Unlike the other potential measures of income segregation, the rank-order infor-
mation theory index provides a way to measure income segregation over time that is
relatively independent of inflation and income inequality. The measure, described in
detail in Reardon (2017) and Reardon and Bischoff (2011), uses the census income
categories to compare within-tract income variation to between-tract income varia-
tion in the larger geographic area (in our case, census places). If the within-tract
income variation is low, while the between-tract income variation is high, then this
will result in an area with high income segregation.? The measure ranges from 0 to
1, with 0 representing no income segregation and 1 representing total income seg-
regation.® The measure uses all census income groups to measure segregation; this
avoids the problem of arbitrarily designating cutoffs for high-income and low-income
groups. Further, because the measure compares the rank of income groups, rather
than their particular income levels, it mitigates problems caused by inflation and
levels of inequality, allowing for more consistent, over-time comparisons than other
income segregation measures.?

To calculate income segregation measures from 1980 to 2010, we use the census
family income categories provided by the Geolytics Neighborhood Change Database,

5

which normalizes census data to 2010 census tract geographies.” This allows for

2The measure also takes the difference between income groups into consideration. That is, income
segregation will be greater if families in the lowest and highest census income categories live in
different census tracts than if families in two middle-income categories live in different tracts.

3Here, no income segregation means that all income groups that exist in the larger geography
(e.g., city or metropolitan area) are represented in all census tracts within this larger geography.
Total income segregation means that income groups present in the larger geography are all clustered
within different census tracts.

4See Reardon and Bischoff (2011) or Reardon (2017) for more details

5The Neighborhood Change Database uses income data from the decennial census for years 1980,
1990, and 2000; for 2010, it uses income data from the 2006-2010 American Community Survey.
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consistent over-time comparisons of income segregation that are not confounded by
changes in census tract boundaries. Like Reardon and Bischoff (2011), we use family
income, rather than household income, due to data availability and to avoid the issue
of confounding from college students, who are included in household income data.
The census categorizes family income into different brackets with specific ranges for
each census year (e.g., less than $10,000; $10,000 to $15,000; etc.). There are 17
income categories for 1980, 19 income categories for 1990, and 16 income categories
for both 2000 and 2010. We use the full range of income groups in each year to
calculate our segregation measures.

Our measure shows that city-level income segregation, like metropolitan-level in-
come segregation, increased between 1980 and 2010. Figure 1.1 depicts the distribu-

tion of family income segregation in both 1980 and 2010.
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Figure 1.1: Distribution of Income Segregation, 1980 and 2010

While the overall distribution of income segregation is similar in 1980 and 2010,
Figure 1.1 shows a clear rightward shift over time, meaning that a larger number of

cities and towns had higher levels of income segregation in 2010 compared to 1980.
15



Indeed, the mean value of income segregation in 1980 is 0.023; this increases to 0.042
in 2010, an 83% increase.® For cities with populations of 100,000 or greater, income
segregation increases from 0.091 in 1980 to 0.111 in 2010, a 22% increase.” Figure
1.2 shows that there is substantial variation in the magnitude of these shifts over
time, with over 1,000 cities experiencing a change in income segregation of at least
one standard deviation during any ten-year period in our data and over 350 cities

experiencing a change of at least two standard deviations.
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Figure 1.2: Distribution of Changes in Income Segregation, All Years

The increase in income segregation depicted in our data coincides with a general

decrease, or moderation, in racial segregation during this time period. To measure

5The number of municipal places for which we have census data increases over time, from 3,353
cities and towns in 1980 to 5,183 in 2010.

"This represents 163 cities in 1980 and 270 cities in 2010. Places with fewer than 100,000 residents
tend to have lower levels of income segregation, though segregation still increased in these places
from 0.019 in 1980 (3,193 cities and towns) to 0.038 in 2010 (4,913 cities and towns).
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racial segregation, we follow Trounstine (2016) and use Thiel’s H-index, which esti-
mates the degree of white/non-white segregation in cities and towns. Thiel’s H-index
is an entropy-based measure, with similar properties to the measure we use for fam-
ily income segregation. As described by Trounstine (2016), the “H Index measures
the degree to which the diversity in each neighborhood differs from the diversity in
the city as a whole” (p. 711) and ranges from 0, representing no segregation, to 1,
representing total segregation. In contrast to family income segregation, we find that
white /non-white segregation has decreased from a mean of 0.071 in 1980 to a mean
of 0.062 in 2010. Furthermore, while the two measures remain moderately corre-
lated, the r-squared from a simple bivariate model with both measures included has
decreased from 0.39 in 1980 to 0.27 in 2010, demonstrating that racial and income
segregation have undergone divergent trends in recent decades, potentially leading to
different political outcomes.

However, major cities with the highest income segregation levels in 2010 also tend
to have high racial segregation. For example, for cities with populations of over
100,000 residents in 2010, Atlanta, Georgia represents the most economically segre-
gated city, followed by Washington, D.C. and Tallahassee, Florida. These cities all
have very high racial segregation as well. Conversely, the least economically segre-
gated cities with populations of 100,000 or more include Port St. Lucie, Florida; East
Los Angeles, California; and Norwalk, California. These cities tend to have lower lev-
els of racial segregation. Still, the correlation for larger cities is not perfect. Newark,
New Jersey and Flint, Michigan have relatively low levels of economic segregation but
relatively high levels of racial segregation. Other cities, like Berkeley, California and
Denver, Colorado have higher levels of economic segregation but relatively lower levels
of racial segregation. In sum, while income and racial segregation are still correlated,

there have been important changes in both spatial dynamics in recent years.
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The increase in income segregation over this time period, along with its grow-
ing separation from racial segregation, provides the motivation for understanding
whether—and how—economic clustering shapes local politics, particularly the pro-
vision of public goods. If, as the literature contends, segregated affluence results in
high-income residents having more political capital and segregated poverty results in
low-income residents having less, does an increase in income segregation lead to local
governments spending more on the preferences of high-income residents and less on
the preferences of low-income residents? We describe the data and methods used to

answer this question below.

1.4 Data

We use data from a variety of sources to construct our measures. First, to measure
social and political capital, we use responses from the 2000 Social Capital Community
Benchmark Survey.® The Social Capital survey was administered over the telephone
to adults in over 40 communities, defined as cities, regions, counties, and states; the
survey also has a national-level sample of approximately 2,700 respondents.

The survey asks a range of questions related to the idea of social and political
capital at the local level, including questions about attitudes toward the respondents’
community, political and community-level participation, political efficacy, and trust
in local government. We use the census place FIPS code to identify each respondent’s
city or town. After matching with our data on income and race-based segregation,

we have a total sample of 16,182 respondents from 1,846 unique census places.’

8The Social Capital Benchmark Survey was designed and conducted by the Saguaro Seminar at
the John F. Kennedy School of Government at Harvard University. The data are available through
the Roper Center for Public Opinion Research.

9While the Social Capital survey only includes approximately 40 “communities,” these communi-
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To measure city-level spending, we use data from the Census of Governments from
1982, 1992, 2002, and 2012. The Census of Governments is the main source for data
on local government finances, providing data on total revenue, total spending, revenue
by source, and spending by policy area for each local government. We supplement our
spending measures for each city and town with data from the Census of Population
and Housing. Specifically, we use the decennial censuses for 1980, 1990, and 2000;
for 2010, we use both the decennial census and the 2006-2010 American Community
Survey. To account for the timing of when these surveys were administered, we match
our spending data with the preceding Census of Population and Housing. That is,
we match the 1982 Census of Governments with the 1980 Census, the 1992 Census
of Governments with the 1990 Census, and so on. We use these data to account for

time-varying local characteristics throughout our analyses.

1.5 Income Segregation and Social and Political Cap-
ital

To analyze whether income segregation moderates the relationship between in-
come and social or political capital, we use a cross-city analysis based on questions
from the 2000 Social Capital Benchmark survey. These questions include a series of
dummy variables with “yes” or “no” response options used to measure political partic-
ipation across a variety of contexts. In particular, these questions ask: (1) whether a
respondent has signed a petition in the past 12 months; (2) whether a respondent has
attended a political meeting or rally in the past 12 months; (3) whether a respondent

has worked on a community project in the past 12 months; (4) whether a respondent

ties include a variety of census places, from large cities to small towns, ranging in population from
244 to 3,694,820 residents in our data.
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has participated in a demonstration, protest, boycott, or march in the past 12 months;
and (5) whether the respondent voted in the 1996 presidential election. These vari-
ables are used to construct a “civic participation” index, which measures individual
participation in both politics and the community. The civic participation variable
has a value of 0 through 5, with 5 indicating the highest level of participation, or par-
ticipation in all 5 political activities, and 0 indicating the lowest, or no participation
in any political activity over the past 12 months.

In addition to this civic participation index, we also consider the relationship be-
tween income segregation and two other dependent variables: first, as a more direct
measure of the capacity for local collective action, we examine whether a respondent
has been involved in “a neighborhood association, like a block association, a home-
owner or tenant association, or a crime watch group” in the past 12 months. Second,
to better understand the level of local political efficacy across respondents, we mea-
sure variation in attitudes about whether respondents have an impact “in making
[their| community a better place to live.” Both questions provide simple “yes” or “no”
response options. We chose these variables because they directly relate to community-
level engagement in a less overtly political manner and may be indicative of different
pathways through which segregation may affect local outcomes.*”

We test our hypothesis on income segregation and local social and political capital
using Poisson regression to model the overall level of civic participation and logistic
regression to model both the likelihood of belonging to a neighborhood group and

1

of expressing feelings of community efficacy.!! Across all models, the independent

variable of interest is Family Income Segregation for the year 2000. In addition to

0FExact wordings for the questions we use to measure social and political capital are available in
Appendix A.

1Tn Table B.3 of Appendix B, we also present results for the civic participation index using OLS.
The results are consistent across both types of models.
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our segregation measure, we also include a variety of city/town-level control vari-
ables from the 2000 Census, including City Population (logged), Population Density,
Percent Poverty, Percent Black, Percent Latino, and Median Household Income. We
also include the individual-level control variables Registered to Vote (dummy variable
indicating whether respondent is registered to vote), Age 18 - 34 (dummy indicat-
ing whether respondent is age 18 to 34), High School Diploma (dummy indicating
whether respondent has high school diploma or GED), and Black (dummy indicating
whether respondent identifies as Black). These variables are available from the Social
Capital survey. In addition, we also include a measure of income heterogeneity as
an independent variable. Oliver (1999) shows that the presence of different income
groups within a city or town increases the participation rates for residents. In order
to isolate the effect of income segregation as a contributing factor to political and
community engagement, we create our own income heterogeneity measure, /1QV, for
the year 2000.12 For all models, we cluster our standard errors by census place. Full
results from all models, both with and without covariates, can be found in Appendix
B.

In order to examine the relationship between city-level income segregation and
levels of social and political capital for residents of all income groups, we model partic-
ipation separately for low-, middle-, and high-income residents. To do this, we include
interactions between income segregation and indicators for whether a respondent can

be considered high- or low-income. Across all models, high-income respondents in-

12T create the measure, we use the index of qualitative variation (IQV) to mirror the calculations
used by Oliver (1999). We use five family income category ranges from the 2000 Census to calculate
the IQV: (1) less than $10,000 through $15,000 to $19,999; (2) $20,000 to $24,999 through $45,000
to $49,999; (3) $50,000 to $59,999 and $60,000 to $74,999; (4) $75,000 to $99,999 through $150,000
to $199,999; and (5) $200,000 or more. While these categories do not exactly match those in Oliver
(1999), they still capture the range of income groups present in our sample. Income heterogeneity and
income segregation are moderately correlated, with an r-squared value of 0.52. The IQV measure,
like our income segregation measure, ranges from 0 to 1.
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clude those with a household income of $75,000 or more, a cutoff which represents the
top 22.5% of the household income distribution in the United States in 2000. Low-
income respondents include those with a household income of $30,000 or lower, which
equates to the bottom 35% of the U.S. income distribution in 2000.'3 Middle-income
residents, in turn, are those residents with an income between $30,000 and $74,999.
Figure 1.3 shows the predicted probability of participation using each metric for high-,
middle-, and low-income residents, along with 95% confidence intervals.'* The values
of city-level family income segregation used to calculate the predicted probabilities
represent the 1% and 99% quantiles in our sample for the year 2000.*

The results in Figure 1.3 demonstrate mixed support for our hypothesis that social
capital and political participation are higher in highly segregated cities and towns. In
particular, the results suggest that income segregation shapes individual and collective
participation in different ways. Looking at the left-most panel of Figure 1.3, we see
that affluent residents in income-segregated cities and towns have higher levels of
collective social capital than affluent residents in less-segregated places. Specifically,
the probability of an affluent resident belonging to a neighborhood group increases
from around 22% in a city with no income segregation to 45% in a city with a high

level of income segregation. Middle-income residents follow a similar pattern, joining

IBWhile this is a substantial proportion of the population, the income question on the SCCBS
includes an income category of “Less than $30,000 but unspecified.” Therefore, by not including this
category and only including respondents with less than $20,000 in income, we may be excluding a
significant number of respondents who have low incomes.

14The predicted probabilites were calculated using the coefficients and clustered standard errors
from the naive models without covariates. The results are identical if we use the models with
covariates included instead. All confidence intervals were constructed via Monte Carlo simulations
to full account for uncertainty in the estimates.

15While the range of income segregation in the dataset is 0 to 0.34, we limit the maximum value
for predicted probabilities to 0.2, as the distribution of values has a long right tail and significant
outliers. The 99% quantile for income segregation in the sample is 0.17, while the 1% quantile is
0.0.
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Figure 1.3: Predicted Relationship between Income Segregation and Social and
Political Capital for High-, Middle-, and Low-Income Residents

Note: The dotted lines represent 95% confidence intervals. Full regression results can
be found in Appendix B.
neighborhood groups in highly segregated areas at nearly three times the rate of their
counterparts in low-segregation areas. In contrast, we see remarkably little change in
the probability of low-income residents joining a neighborhood group when income
segregation rises. To better illustrate these differences across income groups, the left-
most panel of Figure 1.4 shows the change in the probability of joining a neighborhood
group across all segregation levels for low- and high-income respondents relative to
middle-income respondents. As the plot shows, as income segregation rises, low-
income residents are increasingly left behind in terms of local organizational capacity,
suggesting that middle- and high-income residents in segregated communities may
be better prepared for collective action when local issues arise than their low-income
counterparts.

In contrast, the relationships shown between income segregation and both com-
munity efficacy and the individual local participation index (depicted as the number
of participatory activities) do not align as well with our expectations regarding how

they will vary with income segregation. More specifically, while both plots show that
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middle- and high-income residents, compared to low-income residents, believe that

they have a greater impact on their community and participate in political affairs

at higher rates, these differences are generally stable across all levels of income seg-

regation.

For example, for community efficacy, affluent residents were about half

as likely as low-income residents (by about 8% to 4%) to report feeling that people

like them have no impact on their community. However, this difference changes only

minimally as income segregation increases, with high-income residents being about

1% less likely to report negative feelings of efficacy. We see similar results for our

participation index in the right-most panel of Figure 1.3, with large differences in

the number of participatory activities across groups on average, but minimal change

in participation within each group as levels of income segregation rise. Once again,

to better illustrate the trends, we depict these differences relative to middle-income

residents in the middle and right panels of Figure 1.4.
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Income Respondents across All Social and Political Capital Measures

Note: The dotted lines represent 95% confidence intervals. Full regression results can
be found in Appendix B.

Taken together, the results presented in this section highlight that high- and,
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to a lesser extent, middle-income residents are more likely to be involved in their
communities and participate in political affairs than low-income residents in these
same cities, regardless of whether the behavior is individual or collective in nature.
However, our results also show that collective social capital, measured here as the
likelihood of joining a neighborhood group, increases dramatically for middle- and
high-income residents when income segregation increases. This suggests that income
segregation does not necessarily change participation rates generally, but rather may
provide individuals with the social networks and resources necessary for organizing in
their neighborhoods when a local political issue of interest arises. Indeed, with higher
rates of participation in neighborhood-level groups and a greater sense of community
efficacy, high-income residents in affluent neighborhoods likely exert greater political
power in the local sphere. This leads to the expectation that local governments
are more responsive to the preferences of high-income residents in income-segregated
cities and towns. Thus, in the subsequent section, we contend that highly income-
segregated cities likely spend more money on the preferences of high-income residents
and less money on the preferences of low-income residents when compared to less-

segregated places.

1.6 Income Segregation and Public Goods Spending

To test the hypothesis that local spending in income-segregated cities will reflect
the preferences of affluent residents, we combine data from the Census of Governments
on local spending and revenue with demographic variables and our measure of income
segregation. Though the Census of Governments spending data reports records for all
municipalities in years ending in 2 and 7, we use only the data from 1982, 1992, 2002,

and 2012 to better align with the timeline of our covariates gathered from decennial
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census data. Therefore, 1982 local spending data is matched with 1980 census data,
1992 local spending data is matched with 1990 census data, and so on. In total,
we have records for 5,205 cities and towns, of which 2,842 observations are complete
across all time periods.'® Following standard practice, we adjust all of these records
to 2010 dollars to account for inflation and then standardize by the size of the local
population.

Throughout this section, we use two types of fiscal outcomes as our dependent vari-
ables: first, we evaluate sources of government revenue to see if the manner in which
governments finance spending changes as local areas segregate by income. While this
does not directly relate to the hypothesis that local spending will reflect affluent resi-
dents’ preferences in income-segregated cities, we expect that cities with higher levels
of income segregation will take in more revenue due to higher property tax revenue
from affluent neighborhoods. These revenue patterns are important for contextualiz-
ing the environment in which spending decisions get made and the manner in which
high-income residents may exert their influence.

Second, we look at patterns of expenditures, both generally and by type of spend-
ing. At the broadest level, we utilize city-level data on direct general expenditures,
transfers to other local governments, interest payments on debt, and spending on
capital outlays. In addition, we also look at spending by category of policy. That
is, rather than look at each specific type of spending individually, such as spending
on education or waste management, for example, we follow Hajnal and Trounstine
(2010) in creating categories for redistributive, developmental, and allocational spend-
ing. Consistent with Hajnal and Trounstine (2010), our redistributive spending cate-

gory includes “public welfare, housing and community development, hospitals, health

6The vast majority of the missing observations (city-years) come from the earliest two time
periods, 1980 and 1990.
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services, and education™!'” our developmental spending category includes “highways,

streets, transportation, and airports”; and our allocational spending category includes
“fire protection, police, parks and recreation, sewerage, and solid waste” (Hajnal and
Trounstine 2010, 1139).

We prefer to use aggregated measures of spending in our analysis as opposed
to using each specific category of spending because doing so has two main benefits:
methodological and theoretical. First, many cities are constrained by state govern-
ments in regards to the types of policy areas over which they have authority, and so
it is difficult to know whether the choice not to spend in a particular narrow category
of expenditures is a function of these limits on local authority or actual decisions not
to spend on certain government functions. One solution to this problem is to drop
cities from the analysis that do not spend in a particular policy area; however this
creates broad swings in sample size, making it difficult to determine whether the vari-
ation in results identified across policy areas is significant theoretically or is purely
a function of different samples used in the analysis. In turn, though aggregating by
spending area does not completely solve this issue, it makes the problem considerably
less severe, particularly when using a within-city design. Second, the categories are
based on longstanding theories in urban and local politics (Peterson 1981) and thus
the predicted relationships with segregation are less theoretically ambiguous than if
looking only at the narrower categories provided by the Census of Governments.

Given the patterns in income segregation over time and the likely unique context
within each city and town, we include place and year fixed effects for all models in the

main text. Doing so allows us to account for unobserved place-level factors that might

17We test the relationship between income segregation and redistributive spending both with and
without educational spending included in the redistributive category. As Hajnal and Trounstine
(2010) note, “educational spending is least closely aligned with redistribution” but it can be “critical
for disadvantaged segments of the local population” (p. 1139).
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influence local revenue and spending, along with non-linear, time-varying confounders.
However, there may be bias in the over-time economic segregation measures within
the same city due to sampling variation in the census. Therefore, we also present
cross-city models with year fixed effects and cluster-robust standard errors at the
city level in Appendix C. Measurement error should be less important in cross-city
models, though these models are subject to other forms of bias eliminiated by the
fixed-effects model. In the end, the results from both the fixed-effects and cross-city
models are the same, lending support to our overall findings.

In addition, for all models, we include the white/non-white racial segregation mea-
sure constructed and used by Trounstine (2016) to account for how changes in racial
segregation during this time period might influence local revenue and spending and to
compare the role of each type of segregation in shaping municipal fiscal policy. Finally,
for some models, we also include a selection of time-varying covariates that are likely
to shape patterns of local revenue and spending. These covariates include Popula-
tion (logged), Median Household Income (logged), Percent in Poverty, Percent Black,
Percent Hispanic, Percent Unemployed, Percent Renters, Percent College-Educated,

18 Given our interest in segregation,

Percent Over 65, and Percent High Income.
specifically, we omit the coefficients for these covariates in the tables in this section.

Full results, however, can be found in Appendix C.

18Gince the census income data is not continuous, we construct our percent high income measure
as follows: first, starting in 2010, we categorize all households that earn 125,000 dollars or more
per year as “high income.” Then, working backwards, we adjust 125,000 for inflation—for example,
in 2000, this cutoff equates to about 100,000 dollars—and select the minimum income bucket that
is closest to this threshold. By starting with 125,000 dollars, we minimize the amount of error in
our measure from splitting an income bucket. Importantly, we include this measure to account for
the fact that an expansion of the income distribution—which might be correlated with high-income
segregation, for example—may explain changes in spending and revenue that would otherwise be
attributed to our measure of income segregation.
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1.6.1 Local Revenue and Spending Results

First, we consider how income segregation alters the level of revenue that local
governments receive. We hypothesize that in cities and towns where income segre-
gation becomes more severe, local governments will see an increase in revenue. Two
processes might underlie such an increase. First, in more segregated communities, we
might expect to see an increase in local property values as wealthy, segregated areas
become more desirable. This, in turn, may lead to an increase in revenue via the
property tax.!? Second, if segregation increases the relative influence of middle and
high-income residents, we might expect cities and towns to pursue more regressive
forms of revenue generation to pay for new initiatives, such as increasing the sales
tax, raising rates for fees and charges, or broadening the set of activities that require
fees or charges in the first place. Table 1.1 shows results from models with different
sources of revenue per capita as the dependent variable. Results shown in the odd
columns come from models without additional city-level covariates, while those in the
even columns include covariates. The primary coefficient of interest across all models
is the coefficient on income segregation in the first row.

Looking at the first two columns, we see a positive relationship between income
segregation and own-source general revenue. More specifically, a one standard devia-
tion increase in income segregation (about .05) equates to approximately a 30 dollar
per person increase in local revenue. While this increase is relatively modest when
considered per capita, for the average city in our data set, it would represent over
300,000 additional dollars of revenue. As columns three to ten in Table 1.1 show,

much of this increase comes from more regressive forms of revenue generation, sug-

19 Alternatively, it is also possible that local governments raise property taxes as segregation occurs,
but since municipalities are only required to report total tax receipts for the Census of Governments—
as opposed to tax rates—it is impossible to know for certain.
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gesting that income-segregated areas either raise tax rates and fees in these areas or
that demand suddenly rises instead. In contrast, Table 1.1 shows little evidence of
a relationship between income segregation and property tax revenue. Interestingly,
looking at the coefficients in the second row, we see relatively large, negative estimates
of the relationship between racial segregation and local revenue. This implies that as
racial segregation becomes more severe, governments struggle to raise revenue. This
finding aligns with previous work on racial segregation and also contrasts sharply
with our estimates for income segregation.

Table 1.1: Income Segregation and Government Revenue Sources Per Capita

Own Source Revenue Property Tax Sales Tax License Tax Charges

1) 2 (3) (4) ©) (6) () (8) 9) (10)
Income Segregation 326.8 592.3** —60.6 —60.0  184.4**  217.1%** 81.2%** 87.8*** 174.2 271.3*
(283.4) (250.9) (127.3)  (105.8) (57.9) (63.0) (29.6) (30.4) (157.5) (157.1)
Racial Segregation —280.1"* —216.3* 8.4 —42.5 —65.5"*  —65.5"*  —55.3"** 524  —168.6"* —118.1
(124.2) (126.9) (57.4) (59.0) (28.8) (29.3) (13.9) (14.1) (71.7) (74.5)

City-Level Covariates No Yes No Yes No Yes No Yes No Yes

Year FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

City FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
N 12,120 11,952 12,120 11,952 12,120 11,952 12,120 11,952 12,120 11,952
Note: Full table with all coefficient estimates can be found in Appendix C *p < .1; **p < .05; ***p < .01

If income segregation is associated with higher revenues for cities and towns, how
do local governments use this extra income? Table 1.2 shows results from models akin
to those in Table 1.1, but with different types of local expenditures as the dependent
variable. The first two columns show the relationship between income segregation and
direct general expenditures, which includes spending by local governments across all
policy areas, less transfers and subsidies from other governments. As the coefficients
in the first row indicate, local income segregation is correlated with higher spending
by municipal governments. More specifically, a one standard deviation increase in
income segregation equates to around a 20 to 40 dollar per person increase in local
spending, depending on the model. This increase in spending does not appear to be

directed towards transfers to other local governments. Rather, as columns three to
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six show, there is evidence that local governments increase their spending on both
capital outlays and interest payments on debt as income segregation grows. This
might suggest that local governments work towards improving local infrastructure
and the fiscal health of their cities as both income segregation and revenue increase,
though it may also be a consequence of a fiscally healthier city being more willing to

take on substantial projects and take out debt in the first place.

Table 1.2: Income Segregation and Local Spending by Type

Direct Gen. Exp. Capital Outlays Interest on Debt  Local Transfers

(1) (2) (3) (4) (5) (6) (7) (8)

Income Segregation 421.0 894.3** 333.2**  325.6*  126.3***  98.6** 71.1 48.0
(384.8) (365.4) (168.2)  (168.9) (48.0) (50.3)  (52.2)  (40.6)

Racial Segregation —T714.1**  —587.0*** -2.0 3.6 -5.5 2.9 12.5 4.3
(161.6) (161.4) (78.7) (79.9) (26.1) (25.3)  (14.6) (14.9)

City-Level Covariates No Yes No Yes No Yes No Yes

Year FE Yes Yes Yes Yes Yes Yes Yes Yes

City FE Yes Yes Yes Yes Yes Yes Yes Yes
N 12,120 11,952 12,120 11,952 12,120 11,952 12,120 11,952
Note: Full table with all coefficient estimates can be found in Appendix C *p < .1; **p < .05; ***p < .01

Importantly, however, the increases in spending shown in Table 1.2 do not account
for the full increase in revenue. How else, then, do local governments change their
spending as income segregation rises? Table 1.3 shows results from models in which
we use our set of aggregated policy spending measures as the dependent variable.
If, per our theory, policy shifts to better reflect higher-income residents’ preferences
when income segregation takes place, we would expect to see cities spend more on
developmental and allocational programs rather than redistributive ones. While we
see little evidence of an increase in developmental spending, columns seven and eight
of Table 1.3 show relatively large increases in allocational spending as cities segregate
by income, suggesting that more segregated areas choose to focus on enhancing the
provision of local services. The magnitude of this effect is not trivial either, as a one

standard deviation increase in income segregation correlates with an approximately
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12 to 22 dollar increase in allocational spending per capita, and thus accounts for a
significant portion of the increase in direct general expenditures.

Consistent with our theory, we also see little evidence in Table 1.3 of an increase in
redistributive spending when cities segregate by income. Though the point estimates
are positive and of modest size in the models with education included, they are
smaller in the models in which education is omitted. This suggests that even if the
estimates were more precise, the relationship would be largely driven by spending on
education, an issue for which high-income residents often have a preference despite its
characterization here as redistributive. On the one hand, that we do not see a decrease
in redistributive spending implies that the process through which policy comes to
align with middle- and high-income preferences may not be necessarily negative for
lower-income residents; indeed, comparing the coefficients on income segregation with
those of racial segregation in Tables 1.2 and 1.3, we see that the estimates for racial
segregation diverge from those of income segregation. In particular, when an area
is segregated by race, spending tends to decrease, particularly in redistributive and
allocational policy areas. This suggests that different forms of segregation can have
very different consequences for patterns of spending. On the other hand, given the
geographically particularistic nature of many local government services, it remains
unclear whether the gains from increases in allocational spending in highly income-
segregated areas are broadly distributed to all areas and groups or instead targeted

specifically towards wealthy communities.

1.7 Conclusion

The findings presented in this paper suggest that income segregation shapes com-

munity participation and local public goods spending in important ways. With the
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Table 1.3: Income Segregation and Local Spending by Category of Policy

Redistributive Redist - w/o Educ  Developmental Allocational
(1) 2) 3) (4) () (6) (7) (8)
Income Segregation 91.4 70.7 32.9 —21.1 —26.4 27.6 254.6* 458.4***
(169.6) (193.7)  (123.3)  (154.2)  (60.8)  (64.9)  (149.0) (148.4)
Racial Segregation —261.1"*  —235.0"*  —20.8 —20.9 55.4 63.1 —337.4%*  —313.7"*
(93.2) (94.2) (63.3) (66.3) (47.1)  (46.4) (73.1) (74.6)
City-Level Covariates No Yes No Yes No Yes No Yes
Year FE Yes Yes Yes Yes Yes Yes Yes Yes
City FE Yes Yes Yes Yes Yes Yes Yes Yes
N 12,120 11,952 12,120 11,952 12,120 11,952 12,120 11,952
Note: Full table with all coefficient estimates can be found in Appendix C *p < .1; **p < .05; ***p < .01

affluent increasingly living amongst one another and the poor increasingly living in
high-poverty neighborhoods, the relationship between residents of different income
brackets within cities and towns has likely changed. In particular, our findings re-
garding the relationship between income segregation and community and political
participation show that, for high-income residents, living in homogeneous, affluent
neighborhoods can increase ties to the neighborhood through involvement in civic
groups and bolster their organizational capacity. These shifts in local participation
and organization may, in turn, exacerbate existing inequalities in participation across
income groups and lead to the relationship between income segregation and increased
local spending on allocational policies. Of course, higher tax revenue in income-
segregated cities undoubtedly contributes to their ability to spend more on certain
programs; however, given the regressive nature of the types of taxes and fees where we
see increases in revenue, the relative burden of raising this money may fall hardest on
the lowest-income families. Nonetheless, these cities do not appear to use the extra
revenue to distribute spending to low-income residents, who may very well need more
resources due to the effects of concentrated poverty. Instead, allocational spending,
often supported by wealthier residents, appears to be the higher priority for local

governments in economically segregated places.
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The difference in results between income segregation and racial segregation are
important to highlight. Trounstine (2016) shows that racial segregation significantly
decreases local spending across a range of policy areas due to increased political po-
larization. Our results show that income segregation operates differently, with overall
spending increasing in economically segregated places, driven primarily by higher
spending on programs typically supported by the affluent. This indicates that, un-
like race, economic class does not stalemate city politicians through polarization, but
instead increases the relative political power of middle- and high-income residents.
Undoubtedly, and as our results show, race and racial segregation are fundamental to
local politics. But, as income segregation continues to grow in cities and towns, and
as racial segregation becomes less severe (Massey, Rothwell, and Domina 2009), un-
derstanding how local governments respond to these changes through the distribution
of public goods becomes increasingly important.

While this paper points to broad relationships between local income segregation,
social and political capital, and spending on public goods, more research is needed
to understand the mechanisms underlying these findings. First, better data measur-
ing the local preferences and political activity of residents in high and low income-
segregated contexts would provide a clearer understanding of class-based political
priorities and local spending outcomes.?’ Second, data on the ways residents of high-
income neighborhoods communicate their preferences to local officials would better
indicate the types of local participation used to influence local policy. Finally, data
on the spatial distribution of resources within cities would illustrate whether this in-

crease in allocational spending mostly targets services to affluent neighborhoods and

20While some data on this does exist, notably the Soul of the Community survey by the Knight
Foundation, the survey only includes approximately 26 metropolitan areas and does not specify the
specific town in which the respondent lives if she/he does not live in the main city.
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residents. As spatial inequality increases, more research is needed to understand how

this inequality shapes political outcomes.
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2 Economic Segregation and Support for
Local Taxes: Evidence from Municipal
Ballot Measures in California

2.1 Introduction

Economic segregation' has increased across U.S. metropolitan areas and cities in
recent decades (Bucchianeri and Weitz 2018; Massey, Rothwell, and Domina 2009;
Reardon and Bischoff 2011). Increasingly, affluent residents cluster together in the
same neighborhoods, separated from their low-income counterparts. This spatial
dynamic may alter local politics, particularly how cities raise and spend revenue.
However, there exists a dearth of research on the relationship between economic
segregation and the support for local taxes to fund goods and services. In this paper,
I ask: How, if at all, does economic segregation affect support for local tax increases?
Are cities with higher levels of economic segregation less likely to support funding for
local public goods and services? Or are these cities more likely to support local taxes
for specific types of goods and services?

To answer these questions, I created a dataset of 400 cities and towns in Califor-
nia using municipal ballot measures on taxes from 1996 through 2016. The ballot

measures propose increasing a tax, creating a tax, or continuing a tax set to expire,

'In this paper, I use “income” and “economic” interchangeably when discussing segregation.
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therefore asking residents to support higher levels of public goods spending.? Using
logistic regression models, I find that greater economic segregation does not lead to an
overall decrease in support for local public goods. However, it does lead to an increase
in support for tax measures that legally bind local politicians to spend the tax rev-
enue on specific goods and services. Importantly, the relationship between economic
segregation and support for dedicated tax increases is only significant for proposing
the tax increase, rather than proposing and passing the tax increase. This suggests
that increased support for dedicated tax increases comes from local politicians putting
these tax increases on the ballot.

Why would economic segregation lead to greater support for dedicated tax in-
creases among local politicians? I argue that economic segregation lowers trust in
local government, particularly trust over how local governments spend money. This
decrease in trust motivates local politicians to support tax increases dedicated to spe-
cific goods and services. I use the 2000 Social Capital Community Benchmark Survey
to show that economic segregation is significantly associated with lower trust in local
government.

I also analyze newspaper articles related to these ballot initiatives to connect lower
levels of trust in local government with debates over tax increases. I find that support
for specific, rather than general, tax increases is often framed as a way to remove
decision-making power from local politicians and grant this power to residents. I also
find some indication that local politicians strategically support tax increases that
they believe will pass when placed on the ballot. High economic segregation, then,
likely leads local politicians to respond to lower trust among residents by strategically

placing special tax measures on the ballot.

2Throughout the paper, a “tax increase” refers to a tax creation, increase, or continuance of an
expiring tax. I use “increase” as a way to maintain brevity.

37



This paper contributes to research examining both the determinants of local public
goods funding and the role of economic segregation in political outcomes. Notably,
economic segregation does not seem to decrease support for public goods spending.
Rather, high economic segregation increases support for public goods dedicated to
specific purposes, likely as a result of local politicians’ response to lower levels of
trust in local government. Local politicians in highly segregated cities may know
that residents are more likely to support a tax increase if these residents know where
the money goes. Therefore, these politicians are more likely to support specific tax
increases to raise revenue in cities with more skeptical residents. These findings
demonstrate a nuanced relationship between economic segregation and local taxes and
suggest that highly segregated cities may give residents greater control over revenue

and spending decisions.

2.2 Segregation, Trust, and Support for Public Goods

Spatial context can shape a variety of social and political attitudes and outcomes.
In particular, the racial /ethnic and socioeconomic characteristics of a person’s neigh-
borhood can affect attitudes toward other racial and ethnic groups (Enos 2017; Gay
2006; Key 1949; Oliver and Wong 2003), levels of civic efficacy (Cohen and Dawson
1993), and perceptions of social needs (Thal 2017). In addition, the racial and socioe-
conomic characteristics of a person’s neighborhood can influence her level of political
participation (Alex-Assensoh 1997; Cohen and Dawson 1993; Widestrom 2015) and
choice for local political candidate (Hajnal and Trounstine 2014).

Most research focuses on the role of racial and ethnic diversity in shaping social
and political preferences and attitudes. Specifically, racial and ethnic diversity can

decrease trust and erode social ties (Alesina, Baqir, and Easterly 1999; Putnam 2007),
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potentially translating into more political hostility between racial groups. Scholars
find that this diversity can affect local political preferences and increase political
conflict and polarization (Alesina, Baqir, and Fasterly 1999; Hajnal and Trounstine
2014). Further, racial diversity may decrease some residents’ willingness to fund
public goods due to concerns that another racial group may benefit (Kruse 2005;
Luttmer 2001).

In addition to diversity, racial segregation can also shape levels of trust and racial
polarization, leading to a decrease in public goods spending. Racial segregation low-
ers trust within communities due to a lack of interaction with out-groups (Robinson
2017; Rothwell 2012; Uslaner 2011, 2012). Here, scholars contend that segregation
decreases contact between diverse individuals, increasing hostile out-group attitudes
(Allport 1954) and decreasing trust (Uslaner 2012). In addition, high levels of racial
segregation increase political polarization among racial groups as a result of intolerant
racial attitudes and increased racial competition. This increase in polarization cre-
ates political gridlock in local legislatures, decreasing public goods spending overall
(Trounstine 2016).

While racial and ethnic contexts certainly represent a significant factor in social
and political attitudes, other work shows that economic contexts may also matter for
these outcomes. Indeed, research shows that high economic inequality lowers levels of
trust (Alesina and Ferrara 2002; Uslaner and Brown 2005). Inequality, Uslaner and
Brown (2005) contends, decreases both optimism for the future and the sense of shared
fate between economic groups. This, in turn, decreases trust between socioeconomic
groups within unequal communities. In addition, socioeconomic heterogeneity can af-
fect residents’ attitudes toward local governance. For example, socioeconomic status
can shape local political preferences (Hajnal and Trounstine 2014; Peterson 1981). As

a result, cities with heterogeneous socioeconomic populations have a greater diversity
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of political preferences. This heterogeneity, in turn, leads to greater participation
and conflict over public goods provision within a city (Oliver 1999). Though Oliver
(1999) does not extend this finding to residents’ attitudes toward local government,
his results suggest that, in economically heterogeneous cities, residents may be more
concerned with local resource distribution and with government spending on the pol-
icy preferences of other socioeconomic groups. This concern may translate into greater
skepticism of, and lower trust in, local government as a whole.

Economic segregation may exacerbate these outcomes. Research on the political
consequences of economic segregation suggests that this segregation may enhance po-
litical divisions and decrease trust in local government. Segregation of low-income
groups in poor neighborhoods decreases political mobilization (Alex-Assensoh 1997;
Cohen and Dawson 1993; Widestrom 2015), while segregation of high-income groups
in affluent neighborhoods increases political mobilization (Huckfeldt 1979; Widestrom
2015). This disparate participation may create wider political gulfs between neigh-
borhoods, as affluent residents are increasingly engaged in political life while poor
residents become further removed. In addition to political participation, one study
finds that high levels of economic segregation change perceptions of social needs, po-
tentially affecting attitudes toward public spending. Affluent residents in segregated
neighborhoods perceive their community as having fewer social needs than affluent
residents in non-segregated neighborhoods (Thal 2017). Though Thal (2017) does
not extend this finding to local policy outcomes, the results suggest that economic
segregation may decrease high-income residents’ support for public goods spending,
leading to a wider gulf in political preferences between high- and low-income resi-
dents within economically segregated cities. Similarly, Bjorvatn and Cappelen (2003)
argues that economic segregation decreases social attachments between high-income

and low-income residents and, in turn, decreases support for redistributive policies
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among high-income residents. Large differences in political attitudes toward local
public goods spending may increase residents’ concerns over how local governments
spend money and decrease trust in local legislatures’ resource allocation.

No research that I am currently aware of directly examines the role of economic
segregation in support for local public goods. However, the above discussion indicates
that, through the mechanism of trust in local government, particularly residents’
skepticism of local resource distribution, economic segregation may have important
consequences for support of public goods and raising local revenue. As with racial
segregation, economic segregation may decrease trust within communities by creating
greater spatial separation between economic groups and decreasing a sense of shared
fate in the larger community. Further, the political divisions fueled by economic seg-
regation may enhance distrust in local institutions, as economic groups increasingly
disagree with each other’s political preferences. Residents may worry that local gov-
ernments will enact policies with which they strongly disagree, lowering trust in the

institution as a whole. This leads to the first hypothesis:
H1: Economic segregation will decrease trust in local government.

In turn, economic segregation and lower trust in local government may have two
outcomes for support for increasing tax revenue and local public goods spending.
First, economic segregation may lead to decreased support for taxation and spending
overall. Because residents in economically segregated cities are less trusting of how
local governments will spend money, they may be less likely to support local tax
increases. As Thal (2017) and Bjorvatn and Cappelen (2003) show, economic segre-
gation changes high-income residents’ perceptions of social needs and decreases social
attachments between economic groups, potentially also decreasing these residents’

support for public goods spending. In addition, higher-income residents may have
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more political power in economically segregated cities (Alex-Assensoh 1997; Huck-
feldt 1979; Widestrom 2015). This, coupled with changes in higher-income residents’
perceptions of social needs, could decrease overall support for tax increases in eco-

nomically segregated cities. This leads to the next hypothesis:

H2a: Economic segregation will decrease support for raising local taxes and for

increasing public goods spending overall.

Second, if trust represents the mechanism linking economic segregation to sup-
port for local revenue and spending, local politicians may be able to respond to this
decrease in trust by giving residents more power over revenue and spending decisions.
If residents can determine the exact good or service that the tax revenue goes toward,
residents with lower levels of trust in government may be more inclined to support
this increased revenue since it removes local politicians’ discretion over where the
money is spent.

Research on attitudes toward public goods generally supports the argument that
voters may be more supportive of spending on specific goods and services. For ex-
ample, some voters who are typically hostile toward government spending become
more supportive of such spending if it applies to specific goods and services (Jacoby
2000). Similarly, in an experiment testing support for public school spending, Glaser
(2002) finds that White voters are more likely to support spending when the ballot
presents spending in a checklist, rather than omnibus, format. The checklist format,
which provides voters with questions on spending for individual items, increases sup-
port among White voters by providing them with more choices and greater control.
Glaser (2002) argues that this increase in control may allow White voters to overcome
some of “the racial hostility generated by competition over the allocation of resources”

(p. 46). As argued above, economic segregation may also increase disagreement and
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competition over resources, leading to a similar finding as Glaser (2002). In sum,
these results, coupled with the argument that economic segregation may lower trust
in local government, suggest that local politicians in highly segregated cities may be
more likely to support and propose spending on specific goods and services.
However, this argument rests on the assumption that politicians will respond to
residents’ preferences. While some work in urban politics contends that resident
preferences hold little sway over policy outcomes (Peterson 1981), more recent work
finds that local politicians do respond to resident preferences in local policy and
spending (Einstein and Kogan 2016; Tausanovitch and Warshaw 2014). Further, Rugh
and Trounstine (2011) shows that local politicians in diverse cities circumvent political
polarization by offering voters more spending categories on municipal bonds to address
the array of residents’ preferences. If residents have lower trust in government as a
whole and express greater support for a tax increase dedicated to goods and services
voted on by residents, local politicians may then respond to these preferences by
also supporting the preferred tax increase. This argument leads to the following

hypothesis:

H2b: Economic segregation will increase support for local revenue dedicated to

specific public goods.

To test these potential outcomes, I use survey data on trust in local government
and administrative data on municipal ballot measures from California. First, I provide
context on municipal ballot measures in California, particularly those related to tax

increases.
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2.3 Municipal Ballot Measures in California

Municipal ballot measures are questions regarding local policy that city residents
vote on directly. In California, either the legislative body can decide to put a ballot
measure to a vote or citizens can go through the initiative process by collecting
signatures and submitting these signatures to the city, though each city has its own
particular process. Once a measure is placed on the ballot, residents can then directly
vote “yes” or “no” to either enact or defeat the particular measure (California Secretary
of State 2016). If the measure is enacted, it only affects the residents of that particular
municipality. Ballot measures can also be enacted at the county, school district, or
state level.

Since 1995, California has maintained detailed reports on the number, type, and
success of municipal ballot measures, making it possible to provide a description of
the types of measures proposed and passed. In even-numbered years, when local
ballot measures are more prevalent, the total number of proposed measures across
municipalities in California ranged from a low of 248 in 2012 to a high of 393 in
2016. The earliest available even year, 1996, had 374 total local ballot measures. In
odd-numbered years, the number of proposed measures ranged from 54 in 2015 to 144
in 1997, with 1995, the earliest odd-numbered year with data, having 119 proposed
measures. The ballot measures address a wide range of local issues, including land
use, recall elections, and taxes, among other topics. The pass rate for all local ballot
measures ranges from a low of 42% in 1997 to a high of 66% in 2013 (Boilard et al.
2017, viii).

Because this paper explicitly addresses local taxes, it is important to describe
ballot measures directly related to this issue. Ballot measures asking about local

taxes typically represent a high proportion of all local ballot measures, especially in
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more recent years. The proportion of ballot measures addressing taxes ranges from a
low of 6% in 1995 to a high of 49% in both 1997 and 2013. Similarly, the pass rate
of local tax measures increased in recent years. The lowest passage rate was 29% in
1995, with the highest as 87% in 2015. It is important to note that these statistics
address all issues concerning local taxes, and not just tax increases or continuances.
According to the 1995 through 2016 dataset compiled from the California Secretary
of State on local ballot measures, a total of 922 ballot measures addressed a tax
creation, increase, or continuance, while 118 ballot measures addressed a tax repeal,
reduction, or limit.

In order to create, raise, or continue a local tax in California, Article XIII C of
the California Constitution requires that local governments put the tax to a vote
by the general electorate. For the tax to pass, the law distinguishes between two
types of taxes: general and special. A general tax, or “any tax imposed for general
governmental purposes,” requires a majority vote for approval. A special tax, or “any

)

tax imposed for specific purposes,” requires a two-thirds majority vote for approval.
Citizens can also use the initiative process to change local taxes, though that option
remains rare (California Legislative Information n.d.). In the dataset used for this
paper, there are only 13 tax increase ballot measures proposed through the initiative
process out of 1,346 total ballot measures. To isolate the decision-making of local
officials, I tested the analyses on data that do not include the initiatives; the results
are the same.

Parcel taxes represent a specific and unique type of special tax. Instead of impos-
ing taxes on the assessed value of a property, California taxes parcels, or “sections of
land identified by number by the assessor of each county” (Gutierrez 2014, 3). Propo-

sition 13, a statewide initiative titled “People’s Initiative to Limit Property Taxation”

and passed on June 6, 1978, established the use of special taxes, which required a two-
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thirds majority vote by the local electorate in order to pass, and capped the property
tax rate at 1%, down from an average of 2.67% prior to Proposition 13 (Gutierrez
2014; Taylor 2016, 2). In response to this tax limitation, local governments turned to
parcel taxes to fund basic public goods and services, and after a series of court cases,
legislation, and further propositions, parcel taxes qualified as special taxes requiring
two-thirds majority vote (Sonstelie 2015, 5). Because parcel taxes can only be spe-
cial taxes, funds raised from taxing parcels of land have to be assigned for a specific
purpose and cannot be used for the general fund of a city.

These changes to local tax laws have important consequences for both the struc-
ture of local revenues and the power of local governments in California. A study
examining the effects of Proposition 13 on the finances of California cities finds that,
from 1972 through 2002, California cities raised more revenue from charges and fees
and less revenue from property taxes over time (Hoene 2004). Because the parcel
tax requires a two-thirds majority vote in the electorate, it may be difficult for lo-
cal governments to raise this tax, potentially requiring them to seek other sources
of revenue. Similarly, the passage of Proposition 218 may decrease local long-term
revenues and spending on public services while shifting revenue-raising power from
local legislatures to citizens (O’Malley 1996).

However, these changes also make California an ideal state to study the relation-
ship between economic segregation and supporting tax increases. Because state law
requires that local residents directly vote on most tax changes, the argument that eco-
nomic segregation shapes residents’ trust in local government and attitudes towards
public goods spending can be plausibly tested on a substantial number of local tax
measures. Further, California’s distinction between general and special taxes allows
for a clear test of whether higher levels of economic segregation correlate with greater

passage of special taxes that fund specific public goods. For these reasons, data on
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local ballot measures in California provide a credible test of hypotheses H2a and H2b

within one state.

2.4 Data and Measures

2.4.1 California Municipal Ballot Measures

The California municipal ballot measure data come from the public website of the
Institute for Social Research (ISR) at California State University, Sacramento.® ISR
provides an Excel file for each year between 1995 and 2016 with detailed information
about local ballot measures at the city, school district, special district, and county
levels. The available information in the Excel files include the year of the ballot
measure; the specific date of the election; the name of the place (city, county, school
district, or special district) voting on the ballot measure; the jurisdiction of the ballot
measure (county, city, or school district); the text of the ballot measure; the type of
ballot measure, such as property tax or ordinance; the topic of the ballot measure,
such as “Land Use: Zoning” or “Transport: Roads”; the total voteshare, as well as the
number of votes for “yes” and “no”; and the outcome of the measure, or whether it
passed or failed. I downloaded the Excel files for years 1996* through 2016 individually
and manually merged the files by appending the appropriate columns. I then cleaned
the data to retain only the city-level ballot measures as provided by the ISR coding
scheme, resulting in a dataset of 4,251 total municipal ballot measures.

To restrict the dataset to only those measures that either created, raised, or con-

3The website address is: http://www.csus.edu/isr/projects/ceda.html. The data were collected
in October 2017.

4While California provides municipal ballot data for 1995, they only have data for a small subset
of cities for this year.
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tinued taxes, I used the coding provided by the ISR, as well as a manual check of the
data to ensure I retained the desired ballot measures. The coding scheme includes
information about the measure type and topic. While one category of ballot measure
topic is “Revenues: Tax Creation/Incr./Contin.,” this topic category mostly refers to
taxes for general funds, rather than specific funds. To include taxes for specific funds
in my dataset, I also used the ballot measure type, such as transportation, safety, and
facilities, as a way to determine whether a ballot measure created, raised, or contin-
ued local taxes. I then went through the dataset manually to ensure that each ballot
measure corresponded to a tax creation, increase, or continuance. This resulted in a
dataset of 1,402 ballot measures across 480 California cities and towns.

Following Hopkins (2009), I create two main binary dependent variables: (1)
whether a city or town proposed a tax increase and (2) whether a city or town pro-
posed and passed a tax increase. The first variable measures the propensity of local
officials to put a tax increase to a vote and reflects “elite processes of deliberation as
well as anticipation of voters’ opinions” (Hopkins 2009, 166). Indeed, an examina-
tion of newspaper articles on local tax increases in California using the Lexis Nexis
database shows that, in some instances, city legislators seek public opinion on local
taxes before placing a question on the ballot. This indicates that elite gatekeeping,
or the decision to place a tax increase on the ballot, acts as a reflection of public sen-
timent and represents a vital step in the process to increasing local taxes. The second
dependent variable represents the joint probability of both proposing and passing a

tax increase and takes into account residents’ preferences once a tax increase is on

®One illustrative example includes a 2012 article from the San Jose Mercury News, which details
the results of a survey asking San Jose residents which method and type of tax increase they would
most favor (e.g., parcel tax for a special tax increase to fund infrastructure, or a hotel tax for a
general tax increase to fund general city services, among other examples). The article also states
that city council members “used their time to talk to constituents and gauge their attitudes about
the tax”(Rosen 2012).
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the ballot.

[ also create four additional binary dependent variables: (1) proposing a special
tax; (2) proposing a general tax; (3) proposing and passing a special tax; and (4)
proposing and passing a general tax. Special taxes are taxes that fund specific goods
or services and require a two-thirds majority vote for passage. General taxes are taxes
that the city can put toward the city’s general fund and other goods and services and
require a simple majority vote for passage. Notably, city councils can decide how to
use general taxes but cannot decide how to use special taxes. The use of special taxes
is bound by the language in the ballot initiative. Using these dependent variables, I
can test whether highly economically segregated cities are more likely to propose and

pass a tax for dedicated goods and services.

2.4.2 Segregation Measures

To construct the full dataset with the dependent variable of interest, economic
segregation, and control variables, I use the 1990, 2000, and 2010 Censuses, as well as
the 2006-2010 American Community Survey (ACS). Using the Census and ACS data,
I create the economic segregation variable using the rank-order information theory
index as used in Reardon and Bischoff (2011).% The rank-order index uses the income
categories in the decennial census’ to compare the distribution of income groups in a
census tract to the distribution of income groups in a larger geography (in this paper,
a census place) to calculate an overall measure of segregation, which ranges from zero

(no economic segregation) to one (total economic segregation). If the distribution

6T use the Geolytics dataset to match the 1990 and 2000 census tract geographies to the 2010
census tract geographies.

"There are 19 income groups in the 1990 Census and 16 income groups in both the 2000 Census
and the 2006-2010 ACS.
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of income groups in the relevant census tracts closely resembles the distribution of
income groups in the overall city, then economic segregation will be low, and the
measure will be close to zero. Conversely, if the distribution of income groups in
the relevant census tracts significantly differs from the distribution of income groups
in the city (e.g., the census tracts only represent one income group while the city
represents all income groups in the census), then the economic segregation measure
will be high .89

Though there are different ways to measure economic segregation, specifically
the Dissimilarity Index, the rank-order information theory index has an important
advantage. Unlike the Dissimilarity Index, the rank-order measure does not rely on
an arbitrary cut-off to determine economic segregation. Instead, the rank-order index
uses the full distribution of incomes in a city to determine the level of segregation.
Moreover, the rank-order index accounts for the degree of separation of income groups
to measure segregation. In other words, economic segregation is higher in cases where
more disparate income groups are separated into census tracts and lower in cases
where more similar income groups are separated into census tracts. The Dissimilarity
Index does not account for this degree of separation in income groups when measuring
segregation and instead relies on a binary definition of high- or low-income. Therefore,
the rank-order index provides a more comprehensive measure of economic segregation.

I calculated the rank-order index for 446 cities and towns in California in 1990,
2000, and 2010. The index ranges from a minimum 0.00 to a maximum of 0.318,
with a median value of 0.032 and a mean of 0.043 for years 1990, 2000, and 2010.

Comparing economic segregation in 1990 to 2010 shows that this segregation increased

8See Reardon and Bischoff (2011) for more detailed information about the rank-order information
theory index measure.

9To construct my measure of economic segregation, I use family income categories, rather than
household income categories, to avoid problems of lower income college students skewing the measure.
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in California cities over those two decades. In 1990, the mean value of economic
segregation is 0.036, with a minimum of 0 and a maximum of 0.203. In 2010, the
mean value is 0.051, with a minimum of 0 and a maximum of 0.318.1° National
statistics on economic segregation somewhat differ from those in California, though
segregation also increased from 1990 to 2010. In 1990, the mean value of economic
segregation for 7,111 cities and towns in the United States is 0.024, with a minimum
of 0 and a maximum of 0.292. For 2010, the mean value of economic segregation
for 12,467 cities and towns is 0.029, with a minimum of 0 and a maximum of 0.982.
Figure 2.1 shows how the distribution of economic segregation in California maps
onto the distribution at the national level for 1990 and 2010. The distributions are
somewhat similar, though California tends to have a greater proportion of cities with
slightly higher economic segregation levels (between 0.05 and 0.10) when compared

with cities nationwide.
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Figure 2.1: Distribution of Economic Segregation, 1990 and 2010

In addition to economic segregation, I also develop a measure for racial segrega-
tion. Past research finds that racial segregation also influences public goods spending.
Specifically, Trounstine (2016) shows that racial segregation leads to racial polariza-

tion at the local level, and therefore decreased spending on goods and services. To

10The number of cities in 1990 is 413; for 2010, the number of cities is 429.
51



control for this relationship, I include a Dissimilarity Index measure, created using
the 1990, 2000, and 2010 Censuses, of White and non-White groups in California
cities and towns in the model. Because California is one of the most diverse states
in the U.S., with large populations of both Hispanic and Asian residents, I include a
White/non-White measure of racial segregation, rather than a White/Black measure,
to better determine White residents’ segregation from other racial groups.

In general, racial and economic segregation tend to be highly correlated. This is
unsurprising, since the United States has a long history of racialized inequality. In
California, some of the cities with the highest levels of racial segregation also have the
highest levels of economic segregation. These cities include Los Angeles, Long Beach,
San Diego, and Oakland. Cities with lower levels of racial segregation also tend to
have lower levels of economic segregation. Examples of these cities include Santa
Monica, Pomona, and Santa Barbara. Notably, the less-segregated cities also tend to
have lower population levels. Figure 2.2 shows the relationship between economic and
racial segregation for California cities in 1990 and 2010. In both years, the segregation
measures are correlated. However, the relationship is stronger in 1990 than in 2010.
Specifically, the r-squared value for 1990 is 0.433, while the r-squared value for 2010 is
0.196. This shows that there may be a divergence in economic and racial segregation

in recent years, making the study of each spatial dynamic increasingly important.

2.4.3 Other Control Variables

For other control variables, I use the 1990, 2000, and 2010 Censuses and 2006-2010
ACS for demographic and socioeconomic control variables. These include: popula-
tion size; median household income; percent non-Hispanic White; percent Hispanic;
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Figure 2.2: Relationship between Economic and Racial Segregation in California
Cities, 1990 and 2010

percent non-Hispanic Asian; percent non-Hispanic Black; and percent population 65
years of age and older.'! T also include the median commute time as a measurement of
ties to the community (Hopkins 2009). The census data are matched as follows: 1990
Census data correspond to years 1996 through 1999; 2000 Census data correspond to
years 2000 through 2009; and 2010 Census and 2006-2010 ACS data correspond to
years 2010 through 2016.

In addition, I control for city’s per capita general own-source revenue using the
1992, 2002, and 2012 Census of Governments.'?> The Census of Governments collects
information on the financial revenues and spending of cities and towns every 5 years.

This includes both the amounts of revenue collected and the ways in which it is

1 All subsequent references to the racial groups White, Black, and Asian in this paper refer to
non-Hispanic White, non-Hispanic Black, and non-Hispanic Asian, respectively.

12The 1992 Census of Governments data corresponds to years 1996 through 1999 in the dataset;
the 2002 Census of Governments data corresponds to years 2000 through 2009; and the 2012 Census
of Governments data corresponds to years 2010 through 2016.
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collected, such as through charges and fees, sales tax, or property tax, among other
categories. The general own-source revenue refers to revenue collected through the
city’s own residents, particularly through local taxes. Including this variable in the
model allows for a degree of control over both the city’s financial status and the city’s
tax burden, which may influence residents’ propensity to vote for local tax increases.'?

Using the variables described above, I created a dataset covering 400 California
cities and towns between the years 1996 through 2016. Each city or town has at
least one observation per year, depending on the number of tax increases voted on
for that year, resulting in 8,437 observations.!* Constructing the dataset in this way
allows for those cities and towns that have multiple votes on tax increases to weight
the results, since these cities will have more positive events. However, before testing

the relationship between economic segregation and support for tax increases, I test

whether economic segregation shapes trust in local governemnt.

2.5 Economic Segregation and Trust in Local Gov-
ernment

To test the relationship between economic segregation and trust in local govern-
ment, I use the 2000 Social Capital Community Benchmark Survey to conduct a
national cross-city analysis. The data from this survey includes a national sample of
respondents and a sample of respondents from 42 communities in 29 states across the
U.S. Each respondent in the dataset is geocoded to her census place. The survey asks

respondents: How much of the time do you think you can trust the local government

13T also test the model using the city’s general revenue sources, which include intergovernmental
transfers from the federal and state government. The results are the same.

14Some cities vote for multiple tax increases or continuances in a given year.
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to do what is right? Respondents receive four answer options: (1) Just about always;
(2) Most of the time; (3) Some of the time; and (4) Hardly ever.!® To examine seg-
regation’s relationship to high trust in local government, I create a dummy variable,
with 1 equal to the response “Just about always,” and 0 equal to all other responses.
Similarly, to examine segregation’s relationship to low trust in local government, I
create a second dummy variable, with 1 equal to the response “Hardly ever,” and 0
equal to all other responses.'6

I include a number of covariates in the model, both city-level and individual: pop-
ulation size; population density; percent poverty’ median household income; percent
Black; percent Hispanic; and respondent age, race, and education.!” I also include a
racial segregation variable in order to isolate the effect of income segregation on trust.
To measure racial segregation, I use the White/Black Dissimilarity Index. Using these
covariates, I create two cross-city logit models with city-level clustered standard er-
rors. The first model tests segregation’s effect on high trust in local government, and
the second model tests segregation’s effect on low trust in local government.

The results show that economic segregation has a negative and significant effect
on high trust in local government (p < 0.1), and a positive and significant effect on
low trust in local government (p < 0.05). As economic segregation increases from

0.00 to 0.20,'8 the probability of a respondent having high trust in local government

decreases from 10.1% to 6.1%. Conversely, the probability of a respondent having

I5Respondents may also answer “Don’t know,” or refuse to answer.
16Responses of “Don’t know” and non-responses are excluded.

1"These variables are dummy variables indicating: (1) whether respondent is age 18 to 34; (2)
whether respondent identifies as Black; and (3) whether respondent has a high school diploma or
GED.

18This represents the range of economic segregation values from 0% to nearly 100%, excluding
significant outliers.
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low trust in local government increases from 9.9% to 14.1%. The full results from the

logit models are available in Appendix D.
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Figure 2.3: Effect of Economic Segregation on Trust in Local Government

Note: The dashed lines represent the 95% confidence intervals for the predicted prob-
abilities of each model. There are 15,464 respondents in 1,323 cities and towns.

The findings support HI and demonstrate that, as economic segregation increases,
residents’ trust in local government decreases. This decrease in trust may subse-
quently lead to lower support for local tax increases, as residents are less trusting
of how local governments will spend the revenue. Alternatively, highly segregated
cities may be more willing to support special taxes, since they are legally dedicated
to a specific purpose and not left to the discretion of local politicians. I test these

potential outcomes in the next section.
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2.6 The Direct Relationship Between Economic Seg-
regation and Local Tax Increases

I examine the relationship between economic segregation and support for local tax
increases in two ways: (1) economic segregation’s relationship to proposing local tax
increases and (2) economic segregation’s relationship to proposing and passing local
tax increases. Proposing local tax increases captures economic segregation’s potential
effect on local politicians’ decision-making over whether to place a tax increase on
the ballot, as well as which type of tax increase to place on the ballot. Proposing
and passing local tax increases takes into account both politicians’ decision-making
and residents’ response to these tax increases once they are on the ballot. Testing
these dependent variables separately helps to identify whether economic segregation
mostly affects local politicians’ processes of decision-making, residents’ preferences
once a tax increase is on the ballot, or both. I begin by testing the relationship

between economic segregation and proposing a tax increase.

2.6.1 Relationship between Economic Segregation and Propos-

ing a Tax Increase

To test the direct relationship between economic segregation and proposing local
tax increases, I develop logit models with three key dependent variables: (1) whether
a city proposed a tax increase in a given year; (2) whether a city proposed a special
tax increase in a given year; and (3) whether a city proposed a general tax increase

in a given year. Cross-city logit models are appropriate here due to the binary nature
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of the dependent variables.’® T use cluster-robust standard errors at the city level to

account for within-city correlation. I also include a time trend variable to control for

over-time changes in the likelihood of proposing a tax increase for all cities.

Table 2.1: Logit Models, Direct Effect of Economic Segregation on Proposing Tax

Proposing Tax

Proposing Special Tax

Proposing General Tax

(1) (2) (3)
Economic Segregation 0.7 5.1%* —1.6
(2.0) (2.5) (1.7)
Racial Segregation 0.01** 0.02%** 0.004
(0.005) (0.01) (0.005)
log(Population) —0.04 —0.2* 0.1
(0.1) (0.1) (0.1)
log(Median HH Inc) —0.5%* —0.5** —0.4%**
(0.1) (0.2) (0.2)
% White -3.3 —1.7 —4.0
(2.1) (3.0) (2.5)
% Black —0.6 —0.6 —1.0
(2.4) (3.4) (2.7)
% Asian -3.1 —2.0 -3.7
(2.1) (2.8) (2.5)
% Hispanic —3.8* -2.8 —4.2%
(2.1) (3.0) (2.4)
% Age 65 years plus 0.03 -14 0.7
(1.0) (1.4) (1.1)
Commute 0.000*** 0.000* 0.000**
(0.0) (0.0) (0.0)
Gen. Revenue Own Sources —0.000* —0.000* —0.000
(0.000) (0.000) (0.000)
Time Trend 0.03*** —0.02 0.05***
(0.01) (0.01) (0.01)
Constant —46.2%** 41.1 —84.9%**
(15.2) (26.4) (18.3)
Observations 8,415 8,415 8,415

p < .1; *p < .05; Fp < .01

The results of the models in Table 2.1 show that economic segregation has no

19T do not use fixed-effects models to preserve between-city variability. Because holding a vote on
a tax increase is relatively rare, and some cities hold none or one throughout the years 1996 through
2016, estimating within-city effects would not provide as useful a test of the relationship between

economic segregation and supporting increased taxes.
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Figure 2.4: Effect of Segregation on Probability of Voting on Tax Increase,
1996-2016

Note: The dashed lines represent the 95% confidence intervals for the predicted prob-
abilities of each model. There are 1,130 total tax increase ballot measures in 323
cities and towns. Three hundred and forty-seven ballot measures represent special
taxes, and 789 represent general taxes.
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effect on proposing a tax increase. As economic segregation increases from 0.00 to
0.20,%° the likelihood of a city voting on a local tax increase slightly increases from
11.9% to 13.5%, an insignificant change. This finding contradicts H2a, or that higher
levels of economic segregation will lead to decreased support for tax increases.

Alternatively, economic segregation may lead cities to propose taxes that fund
specific goods and services to gain residents’ trust in how the city spends its increased
revenue. Model (2) in Table 2.1 tests this question and shows that higher levels of
economic segregation lead to a significant increase in the likelihood of proposing
special taxes, which designate those taxes for specific goods and services. No such
relationship exists for general taxes. As economic segregation increases from 0.0 to
0.20, the probaility of proposing a special tax also increases from 2.5% to 6.5%.2!
For general taxes, this probability decreases from 9.5% at no economic segregation to
7.1% at high economic segregation, though the decrease is not statistically significant.
Thus, high economic segregation significantly increases the probability that cities will
vote on tax increases for specific, dedicated public goods.

The models in Table 2.1 show how economic segregation shapes a city’s decision
to vote for a tax increase compared to all other cities in the dataset. However,
it is also useful to analyze whether economic segregation shapes a city’s decision to
propose a special versus general tax increase once the city decides it will vote on a tax
increase. This assesses whether segregation shapes the trade-off between proposing a
tax increase for dedicated funds voted on directly by residents versus a tax increase for

funds left to the discretion of local politicians. That is, for those cities that propose

20This represents the range of economic segregation values from 0% to nearly 100%, excluding
significant outliers.

21'While the probability of proposing a special tax remains low overall, special tax increases or
continuances represent 347 of the 1,143 tax increases and 8,421 total observations in the complete
dataset. One hundred and seventy-one out of 400 cities and towns in the dataset held votes on
special taxes.
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a tax increase at all, do cities with greater segregation tend to choose a special tax
increase over a general tax increase?

The results show that economic segregation has a positive and significant effect
on a city’s support for a special tax increase versus a general tax increase.?? As
economic segregation increases from 0.0 to 0.20 in a city proposing a tax increase, the
probability of proposing a special tax increase rises from 19.5% to 47.5%. Conversely,
the probability of proposing a general tax increase falls from 80.5% to 52.5%. These
results suggest that, given the decision to vote on a tax increase at all, higher levels of
economic segregation lead local officials to choose the special tax increase at a greater
percentage.

These results support H2b, or that economic segregation increases support for tax
increases dedicated to particular goods and services. However, these models use voting
on a tax increase as the dependent variable and thus capture local politicians’ decision-
making, rather than residents’ preferences after a decision has been made. The next
section examines the relationship between economic segregation and proposing and

passing a tax increase, which takes residents’ decisions into account.

2.6.2 Relationship Between Economic Segregation and Propos-

ing and Passing a Tax Increase

To test if economic segregation also shapes residents’ support for tax increases,
I develop logit models using three dependent variables: (1) proposing and passing a
tax increase; (2) proposing and passing a general tax increase; and (3) proposing and
passing a special tax increase. Figure 2.6 shows the relationship between economic

segregation and these dependent variables. The full results of the logit models are

22The logistic regression model is available in Appendix E.
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Figure 2.5: Effect of Segregation on Probability of Voting on Special versus
General Tax Increase, 1996-2016

Note: The dashed lines represent the 95% confidence intervals for the predicted prob-
abilities of each model. There are 1,143 total tax increase ballot measures in 323
cities and towns. Three hundred and forty-seven ballot measures represent special
taxes, and 789 represent general taxes.
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available in Appendix E.
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Figure 2.6: Effect of Segregation on Probability of Proposing and Passing Tax
Increase, 1996-2016

Note: The dashed lines represent the 95% confidence intervals for the predicted prob-
abilities of each model. There are 1,143 total tax increase ballot measures in 323
cities and towns. Six hundred and ninety-two of these tax increases passed in 275
cities and towns. There are 347 special taxes and 789 general taxes in the dataset in
171 and 293 cities and towns, respectively. One hundred and fifty-four special taxes
passed, while 538 general taxes passed in 83 and 248 cities and towns, respectively.

Economic segregation does not have a significant relationship with proposing and
passing a tax increase, special tax increase, or general tax increase. This suggests
that economic segregation’s main effect on support for tax increases comes from local
politicians’ decision-making and anticipation of residents’ preferences, rather than
through residents’ responses to the tax measures placed on the ballot. 1 also test
the relationship between economic segregation and passing a special tax increase and

passing a general tax increase conditional on having a tax increase on the ballot. I find
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that economic segregation has no effect on passing a special or general tax increase
(full results available in Table E.3 in Appendix E). Notably, the two-thirds bar for
passing special taxes limits the variation in the dependent variable, or the probability
of passage. Indeed, while 43% (171) of cities and towns in the dataset proposed a
special tax, only 21% (83) of cities and towns in the dataset both proposed and passed
a special tax. In addition, only 25% of cities that proposed a tax passed a special
tax; conversely, 77% of cities that proposed a tax passed a general tax. The high bar
for passing a special tax may further motivate politicians to carefully consider which
type of tax to place on the ballot.

In general, the results corroborate H2b, or that economic segregation will increase
support for special taxes dedicated to specific goods and services. Highly economi-
cally segregated cities, then, do not necessarily spend less on public goods; instead,
these cities are more likely to raise revenue by limiting the decision-making power of
local politicians and dedicating this revenue to specific goods and services. However,
this increased support comes from local politicians placing special tax increases on
the ballot at greater rates in economically segregated cities, rather than residents’
preferences after a tax increase has been placed on the ballot. While this could in-
dicate that residents’ distrust of local government plays a less significant role than
suggested, newspaper accounts of the debates on California tax increases suggest
that local politicians consider resident preferences when deciding which tax increase
to place on the ballot and that trust in local government is significant in these con-
siderations. In the next section, I further explore this relationship using newspaper

accounts of the debates on California tax increases.
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2.7 Newspaper Accounts of General and Special Taxes

The results above show that high economic segregation correlates both with lower
levels of trust in local government and with a higher probability of proposing a spe-
cial tax increase for dedicated goods and services. I contend that this decrease in
trust among residents motivates local politicians to support special taxes at higher
rates. Specifically, local politicians respond to residents’ decreased trust in highly seg-
regated cities by constraining their own decision-making power and placing special
taxes for dedicated goods and services on the ballot. While the quantitative analyses
indicate a significant relationship between economic segregation and trust, and be-
tween economic segregation and proposing special taxes, these analyses do not show
whether residents’ trust is central to the decision to support special taxes. They also
do not show whether politicians consider residents’ preferences in deciding to support
particular tax increases.

To provide an analysis of political decision-making in local taxes, I examined
newspaper accounts of the political debates regarding city-level general and special

taxes in California between the years 1996 and 2016. Using the Lexis Nexis database,

PRI ” o«

I searched for the terms “city,” “vote,” “general tax” and “special tax” to examine
the political debates surrounding both general and special tax increases. The search
yielded 146 results. After removing duplicates, there were 124 articles in the dataset.
I then coded the articles for two main outcomes: (1) whether city councils debate a
general versus special tax increase and (2) whether this debate focuses on questions
of trust in how city legislatures will spend the tax revenue. To determine whether
city councils debated a general versus special tax increase, I read the articles to see if

legislators considered using a general or a special tax increase to raise revenue. If the

articles indicated this, I coded the article as a “1” to indicate that there was a debate
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over this tax increase; all other articles were coded as “0.” To determine whether
this debate focused on concerns over how city legislatures will spend the increased
revenue, I read the articles for indications of city legislators’ or residents’ perspectives
on spending. If the article depicted lawmakers’ and /or residents’ concerns over how
city legislatures will spend the tax revenue, I coded this article as a “1” to indicate
trust as a component of the debate over tax increases. For example, if an article
depicted a lawmaker or resident as skeptical of a general tax due to potential misuse
of funds, I coded that article as a “1.” Conversely, if an article simply described a
general and a special tax, without any indication of concern over how the money will
be spent, I coded that article as a “0.”

The articles show that city legislators regularly debate whether to use a general or
special tax to increase funds and that a majority of these debates focus on residents’
skepticism of, and lack of trust in, the city’s use of funds. Seventy-seven out of the 124
articles depict a debate over general versus special tax increases among legislators.
Out of these 77 articles that depict a debate over the type of tax increase, 39 indicate
that this debate focuses on distrust of how legislatures will spend the tax revenue.
For example, in response to the decision to place a general sales tax on the ballot
for increased police, one San Bernardino councilmember lamented that the general
tax may fail because “people will be concerned about how it will be spent” (Rogers
2006b). Indeed, in another article detailing the decision, one councilmember said he
was concerned about proposing a general rather than special tax because the voters
“don’t want a tax for a bunch of welfare programs,” implying further skepticism in
how the money will be spent (Rogers 2006a). Similarly, the mayor of Moorpark
advocated for using a dedicated tax for parks funding and characterized general taxes
as “much more distasteful for voters,” suggesting that voters prefer to know where tax

money goes (Mascaro 1998). Finally, an editorial depicting a general versus special
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tax debate in Oroville criticizes the city council’s decision to place a general tax on
the ballot because of uncertainty in how the money will be spent. The editorial states
that funding the general tax “requires trust from voters” and suggests that voters will
be more receptive to a tax increase for dedicated purposes (Enterprise-Record 2016).
These examples illustrate that residents’ trust in local governments and concern over
how tax revenue will be spent are central to debates on general versus special taxes.

The articles also depict local officials as sometimes strategic in their decision-
making in whether to support a general or special tax. Out of the 77 articles that
showed a debate between a general and special tax increase, 24 indicated that local
politicians were considering public opinion in their decision-making. To determine
this, I coded the articles as “1” for those that indicated local politicians were con-
sidering public opinion. This may include a quote from a legislator that showed she
believed the public would support one type of tax increase over another, or it may
include information about the city council looking at polling data to gauge public
opinion regarding the tax increase. In general, local politicians sometimes decide
whether to propose a general or special tax based on its likelihood of passage. For
example, when debating whether to propose a general or special hotel tax, the mayor
in Sausalito advocated for a general tax because he believed it was more likely to
pass than a special tax (Bova 2004). Some cities poll residents to assess support for
a general or special tax. In 2014, San Jose councilmembers considered a poll show-
ing a greater chance of passage for a general tax rather than special tax for public
safety (Kurhi 2014). Other cities, such as San Bernardino and Vallejo, also considered
polling outcomes in their decisions to place a particular tax measure on the ballot
(Rogers 2006a; York 2012).

In sum, these articles describe a critical link between trust in city government and

voting for special taxes. Further, these articles provide some evidence of strategic

67



decision-making by local politicians, who sometimes take residents’ preferences into
account when deciding which tax measure to place on the ballot. Residents of cities
with high economic segregation have lower levels of trust in local government and
likely higher skepticism of how local politicians spend tax revenue. This leads local
politicians to raise revenue through special tax increases at a greater rate, since
residents with lower levels of trust may be more likely to support tax increases for

dedicated purposes.

2.8 Conclusion

The evidence presented in this paper suggests that economic segregation has an
important relationship with attitudes toward local government and support for local
tax increases. With high- and low-income residents living in separated neighborhoods,
trust in local government appears to decrease, potentially due to increased political
polarization and residents’ concern that these governments may enact policies with
which they strongly disagree. However, economic segregation does not appear to
decrease support for tax increases overall. Instead, economic segregation and its
relationship to trust in local government motivates local politicians to propose more
tax increases that are dedicated to specific goods and services, removing any discretion
local legislatures have in allocating this revenue. Essentially, economic segregation
seems to prompt local politicians to limit their own decision-making power and grant
more power to residents.

The implications of these results may be significant for local politics. Though not
explored in this paper, granting residents greater power over revenue and spending
decisions may further exacerbate socioeconomic inequalities. Higher income residents

tend to be more politically active, and therefore these residents may determine the
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distribution of this increased revenue, potentially funneling tax money to their own
neighborhoods or preferred services. Future research should explore the relationship
between economic segregation, residents’ preferences, and the distribution of local
spending.

In addition, it is important to discuss the differences between economic segre-
gation and racial segregation and their relationship to public goods. Both racial
and economic segregation seem to decrease trust. However, while Trounstine (2016)
shows that racial segregation decreases public goods spending across a number of
policy areas, this paper finds that economic segregation has a different relationship
to public goods. Instead of decreasing support for tax revenue, economic segregation
increases support for local taxes dedicated to specific goods and services. Therefore,
increased economic segregation does not necessarily lead to decreased investment in
public goods but instead has a more nuanced relationship with city-level revenue and
spending.

Finally, there are some limitations in this study that necessitate more research
on this relationship. First, this study only examines California, which has a unique
system of raising local revenue, particularly with the distinction between general and
special taxes. A study with a larger sample of states may find that local politicians
in other states cannot easily overcome decreased trust by proposing tax increases
dedicated to particular goods and services. Second, this study does not examine
the implications of this increase in support for special taxes. Future studies should
analyze the distribution of these tax increases to see if they are targeted to partic-
ular neighborhoods or mirror the preferences of certain residents. With economic
segregation increasing in recent decades, more research is needed to understand the

implications of this type of segregation.
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3 Partisanship and Affordable Housing:
How Democrats and Republicans Geo-
graphically Distribute the Low-Income
Housing Tax Credit Program

3.1 Introduction

Growing inequality in income has led to growing inequality in the spatial distri-
bution of income groups in cities and metropolitan areas in the United States (Buc-
chianeri and Weitz 2018; Reardon and Bischoff 2011). By 2014, 14 million Americans
were living in neighborhoods with a poverty rate of 40% or higher, more than double
the number in 2000 (Kneebone and Holmes 2016). With this growing concentration of
poverty comes an increase in attention from scholars, activists, and some politicians
to the negative effects associated with living in high-poverty neighborhoods. Indeed,
research shows that concentrated poverty decreases socioeconomic mobility, physical
health, and political participation among residents (Anderson et al. 1997; Chetty et al.
2014; Cohen and Dawson 1993). Further, in the 1990s, the federal government im-
plemented initiatives aiming to deconcentrate poverty; this points to a national-level
focus on relocating low-income residents to lower- poverty neighborhoods.

Yet this focus on deconcentrating poverty is not equally distributed among po-

litical parties. While both the 2016 Democratic and Republican party platforms
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address housing policy, and while Republican Senators have introduced legislation to
expand the Low-Income Housing Tax Credit program (Kimura 2016), the Republican
Party platform neglects to explicitly address housing policy as a means for poverty
deconcentration, instead arguing against initiatives that constitute “social engineer-
ing.” In contrast, the Democratic platform supports building affordable housing in
“areas of economic opportunity,” likely meaning low-poverty neighborhoods (Hertz
2016). Democratic politicians, then, seem more likely to actively support and pur-
sue policies that deconcentrate poverty by building affordable housing in low-poverty
neighborhoods.

However, Democrats also face pressures that may result in allocating a greater
number of housing units to high-poverty neighborhoods. Democrats generally sup-
port providing resources such as housing to residents living in these neighborhoods.
Recent work shows that Democratic politicians pursue policies that allocate resources
to low-income constituents at various levels of government, including state and lo-
cal government (Faricy 2011; Einstein and Kogan 2016; Tausanovitch and Warshaw
2014). This may lead Democratic administrations to steer housing development to
higher-poverty neighborhoods. Conversely, Republican administrations do not have
clear partisan priorities when it comes to affordable housing policy. In general, Repub-
licans disagree with government intervention in housing policy and tend to emphasize
free-market principles, suggesting that Republican administrations would allow devel-
oper preferences and /or residents’ preferences to determine the distribution of housing
units.

To test the hypotheses outlined above, I use the Low-Income Housing Tax Credit
(LTHTC) Program. The LIHTC program, written into the 1986 tax legislation, repre-
sents the most significant program for affordable housing development in the United

States (Gay 2017). To fund the program, the Internal Revenue Service (IRS) pro-
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vides credits to the state Housing Finance Agencies (HFA) on a per-capita basis (The
Furman Center 2012). Because states usually receive more demand for LIHTC sub-
sidies than supply, state administrations can generally decide where to fund LIHTC
projects (Gay 2017). This wide discretion in choosing the location of LIHTC-funded
housing developments allows for interstate variation in the types of neighborhoods in
which LIHTC developments are built.

This variation may reflect the partisanship of state administrations. With Democrats
and Republicans differing in their approach to housing policy, and with Democrats
facing competing priorities, states with Democratic governors may use the LIHTC
program for alternative partisan purposes: (1) to deconcentrate poverty by locating
LIHTC-funded developments in low-poverty neighborhoods or (2) to increase invest-
ment and resources in higher-poverty neighborhoods by locating LIHTC-funded de-
velopments in these neighborhoods. While other research finds that socioeconomic
conditions, particularly the poverty rate and minority population, often determine the
location of LIHTC-funded developments (Cummings and DiPasquale 1999; Dawkins
2013; Rohe and Freeman 2001), these articles mostly focus on socioeconomic and
demographic determinants, rather than on the partisanship of state administrations.
More recent work indicates that state decision-making does have some effect on lo-
cating these units. Specifically, Adkins, Sanderford, and Pivo (2017) shows that state
policies shape whether LIHTC developments are located in accessible neighborhoods,
and Gay (2017) shows that higher county-level support for the Democratic governor
increases the number of LIHTC units allocated to that county. I extend this lit-
erature by examining whether Democratic state administrations, as compared with
Republican administrations, use the LIHTC program in an effort to deconcentrate
poverty by locating housing in low-poverty neighborhoods, or whether Democratic

administrations locate housing in high-poverty neighborhoods to increase resources.
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To test whether the party of the state’s governor and administration shapes the
location of LIHTC-funded developments, I analyze the relationship between the party
of the governor and the census-tract location of LIHTC housing units from 1990 to
2010. Specifically, I examine whether the governor’s party predicts the proportion of
low-income housing units built in low-poverty versus high-poverty census tracts. Few
studies exist that examine the role of state partisanship in LIHTC funding decisions
(but see Eriksen and Rosenthal (2010) and Gay (2017)). With differences in parti-
san ideology regarding housing policy and the government’s involvement in shaping
housing policy outcomes, it seems likely that political party would play a role in the
geographic location of affordable housing.

Using data on the geographic location of LIHTC developments, the governor’s
party for each state, and the socioeconomic and demographic characteristics of cen-
sus tracts from 1990 through 2010, I develop fixed-effects models to estimate the
relationship between the governor’s party and the proportion of low-income LIHTC
units allocated to both low-poverty and high-poverty census tracts. The results show
that there is no significant difference between Democrats and Republicans in the
proportion of units allocated to either low- or high-poverty census tracts. I also
create an alternative model that measures poverty as a continuous variable to esti-
mate whether Democratic governors allocate more or fewer LIHTC housing units to
a census tract as its poverty rate increases. Using this model, I find that states with
Democratic governors do not allocate significantly more or fewer low-income housing
units as the poverty rate of a census tract increases. Conversely, Republican gov-
ernors allocate significantly fewer units as a neighborhood’s poverty rate increases.
Because Republicans do not have clear partisan goals regarding affordable housing,
this finding suggests that developer preferences or other preferences may spur hous-

ing development in neighborhoods with less poverty. It also suggests that Democratic
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administrations do not use the LIHTC program to further partisan goals concerning
poverty deconcentration. In sum, these results indicate that partisanship may not

translate into administrative decision-making and outcomes on affordable housing.

3.2 Poverty, Partisanship, and Affordable Housing
Policy

Differences between Democrats and Republicans on social policy are well docu-
mented and reinforced by recent trends in partisan polarization since the mid-20th
century (Poole and Rosenthal 2001). Republicans tend to emphasize free markets,
less government intervention, and individual choice and responsibility as ideological
principles; in contrast, Democrats generally believe redistribution is necessary for
economic equality and support universal social policy (Faricy 2011). Spending on so-
cial policy at the national level reflects these ideological differences, with Democrats
spending more on social programs (McCarty, Poole, and Rosenthal 2006). Similarly,
states with Democratic governors and/or state legislatures, in general, spend more
on social programs than states with Republican governors and/or state legislatures
(Barrilleaux, Holbrook, and Langer 2001; Brown 1995; Dye 1984; Fellowes and Rowe
2004). These findings suggest that partisan control of state government, like national
government, has important consequences for social policy.

Affordable housing policy falls in the realm of social policy, as the government
provides subsidies through tax revenue to serve lower-income residents (Hays 2012).
The partisan divide on redistributive programs translates into Democrats generally
supporting an active role for government in the formation and implementation of af-

fordable housing policies; in contrast, Republicans generally support little-to-no gov-
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ernment intervention and a free-market approach to housing policy (Marcuse 2001).
Though these partisan differences do not necessarily mean that Republicans are less
likely to support the existence of affordable housing, they do suggest that Democrats
are more willing to purposely target particular neighborhoods for housing develop-
ment in order to further Democratic policy goals. In contrast, Republicans are likely
to take a less targeted approach to housing policy, potentially letting local preferences
dictate the location of housing projects. If these differences in partisan approaches to
affordable housing hold true and Democrats strategically distribute low-income hous-
ing units to further a partisan priority, then we should see significant differences in
the distribution of these units between Democratic and Republican administrations.

This partisan divide regarding housing policy becomes even more apparent when
considering positions toward poverty deconcentration. Over the past few decades, re-
search on the consequences of concentrated poverty has highlighted the negative out-
comes associated with living in high-poverty neighborhoods, including a variety of so-
cial ills, from poor health to political demobilization (Anderson et al. 1997; Cohen and
Dawson 1993; Widestrom 2015; Wilson 2012). This academic focus on the negative
outcomes of concentrated poverty translated into a political focus on poverty decon-
centration in the early 1990s under the Clinton administration. During this time, the
Department of Housing and Urban Development (HUD) implemented the Moving To
Opportunity program (MTO)! after years of political opposition to poverty decon-
centration programs during the Reagan and Bush administrations (de Souza Briggs,

Popkin, and Goering 2010). While the Clinton administration and the Republican

IMTO provided housing counseling and vouchers to randomly selected families that allowed them
to move from high-poverty to low-poverty neighborhoods. Random selection allowed government
officials and researchers to evaluate the effects of poverty deconcentration on individuals. The
program was conducted in five metropolitan areas: Baltimore, Boston, Chicago, Los Angeles, and
New York.
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Congress worked together on housing policy (Goetz 2000), Republican rhetoric around
the MTO program in Baltimore included concerns of “social engineering,” suggesting
opposition to the program (de Souza Briggs, Popkin, and Goering 2010, 62). More-
over, funding for housing vouchers decreased with the second Bush administration
(de Souza Briggs, Popkin, and Goering 2010; Hays 2012; Sard and Rice 2007), indi-
cating that housing policy as a tool for poverty deconcentration may not have been
a priority for Republican administrations like it was for Democratic administrations.

However, despite recent support by Democrats for poverty deconcentration, Democrats
also traditionally emphasize the importance of allocating resources to low-income con-
stituents who often live in distressed neighborhoods. As outlined above, Democrats
spend more on social programs at the state and national levels, and more recent
studies examining partisanship at the local level find Democratic mayors prioritize
and spend more on redistributive policies than Republican or non-Democratic mayors
(Einstein and Kogan 2016; Einstein and Glick 2016). This may lead Democrats to
locate LIHTC-developments in high-poverty neighborhoods, rather than low-poverty
neighborhoods, as a way to provide resources and development to poorer residents.
Conversely, Republicans generally do not emphasize direct resource allocation to low-
income constituents or to high-poverty neighborhoods, potentially making them less
likely than Democrats to target high-poverty neighborhoods for housing develop-
ments.

An alternative explanation to Democrats providing a greater number of afford-
able housing units to high-poverty neighborhoods may be that public opposition to
development in low-poverty neighborhoods leads Democrats to locate developments
in higher-poverty areas. Because residents of lower-poverty neighborhoods are of-
ten more politically powerful (Cohen and Dawson 1993; Widestrom 2015), and be-

cause affordable housing development often faces formidable opposition (Pendall 1999;
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Scally and Tighe 2015; Tighe 2010), Democratic governors may steer housing toward
higher-poverty neighborhoods to mitigate any potential backlash. However, it is un-
clear whether or not Democratic administrations would be more likely to do this
than Republican administrations. Literature on “not in my backyard” (NIMBY) at-
titudes and opposition to public housing does not necessarily show a relationship
between partisanship and opposition to building affordable housing developments in
lower-poverty neighborhoods, beyond its relationship to social policy attitudes more
generally (Tighe 2010). While it remains possible that Democrats are more likely
than Republicans to acquiesce to these attitudes, it seems that both Democratic and
Republican administrations would face potent opposition to building LIHTC develop-
ments in lower-poverty neighborhoods. Therefore, opposition to public housing likely
affects both parties’ administrations and is probably not a factor in any partisan
difference in LIHTC unit allocation.

The discussion above highlights how the Democratic approach to housing policy
may differ from the Republican approach through purposeful targeting of housing
developments to either low- or high-poverty neighborhoods, depending upon partisan
goals. This leads to the question of how the partisan ideology of Republicans shapes
the allocation of affordable housing units. While there is a dearth of literature examin-
ing the relationship between the Republican party and affordable housing allocation,
literature on Republican approaches to federal housing policy and social policy more
generally indicates that Republican administrations deem targeted housing policy a
non-priority and have little-to-no interest in using government intervention to shape
the location of affordable housing units (de Souza Briggs, Popkin, and Goering 2010;
Hays 2012; Sard and Rice 2007). Instead, it seems Republicans would be more likely
to allow other factors, such as demographics and developer preferences, to dictate the

location of affordable housing units.
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In general, then, the history of partisanship and social and housing policy outlines
two partisan priorities for Democrats: (1) to deconcentrate poverty or (2) to allocate
resources to high-poverty neighborhoods. These priorities contrast with the Repub-
lican approach to housing policy, which consists of a more free-market, hands-off

approach to building affordable housing. This leads to two hypotheses:

H1: Democrats are more likely than Republicans to support and use government
intervention to deconcentrate poverty by locating more affordable housing units

i low-poverty neighborhoods.

H2: Democrats are more likely than Republicans to support and use government
intervention to allocate resources to high-poverty neighborhoods by locating more

affordable housing units in these high-poverty neighborhoods.

To test the hypotheses above, I use the Low-Income Housing Tax Credit program,

which allows for state control over the geographic allocation of affordable housing.

3.3 Low-Income Housing Tax Credits and Afford-
able Housing Policy

The history of housing policy in the United States traces a devolution from fed-
eral to state and local oversight. Beginning in the 1970s, the federal government
focused on “demand-side subsidies and devolution of low-income production decisions
to states and local governments” as a result of previous policy failures (Orlebeke 2000,
502). This new focus led to the bipartisan passage of the Low-Income Tax Credit
program in 1986 as part of the Tax Reform Act. The LIHTC program encourages

the development, rehabilitation, and preservation of affordable housing by providing
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subsidies to developers in the form of “dollar-for-dollar” tax credits (Orlebeke 2000,
511). To qualify for these credits, developers must ensure either that 20% or more
of the units will be set aside for renters with income below 50% of the area median
income or that 40% or more of the units will be set aside for renters with income
below 60% of the area median income (The Furman Center 2012; Orlebeke 2000).2
These units must remain available for low-income renters for at least 15 years (Gay
2017; Orlebeke 2000).

To receive the tax credits, developers apply to the state’s HFA or another relevant
state agency. The state agencies then award tax credits on an annual and competitive
basis. These decisions are dictated by the state’s annual Qualified Action Plan,
which outlines the selection criteria for LIHTC developments and the state’s housing
priorities for that particular year (McClure 2000; Gay 2017). The funding amount
granted to the LIHTC program is based on the state’s population, with a minimum
of $2,525,000 granted to each state (The Furman Center 2012). Applications for
funding generally outpace availability (Gay 2017). According to the National Low
Income Housing Coalition, the LIHTC program served 53,048 households and funded
over 2.3 million units of affordable housing and is considered one of the most successful
programs to provide affordable housing (Gay 2017).

Given the LIHTC program’s central role in affordable housing supply and states’
discretion over the geographic location of affordable units, the LIHTC provides a
unique opportunity to examine if and how political party shapes the location of
affordable housing units. However, in order for the governor’s political party to
influence LIHTC-funded development locations, the governor must have some power

over the process. Gay (2017) shows that the agencies with power over LIHTC-project

%In addition, rent cannot be more than 30% of 50% or 60% of the area median income, depending
on the income limit used in the LIHTC development (The Furman Center 2012).
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allocation are mainly constituted by a board of directors appointed by the governor; in
one-third of states, the governor appoints every member of the board, and more than
half are appointed by the governor in every state but six (p. 44).> This indicates that
the governor’s partisan affiliation may have important consequences for the projects
chosen for the LIHTC program.

Indeed, recent studies suggest that party affiliation plays some role in the LIHTC
program’s administration. Gay (2017, 40) finds a “modest relationship” between
county-level support for the Democratic governor and the number of housing tax
credits awarded to that county; that is, higher support for Democratic governors
results in higher numbers of awarded credits. Similarly, Eriksen and Rosenthal (2010)
demonstrate a positive relationship between a county’s vote share for the current
governor and the number of housing tax credits the county receives. And finally,
Adkins, Sanderford, and Pivo (2017) finds that state policy influences whether LIHTC
developments are built in “location efficient” places, further supporting the assertion
that partisanship and state policy priorities can shape the geographic distribution of
housing tax credits.

Other research shows that demographic factors are important determinants of the
geographic distribution of LIHTC developments, though with mixed results that leave
room for alternative explanations. A substantial body of work examines the location
of LIHTC developments in relation to poverty rates and minority concentration, with
inconclusive results. Some work finds that LIHTC developments are more likely
to be located in high-poverty, high-minority neighborhoods (Dawkins 2013; Rohe
and Freeman 2001; Williamson, Smith, and Strambi-Kramer 2009), while other work

finds that, under certain circumstances, LIHTC developments can actually contribute

3These include Wisconsin, New Jersey, Connecticut, Pennsylvania, North Carolina, and Nevada
(Gay 2017, 45).
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to poverty deconcentration (McClure 2006). Further, an Abt Associates analysis
of LIHTC development locations shows that states vary widely in the number of
LIHTC units located in low-poverty neighborhoods; however, it does not explore
potential causes of this variation (Khadduri, Buron, and Climaco 2006). These mixed
results point to the possibility that other factors, such as partisanship, play a role
in affordable housing location decisions. This, along with research examining the
relationship between party affiliation, state policy, and affordable housing, suggests
that partisanship shapes the geographic distribution of affordable housing.

The LIHTC program, then, provides a way to test the hypotheses, H1 and H2.
Specifically, I contend that, if HI proves correct, then it could indicate that Democrats
will allocate a greater number of LIHTC units to low-poverty neighborhoods; con-
versely, if H2 is correct, Democrats will allocate a greater number of LIHTC units
to high-poverty neighborhoods when compared with Republicans. To test these hy-
potheses, I combine geographic data on the location of LIHTC projects with data
indicating the governor’s political party, as well as demographic data. The sources

for these data are described below.

3.4 Data

To analyze how affordable housing allocation relates to partisanship, I use the
Low-Income Housing Tax Credit data provided by the Department of Housing and
Urban Development.* The data span from years 1987 through 2013 and include
information about every affordable housing development rehabilitated or built using
the LIHTC program. The information provided ranges from the geographic location,

including the specific address, of each development; the year the tax credits were

41 use the May 2016 version of the LIHTC data, located at lihtc.huduser.gov.
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allocated for the project; the specific developer building or rehabilitating the units;
and the number of units allocated overall, as well as the number of low-income units.
The geographic location data match each development with its respective census tract
location, allowing me to then test whether Democrats use the LIHTC to deconcentrate
poverty or to allocate resources to higher-poverty neighborhoods.? The total database
provides information on 43,092 LIHTC developments from 1987 through 2013, of
which 39,096 have census tract locations and the number of LIHTC-allocated units.
This represents 2.6 million units in 19,733 census tracts and 6,472 cities and towns
across 50 states and Washington, D.C. I use the number of LIHTC units allocated,
rather than the dollar amount, because greater numbers of units allocated to a census
tract provide the opportunity for more low-income individuals to live in that tract.
Further, I use the number of low-income units, rather than the number of total units,
because I am interested in housing for low-income individuals and families.%

To determine how many units are allocated to low-poverty tracts, I designate
low-poverty tracts as those having less than 10% poverty. This definition of a low-
poverty neighborhood follows HUD’s Moving to Opportunity experiment, which as-
signed treated families to census tracts with a poverty rate below 10% (Chetty, Hen-
dren, and Katz 2016). I also create a measure for the number of low-income units
allocated to high-poverty tracts, designated as tracts with greater than 40% poverty,
a definition used by HUD and in academic studies of concentrated poverty (Chetty,
Hendren, and Katz 2016; Cohen and Dawson 1993; Wilson 2012). McClure (2006)

notes that both 10% and 40% poverty represent important thresholds, with neighbor-

5While census tracts are certainly not a perfect proxy for residential neighborhoods, most lit-
erature examining poverty concentration and segregation use census tracts as the geographic unit
(Cohen and Dawson 1993; Jargowsky 1997; Massey, Rothwell, and Domina 2009; Reardon and
Bischoff 2011).

6References to “LIHTC units” throughout the rest of the paper correspond to low-income LIHTC
units, rather than all LIHTC units, unless otherwise specified.
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hoods with poverty below 10% having “negligible” negative effects on residents and
neighborhoods with poverty above 40% having significant negative effects (p. 436).

In order to construct a model to test the role of partisanship in housing allocation,
I paired the LIHTC data with census tract-level demographic data from the 1990,
2000, and 2010 Censuses, as well as the 2006-2010 American Community Survey
(ACS). I chose the census tract as the spatial unit of analysis to examine affordable
housing allocation due to its use as a measure for the effects of concentrated poverty
and levels of racial and economic segregation (Chetty et al. 2014; Cohen and Dawson
1993; Reardon and Bischoff 2011; Trounstine 2016). Moreover, lawmakers and gov-
ernment officials recognize the census tract as the geographic unit when enacting and
implementing poverty-deconcentration policies, such as the HOPE VI and Housing
Choice Voucher programs (DeLuca, Garboden, and Rosenblatt 2012). Thus, it seems
likely that state administrations also use tracts as the geographic unit when allocat-
ing housing developments. The tract-level demographic and socioeconomic variables
used include factors that may influence the decision to locate housing units in these
areas, such as population size, percent Black and Hispanic, poverty rate, household
incomes, age of residents, and the cost of homeownership and rent. This follows
Gay (2017), which identifies these variables as important in determining LIHTC-
development location decisions. I use linear interpolation to estimate demographic
and socioeconomic variables for inter-census years, specifically population, age, and
race.”

Data on the party of governor comes from the “Governor’s data set,” created

by Carl Klarner of Indiana State University and available on the Harvard dataverse

"For median household income and median home and rent costs, I use 1990 census data for years
1990 through 1999; 2000 census data for years 2000 through 2005; and the 2006-2010 ACS for years
2006 through 2010.
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network.® The data set identifies the party of the governor for years 1961 through
2010. The variable measures party on a scale of 0 to 1, with 0 being Republican,
1 being Democrat, and 0.5 being a non-major party governor. Further, when the
governorship changes parties mid-year, the fraction of the year that had a Democratic
governor is used as the value.® Because I can only identify the year that the LIHTC
credits are allocated, rather than a particular month, and because I am interested in
comparing the behavior of Democrats to Republicans, I only use data for those years
that have either a Democrat or Republican governor. This creates a dummy variable
for the party of governor.

Merging the variables above, I create a panel data set of the number of low-income
LIHTC units allocated per census tract, tract demographic and socioeconomic char-
acteristics, and the party of the governor for specific state-years from 1990 through
2010. There is one observation for each unique census tract-year, except for those
census tract-years that do not have a Democratic or Republican governor for the full
year. Therefore, the data set includes census tracts that did not receive any LIHTC
units. This allows me to test how the geographic allocation of low-income LIHTC
units changes over time alongside changes in the party of the governor for a large
number of census tracts, including those tracts that received no housing units in
one year but received housing units in another year. Before estimating the effect of
partisanship on the allocation of low-income housing units, I first offer a descriptive
analysis of both the overall and partisan allocation of low-income housing units for

those census tracts that received LIHTC developments.

8 cross-checked this data set with data from the CQ Press Voting and Elections Collection.

9For example, if the governorship changed from Democrat to Republican in early July, or halfway
through the year, then the value would be 0.5. If the governorship changed from Democrat to
Republican in early April, or a quarter of the way through the year, the value would be 0.25, and
SO on.
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3.5 The Distribution of LIHTC Low-Income Units

The temporal trends in the distribution of the LIHTC program point to impor-
tant changes in the neighborhoods in which the units are located, as well as in how
partisanship relates to this geographic distribution. Though the number of LIHTC
units in both low-poverty and high-poverty census tracts increased at similar rates
over time, the distribution of units by Republicans and Democrats represents diver-
gent trends. Figure 3.1 shows the distribution of LIHTC units across low-poverty and
high-poverty census tracts, as well as the distribution of LIHTC units in low-poverty
and high-poverty tracts by party of the governor from 1990 through 2010. These
descriptive statistics include those census tracts that received LIHTC housing units.

To begin, I describe the overall distribution of LIHTC units in low-poverty and
high-poverty census tracts that received an LIHTC development for years 1990 through
2010. The mean number of LIHTC units per 1,000 tract residents increased drasti-
cally, increasing from 11.87 in 1990 to 68.35 in 2010, a trend reflected in the increases
in the mean number of units allocated to high- and low-poverty census tracts. Sum-
mary statistics of the allocation of LIHTC-funded units over time provide a more
precise picture of the trends in the tract-level distribution. The mean number of
units allocated to low-poverty tracts per 1,000 residents in 1990 was 11.68; this in-
creased to 12.94 in 2010. In high-poverty tracts, the mean number of units increased
from 22.34 in 1990 to 45.41 in 2010. This shows that the gap in the number of units
allocated to low-poverty versus high-poverty tracts grew over time.

In contrast to the absolute number of units, the proportion of units allocated to
low- and high-poverty tracts has undergone important changes. In 1990, 9,299 low-
income units (25% of all units in the data set for 1990) were allocated to low-poverty

tracts while 5,258 (14% of all units in the data set) were allocated to high-poverty
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Figure 3.1: Distribution of Low-Income LIHTC-Funded Units by
Type of Census Tract, 1990 - 2010

Note: Figure 3.1 represents the distribution of low-income units funded by the LIHTC
program at the census tract level from 1990 through 2010. The y-axis for each graph
represents the mean number of low-income LIHTC units per 1,000 tract residents.
Figure 3.1(a) shows the overall trends in the number of units allocated to all census
tracts, high-poverty tracts, and low-poverty tracts; Figure 3.1(b) shows the over-
time trend in the number of units allocated to low-poverty and high-poverty tracts
in states with a Democratic governor; and Figure 3.1(c) shows the over-time trend
in the number of units allocated to low-poverty and high-poverty tracts in states
with a Republican governor. To calculate the trend lines, the data are subsetted to
low-poverty or high-poverty tracts for the relevant graph.
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tracts. In 2010, these numbers were essentially equal: 14,850 units were allocated to
low-poverty tracts (17% of all units) and 13,792 units were allocated to high-poverty
tracts (16% of all units). Thus, while the proportion of LIHTC units allocated to high-
poverty tracts has remained similar, the proportion of units allocated to low-poverty
tracts has substantially decreased over time.

A comparison of trends in the distribution of LIHTC units to low-poverty and
high-poverty tracts reveals important differences in the allocation of these units in
states with Democratic and Republican governors. Figure 3.1(b) demonstrates a
divergence of the number of units allocated to low-poverty versus high-poverty tracts
for states with Democratic governors. While the number of units allocated to these
tracts were roughly equal in 1990, Democrats allocated a much greater number of units
to high-poverty tracts in 2010, while keeping the number essentially equal for low-
poverty tracts. Figure 3.1(c) illustrates the trends in Republican allocation of LIHTC
units. From 1990 to 2010, Republicans increased the number of units allocated to
both low-poverty tracts and high-poverty tracts.

To provide more descriptive context, Table 3.1 shows the mean demographic and
socioeconomic characteristics of census tracts for states with Democratic and Re-
publican governors in 1990 and 2010. The table also includes the mean number of
LIHTC units per 1,000 tract residents and the proportion of units that are allocated
to low-poverty and high-poverty tracts. Notably, states with Republican governors
allocate a greater proportion of LIHTC housing units to low-poverty neighborhoods
than states with Democratic governors. Conversely, states with Democratic governors
allocate a greater proportion of units to high-poverty neighborhoods. These descrip-
tive statistics reflect the findings in Figure 3.1. With the exception of the percent of
Hispanic residents, the demographic characteristics of LIHTC-receiving census tracts

remain fairly similar between Democratic- and Republican-led states.
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Table 3.1: Mean Values of LIHTC Units and Demographic Characteristics by
Party of the Governor at the Census Tract Level, 1990 & 2010

1990 2010

Democrat  Republican = Democrat Republican

Total LIHTC low-income units (mean) 11.57 12.17 103.06 18.20
Mean units, low-poverty tracts 11.81 11.58 12.63 13.33
Mean units, high-poverty tracts 17.78 30.35 53.61 26.71
% Units, low-poverty tracts 23.3 25.7 14.3 21.7
% Units, high-poverty tracts 13.4 14.3 17.4 13.1
Population 4,063 4,172 4,357 5,113
Median income (2010 dollars) 35,351 39,834 41,482 44,942
Median rent cost (% income) 27.7 26.5 31.9 32.4
Median home cost (% income) 194 20.5 22.8 24.7
% Black 26.8 20.2 22.0 15.2
% Hispanic 6.0 12.6 12.5 28.2
% Poverty 22.1 18.7 22.8 20.5
% Age 65 plus 14.0 14.1 13.1 11.8
% Age 18 under 25.8 254 23.1 25.7

Note: There are 942 tract-level observations in 1990 (454 observations for Republicans, 488 for
Democrats) and 999 tract-level observations in 2010 (409 for Republicans, 590 for Democrats). The
mean number of units overall, in low-poverty tracts, and in high-poverty tracts are calculated per
1,000 tract residents and represent the mean number of low-income LIHTC-funded units allocated
per tract. The percentage of low-income units in low- and high-poverty census tracts is taken from
the total number of low-income units. The large number of total LIHTC units per 1,000 residents
distributed by Democratic governors in 2010 results from an outlier value; without this outlier, the
number of total LIHTC units per 1,000 residents distributed by Democrats in 2010 is 26.96.
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The descriptive statistics provided here lend some support to H2; that is, they
show that states with Democratic governors allocate a greater number of LIHTC
units to high-poverty, rather than low-poverty, neighborhoods. This suggests that
Democrats may value providing resources to low-income constituents and neighbor-
hoods over deconcentrating poverty.

In order to properly interpret these trends, it is important to consider whether or
not the states with a Democratic or Republican governor have significantly changed.
In other words, these trends may primarily reflect the types of states that have Demo-
cratic and Republican governors, rather than any shift in strategy. Only four states
consistently had a Republican or Democratic governor from 1990 through 2010: Ore-
gon and Washington, which both had Democratic governors, and Utah and South
Dakota, which both had Republican governors. Of the 28 states that had Democratic
governors in 1990, 15 of these states had Democratic governors in 2010 (25 states
had Democratic governors in 2010). For these states that had Democratic governors
in both 1990 and 2010, the proportion of LIHTC units allocated to low-poverty neigh-
borhoods decreased from 24.2% in 1990 to 10.3% in 2010. Conversely, the proportion
of units allocated to high-poverty tracts increased from 13.6% to 18.5%. Of the 22
states with Republican governors in 1990, 13 of them had Republican governors in
2010.!* In these states, the proportion of LIHTC units located in low-poverty tracts
decreased from 27.8% of total low-income units in 1990 to 22.0% in 2010. For high-
poverty tracts, the proportion also decreased from 13.6% to 9.3%. These over-time
changes generally reflect the changes described for all states.

Beyond concerns with changes in the types of states with Democratic and Re-

10These 15 states are: Arkansas, Colorado, Kentucky, Maryland, Massachusetts, Michigan, New
York, Ohio, Oregon, Pennsylvania, Tennessee, Virginia, Washington, West Virginia, and Wyoming.

HThese states are: Alabama, California, Delaware, Florida, Hawaii, Nebraska, Rhode Island,
South Carolina, South Dakota, Texas, Utah, and Vermont.
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publican governors, these descriptive statistics, while informative, may be subject to
confounding that obscures any causal relationship between party affiliation and the
geographic distribution of affordable housing. In order to better estimate potential
causality, I use a multivariate fixed-effects model to estimate the effect of having a
Democratic governor on the geographic distribution of LIHTC units. By estimating
this effect over time and within census tracts, this model controls for both observable
and unobservable confounders, providing a more precise estimate of the potentially
causal relationship between the party of the governor and the geographic distribution

of affordable housing.

3.6 The Effect of Partisanship on the Geographic

Distribution of LIHTC Units

Democratic party beliefs regarding poverty and affordable housing lead to two
competing hypotheses: (1) that states with Democratic governors will allocate a
greater number of affordable housing units to low-poverty neighborhoods in an effort
to deconcentrate poverty or (2) that states with Democratic governors will allocate a
greater number of affordable housing units to high-poverty neighborhoods in an effort
to provide these residents with needed resources. In contrast, Republicans tend to
believe in free-market principles rather than deliberate, government-centered efforts
to structure housing patterns. These partisan differences may result in a noticeable
shift in the allocation of LIHTC-funded units when a state changes the party of
governor.

To test these arguments, I develop a census tract-level fixed-effects model to es-

timate whether the party of the governor shapes the allocation of LIHTC units to
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low-poverty and high-poverty census tracts. This model estimates the effect of the
governor’s party using within-tract variation in the proportion of LIHTC units al-
located to either high- or low-poverty neighborhoods from the total LIHTC units
for that state-year. Using within-tract variation mitigates problems of confounding
variables that may not be observable or easily measured, allowing for a better causal
estimation. I use both tract and year fixed effects to control for tract and time-level
confounders.!?

Following Gay (2017), the fixed-effects models for the proportion of low-income

LIHTC units in tract 7 at time ¢ is as follows:

LowPovertyLIHTC s, = i + M +vD; + X, 8 + €

HighPovertyLIHT Cypits,, = ; + A\t +vDy + Xi/tﬁ + €5

where «; represents the census tract-level fixed effect; \; represents the year fixed
effect; D, represents a dummy variable equal to 1 if the governor is a Democrat and 0 if
the governor is a Republican; X;t represents independent variables; and €;; represents
the error term. LowPovertyLIHTC),;s, represents the proportion of low-income
LIHTC units allocated to low-poverty census tracts from the total number of low-
income LIHTC units allocated in that state-year, while HighPovertyLI HTC\ s,
represents the proportion of low-income LIHTC units allocated to high-poverty census
tracts from the total number of low-income LIHTC units allocated in that state-year.

The coefficient 7 is the coefficient of interest; it represents the effect of having a

12While Gay (2017) also includes state-year fixed effects, I am unable to include this in my model,
as the variable of interest, or the party of the governor, does not vary across state-years. State-
year fixed effects control for “the influence of state policies” on LIHTC funding and allocation (Gay
2017, 51); therefore, my models do not control for changes in these policies. However, because I
am interested in estimating the overall partisan effect, including partisan policies, on the geographic
allocation of LIHTC units, including these policies as part of the effect should not confound the
relationship between partisanship and LIHTC-unit allocation.
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Democratic governor on the proportion of LIHTC units allocated to low-poverty or
high-poverty tracts. The independent variables in the model include: Population
(logged), Percent Black, Percent Hispanic, Median Household Income, Median Home
Cost, Median Rent Cost, Percent Age 65 and Older, and Percent 18 and Under.
Median Home Cost and Median Rent Cost are calculated as a percent of household

income. All independent variables are at the census-tract level.

3.6.1 Results

I begin the analysis with two models estimating the relationship between the party
of the governor and the proportion of LIHTC units in either a low-poverty or high-
poverty census tract, calculated from the number of LIHTC units allocated within
the respective state-year, for years 1990 through 2010. I use the proportion of units,
rather than the raw number or density, to account for both changes in the number
of units a state receives in a given year and the trade-offs states face in allocating
units to certain neighborhoods. For example, if the number of units a state receives
increases in one year, then the administration may allocate a greater number of units
to both low- and high-poverty neighborhoods; this would mask any trade-off the
state administration makes in locating units in low-poverty rather than high-poverty
neighborhoods, or vice versa. Using the proportion of units allocated to low- and
high-poverty tracts accounts for this trade-off by accounting for any overall increase
or decrease in total LIHTC units for that state-year.

With this dependent variable, the models in Table 3.2 test whether states with
Democratic governors allocate a greater or lesser proportion of LIHTC units to low-
poverty or high-poverty tracts when compared to states with Republican governors.

For H1 to be correct, meaning that Democrats locate affordable housing units in low-
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poverty tracts, the coefficient on the party of the governor variable must be positive
and significant for the model testing the proportion of units in low-poverty tracts.
For H2 to be correct, meaning that Democrats locate affordable housing units in
high-poverty tracts, the coefficient on the party of governor variable must be positive
and significant for the model testing the proportion of units in high-poverty tracts.
However, if states with Democratic governors neither pursue poverty deconcentration
efforts nor resource allocation to high-poverty neighborhoods through the LIHTC
program as compared with Republican governors, then the coefficients on the party
of governor variable in both models will be statistically insignificant, meaning there
will be no statistically significant difference between Democrats and Republicans in
the geographic allocation of LIHTC units.

Table 3.2 shows the results of the fixed-effects models that estimate the relation-
ship between the party of the governor and the proportion of LIHTC units allocated
to low-poverty neighborhoods (less than 10% poverty) and high-poverty neighbor-
hoods (40% poverty or greater). Each model is subset to the census tracts that fit
the poverty criteria; that is, column 1 for high-poverty tracts is subset to census tracts
with greater than 40% poverty, and column 2 for low-poverty tracts is subset to cen-
sus tracts with less than 10% poverty.!* The standard errors are robust, adjusted
for heteroscedasticity, and clustered at the census tract-level. The coefficient on the
Democratic governor variable for column 2 (low-poverty tracts) is negative but not
statistically significant, providing no evidence for H1, or that states with Democratic
governors will allocate more LIHTC units to low-poverty tracts over other census
tracts. Similarly, column 1 provides no evidence for H2, or that states with Demo-

cratic governors will allocate more LIHTC to high-poverty tracts over other census

13While this restricts the analysis to a smaller number of census tracts, subsetting the data miti-
gates potential bias from the number of low- and high-poverty census tracts in a given state.
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Table 3.2: Geographic Allocation of Low-Income LIHTC Units in High- and

Note: These models include all low-poverty and high-poverty census tracts for years 1990 through

2010.

Low-Poverty Census Tracts, 1990 - 2010

0 ®)
High-Poverty Tracts Low-Poverty Tracts
Democratic governor 0.000212 -0.0000529
(0.000203) (0.0000291)
% Poverty -0.00521* -0.000315
(0.00232) (0.00123)
Population (log) -0.000830 0.000262
(0.000729) (0.000174)
% Black 0.000248 0.000363
(0.00297) (0.000394)
% Hispanic 0.00519 -0.000740
(0.00269) (0.000412)
Med. HH income (log) -0.0000627 0.000216
(0.000664) (0.000162)
Med. home cost 0.0000235 0.000000660
(0.0000155) (0.00000413)
Med. rent 0.0000162 -0.00000129
(0.0000186) (0.00000251)
% Pop 65 over 0.000796 0.000167
(0.00501) (0.000734)
% Pop 18 under 0.00857 0.000225
(0.00683) (0.00105)
Constant 0.00687 -0.00410
(0.0101) (0.00247)
Observations 41,503 482,885
Tract Fixed Effects Yes Yes
Year Fixed Effects Yes Yes

Standard errors in parentheses
* p<0.05, ** p<0.01, ** p <0.001
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tracts. The coefficient on Democratic governor is essentially zero and insignificant. In
summary, these models show that no significant difference exists between Democrats
and Republicans in the proportion of units allocated to low-poverty and high-poverty

tracts, failing to support both H1 and H2.

3.6.2 Alternative Model: Poverty as a Continuous Variable

While the models presented in Table 3.2 address the question of whether states
with Democratic governors geographically distribute affordable housing units to decon-
centrate poverty or to provide resources to low-income residents, the models used to
estimate this relationship present some problems. Subsetting the models to low-
poverty and high-poverty census tracts vastly reduces the number of observations
from the full sample, resulting in large standard errors and less-precise coefficient es-
timates. For a fixed-effects model that estimates within-observation variation, small
sample sizes may lead to smaller within-variable variation. Because fixed-effects mod-
els completely depend on within-variable variation, it is better to maximize this vari-
ation for the variable of interest to estimate more precise coefficients. In addition,
these models test whether Democratic and Republican administrations significantly
differ from one another in allocating housing to particular census tracts. It could be
that Democratic and Republican administrations distribute housing units similarly;
that is, both Democrats and Republicans could allocate more or fewer housing units
as a neighborhood’s poverty rate increases. Though this finding would disprove my
hypotheses regarding partisan differences in housing allocation, a model examining
this possibility would provide insight into whether and how partisan attitudes toward
affordable housing shape the distribution of housing units.

Therefore, I develop an alternative fixed-effects model for census tract ¢ at time
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t by interacting the party of governor with the poverty rate for a census tract. This
model uses the full sample of census tracts to estimate whether partisanship predicts
the allocation of LIHT'C units to lower- or higher-poverty neighborhoods. The within-
variable variation for the Democratic governor variable, the independent variable of

interest, represents 89% of the overall variation. The model is as follows:

LIHT Cypits;, = & + M\ + 7Dy + p1 Percent Poverty;, + ps Dy Percent Poverty;, +

letﬁ + €t

where LI HT'C),;15,, represents the number of low-income LIHTC units allocated to a
census tract per 1,000 residents and p; D; Percent Poverty; represents the interaction
between the party of the governor and the percent poverty in a census tract, which
allows for different slopes on the poverty rate for Democratic and Republican gov-
ernors. The coefficient p; estimates the relationship between the tract-level poverty
rate and the number of low-income LIHTC units under a Republican governor; the
sum of p; and p, estimates the relationship between the tract-level poverty rate and
the number of LIHTC units under a Democratic governor. All other parts of the
model remain the same as the earlier models. However, the model differs in that it is
not estimating the proportion of housing units allocated to particular types of census
tracts, i.e. low poverty or high poverty. Instead, the model estimates how the inter-
action between partisanship and the poverty rate predicts the number of affordable
housing units allocated to a tract and provides separate coefficient estimates for both
Democrats and Republicans.

As with the subsetted models, the results in column 1 of Table 3.3 contradict H1
and H2. The coefficient on the poverty rate variable with a Democratic governor is

negative and insignificant, indicating that Democrats do not use the LIHTC program
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Table 3.3: Partisan Allocation of Low-Income LIHTC Units as Poverty Increases,
All Census Tracts

0 @
Number of units, 1990 - 2010 Number of units, 2000 - 2010
Democratic governor -0.0562** -0.0713**
(0.0204) (0.0265)
% Poverty with Rep governor -1.056** -1.469*
(0.403) (0.555)
% Poverty with Dem governor —0.451 —0.528
(0.437) (0.511)
Population (log) -0.894*** -1.521%**
(0.120) (0.232)
% Black 0.218 -0.136
(0.215) (0.611)
% Hispanic 0.809** 1.229*
(0.249) (0.485)
Med HH inc (log) 0.401** 0.365**
(0.105) (0.118)
Med. home cost 0.00675* -0.00111
(0.00283) (0.00407)
Med. rent 0.000922 -0.000440
(0.00110) (0.00119)
% Pop 65 over -1.369*** -0.855
(0.412) (1.173)
% Pop 18 under -1.960** -3.227*
(0.650) (1.380)
Constant 3.895* 9.980***
(1.205) (1.839)
Observations 1,050,702 656,629
Tract Fixed Effects Yes Yes
Year Fixed Effects Yes Yes

Standard errors in parentheses
*p<0.05, ** p<0.01, *** p < 0.001
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to either deconcentrate poverty or locate development in higher-poverty neighbor-
hoods. Notably, the coefficient on the poverty rate with Republican governors is also
negative but significant, meaning that Republican governors allocate fewer low-income
housing units to a census tract as its poverty rate increases. This suggests that Re-
publican governors are more likely than Democratic governors to allocate low-income
housing units to lower-poverty neighborhoods.!* However, the substantive effect for
Republican governors is very small. A one standard deviation increase in the poverty
rate within a census tract (3.2%) leads to an increase in 0.03 low-income units per
1,000 residents. For the average census tract in the data set, which consists of 4,126
residents, this leads to an increase of approximately 0.125 low-income units.

I also test this relationship for a subsetted sample of years 2000 through 2010,
shown in column 2 of Table 3.3. The subsetted model allows for a test of partisanship
and poverty deconcentration efforts using the LIHTC program during a period when
academics and politicians were increasingly focused on issues of concentrated poverty
and segregation (Owens 2015). With this increased attention, Democrats may change
their behavior and use the LIHTC program to locate affordable housing in lower-
poverty or higher-poverty neighborhoods. As column 2 of Table 3.3 shows, states
with Democratic governors allocate no greater or fewer housing units as the poverty
rate increases, though the coefficient on the poverty rate is still negative. However,
the coefficient on the poverty rate for states with Republican governors is negative
and remains statistically significant.

The models in Table 3.2 estimate the effect of party of governor and percent

14T also use a logistic regression model to test whether Republican and Democratic governors
are more or less likely to allocate any LIHTC developments to a census tract as its poverty rate
increases. The results show that Republican governors are significantly less likely to allocate any
LIHTC developments to a census tract as its poverty rate increases, lending support to the overall
findings in this model. The full results are available in Appendix F.
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poverty on the number of low-income housing units per 1,000 tract residents. These
models take into account all years that a census tract has either a Democratic or
Republican governor. However, there may be a lag in the administration’s ability to
implement any strategy for allocating low-income housing. Therefore, I also test this
model on a data set that excludes the first year in which the governor’s office changed
from Democrat to Republican, or from Republican to Democrat. This model accounts
for the partisan allocation of low-income LIHTC units over a year after a new political
party entered office, allowing time for the new administration to implement a new
housing allocation strategy. The results in Table 3.4 show similar results as those in
Table 3.3 for Democratic governors but different results for Republican governors. In
these models, the coefficient on the poverty rate for Republican governors becomes
insignificant, though the coefficient for the model testing years 2000 through 2010 is
significant at the p < 0.1 level. For Democratic governors, the coefficient also remains
negative and insignificant.

Overall, the findings from these models present interesting partisan differences in
the allocation of low-income housing units. Democratic governors do not allocate
housing units as hypothesized; in fact, there is no relationship between Democratic
governors, the poverty rate, and LIHTC unit allocation. However, Republicans allo-
cate fewer units as a neighborhood’s poverty rate increases, though the coefficients
become insignificant in the lagged model. This suggests that once Republicans des-
ignate their appointees to the HFA and potentially implement a housing allocation
strategy, the relationship between neighborhood poverty and low-income unit allo-
cation becomes less robust. In general, though, the models suggest that Republican

state administrations allocate fewer units to a census tract as its poverty rate in-
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Table 3.4: Lagged Models: Partisan Allocation of Low-Income LIHTC Units as
Poverty Increases

M @)
Number of units, 1990-2010 Number of units, 2000-2010
Democratic governor -0.0377 -0.0601*
(0.0231) (0.0297)
% Poverty with Rep governor -0.722 -1.187
(0.469) (0.626)
% Poverty with Dem governor —0.211 —0.224
(0.495) (0.540)
Population (log) -0.814*** -1.408***
(0.142) (0.269)
% Black 0.305 -0.457
(0.243) (0.654)
% Hispanic 0.784** 0.733
(0.290) (0.531)
Med HH inc (log) 0.499*** 0.560***
(0.128) (0.141)
Med. home cost 0.00844* 0.000475
(0.00329) (0.00459)
Med. rent 0.000245 -0.00116
(0.00111) (0.00126)
% Pop 65 over -0.750 -1.924
(0.464) (1.058)
% Pop 18 under -1.610* -2.161
(0.697) (1.634)
Constant 1.946 6.875***
(1.433) (2.065)
Observations 800,561 513,477
Tract Fixed Effects Yes Yes
Year Fixed Effects Yes Yes

Standard errors in parentheses
* p<0.05, " p<0.01, ** p <0.001
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creases. 15

3.6.3 Institutional Effects

The results from Table 3.3 and Table 3.4 do not support my argument that Demo-
cratic administrations use the LIHTC program for partisan goals. However, as Gay
(2017) shows, there exists wide variation in the degree to which governors have control
over HFAs, which are responsible for the implementation of the LIHTC program. This
variation in political control provides a way to further test the relationship between
partisanship and affordable housing allocation. If Democrats strategically locate af-
fordable housing units in higher-poverty neighborhoods as a way to provide resources
to those residents, then states with greater political control over the HFA should
allocate a greater number of units to those neighborhoods than states with less con-
trol, lending greater support to H2. Alternatively, if Democrats are actually focused
on poverty deconcentration, then we may see that states with greater political con-
trol over the HFA allocate significantly fewer units to higher-poverty neighborhoods,
suggesting some support for H1.

To examine these possibilities, I use data from Figure 1 in Gay (2017, 45) and
reconstruct the analysis from Table 3.3 by subsetting the sample into three categories
based on the proportion of the HFA appointed by the governor: (1) 100% appointees;
(2) 60-99% appointees; and (3) less than 60% appointees. To support H2, the coeffi-
cient on the interaction between Democratic governor and the poverty rate should be
significant and substantively greatest in the model with 100% political appointees to

the HFAs. Alternatively, a negative coefficient on this interaction for data with 100%

15T also include a test of whether Democratic and Republican governors allocate more or fewer
housing units as a census tract’s poverty rate increases, controlling for previous allocation of housing
units. The model shows that Republican governors still allocate significantly fewer housing units as
a tract’s poverty rate increases. The full results are available in Appendix F.
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Figure 3.2: Institutional Effects on Partisan Allocation of Low-Income LIHTC
Housing Units

Note: Figure 3.2 shows coefficients on the poverty rate for states with Republican and
Democratic governors for each of the three models. The dots represent the coefficient
estimates, and the lines represent the 95% confidence intervals. The sample size for
the model with 100% appointees is 286,545; the sample size for the model with 60-
99% appointees is 262,742; and the sample size for the model with less than 60%
appointees is 479,924.
political appointees would indicate that Democrats allocate fewer housing units as the
poverty rate increases, lending some support to H1, or that Democrats are focused on
poverty deconcentration. Figure 3.2 depicts the coefficients on the tract-level poverty
rate for Republican and Democratic governors for each of the models.

As shown in Figure 3.2, the institutional effects models further undermine H2

and lend some support to H1. In states with 100 percent appointees to the HFA,

Democratic governors allocate significantly fewer low-income housing units as a cen-
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sus tract’s poverty rate increases. This relationship also holds true for Republican
governors. In states with the fewest political appointees, the coefficient on the poverty
rate for Democratic governors is positive, though not statistically significant. For Re-
publican governors, the coefficient remains negative but is only significant for those
states with 100 percent political appointees. This suggests that, as both Democratic
and Republican governors gain more control over the HFA, these administrations al-
locate fewer housing units to neighborhoods with increasing poverty rates. In sum,
these models lack support for H2 and lend some support to H1, or that Democratic
governors may pursue poverty deconcentration using the LIHTC program. However,
Republican governors appear to do the same, indicating that this allocation may be
a result of other factors, such as developer or other local preferences. Alternatively,
it is possible that Republican governors purposely locate housing development in

lower-poverty neighborhoods, despite arguments from previous literature.

3.7 Sensitivity Analyses

3.7.1 Outlier Effects

The main analysis suggests that Democrats do not use the LIHTC program as a
vehicle for poverty deconcentration or to provide resources to higher-income neighbor-
hoods. However, this null result may be a result of census tracts with extremely high
or low numbers of allocated housing units or extremely high or low poverty rates. To
assess whether these results are robust to sampling restrictions, I follow Gay (2017)
to test the sensitivity of the model in column 1 of Table 3 by eliminating outliers of
both the number of allocated housing units and the poverty rate. Figure 3.3 below

depicts the coefficients on the party of governor for models eliminating outliers for
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percent poverty and the number of LIHTC units per 1,000 residents, both separately
and together.'® For the poverty rate, outliers are defined as the top 99% and bottom
1% of the sample distribution (Gay 2017, 63). For the LIHTC unit outliers, outliers
are defined as the 99% of low-income LIHT'C units per 1,000 residents for those census
tracts that received LIHTC units.!” I do not include the bottom 1% of LIHTC unit
outliers because the majority of census tracts receive zero LIHTC units; therefore, I
would be excluding a large number of observations.

Figure 3.3 shows that the coefficient on the poverty rate for states with Democratic
governors remains statistically insignificant once outliers on both percent poverty
and the number of LIHTC units are excluded. However, the coefficient is negative
and becomes significant when outliers for LIHTC units are excluded, lending some
support to H1. This suggests that outlier census tracts may obscure the relationship
between Democratic administrations and low-income housing allocation. For states
with Republican governors, the coefficient remains negative and significant with the
exclusion of outlier values. Therefore, it seems LIHTC unit outliers are driving some

of the relationship between Democrats, the poverty rate, and LIHTC unit allocation.

3.7.2 Regional Effects

Examining regional effects in LIHTC-unit allocation may point to potential varia-

tion in partisan priorities in different regions of the country. For example, Democratic

16T use the model from Table 3, rather than the subsetted models, due to the larger number of
observations.

1"The outlier tracts that are above the 99% LIHTC-unit threshold are from the following states:
Alabama (1), Arizona (6), Arkansas (2), California (22), Colorado (1), Connecticut (1), Florida
(16), Georgia (6), Hawaii (3), Illinois (22), Indiana (5), Kentucky (1), Louisiana (1), Maryland (7),
Massachusetts (8), Michigan (15), Minnesota (2), Mississippi (5), Missouri (10), Nevada (2), New
Jersey (3), New York (36), North Carolina (3), Ohio (20), Oklahoma (1), Oregon (4), Pennsylvania
(1), South Carolina (4), Tennessee (9), Texas (12), Utah (3), Virginia (13), Washington (7).

104



®
®
Republicans
—.—
—.—
®
®
Democrats
—.—
®
T T T T
-2 -1 0 1 2
® All census tracts ® Minus poverty outliers

® Minus LIHTC unit outliers @ Minus poverty & LIHTC unit outliers

Figure 3.3: Sensitivity Analysis: Removing Outliers for % Poverty and
Number of Low-Income LIHTC Units

Note: Figure 3.3 shows coeflicients on the poverty rate for states with Republican and
Democratic governors. The first model represents the full sample data set, followed
by models that omit outliers for percent poverty and number of low-income LIHTC
units per 1,000 residents in a census tract. The points represent coefficient estimates,
and the lines represent 95% confidence intervals. The full model has 1,050,702 ob-
servations; the model minus poverty outliers has 1,034,062 observations; the model
minus LIHTC unit outliers has 1,050,534 observations; and the model minus both
poverty and LIHTC unit outliers has 1,033,957 observations.
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governors in the Northeast may be more likely to pursue poverty deconcentration ef-
forts than Democratic governors in the South, perhaps due to constituent preferences
or the party dynamics in these regions. Conversely, the dynamics of the South, specif-
ically high racial polarization (Hersh and Nall 2016), may increase public opposition
to affordable housing, leading Southern states to locate this housing in high-poverty
neighborhoods at greater rates than states in other regions. Indeed, racial attitudes
are strongly correlated with attitudes toward affordable housing (Tighe 2012), sug-
gesting that regions with greater levels of racial conservatism also experience greater
political pressure to locate housing in high-poverty, and high-minority, neighborhoods.

Although it is not the purpose of this paper to provide a clearly theorized argument
of the regional dynamics of the Democratic party and its relationship to affordable
housing allocation, it is worthwhile to examine whether the main results hold for sub-
setted geographic regions for two main reasons: First, any regional differences provide
a robustness check on the main findings; and second, these differences may suggest
potential within-party variation in affordable housing policy, providing a foundation
for future work on the relationship between partisanship and the implementation of
the LIHTC program.

Indeed, analysis of the relationship between partisanship, the poverty rate, and
LIHTC implementation reveals that the main model is sensitive to geographic subsets
of the data, as there exists wide variation in affordable housing allocation across
regions. Figure 3.4 shows the coefficient estimates on the poverty rate for states
with Republican and Democratic governors in different geographic regions of the
country. For states with Democratic governors, the coefficient on percent poverty
becomes significant when the model is subsetted to the South. The same holds true for
states with Republican governors. In this region, Democrats and Republicans allocate

significantly fewer housing units to a census tract as its poverty rate increases. This
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Figure 3.4: Regional Effects of LIHTC-Unit Allocation

Note: Figure 3.4 shows coeflicients on the poverty rate for states with Republican and
Democratic governors for different geographic regions. The points represent coefficient
estimates, and the lines represent 95% confidence intervals. The sample sizes are as
follows: (1) All regions, 1,050,702 observations; (2) Northeast, 231,505 observations;
(3) Midwest, 269,445 observations; (4) South, 337,733 observations; (5) West, 212,019
observations.
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may indicate that both Democratic and Republican governors in the South value
providing resources to lower-poverty neighborhoods and locating housing for low-
income residents within these neighborhoods, despite the South’s history of racialized
inequality. Alternatively, these models may also point to other regional conditions,
such as developer preferences, that may dictate the location of LIHTC developments.
In sum, these results show the model’s sensitivity to regional variation and highlight

a potential avenue for future research on low-income housing allocation.

3.8 Conclusion

With increased academic and political attention to concentrated poverty and a
growing affordable housing crisis in recent decades, the Low-Income Housing Tax
Credit program, the largest provider of affordable housing in the United States,
presents an opportunity for politicians to use this program to geographically locate
affordable housing units in a way that fulfills partisan ideology. For Democrats, this
ideology results in two competing priorities: (1) deconcentrating poverty by providing
low-income constituents the opportunity to live in low-poverty neighborhoods; and
(2) providing high-poverty neighborhoods with needed resources, such as affordable
housing. Alternatively, Republican ideology emphasizes other factors, such as free-
market principles, that likely lead to less strategic targeting of affordable housing
units.

The results lack support for both arguments presented in this paper: (1) that
Democrats allocate a greater number of LIHTC units to lower-poverty neighborhoods
to deconcentrate poverty; and (2) that Democrats allocate a greater number of LIHTC
units to higher-poverty neighborhoods to provide resources to these neighborhoods.

The models estimating the relationship between partisanship and affordable housing
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allocation in low- and high-poverty neighborhoods show that states with Democratic
governors allocate no more or fewer units to these neighborhoods than states with
Republican governors. Similarly, an alternative model that measures poverty as a con-
tinuous variable provides no evidence that states with Democratic governors allocate
significantly more or fewer affordable housing units to higher-poverty neighborhoods.
Conversely, states with Republican governors allocate significantly fewer affordable
housing units as a neighborhood’s poverty rate increases.

Still, some findings indicate that Democrats may locate housing units in lower-
poverty neighborhoods and, potentially, may use the LIHTC program to further goals
of poverty deconcentration. In states with 100% political appointees on the HFA,
Democrats allocate significantly fewer low-income units as a neighborhood’s poverty
rate increases. Similarly, the model excluding LIHTC-unit outliers indicates that a
few census tracts may be driving the insignificant relationship between Democrats,
neighborhood poverty, and low-income housing unit allocation. This model also shows
that Democrats allocate significantly fewer units as poverty increases in a neighbor-
hood. However, the coefficient on Republicans remains fairly consistent and suggests
that Democrats may not be more likely than Republicans to use the LIHTC program
for certain partisan purposes.

Indeed, the findings regarding Republican administrations present an interesting
path for future research. Literature on housing policy suggests that Republicans
do not support any targeted efforts to locate housing in particular areas or neigh-
borhoods. However, Republican administrations allocate significantly fewer housing
units as a neighborhood’s poverty rate increases, suggesting that free-market prin-
ciples, such as developer or other local preferences, may lead Republicans to locate
housing in lower-poverty areas. Alternatively, Republicans may approach housing pol-

icy differently than prior research suggests and could target certain neighborhoods

109



for development. Future research should examine the motivations behind Republican
allocation of low-income housing units and examine which preferences, if any, dictate
the location of LIHTC developments.

In general, this paper furthers our understanding of partisanship and the geo-
graphic distribution of housing units. Specifically, it suggests that Democrats do
not use the LIHTC to further partisan goals concerning concentrated poverty or re-
source provision to higher-poverty neighborhoods. Moreover, this paper highlights an
unexpected relationship between states with Republican governors and LIHTC-unit
allocation. More work needs to be done to reveal the mechanisms linking partisan-
ship to the implementation of the LIHTC program and the causes behind the regional
variation in partisanship and affordable housing policy. What this paper shows is a
general relationship between partisanship, poverty, and the implementation of afford-
able housing policy that has implications both for partisan values regarding housing

and for those residents most in need of this valuable resource.
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A Appendix to Chapter 1: Social Capital
Community Benchmark Survey Ques-
tions

1. Now I'd like to ask you about other kinds of groups and organizations. I'm going to
read a list; just answer YES if you have been involved in the past 12 months with this
kind of group. (BEGIN LIST) (NOTE: SCHOOL YEAR INVOLVEMENT /SCHOOL
ORGANIZATIONS SHOULD BE INCLUDED.)

A neighborhood association, like a block association, a homeowner or tenant associ-
ation, or a crime watch group:

Yes

No

Don’t know

Refused

2. Overall, how much impact do you think PEOPLE LIKE YOU can have in making
your community a better place to live - no impact at all, a small impact, a moderate
impact, or a big impact?

No impact at all

A small impact

A moderate impact
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A big impact
Don’t know

Refused

3. Which of the following things have you done in the past twelve months:

Have you signed a petition?
Yes
No
Don’t know

Refused

Attended a political meeting or rally?
Yes
No
Don’t know

Refused

Worked on a community project?
Yes
No
Don’t know

Refused

Participated in any demonstrations, protests, boycotts, or marches?
Yes
No
Don’t know

Refused
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4. As you may know, around half the public does not vote in presidential elections.
How about you - did you vote in the presidential election in 1996 when Bill Clinton
ran against Bob Dole and Ross Perot, or did you skip that one?

Yes, Voted

No, Skipped that one

(VOLUNTEERED) Was not eligible

Don’t know

Refused

Note: Questions 3 and 4 above were aggregated to create the participation measure
used in the paper. The measure aggregated the number of political and commu-
nity activities that respondents participated in and ranged from 0 (indicating they

participated in 0 activities) to 5 (indicating they participated in all 5 activities).
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B Appendix to Chapter 1: Social Capital
Analysis Regression Results

In this Appendix, we include the full results of the logit and Poisson models esti-
mating the relationship between economic segregation and belonging to a neighbor-
hood group, economic segregation and believing that the respondent has an impact

on her community, and economic segregation and degree of political participation.
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Table B.1: Relationship between Income Segregation and Belonging to
Neighborhood Group

Dependent variable:

Belonging to Neighborhood Group

(1) 2
Family Inc. Seg. 5.985%** 6.895**
(1.084) (2.021)
High Income 0.560*** 0.406***
(0.089) (0.094)
Low Income —0.300*** —0.174**
(0.085) (0.087)
Inc. Seg. * High Inc. —1.785* —1.373
(0.977) (1.046)
Inc. Seg. * Low Inc. —2.929*** —2.973***
(0.847) (0.826)
Qv —1.587
(1.640)
Pop. (logged) —0.005
(0.038)
Pop. Density 0.00000
(0.00001)
% Poverty 0.903
(1.063)
% Black 0.771%**
(0.224)
% Hispanic —0.657*
(0.342)
Age 18-34 —0.800***
(0.052)
Black 0.252%**
(0.077)
Education —0.458***
(0.047)
Med. HH Inc. (logged) 0.583**
(0.228)
Constant —1.470%** —6.045***
(0.071) (2.105)
Observations 16,486 16,182
Log Likelihood —9,196.095 —8,706.057
Akaike Inf. Crit. 18,404.190 17,444.110
Note: *p<0.1; **p<0.05; ***p<0.01
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Table B.2: Relationship between Income Segregation and Having No Impact on
Community

Dependent variable:

Having No Impact on Community

(1) 2
Family Inc. Seg. 2.850* 1.802
(1.589) (2.044)
High Income 0.229 0.147
(0.222) (0.231)
Low Income 0.922%** 0.871***
(0.184) (0.189)
Inc. Seg. * High Inc. —3.702 —3.032
(2.389) (2.493)
Inc. Seg.* Low Inc. —2.287 —2.948
(2.003) (2.032)
1QV —1.576
(2.000)
Pop. (logged) 0.071
(0.058)
Pop. Density 0.00001
(0.00002)
% Poverty 3.817**
(1.568)
% Black —0.534
(0.388)
% Hispanic —0.587*
(0.333)
Age 18-34 ~0.049
(0.074)
Black —0.219
(0.137)
Education 0.420***
(0.087)
Med. HH Inc. (logged) 0.692**
(0.320)
Constant —3.720%** —10.815***
(0.140) (3.591)
Observations 16,493 16,188
Log Likelihood —2,658.025 —2,566.626
Akaike Inf. Crit. 5,328.050 5,165.253
Note: *p<0.1; **p<0.05; ***p<0.01
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Table B.3: Relationship between Income Segregation and Participation

Dependent variable:

Civic Participation Index (0-5 Scale)

Poisson OLS
(1) (2) 3) (4)
Family Inc. Seg. 0.452 0.200 0.841 0.380
(0.279) (0.434) (0.525) (0.801)
High Income 0.165*** 0.100*** 0.320*** 0.208***
(0.023) (0.023) (0.048) (0.045)
Low Income —0.290*** —0.188*** —0.450*** —0.292%**
(0.030) (0.029) (0.041) (0.039)
Inc. Seg. * High Inc. 0.140 0.068 0.475 0.302
(0.257) (0.255) (0.520) (0.507)
Inc. Seg. * Low Inc. —0.540 —0.366 —0.957* —0.594
(0.393) (0.347) (0.493) (0.411)
1QV 1.125%* 1.995**
(0.497) (0.869)
Pop. (logged) 0.002 —0.001
(0.014) (0.025)
Pop. Density 0.00001** 0.00002**
(0.00000) (0.00001)
% Poverty 0.022 0.005
(0.393) (0.696)
% Black —0.306*** —0.516***
(0.073) (0.130)
% Hispanic —0.574*** —0.876***
(0.130) (0.194)
Age 18-34 —0.246*** —0.415***
(0.013) (0.020)
Black 0.054*** 0.086**
(0.021) (0.035)
Education —0.480*** —0.728***
(0.017) (0.025)
Median HH Inc. (logged) —0.139* —0.256*
(0.083) (0.146)
Constant 0.583*** 1.240 1.791%** 3.105**
(0.019) (0.769) (0.034) (1.383)
Observations 16,493 16,188 16,493 16,188
R2 0.066 0.162
Log Likelihood —26,185.450  —24,889.380
Akaike Inf. Crit. 52,382.900 49,810.760
Note: *p<0.1; **p<0.05; ***p<0.01
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C

Appendix to Chapter 1: Spending Anal-

ysis: Full Results from City-Year Fixed

Effects Specifications

Table C.1: Income Segregation and Government Revenue Sources Per Capita (Full

Results)
Own Source Revenue Property Tax Sales Tax License Tax Charges
1 2 3) (4) (5) (6) Q) (8) ) (10)
Income Segregation 326.8 592.3** —60.6 —60.0 184.4%** 217.1%** 81.2*** 87.8*** 174.2 271.3*
(283.4) (250.9) (127.3) (105.8) (57.9) (63.0) (29.6) (30.4) (157.5) (157.1)
Racial Segregation —280.1** —216.3* 8.4 —42.5 —65.5"* —65.5"* —55.3""*  —52.4™*  —168.6** —118.1
(124.2) (126.9)  (57.4) (59.0) (28.8) (29.3) (13.9) (14.1) (71.7) (74.5)
log(Population) —238.6%** —117.7%* 12.5 —5.9%** —47.6**
(25.5) (9.3) (9.7) (1.7) (10.7)
log(Median HH Inc) 472.6%** 219.3%** 23.0 3.5 147.3**
(92.5) (44.3) (19.1) (7.2) (52.2)
% Poverty —306.3 —206.1* —203.5%** —59.2** 129.0
(266.0) (119.0) (58.6) (24.1) (162.5)
% Black —142.7 60.6 —61.3*** —12.8 —169.8"**
(91.3) (51.1) (23.1) (8.1) (41.9)
% Hispanic —26.1 288.9*** —118.0*** 6.8 —122.4*
(113.3) (59.3) (25.7) (10.5) (65.7)
% Unemployed 1,056.4* 710.1 62.4 34.7 352.9%%*
(585.0) (513.5) (53.8) (23.8) (125.3)
% Renters 356.7** —51.4 236.8%** 23.8* 119.4
(166.0) (57.8) (37.6) (14.0) (110.6)
% 65 or older 360.7 405.2%** 56.4 —6.6 73.9
(281.0) (109.5) (49.2) (23.2) (188.7)
% College Grads 379.5* 401.3*** —191.3*** 96.3*** 14.8
(219.1) (74.2) (55.4) (18.2) (152.1)
% High Income 310.5 424.1%** 20.9 —35.1% —166.5
(198.4) (77.9) (46.3) (19.0) (136.8)
Year FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
City FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
N 12,120 11,952 12,120 11,952 12,120 11,952 12,120 11,952 12,120 11,952
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Table C.2: Income Segregation and Local Spending by Type (Full Results)

Direct Gen. Exp. Capital Outlays Interest on Debt Local Transfers

(1) (2) (3) (4) () (6) (M) (8)

Income Segregation 421.0 894.3** 333.2** 325.6* 126.3*** 98.6%* 71.1 48.0
(384.8) (365.4)  (168.2)  (168.9)  (48.0)  (50.3)  (52.2)  (40.6)

Racial Segregation —714.1***  —587.0*** -2.0 3.6 —-5.5 2.9 12.5 4.3
(161.6) (161.4)  (718.7)  (79.9) (26.1)  (25.3)  (14.6)  (14.9)
log(Population) —310.5*** —41.6*** -8.1 —8.5%*
(25.9) (11.5) (5.8) (3.3)
log(Median HH Inc) 540.2%** 130.7** 547 26.6**
(110.2) (50.8) (15.4) (10.3)

% Poverty —189.0 188.1 23.9 59.8
(324.4) (141.1) (39.2) (40.7)

% Black 156.9 —2.6 5.7 —4.7
(117.9) (46.4) (14.5) (16.0)

% Hispanic 79.9 —14.1 —4.1 32.7**
(135.2) (56.0) (21.3) (15.7)

% Unemployed 1,043.7%* —96.1 130.1** 38.8
(458.5) (134.9) (53.9) (29.7)

% Renters 195.2 —108.8 36.2 16.8
(201.9) (91.5) (28.2) (19.1)

% 65 or older 564.9* 71.4 —91.4** 47.6
(335.7) (133.4) (39.7) (38.4)

% College Grads 486.7* 175.8* 34.8 27.6
(255.5) (93.5) (32.6) (26.7)

% High Income 92.5 —63.9 —15.9 58.2**
(248.0) (108.8) (41.8) (23.3)

Year FE Yes Yes Yes Yes Yes Yes Yes Yes

City FE Yes Yes Yes Yes Yes Yes Yes Yes
N 12,120 11,952 12,120 11,952 12,120 11,952 12,120 11,952

*p < .1; ¥p < .05; **p < .01
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Table C.3: Income Segregation and Local Spending by Category of Policy (Full

Results)
Redistributive Redist - w/o Educ Developmental Allocational
(1) (2) 3) (4) () (6) (7) (8)
Income Segregation 91.4 70.7 32.9 —-21.1 —26.4 27.6 254.6* 458.4***
(169.6) (193.7) (123.3)  (154.2) (60.8) (64.9) (149.0) (148.4)
Racial Segregation —261.1***  —235.0"*  —20.8 —20.9 55.4 63.1 —337.4**  —313.7"**
(93.2) (94.2) (63.3) (66.3) (47.1) (46.4) (73.1) (74.6)
log(Population) —60.3"** —15.3 —27.4% —94.2%%*
(13.8) (11.6) (6.5) (11.1)
log(Median HH Inc) 81.4 5.4 25.0 252.7***
(55.8) (50.1) (22.4) (54.4)
% Poverty —4.1 52.6 —6.5 —37.2
(196.0) (178.2) (61.9) (137.3)
% Black —43.7 —83.6** -30.0 56.9
(60.5) (40.5) (19.4) (53.1)
% Hispanic 177.2%* 33.8 —78.9%** —93.7*
(85.3) (62.5) (26.4) (55.3)
% Unemployed 728.1** 290.1* —164.8%** 186.0
(345.1) (165.6) (59.5) (135.7)
% Renters —88.7 52.4 33.8 230.0***
(124.1) (117.4) (47.5) (78.1)
% 65 or older 46.9 T1.7 -3.0 478.5%**
(197.2) (188.4) (81.4) (155.5)
% College Grads —102.6 —195.9 97.2** 172.4*
(177.7) (164.3) (47.2) (95.3)
% High Income 205.1 238.9* 28.0 —118.5
(144.2) (134.8) (53.0) (111.1)
Year FE Yes Yes Yes Yes Yes Yes Yes Yes
City FE Yes Yes Yes Yes Yes Yes Yes Yes
N 12,120 11,952 12,120 11,952 12,120 11,952 12,120 11,952
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Cross-City Specifications

Table C.4: Income Segregation and Government Revenue Sources Per Capita

Own Source Revenue Property Tax Sales Tax License Tax Charges
(1) (2) (3) (4) (%)
Income Segregation 1,692.4*** —215.1 540.0*** 64.0*** 708.5%**
(529.5) (252.5) (92.2) (16.2) (172.7)
Racial Segregation 623.5%** 364.3*** —111.3*** —-0.4 108.1*
(142.5) (77.7) (33.5) (4.3) (62.7)
log(Population) 15.6 5.5 5.1 — 14w 7.4
(16.6) (8.4) (3.7) (0.4) (6.1)
log(Median HH Inc) 644.3*** 575.3%** —65.3** 0.1 -9.1
(188.3) (89.5) (27.8) (4.3) (53.6)
% Poverty 769.0 248.2 31.9 —21.7* 361.8**
(492.9) (227.4) (85.1) (12.6) (155.4)
% Black —133.9* 4.4 —24 18.4%** —209.3***
(74.7) (39.7) (18.2) (2.7) (30.8)
% Hispanic —131.5 —112.4*** 155.4%* 7.1 —157.9%**
(91.7) (38.0) (29.9) (3.3) (33.8)
% Unemployed 460.0 1,017.9*** —562.9*** —1.0 112.5
(500.3) (371.6) (76.6) (17.5) (147.2)
% Renters 1,507.4*** 1,008.3*** 42.7 9.9** 215.7%**
(128.0) (64.4) (33.9) (4.3) (46.1)
% 65 or older 2,358.5%** 1,447.3*** —151.0%** 48.2%** 365.4***
(481.0) (239.8) (53.9) (8.6) (115.3)
% College Grads 43.3 —229.5%* 33.8 34.1%** 71.3
(210.5) (100.1) (41.5) (5.9) (72.5)
% High Income 504.9%* 410.0*** 157.5** —8.3 —36.8
(238.4) (124.0) (71.8) (9.3) (92.1)
Constant —7,531.2%** —6,697.5%** 733.6%* -1.7 —4.5
(2,068.1) (984.9) (314.8) (47.6) (596.3)
Year FE Yes Yes Yes Yes Yes
City FE No No No No No
N 11,952 11,952 11,952 11,952 11,952

*p < .1; ¥p < .05; **p < .01
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Table C.5: Income Segregation and Local Spending by Type

Direct Gen Exp

Capital Outlays

Interest on Debt

Local Transfers

(1) (2) 3) (4)
Income Segregation 1,566.5%** 712.3*** 216.7*** 26.6
(607.9) (185.6) (59.0) (59.3)
Racial Segregation 982.9*** 118.2** 70.9%** 8.6
(195.9) (48.4) (19.8) (13.0)
log(Population) 61.2%** 1.2 7.3 —0.9
(19.8) (6.1) (1.9) (1.7)
log(Median HH Inc) 728.9%** 113.7* 48.5** 48.2%*
(184.4) (61.7) (21.6) (20.6)
% Poverty 987.9* 220.7 66.5 74.8
(507.4) (154.6) (56.5) (53.0)
% Black —1114 —136.1%** —24.3** —5.7
(110.7) (26.7) (10.3) (8.4)
% Hispanic —459.9*** —81.3*** 0.2 2.0
(100.4) (24.8) (11.3) (13.8)
% Unemployed 1,222.6** —35.8 —14.3 59.5*
(556.9) (106.7) (41.0) (34.3)
% Renters 2,117.5%%* 271.5%** 57.1%%* 70.9%**
(152.8) (46.4) (14.5) (10.8)
% 65 or older 2,591.8%** 139.8 23.0 82.1
(433.7) (141.6) (54.3) (51.3)
% College Grads —208.8 70.6 6.6 —44.6**
(222.5) (62.6) (25.0) (18.6)
% High Income 578.9** 21.8 —47.1 85.4%**
(286.5) (91.2) (29.1) (24.0)
Constant —8,960.5*** —1,248.2* —593.6** —545.3**
(2,040.7) (675.6) (236.9) (225.5)
Year FE Yes Yes Yes Yes
City FE No No No No
N 11,952 11,952 11,952 11,952

*p < .1; **p < .05; **p < .01
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Table C.6: Income Segregation and Local Spending by Category of Policy

Redistributive ~ Redist - w/o Educ ~ Developmental  Allocational

(1) (2) (3) (4)

Income Segregation 63.2 264.9 211.6™** 858.6%**
(341.0) (227.0) (68.2) (161.6)
Racial Segregation 259.3** 112.7 112.2%** 301.5%**
(128.0) (77.1) (30.6) (57.0)
log(Population) 71.2%%* 22.0%** 0.03 0.2
(11.4) (6.5) (2.8) (6.8)
log(Median HH Inc) 246.1"** 69.3 15.1 234.2%**
(89.0) (75.1) (22.5) (59.9)
% Poverty 520.5** 344.1%* —574 306.7*
(244.0) (195.8) (63.0) (170.5)
% Black —96.0 —30.0 —83.3*** 43.7
(70.4) (33.6) (11.3) (37.5)
% Hispanic —286.8*** —58.1% —38.5%** —35.8
(52.4) (33.8) (13.2) (35.1)
% Unemployed 729.8* 287.6* —14.5 41.2
(440.1) (164.9) (56.6) (147.0)
% Renters 787.0"** 249.2%** 99.1%** 623.3***
(85.3) (45.2) (23.3) (60.2)
% 65 or older 616.6** 311.7* 95.5 1,258.7***
(199.2) (189.5) (54.6) (144.3)
% College Grads —440.8*** —148.5 48.8** 153.7%*
(133.4) (91.7) (24.3) (69.2)
% High Income 321.3** 213.5** 95.7** —32.7
(138.0) (85.3) (45.9) (115.4)
Constant —3,621.2%** —-1,071.7 —106.9 —2,646.6***
(994.9) (829.7) (251.4) (666.2)
Year FE Yes Yes Yes Yes
City FE No No No No
N 11,952 11,952 11,952 11,952

*p < .1; ¥*p < .05; **p < .01
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D Appendix to Chapter 2: Logit Models:
Relationship between Economic Segre-
gation and Trust in Local Government

Table D.1 below shows the full results of the model estimating the relationship

between economic segregation and trust in local government.
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Table D.1: Relationship between Economic Segregation and Trust in Local
Government

High Trust  Low Trust

(1) (2)

Economic Segregation —2.7* 2.0"*
(1.5) (1.0)

Racial Segregation 0.002 0.001

(0.004) (0.003)

log(Population) —0.01 —0.03
(0.1) (0.04)

Population Density —0.000 0.000

(0.000) (0.000)
% Poverty 1.4 0.2
(1.4) (1.2)

% Black -0.3 0.6%*
(0.4) (0.2)

% Hispanic 0.8* 0.4*
(0.3) (0.3)

Age 18-34 —0.2%** 0.2%**
(0.1) (0.1)

Race —0.5%* 0.5%*
(0.1) (0.1)

Education 0.6** 0.4%*
(0.1) (0.1)

log(Med. HH Income) 0.6 —0.1
(0.3) (0.3)

Constant —9. 7% —-1.2
(3.2) (3.1)

Observations 15,646 15,646

p < .1; ¥p < .05 " p < .01

Note: There are 15,646 repsondents in 1,323 census places. Standard errors are robust
and clustered at the census place level.
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E Appendix to Chapter 2: Logit Models:
Relationship between Economic Segre-
gation and Tax Increases

Table E.1 shows the results of the model estimating the relationship between
economic segregation and proposing a special versus general tax increase, conditional
on a tax increase being proposed at all. Table E.2 shows the results of the models
estimating the relationship between economic segregation and the joint probability of
proposing and passing a tax increase overall, a special tax increase, and a general tax
increase. Finally, Table E.3 shows the results of the models estimating the relationship
between economic segregation and passing a special tax increase and passing a general

tax increase, conditional on a tax increase being proposed.
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Table E.1: Relationship between Economic Segregation and Special versus General
Tax Increase

Propose Special ~ Propose General

(1) (2)
Economic Segregation 6.6 —6.6"*
(2:2) (2:2)
Racial Segregation 0.02* —0.02*
(0.01) (0.01)
log(Population) —0.3%** 0.3***
(0.1) (0.1)
log(Median HH Inc) —0.2 0.2
(0.3) (0.3)
% White —-04 04
(4.2) (4.2)
% Black -2.6 2.6
(4.6) (4.6)
% Asian -1.2 1.2
(4.3) (4.3)
% Hispanic -1.3 1.3
(4.1) (4.1)
% Age 65 years plus —2.6 2.6
(L.7) (L.7)
Commute —0.0 0.0
(0.0) (0.0)
Gen. Revenue Own Sources —0.000 0.000
(0.000) (0.000)
Time Trend —0.1%* 0.17
(0.01) (0.01)
Constant 111.0% —111.0%**
(30.9) (30.9)
Observations 1,130 1,130

p < .1; ¥p < .05 **p < .01
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Table E.2: Logit Models, Direct Effect of Economic Segregation on Proposing and
Passing Tax Increase

All Special Taxes  General Taxes
(1) (2) 3)
Economic Segregation -0.7 4.5 —2.2
(2.0) (2.8) (2.0)
Racial Segregation 0.01** 0.03*** 0.01
(0.01) (0.01) (0.01)
log(Population) —0.1 -0.3 0.02
(0.1) (0.2) (0.1)
log(Median HH Inc) —0.4** —-0.5 —0.4*
(0.2) (0.3) (0.2)
% White —5.7** —0.5 —8.0**
(2.9) (4.0) (3.2)
% Black -2.8 0.2 —4.7
(3.1) (4.8) (34)
% Asian —5.1* —-1.2 —7.1*
(2.9) (3.7) (3.2)
% Hispanic —6.6** —3.8 —8.2%**
(2.8) (3.9) (3.1)
% Age 65 years plus -0.2 —3.4 0.7
(1.1) (2.3) (1.2)
Commute 0.000%** —0.0 0.000***
(0.0) (0.000) (0.0)
Gen. Revenue Own Sources —0.000 —0.000 —0.000
(0.000) (0.000) (0.000)
Time Trend 0.1%* 0.02 0.1
(0.01) (0.02) (0.01)
Constant —110.2*** —44.0 —126.5**
(18.9) (37.1) (21.0)
Observations 8,421 8,421 8,421

o < .1; *p < .05, *p < .01
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Table E.3: Logit Models, Direct Effect of Economic Segregation on Passing Special
and General Tax Increase

Pass Special ~ Pass General

(1) (2)
Economic Segregation —0.02 —4.0
(3.8) (2.8)
Racial Segregation 0.03* 0.01
(0.01) (0.01)
log(Population) —0.2 —0.1
(0.2) (0.1)
log(Median HH Inc) 0.4 —0.1
(0.5) (0.3)
% White 2.8 -7.5
(8.9) (4.8)
% Black 1.8 —6.9
(9.9) (4.9)
% Asian 2.6 —4.1
(9.2) (5.2)
% Hispanic 0.1 —7.8*
(8.7) (4.6)
% Age 65 years plus —1.1 -0.9
(3.3) (1.9)
Commute —0.000 0.000
(0.000) (0.000)
Gen. Revenue Own Sources —0.000* 0.000*
(0.000) (0.000)
Time Trend 0.1* 0.1
(0.02) (0.02)
Constant —132.2** —118.5***
(53.8) (36.0)
Observations 1,143 1,143

p < .1; ¥p < .05 *p < .01
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F Appendix to Chapter 3: Alternative Spec-
ifications

This appendix shows the results from the alternative specification using a logis-
tic regression model to estimate whether states with Democratic governors and states
with Republican governors are more likely or less likely to allocate low-income LIHTC
units to a census tract as its poverty rate increases. I also include models estimating
the effect of partisanship on the number of LIHTC units allocated per 1,000 residents
that include controls for the allocation of units in previous years. The alternative
models support the overall results in Chapter 3, or that states with Republican gov-
ernors are less likely to allocate LIHTC units to a census tract as its poverty rate

increases.
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Table F.1: Odds of a Democratic and Republican Governor Allocating More Units
as Poverty Increases

0 @
1990-2010 2000-2010
Democratic governor 0.935 1.022
(0.0) (0.0)
% Poverty with Rep governor 0.449* 0.384
(0.2) (0.2)
% Poverty with Dem governor 0.682 0.450
(0.2) (0.3)
Population (logged) 0.970 0.347**
(0.1) (0.0)
% Black 1.354 1.791
(0.4) (1.4)
% Hispanic 4.761*** 6.119*
(1.8) (4.6)
Med. HH income (logged) 1.395*** 1.658***
(0.1) (0.2)
Median home cost 1.005** 1.001
(0.0) (0.0)
Median rent 1.000 1.001
(0.0) (0.0)
% Age 65 plus 4.245* 0.003***
(2.8) (0.0)
% Age 18 under 0.770 0.075
(0.5) (0.1)
Observations 214,141 83,045
Tract Fixed Effects Yes Yes
Year Fixed Effects Yes Yes

Standard errors in parentheses
*p<0.05, " p<0.01, ™ p <0.001
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Table F.2: Partisan Allocation of Low-Income LIHTC Units as Poverty Increases
Controlling for Previous Allocation

) @)
Number of units, 1990-2010 Number of units, 2000-2010
Democratic governor -0.052* -0.076*
(0.02) (0.03)
% Poverty with Rep governor -1.141* -1.616**
(0.41) (0.57)
% Poverty with Dem governor -0.559 -0.650
(0.18) (0.25)
1 year prior -0.917*** -2.334***
(0.06) (0.09)
2 years prior -0.828*** -2.119***
(0.07) (0.09)
3 years prior -0.973*** -2.138***
(0.07) (0.09)
4 years prior -1.010*** -1.977***
(0.06) (0.08)
Population (logged) -0.857** -1.543***
(0.12) (0.24)
% Black 0.237 0.018
(0.22) (0.65)
% Hispanic 0.870*** 1.269*
(0.26) (0.51)
Med HH income (logged) 0.415*** 0.422***
(0.11) (0.12)
Median home cost 0.007* -0.001
(0.00) (0.00)
Median rent 0.001 -0.000
(0.00) (0.00)
% Age 65 plus 1476+ -1.431
(0.42) (1.19)
% Age 18 under -2.065** -3.707**
(0.66) (1.43)
Constant 3.473** 9.865***
(1.23) (1.91)
Observations 1,050,702 656,629
Year Fixed Effects Yes Yes
Tract Fixed Effects Yes Yes

Standard errors in parentheses
* p <0.05, ** p<0.01, *** p < 0.001
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