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Abstract

New Orleans, a highly segregated city with low homeownership, experienced a tre-
mendous number of housing foreclosures between 1985 and 1990. This study high-
lights the process and impact of foreclosure in the urban housing market, which
contributes to an understanding of their impact on the spatial structure of the city.
Two aspects of foreclosure are examined: the differential impacts of foreclosure on
low-income and African-American householders and changes in socioeconomic con-
ditions (neighborhood change and the spatial structure of the city) resulting from
foreclosure.

Conventional wisdom holds that urban neighborhood transformation is driven
largely by white flight. The data presented in this article suggest a counterhypoth-
esis. Middle-income professional whites employed in businesses impacted by reces-
sion who had recently bought housing with high loan-to-value ratios were forced to
sell or have their houses foreclosed upon. The depressed market, in turn, made
such housing affordable to middle-class blacks interested in homeownership. Thus,
black economic opportunity, rather than white flight, dramatically transformed the
racial composition of many New Orleans East neighborhoods.
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Introduction

High rates of homeownership are generally agreed to be important,
contributing to a strong national economy, an improved local tax
base, neighborhood stability, family pride, and self-esteem. With
such desirable ends in mind, the federal government and many
cities have developed incentive programs to encourage homeowner-
ship. These programs range from the traditional homestead prop-
erty tax exemption, innovative or low-cost financing for first-time
home buyers, and prepurchase counseling (see Quercia and Wachter
1996) to the promotion of urban homesteading of abandoned hous-
ing. But few, if any, cities have evaluated, let alone developed, pre-
ventive or ameliorative programs for the other side of this equation:
housing foreclosures. The federal government, as well, had recently
discontinued its mortgage default assistance (the U.S. Department
of Housing and Urban Development’s [HUD] Home Mortgage As-
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signment Program) in 1996, but was ordered in April 1998 to rein-
state the program.

It is well known that homeownership rates tend to be low in low-
income neighborhoods, but there is also evidence that the foreclo-
sure process itself disproportionately affects low-income, lower-
middle-income, and elderly householders and the neighborhoods in
which they reside. Because these householders have fewer re-
sources, they are less able to protect their homes from the long-
term ramifications of temporary economic hardships. They also are
disadvantaged in trying to halt the default/foreclosure process once
it is under way. Safeguards intended to prevent home loss can fail
to protect low-income households where debtors do not understand
or finance companies do not explain important details. The likely
result of this concentration of foreclosures in low- and lower-middle-
income neighborhoods is the alteration of a city’s sociodemographic
character and its residential location patterns.

The Federal Housing Administration (FHA), Fannie Mae, and other
government-sponsored organizations concerned with inner-city
housing and community development are in many ways stuck be-
tween a rock and a hard place. If they target the hard to finance,
the resultant increased likelihood of mortgage default and perhaps
foreclosure opens their efforts and programmatic base to criticisms
that the programs are doing more harm than good in low-income
minority neighborhoods (Cincotta, Rose, and Ryan 1998) and are
promoting residential racial segregation and unemployment
through the spatial mismatch between job growth and the hard to
employ (Gotham 1998). If they broaden their client base to the
lower middle class, they will dilute their efforts, decrease fair hous-
ing gains, and be accused of unfair competition and of supplying
unnecessary subsidies. An alternative strategy may be to retain the
targeted hard-to-finance approach, supplementing it with greater
pre- and postdefault counseling, but, more important, providing
financial assistance during default aimed at preventing foreclosure.

This article uses a descriptive analysis of a major research agenda
aimed at developing an understanding of the process and impact of
foreclosure in urban housing markets to comment on current delib-
erations concerning FHA policy. First, existing knowledge on neigh-
borhood change and housing foreclosures is presented. This is fol-
lowed by a descriptive evaluation of changes in residential location,
tenure patterns, neighborhood stability, and housing and socioeco-
nomic conditions resulting from foreclosures in New Orleans from
1985 to 1990. Although this analysis is on housing foreclosures in
general (not focusing on, but including, FHA foreclosures), it ex-
tends existing research on FHA foreclosures (Cincotta, Rose, and
Ryan 1998; U.S. General Accounting Office [USGAO] 1997) by eval-
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uating the effects of foreclosures on neighborhood conditions.
Finally, the implications of these findings for federal housing policy
are discussed.

The role of housing foreclosures in shaping the urban
landscape

Although previous investigations of residential location have usu-
ally included ‘‘economic competition’’ and ‘‘social choice’’ as explana-
tions for observed locational patterns, they have not identified the
role of foreclosure. Advocates of the economic competition perspec-
tive argue that spatial patterns and residential location are a func-
tion of market supply and demand. Vigorous competition exists for
city land that is prized for its accessibility to all parts of the me-
tropolis. Business and industry often are able to outbid others for
the most central locations. In this model, household locational
choice is influenced by costs of land and the journey to work. City
growth increases the competition for residential space, which re-
sults in the land nearest the central business district (CBD) being
intensely developed. The resulting congestion and high density
around the CBD drive those with higher incomes to the outskirts.
The differences in population distribution are a function of the in-
comes of various groups—that is, of their ability to pay. The end re-
sult is families of similar socioeconomic status living together in
different parts of the city.

Proponents of social choice argue that neighborhoods are homoge-
neous for different reasons. In addition to economic considerations,
family lifestyles, values, needs, life cycle, and social status are
viewed as factors motivating the selection of residential location.
The choice of a home rests on preferences for socially homogeneous
areas. Compatible neighbors—those who share values, desires, and
needs—seek out one another. Some of the research on ethnic and
racial differentiation, or segregation, also confirms the effect of so-
cial status, lifestyles, and values on location. It is assumed that dif-
ferences in residential location reflect differences in preferences or
‘‘social choice.’’ The element of choice, however, is strongly refuted
by the evidence on discrimination in housing and employment (Far-
ley 1996; Galster 1990; Kain and Quigley 1972; Kasarda and Ting
1996; Lake 1980; Pol et al. 1981; Silberman, Yochum, and Ihlanfeldt
1982; Yinger 1995).

Neither economic competition nor social choice fully explains the
options and constraints facing the economically disadvantaged or
those with special housing location needs. Both frameworks present
residential location as preference related, whether driven by eco-
nomic or social determinants. More recently, neo-Marxian theorists
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have refuted ‘‘preference’’ as an explanation for residential differen-
tiation. Harvey (1989), for example, argues persuasively that new
hypotheses are needed that link residential location with the social
relations within capitalist society. Social differentiation is a function
of (1) the division of labor and specialization of function; (2) con-
sumption patterns and lifestyle; (3) authority relations; (4) manipu-
lated projections of ideological and political consciousness; and
(5) barriers to mobility chances. Neighborhoods and communities
are ‘‘differentiated’’ due to these factors and should not ‘‘be con-
strued as the product of the autonomous and spontaneous prefer-
ences of people’’ (Harvey 1989, 123).

There is little literature on the effect of housing foreclosures on the
socioeconomic characteristics of neighborhoods and the spatial
structure of the city (the exceptions are the tangential studies by
Bradford [1979], Bradford and Rubinowitz [1975], Harvey [1977],
and Harvey and Chatterjee [1974], which focus more on the role of
government policy and housing financial institutions than on fore-
closures per se). Harvey’s (1977) analysis demonstrated that FHA
mortgages replaced the land-installment contract as a mechanism
for blockbusting in Baltimore. More recently, Cincotta, Rose, and
Ryan (1998) note the continuing use by real estate agents of FHA
loans to increase housing turnover in low-income neighborhoods in
Chicago. Unfortunately, this literature stops at demonstrating the
concentration of FHA foreclosures and fails to evaluate their effect
on neighborhood conditions.

However, the literature on neighborhood decline and urban revitali-
zation and gentrification is instructive in that it can be used to hy-
pothesize the likely changes in neighborhoods due to the specific
characteristics of the foreclosure/purchase process discussed below.
Much of the neighborhood decline and, for that matter, the urban
revitalization literature is based on the Chicago School of human
ecology (see Faris 1967; Galster, Mincy, and Tobin 1997; Gist and
Fava 1964; Megbolugbe, Hoek-Smit, and Linneman 1996; see
Temkin and Rohe [1996] for a more interdisciplinary approach). For
the purposes of this discussion, the central contribution of this liter-
ature is the stage model of residential decline and the mechanism
for such socioeconomic land use change: the social and economic
process of invasion-succession. Subsequent work by Vernon (1960),
Hoover and Vernon (1962), and ultimately Downs (1981) and Brad-
bury, Downs, and Small (1982) provided a neoclassical microeconom-
ic explanation for this neighborhood transition and decline. The
general line of argument is that, first, vacant land is developed to
its highest and best use for the given time period. In terms of hous-
ing, this usually has meant middle- or high-income units. The sec-
ond stage is marked by continued growth in higher densities to be
able to support the higher land values. The third stage signifies the
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beginning of decline—the conversions of houses and apartments
into smaller units, which increases population density by allowing
more but lower-income residents to invade the area. In the fourth
stage, the new invading lower-income residents (often of a different
ethnicity or race) succeed in dominating the neighborhood, which
becomes associated with this income and ethnic identity. The fifth
stage is renewal.

The recent spate of urban revitalization and gentrification has re-
quired a further refinement to this stage model, adding the possibil-
ity of either incumbent upgrading (Clay 1979; Gale 1979; Laska and
Spain 1980) and/or gentrification (Henig 1980; Schaffer and Smith
1986; Smith 1979, 1982; Smith and Williams 1986). DeGiovanni
(1982) provides the best analysis and subsequent refinement of the
stage model of neighborhood change. The relevance to this study is
that all of this literature suggests that neighborhood change is
based on the characteristics of inmovers and outmovers. Where
there is contention in the literature it is over why people move in or
move out. Not surprisingly, these debates mirror the debates in the
residential location literature discussed above. Thus, these two lit-
eratures provide the basis of the subsequent hypotheses concerning
mortgagors (forced outmovers) and purchasers (inmovers). The ar-
guments concerning the neighborhood contagion effect of increased
investment or disinvestment can be transferred to expectations con-
cerning foreclosure.

Regardless of the theoretical framework in which housing foreclo-
sure research is embedded (either economic competition, social
choice, or neo-Marxian political economy discussed above), it is un-
derstood that American cities are highly segregated by social class
(Eggers and Massey 1992; Farley, Schuman et al. 1978; Farley,
Steeh et al. 1993; Galster 1990; Galster and Hill 1992; Jargowsky
1997; Massey and Denton 1993; Squires 1994; Wilson 1987; Wood
and Lee 1991). For example, although the national racial segrega-
tion index declined between 1980 and 1990 from 70 to 66 (Jar-
gowsky 1997, 139), it increased slightly in New Orleans from 68.3
to 68.8 (Massey and Denton 1993, 222). This index tells us the per-
centage of the urban residents that would have to move for each
census block group to reflect its respective overall metropolitan ra-
cial composition. Given the sociospatial segregation pattern of U.S.
cities, it is reasonable to speculate that if a city experiences a spe-
cific economic stimulus that leads to foreclosures of a specific type,
then the mortgagors will have particular socioeconomic characteris-
tics (those susceptible to that particular stimulus) and the foreclo-
sures will cluster in particular neighborhoods of the city. Thus, the
initial impact of housing foreclosures on the sociospatial structure
of a city will depend on the type of economic stimulus that creates
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the conditions that lead to foreclosures and the extent and specific
characteristics of social segregation in the city.

The long-term impact of housing foreclosures on the sociospatial
structure of the city will depend on the characteristics of the pur-
chasers of the foreclosed property. Regardless of reason (social pref-
erence, economic competition, racial discrimination, or segmented
market channeling) different types of purchasers are likely to pur-
chase the foreclosed properties depending on the type of neighbor-
hood in which the available properties are located. Clearly the op-
portunity to purchase foreclosed property is dependent on the type
of economic stimulus that, on the one hand, led to the supply of
foreclosed property and, on the other hand, conditions the future
prospects of the housing market. Thus, the effects on the particular
neighborhood and sociospatial structure of the city of this foreclo-
sure/purchase process will depend on the nexus involving the type
of foreclosure stimulus, characteristics of the mortgagors, and type
of purchasers.

An analysis of housing foreclosures and racial transition
in New Orleans

Research design

I utilize a case study research design. The general analytic strategy
is one of pattern matching/explanation building (see Yin 1989, 105–
20)—that is, theoretical hypotheses suggest expected patterns to be
evaluated. The analysis is based on the primary data collected from
civil court records to evaluate the foreclosure process and patterns
discussed above and secondary data from the U.S. Bureau of the
Census to evaluate the neighborhood impact of those patterns. The
methods used range from simple descriptive statistics, and para-
metric and nonparametric inferential statistics, to geographic infor-
mation systems (GIS) spatial pattern analysis.

Data collection

The research project is longitudinal in that cases were ‘‘properties
sold’’ at judicial foreclosure sales between the years 1985 and 1990
and their subsequent disposition and change in land use is followed.
(Properties sold, rather than ‘‘properties set,’’ will be investigated.
Some mortgage foreclosures are stopped by declaration of bank-
ruptcy or payment of monies owed.) This time period is used for the
analysis for two reasons. First, foreclosures began to pick up in
1987 because of the decline of the oil industry and began to tail off
in 1990. Thus, the time period provides us with foreclosures prior
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Table 1. Housing Foreclosures in New Orleans, 1985 to 1990

Year Number of Housing Foreclosures

1985 27
1986 46
1987 247
1988 1,255
1989 1,506
1990 1,240

Total data available 4,321
Missing* 147

Total 4,174

*Fifty-six foreclosures were excluded because of insufficient address information and 91
because of geocoding problems.

to, during, and after a sectoral decline. Second, 1990 makes a con-
venient ending date for analysis of neighborhood change because of
the 1990 census. In 1985, 571 properties were sold; in 1986, 759; in
1987, 1,024; in 1988, 1,247; in 1989, 1,461; and in 1990, 1,414—a
total of 6,476 properties. In the analysis of the civil court foreclo-
sure records, only 67 percent of the cases went to sale. Thus, the
complete housing foreclosure data set (population) is 4,321 records
(see table 1). Data of the following type were collected from the pub-
lic records available in the Orleans Parish Civil Court and Convey-
ance Office:

1. Loan characteristics: loan amount; interest rate (variable or
fixed); origination date; loan maturity; outstanding balance;
monthly payments; first, second, or third mortgage; loan-to-
value ratio; debt-to-value ratio; names of relevant parties; type
of mortgage (FHA, VA, conventional, or collateral)

2. Property characteristics: geographic code; original sales price;
assessed value

3. Foreclosure characteristics: date of sale; appraiser; appraised
value; foreclosure sales price; buyer of foreclosed property; defi-
ciency judgment filed; executory or ordinary proceedings; law-
yer

4. Lender characteristics: lender; type of lending institution; dif-
ferential laws governing the institution

In order to understand the role of housing foreclosures in neighbor-
hood change, data are needed to classify foreclosure stimulus, type
of neighborhood, characteristics of the mortgagor, characteristics of
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the purchaser, and neighborhood change. The foreclosure stimulus
is categorized as general regional recession, sectoral decline, over-
valued land market, poor lending practices, or life events. Unem-
ployment by sector (two- and three-digit Standard Industrial Classi-
fication code) data are used to determine regional and sectoral
economic conditions from 1980 to 1990 for the first two categories.
Data for the third category come from the University of New Or-
leans biannual real estate market analysis. Data from 1985 to 1990
for the last two categories come from the civil court and conveyance
records and a mortgagor telephone survey.

Using the 1980 and 1990 census block group data, the neighbor-
hoods of New Orleans are classified into six different types by me-
dian household income (converted to 1982–84 constant dollars): af-
fluent (greater than 200 percent of the citywide median), upper-
middle-income (151 to 200 percent), middle-income (121 to 150 per-
cent), lower-middle-income (81 to 120 percent), low-income (51 to 80
percent), and very low income (50 percent and less). The foreclosure
data are spatially joined with the census block group data to pro-
duce maps and cross tabulation tables to evaluate the effects of
foreclosure on the neighborhoods. Although a rigorous quantitative
analysis of these spatial distributions is a later step in the research
design, a discussion of some preliminary spatial interpretation fol-
lows.

The economic stimulus for foreclosure

As in much of the United States, a major economic recession began
in 1981 in New Orleans, where total parish employment peaked at
239,181 jobs. The onslaught of this recession was tempered by the
countercyclical energy/oil price boom from 1981 to 1983: Total em-
ployment fell by 21,740 jobs (19 percent), but mining employment
increased by 4,188 (`38 percent). When the bottom fell out of the
energy/oil price boom in 1983 (mining employment decreased by
4,146 [127 percent] between 1983 and 1984), the severity of the re-
cession set in. Between 1980 and 1990, total parish employment fell
by 14 percent, mining employment declined 35 percent (1.5 percent
of total employment), construction declined 52 percent (2.8 percent
of total employment), manufacturing 134 percent (3.5 percent of to-
tal employment), transport and public utilities 145 percent (7 per-
cent of total employment), and wholesale trade 147 percent (3.4
percent of total employment). The only significant growth industries
were services, increasing 20 percent (6.3 percent of total employ-
ment), and health, increasing 30 percent (2.1 percent of total em-
ployment). The other growth industries were insignificant in terms
of percent of total employment: eating and drinking, 18 percent
(0.5 percent of total employment); banking, 142 percent (0.8 percent
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Table 2. Change in Racial Composition of Block Groups
That Experienced Foreclosure

Minority-White
Block Groups, 1990

Majority-White
Block Groups, 1990

Minority-white block groups,1980
n 4 2,797

2,744 (98%) 53 (2%)

Majority-white block groups, 1980
n 4 1,357

609 (45%) 748 (55%)

Pearson v2 4 1663.15; Fisher’s exact test p , 0.000; Pearson’s r 4 0.63.

of total employment); and real estate, 14 percent (0.05 percent of
total employment). Thus, the general economic stimulus for foreclo-
sure in New Orleans in the study period was the general recession,
at first masked by a boom in energy/oil industries (from 1981 to
1983), and then deepened by a steep sectoral decline in the energy/
oil industries (from 1983 to 1990).

It is reasonable to expect a disproportionate share of the pre-1988
foreclosures to occur in block groups that house that sector of the
population that is insecurely employed and thus most likely to be
affected by the general recession—that is, low-income, low-skilled
minority laborers. Second, I expected a disproportional share of the
1988-and-after foreclosures to continue to occur in those same block
groups and, due to the addition of energy/oil industry sectoral de-
cline, I expected foreclosures to expand into the professional white
middle-class block groups.

The racial composition of block groups and foreclosure

In general, only 38 percent of the foreclosures occurred in
1980 majority-white block groups, while 62 percent occurred
in 1980 majority-black block groups, of which 72 percent were in
solidly majority-black (.70 percent) groups. Of those block groups
that experienced foreclosure in New Orleans in the 1980s (see
table 2), only 2 percent of the minority-white block groups in 1980
became majority-white in 1990, whereas 45 percent of the majority-
white block groups became minority-white in 1990. Although 1,357
foreclosures (33 percent) occurred in neighborhoods that were
majority-white in 1980, only 801 (19 percent) were in block groups
that were majority-white in 1990.

Thus, 556 foreclosures (41 percent) that were in majority-white
block groups in 1980 were located in majority-black block groups in
1990 (see table 3). Correspondingly, 2,547 (61 percent) occurred in
neighborhoods that were majority-black in 1980, while 3,196 (77
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Table 3. Foreclosures by Racial Composition of Block Groups

1980 1990 Change Percent Change

Majority-white
block groups

1,357 801 1556 141

Majority-black
block groups

2,567 3,196 649 26

Wilcoxon signed ranks test, z 4 -21.7, -21.70 respectively; p , 0.000.

Table 4. Foreclosures by Change in Block Group White Residency,
1980 to 1990

Major decline in white residency 481 (11.6%) 36.3% in declining block groups
Minor decline in white residency 1,024 (24.7%)
No change 2,516 (60.6%)
Minor increase in white residency 120 (2.9%) 3.2% in increasing block groups
Major increase in white residency 13 (0.3%)

percent) were in block groups that were majority-black in 1990—a
16 percent increase.

Clearly, a large proportion of the majority-white block groups in
1980 that experienced foreclosures in the late 1980s (41 percent)
were in transition to majority-black neighborhoods.

Also, 36 percent of foreclosures occurred in block groups that de-
clined at least one category of racial composition (0 to 30 percent,
31 to 50 percent, 51 to 70 percent, and 80 to 100 percent white), 61
percent occurred in block groups that did not change category, and
only 3 percent occurred in groups that increased in at least one
category (see table 4). More clearly, 73 percent of the foreclosures
occurred in block groups that lost in percentage white population,
while only 18 percent occurred in those that increased in percent-
age white population. Obviously, foreclosures were occurring pre-
dominantly in majority-black block groups and majority-white block
groups in transition.

The median household income of block groups and foreclosure

Only 5 percent of the foreclosures occurred in very low income
(50 percent of median or below) block groups and 19 percent in low-
income (80 percent of median or below) groups, while 33 percent oc-
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Table 5. Foreclosures by Change in Median Household Income,
1980 to 1990

Major decline in income 489 (11.8%) 54.4% in declining block groups
Minor decline in income 1,767 (42.6%)
No change 1,418 (34.2%)
Minor increase in income 126 (3%) 3.3% in increasing block groups
Major increase in income 15 (0.3%)

v2 4 2,481.61, p , 0.000.

curred in the upper-middle-income and affluent block groups (.150
percent of the median). Twelve percent of the foreclosures occurred
in block groups that experienced a major decline in median house-
hold income (two or more categories), 43 percent occurred in groups
that experienced a minor decline in median household income (one
category drop), and 34 percent occurred in groups that did not
change category, while only 3 percent occurred in block groups that
experienced a minor gain (one category jump) and only 0.3 percent
occurred in block groups that experienced a major gain (two or more
category gain). Thus, just over 54 percent of the foreclosures oc-
curred in block groups that dropped in median household income
category, while only 3 percent occurred in block groups that in-
creased in median household income category (see table 5). More
clearly, 75 percent of foreclosures occurred in block groups that ex-
perienced a decline in median household income, whereas only 25
percent of foreclosures occurred in block groups that experienced an
increase. Without a doubt, the foreclosure process contributed to the
decline in block group median household income.

Although the distribution of foreclosures within median household
income categories remained relatively constant from 1980 to 1990,
the change is statistically significant (see table 6). Sixty-nine per-
cent of block groups experiencing foreclosure showed a decline in
median household income between 1980 and 1990 (see table 7), al-
though the difference demonstrated in this table is statistically in-
significant. We must await the results of the mortgagor and pur-
chaser surveys to definitively interpret this data.

The racial and class composition of block groups and foreclosure

An index of white and black dollars was created to get a handle on
the intersection of race and class. This index is percentage white or
black multiplied by median household income in each block group.
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Table 7. Foreclosures by Change In Block Group Median Household
Income Level

Decrease in
Median

Household
Income

Increase in
Median

Household
Income

Block groups without foreclosure 37 (62%) 23 (38%)
Block groups with foreclosure 395 (69%) 181 (31%)

Pearson v2 4 1.19; Fisher’s exact test p , .172 (one-sided).

Table 6. Foreclosure Distribution by Median Household Income Category,
From 1980 and 1990

Foreclosure in
1980 Income

Category

Foreclosure in
1990 Income

Category

50% of city median or less 192 (4.6%) 493 (11.9%)
51 to 80% of city median 787 (19%) 1,179 (28.4%)
81 to 120% of city median 1,286 (31%) 959 (23.1%)
121 to 150% of city median 517 (12.5%) 725 (17.5%)
151 to 200% of city median 875 (21.1%) 582 (14%)
Greater than 200% of city median 493 (11.9%) 212 (5.1%)

Wilcoxon signed ranks test, z 4 130.4, p , 0.000.

For example, ‘‘Black Dollars’’ represents that proportion of median
household income of the block group attributable to the black popu-
lation. The assumption is that the block group median household
income is proportionately distributed between blacks and whites.
Although this assumption will be violated in many instances, a
graphical representation of this index nevertheless suggests that
the assumption can be relaxed because the expected direction of vi-
olation would only increase the clarity of interpretation (see figures
1 and 2). In interpreting the 1980 White and Black Dollars plot, it
is clear that majority-black block groups are of lower income and
demonstrate both a smaller income variance and a larger percent-
age race variance than that of majority-white block groups. In com-
paring 1980 and 1990 White and Black Dollars, one sees that the
recession hit the majority-black block groups the hardest. The slope
and income variance have decreased, whereas the percentage black
variance has increased. The effect of the recession on White Dollars
appears to be a decrease in percentage white variance and income
variance in the mixed areas, while decreasing the steepness of the
slope. A more rigorous analysis and more confident interpretation
must await a quantitative analysis of the data that takes into ac-
count the conflation of spatial autocorrelation.
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Figure 1. ‘‘White Dollars’’ versus ‘‘Black Dollars,’’ 1980

In general, only 2 percent of majority-black block groups in New
Orleans transformed into majority-white block groups between
1980 and 1990, whereas 45 percent of 1980 majority-white block
groups transformed into majority-black block groups. Here the ef-
fect of foreclosure on 1980 majority-white block groups is promi-
nent: If the block group lost income, 47 percent of the foreclosures
occurred in block groups that transformed into majority-black block
groups; however, if the block group gained income, only 31 percent
transformed into majority-black block groups.

Only 5 percent of the foreclosures in majority-white block groups
occurred in low- or very low income neighborhoods (80 percent
or less of the city median), while 55 percent occurred in upper-
middle-income (150 to 200 percent of the city median) and affluent
(greater than 200 percent of city median) neighborhoods. Corre-
spondingly, 35 percent of the foreclosures in majority-black block
groups occurred in low- or very low income neighborhoods, while 19
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Figure 2. ‘‘White Dollars’’ versus ‘‘Black Dollars,’’ 1990

percent occurred in the upper-middle-income and affluent majority-
black neighborhoods. Not surprisingly, 40 percent of foreclosures
occurring in majority-white block groups and 45 percent of fore-
closures occurring in majority-black groups were in lower-middle-
income (81 to 120 percent of city median) and middle-income (121 to
150 percent of city median) neighborhoods. Thus, it appears that
the foreclosures were differentially affecting upper-middle-income
white but diverse (31 to 50 percent black) block groups (see table 8)
and disproportionately affecting almost all majority-black block
groups. All but one solidly white (0 to 30 percent black) block group
had less than the citywide average rate of foreclosures. This excep-
tion is due to three extreme outliers (3 of the 55 block groups in this
category had 153 foreclosures); without them the category also had
less than the citywide average number of foreclosures (0.71). In
fact, only 22 percent of the majority-white block groups experienced
above the average rate of foreclosures, whereas 40 percent of major-
ity-black block groups experienced an above average rate of foreclo-
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sures. In short, majority-white block groups were not as negatively
affected as the majority-black groups. Again, a thorough investiga-
tion must await the results of the mortgagor and purchaser sur-
veys.

When foreclosures are separated by date of foreclosure into two
groups (1985–87 and 1988–90), one sees an interesting transition in
majority-black block groups. The pre-1988 foreclosures dispropor-
tionately affected upper-middle-, middle-, and low-income solidly
black block groups and lower-middle-income majority-black block
groups.The 1988-and-after foreclosures maintained this tendency
but expanded it to include the affluent solidly black block groups
while decreasing its effects in the low-income solidly black block
groups.

Further research is needed to explain this progression, but it is con-
sistent with the theoretical discussion and the employment trend
data in that a general recession (pre-1988 trend) will likely dispro-
portionately affect individuals with less secure employment (lower-
skilled minority jobs) while a specific sectoral decline will also tar-
get that sector’s employment base (post-1987, professional oil
employees). On the other hand, it might be reasonably hypothesized
that this trend is related to how long individuals can maintain
mortgaged property during periods of un- and underemployment.
Low-skilled minority employees would likely have fewer saved re-
sources to maintain the mortgaged property than middle-class
whites. Thus, as the recession deepened into a prominent sectoral
decline, saved resources were depleted and more and more individ-
uals went into foreclosure procedures. Further analysis of the exist-
ing data and the mortgagor interview data may help resolve these
competing hypotheses.

Spatial interpretation

Although we must await a more rigorous quantitative analysis of
the spatial patterns of foreclosures to have confidence in the find-
ings, reporting some obvious spatial relations will help us under-
stand the effect of foreclosures on New Orleans’ neighborhoods.
First, figures 3 and 4 demonstrate clearly that foreclosures occurred
predominantly in 1980 majority-black neighborhoods or in neigh-
borhoods that were in transition to majority-black during the 1980s
and earlier (see Spain 1979). This is particularly demonstrable in
New Orleans east (the northeast sector of the maps) and the west
bank (the southeast sector of the map). Figures 5 through 10 fur-
ther demonstrate that New Orleans east has transformed from an
upper-middle-class white area to a middle- and lower-middle-class
black area. The conventional wisdom is that this transformation is


