PROPERTY VALUES: ACCOUNTING FOR RACIAL
VALORIZATION AND STIGMATIZATION IN DEVELOPMENT

By: Audrey G. McFarlane®

My talk was originally intended to focus on wealth inequality and how it
affects equitable development and represented my effort to get away from race and
focus on wealth. Of course, it is not really possible to get away from race when
talking about wealth. In light of where the current public conversation has been
going in terms of race, it seems like it is on a trajectory that it may be the case that
one day my talk will be prohibited because it uses certain terms that are currently
being prohibited. Thus, it occurred to me that it would be important to talk very
specifically at this conference about the future of cities, about how and why race
matters in development, and to do it in a way that is different than how we normally
talk about race.

The vast majority of us talk about race in terms of individual bad actors
making bad decisions based on a corollary assumption that colorblindness is the
ultimate goal. Thus, talking about race violates these assumptions that we should not
see race nor acknowledge anything that we in fact may actually be noticing. Despite
our actual perceptions about race, we pretend we can just avoid reality altogether.
So, what I would like to do is to explain or talk about race, not in an individual
context as an individual bad actor with a bad state of mind, which is pretty much
how our law focuses on it, but to talk about how race has intersected with how we
have organized this country, how we have conducted development, and how we have
constructed property rights. What I would like us to focus on is something more than
just the individual state of mind. This is not about identifying bad actors or bad
people making bad decisions. Rather, this presentation’s purpose is to acknowledge
consistent patterns that have been with us since we came up with this imaginary idea
of something called “race.”

Race is imaginary. It is a concept to which we have ascribed social
meaning, and we have attributed certain characteristics based on how someone
appears. But this attribution is actually imaginary: it is socially constructed through
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social and legal practices.! It is very real, however, to the extent that these
imaginations have real impacts and have shaped how we think about problems, how
we construct what goods and services we provide for members of our society, and
how we think about resolving conflicts. So, in order to think about race beyond the
individual and beyond the imaginary, think systematically. Think about patterns and
every time I mention something that seems destructive or disadvantageous, consider
the advantages provided by those same actions.

To begin, when we think about race and racial inequality, we have a fairly
massive wealth gap between the typical Black family whose net worth is about
$17,000, and the typical White family whose net worth is about $171,000 dollars.>
Of course, these numbers vary in terms of individual real-world experiences as
people fall in different places along these lines, but overall, there is a large wealth
gap between Black and White families.® This wealth gap has been so consistent that
many of us just think it is kind of natural, that it is a reflection of individual efforts,
commitment, and doing the right things versus doing the wrong things.

Critical race theory is one of those terms that has been recently bandied
about irresponsibly in the media. It has been vilified and so I thought I would explain
what exactly critical race theory is.* Critical race theory is a collection of insights by
legal scholars that then spread to other disciplines to look at what exactly racism is
and how it manifests in legal doctrine and practices.’ Racism is something that is
deeply embedded in our consciousness, in our institutions, and in our systems. It is
not necessarily an aberration; it is actually kind of a consistent, purposeful tool. It is
important to speak up about different perspectives and about the way that we view
how resources are distributed in society. It is also a critique of liberalism—
specifically economic liberalism—in the sense that it questions the belief that
creating markets, systems, and practices that are colorblind and neutral will suffice,
and that any correction to existing disparities must occur incrementally and
gradually.® So, there is a critique of the concept of meritocracy, in the sense that
there is more to what we measure in terms of merit than we typically pay attention
to. There is also some scholarship about the concept of whiteness and how that has
been protected in law as a property right to the extent that it provides tangible and
material benefits.” There is a bit of a cynical perspective which says that if you are
trying to achieve racial justice, those efforts will cease if it is perceived that the
interests of Whites are placed, or perceived to be placed, in danger. So critical race
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theory is a way of saying let’s look beyond our practices and look beneath them—
look more deeply.

Derek Bell was, really, the creator of critical race theory.® I just summarize
here some of his observations and insights about how it requires an interest
conversion between the interests of Whites in society at large in order for Blacks to
obtain advancement in their interests. He cites to the Emancipation Proclamation
and the Civil War Amendments—the Thirteenth, Fourteenth, and Fifteenth
amendments—coinciding with a way of saving the Union from the strife of the Civil
War.® Similarly, Brown v. Board of Education is, he argues, a reflection of, or an
outcome of, the Cold War and how it was important to the United States to present
to the world, and in particular, the communist nations, that the capitalist approach
could be fair and equitable.!'® So, Bell noted these convergences exist whenever we
see racial progress. But he argues that interest convergence does not work to the
extent that Black interests are perceived as being advanced to the disadvantage of
White interests.!! One of the key observations and the most compelling yet
controversial of Professor Bell’s statements is his point that racism is permanent. '?
People have found that a very despairing thing. But he says we need to acknowledge
that racism is permanent in order to realistically think about how to strategize around
some of its negative effects.'?

Another observation about race and development is the concept of racial
capitalism. Racial capitalism is based on an observation by Cedric Robinson, who
said that capitalism is actually based on needing a difference between people in order
to make a profit.'* Capitalism relies upon a difference in knowledge. It relies upon
a difference in economic situation. Robinson argued that those differences were first
practiced in Europe on other Europeans. '3 Perhaps the English versus the Irish would
be an example of behavior where one group of people treats another group
differently in order to gain economic advantage.' Robinson argued that this
hierarchical economic structure is where race was born to create a venalized,
exploitable group versus a venerated group.'” Racial capitalism is the notion that we
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need to have this gap, and we need to have this difference, and race is what we use
to produce and maintain that gap and difference.!®

I did research on slavery, and I am currently writing about race and its
influence on property. I will admit I did not know that something like our estates in
land and future interests, our life estates, things where co-owners today can bring
actions for waste—all of those property doctrines were used on enslaved people who
were held as chattel property.!® In one waste case, for example, someone purchased
a widow’s life estate in a slave and allowed the enslaved person to be independent,
to go out and work and keep the money they earned.? The children who held the
remainder interest to the life estate were unhappy about this and were able to sue
successfully that such independence constituted waste because the life estate holder
failed to subordinate and oppress the slave to ensure that all enslaved persons
understood that they held second degree, subjugated status.?!

I mentioned slavery as the origin of the use of the terms “Black” and
“White.”?> We used Black and White as concepts to distinguish who suffers from
oppression, who is rewarded with liberation, and who should have agency. We
continued that system until we had a conflagration, the Civil War, and we abandoned
it because there was great discord in society over the institution of slavery. Then we
had a period of reconstruction, which did not last very long. It lasted about eleven
years. After that, we had a period of Jim Crow for nearly one hundred more years.?’
I wonder if we are now on the cusp of the end of what I would say is our second
reconstruction brought on by the Civil Rights Acts of the 1960s. We also
reinvigorated statutes that had been originally passed in the 1860s. We set about on
a liberation, and it seems to me that our challenge right now is whether the gains
made by Blacks is something that we will denigrate by calling it “DEI” That is just
a question to keep in mind.

After slavery, we have a history of formerly enslaved people, now mobile,
free to move, free to work, free to support themselves, not given any assistance to
transition from their enslaved state to their free state. Our efforts have been, with
respect to development, focused on containing the movement of these people.
Starting in the 20th century, we see various iterations of efforts made to what I call
“racializing space,” which is to designate where people should live based on their
racial identity. The result of it is, for example, Baltimore’s redlining map. What we
have ended up with is a system where we have concentrated poverty in many urban
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places and concentrated affluence. We usually talk about concentrated poverty; we
do not really talk about concentrated affluence.?*

Baltimore was the site of the first racial zoning ordinance in 1910. The city
used its police powers, powers that are analogous to saying its policy powers, to
designate who could live in which city blocks.?’ Why did they do this? Because there
was a Black lawyer who moved into an area that was perceived to be upscale and
White, and the city wanted a way to prohibit that kind of movement.2® At the time,
the city’s actions in passing this ordinance were considered so extraordinary it
caused the New York Times to send a reporter down in Baltimore to see what was
going on there.?” The resulting news story is very interesting as to how all the players
talked about what this racial zoning ordinance meant to them.?® George McMechen,
the Black lawyer whose move into a white, upscale neighborhood prompted the
agitation for and passage of the racial zoning legislation highlighted that his intention
was not to force social integration but to seek more comfortable living conditions.?
McMechen also pointed out that Blacks were paying higher rents than the previous
White occupants, challenging the White residents’ fears that the presence of Black
residents would devalue White properties.3°

Racial zoning was declared unconstitutional using Louisville’s racial
summing ordinance in a case called Buchanan v. Warley.’! After Buchanan was
adopted, Baltimore, St. Louis, and other cities that had these racial zoning ordinances
quickly met to form committees for segregation and come up with ways that they
could continue to enforce segregation.’? Before Buchanan, but certainly after and
since 1917, we started using our land ownership system to adopt racially restrictive
covenants in our land and in our deeds.*> They were adopted all over the United
States, everywhere from Seattle, Chicago, Austin, and who would be prohibited
would be based on who was the local out group in the particular community.3* I have
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an example of a covenant that included Armenians, Jews, Hebrews, Persians, and
Syrians.?® The list of who would be excluded would vary. Consistent, however, is
every one of these racially restrictive covenants would include Blacks.

Redlining. [Posing a question to the audience.] Would anyone be willing to
admit they do not know what redlining is? During the Great Depression, we had
millions of foreclosures, and the government got involved in creating something
radical. That radical new type of loan was the thirty-year fixed interest loan.¢ It was
radical because if I asked you to borrow money, would you give me thirty years to
pay you back? The redlining maps were the federal government’s way of assuring,
first, that they were going to insure the mortgages, but also that those mortgages
would be safe.’” Racial concepts of the time were used to define what was a safe
neighborhood and what was safe was racial homogeneity. The federal government
felt that racial mixing of any kind was unstable and would not contribute to high
property values. These residential security maps were drafted and created for every
city and place in the United States as a way of guiding underwriting decisions.® It
is these originally redlined areas that manifest problems in cities today like low
property values, high infant mortality, and higher crime rates. But what we do not
often talk about are, well, what about the greenlined areas? The greenlined areas
received an incredible benefit under this system. They received the benefit of cheap
financing to purchase homes, and the cheap financing was predicated on race. The
fact that it was predicated on race meant that access to home ownership was given
to lower income working class people based on race. Today’s kind of upper income
trend toward White people was created using this system by giving exclusive access
to home ownership. This example of redlining and home financing highlights the
importance of looking not only at discriminatory practices but also at the benefits
resulting from such practices.

There are also many indirect practices that accompanied redlining.>
Professor Bratspies’s specialty in environmental justice exists largely because
zoning, which is a legal system of land regulation, was allowed to repeatedly locate
toxic uses near Black neighborhoods.*’ Where we decided to build highways was
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based on race.*! Where and how we decided to build public housing was based on
race.* How we decided to locate schools, parks, and other public facilities was based
on race.** How we designated places as slums to be torn down was based on race.**

To give you a small example from Baltimore, there was actually a mixed
neighborhood because, before this intervention, there was mixing in
neighborhoods.* The mixed neighborhood had been considered a problem by the
local government and so the city used federal urban renewal funds to tear down the
mixed neighborhood, build homes, designate them for White residents, and then the
public housing that was built was designated for Blacks.*® This chart here shows
Baltimore’s efforts to address a very significant problem of vacant and abandoned
housing.*” If you look at which areas received an “A” rating—and thus were more
likely to receive the city’s attention and funding—those are the areas that were
“greenlined.”*® By contrast, the areas marked in peach tones, which are harder to
distinguish on the map, tend to be located toward the center of the city and have been
described in the work of a local researcher, Lawrence Brown, as the “Black
Butterfly.”*® This “Black Butterfly” is the area where the city has said those are the
areas that we cannot focus on right away because market conditions will not allow
it, even though the market was created by or influenced by racial decisions earlier.>

Earlier, I mentioned concentrated affluence and racially concentrated
poverty. We are focused on the concentrated poverty, but less so on the concentrated
affluence. As we are experiencing significant gentrification in certain areas, which
is accompanied by displacement and transition, we end up with concentrated
affluence in many places where it just was not considered possible, but the
concentrated poverty is still something that continues as a problem. In fact, there
have been many studies done on gentrification.>' There was a study done in Chicago
that showed that it was not necessarily any investments or amenities that determined
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where gentrification would happen.> It was literally the presence of White people
moving into the area, which was used as the marker to interpret whether or not an
area is worthy of investment,> worthy of building, worthy of getting that first
Starbucks, the Whole Foods and not the Dollar General or the Save-a-Lot, which are
some of the grocery stores in Baltimore.

On that topic, I want to mention how the market decides where everything
goes. Why does one area get a Nordstrom, and another area gets a Dollar General?
It is based on something called “Geodemographic Profiling.”>* This method of
spatial analysis uses ZIP Codes and other data as ways to measure the economic
wealth in the community, the racial identity of the community, and data to create a
demographic assessment of what types of development should take place.> You can
see the names for the different labels that different areas get if you go to the Claritas
PRIZM website and type in your ZIP code to see what your classification is.>® Under
the Geodemographic Profiling, they use these assessments to determine where to
make investments.

Another way in which race shaped development and segregation was also
this phenomenon of something called sundown towns, which were areas that
declared that Blacks, Latinos, or Native Americans, but typically Blacks, needed to
be out of their towns by sundown.’” These were racially hostile places that
maintained themselves as all White.>® The data on this slide is from Illinois.> There
is a website where you can also look and see where these sundown towns were.®
They are harder to identify because some of them had signs that said it explicitly,
but many of them did not.®! The author, James Lowen, used different demographic
ways of assessing which areas were likely sundown towns. %
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One manifestation of all of this racial decision-making has been in property
values and in particular, how subjective property values are. It turns out that there is
a dual problem. The first part of the problem is the undervaluing of black-owned
properties when it comes to assessments, if you are either trying to sell or trying to
refinance.%® There have recently been quite a number of stories in the media of
appraisals that grossly undervalued the properties.®* There is the case of Nathan
Connolly, a professor at Johns Hopkins in Baltimore, who called an appraiser and
got a value that was several hundreds of thousands of dollars below what he knew
was the prevailing price in the neighborhood, the fair market value.®® So, the
Connollys concealed their identity as Black people, took away all their photos, any
indicia of their racial identity, got a White colleague to stand in for them and the
property values shot up by more than $200,000.¢ This undervaluation happens quite
frequently and there is a lot of work being done on property appraisals to look at
how those original redlining maps and that decision-making are still being
manifested in discretionary aspects of property appraisal. When a property appraiser
comes to a parcel and sees who the owner is, how does that affect their property
value assessment? On the flip side, there is the second part of the problem regarding
property tax appraisals.®” Somehow, those appraisals are overvalued meaning that
properties owned by Blacks are over-assessed. There have been some studies done
about what the causes of this are. A number of authors argue that Blacks do not
challenge or do not win property assessments as often and so there is work to be
done on that.®
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I wanted to close by talking about Sex and the City, which was a great TV
show in the early 2000s. There was a scene that stuck in my mind. In this scene,
Miranda was looking for an apartment for herself and her son somewhere in lower
Manbhattan, in an area that was formerly Ukrainian, and, in the midst of the crowd,
Miranda saw a White guy with a baby heading toward a building. As she herself was
looking for a suitable vacancy, Miranda declared, “wherever he’s going, that’s where
we need to be.””? If we look at this scene using the individualistic approach, we
would say, oh, she should not have done that. She should not have noticed that he
was White and made that the basis of her decision. Whereas, if we look at it on a
more structural level, we would say she was actually making a correct assessment
that there was racial change happening in the neighborhood and that she could use
his identity as the guideline of where she would feel safe or comfortable.”! And if
she, the individual apartment or condo seeker uses this as a guideline, how do
landlords decide who to rent to or to evict? How do developers decide what types of
buildings to build and where to locate them? How do cities decide which areas to
rezone, which projects to greenlight and which to ignore? So, it is this notion that
race in development has created consistent patterns of racial stigmatization and
valorization. It reflects the stigmatization of Blacks and affects how property
decisions are made either directly or indirectly. It also reflects how whiteness is
valorized which affects decision making directly.

I will close with Toni Morrison, who has argued that both whiteness and
blackness have served as a social glue.” The concepts provide an identifying
indication of how to make distinctions. It is a unifying force creating insider and
outsider sets of identities. That means that it is wholly consistent that when new
immigrants come to the United States, they quickly assess where on that whiteness
or blackness divide they would like to fall which thus replicates the dynamic. That
means that none of the work that we do with respect to cities can ignore this history.
Race is consistently, persistently, and purposefully pursued as a basis of decision-
making. It is embedded in our geography and the ways that we do things. Our
challenge is to keep aware of this and use it to inform all of our policies and to think
through all of our policies in terms of what we think people are entitled to, what we
think makes a good community, and what trade-offs we may need to make from
what seems ideal to ensure that it is actually, at the very least, inclusive. Repairing
some of what race has been used to do would be wonderful. But at the very least,
ensuring that it does not persist going forward in shaping our cities of the future is
also important, so thank you.
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