CHAPTER SIX

REDLINING IN PHILADELPHIA

Amy Hillier

N the spring of 1933, with hundreds August 1933 and June 1936, the agency pro-

of homeowners facing foreclosures vided one million households across the

each day, President Franklin Roosevelt country with new, low-interest, fifteen-year
called on Congress to provide emergency mortgages. Eight out of ten were able to save
assistance. ~ T he broad interests of the their homes and repay the agency in full.
Nation,” Roosevelt said, “require that [n 1935, having made most of the loans it
special safeguards should be thrown would make, the Home Owners’ Loan Cor-
around home ownership as a guaranty of poration and the Federal Home Loan Bank
social and economic stability.”! Congress Board, its parent organization, developed
responded by creating the Home Owners’ the City Survey Program to investigate
Loan Corporation just two months later. economic conditions, real estate trends,
The agency helped homeowners and pri- and racial and ethnic residential patterns
vate mortgage lenders alike by exchanging in the nation’s largest cities. Board mem-
government bonds for defaulted mort- bers hoped that the survey would help

gages on moderate-value homes. Between them decide how to collect on the million
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outstanding loans, how to manage the sale
of properties whose owners had defaulted

on their new mortgages, and how to shore
up the savings and loan industry by deter-
mining which lenders and communities

needed federal support. Staff of the Home
Owners' Loan Corporation, together with

local realtors, lenders, and appraisers, gener-

ated written reports, detailed area descrip-
tions, and color-coded “residential security”
maps that indicated levels of risk to

real estate investors for neighborhoods in
239 cities (figure 1).

The board established national standards
for grading residential areas and distribured
an explanation of its standards to field
staff across the country. In assigning
areas a grade, field staff members were
expected to consider demand for housing;
homeownership rate; age and type of hous-
ing; social status of residents; adequacy of
public utilities; access to schools, churches,
businesses, and transportation; and pres-
ence of race-restrictive covenants aimed at
maintaining homogeneity. First-grade areas,
referred to as “A” or “best” and colored
green, were expected to be racially and eth-
nically homogeneous and to have room
for new residential growth. Second-grade
or “B” areas, colored blue, were completely
developed but were “still desirable.” Third-
grade or “C” areas, colored yellow, were
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“declining” and subject to “inhltration of a
lower gr:dc population.” Fourth-grade or
“D” areas were considered “hazardous™ and

colored red. They had lower homeowner-
ship rates, poor housing conditions, and an
“undesirable population or an infltration of
it,” referring largely to the presence of Jews
and African Americans.

In the late 1970s, while conducting
rescarch for Crabgrass Frontier, urban histo-
rian Kenneth Jackson discovered the security
maps in the archival records of the Federal
Home Loan Bank Board. Jackson observed
that red-colored areas in several cities cor-
responded with areas that had experienced
massive disinvestment in the forty years
since the maps were created. He argued
that the Home Owners’ Loan Corporation
had caused redlining by sharing its maps
with the Federal Housing Administrarion
and private lenders who, in turn, avoided
dxmdmunﬂlcnups.szrchmhaw
traced the practice of mortgage discrimina-
uunbacl:maxlast the 1910s, but the word
“redlining” was not used until the late 1960s,
when community organizers in Chicago
began identifying mortgage lenders and pro-
viders of homeowner insurance that drew
red lines on maps around areas they refused
to service.? There were few protections
against redlining before the Fair Housing
Act of 1968 outlawed discrimination at any
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Ficure 1. RESIDENTIAL SECURITY
MAP FOR PHILADELPHIA, 1937
LLOCAL REAL ESTATE AGENTS, APPRAILS-
ERS, AND LENDERS WORKED WITH
STAFF FROM THE Home OwNERs
Loax CORPORATION TO CREATE THIS
SECURITY MAP FOR PHILADELPHIA.
THE GRADES CORRESPONDED TO THEIR
PERCEPTION OF REAL ESTATE PROS-
PECTS, WITH RED BEING RESERVED FOR
HAZARDOUS AREAS. RECORDS OF THF
Feperal Home Loax Bank Boarp,
Recorp Grour 95, Box =1, NaTional
ARCHIVES AT CorreGe Park, ColLEGE
Park, MARYLAND.
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stage in the home-buying process and the
Home Mortgage Discrimination Act of 1975
mandated that certain financial institutions
provide information about their lending
practices. Jackson was the first to connect
the maps created by the Home Owners’
Loan Corporation with an old practice that
was generating new attention at the time of
his rescarch.

In their subsequent efforts to explain the
decline of central cities, urban researchers
have elevated Jackson's redlining hypothesis
to the status of fact while introducing little
new evidence to support it. Writing about
Gary, Indiana, Raymond Mohl and Neil
Betten argued that the HOLC had a “perni-
cious impact” on segregation. I'hey wrote
that “The impact of the HOLC in Gary . ..
was to consign the city’s black sections, as
well as adjacent white sections, to a future
of physical decay and increased racial seg-
regation.” Lizabeth Cohen explained that
in Chicago, “Faced with fewer alternatives
after the depression to the big banks that
respected these ratings, workers became vic-
timized for years by a ‘redlining’ that origi-
nated with these HOLC classifications.”
Thomas Sugrue stated that the HOLC's
residential security maps were the “primary
sources used by brokers and lenders to
determine eligibility for mortgages and

home loans.” People living in areas given
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“C” or “D" grades were “unlikely to qualify
for mortgages and home loans. Builders
and developers, likewise, could expect lirtle
or no financial backing if they chose to
build in such risky neighborhoods.™

Writing about Charlotte, North Caro-
lina, Thomas Hanchett argued that the
HOLC survey caused disinvestment in
low-income, mixed-use, and black arcas
and thart it influenced decisions about lend
ing in undeveloped areas. He focused on
the agency’s role in institutionalizing the
already existing practice of redlining, a dis-
tinction thar Jackson also made. Hanchent
argued that “The HOLC's work served 1o
solidify practices that had previously only
existed informally,” wiping out the “fuzzi-
ness that existed when lenders determined
creditworthiness on their own. “The hand-
somely printed map with its sharp-edged
boundaries made the practice of deciding
credit risk on the basis of neighborhood
seem objective and put the weight of the
U.S. government behind it."3

Rather than testing Jackson's theory that
the Home Owners' Loan Corporation
caused redlining, urban historians have
endorsed and even embellished his account,
extending his conclusions to a number of
cities. I used GIS in conjunction with
archival research to investigate the effect of

the residential security maps on lending in
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Philadelphia. Specifically, I used GIS to see
where the Home Owners’ Loan Corpora-
gon made its own mortgages, to under-
stand how feld agents assigned grades to
Philadelphia’s neighborhoods, and to deter-
mine if those grades affected private mort-
gage lending.

Home Owners' Loan Corporation
records show that it made the majority of
its loans in Philadelphia before the first secu-
rity map of the city was drafted in 1935.
So staff members could not have used the

to decide where to make loans.
But analyzing the location of the agency’s
loans relative to the grades still allows for
an assessment of its intent to provide assis-
tance across racial and income groups. From
agency loan summaries we know that in Chi-
cago, Memphis, and Newark, 60 percent

or more of its loans were made to areas
it later gave third-grade (yellow) or fourth-
grade (red) ratings. Since no summaries are
available for Philadelphia, I collected and
data on individual loans there.
To map the location of loans using
GIS, 1 digitized the final, 1937 version
of the security map for Philadelphia and
then geocoded a list of addresses where the
agency made loans. Digitizing the security
map was the more difficult of these rasks,
although it was made easicr by modifying
a digiral basemap rather than starting
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from scratch. The ditterent colored areas
on the security maps did not correspond
to any political or administrative boundar-
s, so wards or census tract maps from
the 1930s could not be used as basemaps.
But the areas did correspond to streets,
so I digitally combined census blocks to
create the larger areas shown on the secu-
rity maps (figure 2).9

I then collected and geocoded the
addresses for a random sample of three
hundred loans that the agency made in
Philadelphia. The security grade for the
location of each mortgage was determined
by joining the geocoded addresses and
the digitized security map.” Results indi-
cate that the attention the agency paid 1o
areas it later deemed hazardous or declin-
ing was even greater in Philadelphia than
in other cities.

Security grade Loans Percent of sample
First (green) 5 1.7%
Second ( blue) 46 15.3%
Third (yeliow) 63 21.0%
Fourth (red) 186 62.0%

Clearly, the agency did not refuse to
make loans to homeowners in neighbor-
hoods it deemed hazardous (figure 3).

Jackson and several other researchers have

acknowledged this fact, but others have

FIGURE 2

(NCE SELECTED DIGITALLY, THE
BOUNDARIES OF THE BLOCKS WITHIN
THIS BLUE (SECOND-GRADE OR “B”)
AREA WERE DISSOLVED TO CREATE
(“prcimize”) ArRea B-19. Using an
EXISTING DIGITAL BASEMAP MADE
DIGITIZING THE RESIDENTIAL SECURITY
MAP SIMPLER AND MORE ACCURATE.



Ficure 3. Home Owners' Loan
CORPORATION LOANS IN
Pricaperrna

MdI'I‘IH{i THE LOCATIONS OF A SAMPLE
OF LODANS MADE IN I'HII.AI'IF.I.FHL'R
SHOWS THAT THE AGENCY PRIWIDED A
IMSPROPORTIONATE AMOUNT OF ASSIS-
TANCE TO NEIGHBORHOODS 1T DEEMED
HAZARDOUS ON THE SECURITY MAPS,
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failed to distinguish between the loans
that the Home Owners’ Loan Corporation
made and the lending record of public and
private lenders who might have had access
to the security maps when they made deci-
sions about loans. An argument that the
Home Owners' Loan Corporation encour-
aged redlining must, therefore, focus on its
later activities and the effect its maps had
on subsequent lenders.

The Federal Home Loan Bank Board's
materials were explicit about the basis for
the security map grades, but the board left it
up to the agency's staff and the real estate
consultants to decide how to integrate and
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Wtight all of the different factors in order 0

assign cach area a single grade. Of particular

interest is the role of race in determining the
map grade. Redlining generally refers 1o race-
based lending discrimination, so

whether race was a significant factor in deter-
mining the grade should tell us whether the

Home Owners’ Loan Corporation uttuﬁi

redlining,

Between 1935 and 1937, the Home Owners'
Loan Corporation created three different
drafts of the security map for Philadelphia
(figure 4). Changes from version to version
show how staff refined their grading tech-
niques. For example, later maps remove

HOLC loans

HOLC residential security map
best
still desirable
dechning
hazardous
industrial/commercial

~ ungraded
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FIGURE 4. SUCCESSIVE DRAFTS OF THE SECURITY MAP FOR PHILADELPHIA, 193§-1937
THE FIRST DRAFT MAP, DRAWN IN 1935 (TOP), OFFERED THE MOST ENCOURAGING PICTURE OF REAL ESTATE PROSPECTS IN PHitapeLrsia, Firry-rouvn

PERCENT OF THE TOTAL APPRAISED AREA WAS CODED GREEN (BEST) WHILE 18 PERCENT WAS CODED RED (HAZARDOUS). IN 1936 (LOWER LEFT), CONDITIONS
HAD CHANGED LITTLE, BUT THE AGENCY ASSESSED ONLY 13 PERCENT OF REAL ESTATE IN THE “BEST CATEGORY AND RED AREAS JUMPED TO 31 PERCENT, [ HE
GLOOM DEEPENED IN THE 1937 MAP (LOWER RIGHT), WHICH CODED 34 PERCENT OF THE CITY'S REAL ESTATE "HAZARDOUS AND ONLY 8 PERCENT “BEST.”




FIGURE 5. ASSIGNING A GRADE TO
EACH TRACT

T HE AREAS DEFINED ON THE RESIDEN-
TIAL SECURITY MAPS DID NOT CORRE-
SPOND TO CENSUS TRACT BOUNDARIES,
IN ORDER TO ASSIGN A GRADE TO EACH
CENSUS TRACT, THE PROPORTION OF
THE TRACT COVERED BY FACH GRADE
WAS CALCULATED AND MULTIPLIED BY
THE GRADE. IN THIS EXAMPLE, (0.25 X 4)
+ (0,40 X 3) + (0,45 X 2) = 2.9, SO THIS
TRACT WAS ASSIGNED A GRADE OF 1.9,
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grades from major parks, industrial and
commercial corridors, and undeveloped land.
They also demonstrate how the agency’s per-
ception of real estate prospects evolved in
those three years. For although Philadelphia’s
housing and economic conditions changed
very litte, each successive map provided a
gloomier picture of the city’s real estare.
T'he City Survey Program reflected a
larger shift in focus within the real estate and
appraisal industries, from how creditworthy
the property and borrowers were to how
risky the neighborhood was, This change
was partly intended to protect lenders
against the kinds of losses they suffered
during the Depression. It also reflected the
influence of the ecological theory promoted

by the Chicago School’s Robert Park, Ernest
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Burgess, and Homer Hoyt, among others,
This theory held that neighborhoods natu-
rally decline as some residents move to
flind more suitable habitats. In this view, Afr :
can Americans, Jews, and certain uumw.
groups were seen as invaders, warning signs
that neighborhoods had reached the last
phase of their decline.® As lung—tcrm. nﬂ-
Amortizing mo became more g 3
lenders were increasingly cnnc:med |
making loans in neighborhoods whu'l'.:
decline seemed imminent or under way.
To understand the influence of tcolc’-
ical theory on Philadelphia’s residential
security map and, more specifically, o
determine the effect of race, housing :Ill-
ditions, and location on the final
grade that areas received, | assigned each
census tract a HOLC grade based on the
proportionate area of the tract covered by
cach grade (figure 5). It would be virtua
impossible to calculate this as precisely
withour GIS software, which can automat:
ically measure distance and area. Using
tract-level data on property and rmdm
from the 1934 Works Progres |
rion’s Real Property Survey and the lga ‘
U.S. Population Census, I confirmed tl
areas with more African Americans nnd
more recent immigrants received
grades from HOLC staff, controlling
for housing conditions, housing values,
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homeownership rate, and the location of
the neighborhood within the ciry.?

The final question to ask about the
Home Owners' Loan Corporation is
whether the grades on the agency’s security
maps influenced where private lenders
made their mortgages. This, rather than
the agency's own lending record, was the
basis for Jackson's charge that it caused
redlining. Only it lenders avoided making
loans on properties in areas marked red
on the security maps or made loans with
worse terms (such as higher interest rates or
lower loan-to-value ratios) could the maps
be said to have caused redlining. In order
to test the redlining theory, then, I ana-
lyzed a sample of mortgage transactions
in Philadelphia involving private lenders
between 1937 and 1950 to see what effect
the grades had on their lending parterns.

| collected information abour a sample of
loans (including a random citywide sample
as well as all the loans made in four small
arcas) from the Philadelphia Realty Dirvectory
and Service, an annual listing of mortgage
transactions published between 1926 and
1959 (figures 6, 7). 1 geocoded the sample
properties, assigned them the appropriate
security grade, and calculated the distance
of each property from the boundary of
a red arca. Results show that neither the
security grade nor the property’s proximiry
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to a red area explain differences in the total
number of loans it received or in the loan-
to-value ratio, Mortgages made in areas with
worse grades and closer to red areas did have
slightly higher interest rates. These higher
interest rates probably reflected widespread
knowledge of where racial minorities lived
rather than access and adherence to the
Home Owners’ Loan Corporation grading
scheme.

This empirical analysis indicares thar
urban researchers have overstated the sig-
nihicance of the security maps on lending,
particularly by arguing thar private lend-
ers categorically refused to make loans in
arcas colored red. The arcas considered
most hazardous by the agency probably
did suffer from disinvestment over the next
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THIS DIRECTORY LISTED ALL REAL
ESTATE TRANSACTIONS IN PHILADEL-
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INVOILVED A MORTGAGE, ORGANIZED BRY
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several decades, as Jackson noted. Bur disin- have appreciated, in part because the Home

vestment happened independently of the Owners' Loan Corporation was neither the
HOLCs security maps. Rather than causing only nor the first lending organization
redlining, the maps reflected the conditions to make maps with symbolic red lines.
in Philadelphia’s neighborhoods in the 1930s The Federal Housing Administration (FHA),
as well as the dominant arirudes and meth- created in 1934 to protect mortgage lenders
ods of the real estate and appraisal industries, against the risk of foreclosure, started collect-
Redlining during the middle decades ing quantitative data and making maps a year
of the twentieth century was a more before the Home Owners” Loan Corporation

complicated process than many historians initiated its City Survey program (figure 8.

E THE COINCIDENCE OF FACTORS INDICATIVE OF POOR HOUSING
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FiGure 7. RANDOM CITYWIDE SAMPLE OF MORTGAGES MADE BY Ficure 8. FHA overiay map
PRIVATE LENDERS IN PHILADELPHIA, 1937-1950 Tue FHA incLupen THis MAP 1N THE STRUCTURE AND GROWTH OF
UsinG tie Prnaperrmia Reacry DIRECTORY AND SERVICE, A RANDOM ResipENTIAL NEIGHBORHOODS 1IN AMERICAN Cr11Es IN 1939, THE MAP
SAMPLE OF PROPERTIES WAS SELECTED. PROPERTIES IN THE CENTRAL PART USED A SERIES OF TRANSPARENT OVERLAYS TO REPRESENT MAP LAYERS IN
OF THE CITY, MOST OF WHICH WAS COLORED RED, MADE UP THE MAJOR- ORDER 1O DETERMINE THE SPATIAL CONCENTRATION OF UNDESIRABLE
ITY OF THIS SAMPLE, [DATA WAS COLLECTED ON ALL OF THE TRANSACTIONS HOUSING AND DEMOGRAPHIC CHARACTERISTICS,

AT EACH OF THESE FIVE HUNDRED PROPERTIES AND ANALYZED IN CON-
JUNCTION WITH THE 1937 VERSION O THE HOLC's map.



= Chapter 6 = Redlining in Philadelphia

The FHA created and shared detailed maps
showing racial composition and lluuning Con-
ditions in cities across the country. It also

promoted its own standards for appraising
neighborhood risk levels by requiring thar
private lenders follow them in order to recetve
tederal mortgage insurance,

The FHA, like the Federal Home Loan

Bank Board, also 1.'m.'nur.lgt*d private lenders
to make their own maps, although private
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lenders probably did not need any encour-
agement. The former chief appraiser for
the Metropolitan Life Insurance Company
in Philadelphia, J. M. Brewer, created a
map of the city that caregorized neighbor-
hoods according to class and showed where
lews, ltalians, and “Colored” people lived
(figure 9). He did this a year before the
Home Owners' Loan C .nrpnr.ltmll created
its first security map for Philadelphia—and

FiGure 9. LEGEND OF |. M.
Brewer's MaP oF PHiLADELPHIA
BREWER CONDUCTED HIS DETAILED
BLOCK-LEVEL SURVEY IN 1914, BEFORS
IHE START OF THE CITy Survey Pro-
GRAM. BREWER LATER SERVED AS MAP
CONSULTANT 1O THE HOoMe OwNERs'
Loan Corroration. Mar CoLpec
NoON, FrREE Lisrary oF PHitapesrina

PrHiLADELPHIA, PENNSYIVANIA

it Le @ Jor maps ta the
JMBREWER SURVEY of PHILA.
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Figure 10, Secunriry-First
NarioNnalL Bank or Los ANGELES
REAL ESTATE MAD

'me FHA PRINTED THIS BLACK-AND
WHITE VERSION IN IT§ JOURNAL, INSURED

MortGaGe PORTROLIO, IN 1938,
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he later served as a map consultant to Ihr
agency. The Security-First National Bank
of Los Angeles also had an active research
staft that produced a map of Los Angeles
neighborhoods displaying hve residential cat
egories that borrowed the language of eco-
logical theory: subdivision, growth, maturity,
decline, or decadence (figure 10). Although
the bank created this map after the Home
Owners' Loan Corporation started its maps
in Los Angeles, the Security-First classif
cation system was different enough to indi-
cate that it was made separately. While

the Philadelphia and Los Angeles maps cre-
ated by private organizations used different
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colors and categories, they assumed a racial
and ecological conception of neighborhood
change just as the Home Owners' Loan Cot-
poration’s security maps and FHAs under-
writng, guith‘“mr.\ did.

GIS helps one see the spatial patterns thas
constituted redlining. It brings a precision o
the analysis that many previous studies have
lacked. As researchers discover more maps
that lenders created and examine mortgage
]L'miillg patterns in other cities, GIS offers
them a valuable complement to traditional
archival rescarch for understanding where
lenders made loans and how they decided
where to lend.
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