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Gated Communities and House Prices:
Suburban Change in Southern California, 1980D2008.

Abstract

Housing prices being one factor thought to contribute to segregationpatterns,this paper aims at
differentiatinggatedcommunitiesfrom non-gateccommunitiesin termsof changen propertyvalues.To

what extentdo gatedcommunitiescontributeto price filtering of residents,accentuatedy patternsof

price differentiation favoring gated communities in the long run?

The paperprovidesan analysisof the territorial natureof gatedcommunitiesand how the private urban
governanceealm theoretically sustainsthe hypothesisof better protectionof propertyvaluesin gated
communities.In order to identify price patternsacrosstime, we elaboratea spatial analysisof values

(Price Distance Index), identifying gated communitieswith real-estatdistings in 2008, matchedwith
historical dataat the normalizedcensudract level from Censusl980,1990and 2000, in the greaterLos
Angeles region.

We conclude that gated communities are very diverse in kind. The wealthier the area, the more they
contribute to fuel price growth, especially in the most desired locations in the region. Furthermore, a dual
behavior emerges in areas with an over-representation of gated communities. On the one hand, GCs are
located in local contexts that introduce greater heterogeneity and instability in price patterns, and by doing
so contribute to a local increase of price inequality that destabilizes the price patterns at neighborhood
level. On the other hand, GCs spread in contexts that show a very strong stability, in terms of producing
price homogeneity at the local level.

Key words: private urban governance, suburbs, gated communities, spatial analysis, property prices,

segregation
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RZsumZ

La sZlection des rZsidents dOun quartier par le prix constituant un facteur fondamental de la sZgrZgation,
cet article vise " analyser la maniere dont les gated communities se diffZrentient des autres lotissements
non enclos, en termes dOZvolution des valeurs immobilieres. Les gated communities constituant avant tout
des lotissements comme les autres, " la diffZrence pres que leur acces est fermZ et contr™IZ, notre Ztude
porte sur la manisre dont ces lotissements fermZs se diffZrentient des autres lotissements en termes
dOapprZciation ou de dZprZciation relative des biens immahetiess faisant dans quelle mesure elle
contribuent ~ une sZlection sociale des rZsidents accentuZe par des logiques diffZrentielles de production
des prix immobiliers sur le temps long.

Dans une perspective expZrimentale ~ I0Zchelon local dans la rZgion de Los Angeles, cet article vise donc,
dOune part, ~ explorer la nature territoriale des gated communities, en particulier la manisre dont leur
appartenance au genre plus gZnZral des lotissements en copréprizitibf Interest Developmgnt

permet de structurer la rZflexion sur la manisre dont elles peuvent gZnZrer une plus-value immobiliere par
rapport aux lotissements non-enclos. LOanalyse porte dOautre part - avec les outils de IQanalyse spatiale
(indice de discontinuitZ des prix immobiliers) dans les zones ou les lotissements planifiZs (fermZs ou non)
sont surreprZsentZs (entre 1980 et 2008). A partir de donnZes immobilieres, nous identifions les gated
communities et les comparons aux donnZes fournies au niveau des Census Tract du recensement en 1980,
1990 et 2000, afin dDanalyser les types de trajectoires temporelles des prix immobiliers.

Les rZsultats montrent que les gated communities sont dOune part tres hZtZrogenes, et contribuent
globalement ~ soutenir la hausse des marchZs immobiliers, en particulier dans les zones les plus
attractives. De plus, les gated communities introduisent localement une plus grande hZtZrogZnZitZ et
instabilitZ dans les types de trajectoires temporelles des prix immobiliers ~ I0Zchelon du quartier.
Keywords: gouvernance urbaine privZe, suburbs, gated communities, analyse spatiale, prix immobiliers,

sZgrZgation
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1. Introduction

For almosttwo decadesgated communitieshave beenunderthe scrutiny of scholars,including those
addressinghe questionof whetheror not they producea housingprice premiumandthus contributingto

residentialsegregationEarlier studieson housingpricesin gatedcommunitieshavefocusedeitheron the

price premium producedby gating a neighborhood,by the meansof hedonic modelingin the U.S.

(Lacour-Little and Malpezzi, 2001, Bible and Hsieh, 2001) or other empirical methodsin SouthAfrica

(Altini and Akindele, 2005). All studiesyield comparableresultsaboutthe price premiumin favor of

gatedcommunities,comparedio non-gatedsubdivisionsin the samearea.Our line of inquiry seeksto

analyzehow this price premiumstructuregprice differentiationpatternsbetweenthe gatedand non-gated
areas in the long run.

This paperstudiesthe sprawling suburbanareasof SouthernCalifornia (SantaBarbara,Ventura, Los

Angeles,Orange Riverside,SanBernardinoand Riversidecounties)by meansof a quantitativeapproach
to price changebetweencommunitiesin the samevicinity. Thus,the paperfocuseson gatedcommunities
in SouthernCalifornia, and differentiatesgated communitiesfrom non-gatedcommunitiesin terms of

property values. We further study the patterns of change in property values between 1980 and 2008.

Two overlappingunderstanding®f Ogateccommunities@hereafterOGCsOhave emergedin academic
literature. One group of scholarsconsiderthem to be a family memberof a more generalclassthat
includesmaster-plannedommunitieghorizontalversion)and condominiumgvertical version)governed
by collective tenureand incorporatedorganizationalarrangement¢McKenzie, 1994, McKenzie, 2003,
McKenzie, 2006a, Kennedy, 1995, Gordon, 2004, Webster, X@8ldster and Le Goix, 2005, Kirby et al.,
2006, Le Goix andWebstey 2008). Importantconsiderationgrom this perspectivanclude the natureof
ownership,governance and managementSuch neighborhoodswill, for example,have somekind of
Property OwnersAssociationsemployedby a governingbody formed from amongresidentstied to a
common set of interests by contract.

A secondgroup of scholarscontendsthat it is the existenceof fences,walls, and security featuresthat
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distinguishesGCsasa residentiafform thatis significantly differentfrom non-gatedplaces(Blakely and
Snyder,1997, Low, 2003, Vesselinovet al., 2007, Le Goix, 2006, Vesseinov and Le Goix, 2009). This
discoursetends to stressthe impact of gated communitieson crime, segregation,property values,

citizenship, and related behavior.

This paper adjudicates between these two understandingsand elaborateson whether gating a
neighborhoodmattersover the private governanceeffort in shielding property valuesand producinga
price premiumacrosstime. Gateddevelopmentsn the U.S. are residentialcommunitiesamongothers,
and they are private Common Interest Developmentsrun under the provision of private contractual
regulationswith the major differencebeingthat they are gated.Two overlappinglines of inquiry needto
be addressedhere: (1) Are gatedcommunitiesdifferent from other non-gatedsuburbanneighborhoods
with regardto priceincreaseor depreciativerends?2) By doingso,to whatextentdoesthe enclosureof
a neighborhood significantly contribute to price change-patterns in favor of gated communities?
We argue that housing prices describe not only intrinsic characteristicsof housing but also the
characteristic®f placesassessedndperceivedat different geographicalevels(locationin a city, social
characteristic®f the neighborhoodandthoseof the street).Price changeslsoinducea powerful social
filter in metropolitansuburbarareasin an experimentaperspectiveat the lower local scale,we analyze
propertyvaluesin areasvhereplannedcommunitiesare preeminenteaturesor the periodbetween1980
and 2008. We identify GCs and non-gated communities using a primary source based on properties on sale
in 2008in real-estatagents(stings. Matchedvith dataat thetractlevel from Censusf 1980, 1990and
2000, we identify price patterns across time.

The next sction d the papereviews the elationshipdetweenGCsand pivate residentialgovernanceri
proprietaryneighborhoodsin orderto betterunderstandhow gatinga neighborhoodnight generatenore
price premiumthan the overall legal and contractualstructuringof a private neighborhooddesignedto
avoid negativeexternalitiesWe thenreview the issuesof GCsandpricesin a contextof growing prices

since the 1980s interrupted by two major crisis (in the mid-1990sand the emergenceof the 2008
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foreclosure dsis), and ve also put in perspectivld specificity of a @se study based upompirical cata
from SouthernCalifornia. In the subsequengection,we analyzethe main trendsof price changessothat
we might identify underlying local depreciation and valuation dynamics applied to gatedunities. We
finally proposea spatialanalysisthatdiscriminateatternsof priceschange betweeneighborhoodsver
the 1980 and 2008 time-frame, with a special focus on how price changeintroducessimilarity or
dissimilarity betweencommunitiesand how thesechangesorrelatewith the gatedor non-gatedstatis of

neighborhoods.

2. Protecting property values in gated and non-gated private communities : theoretical perspectives
In this section,we analyzehow the definition of GCsrequiresaddressingn the onehandthe structuring
of privateurbangovernancegedicatedo the protectionof propertyvalues(McKenzie,1994);andon the
other handhow gating a plannedsubdivisionalso impactsproperty valuesand theoreticallysustainthe

hypothesis of a price premium in GCs, compared to non-gated private residential communities.

Gated communities: Providing security and community services

Blakely and SnyderOg1997) book focusedacademialebateand helpedshapethe discourse They took a
predominantlymorphologicalview in which gatedcommunitiesveresimply walled andgatedresidential
neighborhoodsAfter almosttwo decade®f academiadebateon GCs,one major difficulty in addressing
the phenomenoris when comparingthe different versionsof gatedcommunitiesthat elaboratehe same
languagehatdescribegprivatizedneighborhoodsyut doesnot coverthe samesocietalimpact (Claessens,
2009). Commentatorshave recordedthe phenomenoracrossnational contexts,under a diversity of
denominationgAtkinson and Blandy, 2005, Glaszeet al., 1999), all with contextualreferencesand an
emphasison historical patternsof enclosures(Low, 2006, Bagaeenand Uduku, 2010). There is
nevertheless noticeableconsensusmongauthorswho describethe securitylogic as a non-negotiable
requirement in contemporary urbanism and architecture, and all agree that Oboth the privatization of public

spaceandthefortification of urbanrealm, h responséo the fear of crime, hascontributed gnificantly to
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the riseof the contemporargated emmunity phenomenaO (Bagadéduku,2010, 3)in Western Europe

(Le Goix and Callen, 2010, Blandy, 2006, Rapos0,2006), in post-communistEurope (Stoyanovand
Frantz,2006,Blinnikov et al., 2006,CsZfalvay2009a),in the Arabianpeninsula(Glasze,2006);in Isra'l
(RosenandRazin,2009),in China(Websteret al., 2006, Low, 2006, Wu, 2005),etc. On the onehand,a
strongthesisis the link betweensecurityandfear of othersNsometimeslistinguishedrom the desirefor
securityof personandproperty(Low, 2003,Low, 2001).In Argentinaandin Brazil (Caldeira,2000),in
theU.S.or in Europe(Billard etal., 2005),andin Mexico (Low, 2001),gatinghasbeenassociatedavith a

lack of confidencein the public security enforcementOn the other hand, residentialpreferencesand
economic rationale prevail, and gated communities are understood as an exit-option from the public realm,
from the over-regulatedand overcrowdecdtities, inefficient in providing communityservices(CsZfalvay

2009b).

Regardless of local traditions and national legal contexts, there are different organizational types of private
residentialneighborhoodsdifferentiatedby the way property rights are assigned over sharedspaces,
facilities and exclusively-usedhousing units: condominiums,stock co-operatives,corporationsand
homeownerassociationgMcKenzie, 1994, Glasze, 2005). In the homeownerassociationsall common
spacesand facilities are the property of an incorporatedbody set up specifically for that purpose.A
covenant is attached to the deed of a residential lot making the owner a shareholder in the corporation with
voting rights accordingto the amount of the share (Glasze, 2005). McKenzie has termed these
neighborhoods Common Interest Developments and we will use this term as well (CIDs).

By the year 2000 over 15% of the U.S. housingstockwasin commoninterestdevelopmentsNanahe

number of units in these privately-governed residential schemes rose from 7811900 to 16.3 million

in 1998(McKenzie,2006b,McKenzie,2005,McKenzie,2003). The CommunityAssociationof America
estimated ir2002that47 million Americans werdiving in 231,000 communitgassociations and that 50%

of all new homesin major cities belongedto communityassociationgSanchezndLang, 2005).0nly a
proportionNvarying from 12 t@0% inthe region ol.osAngeles (LeGoix, 2003)Nof theseprivate local

government areas are gated.
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Gated communities and CIDs in the US: Social homogeneity and the preservation of property values
Acrosshistory, red-lining, neighborhoodassociationgnd land-useregulatiors havebeeninstrumentalin
protectingpropertyvalues(Masseyand Denton,1993). Researclon the homeownersnovementsn Los
Angeles(Purcell,1997) and anotherrecentstudyin SantaClara (California) suggesthat, Otothe degree
that local zoning respondgo land-marketforces, exclusionin residentialsettingsis more a productof
racialthan land-useomposition@Cerveroand Duncan,2004).Thereis thus along historyin the U.S. of
exclusive regulationsbeing implementedboth in planning and land-usedocuments(lhlanfeldt, 2004,
Kato, 2006), but more significantly in the legal structuring of residentialassociationsby meansof
restrictive covenants(Kennedy, 1995, Fox-Gotham,2000, Kirby et al., 2006). As a consequencethe
implementationof CC&Rs (Conditions, Covenantsand Restrictions),and the overall private urban
governanceeffort in private neighborhoodsre not tangentialin protectingor shieldingpropertyvalues.
For instance,basedon a New York gated communitiesand condominiumscase study, Low (2009)
considersthat private governancestructures(condominiumand residential associations)esignedto
excludeothersand organizeccial homogeneity g asimportantas thesecuritization sategiesn shaping

the social project in gated communities and exclusive housing schemes.

Both CIDs and GCs belongto the samekin by law, but differ in morphologybecauseof the gatesand
securityfeatures. Gatedcommunitiesare territoriesof exclusivenesshuilding up socialhomogeneityon
security,snobvalues,fear of crimesand symbolic and physicaldistancefrom others(throughgatesand
walls). But all theseattributesare not truly independentas they resultfrom the contractualagreement
bindingall propertyowners(Brower, 1992, Kennedy 1995).Generallyspeaking CIDs andcondominium
ownershipencourage kind of speculatioraroundreal-estatgrices.But gatinga CID reinforcesthe pro-
active private governanceeffort toward propertyvaluespreservationT he liberal hypothesisassumeshat
operating costs of private governance are paid for by the increase in property values.

First, the quasigovernmentategime hasa preeminentrole in shieldingpropertyvalues:GCs and hon-
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gated developmentsas local quasi-governmentg terms of provision of public services(McKenzie,
1994, McKenzie, 2006c¢),act as local consumptionclubs of urbanservices(Webster,2002). The short-
term apparentcost/benefitanarketefficiency in providing collective services(Foldvary, 1994) must be
matchedup to the risks of long-term spill-over effects, inefficiency of the decision-makingprocess,
residents@ck of involvement(discussedy Blakely & Snyder,1997; McKenzie,1998; Low, 2003),and
the risks of obsolescencand inflating maintenancecostsunderminingthe tidinessand reputationof a
neighborhoodand ultimately its property values (Berding, 1999, Miller, 1989). Semnd, accordingto
Brower (1992) and Kennedy (1995), many court casesand legal restrictions apply only to gated
communitiesand makea specialcaseof their governmentategime,thatcannotbe extendedo non-gated
privatecommunitiesAt last, aspublic dedicationcannotbe obviouslyappliedto gatedstreets GCsneed
to live up to their promise and to be founded on a financial model that takes account of the rising costs due
to the obsolescencef infrastructureand amenitiesmanagedbehind the gatesby the property owners
associationsGaing a CID ultimately stresseshe privaterealm,thusreinforcesthe selectionof residents.
This effort toward social control and homogeneitycontributesto the overall effort of shieldingproperty

values and creating a price premium.

Gated communities tool to protect prices and to avoid urban decay

Hence both private urbangovernanceindgatedmorphologyare notindependenin explainingthe social
structureof the community (Low, 2009) or the price premiumin gatedcommunities(Lacour-Little and
Malpezzi, 2001). An early theorizationof gated streetsas defensiblespaceshas been developedby
Newman(1974)asa preemptiveeffort againsturbandecayanddepreciatiorof a neighborhoodNewman
makesan apology for gating as a device that preventsurban decayby giving social control over the
environment to residents. This includes the erection of street barriers in retro-fitted residential
neighborhoodss a way of reintroducingpublic safety,and controlling gangactivities. Furthermorethe
gate,the CCTV, private police, and amenitieshaveto be paid for; gatedcommunitiesresidentsbet on

propertyvalue gainsto offsetthe costof gatingand private urbangovernancethis consento pay seems
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paramounin sorting out residentsattractedby a schemepromotingsecurity,exclusivenessand a gated
lifestyle (Newman, 1996). Recent research also show that GCs enjoy a premium of house prices compared
to private neighborhoodsn surroundingareas Hedonicmodelingdemonstratedhe measurableffect of
the location of the property within a gated community (Bible and Hsieh, 2001). In Saint Louis, Missouri, it
has beendemonstratedhat the premiumis decomposedn part due to the privacy-securityeffects of
gating; and the other part due to private subdivisionand the homeownerassociationand its proactive
regulationsandgovernanceffortsto protectthe neighborhoodrom negativeexternalitiesBy the means

of hedonicanalysisthe authordemonstrat@ 26% price premiumwheregateshadbeenerectedbetween
1979 and 1998; by way of comparison,a regular non-gatedprivate neighborhoodproducedonly an
estimatedd% price premiumover a regularneighborhoodLacour-Little and Malpezzi,2001).All these
resultsbring concurringevidenceghat gatedstreetandresidentialassociatioraretogetherinstrumentain
avoiding decay and other externalities in a neighborhood. Thisfgroed in some places, for instance in
SouthAfrica, wheregatedcommunitypropertyvaluesare usually higherthanin regularneighborhoods,
and this perceptionis sharedby both prospectivebuyersand real-estateagents(Altini and Akindele,
2005).

But thereare also someevidenceghat the price premiumis sometimegdetrimentalto propertiesin non-
gateddevelopmentfeara gatedcommunity. In the Los Angelesareabetween1980 and 1990, gated
prices showedbetter strengthto real-estatemarket fluctuationsthan did prices for regular residential
neighborhoods and non-gated CIDs, especially betd@88 and 1995 (Le Goix, 2007). This stutipws
thatfailure of propertyownersassociation®ccurrwhencostsrise abovea sustainabldevel comparedo
rapidly decreasingproperty values.A majority of averagemiddle classgatedenclaveslocatedwithin
more diverse neighborhoodsdid not succeedin creatinga significant price premium and/or did not

maintain significant price growth during the last decade (Le Goix, 2007)

! Elaborating on Le Goix, 2007, the present paper seeks to analyze price change and gated communities from a
different perspective. Antecedent work focused on analyzing the impact of legal structuring of gated communities on
property values, with a special focus on the relationships between gating, decreasing property values and
obsolescence of a neighborhood. The latter issue is to be seen as very significant in private neighborhoods where all
infrastructures are paid for and maintained by residents® homeowners fees. This paper encompasses a different
perspective, on the one hand by comparing price patterns both in gated and non-gated CIDs, which are identified by

Le Goix R., Vesselinov E., 2011, Gated Communities and Housing Phitemational Journal of Urban and
Regional Research IJURR (accepted, sept. 2011).



11/35

3. A case study in Southern California : context matters.

SouthernCaliforniamakesa goodcasestudyfor threemain reasonsthe level of diffusion of GCsin the
area;the legacyof gatedand private communitiesin the area,stating in the early 1930s(Le Goix and
Callen, 2010); and the specific fiscal context that has favored the diffusion of private residential

neighborhoods.

The impact of taxation in California

The diffusion of homogeneousesidentialsuburbancommunitiesin this region is relatedto suburban
growth; to the anti-fiscalposture;andto the municipalfragmentatiordynamicsthat haveaffectedthe Los
Angeles area since the 1950s. This level of analysisyields intricate interactions between private
governancend public authorities which alsoimpactspropertyvalues,mostly becausef taxationissues
in the U.S. and especiallyin California. Theseare processeshat have progressivelyloweredthe fiscal

resourcesavailableto local governmentswhile the urban sprawl has producedan increasedneedfor

revenueto financepublic infrastructure(roads,freeways)in low-densitysuburbarsettlemenpatternsin

Los Angeles,the anti-fiscal posturehasbeenassociatedvith the incorporatiod of numerouscitiesN the
first of which was Lakewood(1954). Thesenew municipal governmentsvere designedo avoid paying

costly county property taxesNwhich after incorporationwere replacedby lower city assesmentsand
betterlocal control over local developmentndothermunicipalaffairs (Miller, 1981).A secondstepwas
the 1978 Otaxpayersf@voltONa homeowner-driverproperty tax roll-back known as Proposition 13

(Purcell, 1997). Passedn 1978, this tax limitation increasedhe needfor public governmentdo attract
newresidentialsubdivisionsgspeciallythosethatwould bring wealthytaxpayersgnto their jurisdiction. A

third influence on the spatialdiffusion of gatedenclaveswvasthe rapid growth of the Los Angelesarea,

anad hocdatabase ; on the other hand by analyzing trends, by the means of a multivariate analysis, in order to better
characterize price change in neighborhoods.

2 Incorporation is the legal process by which unincorporated land (under countyOs jurisdiction) becomes a city, once
approved by the State (in California, the LAFCO, Local Agency Formation Commissions are in charge of

supervising the process) and by 2/3 of the voters. A new municipality can either be granted a charter by the State as
large cities are, or be incorporated under the general law, which is the common case.
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sustainedoy maséve populationinflow during the 1980s.CommonIinterestDevelopmentgCIDs) are
fiscal Ocash-cowsOr local public government®nlargingthe tax-baseat barelyno cost,andareefficient
in privately funding urbansprawlin the fastestgrowing areas(McKenzie, 1994, Dilger, 1992).Access
control, private securityand otherinfrastructureand servicesrepresent substantiacapitalandrecurrent
costfor the homeownerghat would otherwisehavebeensubsidizedy the generaltax-payingpublic. As

compensationhomeownersare granted private and exclusive accessto their neighborhoods.This
ultimately impacts property values in both CIDs and gated communities, as the exclusivenessis

theoreticallycapitalizedin landrent, but thereis so far no empiricaldatashowinghow this capitalization

fluctuates irrespective of whether the neighborhood is gated or not.

Main trends: Boom and burst of the bubbles

Two maintrendsaffectedpropertyvaluesbetweenl980and2008(Figure1). After a continuousincrease

during the first decadethat continuouslyaffectedthe five counties the trendreversedoetween1990and

1995: the averagetransactioniost half of its value,in a drop which was consistenwith the real market

crisisin Los Angeles,mainly resultingfrom the burstof a speculativebubble(Jafee andKroll, 2001),as

well asthe 1992 riots, the 1993 earthquakeand the floods and fires between1994 and 1995. More
importantly,after 1995andduring a decadeof geometricalgrowth of propertyvalues,metropolitanareas

followed diverging trends. While Santa Barbara and San Diego areas grew well above the average trend of
Los Angeles,Oxnard and SantaAna-Irvine, the fast growing areaof Riverside experienceda slower

growthof property values. Aer2007 andhe sudderforeclosurecrisis, the SantaBarbara SantaAna and

Oxnard metropolitan areas were affected first and harder than Los Angeles and Riverside counties.
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Figure 1. Home Price Index in Southern California® Metropolitan Areas

(Index 100 in 1987, first quarter. Source: Freddie Mac, 2009)

How GCshehavecomparedo othersuburbarcommunitiesbeingour mainline of inquiry, we rely upon
a 1980b2008 sample of property values at a disaggregated level. We seek to analyze how GCs differentiate
from other non-gated suburban communities in terms of price increase or depreciative trends.

A long-term comparisonof price patternsbetweengated and non-gatedprivate neighborhoodss an
empiricalquestionthatneedgurtherinvestigationespeciallyin the contextof the 2008 foreclosurerisis.
Rising priceswould normally havepositive knock-oneffectson substitutepropertiesA high-endGCin a
low-incomeareaof a developingcity, for examplewill boostlocal landvalues.If thereareothermiddle-
incomehousingareamearby, a GC of sfi€ient prominence might havenenhancingeffect. On the ther
hand,if GCsare of sufficient size that they effectively introducea layer of superiorhousingabovethe
existing housingstockNthen, the existinghousingmight be markeddown. This is morelikely to happen
in times of excesssupply. The mortgagecrisis thus offers an opportunity to observethe behavior of
propertypricesover time while affluent housing(including gatedhousing)will be in excesssupplyin a
depressednarket,and GCs may ultimately fail to protectproperty values,and data availablein 2008

offers a opportunity to monitor the first effects of the crisis on property prices in GCs.
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4. A spatial analysis of price change

In the areadefinedby 7 countiesof the largerLos Angelesareain SouthernCalifornia,a sampleof 9694
propertieshasbeenestdlished,usingreal-estaten-line listingsin 2008(seeMethodologicalAppendix).

In sucha fast growing metropolitanregion, the sampleof propertiesin residentialsubdivisionsis quite
homogeneoum termsof squargootage(mean=2,52&quarefeet) andyearof constructionaveragedate

is 1993). Property prices, indeed introduce a lot of variancein the sample ($873,000in average;
SD=1,386,744).

After the selectionof valid dataand aggregatiorby Censudract, the analysisunfoldson a setof 581
censudracts(Figure 2)’. The overall quality of datahasbeenverified by the meansof a control variable,
anassesmaent of theratio of streetsn gatedcommunitiesby Censudract (independentariable % gated
street3, basedon proprietarydatd. As a matter of fact, we do not record the 2008 actual transaction
prices, & the dataset is based on advertised prices. This choice has Emithaegard for he different
variablesalsocollectedfor eachof the advertisedoropertieggatedstatusof the neighborhoodageof the
house, sqg. footage), all those variables being collected at a disaggregated level. We understand the bias this
might introduce, as during price booms, advertised prices may undératesi@ction prices. The reverse is
true during marketslowdowns.The net effect may be to understatehe rangeof variationin houseprices.
This is not a major concernaswe only seekto estimatethe trendin medianpropertyprice changegups
and downs), thesetrendsbeing unlikely to be invertedbecauseof marginalunder-or over-estimateof

advertised prices over long periods of time.

3 Our dataset underestimates the number of properties in gated communities: recent field surveys (April and July
2010, 618 subdivisions surveyed) have shown that 10% of subdivisions in the database are qualified as non-gated,
whereas they are indeed gated; and only 3% of visited subdivisions are characterized as gated by mistake in the
database.

4 The data comes from Thomas Bros. Maps™. The company publishes interactive maps that identify private streets.
Access to vector maps allows spatial queries of gated streets, in order to identify gated neighborhoods. The files also
contain information related to military bases, airfields, airports, prisons, amusement parks and colleges, some of
which may also contain private streets with restricted access. Aerial photographs (e.g. Google Earth, MapQuest) are
further used to help identify GCs and dismiss non residential gated areas (Vesselinov and Le Goix, 2009).
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Gated Communities
by Census Tract (%)
(based on property
prices sample)
No data
0
1 - Los Angeles
0-32 2 - Orange
3 - Riverside
- 32-63 4 - San Bernardino
- 63-99 5 - San Diego
- 6 - Santa Barbara
99 - 100 7 - Ventura

Sources : Neighborhood Change Database (1970-2000) and 1980 Census in 2000 Boundaries, Geolytics Inc, East Brunswick, NJ, 2003;

Bureau of Census (Census of Population and Housing 1980, 1990, 2000) ; realtor.com, 2008

Database : ANR JCJC IP4, Université Paris 1 /| UMR Géographie-cités 8504. 0 25 km
Cartography : Le Goix, Averlant, 2010 ———

Figure 2. Properties in gated communities, percent of sample population, by Census tracts

CLocation, location, locationO: Price data at the normalized Census tract level.

As we ek b analyze price bange onhe urban dge betweeri980and 2000, darger geographicakale
thanthe neighborhoodr the metropolitanstatisticalareais required.Propertyvaluesmustbe observed
not only locally (comparing peer-to-peer a gated comity with a nearby non-gatedmmunity) but also
globallyNat the metropolitanregion levelNgiven that gated communities,accordingto their location,
expresdifferent lifestyle preferencesnd servesas a subsetof the rangeof marketsegmentgLe Goix,
2006, Vesselinov and Le Goix, 2007). Nevertheless,several communities in the same area or
neighborhoodftenreflectthe samesocio-economi@atternsandthe samenarketsegmen(Figure 3). As
a consequenceat the very local level, the questionis whethera price premiumbenefitingto one GC,
might derivefrom its gatesandwalls, or from the generaleffect of locationrentin the metropolitanarea
(location advantagesand municipal amenities).Such contextualeffects are well describedby hedonic
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modelingand multilevel analysisof pricesthattakesinto accountthe distancedrom amenitiesandlocal
externalitiesin the valuationof a residentialproperty (Orford, 2002). It mustbe ensuredthat a positive

price changeidentified for a specificgatedenclaveis consistenwith global patternsof price changen a
metropolitanarea,in orderto determinewhethera gatedenclaveis more efficient in generatingproperty

value than non-gated master planned community, everything being equal at the metropolitan level.
Thesechangesn propertyvalue have beenanalyzedduring 3 decadedetween1980, 1990, and 2000.

Data are available at the normalized Census tract geograghiehlih which historical data are fitted into

2000 Censusdractsboundaries Historical dataare matchedto the subsetof Censusdractsfor which we

have a profile for 2008 property values, based on our own sample. Inflation effects are corrected according
to the U.S. Governmentstandardprice index, and prices are expressedn equivalencewith 2008 U.S.

dollars (constant prices)

Local trends

Figure 3 showsthat price changedollow diverging trends.On the one hand,someareasexperiencea
continuousincreaseof propertyvalues,especiallyin coastaltractswith a higher site rental, suchasin
SantaBarbara/MontecitoNewport Beachareaand the southernpart of Orangecounty,andthe north of
SanDiego urbanizedarea(EncinatasRanchoSantaFe and Del Mar). Theresidentialtractslocatednorth
of Malibu, west of Los Angeles County, and East of Ventura county in the Calabasas/Agoura

Hills/ThousandOaks and Camarillo area,have also experiencedhis trend. In other areas,datashow a

® Geolytics is a commercial organization providing a normalized database in which data for decennial census are
matched to the 2000 Census tracts boundaries. Variables selected: Median Value All Owner Occupied Housing Units
(2000); Median Value Owner Occupied (1990); Median Value Non-Condo Housing Units (1980). Neighborhood
Change Database (1970D2000) and 1980 Census in 2000 Boundaries, GeolLytics Inc, East Brunswick, NJ 2003. As
census tract boundaries have considerably changed over time, a remapping of former census boundaries to 2000
definitions is required in order to accurately compare variables across time for a given location. The incomplete
coverage by census tract in 1970 and 1980 census, only available in urban areas is an additional difficulty. The
normalization of historic tract data to 2000 tract boundaries starts with the an estimate based on block-level weighted
geographic data. 1970 and 1980 boundary files are related to 1990 boundary files using correspondance files
produced by the Census Bureau, given a computed tract weight. Detailled methodology is published online:
http://www?2.urban.org/nnip/ncua/ncdb/AppendixJ.fatfcessed: june 2010].

6 Source: Consumer Price Index, 2009 (U.S. Bureau of Labor Statigtic#www.bls.goy. 1$ in 2008 is
equivalent of 0,38% in 1980 ; 0,61% in 1990 and 0,8% in 2000.
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