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Abstract

Real estate appraisers valued a residential home at a higher rate when they were led to believe that
it was owned by a white family than when they thought it was owned by black folks. There are
several hypotheses put forth to explain this divergence. One of them is sheer unadulterated racism.
Another is that blacks are more greatly statistically associated with crime than are whites; and that
real estate values are negatively correlated with crime. The present paper makes the case for the
latter interpretation.
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¢Racismo en la tasacion de bienes raices?

Resumen

Los tasadores inmobiliarios valoraron un inmueble residencial a un indice méas alto cuando se les
hizo creer que pertenecia a una familia blanca que cuando creian que pertenecia a personas negras.
Existen varias hipdtesis para explicar esta divergencia. Una de ellas es el racismo puro y duro.
Otra es que las personas negras tienen una mayor asociacion estadistica con la delincuencia que
las personas blancas, y que el valor de los bienes raices esté correlacionado negativamente con la
delincuencia. El presente trabajo defiende esta Gltima interpretacion.
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Tenisha Tate-Austin and Paul Austin are black owners of a home in Marin County, California.
They wanted to refinance their home and hired an appraiser to estimate its value. The conclusion
of the latter: $995,000.

This couple thought they were being low-balled on racist grounds. So, they removed all evidence
that this was a home owned by African Americans, such as their pictures, art from that continent.
They asked a white friend of theirs to pose as the owner of this abode; he substituted his own
family pictures, etc., for theirs. A second appraiser valued this supposed “white” home at
$1,482,500, almost a half million dollars more.

Whereupon these real estate owners followed the American tradition and sued. They recently
settled their lawsuit with Miller & Perotti Real Estate Appraisals, as well as AMC Links, a
contracting party. They won an undisclosed amount of money as well as the satisfaction of
compelling the defendants to attend sensitivity training that includes the history of segregation and
racial discrimination in real estate and to watch a documentary, “Our America: Lowballed,”? which
features the Austins’ story.

What are rational people to make of this legal episode? One point is that appraisal is not an exact
science. One expects that if a dozen, or, better yet, a hundred real estate estimators were let loose
on this house, not a one of them would have come up with the exact same dollar figure as any other
of them, no matter who they thought it was owned by. Quite probably, none of them would have
come within even $100, maybe not even $1000 of each other. Thus, it is rather harsh to sue anyone
for a disparity of evaluations.®

Consider an analogy, Jeremy Lin is an Asian professional basketball player. Professional, highly
paid and highly skilled appraisers of basketball talent evaluated him in such a manner that he was
not drafted by any team. Evidently, they did not think much of a graduate of Harvard University
in this regard. Nevertheless, he somehow snuck into the National Basketball Association, but sat
on the bench for several teams; he was only allowed onto the court during “garbage time.” Then,
don’t ask, he was traded to the New York Knicks, and due to injuries of his several of his
teammates, was allowed to play. Miracle of miracles, he averaged 22.5 points and 8.7 assists. OK,
ok, he was never in the category of a Michael Jordan or a LeBron James, but this is pretty good,
no, excellent, for a very marginal undrafted player. It was so unexpected that this accomplishment
came to be known as Linsanity.* Was it anti-Chinese racism that allowed his talents to be so
seriously undervalued by so many, for so long? Not a bit of it. The NBA is one of the least racist
organizations on the entire planet. There, ability is all, pigment counts for zilch.

! Hernandez, 2023.
2https://www.google.com/search?q=%E2%80%9COur+America%3A+Lowballed%2C%E2%80%9D&rlz=1C1CHB
D_enUS796US796&00=%E2%80%9COur+America%3A+Lowballed%2C%E2%80%9D+&gs_lcrp=EgZjaHIvbW
UyBggAEEUYOdIBCTI5MDIgMGoxNagCALACAA&sourceid=chrome&ie=UTF-8

3 For the claim that appraisement is not an exact science see Follert, et al; Herbener and Rapp, 2016; Salerno, 1995;
Yeager, 1995

4 On Linsanity:
https://www.google.com/search?g=linsanity&rlz=1C10NGR_enUS1060US1060&o0qg=Linsanity&gs_lcrp=EgZjaHJ
VbWUQEAGAEAAYgWEY4wlYsQMYgAQYEAgJAEAAYgWEY 4wl YsQMYgAQyDQYBECAYgwEYsQMYgAQy
BwgCEAAYgAQyBwgDEC4YgAQYyBWIEEAAYgAQYBWIFEAAYJAQYBWIGEAAYgAQYBWIHEAAYQAQY
BwglEAAYgAQYBWJJEAAYgATSAQOLNzZEXODgxN2owajE1gAIAsAlIA&sourceid=chrome&ie=UTF-8
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Misappraisals are the warp and woof of the economy. People zig when they should zag
everywhere: in the stock market, in the bond market, in international trade, and, also, in real estate,
as in this case now under consideration. Nor are appraisal errors limited to the marketplace. Half
of all marriages end in divorce. Sometimes, rarely, happily, doctors kill patients. Deserving
lawyers are not made partners; highly competent professors are not offered tenure. People are
promoted, or fired, undeservedly.

Let us return to the imaginary case of 100 evaluators. Posit that they all, on average, rate the same
identical house when owned by white family, one half million more than that very domicile when
owned by a black family. Why would we expect them to do so? Is it improper, unfair, racism
against the latter? Not a bit of it. It would rather stem from the fact that blacks have a higher crime
rate than whites, and this renders their property of less value than them. Appraisers would be pre-
judging this case on the basis of their knowledge of the demand for real estate. Crime lowers real
estate values, period. Crime is associated with this community. QED.

Allow me to put this matter in other words. Two houses are physically identical to each other.
They have the same everything in them; the same layout, the same paint colors internal and
external; the same plumbing, heaters, air-conditioners, roofing, siding, everything. They were built
on the same exact day. One of them is located in a high crime black neighborhood, the other in a
low crime white neighborhood. The latter sells for twice the price of the former. Why? That is due
to the fact that the demand for the latter is much higher than the former. Buyers are willing to pay
more to live in a low crime area.

Now change the example. It is the same house. There is only one house. However, when it is first
evaluated, there are pictures of the family on the wall. They are all African Americans. The value
of the house is rated at $100,000. Then, the pictures are changed, it is, remember, still the same
house; the pictures are now of a white family. Nothing else has changed. And the assessors now
rate the house as worth $200,000. Why would this have occurred? Let us assume that the very
same assessors do the evaluating, only we have hypnotized them into forgetting that they have
once before placed a value of $100,000 on this house, when they thought it was owned by a black
family.

What is going on here? It is the same phenomenon as in the previous case. The evaluators know
that the crime rate on the part of one of these racial groups is higher than that of the other and
based their ratings accordingly.®

Walter Williams tells the following story®: He would give you $500 if on your first try on campus,
you can find one student 5°7” tall who can solve a quadratic equation, and another who can dunk
a basketball. You can’t talk to them; you can only select them on the basis of their outward
appearance. Do you choose a black kid for the math question and an Asian with thick eyeglasses

5 For evidence supporting the claim that blacks have a higher crime rate than whites see:
https://www.google.com/search?g=Do+blacks+have+a+higher+crime+rate+than+whites%3F&rlz=1C10NGR _enU
S$1060US1060&0q=Do+blacks+have+a+higher+crime+rate+than+whites%3F&qgs_Icrp=EgZjaHJvbWUyBggAEEU
YOdIBDTYzNJEXNTE1ajBgMTWoAgCwAgA&sourceid=chrome&ie=UTF-8; on the economics of crime see See
also Becker, 1995; Ehrlich, 1979, 1982; Ehrlich and Posner, 1974

& Personal correspondence with the present author.
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for the dunk, or the other way around? Obviously, the latter, based on nothing but common sense
and empirical experience.’

No, the lawsuit of the California couple should have been thrown out of court as frivolous. The
assessors, in our hypothetical example, would have been making their estimate on the basis of
undeniable facts. An appraisal is merely an opinion, an evaluation. “That dress is you.” “That dress
is lovely.” “That dress is horrid.” These are all mere estimations, beliefs, judgements. Since when
can you be successfully sued for offering a mere assessment? That day has arrived, it would now
appear.
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