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ABSTRACT 

 

The conclusions drawn by those who study gentrification have shifted in recent years; in 

the 1980s it was assumed that gentrification was harmful to low-income residents of up-and-

coming neighborhoods (Marcuse 1986, Ley 1981). More recently, several studies have shown 

that gentrification does not harm the original residents of a neighborhood and, in fact, might 

improve their economic well-being (Freeman 2004, Freeman & Braconi 2005, Vigdor 2002). 

This thesis expands upon that work by using data from the 2000 Census and 2005-2009 

American Community Survey (ACS), as well as the March Supplement of the Current 

Population Survey (CPS) to determine whether gentrification had a positive effect on the labor 

market outcomes of low-skilled residents.  Using probit and OLS models, I find the relationship 

between gentrification and several labor market outcomes for low-educated adults to be negative 

and significant. The magnitudes of these effects, however, are very small; although living in a 

gentrified neighborhood is associated with a small decrease in labor supply, as measured by 

labor force participation, hours worked per week, weeks worked in the last year, estimates may 

be biased by the Great Recession. Further research is necessary to determine whether 

gentrification per se was responsible for these outcomes. 
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INTRODUCTION 

American urban centers, crippled by decades of disinvestment and neglect, have 

experienced a significant resurgence in recent decades (Birch & Wachter 2009, Jackson 

2009, Myers & Pitkin 2009). After the passage of the National Housing Act of 1949, 

which led to major growth in suburban areas by subsidizing purchases of single-family 

homes, and the increasing dependence on automobiles in the 1940s and 1950s, middle-

class urban residents began to exit urban centers in favor of suburban areas (Jackson 

2009, Landis 2009, Myers & Pitkin 2009). The race riots in the 1960s only exacerbated 

“white flight,” as educated white families sought peace in the quieter suburban 

environment. School desegregation also contributed; white families sought better 

educational opportunities for their children in wealthier suburbs. 

As urban centers faced shrinking tax bases, older school buildings fell into 

disrepair or were closed, central business districts lost retail stores as they followed 

wealthy residents to suburban shopping malls, and city services, in general, suffered 

(Birch 2009, Jackson 2009). Several federal programs were created to spur urban renewal 

and economic development, including the Community Development Block Grant 

(CDBG), as well as several housing assistance programs, though urban centers largely 

remained the domain of the less-affluent (Jackson 2009). 

In the 1970s, bohemians and artists, eventually followed by other educated young 

people from the baby boom generation harmed by skyrocketing gas prices and 

disillusioned by the suburbs, sought a new community in the city (Myers & Pitkin 2009). 

The process continued throughout the last three decades, and many of America’s large 

cities have regained much of the population they lost during the post-war period. The past 
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decade, especially, has seen a resurgence of the urban population. One study of 44 US 

cities found that, between 1990 and 2000, only 48 percent of these cities increased their 

downtown populations and overall city populations; between 2000 and 2007, however, 

64 percent increased both populations (Birch 2009). The top fifty core cities by 

population in 1990 experienced 13.2 percent growth by 2007, adding 5.4 million to their 

populations (Landis 2009). Between 2000 and 2010, growth in several metropolitan 

statistical areas outstripped the total US population growth of 9.7 percent: Houston-Sugar 

Land-Baytown, 26.1 percent; Atlanta-Sandy Springs-Marietta, 24.0 percent; Dallas-Fort 

Worth-Arlington, 23.4 percent; and, Washington-Arlington-Alexandria, 16.4 percent 

(Mackun & Wilson 2011) 

As cities expand, their demographic composition often changes. Urban areas 

continue to be the center of the “melting pot,” as they remain much more racially and 

ethnically diverse than the total American population (Frey et al. 2009). Perhaps related 

to this, however, is the increasing income inequality in urban centers. High-income 

workers earned five times more than their low-income peers in 2008 (Berube et al. 2010). 

Educational attainment is also highly varied among regions and populations; in 

metropolitan areas in 2008, 36 percent of whites had earned a college degree, compared 

to only 19 percent of Blacks and 14 percent of Hispanics (Berube et al. 2010). The higher 

average educational attainment among the populations of cities like Washington, DC, 

New York, and Boston helped insulate them from the shocks of the recession (Berube et 

al. 2010).  

However, the new mix of income and education in cities has spurred both growth 

and controversy, for gentrification is an eternal lightning rod in urban revitalization 
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discussions. It is often decried as detrimental to the poor because of a perceived risk of 

displacement; many fear that increased capital investment in a neighborhood will lead to 

rising rental and housing costs that will price poorer residents out of the housing market 

(LeGates & Hartman 1986, Marcuse 1986, Myers & Pitkin 2009). On the contrary, recent 

research has demonstrated that lower-income residents of gentrifying neighborhoods are 

not displaced at any greater rates than their peers in non-gentrifying neighborhoods, and 

in fact may even displace at lower rates (Freeman 2004, McKinnish et al. 2010).  

What, then, would make lower-income residents stay in neighborhoods that 

become less and less affordable? Freeman and Braconi (2005) postulate that 

gentrification-led investment may add to neighborhood quality through an increase in 

retail services and aesthetic improvements as well as improved public services. In a study 

of gentrification in Boston, Jacob Vigdor (2002) found that the majority of the population 

in a gentrifying neighborhood reported increases in quality of housing, the neighborhood, 

and public services. 

The spatial mismatch theory suggests that decentralization of jobs is responsible 

for low employment outcomes for unskilled workers; as jobs move away from central 

business districts and toward the suburbs where real estate is cheap and plentiful, urban 

dwellers without access to transportation will be cut off from these jobs (Holzer 1991). 

By reinvesting in urban areas, I believe that this cycle could be reversed. Retail and other 

services that move in to serve the new affluent residents will create job opportunities for 

less educated residents, thus giving them more motivation to stay. 

In this paper I will examine whether the additional services entering 

neighborhoods will affect labor market outcomes for low-income residents. I hypothesize 
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that an increase in gentrification will improve labor market outcomes for unskilled 

workers, whether by creating additional jobs in the neighborhood or by improving 

accessibility to jobs in other neighborhoods through improvements in public 

transportation options or expanded social networks. 

 

 

Figure 1: Conceptual Framework 
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BACKGROUND 

When asked about gentrification, many envision Park Slope or Harlem, or San 

Francisco’s Mission District. Examples are innumerable for neighborhoods that have 

undergone gentrification. Defining the term, however, is a much more difficult task; there 

is no settled definition of gentrification. In the common understanding, it involves a 

process wherein the composition of a neighborhood shifts as middle- and upper-income, 

highly educated people move into a neighborhood that was previously home to mostly 

low-income, unskilled workers. For my purposes, gentrification will be defined as an 

increase in the proportion of educated households in an urban neighborhood coupled with 

changing racial and ethnic composition of residents and increases in average household 

income. 

 

LITERATURE REVIEW 
 

Gentrification defies a common empirical definition, in part because the process it 

undertakes differs in every neighborhood, even those within the same city. Therefore, 

each discussion of gentrification must include a definition within the context of the 

question being asked. Wyly and Hammel (1998) focused on the magnitude of 

neighborhood change; neighborhoods that showed significant recent investment in 

housing properties were qualified as gentrified. Improved housing quality was considered 

a proxy for socioeconomic changes in neighborhood demographics. Freeman (2005) 

defined it as simply a reversal of disinvestment in urban neighborhoods. McKinnish et al. 

(2010) defined neighborhoods as gentrified that experienced an influx of wealthy 

residents, measured by increased household income and housing prices. Still other 



! 6 

authors define it by the displacement of low-income residents (Bostic & Martin 2003). I 

have chosen to not include displacement as a necessary condition for gentrification, as it 

has more recently been shown to be only tentatively related, if at all. I will use the 

common factors of racial changes and household income changes coupled with an 

increase in education to classify block groups as gentrified. 

The focus of gentrification literature has changed significantly over time. When 

gentrification was a new concept in the 1980s, much of the literature stressed the harm it 

caused to low-income residents (LeGates & Harman 1986, Ley 1981, Marcuse 1986). 

Most of this harm was attributed to displacement; as gentrifiers moved in and brought 

increased investment with them, housing prices increased substantially and less-affluent 

households were forced to move. The overall message was that gentrification was a boon 

for the rich, who were able to afford luxury homes in an up-and-coming neighborhood, 

but was detrimental to the neighborhood’s original residents. 

 This was not the only sentiment, however. Others believed that gentrification was 

a cure-all for the ills of the urban environment, because it reversed decades of white flight 

and reestablished a significant tax base in central cities, spurring urban renewal (Sternlieb 

& Hughes 1983, Sumka 1979). More recent studies agree  the harm to the poor is not as 

significant as what the the pessimists believed. Several studies (Freeman 2005, Freeman 

& Braconi 2004, Vigdor 2002) have shown that, contrary to earlier work, gentrification is 

not a harmful process for poor residents. Freeman and Braconi (2004) looked at 

gentrification in several New York City neighborhoods and found that households in 

gentrifying neighborhoods did not displace at any greater rates than their counterparts in 

non-gentrifying neighborhoods, and in fact might displace at lower rates. Yet other 
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researchers advise caution, for the results of each of these papers are based on studies of 

well-known neighborhoods in single cities, and the results may not have external validity 

(Newman & Wyly 2006). 

Nevertheless, the evidence seems to be greatly in favor of gentrification as a 

harmless force. Little evidence is available, however, that would paint it as a purely 

positive phenomenon. So much of the literature on gentrification has focused 

displacement, and more recently on examining the gentrifiers themselves, that little work 

has been done to measure benefits to the poor or determine the reasons why lower-

income residents would stay in a neighborhood once rents and services became more 

expensive (McKinnish et al. 2010).  

I hypothesize that one major benefit to low-income residents could be the 

amelioration of spatial mismatch, in which the decentralization of employment has led to 

job growth in the suburbs as businesses relocate to serve wealthier households in 

suburban areas (Brueckner & Zenou 2003, Chapple 2006, Johnson 2006, Kain 1968). 

This phenomenon has led to a dearth of employment opportunities in central cities and 

has contributed to the poor economic outlook for unskilled workers in urban areas. By 

renewing investment in urban neighborhoods, gentrification could act as a magnet for 

employment by attracting retail and other services to the neighborhood (McKinnish et al 

2010, Freeman & Braconi 2004). 

This paper seeks to build upon recent gentrification literature and measure the 

extent to which gentrification benefits unskilled workers. I will also expand upon much 

of the existing gentrification literature by adding quantitative analysis to a topic which 

has often been the subject of qualitative study. I will examine gentrification as a 
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phenomenon in cities nationwide, providing more generalizability than the results of 

previous studies. I will focus on the benefits to unskilled residents by analyzing the labor 

market outcomes of unskilled residents in gentrified areas to determine the magnitude of 

the effect of gentrification on three common measures of labor supply: the probability of 

labor force participation and, for employed individuals, the number of hours and number 

of weeks worked.  

I will also contribute to the literature with the most recent available data. By 

looking at changes between 2000 and 2009, I will get a better picture of recent trends in 

gentrification than other researchers. This was a period of significant reurbanization; 

increases in young, more educated populations in urban areas may lead to increased 

variation in my sample than was found in earlier decades. The limitations of the more 

recent data, however, force me to consider changes over a shorter period of time than 

many previous studies have done. The impacts on low-income people of short-term 

gentrification (or, in fact, gentrifying areas) may challenge the recent work by 

demonstrating that low-income populations can be hurt by gentrification in the short term 

if they do not have the resources to wait for the longer-term benefits this process brings.  

 

DATA AND ANALYSIS PLAN 

 I use several sources of data for this analysis. To determine gentrification, I will 

use block group data from the 2000 Census and the 2005-2009 American Community 

Survey (ACS).1 The ACS is a monthly survey by the US Census Bureau that replaced the 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
"!The 2000 Census long form randomly sampled 1 in 6 households, as opposed to the 7-question short form 
that all households are required to fill out.!
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long form version of the Census after the 2000 version of the Census.2, 3 Unlike the 2000 

Census, which is a point-in-time snapshot of the sample population at the time of the 

Census, the 2005-2009 ACS 5-year estimates will be an average of the responses from all 

ACS surveys conducted between January 1, 2005 and December 31, 2009. The Census 

long form and the ACS both ask questions about race, education, and income. By 

matching Census block groups between the 2000 Census and the 2005-2009 ACS, I will 

be able to determine the extent of change in population characteristics over time. 

  My final dataset is the 2006 – 2010 March Supplement of the Current Population 

Survey (CPS), which is the primary source of labor market and demographic data in the 

US. I acquired the data via the Integrated Public Use Microdata Series at the Minnesota 

Population Center. Because many of the labor market and income questions on the CPS 

are retrospective, the 2006 – 2010 data covers the same time period as the 2005 – 2009 

ACS. The CPS does not identify neighborhoods; its smallest geographic unit is at the 

county level, though it only includes county-level data for urbanized counties.  

 

  Regression equation 

 My regression will measure the effects of gentrification on labor market outcomes 

for unskilled workers in urban neighborhoods, controlling for several demographic and 

macroeconomic factors. I will use probit and OLS models to measure the effect of 

gentrification. 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
#!The ACS samples 1 in 750 US residents, and therefore has over 370,000 observations. More recent (post-
2005) data sets have samples of fully 1 percent of the population—close to 3 million observations. The goal 
of the ACS is to sample a population that is nationally representative. 
3 The 2005-2009 ACS 5-year estimates were the only ACS data available that included survey data at the 
block group level of geography. Other samples only included data at the metropolitan statistical area, which 
would not have been sufficiently narrow to track neighborhood change.!
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Specifically, I will estimate the following equation: 

 

Labor market outcome  = a + !1 liveingentneighborhood + !2 age + !3 age2 +  

!4 highschooldiploma+ !5 somecollege + !6 nonwhite + !7 hispanic + !8 married +  

!9 numberofchildren + !10 numberofchildrenlessthan5 + !11 numberofchildren2 + !12 

female + !13 statefixedeffects + !14 yearfixedeffects + u 

 

Dependent Variable 

  My outcome of interest will be labor market outcomes. These will be measured 

in several ways to get an accurate picture of how exactly gentrification can affect 

unskilled workers. I will first look at the probability of working, and how it is affected by 

living in a gentrified neighborhood. I estimate that the existence of gentrification will 

increase the probability of employment for several reasons: more employment 

opportunities in the area, increased access to jobs elsewhere in the city, or out of 

necessity to be able to afford to stay in an area with rising housing costs. A dichotomous 

dependent variable will necessitate the use of a probit model, predicting the likelihood of 

residents participating in the labor force as a function of living in a gentrified 

neighborhood. 

My other measures of labor market improvement will be number of hours 

worked—to see whether underemployed residents can increase their employment by 

going from part-time to full-time—and hours worked last year, selected on people who 

are employed. For these outcomes, I will use OLS regressions to estimate the continuous 

values of hours worked and weeks worked. 
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Variable of Interest 

My variable of interest will be gentrification. This is the mechanism through 

which the shifting of neighborhood demographics toward a more educated, affluent 

population may improve the situation for all residents—the “rising tide raises all boats” 

theory. Improving neighborhood quality and desirability may attract retail establishments 

and other services and create jobs for unskilled workers.  

I initially used block group data matched between the 2000 Census and 2005-

2009 ACS to understand gentrification. I used an indicator variable to denote urban block 

groups that experienced the most change (defined as being in the top 50th percentile of 

change) in composition of income, racial, and educational characteristics between 2000 

and 2005-2009. I then aggregated urban block groups to the county level by determining 

how many block groups per county experienced a large change in their population 

composition.4 Thus, my gentrification variable corresponds to the percentage of urban 

block groups of the county that were in the 50th percentile of income, racial and 

educational characteristics. 

 

Demographic Factors 

I control for a number of demographic factors that are correlated with either labor 

market outcomes or gentrification. These include race, age, family structure, and gender. 

The racial controls include variables indicating nonwhite and Hispanic to account for 

differences in labor market outcomes across these groups. White is the omitted group.  

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
4 Block groups are designed to have similar population sizes so the percentage of block groups that 
gentrified in a county is roughly equivalent to the percentage of the population of the county that live in a 
gentrified area. 
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Although I focus on prime-age (15-55) workers, I control for age and age2. Within 

that range, however, significant differences exist in earnings and attachment to the labor 

force; younger workers may be more transient. Age also serves as a proxy for work 

experience, so the worker’s previous employment opportunities will be controlled for 

when looking at the effects on labor market outcomes. I will also include age2 in the 

regression, to correct for the non-linearity of employment outcomes associated with age. 

I control for family structure and composition with several variables. Number of 

children is also an important control; a worker without a child may be less responsible or 

less concerned with maintaining a full work schedule. Workers with large families most 

likely have strong ties to the labor force in order to support the family. Number of 

children under age 5 will also be used as a control, as this has a significant effect on 

labor force participation; parents, especially mothers, of small children too young to 

attend school are more likely to need to stay home to care for the child if they cannot 

afford day care or do not have a family network to care for the child. Therefore, 

controlling for this will allow for a better estimate of the full effect of gentrification. 

I have also included controls for marriage status and sex, as these are likely to 

affect labor market decisions. Males are typically considered to be more closely tied to 

the labor force, as women are traditionally the ones to leave their employment when 

children are born. Being married may also afford a person the luxury of staying home, 

especially for women. That decision would affect the aggregate outcomes for labor force 

participation; including married eliminates the omitted variable bias that would affect the 

magnitude of the effect of gentrification.  
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Macroeconomic Factors 

 State fixed effects are added to control for differences in state policies related to 

job and employment growth. In order to control for time shocks across years that are 

associated with macroeconomic factors, such as the recession, I use year fixed effects.  

 
 
 

SAMPLE 
 

I first limit my sample to individuals living in urban counties to focus on urban 

gentrification. Non-urban areas were excluded because there is not likely to be large-

scale gentrification in rural communities. I then selected on three characteristics: (1) low-

educated persons, defined as having less than a college degree, as they were most likely 

to experience change in living circumstances in a gentrifying neighborhood; (2) persons 

in their prime working years, defined as ages 15 to 55, to limit it to people who would be 

most likely to participate in the labor market, and; (3) the primary respondent of the 

Current Population Survey, to eliminate repetition between persons of the same 

household who would typically have very similar demographic characteristics. 

Table 1 presents the characteristics of the primary respondents by percentage of 

gentrified block groups in the county. For this population, there were several key 

differences between people who lived in counties with fewer gentrified block groups 

compared to more highly-gentrified counties. Those in counties experiencing less 

gentrification were more likely to participate in the labor market, with 79.9 percent 

employment in counties with fewer than 10 percent of gentrified block groups compared 

to 73.3 percent in counties with more gentrification. This could be related to the fact that 

people in gentrified neighborhoods have fewer opportunities for employment than their  
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Table 1: Characteristics of primary CPS respondents by percentage of gentrified 
block groups in the county 
 0-10% 11-20% 21-30% 31-40% 41-50% 
% Employed .799 .789 .793 .742 .733 
 Mean age 38.442 38.983 39.687 39.322 39.316 
% Nonwhite .226 .234 .327 .689 .468 
% Hisp .287 .325 .159 .208 .499 
% Female .481 .502 .490 .571 .610 
% Married .536 .525 .562 .319 .340 
Mean Family Size 3.015 3.054 3.048 2.654 2.643 
Mean # Children 1.260 1.265 1.203 1.073 1.026 
Mean # Children <5 .271 .250 .228 .203 .152 
% HS Diploma .380 .369 .435 .416 .397 
% Some College .434 .438 .450 .355 .340 
% Under 200% of 
FPL .388 .393 .336 .498 .566 

N 28,503 27,574 7,977 3,634 459 

Notes: Sample selected on low-education households (less than a college degree), 
primary respondent on the CPS, and working-age (15-55). FPL is the federal poverty line. 
Author’s calculations based on 2006-2010 March CPS. 
 
 

 

counterparts in other neighborhoods. It provides a basis for my hypothesis that 

employment outcomes are different for people living in gentrified neighborhoods.  There 

was significantly more racial diversity in more highly gentrified counties: 46.8 percent 

nonwhite in the most highly gentrified compared to 22.6 percent nonwhite in the least 

gentrified counties; the overall mean for the sample was 26.2 percent (see Table 2).  

 There are also major differences in family makeup between more- and less-

gentrified counties. Families in the most gentrified counties are smaller; 2.634 people on 

average in counties with the most gentrified block groups as compared to 3.015 in 

counties with the least gentrified block groups. People in more highly-gentrified counties 

are more likely to be single and female; the most highly-gentrified counties are mostly  
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Table 2: Summary statistics of outcomes of interest and variables of interest for 
entire sample 
 Mean Standard Deviation 
Employed  0.792 0.406 
Hours Worked 39.353 12.049 
Weeks Worked 39.147 20.607 
Gentrification 14.119 8.139 
Age 38.847 9.982 
Nonwhite 0.262 0.440 
Hispanic 0.283 0.450 
Female 0.497 0.500 
Married 0.521 0.500 
Family Size 3.005 1.650 
Number of children 1.243 1.280 
      Number of children given having children 2.016 1.049 
Number of children under age 5 0.254 0.560 
Less than high school diploma 0.180 0.384 
High school diploma 0.383 0.486 
Some college 0.437 0.496 
200% or less of federal poverty line 0.390 0.488 
Notes: Author’s calculations based on 2006-2010 March CPS. N=74,699. 

 

 

female—61 percent as opposed to 48.1 percent in the least gentrified counties—and only 

34 percent of people, on average, are married, compared to 53.6 percent in counties with 

the least gentrification and 52.1 percent for the entire sample. There is also a much higher 

incidence of poverty in high-gentrification counties: 56.6 percent of people under 200 

percent of the federal poverty level, compared to 38.8 percent in the least-gentrified 

counties. 

 Table 2 presents the descriptive statistics of my outcomes and variables of 

interest. The average labor force participation for the sample was 79.2 percent; the 

average unemployment rate for the nation during this period was 6.78 percent, so at 20.8 

percent this is significantly higher unemployment than average. This is most likely due to 
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the fact that my sample is comprised of only people with less than a college degree, who 

are more likely to experience unemployment than college graduates. On the other hand, 

for those who are employed, the sample had nearly full-time employment, 39.35 hours in 

the last week. The last of my dependent variables, however, shows that they are not fully 

employed. The sample mean for weeks worked last year was 39.15 weeks. This could 

signal the transience of low-wage workers; perhaps they work full time while they are 

employed, but have gaps between jobs that prevent them from working more weeks per 

year. The mean level of gentrification for my sample is 14.12 percent, meaning the 

average county in the sample has 14.12 percent of its urban block groups classified as 

gentrified.  

 A plurality of my low-educated sample, 43.7 percent, had attended at least some 

college. Only 18 percent had not obtained a high school diploma. Thirty-nine percent of 

the sample was in poverty or near poor, as they fell below 200 percent of the federal 

poverty line.  

 
 

MULTIVARIATE ANALYSIS 

Regressions were estimated using probit and OLS models.  Probit was used to 

estimate the model with employment, a dichotomous variable, as the dependent variable 

(see Table 3 for results).  The primary variable of interest, gentrification, suggests that a 

10-percentage point increase in the number of gentrified block groups in a county would 

be associated with a 0.98 percentage point decrease in the probability of employment 

(Column 1). This was not the expected sign. Across the entire sample, however, this 

would translate to a 1.24% decrease in probability of employment, on average, which is a 
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very small effect. The addition of state and year fixed effects (Columns 2 through 4) did 

not substantially impact the magnitude of the coefficient on the gentrification variable; it 

held constant across specifications at approximately -0.001. 

Control variables behaved as expected. For example, age is positively correlated 

with employment; as people age they are more likely to be working. High school diploma 

and some college were both positively correlated as well, and the marginal effects show 

that increased levels of education lead to increased probability of employment. Being 

married is negatively correlated with employment, which is most likely led by married 

women dropping out of the labor force. Number of children is positively correlated with 

employment; the more children per family, the higher the likelihood that they would need 

to work to support the family. Number of children under age 5, on the other hand, is 

negatively correlated with employment, though this is probably due to the fact that 

children too young to attend school must be cared for full-time by one of their parents if 

the family is unable to afford daycare.  

In Table 4, I examine whether gentrification results in changing the number of 

hours worked in the last week for those employed using an OLS regression. In Column 1, 

the effect of gentrification on hours worked suggests that a 10 percentage point increase 

in gentrification would be associated with a decrease in number of hours worked of .348 

hours per week (about 20 minutes). This would be the equivalent of a 0.88 percent 

decrease in hours worked per week, on average, which is, again, a very small effect. 

When state fixed effects were taken into account in Column 2, this decrease fell to .259 

hours per week (about 15 minutes). Similarly, the inclusion of year fixed effects (Column 
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3) had a very small impact on the coefficient on gentrification. Finally, including both 

state and year fixed effects (Column 4) produced nearly the same effect.  

Many of the control variables continued to have the expected sign; age, education, 

marriage, children, and sex are constant across measures of labor force participation. The 

signs on the nonwhite variable changed from the employment results, however. 

Previously, being nonwhite was associated with a decrease in probability of employment; 

now, it is associated with an increase, though not a statistically significant one. Hispanic 

was previously not statistically significant when regressed with employment; on hours 

worked it is negative and highly statistically significant.  

The third model examines the relationship between weeks worked in the previous 

year and gentrification (see Table 5), using OLS regression for employed individuals. In 

this model, the results show that a 10 percentage point increase in gentrification is, on 

average, associated with a decrease in number of weeks worked in a year of 0.396 weeks 

(about 2.8 days). This effect is very small; given a sample mean of 39.147 weeks worked, 

that equates to only a 1.01 percent decrease in weeks worked, on average for the sample. 

Adding year fixed effects made little difference overall; when state fixed effects were 

added, the coefficient on gentrification lost its statistical significance, though it kept the 

same sign and similar magnitude. 

Once again, most of the variables retained the same correlation direction with the 

labor market indicator as in previous models. The main difference was married, which 

became positively correlated but which is not statistically significant. Nonwhite is 

negatively correlated with weeks worked and highly statistically significant, so there is a 

meaningful, substantial effect on work from being nonwhite: holding all other variables 
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constant, being nonwhite is associated with a decrease in weeks worked of 11.46 weeks, 

on average. Being Hispanic, on the other hand, was associated with working 10.05 more 

weeks in a year relative to non-Hispanics, holding all else constant. The addition of state 

fixed effects to the model made the coefficients on gentrification decrease slightly, and 

also caused them to lose their statistical significance, suggesting that the variation I was 

previously attributing to gentrification is actually attributable to differences across states 

in average weekly hours worked.  

Finally, I explore possible differences in these labor supply effects by males and 

females, as differences in family situations and care giving roles affect men and women 

differently.  Traditionally, men are thought to be the “breadwinners” in families, although 

the rise of female-headed households could mean that women have taken to the labor 

force in equal numbers. Regardless, men and women face different barriers to 

employment, tend to work in different industries and occupation, and have different 

reasons for entering the labor market. Looking at them separately can help to understand 

how gentrification may affect men and women differently.  

Table 6 shows the differential effects between males and females of gentrification 

for three different measures of labor force participation. The coefficients on gentrification 

are not statistically significant for either men or women when regressed on weeks worked. 

However, gentrification is shown to have a statistically significantly negative effect on 

women’s participation in the labor market, and a statistically significantly negative effect 

on men’s hours worked. Given this, women are hurt in their probability of entering the 

labor force by living in a gentrifying neighborhood, though the magnitude of the effect is 

quite small; for a 10 percentage point increase in gentrification, there is an associated 
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decrease in probability of employment of 1.67 percentage points, which is only a 2.11 

percent decrease on average. Men, on the other hand, are hurt more in terms of hours 

worked; given a 10 percent increase in gentrification, men have an associated decrease in 

number of hours worked of 0.42 hours, which is a decrease of only 1.09 percent on 

average. This effect is so small as to be negligible; gentrification seems to have a very 

similar effect—that is, a very small one—on men’s and women’s labor market outcomes.  

Coming back to the original question posed—does the existence of gentrification 

affect labor market outcomes for low-educated, working-age residents of urban areas? —

my analysis shows that this is, in fact, the case. The effects, however, are quite small. The 

coefficients on gentrification when regressed with employment, hours worked, and weeks 

worked were all statistically significant; highly so for employment and hours worked. 

These results show that, on average, low-educated, working-age urban residents were 

negatively affected by living in gentrifying neighborhoods over the course of time that I 

studied. In economic terms, a 0.88 percent decrease in hours worked or a 1.24 percent 

decrease in probability of employment is, essentially, negligible. These magnitudes could 

also be small because of the time frame that I studied, which may have been too short to 

capture substantial variation in employment outcomes among this population. 
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Table 3: Marginal effects from probit regression of employment on gentrification 
 (1) (2) (3) (4) 
     
Gentrification -0.000984*** -0.00113** -0.000978*** -0.00111** 
 (0.000273) (0.000478) (0.000273) (0.000478) 
Age 0.0305*** 0.0307*** 0.0303*** 0.0305*** 
 (0.00182) (0.00176) (0.00182) (0.00175) 
Age2 -0.000367*** -0.000369*** -0.000363*** -0.000365*** 
 (2.30e-05) (2.23e-05) (2.30e-05) (2.24e-05) 
High school diploma 0.0917*** 0.0892*** 0.0934*** 0.0908*** 
 (0.00576) (0.00576) (0.00568) (0.00568) 
Some college 0.126*** 0.125*** 0.129*** 0.127*** 
 (0.00532) (0.00528) (0.00535) (0.00530) 
Nonwhite -0.0203*** -0.0232*** -0.0191*** -0.0219*** 
 (0.00607) (0.00452) (0.00611) (0.00452) 
Hispanic -0.000178 0.00882* 0.00165 0.0107** 
 (0.00551) (0.00535) (0.00548) (0.00533) 
Married -0.0153*** -0.0164*** -0.0164*** -0.0175*** 
 (0.00540) (0.00527) (0.00541) (0.00526) 
Number of children 0.0168*** 0.0175*** 0.0166*** 0.0173*** 
 (0.00310) (0.00306) (0.00314) (0.00310) 
Number of children  -0.0409*** -0.0415*** -0.0411*** -0.0417*** 
   under age 5 (0.00278) (0.00278) (0.00276) (0.00275) 
Number of children2 -0.00595*** -0.00594*** -0.00584*** -0.00583*** 
 (0.000667) (0.000657) (0.000679) (0.000668) 
Female -0.150*** -0.150*** -0.152*** -0.152*** 
 (0.00673) (0.00622) (0.00668) (0.00615) 
State Fixed Effects No Yes No Yes 
Year Fixed Effects No No Yes Yes 
     
Observations 70,808 70,808 70,808 70,808 
 Note: Author’s calculations using 2006-2010 March CPS. Robust standard errors clustered at 
the county level in parentheses. Statistical significance denoted as follows: *** p<0.01,  
** p<0.05, * p<0.10. 
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Table 4: OLS regression of hours worked on gentrification 
 (1) (2) (3) (4) 
     
Gentrification -0.0348*** -0.0259* -0.0337*** -0.0251* 
 (0.00990) (0.0136) (0.00969) (0.0136) 
Age 0.952*** 0.947*** 0.945*** 0.940*** 
 (0.0604) (0.0599) (0.0608) (0.0604) 
Age2 -0.0111*** -0.0110*** -0.0110*** -0.0109*** 
 (0.000748) (0.000743) (0.000755) (0.000750) 
High School Diploma 1.669*** 1.655*** 1.717*** 1.704*** 
 (0.192) (0.194) (0.192) (0.194) 
Some College 2.014*** 2.039*** 2.089*** 2.115*** 
 (0.186) (0.189) (0.185) (0.187) 
Nonwhite 0.110 0.0161 0.149 0.0564 
 (0.153) (0.162) (0.153) (0.163) 
Hispanic -0.586*** -0.713*** -0.541*** -0.664*** 
 (0.154) (0.167) (0.154) (0.168) 
Married -0.286** -0.277** -0.296** -0.288** 
 (0.136) (0.139) (0.137) (0.140) 
Number of Children 0.103 0.127 0.102 0.125 
 (0.130) (0.130) (0.131) (0.130) 
Number of Children 0.0195 0.00457 0.0242 0.00909 
   Under Age 5 (0.121) (0.121) (0.120) (0.119) 
Number of Children2 -0.0557* -0.0575* -0.0547 -0.0562* 
 (0.0334) (0.0334) (0.0335) (0.0335) 
Female -5.205*** -5.205*** -5.198*** -5.197*** 
 (0.197) (0.196) (0.195) (0.194) 
Constant 21.66*** 23.12*** 22.36*** 23.79*** 
 (1.248) (1.271) (1.259) (1.290) 
State Fixed Effects No Yes No Yes 
Year Fixed Effects No No Yes Yes 
     
Observations 53,903 53,903 53,903 53,903 
R-squared 0.064 0.066 0.068 0.071 
Note: Author’s calculations using 2006-2010 March CPS. Robust standard errors clustered at the 
county level in parentheses. Statistical significance denoted as follows: *** p<0.01, ** p<0.05,  
* p<0.10. 
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Table 5: OLS regression of weeks worked on gentrification 
 (1) (1) (1) (1) 
     
Gentrification -0.0396** -0.0393** -0.0361 -0.0355 
 (0.0157) (0.0157) (0.0241) (0.0241) 
Age 1.775*** 1.766*** 1.779*** 1.770*** 
 (0.107) (0.107) (0.108) (0.108) 
Age2 -0.0228*** -0.0227*** -0.0228*** -0.0227*** 
 (0.00133) (0.00132) (0.00134) (0.00133) 
High school diploma 7.184*** 7.227*** 7.050*** 7.092*** 
 (0.320) (0.318) (0.312) (0.309) 
Some college 9.254*** 9.321*** 9.161*** 9.230*** 
 (0.350) (0.348) (0.343) (0.341) 
Nonwhite -1.146*** -1.099*** -1.313*** -1.265*** 
 (0.359) (0.362) (0.275) (0.276) 
Hispanic 1.005*** 1.067*** 1.604*** 1.673*** 
 (0.311) (0.311) (0.303) (0.304) 
Married 0.346 0.312 0.284 0.250 
 (0.293) (0.293) (0.285) (0.285) 
Number of children 1.441*** 1.437*** 1.468*** 1.462*** 
 (0.169) (0.171) (0.165) (0.167) 
Number of children -2.277*** -2.279*** -2.313*** -2.315*** 
    under age 5 (0.177) (0.176) (0.180) (0.179) 
Number of children2 -0.410*** -0.407*** -0.406*** -0.403*** 
 (0.0392) (0.0395) (0.0387) (0.0390) 
Female -8.877*** -8.896*** -8.852*** -8.870*** 
 (0.338) (0.337) (0.341) (0.341) 
Constant 5.018** 5.599*** 4.409** 4.985** 
 (2.042) (2.039) (2.212) (2.201) 
State Fixed Effects No No Yes Yes 
Year Fixed Effects No Yes No Yes 
     
Observations 74,699 74,699 74,699 74,699 
R-squared 0.096 0.099 0.101 0.104 
Note: Author’s calculations using 2006-2010 March CPS. Robust standard errors clustered at 
the county level in parentheses. Statistical significance denoted as follows: *** p<0.01,  
** p<0.05, * p<0.10. 



Table 6: Outcomes of interest regressed on gentrification, by sex  
 Employed Weeks Worked Hours Worked 
 (1) (2) (3) (4) (5) (6) 
 Female Male Female Male Female Male 
       
Gentrification -0.00167*** -0.000435 0.00995 0.00648 0.00303 -0.0429*** 
 (0.000624) (0.000546) (0.0163) (0.0122) (0.0173) (0.0162) 
Age 0.0338*** 0.0252*** 0.838*** 0.696*** 0.920*** 0.987*** 
 (0.00266) (0.00150) (0.0715) (0.0658) (0.0841) (0.0710) 
Age2 -0.000399*** -0.000320*** -0.00932*** -0.00811*** -0.0106*** -0.0119*** 
 (3.45e-05) (1.94e-05) (0.000901) (0.000816) (0.00106) (0.000902) 
High School Diploma 0.141*** 0.0483*** 2.690*** 1.197*** 1.907*** 1.497*** 
 (0.00782) (0.00676) (0.313) (0.220) (0.247) (0.245) 
Some College 0.196*** 0.0635*** 3.015*** 1.575*** 2.137*** 2.006*** 
 (0.00763) (0.00657) (0.286) (0.218) (0.265) (0.252) 
Nonwhite -0.00459 -0.0487*** 0.221 -0.554*** 1.078*** -1.042*** 
 (0.00763) (0.00489) (0.187) (0.166) (0.227) (0.215) 
Hispanic 0.00155 0.0141*** 0.376** 0.304** 0.647** -1.661*** 
 (0.0102) (0.00481) (0.189) (0.152) (0.270) (0.210) 
Married -0.108*** 0.0149*** -0.566*** 0.168** -1.983*** 1.125*** 
 (0.00841) (0.00388) (0.178) (0.0842) (0.182) (0.191) 
Number of children -0.00671 -0.00700* -0.595*** 0.228** -1.022*** 0.614*** 
 (0.00527) (0.00401) (0.154) (0.106) (0.181) (0.173) 
Number of children -0.0816*** -0.00253*** -1.763*** -0.0466*** -0.543*** 0.123 
   under age 5 (0.00541) (0.000803) (0.205) (0.0177) (0.181) (0.152) 
Number of children2 -0.00453*** 0.0605*** 0.0487 1.067*** 0.0903** -0.110** 
 (0.00118) (0.00502) (0.0410) (0.128) (0.0417) (0.0481) 
Constant -0.00167*** -0.000435 28.63*** 34.07*** 19.35*** 22.94*** 
 (0.000624) (0.000546) (1.491) (1.377) (1.965) (1.584) 
State Fixed Effects Yes Yes Yes Yes Yes Yes 
Year Fixed Effects Yes Yes Yes Yes Yes Yes 
       
Observations 34,949 35,859 24,974 31,132 24,026 29,877 
R-squared 0.106 0.064 0.042 0.032 0.044 0.043 

Note: Author’s calculations using 2006-2010 March CPS. Robust standard errors clustered at the county level in parentheses. Statistical 
significance denoted as follows: *** p<0.01, ** p<0.05, * p<0.10. Columns 1 and 2 show the marginal effects of probit regression.  
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DISCUSSION OF RESULTS 

 The results of this study show that living in a gentrified neighborhood is associated with 

negative labor market outcomes for my population of interest. At first blush, this would suggest 

that my original hypothesis—that gentrification would positively affect labor market outcomes 

for low-educated urban workers—was incorrect. That assumption, however, obscures several 

mitigating factors that might have contributed to this outcome.  

 The most important of these factors was the economy over the course of the years that I 

selected. The data that I used to estimate these models came from the 2006-2010 CPS, so that I 

could pick up variation in the second time period of my gentrification variable, 2005 through 

2009. I used these data because they were the most up-to-date data sets available, and they 

provide evidence over the recent decade. Unfortunately, the years from which my labor force 

variables were drawn were highly anomalous in terms of employment, as 2006 through 2010 

squarely captured the Great Recession. Though the use of year fixed effects should have 

corrected for some of this, I believe that more needs to be done to address this economic 

situation. Also, the credit and housing crisis might have affected the willingness of neighborhood 

newcomers to buy in areas with high levels of foreclosures. In the future, researchers should look 

at other macroeconomic issues, including controls for foreclosure rates in a neighborhood and 

average interest rates in a time period.  

! According to a 2010 Urban Institute report, 2009 was the worst year in terms of labor 

market performance since the 1940s (Vroman 2010). The unemployment rate that year was 9.3 

percent, and would rise to 9.6 percent by 2010. As Vroman points out, those levels of 

unemployment were only seen previously in 1982 and 1983, when the unemployment rates stood 

at 9.7 and 9.6, respectively, and the Great Recession was also marked by poor performance in  



! 26 

Figure 2: Unemployment rate by year, 1948-2010 

 
Source: Bureau of Labor Statistics, Annual Unemployment Rates  

 

 

long-term unemployment and unemployment rates among men and older workers (Vroman 

2010, Acs 2008). In my data, this effect was compounded by the fact that the recession’s 

negative effects were disproportionately borne by low-educated, minority populations (Sum & 

Khatiwada 2010). Among my sample, 38.3 percent had achieved a high school diploma as their 

highest level of education, and 18 percent were high school dropouts. My sample was also more 

heavily weighted toward minorities: 26.2 percent were nonwhite (counted as Black, Asian, and 

American Indian), and 28.3 percent were Hispanic. Therefore, it is possible that gentrification 

might have mitigated some of the effects of the recession; for this population one might predict 

even worse outcomes than my data have shown.  

Furthermore, the impact of the recession might have blunted the effects of gentrification 

in other ways. During an economic downturn, there is less development overall. Capital does not 

flow as easily; consumers, constrained by tight economic conditions, are less willing to support 

businesses. Economic development takes a backseat as the federal government turns its attention 
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to bolstering the safety net for its vulnerable populations and state and local governments 

struggle to balance increased demand for services at the same time that their tax revenues are 

decreasing.  

The difficulty of measuring gentrification may also have contributed to my findings. 

Many of the previous studies of gentrification were focused on one city, making it easier to 

identify a neighborhood as gentrifying (Freeman & Braconi 2004, Newman & Wyly 2006, 

Marcuse 1986, Vigdor 2002). The complexity of factors that contribute to gentrification may 

prevent it from being easily identified without qualitative observation. Gentrification is thought 

of as neighborhood change, and I based my research off of the demographic indicators of this 

change, but perhaps there is an indefinable other quality to gentrification, or a changing of the 

culture of a neighborhood, that my data did not adequately capture.  

Gentrification also suffers from the lack of a common definition; it is often a “know it 

when I see it” situation. Future research could undertake to define a common set of 

characteristics among a neighborhood and/or its residents as it undergoes gentrification, which 

would help to identify gentrifying neighborhoods at a more macro level. Also, future researchers 

might rely more heavily on neighborhood quality indicators, found in surveys like the American 

Housing Survey, rather than simply demographic data, to get a more holistic picture of the 

gentrification phenomenon. 

 Imprecision of measurement is undoubtedly also factor in my study; McKinnish et al. 

(2010) obtained restricted data at the census tract level in their analysis of gentrification. While I 

had block group level data from the 2000 Census and 2005-2009 ACS, it was necessary for me 

to aggregate this data across counties in order to use it in conjunction with the 2006-2010 CPS. 

By collapsing it across counties, I most likely lost some of the nuance and granularity of the data. 
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While I set standards for the block groups that I would consider gentrified, there was no 

accompanying examination of the other block groups in their county. At the county level, other 

factors may have obscured some of the effects of gentrification that would have been observable 

had I had more granular data.  

 My data was also limited by the short time span that I looked at, which may not have 

allowed for sufficient variation in the factors that I was examining. In order to get block-group 

level data, I used the 2000 Census long form information, but was only able to procure data for 

that small of a geographic area by using the ACS 2005-2009 estimates, which potentially only 

allowed for 5 years of variation. Though low-income communities have a tendency to be highly 

transient, this is, nevertheless, a very short time span to achieve substantial changes in 

neighborhood characteristics. 

 

POLICY IMPLICATIONS 

 The economic heart of this nation is in its 363 metropolitan regions: 86 percent of all jobs 

and 90 percent of America’s annual gross domestic product (Birch 2009). The federal 

government spends billions of dollars annually to fund community development initiatives in 

cities, such as the CDBG—$3.9 billion in 2009—and the Economic Development Assistance 

Project—$307 million in 2007—as well as allocating additional funding through the American 

Recovery and Reinvestment Act. Given this, it is incredibly important that we understand the 

mechanisms that promote economic development so that we can implement policies that 

effectively target and promote growth for low-income populations in distressed areas. 

 While a multitude of studies have suggested that gentrification does not hurt low-income 

residents, and the possibility that it does, in fact, help unskilled workers, it is critical that we get 
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better data with which to study this phenomenon. Better understanding of the forces behind 

gentrification that contribute to better outcomes for residents—assuming they exist—would 

allow policymakers to target economic development initiatives at the factors that would improve 

unskilled workers’ labor market outcomes and lead to better quality of life for those residents. 

With better data collected over time—so as to avoid the limitation of data collected in a  down 

economy—researchers could get a better picture of the true effect of gentrification on different 

living standards for low-income residents, including labor market participation. Any tool to help 

this population, rather than allowing them to displace and passing the buck of helping them break 

the cycle of poverty to their next jurisdiction, should be a welcomed tool for policymakers at all 

levels of government. 

Much of the negative press around gentrification has come from the popular press, which 

reports anecdotal evidence of gentrification causing the poor to displace at the neighborhood 

level. More recent academic study of the phenomenon, however, has shown that displacement is 

not an issue (Freeman & Braconi 2004, Freeman 2005). Nevertheless, to protect against the idea 

of gentrification as a net negative force in neighborhoods, and to protect the culture of a 

neighborhood from changing too dramatically, federal, state, and local governments should 

continue to invest in economic development through programs such as the Community 

Development Block Grant, Empowerment Zones, and Renewal Communities. Each of these 

programs seeks to increase capital and living standards in underperforming communities. 

Protecting housing for low-income residents is also a worthy goal; Section 8 housing vouchers 

are commonly employed in urban areas, but initiatives to increase mixed-income developments 

could also lead to greater opportunities for low-income residents to stay in their communities as 

neighborhoods undergo gentrification. 
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