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INTRODUCTION

Historic buildings are one of the assets that make
communities livable. They provide communities with
a distinctive character and a unique identity. Local
governments can utilize a variety of tools to manage
growth that can erode these assets. One such tool
— and one that is often controversial — is the estab-
lishment of local historic districts.

The establishment of local historic districts and his-
toric district ordinances is often perceived as detri-
mental to the economic interests of property owners.
Many owners believe that property subject to the ad-
ditional restrictions of such ordinances loses value or
is difficult to sell. However, this type of regulation
can enhance the physical integrity and appearance
of individual buildings and the overall area, making
the properties more valuable than those located else-
where in the community.

This report presents the findings of a case study of
the effects of the establishment of the Hollidaysburg
Historic District on the value of properties within and
surrounding the historic district.! Utilizing both com-
parative and trend analyses, changes in property
values in the district are examined.

When Blair County was organized in 1846,
Hollidaysburg was designated the county seat. This
development attracted attorneys and politicians to the
borough. This influx of professionals helped
Hollidaysburg remain vital despite the loss of busi-
ness that occurred when the railroad superseded the
canal as the country’s primary form of long distance
transportation. Although the 1850s and 1860s saw
a decline in population in Hollidaysburg, the 1870s
marked a period of recovery, and the business of the
courts supported Hollidaysburg throughout the nine-
teenth and into the twentieth century.

Early in the twentieth century, transportation again
became important for Hollidaysburg. The Pennsyl-
vania Railroad constructed a large switching yard in
1903, and US 22 was routed through the borough
The resulting railroad, truck, and auto traffic ensured
the continued growth and support of the community

1 The historic district referred to throughout this study is the local historic
district established in 1989 under the Pennsylvania Historic District Act. This
district, which operates in conjunction with a Historic District Ordinance, is
separate from the National Register district, which was established in
Hollidaysburg in 1985

Hollidaysburg is a borough of roughly
5,600 people located a few miles from
the city of Altoona in central Pennsyl-
vania. The town was first laid out in
1796; by 1814 it consisted of several
houses and a tavern. Hollidaysburg
became the main transfer point be-
tween the Pennsylvania Canal and
the Portage Railroad, making it the
gateway to western Pennsylvania.
The canal and Portage Railroad
prompted considerable industrial and
commercial development in the town
in the 1830s, and in 1836
Hollidaysburg was established as a
borough.




THE HISTORIC
PRESERVATIO
PROCESS

In Pennsylvania, in the

The historic district and ordinance were implemented
in Hollidaysburg to preserve the unique architectural
and historical qualities of the borough for the contin-
ued enjoyment and welfare of the residents. The
ordinance helps stabilize the architectural and his-
torical character of the district by providing measures

for reducing the

mid-twentieth century,
attention began to be
focused on the impor-
tance of historic re-
sources existing Iin
communities across
the state and their sig-
nificance in community
identity and quality of
life. The State of
FPennsylvania passed
the Historic District Act
in 1961, giving indi-
vidual municipalities
the power to officially
preserve their heritage
by designating, regu-
lating, and protecting
these resources in cer-
tified historic districts.
The legislation was en-
acted to enhance the
quality of life in the

negative impact of
new development on
the district and its
component buildings.
The ordinance regu-
lates alterations, ad-
ditions, new construc-
tion, and demolition in
the district. In addi-
tion to maintaining the
character and physi-
cal fabric of the com-
munity, an important
objective of historic
preservation pro-
grams, like the one in
Hollidaysburg, is to
promote smart eco-
nomic development.
This process recog-
nizes that historic
character is often per-
manently lost as a

state’s communities
and to protect historic resources for the cultural and
economic benefit of community residents.

In 1989, the borough of Hollidaysburg established a
local historic district and implemented a historic dis-
trict ordinance according to the provisions of the 1961
Historic District Act. The Hollidaysburg Historic Dis-
trict encompasses the central part of the borough. It
contains roughly 400 structures that represent a wide
range of architectural periods and styles illustrating
the development of the borough from its earliest es-
tablishment through the early twentieth century.
These structures range from working-class houses
to mansions built throughout the decades.’

trade-off for short
term development
projects that have little, if any, long term benefit for
the overall community. Through the process of ad-
ministering the ordinance, a partnership is formed be-
tween the community and the local government. This
partnership demonstrates the willingness of both
groups to spend the time and resources necessary
to protect the character and historic integrity of the
town that make the community a unique and desir-
able place in which to live.

2 The boundaries of the local historic district established in 1989 are the
same as those of the 1985 National Register Historic District. National Reg-
ister historic districts differ from local historic districts in that they offer little,
if any, protection for the buildings and other resources included in the dis-
trict




SUPPORT FOR HISTORIC
—— PRESERVATION IN =——=
HOLLIDAYSBURG

Several resources exist in the borough of
Hollidaysburg to support the community's preserva-
tion and economic development initiatives. The
Hollidaysburg Historic District Homeowners’ Manual
was published in 1994 to explain the historic preser-
vation ordinance to residents and to outline some of
the options available for dealing with the maintenance
and alteration of historic buildings in the borough.
The manual promotes a deeper understanding and
broader appreciation of the architectural significance
of the borough’s buildings, and focuses on mainte-
nance as an important step toward retaining integ-
rity. The manual continues to be distributed to prop-
erty owners in the district and remains a useful tool
for preservation projects.

A walking tour bookiet of the district has been pro-
duced by, and is available from, Historic
Hoflidaysburg, Inc. Organized in 1981 as the Blair
Foundation for Historic Hollidaysburg, this nonprofit
organization is dedicated fo historic preservation and
community rejuvenation in the borough.
Hollidaysburg also enjoys the benefits of an active
Main Street Program, which operates under the name
of the Hollidaysburg Community Partnership. Head-
quartered on Allegheny Street, this program is a suc-
cessful joint effort of the State of Pennsylvania, the
merchants of Hollidaysburg, and the borough gov-
ernment. The borough also supports an active His-
toric Architecture Review Board (HARB). The Board
meets once or twice a month, depending on the time
of year, to review plans for proposed construction,
renovation, or demolition in the historic district. The
Board recommends its approval or denial of each
proposal to Borough Council, and works closely with
applicants to meet the everyday challenges of pre-
serving historic buildings in today’s modern world.
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THE STUDY

STUDY
METHODOLOGY

Property values are a function of a number of fac-
tors, including neighborhood characteristics, acces-
sibility characteristics, and amenity variables, such
as noise levels and air quality (Feller and Nelson,
1973). Each of these factors can affect property val-
ues positively or negatively. Through comparative
analyses, this study examines one factor — the es-
tablishment of the Hollidaysburg Historic District —
on property values in Hollidaysburg.

This study uses the methodology outlined in the Na-
tional Trust's The Economic Benefits of Preserving
Community Character A Practical Methodology. Spe-
cifically, it is based on the chapter entitled Estimating
the Benefits of Real Estate Market Activity, which at-
tempts to isolate and measure the effects of a local
historic district on property values. Other important
elements of the methodology are listed below.

- The methodology outlined by the National Trust rec-
ommends using tax assessment data or Multiple
Listing Service (MLS) data for comparison pur-
poses. MLS data were used for this study.

+ Residential sale prices were obtained from the MLS
data. The MLS lists all the real estate activity that
has occurred, by year. Because most Blair County
realtors belong to the MLS, this is the best source
of information on property values in Hollidaysburg.

+ The Hollidaysburg Historic District was established
in 1989. That year, five-year intervals before and
after that year, and the most recent complete year
were chosen as the years on which to gather data.
Consequently, the years studied are: 1984, 1989,
1994, and 1996. Examination of MLS data for
these years allows summary changes in property
values to become evident

Based on the type and amount of data available,
two groups of houses were compared. One group
was located within the historic district boundaries.
The other group was located outside the district

boundaries (Available data did not allow the com-
parison of individual structures over successive
years.)

+ All house sales that occurred within the borough
were recorded for the indicated years, thus elimi-
nating the need for sampling.

« Information obtained from MLS data included. lo-
cation and address, sales price, square footage,
and age. Forthe listings that did notinclude square
footage or age, this information was obtained from
the property record cards in the Blair County Tax
Assessor’s Office.

- Obtaining the square footage of the houses allowed
for the comparison of the price per square foot
(Only actual living space was used when calculat-
ing square footage.)

- 124 residences are represented in this study. 24
are located within the historic district; 100 are lo-
cated in the borough, but outside the historic dis-
trict boundaries. Despite the low number of prop-
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erties studied, the data represent all the sales that
oceurred during the selected years and is sufficient
to show trends in the housing market for
Hollidaysburg.

« The MLS does not include information on owner-
sold homes; the number of owner-sold homes in
Hollidaysburg was determined to be insignificant
and should not have an impact on the findings.

- The MLS does not include information on non-
member, realtor-sold homes. However, the major-
ity of Blair County realtors belongs to the MLS, mak-
ing it the best source of data for this study.

. To control for as many outside factors as possible,
the data were stratified and analyzed by four cat-
egories:

+ Age,

+ Size,

+ Multiple sales, and
» Location.

RESULTS

The data from the MLS indicate that there has been
an increase in property values in the historic district,
along with the rest of the borough. Property values
in the borough, excluding the historic district, have
increased steadily since 1984. The property values
in what is now the historic district declined between
1984 and 1989 (the date of historic district establish-
ment), but have increased steadily since then.

Median house prices for properties
that did not have multiple sales
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When comparing the percent change in average
house sales price, the trends are most striking. The
percent change in sales price of houses in the his-
toric district quadrupled, whereas the same figure for
the rest of the borough declined over the study pe-
riod. Between 1989 and 1994, in the historic district,
the average house sales price increased 32 percent;
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between 1994 and 1996 the price increased 68 per-
cent. Outside the district, between 1989 and 1994,
the average house sales price decreased 18 percent,
between 1994 and 1996, it decreased 27 percent.
See Graph 1. In addition, the average and median
sales prices and prices per square foot for houses in
the historic district have increased steadily, with the
biggest gains being realized between 1994 and 19962
See Graphs 2, 3 and 4.
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AGE

Houses constructed prior to 1911 were identified both
inside and outside the historic district, then sales
prices were compared for these substantially similar
houses. This age category was chosen because it
includes sufficient numbers of houses inside and out-
side the district to make comparisons. The resulting
trends support those illustrated in the overall data.
See Graphs 5 and 6.

Graph 5 indicates that median property values for
houses constructed prior to 1911 inside the historic
district have increased since 1989. In 1996, the his-
taric district almost equaled the rest of the borough in
median house prices for this age category. The me-
dian house price for the histaric districtincreased from
$25 450 in 1984 to $61,100 in 1996, and the median
price far the rest of the borough increased from
$28,500 in 1984 to $61,500 in 1996. The borough
has increased consistently since 1984, whereas the
historic district had the majority of its increase be-
tween 1984 and 1996.
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Graph 6 compares average prices per square foot
for houses constructed prior to 1911 inside and out-
side the historic district. Houses in the historic dis-
trict increased from $25.93 per square foot in 1984
to $38.05 per square foot in 1996. This change in-
cluded a drop in price per square foot from 1984 to
1994, then a sharp rise from 1994 to 1996. Houses
in the rest of the borough have risen consistently in
price per square foot, from $19.63 in 1984 to $41.17
in 1996.

The patterns shown in Graphs 5 and 6 are similar. in
the older houses, which are most representative of
the historic district, substantial gains in property val-
ues occurred between 1994 and 1996, resulting in
median house prices and prices per square foot within
the historic district aimost equaling those of the rest
of the borough.
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LOCATION

The possible effects of location were studied to see if
the historic district was having any effects on the
houses closest to its boundaries. Only those houses
located within two blocks of the historic district bound-
aries were considered in this part of the study. Graphs
7 and 8 illustrate the resulting trends. The median
price for houses outside of, but close to, the historic
district increased steadily from $28,000 in 1984 to
$80,250 in 1994, and then dropped to $72,000 in
1996. The median price for houses in the historic
district dropped between 1984 and 1989, and then
increased substantially from $30,000 in 1994 to
$72,000 in 1996.




With regard to average price per square foot, the
trends are nearly the same. The average price per
square foot of a house within two blocks of the his-
toric districtincreased consistently from 1984 to 1994,
then remained steady between 1994 and 1996. The
price for houses inthe historic district dropped at first,
then rose from $25.63 in 1994 to $38.07 in 1996.
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MULTIPLE SALES

Because a property that has a high turnover rate might
not be representative of the general housing stock
due to artificially inflated values, non-representative
location, or other factors, houses thatwere sold more
than once in the selected years (known as multiple
sales) were eliminated from the study. The gliminated
properties included two houses in the historic district
and eleven houses outside the district.

Median house prices for properties
that did not have multiple sales
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With muitiple sales eliminated, the median price of a
house in the historic district rose consistently from
$26,000 in 1984 to $58,450 in 1996. The median
house values for the rest of the borough increased
constantly until 1994, when they declined slightly. See
Graph @ for a summary of these data.

Graph 10 illustrates the price per square foot for
houses in and out of the historic district, with muitiple
sales eliminated. The historic districthas expenenced
a constant increase in this value from 1989 to 1996
with the price per square foot increasing from $24.87
to $38.07. The houses in the rest of the borough
increased in price per square foot, reaching $57.70
in 1994, when the price dropped about five dollars
per square foot between 1994 and 1996.
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SIZE

House size is an important factor that can affect prop-
erty values. To avoid comparing very small houses
with very large houses, the study properties were ar-
ranged into categories by square footage. The study
categories include; 1) Houses under 1,000 square
feet in area; 2) Houses between 1,000 and 2,000
square feet in area; and 3) Houses over 2,000 square
feet in area. The historic district and the rest of the
borough had dissimilar numbers of houses in the first
and third categories; consequently, the 1,000 to 2,000
square foot category, which had sufficient numbers
of representative houses in both areas fo make an
effective comparison, was used.

Graphs 11 and 12 summarize the findings of the size
comparison. Houses of 1,000 to 2,000 square feet
in area within the historic district have increased con-
sistently in both median house price and price per
sqguare foot since 1984, with the median price climb-
ing from $24,900 to $58,450 and the price per square
footincreasing from $19.04 to $38.07. Houses of this
size range located outside the district experienced
increases in median house prices until 1994, when a
slight drop occurred., The price per square foot for
houses outside the district in this category has been
constantly increasing since 1984, with a minimal in-
crease between 1994 and 1996.

For additional summaries of the changes in property
values that have occurred, see the graphs in Appen-
dix 2.
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SUPPLEMENTARY
STUDIES

Trend analyses were conducted to supplement and
corrohorate the resuits of this study. Analyses uti-
lized the Hedonic Pricing Technigue and the Random
Choice Model Technique. These studies indicated
that, as household income rises, households remain
in the area. This trend is uniike that commonly found
in similar communities, where households with in-
creasing income tend to move out of the area. These
findings suggest that historic preservation has been
a successful neighborhood revitalization, and possi-
bly, an economic revitalization, tool in the borough.
One can expect that, as household income increases,
improvements are more readily made to residences
and property values increase. See Appendix 1 for
details on these studies.

3 The average sale price is the mean price. The median sale price is the
price that falls in the middle of the series of prices, so that half of the prices
are lower, and haif of the prices are higher. To illustrate the difference be-
tween average and median, suppose five persons have wages respectively
of $3, $4, $5, $7, and $11. The median wage is $5; the average wage is $6.

4 Some consiruction dates have been approximated based on Sanborm maps.
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SUMMARY & RECOMMENDATIONS

SUMMARY

The comparative and trend analyses of this study
shows a positive relationship between the establish-
ment of the Hollidaysburg Historic District and prop-
erty values in the district. Before the establishment
of the Hollidaysburg Historic District in 1989, prop-
erty values in the area of the district were declining.
The data also show that, in the historic district, there
was a decrease in property values between 1984 and
1989,

The data show that, since 1989, property values have
increased in the historic district, with the most sub-
stantial gains being realized between 1994 and 1996.
The rest of the borough has also experienced con-
stant increases in property values, but not as dra-
matically as has the historic district. These trends
are constant across the data and are visible in aver-
age (mean) house sales price, in percent change in
average house sales price, in median house sales
price, and in price per square foot. This finding is
further supported by analyses based on age and size.

The data consistently show that, since the establish-
ment of the historic district, and especially since 1994,
the property values of houses within the Hollidaysburg
Historic District have increased. This finding sug-
gests that the establishment of the historic district
has helped reverse a decline in this part of
Hollidaysburg.

Supplementary trend analyses conducted suggest
that the establishment of the historic district has cre-
ated another related economic benefit. The data
show that as household income increases, house-
holds are remaining in the area. This trend is pre-
dicted to continue, and its continuation would likely
see physical improvements to individual properties,
with resultant increases in property values and house
sales prices. This trend would also support the
broader economy of the overall borough, thus show-
ing an additional benefit of historic preservation and
historic district establishment in Hollidaysburg.

In conclusion, this study did not support the claim that
the establishment of the historic district would lessen
property vaiues. !t has shown that the establishment
of the Hollidaysburg Historic District has had a posi-
tive effect on the value of property in the district. And
the study predicts that the district will continue to posi-
tively benefit the economy of Hollidaysburg into the
future: Conseqguently, the establishment of the his-
toric district can be viewed as a significant step in the
physical and econormic revitalization of the borough
of Hollidaysburg.

— RECOMMENDATIONS —=

Although the best available data were used, a more
definitive study could be accomplished by utilizing
current tax assessment data. Such data would give
a reliable, consistent measure through time, so that
individual structures could be tracked and compared
overthe years. ltis the recommendation of this study
that the analysis be repeated using the National Trust
for Historic Preservation methodology once Blair
County completes an updated tax assessment.
(There has not been a tax assessment in the county
since the 1950s.) This method would provide for the
use of a random sample of representative structures
and, consequently, a more definitive study overall.




SOURCES

Allegheny-Highland Association of Realtors, Sold List-
ings. 1996, Vol: January 1-December 31. Pages 92-
127. Risco Publishing, Inc. 11205 W. 78" Street, Lenexa,
KS 66214.

Altoona-Blair County Multiple Listing Service, Compa-
rable Listing Digest. 1989: July-September, pgs. 19-
28, 36-37. October-December, pgs. 25-34, 45-50. 1890
January-March, pgs. 20-29, 35-38. Systems Engineer-
ing Incorporated, PO Box 8742, Greensboro, NC, 27419

Altoona-Blair County, Multiple Listing Service: Compa-
rable Activity Digest. 1984; Vols.,1: Jan-March, pgs. 8-
12. 2:April-June, pgs. 33-44. 3:July-September, pgs.
29-40. 4:October-December, pgs. 29-43. 1985; Vol.
1.January-March, pgs. 32-33. 1989; Viols. 981: Janu-
ary-March, pgs. 14-20, 26-28. 982: April-June, pgs. 21-
31, 39-41, Offutt Publishing inc., PO Box 21288,
Greensboro, ND, 27420.

Blair County Courthouse, Tax Assessor’s Office. Prop-
erty Record Cards for Hollidaysburg, PA.

Blair-Bedford Association of Realtors, Inc., Multiple List-
ing Service. Sold Listings, January 1, 1994- December
31, 1994, pgs. 115-167, 211-238. The Haverford Group,
Inc. 3421 Sawmill Road, PPO Box 377, Newtown
Square, PA 19073,

BonData. Blair County BonData Book. April 1897.
BonData, 245 West High Street, Hummelstown, PA
17036-2004.

Borough of Hollidaysburg, Pennsyivania. Sanbom Fire
Insurance Maps. Availabie from Pattee Library at the
Pennsylvania State University, University Park, PA.

Borough of Hollidaysburg, Pennsylvania. Zoning Ordi-
nance No. 844, as amended, Adopted July 6, 1989.

Borough of Hollidaysburg, 401 Blair Street,
Hollidaysburg, PA, 16648.

Dwight, Pamela (ed.}). Landmark Yellow Pages. 1993,
The Preservation Press.

Feller, irwin and Nelson, Jon P. Economic Aspects of
Noise Pollution. The Pennsylvania State University In-
stitute for Research on Human Resources Center for
the Study of Science Policy. April 1973. University Park,
Pennsyivania, 16802,

Historic Hollidaysburg, inc. Historic Hollidaysburg Walk-
ing Tour, 1992.

Lefevre, Michei R. A Manual for Pennsylvania Historical
Architectural Review Boards and Historical Commis-
sions. 1997,

Leithe, Joni L., Muller, Thomas, Petersen, John. E.,
Robinson, Susan.. The Economic Benefits of Preserv-
ing Community Character: A Practical Methodology.
1991. Center for Policy Studies, National Trust For His-
toric Preservation. 1785 Massachusetts Avenue, NW,
Washington D.C., 20036.

Fickart, Margaret. Personal Communication, July 30,
1997.

Rypkema, Donovan. The Economics of Historic Pres-
ervation: A Community Leader's Guide. 1994, The Na-
tional Trust for Historic Preservation. 1785 Massachu-
setts Avenue, NW, Washington D.C., 20036.

The Pennsylvania State Data Center, Penn State Har-
risburg. Census of Population and Housing, 1990: Sum-
mary Tape File 1. Prepared January, 1997.

The Pennsylvania State Data Center. 1895 Pennsylva-
nia County Data Books for Bedford, Blair, Cambria, and
Huntingdon Counties. Institute of State and Regional
Affairs, Penn State Harrisburg, 777 W. Harrisburg Pike,
Middletown, PA, 17057-4808.

U.8. Bureau of the Census. County and City Data Book:
1994. Washington, D.C., U.S. Government Printing Of-
fice, 1994,

10




APPENDIX 1
SUPPLEMENTARY STUDIES

A-1



[V [ P rr——— ——

A-2



EFFECTS OF AN HISTORIC DISTRICT
ON RESIDENTIAL PROPERTY VALUES:
HEDONIC PRICING TECHNIQUE AND RANDOM CHOICE MODEL

Mark D. Agee, Ph.D.
The Pennsylvania State University, Altoona Coliege

1997

Observations from the Hedonic Price Technique

Economic theory has long recognized that seme characteristics of land, such as environmental, aesthetic, or
historical qualities, may affect the productivity of land either as a producer’s good or as a consumer's good.
Where this is so, the structure of land rents will reflect these exogenously determined differentials. Rent
differentials will be equal to land productivity differentials where the fand is used as a producer’'s good,
whereby competition and the mobility of users eventually eliminate above-normal profits. But, where the
principal use of iand is as a consumer good, such as personal housing services, the differences in individual
preferences among households may resultin some households reaping economic benefits by occupying the
land at a price which is less than their maximum willingness to pay for it--at the same time as no other
household is willing to outbid them to occupy that parce! of land.

These results from classical rent theory have, since the mid-1960s, aroused considerable interest among
economists in the possibility of using land rent or land value information for residential properties to measure
the benefits to communities brought about by changes in various residential characteristics. More recently.
several researchers have designed empirical studies as applications of whatis now called the Hedonic Price
Technique to assess the vaiue of changes in residential attributes such as, for example, the effects of an
historic district on property values in Hollidaysburg.

The basic theory of hedonic price estimation assumes that individuals maximize their welfare from purchases
of goods and services, including housing services, with a limited money income. A cross section of land
purchases at given prices thus reflects the tradeoffs each individual is willing to make concerning the amenity
services each location may provide. Any large area has in it a wide variety of sizes and types of housing with
different locational, neighborhood, and environmental characteristics. An important assumption of the
hedonic technique is that an urban area as a whole can be treated as a single market for housing services.
individuals must have information on all (or most) alternatives and must be free to choose a housing location
within their budget anywhere in the urban market. Households can alter the tevel of any characteristic by
finding an alternative location alike in every respect but offering more of the desired characteristic. it mustbe
assumed that the housing market is in equilibrium, that is, that all households have made their welfare
maximizing residential choices given the prices of alternative housing locations, and that these prices just
clear the market given the existing stock of housing and its characteristics.

Given these assumptions, the price of the ith residential location, P, can be taken to be a function of the
characteristics of that location. in other words,

P =P(S, N,
where S represents structural characteristics such as square footage and age of the house, and N, represents
neighborhood characteristics such as whether the house lies within a historic district. [f the above equation
is estimated for an urban area using cross sectional data on housing prices, the partiai derivative with respect
to any of its arguments, for example N, gives the implicit margina! value of that characteristic, that is, the

additional amount or value that is attached by the average household to move to an area with that particular
characteristic.
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Table 2 provides a log linear estimate of the rent gradient function for Hollidaysburg Borough from a sampie
of 137 households. Variable names, definitions, and descriptive statistics of ail variables are presented in
Table 1. Structural characteristics used in the Table 2 estimates include the age and square footage of the
house, and a dummy variable indicating whether or not the house lies within the Hollidaysburg Historic
District. An interaction variable is also included to measure changes-in historic district rents over time.

Resuits indicate that there is no statistically significant effect, either positive or negative, of the historic district
an property values for the Hollidaysburg area. This is evidenced by the low t-values of the variables HIST-
DIST and HIST-DIST*TREND in Table 2. The estimated rent gradient function does indicate a statistically
significant positive association between house price and square footage and a negative association between
house price and age--results that are consistent with numerous other hedonic property value studies.

If the question of statistical significance is set aside, the combined effect of the variables HIST-DIST, and
HIST-DIST*TREND indicate that the rent gradient within the Hollidaysburg Historic District is rising over time;
more specifically, between 1984 and 1996 housing prices rise approximately $1025 1996 doliars per year.

Observations from a Random Choice Model

In order to shed more light on individuals' perceptions of the quality of housing within the historic district
between 1984 and 1996, a random utility model based upon buyers' observed house purchases for that
period can be applied to the data in Table 1. The basis of the random utility (or welfare) model is that each
individual faces a number of alternatives from which one must be chosen. Here, the problem of interestis to
analyze an individual's probability of purchasing a home within the Hollidaysburg historic district conditional
upon characteristics of the available alternatives [homes] in the area and of the individual decision-maker
(most importantly, personal income). To model individual decision-making, we wiil assume the existence of
an “average"” decision-maker, and that this “average” individual (say individual i) derives welfare, W”, if the jth
alternative [house] is purchased, and that W, can be expressed as the linear function,
W = x[3,

where x_represents a list of observations on variabiells thgt are specific to the jth alternative (e.g., square
footage and age of the house), and the ith individual. The parameter list 3 is assumed to be constant across
the entire popuiation.

In order to separate out the individual from the average, a stochastic component is added to the "average’
welfare so that the welfare derived by the ith individual from the selection of the jth house is
W =xRkR+e
. . A T L
where e, is a random variable. The usual justifications for the addition of e;s are made, namely that e,
represents the combined effects of unobserved factors and random individuat behavior.

If each individual is a welfare maximizer, the estimated probability that individual i will select a home in the
Hollidaysburg historic district, h, versus a home outside the district, o, is given by
P, = Probability{U, > U }.

The explanatory variables used to estimate this relationship, given by P, = x 8, represents the ith individual's
conditional welfare (i.e., conditional choice demand) for the particular (hth) house in question. This estimated
probabifity, which includes the house selling price and measures of personal income, also provides
information on individuals’ income elasticity of demand for housing. For instance, if the income elasticity of
demand for housing is found to be negative (which is sometimes the case for lower income neighborhoods)
the housing location may be considered an “inferior good,” in the sense that as personal income levels rise,
area residents substitute their demand for housing away from that location to alternative locations.

Table 3 displays the estimated probability of an individual purchasing a home within the Hollidaysburg Historic
District from the sampie of 137 Hollidaysburg area households between 1984 and 1996. Included in the
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estimated equation are the age and square footage of the house, selling price, and huyer income measured
by 1996 median household income levels by census tract for Hollidaysburg Borough. Probability estimates
were obtained using a binary probit model and are based on the assumption that the stochastic &8 have a
multivariate normal distribution. The variable in Table 3 denoting personal income (INCOME) is negative and
statistically significant, suggesting a negative income elasticity of demand for housing located within the
historic district. This finding isn’t surprising given the sizable number of lower income households which
currently reside in the district. However, there appears to be a significant frend away from this negative
income elasticity for the years 1884 to 1996, as evidenced in Table 3 by the interaction term
INCOME*TREND. This term is positive and statistically significant, indicating that homes within the historic
district have a time increasing income elasticity of demand (approximately 2.5 percent per year between 1984
and 1996). If this predicted trend continues, the historic district can expect to attract ever higher income
households over the next several years.

Tanle 1
Acronyms, Definitions, Sample Means and Standard Deviations (N = 137)

Acronym Definition Mean Standard Deviation

Endogenous Variables

HIST-DIST House purchased lies within 0.182 0.388
the Hollidaysburg Historic
District: 1=yes: 0=no.

House Variables

PRICE Selting price of house in 55.507 27.464
thousands of nominal dol-
fars.

SQFOOT Total square footage of the 1438.20 511.34
house.

AGE Age of the house in years in 72.139 29.113
1996.

Household Variables

INCOME Median income of 24.08 4.856
Hollidaysburg Borough
househoids by census tract
in thousands of 1996 doi-
tars.

TREND Number of years prior {0 587 22.0
1996 the home was sold
(e.g., 1984 = 12).
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Table 2
Ordinary Least Squares Estimates
of the Hollidaysburg Area Rent Gradient Function

Dependant Variable?

Explanatory Variable log{PRICE)
log(SQFOOT) 0.75682™
' (7.021)
log(AGE) -0.3748™
(-5.124)
HIST-DIST -0.1138
(-0.751)
HIST-DIST*TREND -0.0220
(-1.030)
Degrees of Freedom 137
Log-Likelihood -82.76
i_og-Likelihood at Zero -114.10
Chi-Squared (4) 62.67

t-statistics are in parentheses.

""Significant at the 1 percent level.




Table 3
Probit Estimates of the Probability
of a Home Sale within the Hollidaysburg Historic District

Dependant Variable®

Explanatory Variable HIST-DIST
Constant 0.1608
(0.184)
PRICE -0.0088"
(-2.304)
INCOME -0.87217
(-2.203)
SQFOOT 0.0003
(1.555)
AGE 0.1744"
(1.920}
INCOME*TREND -0.003"
(-2.417)
Degrees of Freedom 137
l.og-Likelihoad -45.58
l.og-Likelihood at Zero -65.09
Chi-Squared (5) 39.04

at-statistics are in parentheses.

“Significant at the 5 percent level.

Mark D. Agee is an Assistant Professor of Economics at the Pennsylvania State University in Altoona,
Pennsylvania. He holds a B.A. in Economics (1984) from the University of California and a Ph.D. in Econom-
ics (1991) from the University of Wyoming.
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A greater understanding of the residential buildings of Hollidaysburg may be obtained by examining the
housing conditions in communities surrounding the borough. The following tables present a summary of
housing conditions for Hollidaysburg and surrounding communities, and provide information on total hous-
ing units, median housing value, and median rent. Statistics for Blair County provide a regional perspective.
U.S. Census data were used for this comparison; however, not all of the 1990 census data categories for

housing information were used in the 1980 census, making some data unavailable for 1980. Although the

Table 1
Total Housing Units

Location 1980 1890
Blair County 52050 54349
Altoona 22474 22698
Logan Township - 4770
Allegheny Township - 2832
Frankstown Township - 2807
Tyrone Borough - 2524
Hollidaysburg Borough - 2385
Blair Township - 1577

Roaring Spring Borough 1089

Table 2
Median Housing Value
(for owner occupied housing units)

Location 1980

Frankstown Township $74,800
Blair Township $57,100
Allegheny Township $56,800
Hollidaysburg Borough $51,000
Logan Township $49,000
Roaring Spring Borough $41,600
Blair County $41,100
Tyrone Borough $34,000
Altoona $31,600




Table 3

Median Rent
Location 1990
Frankstown Township $433
Allegheny Township 3306
Blair Township $305
Logan Township 5276
Hollidaysburg Borough $271
Blair County - %224
Roaring Spring Borough 5219
Altoona 35218
Tyrone Borough $173

Although the census data are not for the current year, a broad picture of how Hollidaysburg compares with
surrounding commmunities can be obtained. Table 1 shows that Hollidaysburg is relatively small, with the
third fewest total housing units. Table 2 indicates that Hollidaysburg has a fairly high median housing value
of $51,000. Table 3 iilustrates that Hollidaysburg ranks at the mid-point for rent prices in the area.

Table 4
Median Household Income
for Hollidaysburg Borough
(Census Tract 112)

Block Group Income

1 $28,041
$25,405
$17,262
321,696
$12,727
$30,962
$23,556
$26,806
$31,944
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