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Executive Summary
This study serves as a companion piece to the Wallace and Tsivadze (2013)
report to the District of Columbia Tax Revision Commission. While Wallace and
Tsivadze (2013) discussed the aggregate fiscal architecture of the District and its
impact on the tax revenue base this report identifies 18 transitioning neighborhoods
in the District of Columbia (as shown in the following map), and examines them for
the time period 2000/2001 and 2010 using the following categories:
1. Demographic: age, housing tenure and income tax filing status
2. Economic: median income by quintile, residential and commercial
property values by property type
3. Fiscal: effective neighborhood tax rates and neighborhood tax burdens.
The transitioning neighborhoods are defined as neighborhoods that had
median property value and federal adjusted gross income below the citywide
median in 2001 but experienced the greatest relative increases in income and home
values in the city as of 2010. For analytic purposes, this paper divides the city into
two large geographic areas: transitioning neighborhoods and all other
neighborhoods. Extensive comparative analyses are conducted for these two areas
of the city for years 2000/2001 and 2010. Analyses include changes in residential
and commercial property values, demographics, housing tenure, effective tax rates,
and tax burdens.
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Transitioning Neighborhoods in DC (2001-2010)
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The comparative analyses of these two areas of the city for 2000/2001 and
2010 was undertaken to assess changes in residential and commercial property
values, individual adjusted gross income, demographics, housing tenure, effective
tax rates, and tax burdens. Based on this work, the report makes five major
points:
1. While the population of the transitioning neighborhoods remained at
approximately 50 percent of the city’s population from 2000 to 2010, the
composition of the transitioning neighborhoods population changed
considerably:
o The population of the 14 and under age cohort declined more in
transitioning neighborhoods than in all other neighborhoods.
o The population between the ages of 24 and 35 grew more in
transitioning neighborhoods than in all other neighborhoods.
2. While the transitioning neighborhoods’ share of the city’s income (defined as
the federal adjusted gross income) stayed flat at approximately 18 percent
from 2000 to 2010, the composition of income earners changed
considerably:
o The transitioning neighborhoods gained 20,451 new individual income
tax filers over the study period, of whom 93 percent were single filers.
o The data suggest that the new individual income tax filers in
transitioning neighborhoods account for the top 20 percent of all filers.
These individuals make no less than $54,000 per year, and had an
average income of $90,106 in the transitioning neighborhoods.
o Individual income taxes paid by the top 20 percent of income tax filers
in the transitioning neighborhoods grew faster than the individual
income taxes paid by the top 20 percent of filers from all other
neighborhoods.
o Individual income taxes paid by the bottom 80 percent of income tax
filers in the transitioning neighborhoods grew slower than the
individual income taxes paid by the bottom 80 percent of filers from all
other neighborhoods.
3. The transitioning neighborhoods experienced a significant change in
residential property type from 2000 to 2010:
o The data suggest that many of the city's new filers live in the
transitioning neighborhoods, and own a large share of the 10,328 new
single family housing units, of which 71.7 percent were condos.
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4. The transitioning neighborhoods experienced a changes in neighborhood tax
burden and average effective tax rates:
o Real property taxes as a share of total tax burden was higher for
transitioning neighborhoods in 2010 and also was considerably higher
than the comparable rate for all other neighborhoods.
o Several property and income tax policy changes (i.e. lower tax rates,
higher credits and deductions) caused the average effective tax rates
for all taxpayers to decline in 2010 relative to rates in 2001.
5. Because the above demographic and economic trends took place at a faster
rate in the transitioning neighborhoods than the rest of the city, it is
estimated that the District gained an additional $76.6 million in income and
property taxes in 2010.
In conclusion, the District’s current tax structure seems to have been able to
extract additional tax revenue from the transitioning neighborhoods roughly in
proportion to the growth in income and property values. Further analysis and
research is suggested to evaluate the economic and fiscal status of residents in the
bottom 80 percent (by AGI) of transitioning neighborhoods. In particular, it is
important to determine how these individuals are faring in the midst of the higher
cost of living and the influx of over 44,000 new residents. This study and the
outcome of the suggested additional research will likely assist policy makers to
better assess how well the city's current public policies are effecting and responding
to the demographic and economic changes identified within this paper.
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Introduction
From a fiscal perspective, the 2000s were an eventful decade for many major
American cities. The decade started with a bursting of the technology bubble, 9/11
and an economic recession. By the middle of the decade, the surge in housing
prices, along with the decline in wages gave way to a housing bust, a global
financial collapse, and the "Great Recession". While these events had various and
diverse fiscal effects on most major cities, the District of Columbia appears to have
weathered the decade such that it is considered one of the most thriving cities in
America (BEA 2011, Economic Growth Across States). According to the Brookings
Institution, the District of Columbia was the only major center city in the country
that added jobs relative to its surrounding suburban jurisdictions between 2000 and
2010 (Brookings Institution, 2013). This finding counters the national trend of job
sprawl - relocating city jobs outside the city (Brookings Institution, 2013).
Most analyses that describe the dramatic change that has taken place in the
District of Columbia center on the 85,000 jobs gained in the city over the past
decade, of which 70 percent were private sector jobs. Since 1950, the general trend
was for the city to continuously gain jobs but lose residents. However, things were
different in the 2000s. While the number of jobs continued to increase by an
additional 8.4 percent between 2000 and 2010, the city’s intercensal population
increased by 5.2 percent, the first time in 60 years. This transformation is most
notably observed throughout the city amongst the numerous neighborhoods that
have transitioned from relatively low-income neighborhoods with scant retail
activity to much higher-income neighborhoods replete with additional neighborhood
amenities and more retail options. While there have been many studies that
analyzed the job growth aspect of the city, there is little economic analysis of the
city’s considerable demographic change and its effect on the city’s public finances.
More recently, Wallace and Tsivadze (2013) in a report to the District of Columbia
Tax Revision Commission discussed the aggregate fiscal architecture of the District
and its impact on the tax revenue base. The work by Wallace and Tsivadez (2013)
made the case that future research is needed on the micro level to identify
demographic and economic trends in the District and its impact of the tax revenue
system. This study helps to fill that gap in the literature, by examining the key
demographic and economic elements of the city’s evolution in the 2000s, from a
neighborhood perspective.
More specifically, this paper analyzes the city’s individual income and real
property taxpayer data for 2001 and 2010 and census data for 2000 and 2010 in
order to accomplish four objectives:
1) Identify the city’s transitioning neighborhoods;
2) Identify the economic and demographic trends in these neighborhoods;
7

3) Determine the impact of these transitions on the District’s individual
income and real property tax collections in 2010; and
4) Assess whether the city’s individual income and real property tax policies
capture the changes occurring in the District's tax base.
For this paper, transitioning neighborhoods are defined as neighborhoods
that had median property value and federal adjusted gross income below the
citywide median in 2001 but experienced the greatest relative increases in income
and home values in the city as of 2010. For analytic purposes, this paper divides
the city into two large geographic areas: transitioning neighborhoods and all other
neighborhoods. Extensive comparative analyses are conducted for these two areas
of the city for years 2000/2001 and 2010. Analyses include changes in residential
and commercial property values, demographics, housing tenure, effective tax rates,
and tax burdens.

The Study's Approach
Many researchers have investigated transitioning neighborhoods in various
parts of the country, and they typically define these neighborhoods in terms of
relative income changes over time and within a particular study area. The
geographic scopes used in the economic literature range from census tracts
(particularly in urbanized areas) to nationwide pooled metropolitan statistical areas
(MSAs). However, the census tract is the most common geographic unit of analysis
and is generally considered a statistical proxy for authentic neighborhoods.
Identifying Transitioning Neighborhoods
Fogarty (1977) was the first to empirically identify transitioning
neighborhoods. In his study, Fogarty looked at median family income in Pittsburgh,
Pennsylvania between the years 1960 and 1970. He restricted his analysis to
census tracts with median family income below the city median income in 1960,
and further divided these neighborhoods into four income categories: 40-59
percent, 60-79 percent, 80-89 percent, and 90-100 percent of the 1960 city
median. He found that by 1970 transitioning neighborhoods declined in median
family income, and tended to consist of large shares of the city’s elderly population
and blighted properties.
Galster and Booza (2007) investigated transitioning neighborhoods using
income data within and across 100 of the nation’s largest metropolitan areas from
1970 to 2000. They categorized each neighborhood’s income profile based on one
of six US Department of Housing and Urban Development (HUD) income group
categories for each metropolitan statistical area (MSA). These categories range
from very-low to very-high-adjusted median family income. Galster and Booza
8

found transitioning neighborhoods were characterized as having both very high
income and very low income groups.
McKinnish et. al. (2010) examined average family income in neighborhoods
by quintiles, based on 15,040 urban area census tracts in the United States. They
calculated the 1990-2000 income change for each quintile in each tract. They found
the bottom quintiles in a majority of the census tracts had higher income growth
than the other richer quintiles, in absolute terms. Based on their findings, the
researchers defined transitioning neighborhoods as those that experienced an
increase in average family income of $10,000 or greater in 2000 compared to 1990.
Ellen and O'Regan (2011) calculated income quintiles for all US metropolitan
areas in 1990 and 2000. Restricting their analysis to the two bottom quintiles of
each tract and based on a relative income ratio approach — average household
income in the census tract divided by the average household income of the
metropolitan area — the authors' defined transitioning neighborhoods as tracts
whose average income increased more than the average household income of the
metropolitan area over the study period. Other studies similar to Ellen and O'Regan
(2011) that distinguished neighborhoods based on the relative income approach
include works by Brueckner and Rosenthal (2008), Kolko (2009) and Rosenthal
(2008).
Owens’ (2012) approach to identifying transitioning neighborhoods relied on
a composite score based on five socioeconomic variables: average household
income, average housing value, average gross rent, educational attainment and
occupation. She identified the transitioning neighborhoods as the areas with the
highest scores over each decade from 1970-1980, 1980-1990, 1990-2000 and
2000-2009. Owens’ (2012) approach to identifying transitioning neighborhoods
differs from the relative income approach in that she applied a comprehensive
measure of neighborhood transition. She highlighted the importance of housing
costs being utilized as a measure for change in a neighborhood as a place.
Like many prior studies, this study identifies transitioning neighborhoods in
the District of Columbia for years 2000 to 2010 based on the relative household
income approach. Like Owens (2012), this study identifies transitioning
neighborhoods with respect to housing values. And whereas most studies are
limited to using census tracts as statistical proxies for the authentic neighborhoods,
the geographic units of analysis for this study are the city’s actual 73
neighborhoods as defined by the city’s Real Property Tax Administration.
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The Data and Spatial Integration
The data for this analysis were drawn from three main sources—the District
of Columbia individual income tax and real property tax rolls, and the US Census
Block Group Level databases. Individual income and property tax data were
obtained for both the 2001 and 2010 tax years, while the block group level data
came from 2000 and 2010 Decennial Census database.1 We prepared the data used
in the analysis by geocoding2 the income tax data and spatially joining this
information with District of Columbia property assessment neighborhoods
(hereafter referred to as neighborhoods) provided through the DC Geographic
Information System (DCGIS).3 The property tax data did not need geocoding, as it
was already joined with the DCGIS assessment neighborhood information.
Individual Income Tax Return Data
We used District of Columbia micro level individual income tax return data for
2001 and 2010. 4 In order to identify the geographic residential location of the
individual income filer in the District, we had to have a workable permanent DC
address. After geocoding the data and filtering out non-DC addresses we retained
73 percent of the 270,768 filers in 2001 and 79 percent of the 316,890 files in
2010.5
Real Property Data
We also used District of Columbia parcel level real property data. The data
contain property value, billing and other property information for each of the city’s
over 172,000 properties for 2001 and 206,000 properties for the 2010.
Census Block Group Data
The third data source was the US Census (2000 and 2010 block group level
decennial data for Washington, DC).6 The variables of analysis at the block group
level include total population, population by age and housing tenure. To reconcile
the 2000 and 2010 boundary changes in the Washington, DC block group, we
1

The Washington, DC Office of Chief Financial Officer ensured the confidentiality of the use of the individual income and
property tax data for this study through the aggregation of individual and property tax filers to the larger assessment level
neighborhoods identified based upon GIS geocoding and mapping.
2
3

Please see Appendix for Definition

The Real Property Tax Administration (RPTA) defines assessment neighborhoods by the structural, economic, political and
geographic environment of a subject property that has a direct and immediate effect on its value. (OTR, 2012). In general, one
assessment neighborhood may contain several thousand homogenous properties based on the above assessment
characteristics
4
See Appendix for more information on the geocoding data process.
5
The CAFR numbers are slightly different from the numbers that were geocoding into the database. For a detailed explanation
of the income data generation process please see Appendix A2
6
A census block group (BG) is a cluster of census blocks within a census tract generally contain between 600 and 3,000 people,
with an optimum size of 1,500 people (U.S. Census, 2013)
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utilized the DC Neighborhood Database provided by the Urban Institute.7 This
database utilized a "common" District of Columbia assessment neighborhood GIS
boundary file to create a bridge between 2000 Census block group level data and
2010 data. About 15 percent of the block group boundaries were found to overlap
with two or more assessment neighborhoods, we reallocated the specific block
group data counts based on the percentage of block group land area found within
each assessment neighborhood.
The result of this data and spatial integration process produced
neighborhoods containing income tax and property tax data for most of the city’s
income tax filers for 2001 and 2010. We also integrated the city’s Census Block
Group data for 2000 and 2010 by the same 73 neighborhoods.

Method
Following the spatial integration of income tax, real property and census
block group data, our task was to identify transitioning neighborhoods over the
study period. Using the method most often used in the academic literature, we
identified transitioning neighborhoods using the relative income approach. But we
also extended this relative value approach to the residential property values, thus
creating the relative property value approach. Hence, we identify transitioning
neighborhoods as a subset of all of the city’s neighborhoods using micro level
household income data and parcel level residential property value data for the
entire city.
Relative Income Approach
For the 2001 individual income tax data, the citywide median adjusted gross
income (AGI) was calculated for each of the 4 primary individual income filer types:
single filers, married/domestic partner filers, head of household filers and
dependents claimed by someone else. We then sorted all of the city’s tax filers by
neighborhood and by filer type. Then an indexed median ratio was computed for
each neighborhood, (the neighborhood’s median AGI divided by the city wide
median AGI) for each respective filer type. This approach was also applied to the
2010 income tax data.
After restricting this analysis to neighborhoods with absolute 2001 median
values (for the total neighborhood population) below the 2001 citywide median
value (for the total citywide population) , we identified which neighborhoods had a
higher indexed median ratio in 2010 than in 2001 by filer type. Since such
neighborhoods in essence had a greater share of citywide AGI in 2010 than in 2001
7

Special thanks to Peter Tatian at the Urban Institute
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by filer type, these neighborhoods with a higher indexed median ratio in 2010 than
in 2001 were candidates for the designation of transitioning neighborhoods, from
the household income perspective.
Relative Residential Property Value Approach
For the 2001 real property data, the citywide median taxable property value
was calculated for the 5 major residential property types: single family homes,
condominiums, small multi-family buildings, medium-sized multi-family buildings
and large-sized multi-family buildings. We then sorted all of the city’s tax filers by
neighborhood and by property type. For each property type, the median property
value for each neighborhood was calculated. Then an indexed median ratio was
computed for each neighborhood, where for each neighborhood the indexed median
ratio was the neighborhood’s median property value divided by the city wide
median property value, for each property type.
After restricting this analysis to neighborhoods with absolute 2001 median
property values below the 2001 citywide absolute median value for at least one
property type, we identified which neighborhoods had a higher indexed median
ratio in 2010 than in 2001. Since such neighborhoods in essence had a greater
share of citywide property value in 2010 than in 2001 by property type, these
select neighborhoods were candidates for the designation of transitioning
neighborhoods, from the residential property value perspective. 8
Identifying Transitioning Neighborhoods in the District of Columbia
For this paper, transitioning neighborhoods are defined as neighborhoods
that 1) had a median AGI for at least one filer type below the citywide median in
2001 for that same filer type but had a higher indexed median AGI ratio in 2010
than in 2001; and 2) had a median property value for at least one property type
below the citywide median in 2001 for that same property type but had a higher
indexed median property ratio in 2010 than in 2001. If the two definitions were not
fulfilled then the area was not considered a transitional neighborhood. Therefore,
the following 18 neighborhoods are statistically identified as being transitioning
neighborhoods as of 2010.

8

Please see Appendix for further information on how we defined our relative income and property value approach
for the city of Washington. D.C.
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Table 1
Transitioning Neighborhoods
1.

ANACOSTIA

10. FORT DUPONT PARK

2.

BARRY FARMS

11. LEDROIT PARK

3.

BRENTWOOD

12. LILY PONDS

4.

BROOKLAND

13. MARSHALL HEIGHTS

5.

CHILLUM

14. OLD CITY I

6.

COLUMBIA HEIGHTS

15. PETWORTH

7.

CONGRESS HEIGHTS

16. RANDLE HEIGHTS

8.

DEANWOOD

17. SIXTEENTH ST. HEIGHTS

9.

ECKINGTON

18. TRINIDAD

This approach accounts for the fact that while AGI and residential property
values for all neighborhoods in the city increased in 2010 relative to 2001, AGI and
residential property values for these 18 selected transitioning neighborhoods not
only grew but also account for a greater share of both AGI and residential property
value in the city in 2010 relative to 2001. 9 In other words, AGI and residential
property value in the transition neighborhoods grew significantly faster than all
other neighborhoods in the city.

9

See Appendix A2 for a detailed explanation of the method.
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Figure 1 - Transitioning Neighborhoods in DC (2001- 2010)
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Figure 1 illustrates the location of our identified transitioning neighborhoods.
Geographically, our transitioning neighborhoods are located within the eastern half
of the city. The next step in our process is to identify defining characteristics that
separated the transitioning neighborhoods from all other neighborhoods in the
District. Our findings section explores the demographics, household income,
housing tenure, property market, land use, effective tax rates and tax burdens
across transitioning and all other neighborhoods.

Neighborhood Demographic and Economic Changes
In 1950, there were 497,300 jobs in the District of Columbia, and in 2000,
there were 30.7 percent more jobs in the city. Also in 1950, there were 806,000
residents in the city, but there were 29.1 percent fewer residents in 2000.10
Between the years of 1950 and 2000, the general trend was for the city to
continuously gain jobs but lose residents. But, things were different in the 2000s.
While the numbers of jobs continued to increase by an additional 8.4 percent
between 2000 and 2010, the city’s intercensal population increased by 5.2 percent,
the first time in 60 years. The following section discusses population growth and
change in the population composition, as well as some of their effects on the city
tax revenue.

Population
Table 2 shows both the city population divided into two geographic areas:
transitioning neighborhoods and all other neighborhoods. In the aggregate, there
are no significant changes in the 2000 and 2010 census numbers for the
transitioning neighborhoods and all other neighborhoods (AONs). We observed that
approximately half of the District's population resided in the transitioning
neighborhoods in both time periods, and that most of the city’s population increase
occurred in all other neighborhoods.

10

Source: Economy.com
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Table 2

Total Population of the District of Columbia, 2000 and 2010
2000

Population Shares

Transitioning Neighborhoods

284,506

49.7%

All other Neighborhoods

287,553

50.3%

City Total

572,059

100.0%

2010
Transitioning Neighborhoods

Population Shares
297,451
49.4%

All other Neighborhoods

304,274

50.6%

City Total

601,725

100.0%

Intercensal Changes
% Change
Transitioning Neighborhoods

4.5%

Amount
Change
12,945

Share of Amount
Change as Shares
43.6%

All other Neighborhoods

5.8%

16,721

56.4%

City Total

5.2%

29,666

100.0%

Figure 2 illustrates an additional perspective of the population change in the
District through the examination of absolute figures in population by age group
from 2000-2010.11 The data revealed the major transformation that occurred in the
city, and more so in the transitioning neighborhoods, was the compositional change
of the population over the intercensal period. Citywide, the growth in population
occurred primarily among residents in the 25 to 34 age cohort. Figure 2a shows
that the transitional neighborhoods emerged as a vital segment of the city's
population growth in this age group.

11

Please see Appendix A2 for detailed absolute and intercensal population numbers
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Figure 2a and Figure 2b

While Table 2 shows that the city gained 29,666 more residents between
2000 and 2010, Figure 3 and Table 3 show that the population under the age of 14
and over the age of 65 declined by 15,120 during this period. Of this group, 88.7
percent originated from the transitioning neighborhoods. During the same time
period, the city gained 44,786 residents between the ages of 15 and 64, and an
58.9 percent net increase in new working age residents in the transitioning
neighborhoods.
The District had 9 percent fewer residents under the age of 14 and over the
age of 65 in 2010 compared to 2001 and 11.1 percent more residents of working
age. It should also be noted, the residents under the age of 14 and over the age of
65 tend to consume more public services. The District gained almost three new
residents of working age for every decrease in 1 resident under the age of 14 and
over the age of 65.
17

Figure 3

Notable Shifts by Cohort Group (2000-2010)
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Table 3 Intercensal Changes in Population by Major Age Cohorts
15-64

Under 14 & 65+
Change in Share of the
Population City Total
Transitioning Neighborhoods
All other Neighborhoods
City Total

Change in
Population

Share of the
City Total

-13,417

88.7% 26,362

58.9%

-1,703

11.3% 18,424

41.1%

-15,120

100.0% 44,786

100.0%

Through further examination, we observe in Table 4 that the chief source of
population growth for the city is the 15 to 34 age cohort. Our findings reveal that
53.7 percent of the net new residents in this age cohort resided in the transitioning
neighborhoods. Table 4 also shows that the city gained 6,957 residents between
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the ages of 35 and 64, of which 87.2 percent of these residents reside in the
transitioning neighborhoods.12
Despite the decline in residents in certain age cohorts, it appears that the
most transformative change in the demographic profile for both the city and the
transitioning neighborhoods is among the 25 to 34 year olds. We found that the
District experienced an increase of 23,682 residents between the ages of 25 to 34.
This increase was so significant that it more than offset the second largest change
in the population profile, which was that 13,841 loss in children 14 years old and
under.
Table 4 Intercensal Differences for the 15-64 Major Age Cohorts
Ages 35 to64

Ages 15 to 34
Amounts As Shares

Amounts

As Shares

Transitioning Neighborhoods

20,298

53.7% 6,064

87.2%

All other Neighborhoods

17,531

46.3% 893

12.8%

City Total

37,829

100.0% 6,957

100.0%

For the first time in over 60 years the District experienced an increase in
population (which started in 1998). Through further analysis, we found that over
the study time period, the transitional neighborhoods lead the population growth in
the city. Majority of this growth occurred among the 15 to 64 (most notably the 25
to 34 year olds) age cohort. This age cohort creates potential for a larger income
tax base for the District. The next section of this paper will explore whether the
growth in population among the 15 to 64 age cohort translates into a larger amount
of AGI and/ or more individual income tax filers.

Individual Income and Income Filer Types
An important driver to the District's economic and demographic tax base is
individual income. In the literature, researchers have found a positive correlation
between educational attainment and income (Hanushek and Kimko, 2000 and Eide
and Showalter, 2010). Wallace and Tsivadze (2013) found, that between 1970 and
2011 the District's nominal personal income steadily grew from $3.8 billion to $45.6
billion. More specifically, we found that over the 2001 to 2010 time period, the
District of Columbia experienced a 70.2 percent increase in federal adjusted-gross
12

The population table in Appendix A2 further pinpoints that in the transitional neighborhoods and citywide the 35
to 44 age cohort experienced a population lost, among residents 35 and over. This findings suggest the need for
further longitudinal research into parents' of school age children migration habits in the District.
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income (AGI). Table 5 shows that while the growth in AGI in both study areas grew
approximately at the same rate, the AGI in the transitioning neighborhoods only
accounted for about 18 percent of total AGI in the city in both 2001 and 2010.
Table 513
Total Adjusted Gross Income in the District of Columbia,
2001 and 2010 (in thousands)
2001
AGI Shares
Transitioning Neighborhoods

$1,988,011

18.5%

All other Neighborhoods

$8,758,745

81.5%

$10,746,756

100.0%

City Total
2010
Transitioning Neighborhoods

AGI Shares
$3,343,854
18.3%

All other Neighborhoods

$14,952,387

81.7%

City Total

$18,296,241

100.0%

Changes Over the Study Period
% Change

Amount
Change

Transitioning Neighborhoods

68.2%

$1,355,843

Share of
Amount
Change as
Shares
18.0%

All other Neighborhoods

70.7%

$6,193,641

82.0%

City Total

70.2%

$7,549,485

100.0%

Wallace and Tsivadze (2013) stressed in their work that the income of the
District's "work here live here" population is critical to the city's long term fiscal
health. Through the exploration of not only the growth in filers but the type of
filers offers policymakers a better understanding of the city's economic and
demographic base. This detailed understanding of the filer type will help to further
ensure that decisions are made to increase the District's long term fiscal viability.

13

Please see the Data section of this paper to better understand the decline in the number of individual income tax
filers for this study
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Table 6 shows the changes in share and percentage change for income tax
filers over the study period. We found that the share of income tax filers in the
transitioning neighborhoods experienced a slight decrease. We also discovered that
the number of filers in the transitioning neighborhoods grew at a slower rate
compared to all other neighborhoods.
Table 614
Income Tax Filers in the District of Columbia, 2001 and 2010
2001

Filers Shares

Transitioning Neighborhoods

70,419

39.7%

All other Neighborhoods

107,052

60.3%

City Total

177,471

100.0%

2010
Transitioning Neighborhoods

AGI

Shares
90,870

37.6%

All other Neighborhoods

151,117

62.4%

City Total

241,987

100.0%

Changes Over the Study Period
% Change
Transitioning Neighborhoods

29.0%

Amount
Change
20,451

Share of the
Citywide Amount
31.7%

All other Neighborhoods

42.2%

44,065

68.3%

City Total

36.4%

64,516

100.0%

The above table shows that in the aggregate, the shares of filers in the two
geographic areas are essentially the same in 2001 and 2010. However, the story
changes as we drill further down into the data. Figure 4 shows for the transitioning
neighborhoods, single filers experienced the greatest increase over the study period
14

Please see the Data section of this paper to better understand the decline in the number of individual income tax
filers for this study
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followed by head of households. The transitioning neighborhoods witnessed
approximately a 20 percent decline among those filing married. For all other
neighborhoods the singles were also the largest group of filers but followed by other
and those filing married.15
Figure 4

Percentage Change in Filers by Status (2000-2010)
0.80
0.60
0.40
0.20
(0.20)

Married

Singles

Head of HH

Other

Total

(0.40)
Transitioning Neighborhoods

All Other Neighborhoods

Table 7 reveals that for both areas, single filers grew faster among all filer
types. We found that single filers account for over 90 percent of the total growth in
all filers throughout the city. Alternately, married filers decreased by 20.1 percent
in the transitioning neighborhoods, while increasing by 1.9 percent in all other
neighborhoods in the city. 16
Table 7
Income Tax Filers by Filer Type Changes Over the Study Period
Transitioning Neighborhoods
Filers

All Other Neighborhoods

% Change

Amount
Change

Change in
Shares

% Change

Amount
Change

Change in Shares

Married

-20.1%

-1,638

-4.4%

1.9%

437

-6.0%

Singles

66.5%

19,049

11.8%

69.0%

41,932

11.2%

Head of HH

9.4%

2,845

-6.6%

5.1%

838

-4.0%

Other

6.0%

195

-0.8%

12.6%

850

-1.3%

Total

29.0%

20,451

0.0%

41.2%

44,057

0.0%

15
16

Please see Appendix A1 for a definition for the Other Income Tax Filer Category
For a detailed definition of "other" income tax filers, please see Appendix A1
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According to Figure 5, the most important aspect of the income growth in the
transitioning neighborhoods was the significant increase in AGI among the top 20
percent of the filers. Even though the level of AGI for the bottom 80 percent in the
transitioning neighborhoods grew (57.8 percent), the share of AGI for this group
declined slightly (-2.3 percent) for the city as a whole. Unexpectedly, we found
that the AGI concentrated among the top 20 percent of the filers in the
transitioning neighborhoods increased by 80.6 percent (compared to 69.3 percent
for all other neighborhoods), while the bottom 80 percent of the filers in the
transitioning neighborhoods grew at the slower rate (57.8 percent) than all other
neighborhoods (73.4 percent).17

Figure 5

Growth in AGI by Transition/Quintile Group
All Other Neighborhoods

Transitiong Neighborhoods

69.30%
Top 20%
80.60%

73.40%
Bottom 80%
57.80%

In analyzing the total growth in AGI, one must consider two major
components: 1) growth in filers and 2) growth in average AGI per filer. We found
that the growth in AGI in the transitioning neighborhoods primarily stems from the
growth (57.4 percent) in average AGI per filer. Conversely, total AGI growth in the
all other neighborhoods originates primarily from the growth (58.2 percent) in
filers. The share of AGI in the transitioning neighborhoods is practically unchanged
in 2001 and 2010 (Table 5). Upon closer examination, it appears that the high rate
of AGI growth for the top 20 percent of income earners in the transitioning
neighborhoods and the relatively slow rate of AGI growth for the bottom 80 percent
of income earners in the transitioning neighborhoods offsets each other.

17

In the transitioning neighborhoods, filer AGI in the top 20 percent begins at $54,449. In all the other neighborhoods, filer AGI in the top 20
percent begins at $114,449.
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Housing Tenure
Understanding the demand for renter occupied housing and owner occupied
housing is important to the tax base for the District of Columbia. The housing
tenure choice along with age helps to shed light on the wealth, income and life style
choices of a city's tax base In a recent report authored by the Bipartisan Policy
Committee (2012), they forecast that the increase in the senior population will
continually contribute to the housing supply, while the Echo Boomers (individuals
born between 1981 and 1995) will account for 75 percent to 85 percent of the
owner occupied housing demand by 2020. The report also highlights the growing
trend of renter occupied housing due to the Great Recession (Bipartisan Policy
Committee 2012). This section of the paper explores the housing tenure decisions
by age cohorts to better understand the demand for the district's residential tax
base.
Census tenure data seeks to identify each occupied housing unit in a city’s
housing inventory as owner occupied or renter occupied. A housing unit is owner
occupied if the owner or co-owner lives in the unit, otherwise the unit is classified
as renter occupied. We found that for households in the transitioning
neighborhoods' owner occupied housing accounted for 41.6 percent of the total
growth in housing units in the city. Figure 6 displays the intercensal changes in
owner occupied housing units by age cohort. The figure shows that the largest
growth in owner occupied housing from 2000 to 2010 occurred in the transitioning
neighborhoods' 25-44 age cohort. The transitioning neighborhoods owner occupied
housing for the 25 to 44 age cohort increased by 4,437 units from 2000-2010,
while for all other neighborhoods grew by 2,966 units. The largest cohort of owneroccupied housing within the 25-44 age group was the 25-34 age cohort. In the
transitioning neighborhoods, this group's owner occupied households increased by
2,636 units, compared to all other neighborhoods which increased by only 1,764
units.
Figure 6

Intercensal Changes of Owner Occupied Housing Units by Age Cohort
6000
4000
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0
15 to 24

25 to 34

35 to 44

45 to 54

55 to 64

65plus

25 to 44

45plus

-2000
Transitioning Neighborhoods

All Other Neighborhoods
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Figure 7 displays the intercensal change in renter-occupied housing units for
households in the District’s transitioning neighborhoods and all other neighborhoods
by age cohort groups. We see that the largest increases in renter occupied housing
units occurred among the 25-34 and 55-64 cohorts. In sum, we see that the
majority of city’s increase in owner-occupied housing belonged to 25-44 year olds
(Figure 6), while the largest increase among the city’s new renter occupied
households were the 45-64 year olds (Figure 7).
Figure 7

Intercensal Changes in Renter Occpied Population by Age Cohort
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Figure 8 illustrates the percentage point change in homeownership rate over
the study period by age cohort. The transitioning neighborhoods increased by the
smallest percentage point of growth (0.90 percent) in homeownership during the
study period. This small percentage point growth in homeownership represents a
change in the homeowner's age profile. We see that while there was a significant
decline in homeownership rates for owners 45 years of age and older, this was
offset by the surge in homeownership for owners 25 to 34 years of age in the
transitioning neighborhoods. In fact, new homeowners 25 to 34 years of age were
the primary cause for higher homeownership rates in the District, and most of this
new homeownership for this age cohort took place in the transitioning
neighborhoods.
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Figure 8

Percentage Point Changes in Homeownership Rate Over the 2000
to 2010 Study Period
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Total
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Transitioning Neighborhoods
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Table 8 below shows specifically the homeownership rates for the 25 to 44
age cohort in 2000 and 2010. We see that in 2000 the rate for the 25 to 44 year
olds in the all other neighborhoods was higher than in the transitioning
neighborhoods, but in 2010 the homeownership rate for this same group increased
to a larger amount in the transitioning neighborhoods. The transitioning
neighborhoods experienced almost three times the intercensal percentage point
growth compared to all other neighborhoods. And lastly, to further underscore the
increase in homeownership among the transitioning neighborhoods, of the 8,193
homestead properties gained in the city over the study period, 60.6 percent (4,962)
of them were located in the transitioning neighborhoods. Thus, in 2010 the
transitioning neighborhoods accounted for a greater share of the city’s total
homestead properties as well as property tax revenue from homestead properties.
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Table 8

Homeownership Rate – 2000 to 2010
for Homeowners ages 25-44
2000

Owner Occupied

Renter
Occupied

Homeownership Rate

Transitioning
Neighborhoods

11,622

31,403

27.0%

All other
Neighborhoods

18,220

42,979

29.8%

29,842

74,382

28.6%

City Total

2010

Owner Occupied

Renter
Occupied

Homeownership Rate

Intercensal
Percentage Point
Changes

Transitioning
Neighborhoods

16,059

31,340

33.9%

6.9%

All other
Neighborhoods

21,186

44,741

32.1%

2.4%

37,245

76,081

32.9%

4.2

City Total

In sum, homeownership and homesteads in the transitioning neighborhoods
increased greater than all other neighborhoods over the 2001 to 2010 study period.
Owner occupied housing among the 25 to 44 age cohort grew more in the
transitioning neighborhoods than all other neighborhoods, while the 45 plus age
cohort were more likely to rent than to own in the transiting neighborhoods. The
next section of this paper will delve deeper into the type of residential properties
that are available to meet this growth in owner occupied and renter occupied
housing.

Residential Real Property
Table 9 shows that the momentum behind the citywide growth in total
residential property value was the considerable economic activity in the real
property market in the transitioning neighborhoods. A 222.8 percent increase in
27

residential tax revenue from this area was caused by a 303.0 percent increase in
the land value.18 In turn, this increase in assessment value is largely caused by the
development of the condominium and large multifamily sectors (Table 10).19
Table 9
Residential Real Property - Changes Over the Study Period
Transitioning Neighborhoods

All Other Neighborhoods

% Change

% Change

Property Tax Revenue

222.80%

165.10%

Assessed Value

303.00%

230.30%

8.60%

3.30%

Taxable Land Area

The primary cause for the robust growth of property values in the
transitioning neighborhoods was the development of condominiums in the area. In
2001 there were 28,237 condos in the city, but in 2010 the city had 46,474 condo
units. In 2001, the transitioning neighborhoods accounted for 9.5 percent of the
city’s condos, by 2010 this same area accounted for 21.7 percent of the city’s
condos. Through a deeper probe, we found that, of the 2,694 condos in
transitioning neighborhoods in 2001, 100 were eliminated; and 7,509 condos were
present in 2010 that did not exist in 2001. Of the original 2,594 condominiums
(2,694-100) that existed in both time periods, the average increase in value was
262 percent. The average property value of condominiums in 2001 within the
transitioning neighborhoods was $64,000. For condominiums that existed in both
2001 and 2010, the average property value increased to $231,000 in 2010, while
18

Property tax revenue grew at a slower rate than property value period because over the study there was a 36.5 percent
decrease in the residential tax rate, a 125 percent increase in the homestead deduction amount and increases in other
residential tax relief policies.
19
Table 10 also shows that that taxable land area devoted to residential development grew by 8.6 percent, which faster than
the comparable rate for all other neighborhoods. The taxable land area for an area changes for two possible reasons. First,
taxable land that was devoted to commercial development in 2001 could have been converted to taxable residential
development in 2010; and 2) land that was tax exempt in 2001 also could have been converted to taxable residential
development in 2010. While the increase in land area devoted to residential development noted in the table does not make a
major contribution to the total increase in property value and tax revenue, it does suggest a change in the preferences for
residents and elected officials in how land use is allocated in the city.
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new condominiums created by 2010 had an average property value of $292,000.
Thus, the 1,553 percent growth in total assessed value in the condo sector in the
transitioning neighborhoods (table 11) is comprised of a tripling of the value of
properties that existed in both years and the 7,509 condos that were present in
2010 but did not exist in 2001.
Table 10
Residential Real Property - Changes Over the Study Period
by Two Major Sectors

Transitioning
Neighborhoods
% Change

All Other
Neighborhoods
% Change

Transitioning
All Other
Neighborhoods Neighborhoods
% Change
% Change

Condominium Sector

Large Multi-Family Sector

Properties

275.00%

42.40%

Properties

Property Tax
Revenue
Taxable
Assessed Value

1180.10%

280.40%

1553.50%

369.20%

Taxable Land
Area

164.20%

24.40%

Property Tax
Revenue
Taxable
Assessed
Value
Taxable Land
Area

5.30%

-6.90%

518.70%

178.80%

687.60%

286.00%

21.80%

-0.40%

Large Multi-Family (LMF) structures in the transitioning neighborhoods were
the second largest residential sector to grow in the transitioning neighborhoods
over the 2001 to 2010 time period. Upon closer examination, the assessed value of
large multi-family structures in the transitioning neighborhoods increased from
2001 to 2010 by 687.6 percent, while the large multi-family structures in the other
areas of the city increased by only 286 percent. In 2001, there were 94 of these
structures in the transitioning neighborhoods, of which 50 were eliminated by 2010
and 44 remained. Of the 44 original LMFs that existed in both time periods, the
average increase in value was 258 percent. There were 55 new large multi-family
structures that existed in 2010 that did not exist in 2001. For transitioning
neighborhoods, the average property value of large multi-family structures in 2001
was $2.6 million and $9.4 million in 2010.
The growth in the condo market in transition neighborhoods largely came
from new condominiums in the area. But, the growth in the LMF market in the area
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appears to largely come from the high demand for top quality rental housing, giving
the area only had 5 more large multi-family structures in 2010 than in 2001.

Changes in Commercial Property
While the District is precluded from taxing 36 percent of the land area owned
by the federal government, the city does receive a significant share of commercial
property tax revenue from companies conducting business with the Federal
government (DC Tax Facts 2013). This section explores the commercial property
trends of the transitioning neighborhoods and all other neighborhoods in the
District.
Table 11
Commercial Real Property - Changes Over the Study Period
Transitioning Neighborhoods

Property Tax
Revenue
Taxable
Assessed Value
Taxable Land
Area

All Other Neighborhoods

% Change

% Point Change
in Shares

% Change

% Point Change in
Shares

391.0%

3.5%

199.8%

-3.5%

427.8%

3.8%

213.5%

-3.8%

-1.3%

-1.8%

6.1%

1.8%

Table 11 displays that the commercial property tax revenues in the
transitioning neighborhoods contributed a larger share to the citywide totals for
2010 than in 2001. In 2001, the transitioning neighborhoods' commercial property
tax revenue accounted for 6.1 percent ($20.6 million) of all commercial taxable
property value in the city. By 2010, commercial property tax revenue in the
transitioning neighborhoods grew to 9.7 percent ($101.2 million) of all commercial
taxable property value in the city. Table 11 shows the overall growth in commercial
taxable property values from 2001 to 2010 in the transitioning neighborhoods grew
427.8 percent while commercial taxable property values in all other neighborhoods
grew 213.5 percent.
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Table 12
Commercial Real Property - Changes Over the Study Period
by Two Major Sectors
Transitioning
All Other
Neighborhoods Neighborhoods
% Change
% Change

Large Commercial Office Building Sector
Properties
100.00%
0.20%
Property
1111.20%
199.40%
Tax
Revenue
Taxable
918.60%
209.10%
Assessed
Value
Taxable
57.70%
14.00%
Land Area

Transitioning
Neighborhoods
% Change

All Other
Neighborhoods
% Change

Non-Retail Commercial Property Sector
Properties
-9.00%
6.70%
Property
354.90%
355.10%
Tax
Revenue
Taxable
410.50%
407.90%
Assessed
Value
Taxable
-2.90%
-1.40%
Land Area

Table 12 shows that the tax revenue from all commercial properties in the
transitioning neighborhoods increased by $80.6 million over the study period. The
large commercial office buildings (LCOBs) account for $32.9 million (40.8 percent)
and Non-Retail Commercial Property (NRCs) account for $24.3 million (30.1
percent) of the total increase over the study period.20 There were 13 LCOBs in the
transitioning neighborhoods in 2001 and 26 in 2010, 10 of which existed both in
2001 and 2010. Of the 10 LCOBs that existed in both years, the average value for
these buildings increased by 256.4 percent. The sixteen new LCOBs in the
transitioning neighborhoods that existed in 2010 but not in 2001 accounted for 72.3
percent of the total increase in LCOB property values in the area.21
In the District, the largest components of NRCs are industrial warehouses. In
2001, there were 868 NRCs in the transitioning neighborhoods and 790 in 2010.22
There were 669 properties in this sector that existed both in 2001 and 2010, and
their average value increased 506.1 percent. The 121 that existed in 2010 but not

20

The Large Commercial Office Buildings (LCOBs) in the TNs accounted for the largest share of the net increase
(37.3%) in land value. The construction of LCOBs increased over the 2001 and 2010 time period.
21
Ninety percent of the property values for LCOBs in the transitioning neighborhoods occurred in the Old City 1
neighborhood. This transitioning neighborhood surrounds the Capitol Hill neighborhood to the north, east, and
south. The Old City 1 neighborhood is also bordered by the Anacostia River on the east.
22
This property type represents commercial property that is not zoned for having a primary use as office buildings,
retail, lodging, educational, medical, or recreational.
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2001 comprised 24.8 percent of the total property values for this sector in the
transitioning neighborhoods in 2010.
Overall, this development of the commercial sector in the transitioning
neighborhoods is significant, because many people are choosing to live in ways that
is less dependent on automobiles.23 Also, there has been an increase in number of
people moving back to densely populated urban cores to live where people can
walk, bike and take public transportation to neighborhood amenities, restaurants,
retail shop and jobs (Dutzik and Baxandall, 2013). So given that the transitioning
neighborhoods are mostly residential neighborhoods24 and with twice as many large
office buildings in 2010 than in 2001, this suggests that there are at least hundreds
more relatively high wage jobs in the transitioning neighborhoods in 2010 than in
2001. Assuming that some of these jobs would be held by respective neighborhood
residents, this is an example of creating or expanding the walkable/ mixed-use
neighborhood development in the city.

Tax Burdens
In 2010, real property and personal income taxes accounted for 57.8
percents of general fund revenue. And, these taxes make up the bulk of taxes paid
by most households.25. Consequently, understanding the effective tax rates and
tax burdens on the District's residents and tax payers is important to the longevity
and growth of its base. According to a report by the Office of the Chief Financial
Officer (2011), the District's individual income tax burden exceeds the metropolitan
area average, while the real property tax burden for residents falls below the
metropolitan-wide averages for homeowners at all income levels. This section of
the paper offers an in-depth analysis of the District's Effective Tax Rates and Tax
Burdens by neighborhoods. Again, for this study the total tax burden is real
property taxes and individual income taxes as a share of adjusted gross income.
Table 13 shows that property and income taxes from the transitioning
neighborhoods contribute a much smaller share of the total compared to all other
neighborhoods. The table also shows that while property taxes from the
transitioning neighborhoods grew significantly faster than property taxes from all
other neighborhoods, causing them to contribute a larger share in 2010 than in
2001,the income taxes from the transitioning neighborhoods account for
23

According to the National Household Travel Survey (nhts.ornl.gov/det), the average number of vehicle miles traveled by
young people (16-34 yr olds) decreased by 23 percent. In 2009 young drivers took 15 percent fewer trips than young drivers in
2001. In 2009 the average trip length traveled by young drivers dropped 6 percent. And, between 2001 and 2009 the annual
number of passenger miles per capita traveled by 16-34 yr olds on public transit increased by 40 percent.
24

In 2010, 82 percent of both the taxable land value and land area in the transitioning neighborhoods were devoted to
residential use.
25

DC Tax Burden Study (2012)
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approximately the same share of total income taxes collected in the two years
shown.
Table 13
Tax Revenue by Tax Type and Geographic Area, 2001 and 2010
($ in millions)
2001
Transitioning Neighborhoods

All Other Neighborhoods

Amount

Shares

Amount

Shares

Residential Property
Taxes

$49.0

23.9%

Residential
Property Taxes

$156.1

76.1%

Commercial Property
Taxes

$20.6

6.1%

Commercial
Property Taxes

$315.3

93.9%

Individual Income Taxes

$88.7

14.4%

Individual Income
Taxes

$528.5

85.6%

2010
Transitioning Neighborhoods

All Other Neighborhoods

Residential Property
Taxes

$158.3

27.7%

Residential
Property Taxes

$413.8

72.3%

Commercial Property
Taxes

$101.2

9.7%

Commercial
Property Taxes

$945.6

90.3%

Individual Income Taxes

$127.0

14.3%

Individual Income
Taxes

$758.2

85.7%

Change over the Study Period
Transitioning Neighborhoods

All Other Neighborhoods

Amount
Change

% change

% Point Change
in Shares

Amount Change

% change

% Point Change
in Shares

Residential Property
Taxes

$109.3

223.1%

3.8%

$257.7

165.1%

-3.8%

Commercial Property
Taxes

$80.6

391.3%

3.6%

$630.3

199.9%

-3.6%

Individual Income Taxes

$38.3

43.2%

-0.1%

$229.7

43.5%

0.1%

Table 14 shows the effective tax rates (ETR) and tax burdens of the study’s
two geographic groups in 2001 and 2010. The table shows that the property and
income effective tax rates for the transitioning neighborhoods are generally lower
than the effective tax rates in all other neighborhoods. In general, the ETRs for
residential property in the transitioning neighborhood is lower because there was a
greater share of homesteads in this area, and these properties pay a significantly
lower ETR than all other residential properties. And, the ETRs for commercial
property in the transitioning neighborhood is lower because there was a larger
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share of commercial property taxed at lower tax rates, while all other
neighborhoods contain a greater share of commercial property (primarily large
commercial office buildings) taxed are the city’s highest effective tax rates of
approximately $1.85 per $100 of assessment value. The ETRs for individual income
in the transitioning neighborhood is lower because, on average, total deduction,
credits and exemptions were a greater share of income than in all other
neighborhoods. 26
Table 14

Effective Tax Rates and Tax Burden for District of Columbia By Geographic Area
2001 and 2010
Transitioning Neighborhoods
2001

All Other Neighborhoods

2010

2001

2010

ETR- Residential Property
(Actual Tax Liability as a Share of Property Assessment Value in dollar amounts. That is,
Effective Tax Rate for Residential Property Adjusted for All Relevant Exemptions, Credits and Deductions)
$0.77

$0.62

$0.85

$0.69

ETR-Commercial Property
(Actual Tax Liability as a Share of Property Assessment Value in dollar amounts. That is,
Effective Tax Rate for Commercial Property Adjusted for All Relevant Exemptions, Credits and Deductions)
$1.88

$1.75

$1.90

$1.82

Tax Burden -Residential Property
(Residential Property Taxes as a Share of Adjusted Gross Income)
2.47%

4.73%

1.78%

2.77%

Tax Burden-Individual Income
(Individual Income Taxes as a Share of Adjusted Gross Income)
4.46%

3.80%

6.03%

5.07%

Tax Burden-Individual Income By Major Quintiles
(Individual Income Taxes as a Share of Adjusted Gross Income)
Bottom 80%

3.62%

2.81%

5.12%

4.37%

Top 20%

5.46%

4.83%

6.50%

5.44%

Total Tax Burden
(Individual Income Taxes and Real Property Taxes as a Share of Adjusted Gross Income)
6.93%

8.53%

7.82%

7.84%
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About 80% of all commercial assessed value in the city belongs to LCOBs, and 96% of it is in all other
neighborhoods.
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The table also shows that citywide effective tax rates for both the property
and income declined in 2010 relative to rates in 200. This is due to numerous tax
policy changes (i.e. lower tax rates, higher credits and deductions). It is important
to note that, because real property taxes in the transitioning neighborhoods grew
so rapidly over the study period, they account for a significantly higher share of the
total tax burden in 2010 for the transitioning neighborhoods compared to the 2010
total tax burden in all other neighborhoods.27 Table 15 shows that in 2010 real
property taxes accounted for 55.5 percent of the total tax burden for the
transitioning neighborhoods but only 35.3 percent of the total tax burden for all
other neighborhoods.
Table 15

Real Property Taxes as a Share of
Individual Income Taxes and Real Property Taxes
Transitioning Neighborhoods

All Other Neighborhoods

2001

2010

2001

2010

35.60%

55.50%

22.80%

35.30%

2010 Tax Revenue Impacts of Transitioning Neighborhoods28
One of the objectives of this paper was to estimate the impact of
transitioning neighborhoods on the city’s tax revenue in 2010. From the income
perspective, income taxes from the top 20 percent of income earners in the
transitioning neighborhoods grew 59.6 percent over the study period. But, income
taxes from the top 20 percent of income earners in all other neighborhoods only
grew 41.7 percent over the same time period. Because income taxes from the top
20 percent of income earners in the transitioning neighborhoods grew faster than
the top 20 percent of earners in all other neighborhoods, it is estimated that the
District received approximately an additional $8.9 million in income taxes due to
the demographic transformation in the transitioning neighborhoods.

27

Another contributing factor to this phenomenon is that the 2010 average adjusted gross income for the
transitioning neighborhoods was $36,798, while the 2010 average adjusted gross income for all other
neighborhoods was $98,945.
28
The following estimates are based upon a "what if" assumption. Meaning what would happen if the
transitioning neighborhoods grew at the same rate as all other neighborhood (for residential, commercial and the
top 20 percent).
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From the residential property perspective, Table 9 shows that residential
property taxes from the transitioning neighborhoods grew 222.8 percent, while
residential property taxes from all other neighborhoods grew 165.1 percent.
Because residential property taxes from the transitioning neighborhoods grew
faster than residential property taxes from all other neighborhoods, it is estimated
that the District received approximately an additional $28.3 million in residential
property taxes due to the demographic transformation in the transitioning
neighborhoods.
And from the commercial property perspective, Table 12 shows that
commercial property taxes from the transitioning neighborhoods grew 427.8
percent, while commercial property taxes from all other neighborhood grew 213.5
percent. Because commercial property taxes from the transitioning neighborhoods
grew faster than commercial property taxes from all other neighborhoods, it is
estimated that the District received approximately an additional $39.4 million from
the transitioning neighborhoods. Hence, Tables 16 and 17 show that District
received an estimated $76.6 million in additional tax revenue in 2010 from the
transitioning neighborhoods. This $76.6 million is 5.7 percent of the total increase
in citywide collections in 2010.
Table 16
The Estimated Fiscal Impact of
Transitioning Neighborhoods in 2010
($ in millions)
Revenue Source

Amount

Individual Income Tax
Residential Property Tax

$8.929
$28.3

Commercial Property Tax

$39.4

Estimated Total Tax Revenue Impact

$76.6
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This $8.9 million is the estimated fiscal Impact of only the top 20% of income earners in the transitioning
neighborhoods
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Table 17
The Estimated Fiscal Impact of Transitioning Neighborhoods in 2010
Relative to Citywide Collections
($ in millions)
Fiscal Impact of
Total Increase
Fiscal Impact as Share
Revenue Source
Transitioning
In Citywide
of
Neighborhoods
Collections
Total Increase
(2010/2001)
In Citywide Collections
Individual Income Tax

$8.9

$268.030

4.6%

Residential Property Tax

$28.3

$366.9

7.7%

Commercial Property Tax

$39.4

$710.8

5.5%

Estimated Total Tax
Revenue Impact

$76.6

$1,345.7

5.7%

Summary of Findings
The City’s New Residents
The 25-34 year old age cohort accounted for the largest share of new
residents in the city and the majority of these new residents live in the transitioning
neighborhoods. In the transitioning neighborhoods, the increase in the 25-34 age
cohort more than offset the decline in residents below the age of 14. The
proliferation of residents in the 25-34 cohort correlated strongly with a marked
increase in the AGI level of the top quintile. These data come from different
sources, but the implication is that many of the new entrants were young
professionals making over $54,000 per year. Also, it appears many of these new
residents may live in and own a large share of the 10,328 new single family
housing units, of which 71.7 percent were condos. Overall the transitioning
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This $268.0 million is the total increase in individual income tax collections for the top 20% of income earners
through the entire city.
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neighborhoods accounted for 84 percent of all new single family homes, 41 percent
of all new condos and 61 percent of all new homesteads in the District of Columbia.
The City's Bottom 80 percent
Upon closer examination of the economic make up of the individual income
tax filers, there exists an income disparity between the top 20 percent of income
earners and bottom 80 percent of income earners in the transitioning
neighborhoods. We discovered that in the transitioning neighborhoods the average
AGI for the top 20 percent was $90,107 and made more than $54,000, while the
bottom 80 percent average AGI was $23,471. We also saw that the transitioning
neighborhoods experienced a slower growth in the bottom 80 percent of filers
compared to all other neighborhoods. In the transitioning neighborhoods, the total
AGI for the bottom 80 percent only grew by 57.8 percent compared to a 73.8
percent increase in all other neighborhoods.
Housing Values
The total assessed value for residential property in the transitioning
neighborhoods grew 303.0 percent while the total assessed value for residential
property in all other transitioning neighborhoods only grew 230.3 percent. From a
fiscal perspective, this helped cause the real property tax share of the tax burden in
the transitional neighborhoods to increase to 55.5 percent in 2010 compared to a
35.3 percent share of tax burden in 2010 for all other neighborhoods.
The Tax Burden
Property and income taxes from the transitioning neighborhoods contributed
a relatively small share to total District property and income taxes. However, the
property taxes from this area grew significantly faster than property taxes from all
other neighborhoods, and consequently contribute a larger share to total property
taxes paid in the city in 2010 than in 2001. The transitioning neighborhoods
contribute essentially the same amount, as a share, to income taxes in 2001 and
2010.
Effective tax rates for both property and income taxes are lower for the
transitioning neighborhoods than all other neighborhoods. However, the growth in
total tax burden was higher for transitioning neighborhoods in 2010 this was mainly
due to the growth in real property taxes as opposed to income taxes.
The Fiscal Impact on Tax Revenue
Income tax revenue paid by the filers in the top 20 percent in the
transitioning neighborhoods grew faster than the tax revenue from the top 20
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percent in all other neighborhoods. Residential and commercial property taxes from
the transitioning neighborhoods grew faster than the property taxes in all other
neighborhoods. Consequently, it is estimated that the District has gained an
additional $76.6 million in income and property taxes in 2010 from the transitioning
neighborhoods primarily due to these transformative dynamic trends that took
place between 2000 and 2010.

Conclusion
Since 1950, Washington, DC has generally gained jobs and loss residents31,
but in the 2000s, as opposed to employees having jobs in the District and living
outside the city, the employees were more likely to live in the city, which is a
historical break in the District of Columbia's declining population trends (Dutzik and
Baxandall, 2013). For the city of Washington DC, the data suggest that the
demographic and economic changes during 2000 and 2010 time period were the
44,786 new residents between the ages of 15 and 64 with an average income of
$90,106 live and own a large share of the 10,328 new single family housing units,
of which 71.7 percent were condos. Among the 18 identified transitioning
neighborhoods the District's micro level data for individual income tax reveal that
the top 20 percent contributed to faster income growth, while the Census data
explain that the 25 to 34 age cohort grew by 23,682 additional residents over the
2000 to 2010 period. After an in-depth analysis of the city's tax structure we
found that the District gained an additional $76.6 million in income and property
taxes due to the demographic and economic trends that have occurred in the city's
transitioning neighborhoods. Hence, with respect to the growth in AGI and
property values in the transitioning neighborhoods and the city’s effective tax rates
for income and property, it appears that the city's tax structure have adequately
captured the demographic and economic changes occurring in the city.
Hence, with respect to the growth in AGI and property values in the
transitioning neighborhoods and the city’s effective tax rates for income and
property, it appears that the city's tax structure have adequately captured the
demographic and economic changes occurring in the city.
It is also possible that the city’s tax policies may have significantly
contributed to the city’s surge in new residents and higher home ownership rates.
For example, over the study period:




The District's real property tax rates lowered by 37 percent.
The homestead deduction amount increased 125 percent.
The District's individual income tax rates decreased.

31

For a historical and aggregate overview of the District of Columbia see Wallace and Tsivadze (2013) report to the
DC tax Revision Commission

39




There was an increase in the District/Federal match of the earnedincome tax credit (EITC) as well as an expansion in 2006 to noncustodial parents.
First Time Homebuyer's Tax Credit and several other deduction, credits
and exemptions, affecting both income and property taxes, changed to
lower the tax burden on residents.

Further analysis and research is suggested to evaluate the economic and
fiscal status of the majority of residents that made less than $54,000 in annual
income in 2010 in the transitioning neighborhoods to determine how these
individuals are faring in the midst of higher cost of living (i.e. rising cost in housing
values)and the influx of over 44,000 new residents. The findings in this research
and the outcome of the suggested additional research will likely assist policy
makers to better assess how well the city's current public policies have affected and
responded to the demographic and economic changes described within this paper.
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Appendix A1 - Definitions
Definitions:
Assessment Neighborhood: defined by the DC Office of Tax and Revenue (OTR)
Real Property Tax Administration (RPTA). For analysis purposes, RPTA delineates
assessment neighborhoods to group properties that are affected by similar
economic, political, governmental, and environmental factors.
Assessment neighborhoods are defined by the environment of a subject property
that has a direct and immediate effect on its value. The assessment neighborhood
is a geographic area (in which there are typically fewer than several thousand
properties) defined for some useful purpose, such as to ensure for later multiple
regression modeling that the properties are homogeneous and share important
locational characteristics. Assessment neighborhoods boundaries typically follow
street centerlines, hydrological boundaries, and boundaries of major properties
such as parks and monuments. The current feature class was created by selecting
coincident features from the DC GIS snap base. These included road centerlines,
stream centerlines, water boundaries, rail lines, and DC political boundaries. After a
new feature class was created, any additional lines required for polygon closure
were snapped to existing features using a tolerance of .001 meters.
Earned Income Tax Credit (EITC): According to the Office of Tax and Revenue:
The DC Earned Income Tax Credit (EITC) is a special tax credit, designed
specifically for low- and moderate-income workers. People who qualify will pay less
in income taxes or even get cash back since the EITC is a refundable credit.
Effective Tax Rate(ETR): The Property ETR is computed as Property Tax Liability
divided by Property Assessment Value. The Income ETR is computed by dividing
Income Tax Liability by Federal Adjusted Gross Income.
Federal Adjusted Gross Income (FAGI): Gross income minus certain
adjustments on deductions
First Time Home Buyers Tax Credit: according to the OTR this is an income tax
credit for homes purchased on or before December 31, 2011. This federal tax credit
is available to first-time homebuyers in the District of Columbia. The credit is the
smaller of $5,000, if single, married filing jointly, head-of-household, or qualifying
widow(er) ($2,500, if married filing separately) or the purchase price of the home.
In general, you may claim the credit if: one purchased a main house during the tax
year in the District of Columbia, and this person (and his/her spouse, if married)
did not own any other main home in the District of Columbia during the 1-year
period ending on the date of purchase.
Geocoding: defined as the process of spatially characterizing data through using a
mapping information system.
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Homestead Deduction: In the District this deduction reduces one's real property's
assessed value by $69,100 prior to computing the yearly tax liability. This
Homestead benefit is limited to residential property.
Large sized Multifamily Buildings: These buildings are described with property
use codes by the OTR’s Real Property Tax Administration as multifamily buildings
with elevators. But through data analysis, these multifamily buildings are ones with
property values that comprise the top 15 percent of all multifamily buildings with
elevators.
Medium sized Multifamily Buildings :These buildings are described with
property use codes by the OTR’s Real Property Tax Administration as multifamily
buildings with elevators. But through data analysis, these multifamily buildings are
ones with property values that comprise the bottom 85 percent of all multifamily
buildings with elevators.
Other Income Tax Filers: represents a dependent claimed by someone else. For
example this could be a young adult, working but living at home with their parents.
It could also be an elderly parent that works by lives with their adult children.
Senior Homestead: A Property tax credit for property owners 65 years of age or
older. This benefit reduces a qualified property owner's property tax by 50 percent.
Small Multifamily Buildings: All small multifamily buildings are ones without
elevators. These buildings are generally 1-, 2-, or 3- story buildings are described
as such with property use codes by the OTR’s Real Property Tax Administration.
Tax Burden: is calculated by summing the income and property tax liability and
dividing this sum by the federal adjusted gross income
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Appendix A2- Further Explanation of Data, Method and
Census Population Numbers
Generating the Income Tax Data
One of the perils of working with real world data is rarity of perfect suitability for
analysis. Unlike the property tax data, the income tax data does not start out
joined with assessment neighborhoods. As a consequence, the data had to be
geocoded and joined to these geographies. In this process, as can be seen below,
the 2001 filer count dropped by over 27 percent while the 2010 count dropped by
over 20 percent.

Year
2001
2010

Preparation Process
Start
Finish Coverage CAFR
270,768 196,800 72.68% 294,241
316,890 251,332 79.31% 307,324

CAFR/EDW
1.087
0.970

There are three main causes to these losses: mismatches in reshaping/combining
different data sources, filtering of non-DC addresses, and dropping DC addresses
that found no sufficiently close match in the Master Access Repository (MAR). As
can be seen below, jettisoning non-DC addresses is the primary driver of record
losses, although MAR match failures are non-trivial.

Record Losses by Preparation Category
Data Management Tasks
Reshaping
Filter Non-DC Addresses
Filter MAR Match Failure
TOTAL

Absolute
2001
2010
25
6
71,494
55,774
6,041
10,578
77,560
66,358

% of Total Change
2001
2010
0.03%
0.01%
92.18%
84.05%
7.79%
15.94%
1
1

Both the reshaping and MAR record losses are primarily driven by dirty input data
and/or evolving address inventories in the District (2001 and 2010 data were
matched against the up-to-date MAR in 2012). The prevalence of non-DC
addresses (again, the primary driver of record losses) can occur for a number of
reasons, including what follows:
1. Filers use a tax preparer’s address instead of their own;
2. Filers lived in DC for more than 183 days(possibly in and out migrant), but
their permanent residence is elsewhere;
3. Filers may have more than one address with one address being outside of
the DC area;
4. Filers are military service men and women (and spouses) who have primary
residence elsewhere;
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5. Political appointees and spouses claim a primary residence elsewhere; and,
6. Filers utilize PO boxes elsewhere for mail purposes.
Detailed Methodology
Income Tax Return Geocoding Data Process
For the individual income tax return data, we did not retain all of the records
in the geocoding process because a small portion of the addresses on the returns
were not sufficiently close to those contained in the Master Address Repository
database (MAR), mainly due to data entry disparities. The table below provides
information about the distribution of DC Adjusted Gross Income across the mapped
and unmapped groups.

Unmapped

Mapped

Measure
N
Mean
CoV
N
Mean
CoV

%Mapped

2001
6041
37308.6
183.1
196800
52583.7
832.6
97.02%

2010
10578
56575.9
383.2
251332
68370.6
1032.4
95.96%

Change
4537
19267.3
200.1
54532
15786.9
199.8
-1.06%

As can be seen, it does appear that the populations are materially different.
However, 1) we have no other means of geocoding this data, and 2) the unmapped
population represents a small proportion of the total. Consequently, we proceeded
with the analysis of the mapped population
Defining Relative Income and Real Property Value Approach
Two separate ratios were produced to define an index of change in median
income and median property value for each assessment neighborhood in the
District. The first ratio measures median income of an assessment neighborhood
relative to the city median for a given year.
IMIt

=

(MInft/MIcft)

(1)

where :
IMI = Indexed-Median Income
MI = median income
n= neighborhood
f = individual income tax filer type
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c = city
t = time period (either 2001 or 2010)
The second ratio computed the median assessment value for each
neighborhood relative to the city median for a given year.
IMVt = (MVnpt/MVcpt)

(2)

IMV = Indexed-Median Property Value
MV = median property value
n= neighborhood
p= property type
c = city
t = time period (either 2001 or 2010)
If either the index IMI or IMV value is found to be less than 1, this implies
that median income or property value for the neighborhood is less than the median
income or median property value for the entire city in a given year. An indexedmedian income or property value equal to 1 means that median income or property
value for the neighborhood is exactly equal to the median income, or property
value, for the entire city in a given year. Additionally, an indexed-median income or
property value more than 1 means that median value for the neighborhood is more
than the median income or property value for the entire city for a given individual
income tax filer type or property type in a given year.
Defining a Transitioning Neighborhood
Equations (3) and (4) listed below specify our criteria, which is the percentage
change in the indexed-median income and indexed-median property values for each
neighborhood in 2001 and 2010. This analysis argues that transitioning
neighborhoods are neighborhoods that have a 2010 indexed-median income and
indexed-median property value higher than its respective 2001 measure, below the
city-wide median value index.
Criteria #1- Change in Indexed Median Income

ΔIMI2010 to 2001

=

IMI2010 - IMI2001

(3)

where the change in Indexed Median Income for each neighborhood by filer type
(%ΔIMI) equals the Indexed-Median Income (IMI) for 2010 relative to the
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Indexed-Median Income (IMI) for 2001. After computing the percentage change in
Indexed Median Income for each neighborhood by filer type (%ΔIMI), we were
then able to derive a transition score. If the ( %ΔIMI) was positive, a point was
added to each filing status group. For example, if only the married and single filing
status groups in a neighborhood experienced income growth relative to the city, the
transition score for that neighborhood would be two. These scores were then
imported into ArcGIS system for mapping.
Criteria 2- Change in Indexed Median Property Value
ΔIMV2010 to 2001

=

IMV2010 - IMV2001

(4)

Similar to equation (3), equation (4) measures the percentage change in
indexed- median property value for each neighborhood by property type %ΔIMV
equals Indexed-Median Property Value (IMV) for 2010 relative to Indexed-Median
Property Value (IMV) for 2001. Therefore, equation (4) provides the second criteria
for identifying a transitioning neighborhood. If the percentage change in indexedmedian property value for each neighborhood by property type (%ΔIMV) is positive
this signifies that a given property type within a given neighborhood accounts for a
greater share of the property value in 2010, all things considered, than in 2001. An
increase in the percentage change in the indexed-median property values means
that a given property type within a given neighborhood grew faster than the
general growth of the city between the 2001 and 2010 time periods, and thus
fulfilling criteria number two for identifying transitioning neighborhood. This
identification approach is essentially an exercise in hypothesis testing where the
null hypothesis is: neighborhood x is a not transitioning neighborhood and the
alternative hypothesis is: neighborhood x is a transitioning neighborhood. This
hypothesis is tested statistically from both the household and property value
perspectives, and for the 18 neighborhoods in the city there is sufficient statistical
evidence to reject the null hypothesis. To be clear, this hypothesis testing exercise
must not be interpreted as meaning the 18 selected neighborhoods are the only
neighborhoods transitioning from relatively low-income neighborhoods to higherincome neighborhoods between the years 2001 and 2010. But, based solely on the
available data and the selected hypothesis testing method, the statistical evidence
indentifies the selected 18 neighborhoods. There are likely may be more
neighborhoods that are in fact transitioning, but the current data does not yet
sufficiently reflect rooted transitioning forces at work. In short, the results are not
absolute or extremely decisive, but highly suggestive.
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Population Table
Transitioning Neighborhoods, All Other Neighborhoods and City Population
by Age Cohorts
2000

under 14

15 to 24

25 to 34

35 to 44

45 to 54

55 to 64

65plus

Total
Population

Transitioning
Neighborhoods

63,524

43,168

40,813

44,114

36,397

23,044

33,446

284,506

All other
Neighborhoods

34,118

46,714

60,250

44,470

38,896

26,463

36,642

287,553

97,642

89,882

101,063

88,584

75,293

49,507

70,088

572,059

City Total

2010

under 14

15 to 24

25 to 34

35 to 44

45 to 54

55 to 64

65plus

Total
Population

Transitioning
Neighborhoods

52,343

50,896

53,383

39,164

39,924

30,531

31,210

297,451

All other
Neighborhoods

31,457

53,133

71,362

41,496

35,779

33,447

37,600

304,274

83,800

104,029

124,745

80,660

75,703

63,978

68,810

601,725

City Total

Intercensal
Differences

under 14

15 to 24

25 to 34

35 to 44

45 to 54

55 to 64

65plus

Total
Population

Transitioning
Neighborhoods

(11,181)

7,728

12,570

(4,950)

3,527

7,487

(2,236)

12,945

All other
Neighborhoods

(2,661)

6,419

11,112

(2,974)

(3,117)

6,984

958

16,721

(13,842)

14,147

23,682

(7,924)

410

14,471

(1,278)

29,666

City Total
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