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Does Close Count? School Proximity, School
Quality, and Residential Property Values

Kwame Ownsu-Edusei, Jr., Molly Espey, and Huiyan Lin

This study jointly sstimates the impact of schoo] quality and school proximity on residential
property valees ic Greenville, South Carolina. Whle quality is found to be capitalized into
residential property wvalves, the degree of capitalization depends on school level and
proximity to each schoeol for which the house i zoned for atfendance, In peneral, there is
positive value associated with eloser proximity to schools of all Tovels, and negative valne
aspociated with a sigoificantly longer than average distance to schools, In terms of quality
rankings, excellence at the elementary and high school levels has the stronpest impact o

propetty valomes,
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High-quality education may contribute 1o the
public good through improved economic
performance and reduced crime rates, but it
alsp has private wvalue. Although public
schoois in the United States are tuition fres,
people “pay™ for better-quality public educa-
iton indirectly through real estate markets,
bidding up the price of homes in higher-
performing school distncts. This, in tun, can
have positive repercussions for local govern-
ment, az property tax collections rise along
with property wvalues without need for an
inereass in tax rates.

Improving teaching and leaming was the
expressed purposge of South Carolina’s Edu-
cation Accountebility Act of 1998, This act
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required establishment of a performance-
based accountability system and provision of
annual report cards with petformancs indica-
tars for all public schoel: in the state. By
providing annual report cards of school
performance, the siate generates a clear sipnal
te the public, inchiding prospective hotne
buyers, of the level of academic achievement
in local schools, There has besn o attempt,
however, to guantify the impact of this
particular signal of school quality on residen-
tial property values. This issue is of concern to
local govermments and school districts de-
pendent om property tax revenues, prospective
home buyers, as well as current home owners
wha may see the value of their hormes chanpe
as academic performance at Ineal schools
change.

This study makes two primary eontribua-
tions to the literature. First, the hedonic
pricing technique is used to estimate the
impact of school quality and proximity te
schools on residential property values in the
city of Greenville, South Carolina. Second, all
school levels (elermentary, middle, and high
school) are analyzed jointly. Many previous
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studiez have estimated the impact of school
performance measures on residential property
values, but few have considered the combina-
tion of performeance and proximity 1o achools,
apnd none has assessed all school levels—
elementary, midele, and high—in one egua-
tion. The next section reviews previous he-
donic stmdies of achool quality; then the data
and model used in this study are discussed.
Eesults of this study support the conclusions
of previous ressarch that have fonnd the value
of school guality to be capitalized into
residential property values, but the results
alzo indicate that thess values are nfluenced
by proximity to elementary, middle, and high
schiools, a factor not previcusly considered in
the empirical reserrch.

Background

The hedenic pricing technigue, as applied 1o
houging, 15 based on the idea that the value of
a house is a funetion of the value of individual
atiributes that comprise the house, such as
gquare foolage, number of bedrooms, oumber
of hathrooms, and proximity to such ameni-
ties as schools or parks. The price of a house
{Pp) can be writfen as

(1) Py =[5 Wi, On)

where S, Np, and @, indicate vectars of
structural, neighborhagd, and other guality
variables, respectively. This equation tepre-
sents the hedonis, or mpleit price, function
for housing., The mmplicit price of any charac-
teristic, for example &, s neighberhood vari-
able, can be estimated as

(21 &P, /8NL m Py (N

This partial derivative gives the change in
expendilures on housing that iz required to
obiain a2 house with one mare uoit of N,
ceteris paribus. IF the valve of the partial
derivative is positive, then the atrribute is an
amenity; if the valve is nepative then the
attribute is a disamenity such as air pollution
or alrport noise.

Many prior studies that specifically analyze
the relationship between school quaiity and
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residential property values have been con-
ducted, using many differept measures of
quality. The earliest studies nsed expenditires
or expenditures per pupil (Oates; Edel and
Selar; Gustely; Sonstelie and Portney), while
athers used the pupil-to-teacher ratio (Grether
and Misszkowski: Harrison and Eubinfeld).
Rosen and Fullerton supggested that the use af
a measure of cutput such as proficiency test
scotes, rather than an input such as expendi-
tures, would better reflect school gquality.

Subsequent research focused on estimating
which schocl perfotrmance measures werse
capilalized into property values (Hayes and
Taylor, Brasington; Haurin and Rrasington).
Downs and Zabel also found school level
variables to have a significantly stronger
influence on bousing values than district Tevel
data. Figlio and Lueas used data from before
and after the introduction of report cards
{categorical quality measures, A~F) and found
cvidence that assigned letter grades had large
impects on the walue of houses in Flerida,
Clapp, Nanda, and Ross measured the effect
of test seares on house prices using panel data,
Their results show that school quality capital-
ization effects are smaller when fixed effects
dummies are nsed te control For omitted
necighborhood characteristics. Black and Rayer
both attempt to control fer neighborhood
charaeteristics by examining housing close to
school zone boundaries,

Diils used district level data from Texas to
examine the mspects of school quality capital-
ization. Her results indicste that levels of
proficiency test scores are capitalized into
housing values, but changes in test scores are
not related to changes in levels of aggregate
houge vahe She also finds that the relaton
between school guoality and house values
disappears when a fixed effects panel is
catimaled. Ries and Samerville find that
changes in school quality affect house prices,
but only for changes im secondary school
quality. In a study of 310 school districts for
77,000 house transactions in 2000 in Ohio,
Brasington and Haurin conclude that honse.
holds value average proficiency test scores and
expenditures of the schosl district in which
they intend to live. Only Kane, Staiger, and
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Bamms attempt to account for bath school
guality, using categorical rankings, and prox-
imity of houses to schools. However, they
found no evidence thal cateporical ratings
impact hemuse values, Furthermore, their anal-
yeis 18 imnited to elementary schools, with fxed
effects incieded for middle and high achool
impacts,

Thiz study focuses on 2 single measure of
school guality (categorical rankings) for emch
level of eduvcation (elementary, middle, and
high} in the metropalitan area of the Green-
ville school district, as well as proximity to
each achool. The eity of Greenvills is located
at tha foot of the Blue Ridge Mountains, just
off Interstate 85 between Atlanta, Georgia and
Charlotte, Worth Carolina. Greenville is one
of the largest and fastest prowing metropolitan
areas of South Carolina. While the commmunity
recopnizes the value of quality primary and
secondary education, its contribation to prop-
erty values and the tax base has not previensly
been quantified, nor has the value of school
proximity Lo housing been estimated.

Pata

This study includes data for 3,732 single
family homes sold between 1994 and 2004 as
recorded by the Creenville County property
assrszment office. Structural variables include
the number of bathresms,' house square
footage, lot size,® whether or net the house
has ajr conditioning, whether or not the house
inecludes a garage, and z housing guality
variable fcondition), measured on a scale of
0 to 100, that sccounts or both the sondition
and apge of the house. Qualftative dunumy
variables are also constructed for the year sold
to accounl for otherwize nnaccounted tempo-

1 Bince the numher of badrooms and (ha pumber of
bathrooms are highly correlated, and use of bath-
roons produces a better {it, only the nunber of
bathrooms w ineluded,

*Rpecific lot sizes for propertises smaller than one
acts Rre not aveilable. Cateporicsl durnmy variables
for lot gizes greater than one acre are vaed to sccount
for the impast of these larger [ots relative ta Inds
smaller than one acrc.
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ral changes. A seasonal dummy varable is
also included to aceouont for all sales occurring
berween April and September, the peak of the
residential sales matrket, Housing sales prices
are adjusted for inflatien using a monthly
consuiner price index,

The study avea is primarily metropelitan,
with all houses within close proximity to
downtown Greenville, with employment and
shopping fairly evenly distributed throughout.
Neighborhood variance is accounted for
througl thres census bock varables derived
from the T8, Census 1997 updale: housing
density measured as the number of housing
units per square mile, median honsing price,
and aversge houszehold size, Summeary statis-
tics for housing characleristics are shown in
Table 1.

As indicated in the review of previcus
literature, there i3 no consensus on what
measure ig the bast indicator of schoal quality,
Furthermore, models using singular measures
can be subjert 1o comited variables bias, with
cach measure capturing & different aspect of
the school but none gving a Liolistic assess-
ment of the schools® performance, The cate-
gorical quality rankmgs used in this study are
hased on seversl continuous messures (some
of which have been wsed in previeus studies)
and are arguably a morve reliable measure of
relative performance and achicvements of
schoels 1o Greenville, South Carclina. These
school ratings are assigned by the state and
vary by grade level. For schools that include
only kindergarten through second grade, the
rating is based on student attendance, pupil-
to-teacher ratios, parent involvement, and
early childhood accrsditation and professional
deveiopment, For elementary and middle
schools with grades 3 through &, the rating is
based on student peiformance on the state
standardized test, the Palmetto Achiesvement
Challenge Test. Finally, for high schools, the
rating is based on the percentage of tenth
graders and seniors passing the High School
Assessment Program, the percentage of se-

*Eligibility for LIFE Scholarships is hased on
grade point average and SAT scores.
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Table 1, Descriptive Statistics for Non-School Variables

Yanable MMean =D Mimimurm kMaxamum
Stuctural
Condition 80.15 13.27 5 100
Bathroomms 1.68 0.77 0.5 7
Squars footage 1,442 613 240 6,276
Ait conditioning 044 0.50 0 1
Crarape 0.1} 0.3 0 I
Acres 1-4 0.04 0.19 0 1
Actes = 4 0.2 0.14 a 1
Temporal
April-September sales 0.56 050 0 L
1995 0.14 .34 { I
1906 (33 0,37 0 |
1997 056 0.37 0 L
10098 017 0,37 0 L
1090 0.16 0,38 I} i
2000 006 0,24 ] i
Neighborhood
Median home valuc ag%.405 30.149 30,000 258,929
Houzing density {unitsmid) 1.425 635 133 3,875
Avetrage honsehold size 2.20 0.33 1.05 3.05
Proximity
Farks
5B Park = 100 ft 0005 o.07 0 |
8K Park 100500 % 0.04 (1| ] |
SA Park < 3,200 ft 029 EE 0 |
WB park < 4501} .04 0.20 H |
WEB park 450-600 fi 0.02 .14 0 1
WA Park = 1,600 1t ooz 0.13 H |
Golf coursa
Within 300 ft 0.006 007 Q !
300-1,320 fest 0.03 0.7 0 1

Dlote: 5T 15 small Basie, SA is small sssthetic, MB iz meduun basic, and BA is mediom asslheric

niors eligible for the state’s Lepgislative In-
centives for Future Bxcellence (LIFE) Seho-
larships to lour-year jostitufions,® and the
graduation rate.

Each schonl is rated on its absolute
performance 25 measured against the target
achievement level {2010 goal} of performance,
Performance is cateporized as Excellent,
Good, Average, Below Average, or Unsatis-
factory, This study wtilizes the first publicly
released ratings covering the academic year
2000-2001. Among the elementary schools in
this study area, six were rated Excellent, three
Good, 10 Averape, and five were Below

Awverage during this first year. Atnong the
middle schools in the area, none were ranked
Excellent, three Good, four Average, two
Below Average, and two Unsatisfactory.
Among hiph schools, three were raled ag
Excellent, two Good, and two Below Average.
Table 2 shows the distnbution of houses by
schoal quality for sach level of school,

This research expands upon an earlier
study that foectsed on the value of park
proximity in the city of Greenville (Espey
and Dwusv-Edusel). Parks were classified into
four catesories based on size and amenitias
available: small bagic (8B), small aesthetic
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Table 2. Distribution of Houses by School
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Table 3. Distribution of Houses by School

Omality Proximity
School MNumber Percentasc School Mumber  Percontage
Juality of Houses of Houses Proxinity of Houses  of Houses
Elementary Schonl Eletnentary
{Insatisfactory n 0.0 Less than BOO fi 430 11%
Belaw Average 81 22 Betwaen 800 and
Aveorage 1,073 28.8 10,760 1 2,024 8.4
Good 1,355 6.3 Farther than
Excellent 1,223 ne 10,780 fi Elnn 101
Middle Schoo! Middle
Unsatisfactory 43 12 Lass than B ft 34 1.4
Belpw Average M) 24 Between 800 and
Average 1,954 524 11,631 fi 3,174 B51
Good 1,645 44.1 Farther than
Exceallent 1] 0.0 11,631 Ft 504 13.5
High Sehool High
Unzatisfactory ] 2.0 Less than 80O fit 2z 0.a
Eelow Awverapes M 1.5 Betweesn 800 and
Averaps 0 0. 1,500 ft 152 4.0
Good 501 13.4 Betwreeen 1,600 and
Exeellent 3,160 a7 15295 1L 2,345 76.0
Betwean 15,255 and
20394 1t i 15.5
wlore than 20,394 ft 135 35

(8A), mediom basic (MB), and medium
aesthetic (MA). Small basic parks had some
playground equipment in 2 sandy area and
a small arca of grass. Small acsthetic parks
had some playground equipment, more trees
and grass, and generally appearsd better
maintained. The medivm besic parks had
basehall fields but did not appear well main-
tained. The medium aesthetic parks had
a range of recreational amenities, including
ball fields. Frisbes poll, teonis courts, and
natural trails. All appeared well mamtained
with both developed recreational areas and
natural areas available.

Linear distance {rom cach house to the
nearest park was caleulated i ArcView. An
iterative procedurs was used o determine
significant ranges of park proximity. First,
B boundary beyend which parks had no
significant influence on prics was determined
for each patk type. Then within that range, the
differential influence of various ranges was
estimated, producing st different park prox-
imity dummy wvariables. Proximity te a golf
course in the stndy area was estimated in

the samae manner, producing two significant
proximity dummy variables. Sarnmary statis-
tics for these wvariables are also showm in
Table 1.

Linear dislance from each house to each
school type, clementary, middle, and high, was
also caleulated. Since not every house is near
a park but every house 15 zoned for each level
afl school, the calenlation of the value of
school proxiouty was conducted somewhat
differently from the value of park proximity
by measuring proxinnty relative to the aver-
age. Hence boundariez lor analysis were
initially set by determining distances less than
and preater than the mean digtancs from each
school type that had a sipnificantly differeni
impact on housing values relative to the
average distance, Then within these ranges,
an iterative process was used to determine if
there were finer proximity gradations of
significance. These proximity variables are
shown in Table 3, along with the number of
houses falling in each range.
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Model and Empirical Results

The hedanic price of houses in Greenville iz
gstimated as

(3}

where P; is the log of the sales price of a given
houwse, 5, iz & veslor of structural housing
characteristics, J; iz 4 wvector of temporal
chatacteristics, N i3 & veolor of neighborhood
characteristics, R; iz a wector of park, goif
course, and school prosimity variables, and &,
is a wveetor of elernentary, middle, and high
school quality ratings,

Since the school ratings 3id net begin uniil
2001, eovering the 2000-2001 school year, this
analysiz assumes that those ratings are in-
dicative of the percoption of buyers of houses
in the stmdy area proer to that time and that
those perceptions did not change over the time
peried of the study, 1994 to 2000, For
comperison, the maode] is estimated using both
the {ufl 19942000 data set of 3,732 abserva-
tions and the truncated 1998-2000 data set ol
1,452 ahbservations, with the proximity vari-
ables generated as deseribed above using the
full data set. Both of these data sets are used to
estimate the model with aod without the
school proximity variables to tllustrate the
influence of sehool proximity on the estimates
of the value of school gquality. For further
comparison, end to illusirate the robustness of
the school proximity coefficient estimates,
each dats set s also used io estimate the
model withont the school quality variables.

Resultz are shown in Table 4.* Coefficients
estimates for contintous vardables indicate the
percentage change in the dependent variabile
houging price. For demmy variables, the
percentage change in the dependent variable
it a semi-log model is equal to & — 1. whers
B iz the coefficient estimate for that durmmy
variable.

Structural and neighborhood coefficient
estimates are of the expected sign and
generally consistent across models. Thus,

Pf = f':-'g-'- T.I'g Ni’r -Rh Qi’}1

*Tegty for the presence of heteroskedasticity were
oot signifieant.
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bathrooms, square {ootage, air conditioning,
presence of a garame, more acreage, and better
general condition of the honse all contribute
positively to howsing value, while an increase
tn housing density and average household size
in the neighborhood have a negative fmpact.

The park and golf course proximity co-
efficient estimates are also of the expected sign
and conszistent within each time period. Very
close proximity to the basic parks has
a negative influence on property values, but
proximity otherwise has a pogitive impact. The
distance over whick parks impact housing
valves varies from 600 feet for the basic parks
to 3,200 feet (0.6 miles) for the small acsthetic
parks. Variance between the full time series
results and the truncated time series results in
terms of the size of these impacts may be
related 1o changes in park facilities and
maintenance over time, particularly for the
aesthetic parks that appear to have a more
positive umpact on property valtes in the later
time period,

The school proximity coefficient estimates
shppest tlhere is a positive value associated
with proximate location to schools and
A megative value associated with preater than
average distance from schools. High schools
are the exeeption to this, with very close
proXimity generating a tepative impact on
housing value. This, however, is not surprs-
ing, as high schools tend to have more
nighttime activities and night lights that would
be expected to have a nepative impact on
surrounding residentfal properties. Location
within BOD fect, about 0,13 miles, of elemen-
tary schoals iz estimated to produce housing
values from about §% 1o 13% higher than
houses located BOD feet to about two miles
awny, while houses Tocated more than two
miles from en elementary school have valuas
about 10% less. Location within 800 feet of
a middle schaol esuld increase housing valnes
as mueh as 129 relative to houses 800 foet to
about 2.2 miles away, while location further
than 2.2 miles negatively impacts housing
prices by about 18,

While very close proximity to high schools
is found to have a negative impact on housing
values, only a small fraction of the data set fell



Table 4. Empirical Results

19942000 19942000 1994 _200K] 15998 200 19952000 19952000
Variable (n=3,732) (n=3732) {n=3732) {n=1452 (m=1,452) (m=1,45%)
Stouctural
Concdition LOGTH** (14.55) 00493+ []3,81) 0.049"+= (17.01) 0053 (B.71) Q.04 7*** [77.70) Q.55+ (10.24)

Condition squared
Bathrooms

Square footage
Squamn footage
sguared
Aijr conditioning
{(jarapge
Acres 1-4
Acroage owver 4
Tempinal
April—Sept sales
1905
1906
19497
1508
19049
2000
Meighborhood
medinm value
{1,000s of ¥
Housing density
(1000 unitsAmi®)
Housshold size
Proximity
Purks:
5B < 100 It
5B 100-600 fit

—D.00D26**+

(—12.24}
0.209% 4+ [16.05)
DOpw***

(22.67)

—1.15 3 107

{—12.96)
0021 (1.3%
00497+ (2.29)
. 104%%* (3,13}
0.126%%* (2.30)

DO28** (2.19)
0007 (D-21)
D.D35*** (2.59)
D.10%** {4.33)
0.156%** (7.01}
D.2L5+%* (9.30)
D.20744% (6 85)

D.OQL7*** (8.51)
—[L105"* (—B.1T}
—{L0458* (—1.95)

—D.26EY [—2.92)
DDEGH* (2.63)

— 0000338+
(—11.14)
Q207%%* {16.33)

D.00DBR** (72 68)

—1.0G i Q[T
(—12.59)
0.015 (1.18)
D.046** (2.19)
0.102%% (3.16)
Q1224 (271

0.025** (2.00)

~0.0022 (—0.10)
0.045%% (2.06)
D.0947%% (4.25)
0.153% %4 (6.97)
D.21744% (0.74)
0.2027%* (5.86)

(LOGIE*** (0.4
— 0070 (324}
—0.032 {—1.33)

~0,180%* (—2.02)
D072 (2.13)

—Q.OOZE
(—14.41)
(0.19%%* {14 9T

QL0009+ (23.67)

—1.16 X 10~"n
(—13.20)
0.019 (1.26)
0.045%* (2,32)
0.117%** (3 55)
0.134%4% (2.93)

0.024% (1.92)
—0.00033 {—0.01)
0.042* (1.87)
0.097%** (4.33)
0.133%*% (6.84)
0,221 #4% (9.76)
0.196%** (6.57)

Q.0UZI*** (11,073
— [ OFd*+** {—5,68)
—0106*** (—4.33)

—[D193%* {—2, 1%
0.062* (1.536)

—0.000304++
{—7.50)
0.107%%* (5.04)

D_UOg9*** (12 50

~1.21 K LT
(—7.41}
0.00%7 (0.37)
0.032 {0.89)
0.135%** (2.90)
0.20204% (2.50)

0016 (0.75)

0.051%% (2.15)

0.036 (1.14)

[.O021 %% (6.80}
—0.083%* (—3 8])

—0.056 (— L.30)

—0.138 [—0.68)
—0.015 (—0.23)

— 000027
{—5.65)
0. 1964%* (9.1]}

D ODDER**+ (12 4R)

—1.14 K 10T
{—7.11)
0.007 {0.2%)
0.036 {1403
[0.122%%* (2.70)
D.204%% (2 6])

0.O1T (0.52)

0.058%+ (2.55)

0.037 (1.21}

0.00224%* (6507
—0.061*** (—2.66)

-0.05(—1.17)

0.023 {0.12)
—0.041 {~0.65)

VR EL TR
(—2.20
O 178%** (R.16)

D.00095%+* (1325}
—1.24 X (O
{—7.61)

0.016 (0.60)

0.037 (1.05)

(. 122%%* (2.64)

0.1994* (2.56)

008 (0.39)

0.063*%* (2.70)

0.032 (0.53)

0.0025%** (§.16)
—Q.084%** (—3.83)

~{L134%** (—3.21)

—0.02 (~0.10)
—~0.046 (~0.79)

sargey AlBdosg [PRUIRISN PUD Sooyay upg pre dadiyy Tapnp-rsamg
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Table 4. (Continued)

1904 2000 159942000 15942000 199 5.~ 200 195820100 19882000
Wariable (m=3,732) =373 {n=3,732}) (n=1,452) (n=1452) {n=1452)
SA = 2200 0t LODH"* (527} 0. 116%** (6,75} 0. 154 (O 53 013w+ (4 5By 0. 135%%* {4 74y L 1E8%** [6.26)
MEB =< 430 — (0 095*** (—=275) -0 124% {(—3.44)  —0 107 (—2.E89) —D41% (—2.43) 0TS (-300) —{L152%* (—2.55)
MB 450500 {t 0.098** (2.12) 0.023 {2.063) 0.132%* (2.84) 0239+ (3.1 Q2020 (2 81} (.220%** (2.36)
MA = 1600 Q237 (4.0 0.3893* (673 DABO** (4.08) 03307 (1.20) 0.308*** (4,73) 0.425%%% (4.01)
Galf course
Withun 300 ft 02627 (3.04) 0.243%== (7 04} 0217%* (2.58) 0.252* {1.84) 0.0.248* (186 0214 (1.5h
3001320 i Q116*** (2.8 0.09]1** {230 0082 {1.680) 0.077 (1.12) 0.063 (1.01) 0036 (153
Schools:;
Elzmentary:

Within 800 ft
Fast 10,780 &t
Middle:
Within 80D ft
Past 11,631 ft
High:
Withio 800 It
BO0—1 600 fi
15295207394 ft
Fast 20,3594
School quality:
Elementary:
Below average
Good
Excellent
DMTicte:
Tnsatisfactory
Below average
Ciood
High:
Below avcragc
Exccllcnt

—QL17EH* {—300%)
— 06 (—2.13)
[1,132%%* (590}

- 0075 {— 100}
—0.63%** {(—11.51)
—0.145*** (—5.97)

—Q. 187 (224
O.0da* {187}

0.074%** (3.29)
—0.051*=* (—3.65)

D.10% (1.76}
—DETT (—6.07)

(307> (—3,52)
D.205%** (5.28)
—0.132%%* (—5.38)
—0.2434%* (—§.43}

—~0.078 {(~1.23)
~D.07%* (—2.32)
0.12%#+= (4.56)

—0.167** (—2.12}
—0,343%%* (—5.37)
— .05+ (—3.60)

—0.072 (—1.24)
(LG e (3 78)

£.103* " (4.537)
—0.123%%4 [—5.3)

0002 (0.043
—0.15*** (—1.07)

—0.278%%% (—3.30}
0.224%% (5 R0}

—D.20%** (--5.39)

—0.249%%% {—5.80)

0.073*%* (3.25)

—[220%* {~2.44)
—0.020 {(—0.40)
0.195%** (5.00)

— 0010 {—0.08)
— 0, 2%+ (—§.58)
—0.002** (—2.24)

—L092 (—0.93)
0.100** {2.41)

0.11#*** (2.93)
—0.038 (—0.BE)

0001 {0.01)

—0165** (—3.10)

—0.298%% {—2 343
0.184%** (2.34)

—0A57** (—4.33)
—=0.262%** (—4.13

—0.11 (— 1.0y
—0.062 (—1.15
O 14" (3.533)

—0.147 (—0.98)
—0.42B%** {—4.10)
—0.044 {—1.04)

—0.036 {—035)
0139 (311}

0.143%** (3.7%:)

-~ 0.065* {1.63)

—0.11 {—1.21}
—D223%4* {5 03)

—025%* {(—2.21}

0.216%** (3400

—0.251*%* [—7.03)
—0.224*%%* {—3.57)

0.152%4+ (1.95)
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Table 4. (Continued)

15942000 19042000 19982000 FOSE—HI00 19952000
in

19342000

n

=3.731} {n=3,732) (n=1452) {n=1452) {n=1,452)

3.732)

Variable

All above average

Q723 anz 0682 0,100 0685

0.706
Mote: t-ratips are 1o parenlheses. Sipnificance levels *¥*=001, **=0.05, *=0.1

Adjested R-squared

5B 15 amall basic, A, & small aesthetic, BB is medium basge, sod MA i medinm acsthetic.

into this category, generating am estimated
29% reduction in housing wvalve, Location
within 300 to 1,600 feet (0.15 to 0.3 miloes)
from a high school iz sstimated to increase
housing values by about 25% relative to those
houses between 0.3 and threc miles away.
Being far from the high school to which the
house is zoned for attendance i estimated to
have a relatively strong negative impact on
housing values, reducing price 14% to 19% for
houses about three to four miles away and
about 25% for houses more than four miles
AWAY.

The coefficient estimates for school quality
generally have the expected signs, with a neg-
ative vaiue for Unsatisfactory and Below
Average schools and a positive value for
Excellent sthools. The exception to this is
the negative value for the Good rating for
elementary and middle schools, Given that the
ratings were not released until after the time
period covered by the data in this analysis, it
may be that prospective home buyers could
not easily differentinte between average and
good schools. Excellent and poor schools may
be easier to distinguish even without public
ratings. The magnitude and significance of
nearly all of these school quality impacts were
reduced, however, when schoe] proximity was
also inchided in the repression, despite rela-
tively low comrelation between guality and
proximity.

The gquality rating coefficient estimates
indicate the impact on housing price for that
deviation from Average, mssuming the other
two school levels are held constant at Average
{or Good in the case of high schools since
there were no average high schoals in the
study arca). Below-average elementary and
high school performance was not statistically
significant but wag significant for middle
school performance. The most consizient
impact across models was the positive impact
of excellence at the elementary and high
school levels, possibly increasing housing
prices by as much as 13% relative to averape
ratings.

Since home buyers may be interested in
having an above-average or excellent oppor-
tunity for their children at gll school levels,



20

two additional models were estimated to
deiermine the impact of having ali schools
nbove average. Since none of the middle
schools in the study arvea were ated Excellent,
it was not possible fo estimate this joint
impact. Sixtecn and a half percent of tbe
houses were zoned for all above averape
achools, with nearly all of these cxeellent at
both the elementary and high school levels,
Such zoning was estimated 1o have a positive
impact on housing values of 9% to [9%.

Conclosions

Both amenity and disamenity values become
capitalized in the value of houses. The hedonic
pricing technique is used in this smudy to
determine the dmpact both proximity to
schools and school quality have on residential
property valaes in Greenville, South Carolina,
While past studies have included estimation of
the impact of various measures of school
quality on residentinl property values, very
few have considersd the effect of distanee
between houses and schools. This analysis
includes estimation of the effect of school
proximity and also analyzss these impacts for
all three school levels: elementary, middle, and
high achool,

The impaci of school quality and prod-
imity is not limited to families with achool-
aged children but extends to residential
property owners generally. As has been found
in previous studies, school quality has a sig-
nificant positive impaet on residential prop-
erty values. However, the impact of school
proximity appears to be as significant in
terms of property values, with close prox-
imity penerally making a positive contribution
to property values while greater than average
distance from schools correlates with signifi-
cantly lower property values. Further, the
impact of proximity was more consis-
tent over time than school quality, perhaps
becauge quality can vary within a school
across teachers, grades, and over time. While
this research cannot determine whether prox-
imity matiers because it means a reduced
commute or Decause it means easy accesd to
recreational facilities, the impact is consistent-

Journal of Agricultural and Applied Economics, April 2007

ly sipnificant for all school levels and owver
time,

These findings: shouwld be of particular
intersst ™M prowing communities facing deci-
gions of locating new schools. Eduecational
quality is not the only factor affecting parental
and student zatisfaction with schooling. While
patents are aften the most vocal proponents of
shorter commutes ta schools, other properly
owners cowld also bepefit throupgh increased
property vales. Both improved educational
guality and prodent choices about school
locations could produce rewards for school
disiricts and local communities through in-
creased property lax revenues generated by
higher property values.

[ Reeeived Seprember 2003, decepred Hime 2004,
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