
The foreclosure crisis in the United States has been grabbing

headlines across the country. With 250,000 families entering

foreclosure every three months, and with mortgage bankers

predicting that 1 in 200 homes will be foreclosed upon, the

magnitude of the crisis cannot be ignored.1

The city of Cleveland and Cuyahoga County have been at the

center of the crisis, including national media coverage of the

local problem in the New York Times in March 2009. The

foreclosure rates in Cuyahoga County more than quadrupled

from 2000 to 2007 and the number of homes being sold at

Sheriff’s sales have similarly increased.2

Children are among the most vulnerable victims of the crisis.

While there is no data specifically concerning the number of

children whose homes are in foreclosure, recent projections

estimate that 2 million children will be directly impacted by

the foreclosure crisis nationally over the next two years. This

number represents 68,500 children in Ohio alone. This esti-

mate is likely low as it relied on rates of default in the sub-

prime market, but did not take into account that all the

defaults now will be in the prime lending market credit

crunch, nor does it include those children evicted from rental

units in default.3 In Cleveland, for example, 50 percent of the

foreclosures are on rental properties; therefore, none of the

children of any of these renters would be included in the

above estimate.4 Apart from the significant stress and trauma

of losing their homes, these children will likely experience

considerable disruption in their educational and social lives.

Schools are frequently on the frontline of serving children dis-

placed by homelessness, one of the major consequences of

foreclosure, and are likely to see an increase in the numbers

of homeless students.5 In Cleveland, for example, the

Cleveland Metropolitan School District (CMSD) served 2,100

homeless students by April 1, 2008, a 30 percent increase in

the number of homeless children served from the prior year.6

While most families going through foreclosure do not neces-

sarily become homeless, the costs of foreclosure on children

and families are nevertheless potentially far-reaching.

Foreclosures directly affect children through residential insta-

bility, frequent school changes and, in some cases, homeless-

ness. Residential mobility that results in changing schools,

whether because of foreclosure or any other reason, has seri-

ous implications for a student’s academic success and class-

room participation.7 Homeless and highly mobile students

have long term lower academic achievement and slower

growth, despite remaining a very heterogeneous group with

varying academic needs overall.8 The mental health of chil-

dren may also be at risk as a result of unstable housing, due

to increased levels of stress and anxiety associated with fre-

quent moves.9 Moreover, some research has shown that life

crises such as foreclosure can increase the likelihood of child

abuse in a home.10

A better understanding of the impact of foreclosure on chil-

dren would help to inform policymakers and practitioners in

targeting and expanding necessary social services to support

children and families experiencing the fallout from foreclosure.
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Study Aims

Dr. Coulton and colleagues were interested in under-
standing both the path a foreclosed property takes
from the initial mortgage lending practices at property
purchase to the ownership and subsequent devalua-
tion after the fact. Utilizing existing and publicly avail-
able data, they sought to answer the following study
questions in both studies:

• What is the connection between foreclosures and
the circumstances surrounding the mortgage loans
that are the subject of these foreclosure filings?

• What entities take ownership of these foreclosed
properties and for how long do they hold them?
Who purchases these homes next, and how do the
sales prices compare to the value of the homes
prior to the time they entered the foreclosure
process? And have these patterns changed as the
number of properties being auctioned at sheriff’s
sale has skyrocketed?

Pathways to Foreclosure11

METHODS Using probabilistic matching techniques to
link mortgage records from HMDA (Home Mortgage
Disclosure Act) with locally recorded mortgage docu-
ments and foreclosure filings between 2005 and
2008, this study analyzed matched records of pur-
chase loans and refinance loans originating in
Cuyahoga County during that time period.

FINDINGS The study finds that by far the strongest
predictor of a loan foreclosing is its status as a high
cost subprime loan.12 Holding other factors constant
(race of borrower, income of borrower, owner occu-
pied, piggy back loan, and name of lender), home
purchase loans that were high cost subprime had an
816 percent higher chance of going into foreclosure
than other loans. Indeed subprime lending accounted

for 84 percent of the foreclosures on home purchase
and refinance loans in the study period. And because
the study tracked loans for only three years at the
most, this is an underestimate of the ultimate sub-
prime foreclosure impact. Additionally, African-
Americans at all income levels in Cleveland, as in
other highly segregated industrial cities, were more
likely to receive high cost subprime loans compared
to their white counterparts.

Foreclosure and Beyond13

METHODS This study tracked all residential properties
in Cuyahoga County with Sheriff’s deed transfers
from January 2000 to September 2007, looking
specifically at to whom the deed was transferred,
estimated market value of the property prior to
Sheriff’s sale, and the price at which the property was
sold. The study data come from computerized
records of the Cuyahoga County Recorder and the
Cuyahoga County Auditor and are provided by the
Center for Housing Research and Policy at Cleveland
State University.

FINDINGS This study finds that the typical foreclosed
home spends an extended period in the ownership
of a financial institution or real estate organization
(i.e. inactive ownership) before it transitions back into
productive use as an owner occupied or rented
dwelling. As foreclosure rates have increased, the
period of inactive ownership and probable vacancy
has lengthened from four months in 2000-2002 to
eight months in 2006 and the lengthening trend
continuing in 2007 at the conclusion of the study.
Increasingly, as homes transition back to home owners
or investors, they have lost more of their value than
was the case for foreclosed properties prior to the crisis.
For example, a house sold at Sheriff’s sale in 2000
and resold in 2001 recovered 75 percent of the value
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of the home versus a house sold at
Sheriff’s sale in 2006 and resold in 2007
only recovering 44 percent of the value.

Research Conclusions and
Recommendations

Local efforts should focus on supporting
homeownership and credit availability,
especially for people of color and neigh-
borhoods that were specifically targeted
during the recent subprime lending epi-
demic. Better education is needed
regarding the lending process, so that
borrowers can make more informed
decisions when contemplating their
financial options. The creation of entities
that can receive and hold properties that
go into foreclosure until productive
development can take place and condi-
tions are more stable is imperative,

especially in areas of high impact. Due
to the disproportionate effect on certain
geographic areas, monitoring systems
are required to prevent these properties
from sitting vacant and deteriorating.
Finally, enforcing property maintenance
and upkeep rules, particularly as more
properties are sold to entities located
outside of this region, raises a vital role
for advocacy. Policies also should focus
on strengthening the market in these
specific areas.

Support

These are two reports in a series on the
foreclosure and lending crisis made pos-
sible through the generous support of
The Cleveland Foundation and The
George Gund Foundation.
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This figure shows the number of foreclosures in Cuyahoga County over time, the location of the
foreclosures, and the number and location of homeless families in the county demonstrating the
disproportionate geographic distribution and resulting burden of the foreclosure crisis in
Cuyahoga County.

FORECLOSURE FILINGS IN CUYAHOGA COUNTY
with Homeless Families in Cuyahoga County 1995-2008 and

Last Zip Code Before Becoming Homeless 2005-2008

PREPARED BY Center on Urban Poverty
and Community Development,

Mandel School of Applied Social Sciences,
Case Western Reserve University

SOURCE Homeless Management Information
System (HMIS database), May 6, 2008
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The findings of these two studies further
illustrate the extent of the foreclosure crisis
in Cuyahoga County. Behind the bare statis-
tics of the issue are families and children
being affected in their everyday lives by the
displacement caused by foreclosure. The
consequences of both home instability and
frequent mobility on a child’s educational
achievement can be dire; as such, support-
ing children and families during these crises
and transitions is among the more pressing
policy challenges. This may include enhanc-
ing existing services, such as the school-
based mental health services, specialized
tutoring, and transportation and counseling
assistance to homeless and highly mobile
children. While school based strategies are
effective for some students, the fundamen-
tal issue of affordable housing availability is
a more viable long term solution to the
problem of student mobility.14 A recent
Urban Institute report focusing on the
impacts of foreclosures on families and
communities recommends a three-part
response to the foreclosure crisis: (1) Work
with families to prevent foreclosures and
keep families in their homes with counsel-
ing and loan modifications; (2) Implement
neighborhood stabilization programs to miti-
gate the harmful community impacts of

foreclosures; and (3) Enhance the availabili-
ty of existing services that help families
recover from foreclosure, such as emer-
gency housing assistance, increased in-kind
assistance (i.e. food and clothing), special
school programs to assist families in transi-
tion, and counseling and support services to
address more severe issues (i.e. mental
health) that may have been exacerbated by
foreclosure.15 A clearer understanding of the
magnitude of the foreclosure crisis on chil-
dren will better equip policymakers and
practitioners to coordinate and target the
most needed services for the most vulnera-
ble children.

A Call to Action for Further Research

Recent studies have only begun to expose
the foreclosure crisis and its potential
impact on families and children. This is in
part due to the fact that the extent of the
mortgage crisis has only been a very recent
development and also because families
affected by foreclosure are extremely diffi-
cult to track. In order to understand the con-
stellation of issues surrounding a foreclo-
sure, further research needs to be done to
contextualize the impact of foreclosure on
children, and not just on the properties
themselves. A more comprehensive study

of the impacts on families affected by fore-
closure, with both a qualitative approach to
understand the context of the children in
these families and a thorough review of the
relevant demographic and administrative
data, would yield substantive information.
Understanding the scope and pathways to
foreclosure for families will better enable
policymakers and administrators to shape
effective preventative policies and programs.
In addition, better information about the
kinds of help that is useful for highly mobile
children and families under duress would
enable service delivery systems to identify
points of intervention and better support
children and families in transition. Similarly,
gaining a more accurate picture of the
recovery process – regaining fiscal security,
finding stable and affordable housing, re-
establishing credit – would inform the
design of programs aimed to help families
experiencing a foreclosure crisis get back on
its feet. Finally, as federal stimulus dollars
through the American Recovery and
Reinvestment Act of 200916 become avail-
able to address the foreclosure crisis,
research and evaluation funds should be
directed to tracking and assessing the
impact of those programs specifically on
children and families.
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IMPLICATIONS FOR POLICY AND PRACTICE
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