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Research Question
What factors influenced the selection of Opportunity 
Zones?

List of > 42,000 eligible Census tracts published by U.S. Treasury in early 2018
Tracts are neighborhoods with ~2,500-8,000 people

Eligible if: 
- Median income no greater than 80% of area’s median family income OR
- Tract had poverty rate over 20%

Each governor selected up to 25% of eligible tracts as Opportunity Zones
Final list reviewed and announced by Treasury in May-June 2018
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How did politics affect the OZ selection process?

1. To what extent did governors select politically aligned zones?
→ Due to superior information via political networks, or
→ Way to reward constituencies

2. Did the type of information used by states alter the influence of 
political affiliation? 

→ Examine selection processes used

3. Do any of the early outcomes of the policy vary based on 
political affiliation?  

Research Questions
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Critiques of OZ selection
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Research Design & Sample of Census Tracts
Sample:  
• All Eligible Census Tracts in U.S. States with data (n=40,620 (98.8%))
• Selected Census Tracts (Opportunity Zones) vs. Eligible-but-not-selected Tracts

• Political affiliation
• Construct: whether local constituents are of the same party as the governor
• Measure: whether local state representative is of the same party as the 

governor

𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 𝒂𝒂𝒂𝒂 𝑶𝑶𝑶𝑶 = 𝛼𝛼 + 𝜷𝜷𝟏𝟏𝑺𝑺𝒂𝒂𝑺𝑺𝑺𝑺 𝑷𝑷𝒂𝒂𝑷𝑷𝑺𝑺𝑷𝑷 + 𝛽𝛽2𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑅𝑅𝑅𝑅𝑃𝑃𝑃𝑃
+ 𝛽𝛽3𝑀𝑀𝑃𝑃𝑀𝑀𝑀𝑀𝑅𝑅𝑀𝑀 𝐻𝐻𝐻𝐻 𝐼𝐼𝑀𝑀𝐼𝐼𝑃𝑃𝐼𝐼𝑃𝑃 + 𝛽𝛽4𝐶𝐶𝑃𝑃𝑀𝑀𝐶𝐶𝐶𝐶𝐶𝐶 𝑇𝑇𝑃𝑃𝑅𝑅𝐼𝐼𝑃𝑃 𝐶𝐶𝐶𝑅𝑅𝑃𝑃𝑅𝑅𝐼𝐼𝑃𝑃𝑃𝑃𝑃𝑃𝑀𝑀𝐶𝐶𝑃𝑃𝑀𝑀𝐼𝐼𝐶𝐶 + 𝑆𝑆𝑃𝑃𝑅𝑅𝑃𝑃𝑃𝑃 𝐹𝐹𝐹𝐹 + 𝜀𝜀
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Demographics, Political Connections, & OZ Selection
Dependent Var: Indicator = 1 if OZ (1)
Poverty Rate 0.005***

(0.000)
Median HH Income -0.004***

(0.000)
Tract Population 0.005***

(0.001)
% White -0.000***

(0.000)
Urban Level -0.011***

(0.001)
% Educated -0.000

(0.000)
Employment Rate -0.005***

(0.001)
Socioeconomic Change 0.087***

(0.019)
Investment Score 0.008***

(0.001)

Observations 40,620
State Fixed Effects? Yes
R-squared 0.113

One p. point increase results in
0.5 p.p. higher likelihood of selection (~ 2.0% inc.)

0.4 p.p. lower likelihood of selection (~ 1.6% dec.)

0.6 p.p. higher likelihood of selection (~2.0% inc.)

9.8 p.p. lower likelihood of selection (~39.2% inc.)
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Demographics, Political Connections, & OZ Selection
Dependent Var: Indicator = 1 if OZ (1) (2)
Same Party 0.019***

(0.005)
Poverty Rate 0.005*** 0.005***

(0.000) (0.000)
Median HH Income -0.004*** -0.004***

(0.000) (0.000)
Tract Population 0.005*** 0.005***

(0.001) (0.001)
% White -0.000*** -0.000***

(0.000) (0.000)
Urban Level -0.011*** -0.010***

(0.001) (0.001)
% Educated -0.000 -0.000

(0.000) (0.000)
Employment Rate -0.005*** -0.006***

(0.001) (0.001)
Socioeconomic Change 0.087*** 0.087***

(0.019) (0.019)
Investment Score 0.008*** 0.008***

(0.001) (0.001)

Observations 40,620 40,620
State Fixed Effects? Yes Yes
R-squared 0.113 0.113

If the local area is of the same party, 
1.9 p.p higher likelihood of selection 
(~ 7.6% increase)
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On average, governors chose OZ tracts that were:
• Poorer, more populous
• Already-improving (“gentrifying”)
• Of the same political party

Summary of Results for RQ#1
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Very little public information about Opportunity Zones present 
during the selection period

RQ2: Did the type of information used alter the influence of political affiliation? 
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• Augment specification to include interaction terms that span all 
processes

• Professional engagement, public comment, application

RQ2: Did information channels alter the influence of political affiliation? 

In states with no formal 
process, likelihood of picking 
same party area is 25.6% 

Dep. Var = 1 if OZ (1)
Same Party 0.064***

(0.018)
Same Party x Prof. Engagement -0.065***

(0.019)
Same Party x Public Comment & Prof. Eng. -0.061***

(0.020)
Same Party x Application & Prof. Eng. -0.023

(0.021)
Same Party x All Three Processes 0.010

(0.027)
Controls? Yes
Observations 40,620
State Fixed Effects? Yes
R-squared 0.114

Professional engagement 
completely offsets the role of 
political connections
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RQ3: Is any economic response affected by political affiliation?

Does political affiliation signal better information or rewarding of 
politically aligned constituencies?

We study the industry most likely to respond: 
• Commercial real estate transactions (2016- Q1 2019)
• New construction building permits (2016-2019)
• Construction employment (2016-2019)

Greater investment in Same Party areas → More optimal selections
Less investment in Same Party areas → Less optimal selections

Assumptions in studying economic outcomes:
1. Real estate investment is representative of all OZ investment
2. Real estate investment is aligned with policy intent
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Is any economic response affected by this political affiliation?

All 
Areas

Ln(# Commerical Real Estate Transactions)

Selected as OZ * Post 0.025***
(0.011)

Selected as OZ * Post * Same Party -0.018
(0.015)

Ln(# New Building Permits)

Selected as OZ * Post 0.037***
(0.017)

Selected as OZ * Post * Same Party -0.013
(0.026)

Ln(# Construction Employees)

Selected as OZ * Post 0.030**
(0.013)

Selected as OZ * Post * Same Party -0.017
(0.017)

𝐿𝐿𝑀𝑀 # 𝐶𝐶𝑃𝑃𝐼𝐼𝐼𝐼𝑃𝑃𝑃𝑃𝑀𝑀𝐼𝐼𝑅𝑅𝐶𝐶 𝑅𝑅𝑃𝑃𝑅𝑅𝐶𝐶 𝐹𝐹𝐶𝐶𝑃𝑃𝑅𝑅𝑃𝑃𝑃𝑃 𝑇𝑇𝑃𝑃𝑅𝑅𝑀𝑀𝐶𝐶𝑅𝑅𝐼𝐼𝑃𝑃𝑀𝑀𝑃𝑃𝑀𝑀𝐶𝐶
= 𝜷𝜷𝟏𝟏𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 × 𝑷𝑷𝑷𝑷𝒂𝒂𝑺𝑺 + 𝜷𝜷𝟐𝟐𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 × 𝑷𝑷𝑷𝑷𝒂𝒂𝑺𝑺 × 𝑺𝑺𝒂𝒂𝑺𝑺𝑺𝑺 𝑷𝑷𝒂𝒂𝑷𝑷𝑺𝑺𝑷𝑷 + 𝐶𝐶𝑃𝑃𝑀𝑀𝑃𝑃𝑃𝑃𝑃𝑃𝐶𝐶𝐶𝐶
+ 𝑇𝑇𝑃𝑃𝑅𝑅𝐼𝐼𝑃𝑃 𝐹𝐹𝐹𝐹 + 𝑌𝑌𝑃𝑃𝑅𝑅𝑃𝑃𝑌𝑌𝐶𝐶𝑅𝑅𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝐹𝐹𝐹𝐹 + 𝜀𝜀
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Summary

What decides where opportunity knocks?  
• Demographic and political affiliation
• The type of information used appears to play a critical role in 

selection.
• Early outcomes do not seem to vary based on political affiliation
Evidence important for:
• Future empirical evaluation of policy
• Potential future changes in selected Opportunity Zones based on 

recent census



2/24/2021          Frank, Hoopes, and Lester What Determines Where Opportunity Knocks? 14

Thank you
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