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Owning one’s own home has long been a core value in the United States, and in recent years, Ameri-
cans with disabilities have become increasingly interested in pursuing home ownership. A sample of
148 underwriters rated the probability that an applicant with a disability would be approved for a res-
idential mortgage. Mailed applicant scenarios were randomized across type of disability (physical or
developmental), intensity of supports (live-in or occasional), and source of income (earnings or pub-
lic benefits). Type of disability alone was statistically significant, with approval more likely for the ap-
plicant with a physical disability. Respondents also provided explanations of their decision rationale,
and these narratives were analyzed qualitatively. Implications for understanding the mortgage appli-
cation process and for helping individuals with disabilities enter the housing market are discussed.

Owning one’s own home has long been a core value in the
United States(Hughes & Zimmerman, 1993), yet Americans
with disabilities have historically been substantially less likely
than nondisabled adults to live in residences that they control
(Klein & Nelson, 2000) and more likely to live in severely in-
adequate housing (Consortium of Citizens with Disabilities,
1996). In recent years, many individuals with significant disa-
bilities have become increasingly interested in home ownership
(O’Brien, 1994). The advantages typically associated with own-
ing one’s own home include (a) a greater degree of choice and
control (Abery & Stancliffe, 1996; Galbraith, 2001), (b) more hous-
ing and neighborhood stability (Everson & Wilson, 2000), (c) an
improved sense of community attachment (Cuba & Hum-
mon, 1993; Mesch & Manor, 1998; O’Brien, 1994), (d) greater
economic security and opportunity to accumulate equity (Page-
Adams & Sherraden, 1997; Wilson & Everson, 2000), (e) en-
hanced community status (Everson & Wilson, 2000), and
(f) increased social and community involvement (Howe, Hor-
ner & Newton, 1998; Rohe & Basalo, 1997).

Several initiatives have demonstrated the viability of home
ownership for people with significant disabilities. As perhaps
the most notable example, between 1994 and 1998, an estimated
900 individuals were assisted in purchasing their own homes
through state coalitions affiliated with the National Home of
Your Own Alliance (Klein, 2000; Kiein & Nelson, 2000).

These initiatives identified a number of obstacles to home
ownership for individuals with disabilities. Not surprisingly,
some of the most formidable obstacles are economic (Robert-

son & Dufresne, 2000). A home is typically the most expensive
purchase a person makes in his or her lifetime, and many in-
dividuals with disabilities have particularly limited resources
and earning capacity (Galbraith, 2001). The median income
of individuals with disabilities is about 60% of the median in-
come of individuals without disabilities, and an individual
with a disability is three to four times more likely to live in
poverty as an individual without a disability (Batavia & Beau-
laurier, 2001).

For most people, a key step in the process of purchasing
a home is obtaining a residential mortgage loan from a lending
institution. An underwriter at the institution approves or dis-
approves a customer application for a loan, using approval
guidelines and practices that keep the risk of customer default
below a specified threshold level. Thus, like any other appli-
cant, an individual with a disability seeking a mortgage must
demonstrate to the lender’s satisfaction an ability to make
monthly payments and maintain the home’s value. The items
that are evaluated in reviewing mortgage applications are
often referred to as the “Four C’s” (Fannie Mae, 1998): capacity
(i.e., income potential), credit and capital (i.e., current savings
for down payment and closing), and collateral.

In recent years, lenders have begun to adopt automated
underwriting (Buist, Linneman, & Megbolugbe, 1999) as a
standard practice for mortgage decision-making. Buist et al.
noted that many in the industry believe that automated un-
derwriting “answers the needs for a fair decision framework”
(p. 298) because relevant information about an applicant’s ca-
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pacity, credit, capital, and collateral is assessed mechanically,
without adding other factors or creating bias. In this interpre-
tation, disability is irrelevant to the mortgage approval pro-
cess, and any observed discrepancies in mortgage approvals
across particular groups of people are due to nothing but ob-
jectively evaluated differences in the creditworthiness of those
applicants. However, some disability advocates (Jackson, 2001;
Klein, Wilson, & Nelson, 2000; Robertson, Armand, Anderson,
& Mee, 2000) have raised a concern, based on anecdotal expe-
riences, that such underwriting practices may be a potential
obstacle to home ownership for some individuals with dis-
abilities.

Several potential sources of bias against particular groups
of applicants—especially members of racial or ethnic groups—
have been associated with the residential mortgage approval
process. At one extreme, a lender might engage in outright dis-
crimination by refusing to approve a mortgage to a qualified
applicant out of prejudice. This form of discrimination is
illegal and is believed to be relatively rare (Wachter, 1997). Ac-
cording to Wachter, a second form of “statistical discrimina-
tion” can occur as well. Statistical discrimination refers to the
practice of using a relatively easy-to-assess characteristic of an
applicant, such as race, gender, or disability, as a signal or a proxy
for one or more relatively more expensive or difficult-to-assess
characteristics, such as job stability (LaCour-Little, 1999; Ladd,
1998; Wachter, 1997). This form of lending discrimination,
also illegal, is more subtle and therefore more difficult to detect.

Another, still more subtle, form of bias that may occur in
the approval process relates to differences in the way informa-
tion can be evaluated in different cases, or information bias.
Most likely to be affected by this third type of bias are those
“marginal” loans (LaCour-Little, 1999) that are neither un-
equivocally acceptable nor unequivocally unacceptable.

The most frequently mentioned source of information
bias in the lending process is the “thicker file” syndrome (Wach-
ter, 1997). In marginal cases, a thicker file—that is, possession
of more detailed information about an applicant—has been as-
sociated with more positive lending decisions (LaCour-Little,
1999; Wachter, 1997). Buist et al. (1999) theorized that lenders
respond to cases in which one or more standard applicant fac-
tors used in the assessment process {e.g., the ratio of loan
amount to appraised value) is at or slightly below an estab-
lished approval guideline by searching for one or more posi-
tive factors that compensate for the increased risk. If a
compensating factor is found, the loan can be approved; with-
out a compensating factor, the loan will be denied. A thicker
file results in a higher probability of discovering such a factor.

A mortgage underwriter may have a thicker file on Ap-
plicant A than Applicant B for several reasons. B’s information
may be more difficult to obtain and verify than A’s (Buist et
al., 1999). A lender may also view the type or source of infor-
mation about B as less familiar or less credible than the source
or type of information about A (Ladd, 1998) and err on the
side of caution by evaluating the information less positively.

Individuals with disabilities may be subject to any or
all of these three types of bias. Although no specific data are
available regarding mortgage lending complaints, the U.S.
Department of Housing and Urban Development (HUD) has
reported that complaints of housing discrimination by indi-
viduals with disabilities in general—in relation to all aspects
of housing purchase and rental—appear to be on the increase.
In 2000, individuals with disabilities represented the largest
percentage of housing discrimination complaints received by
HUD (National Council on Disability, 2001).

Empirical data are not available about the relationship, if
any, between disability factors and mortgage loan approval.
The available anecdotal evidence has focused on several sources
of potential information bias. Income from nontraditional
sources (e.g., Supplemental Security Income) may be less fa-
miliar to lenders and therefore viewed with suspicion (Klein,
2000). Alternatively, the earned income of an individual with
a disability, particularly from part-time employment, may be
seen as subject to greater fluctuation and instability (Batavia
& Beaulaurier, 2001). Disability variables may also enter di-
rectly into mortgage decision-making, because a lender feels
that an applicant with a disability, or with a particular dis-
ability, has additional expenses that increase the risk of default,
is likely to experience less stable employment, or might be less
able to care for him- or herself and the home (Jackson, 2001).
On the other hand, the fact that supports are in place for an
individual might lessen a lender’s worry about the risk of de-
fault (Robertson et al., 2000).

In this study, we assessed the impact of disability variables
on the probability of obtaining a mortgage loan for an appli-
cant with a disability. For purposes of analysis, we selected
three variables: type of disability, intensity of supports, and
source of income. We hypothesized that differences in these
variables, given identical information regarding the Four C’s,
would result in different probabilities of success for a mort-
gage applicant.

Method

We created written scenarios describing a hypothetical mort-
gage applicant who was both gender-neutral (“Pat”) and a
marginal loan applicant. The home and home sale price, total
income, applicant debt, and type of mortgage sought were
constant across each scenario. To ensure that the loan was con-
sidered marginal, financial information was generated, using
the Desktop Home Counselor software program published by
Fannie Mae (1997), to ensure that Pat barely met minimally
acceptable qualifications for obtaining the desired loan.

The scenarios differed from one another on three factors,
which served as the independent variables for the study:

1. In some scenarios, Pat was an individual with a
physical disability (paraplegia); in others, Pat
had a developmental disability (autism).
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2. In some scenarios, Pat received intensive sup-
ports (a live-in assistant); in other scenarios,
Pat received less intensive supports (8 hours
per week).

3. In some scenarios, Pat’s monthly income was
primarily through earnings from a full-time
job; in other scenarios, Pat’s earnings were pri-
marily from public benefits supplemented by a
part-time job.

These three variables generated eight different scenarios (2 x
2 x 2). For quantitative analysis, the dependent variable was
the probability of success in obtaining a mortgage to buy the
home. In addition, respondents were asked to provide a brief
narrative explanation of the rationale for, or significant factors
in, their decision, and these responses were analyzed qualita-
tively.

Draft scenarios were piloted in two stages. The first drafts
were reviewed by two mortgage loan officers and a third indi-
vidual whose job responsibilities included statewide training
of mortgage underwriters. Based on the feedback from these
individuals, we revised these scenarios for clarity. The second
drafts were mailed to a random national sample of 80 under-
writers. We developed the final version of eight scenarios based
on responses from this pilot mailing. A composite version of
these scenarios is included as an Appendix. The most impor-
tant change at this final stage was inclusion of a credit score
for Pat. We assigned Pat a credit, or FICO, score (Fair, Isaac, &
Co., 2002) of 700, a score near the low end of the range gen-
erally considered acceptable by lending institutions.

Surveys were mailed to the mortgage underwriter at each
member organization of the Mortgage Bankers Association of
America {MBA), except to the individuals who had been pre-
viously sent the pilot mailing (N = 1,128). Each mailing in-
cluded a cover letter to the underwriter about the purpose of
the study, an applicant scenario, and a postage-paid return en-
velope. The eight scenarios were randomized by zip code prior
to mailing. The first mailing was followed 4 weeks later by a
second mailing to nonrespondents.

Results

A total of 148 surveys was returned, a response rate of 13.1%.
Of these, 11 indicated no clear choice of a mortgage probabil-
ity (although several of these responses contained comments
that were added to the qualitative analysis) and 137 respon-
dents indicated a rating of probability of success. Although
this low response rate was disappointing, Neumann (2000) sug-
gested that response rates as low as 10% are to be expected in
this type of survey. Underwriters were essentially being asked
to do something voluntarily for which they normally receive
substantial remuneration. In addition, some names and ad-
dresses on the mailing list probably were no longer valid, and
some individuals did not respond either because they did

not originate mortgages (e.g., they worked in the secondary
mortgage market) or did not handle residential mortgages. In-
formation about the community types, number of home mort-
gages, and dollar volume of home mortgages of respondent
organizations is provided in Table 1. The average residential
mortgage volume reported by survey respondents was $628.9
million annually. This figure is not significantly different from
the average volume across all MBA member organizations, cal-
culated at $637.4 million per year (Mortgage Bankers Associ-
ation of America, 2003). This provides a rough indication that
respondents and nonrespondents engaged in similar levels of
mortgage lending activity.

Quantitative Analysis

Underwriters were asked to estimate the probability that Pat
would be successful in obtaining a home mortgage. The distri-
bution of responses approximated a U shape, in which extreme
scores were most frequent and few middle responses were cho-
sen. In all, 102 respondents (74.5%) indicated that Pat had a
60% or better chance of success, and 23 respondents (16.8%)
indicated that Pat had a less than 40% chance of success, with
only 12 responses (8.7%) selecting a response between 40% and
60%. This finding is in accordance with LaCour-Little’s (1999)
observation that lending is best viewed as a binary (“yes/no”)
process.

Because the observed distribution did not meet the nor-
mality of distribution assumption required for parametric
analysis, we used chi-square, a nonparametric statistic, to eval-
uate the responses. We performed separate chi-square tests of
the relationship between each independent variable as to the
likelihood of obtaining a mortgage, with likely (60% or better

TABLE 1
Characteristics of Mortgage Lender Respondents
Variable n %
Community type?
Rural 10 6.9
Suburban 87 60.0
Urban 48 33.1

Annual number of residential mortgages
approved, 2001

0-3,000 97 85.8
3,001-6,000 5 4.4
6,001-9,000 2 1.8
9,001 + 9 8.0

Annual $ amount of residential mortgage
loans, 2001°

1-300 87 78.4
301-600 10 9.0
601-900 2 1.8
901 + 12 10.8

aSeveral bank service areas cross more than one community type. YIn millions.
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chance) or unlikely (less than 40% chance) as the binary values
of the dependent variable.

The findings of this analysis are presented in Table 2.
Type of disability reached statistical significance, with the ap-
plicant with a physical disability more likely to obtain a loan
than the applicant with a developmental disability. Neither in-
tensity of support nor source of income had a significant re-
lationship with higher or lower probabilities of obtaining a
mortgage.

Qualitative Analysis

We content-analyzed written comments using inductive tech-
niques (Bogdan & Biklen, 1992). The two researchers inde-
pendently read the full set of comments and coded them into
categories by type of response. The two researchers then com-
pared their codes to resolve discrepancies and arrive at a con-
solidated set of codes. Emergent themes within each category
were ranked by their frequency of mention. A total of 118 re-
spondents included comments about their decision-making
process. Most of these mentioned more than one factor as rel-
evant to their decision, resulting in a total number of com-
ments higher than the number of respondents.

Positive Comments and Facilitating Factors. Under-
writers mentioned an acceptable credit score (n = 39, 33%)
and acceptably low ratios of monthly debt-to-income and loan-
amount-to-home value (n = 22, 19%) as the most frequent
positive factors in their mortgage decision. Other positive fac-
tors included the fact that Pat was able to offer an acceptable
down payment (n = 13, 11%}), had minimal other long-term
debt (1 =9, 8%), and had ample savings or reserve funds (n =
6, 5%).

In some cases, underwriters used flexible criteria or ap-
plied nontraditional underwriting procedures or “products”
to bear on their decision. Nine underwriters (8%) mentioned
that they were able to “gross up” the nontaxable unearned in-
come to a higher amount. This procedure is based on the fact
that typical ratio calculations assume that a percentage of a
person’s earned income will be paid in taxes and thus will be
unavailable, so income not subject to taxes can be raised by
some percentage, usually 25%. Four underwriters (3%) used
what might be called nontraditional or flexible interpretations
to view the stability of Pat’s unearned income, or the fact that
Pat is a minimal user of credit, as positive factors. And 16 un-
derwriters (14%) mentioned that they had access to one or more
specific loan products or services designed for borrowers with
low incomes or with disabilities. These included programs of-
fering lower than usual interest rates, programs requiring a
smaller than usual down payment, forgivable loans for down
payment, and credit and budget counseling programs.

Negative Comments and Inhibiting Factors. The most
common negative factor mentioned by underwriters (n = 26,
22%) was a debt-to-income ratio and/or a loan-to-value ratio

that was too high. Other negative factors mentioned included
insufficient cash reserves after closing (n = 10, 8%) and an in-
sufficient down payment (n = 2, 1%). Two underwriters in-
terpreted pieces of information in a way that counted against
the applicant: One mentioned that it was not possible to con-
sider food stamp benefits as income, and another believed that
savings was less valuable as a down payment resource if in-
herited rather than accumulated on one’s own.

Questions and Requests for More Information. Several
respondents indicated that they wanted more information or
were basing their decision upon an assumption not directly
addressed in the scenario. Most commonly mentioned (1 =18,
15%) was the need for documentation that Pat’s job and other
income was stable. This was more important in scenarios
where earned income was from a part-time job. For example,
one respondent stated, “The primary issue is whether part-
time hours are predictable enough to constitute acceptable in-
come.”

The second piece of information requested was for Pat’s
current or previous housing expenses (n =9, 8%). Underwrit-
ers want to be able to compare current and projected expenses.
In part, underwriters wanted to able to assess the level of what
is known as “payment shock” One also noted that a history of
making payments, such as for utility and phone bills, would
be necessary to obtaining the required mortgage insurance.
Another respondent put it bluntly: “If Pat has been living at
home for free, the probability drops.” Finally, two underwrit-
ers (1%) wanted more specific information on credit history,
such as whether there had been any recent bounced checks.

Disability-Related Comments. Ten underwriters (8%)
specifically mentioned Pat’s disability status in their com-
ments. Four of these pointed out that disability would not
enter into the mortgage acceptance process. For example, one
respondent commented, “Disability is not a factor in the qual-
ifying process,” and another stated, “The personal details of a

TABLE 2
Probability of Successful Mortgage Application
High Low
Avg. prob.  prob.
Variable % n? nb v p
Type of disability 525 (1)* .02
Developmental 63.79 44 16
Physical 75.96 58 7
Intensity of support 054 (1) .46
Low (8 hrs/wk) 68.41 58 15
High (live-in) 75.36 44 8
Income source 0.67 (1) .41
Primarily unearned 69.03 48 13
Primarily earned ~ 73.29 54 10

3Probability rating > 60%. PProbability rating < 40%.
*p <.05.
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Appendix:
Composite of Mortgage Scenarios

Physical Disability Scenario: Pat has a spinal
cord injury and gets around in a wheelchair.

Low Support Scenario: Pat will receive
approximately 8 hours of assistance per week
from a local disability support organization.

Pat has come into your office to apply for a home mortgage to purchase a two-bedroom ranch house in town.

Developmental Disability Scenario: Pat
has autism and limited ability to speak.

High Support Scenario: Live-in staff
from a local disability support organization
will assist Pat with daily activities.

The house has been well maintained and is in good condition. The seller has agreed to a price of
$79,000, and the home is appraised at $83,000. Pat has about $12,000 saved from an inheritance to use
for a down payment and closing costs and is interested in a 30-year fixed-rate mortgage loan for about

$70,000. Pat’s financial situation is as follows:

Credit Score: 700

Monthly Income:

Primarily Earned Income Scenario

Primarily Unearned Income Scenario

Part-time job at local library $450.00
Supplemental Security Income 754.00
Food Stamps 80.00
Trust fund 300.00
Total $1,584.00

Job as a computer data processor $1,284.00
Trust fund 300.00
Total $1,584.00

Monthly payments on long-term debt:

Other projected monthly bills:

0
$350.00

Pat’s principal, interest, taxes, and insurance estimate:

Principal + interest, based on $70,000 at 6.5% over 30 years

Real estate taxes

Home owner’s insurance
Mortgage insurance
Outstanding loans and debt

$442.45
100.00
25.00
30.33
0.00

Total $597.78

Based on the information provided to you regarding Pat’s situation, please provide an estimate of the
probability (0%—100%) that Pat would qualify for a mortgage.




