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NJSSI updated the Municipal Revitalization Index (last updated in 1997) for the year 2007 and conducted a factor analysis to asses the meaning and validity of the index. The data is located on a spreadsheet that can be downloaded from the New Jersey Department of State, Office for Planning Advocacy Web site:
http://www.nj.gov/state/planning/publications.html
To determine the validity of the MRI as a measure of municipal distress, we conducted a factor analysis. The procedure uses the indicators contained in the MRI dataset to a) identify underlying dimensions in the data; b) weight each of the indicators to the extent of its correlation with the underlying dimensions; c) combine the underlying dimensions by weighting each by the amount of total variance (produced by all the indicators) each is able to explain.  The same procedure is used for both years of data, 1996 and 2007. The specific steps are outlined below.

The methods of the analysis:
1. The eight indicators in the dataset were first rank ordered.  Three of the indicators – percapita income, equalized property value and average population change – were ranked from largest to smallest, while the other five indicators were ranked from smallest to largest.  This was necessary to maintain directionality, i.e., to insure that all indicators were coded to increase (decrease) in the same direction.

2. The ranked indicators were subjected to a factor analysis to identify whether the indicators signaled a single dimension or several dimensions.  
3. Factor or dimension scores, which weight each indicator to the extent of its correlation with each of the dimensions is then created.  These two factor scores are basically a linear combination of the factor loadings, i.e., the weights and the indicator values.

4. Each of the two factor scores is then ranked (from smallest to largest).

5. Additionally, a composite index is also created by combining the two factors, weighting them by their Eigen value (the amount of the total variance each factor has explained).  This composite index is also then ranked (from smallest to largest).

6. Finally, three different ranks are produced: one based on the poverty dimension alone, another based on the stability factor alone and a third one based on the composite index. 
Results of the analysis:

Results revealed two significant dimensions influencing the MRI. The eight indicators form two dimensions, one that can be termed a ‘poverty dimension’ comprising the following six indicators: number of children on AFDC, percapita income, unemployment rate, equalized property value, equalized 3-year property tax and sub-standard housing.  The remaining two indicators, average population change and housing stock, formed what could possibly indicate a ‘stability dimension.’


The analysis also revealed that the MRI ranking of municipalities reflects the raw scores from the underlying indicators.

Taken together this suggests that the MRI is a valid and useful indicator of poverty and stability at the municipal level. 
