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Chapter 2
MOBILITY

Mobility is perhgpsthe mog cherished of American oppotunity values--andisthe
dimengon of oppotunity that comes to mind mog frequently when Americansare asked
wha oppotunity meansto them. Mobility isthebelief tha everyonewho works hard
should be able to advance and paticipae fully in the economic, political, and cultural life
of thenaion. Mobility meansthat any poorchild in America should be able to fulfill her
or hisfull potential, and tha economc status gender, race, ethnicity, and naiiondity
should not pre-determine one3 ultimate achievements or assets.

Public policiesin the United States have soughtto protect and expand mobility by
opening avenues for education, homeownership, entrepreneurship, and wealth creation.
Indeed, when our naiond policies have focused on strengthening the oppatunity for
mobility--throughpolicies such asthe G.1. Bill, Pell Grants, and federally guaranteed
home loans-we have made great strides in improving our nation® economic strength and
cohesiveness. Thiswas trueeven thoughthese policies largdy excluded women, non-
whites, and othersin the years prior to anti-discrimination legisation enacted in the
1960s

In recent years, however, important aspects of mohility for many Americanshave
stagnaed or declined. These trendshave occurred despite some significant gansin
dimengonsof mobility, particularly in areas such as educationd attainment. This chapter
assesses oppotunity for mobility alongseveral dimensonsinduding eduction,
economc mobility, homeownership, and the distribution of wages and wealth across
demographic and sodoecononic groups This assessment reveals several areas where
oppotunities for mobility have improved, as well as areas where such oppotunities are
stagnant or declining.
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Box 2: Hasthe Nation Ensured Mobility for All?
Major Gainsin Mobility

I Ratesof callege errollment areincreasng for many groups and are rising most rapdly among
women particularly some womenof color.

I Women and minority-ownedbusinessesare increasng and gaining a larger share of all
business reverue.

Areas of Limited Mixed or No Progress

I Today, virtually all large school districts have greaerlevels of segregation of minority and
low-income students thanin 1986, degite moded progress towarddesgegation in the 1970s.

I While high school dropout rateshave gererally declined for all groups sincethe late 1960s,
some school s--disproportionately poor and minority--continue to experience high dropout
rates

I Recen studiesfind that economic mobility islimited particularly for individualsin the
bottom socioecaomic tiers aswell asfor AfricanAmericars and Hisparics.

I Whilethe share of workerseaning poverty-level wages hasdeclined and the proportion
earnng threetimesthe poverty rate hasincreagd since 1973, significart wage inequality on
the bads of race ethnicity, and gender perssts.

I Degite moded increagsin homeownership over the last 35 years racial, ethnic, and income
disparitiesin ratesof homeawnersip are large and persstert.

Areas Where Mobility Has Declined

I Thecost of acollege educaion isincreasngly out of reachfor low- and moderae-income
families astuition hasfar outpacedfamiy income ard fi narcial aid has not increased
proportionally.

I Large wealh disparitiesare increasng among socioecanomic groups. The top 5 percert of
households own nearly 60 percert of the nationOsvealth--a proportion that has steadly
increagdsince 1983.

Core to our naiond congiousessis theidea tha AmericansOeconorric, educationd,
and sodal advancement should depend on their effort and ability rather than onther
circumstances at birth. Where we start outin sodety should not pre-deerminewhere we
end up, nor should thecounty have rigid caste lines or perpeuae a privileged class.
Americansrightly see economc and soda mobility as central to oppottunity and vital to
achieving the American Dream. Andther bdief in afair chance at mobility for
themselves and ther families hdpsto power their optimism, produdivity, and
perseverance in toughtimes as well as progperousones.

Because we bdieve tha class distinctionsshould be surmountble througheffort and
determinaion, and tha AmericansChumen potential is vast, we expect tha our naion®
sodal categories will befluid and unpredictable, that many people will move up or down
the sodoeconormic scale ove thar lifetimes, and that families will changethar status
over gengations We expect, moreover, tha taken as awhole, our naiond mobility will
be primarily upward, toward greater econormic success and human achievement over
time.

TheU.S. Conditution reflects this commitment to mobility over caste in its prohibition of
titles of nobility or Gorruption of blood Oand in its systematic move away from davery,
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patriarchy, andthe privileges of alandal gentry and toward the guarantees of equd
protection of thelaws, universal suffrage, and universal privileges and immunitiesfor all
Americans AsAlexisdeTocqueville noted in 1835in his semind Democracy in
America, American mobility nurturesin its people adeep bdief in the limitless potential
of themselves and thar countymen, CEqudity suggests to the Americanstheidea of the
indefinite pafectibility of man,Ohewrote. Theexperience of thefrontier, migration and
immigration, recovery fromthe Great Depression, and the pos-World War 11 rise of the
middle class served to gdvanize thisidedl.

These values are a so reflected in human rights laws. For example, the Convention on
the Eliminaion of All Forms of Racial Discriminaion condannsthe practices of
colonialism, segregaion, and apartheid that enforce caste systems and limit mobility.*
And the American Declaration of the Rights and Duties of Man provides tha Gevery
person has therightto an education tha will prepare him to attain adecent life, to raise
his standard of living and to be auseful member of sodiety.O?

Several oppotunity vehicles have longserved as springboadsto mohility in the United
States. A high school diploma, a college degree, and, increasingly, an advanced degree
have hdped to catapult generationsof Americansfrom poverty and working-class status
into themidde class and, sometimes, affluence. And, in additionto its econonic
bendits, eduction advances human knowledgeand development in ways tha benefit
sodety aswell astheindividud. Similarly, adecent job at alivingwagenotony
provides economnic advancement throughwages, savings and freedomfrom debt; it also
provides theleisure timetha is essential to creativity, entrepreneurship, and spiritud
advancement. Homeownership, too, has longbeen an investment in economnc mobility
and in strong communities and sodal networks tha aid in broader advancement. And,
thoughmore obscure, tax policy is also key to themobility of our sodety, because it
determines the extent to which wealth will be concentrated and perpetuaed by privileged
families from generation to generation or invested in expanding oppotunity and
progerity for al.

This chapter assesses the nation® progress toward protecting and expanding mobility for
all. Economc mohility isthe centerpiece of this assessment. But mobility isalso a
fundion of access to high-qudity educational opportunities, theability to afford ahome
of one3 choosng, and the degree to which the nation hdpsall children have the best
possible start. Mobility isaso influenced by trends in the distributon of wealth and
income. A systematic concentration of wealth in afew handsrunscounter to American
ideals of fair play. Mobility is assessed here by several indicators, described bdow.

About the Datain this Chapter

We derive specific measures of mobility from many sources such as surveys of econonic
and human rights, reports on nationd econonic and labor force trends(e.g., the
Econonic Policy Ingitute@® State of Working America report), and relevant research
literature.®> We indudemeasures of trendsin: access to qudity educational oppotunities
(as measured by levels of racial and income segregaionin K-12 education, access to
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comprehengve, high-qudity child care, high schod degree attainment and dropoutrates,
and access to highe education); econonic mohility (as measured by estimates of income
gansor losses over time among people in different income quintiles and among different
racial and ethnic groupy; thedistribution of wealth and wages; homeownership; and
other measures. Aswith datain other chgpters, mog of thetrend data presented here
draw on cross-sectiond or survey daa; few longitudind daa are available tha might
allow more condudgve interpretationsof trendsover time. Our condusonsare therefore
offered with caution. Inafew ingances, trend data are not available for important
measures, butrich contemporary daa provide an indication of the degree of oppotunity
for mobility. In these ingances, we present data, but not condusonsabouttrends

Dataare drawn largdy fromfederal sources such astheU.S. CensusBureau and the
Bureau of Labor Statistics. Several notable exceptionsexist--for example, we draw on
data collected by The College Board to assess trendsin college eduation finandng.

Mog of thedaareported here are available from other published sources. However, The
Oppottunity Agendasoughtassistance for daa collection and andysis of trendsin afew
specific areas, these origind andyses of federal daa are noted where they appear.

Several limitationsof thedaa should be noted. For ingance, federal guiddines require
the collecting and reporting of popuktion data based onfiveracial groups(white, African
American or black, Asian American, American Indian or Alaska Native, Pacific Idande)
and two ethnic groups(Hispanic or non-Hispanic).* But these guiddines wereissued in
1997,andfederal daa collected prior to tha year often fail to disaggregate these groups
In many cases, daa are unavailable for all groupsexcept whites, African Americans and
Hispanics.

Further, these broad racial and ethnic categories often fail to adequaely capture the
diversity within U.S. racia and ethnic groups which may vary consderably on thebasis
of immigration statusor nativity, primary language, cultural identification, and area of
resdence. A full assessment of oppotunity should indudea consderation of how
oppotunity varies dongthese dimensons Where possible, we present subgroup
information such as variationsamong Asian-American and Hispanic naiondity groups

Similarly, federal data are rarely presented disaggregated by both race and ethnicity and
measures of sodal class or sodoecononic status Y et the oppotunity bariers for low-
income whites may differ inimportant ways from those of better-off whites and some
minorities. We encourage researche's to examinehow oppotunity indicators differ by
race, ethnicity andincome, and to explore thear interaction.

Education

Accessto high-qudity eductioniswiddy recognized as beng essential to mobility, both
for individuds and communities. Thisis particularly truein thenew millennium, as a
growing share of workers either use technology onthejob and/or are workingin high-
technology sectors. Yet thequdity of education varies congderably in the United States
by race, ethnicity, citizenship and/or immigration satus gende, family sodoeconorric
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status and geography (e.g., rural, suburban, or urban residence). Eductiond inequdity
starts early in life, beginning with uneven access to high-qudity, center-based early
childcare. It persists throughK-12 eductionin the form of puldic schooling tha is often
separate and unequd onthebasis of race, ethnicity, geography, family income and
langugge status Andit continuesin highe eduction tha isinaccessible for many
because of inaufficient finanaal resources and/or inadequae academic preparation.

The Persistence of Segregation in Education

Racial, ethnic, and class segregation in schools--largdy the consequence of residential
segregation--is strongly correlated with classroomoutcomes, as has been widdy
demondrated.®> Predominantly minority and high-poverty schools have less experienced
and fewer certified teachers, highe teacher turnover, poaer ingructiond qudity, fewer
Advanced Placement courses, poorer test scores, and higher dropoutrates. For example,
in 20071, rates of high school dropoutin predominantly minority schools were nearly 20
percent highea than in majority white schools. In 2002, hdf of predomnantly minority
schools had dropoutrates of over 40 percent, as did two-thirds of those schools that
enrolled fewer than 10 percent white students.® High-poverty and predominantly
minority schools are so systematically unequd relative to magority-white schools that
some researchers have conduded tha they are Onditutionsof concentrated
disadvantage.O School segregdion is therefore an important measure of oppotunity for
mobility.

Despite fifty years of legd precedent and policy at federal, state andlocal levelsto
desegregate schools, rates of school segregaion have failed to decling and are showing
signsof increasing. High levels of resistance in many communities to school
desegregation efforts, coupled with court-ordered dissolution of desegregaion plans
have hdted the movement to create more integrated public schools. Today, over 40
percent of K-12 students in the United States are nonwhite, and thegreat majority of
them attend predominantly minority schools (see Figure 2-1).” A study examining racial
isolation of African-American and Latino studentsin the nation®239largest school
districts foundtha despite consderable integration throughthe mid-1980s virtudly all
large school districts have experienced increasingly lower levels of integration: Since
1986, African-American and Latino students have become more segregated from whites.®
And a study of private schools foundtha white private school students are less likely
than whites attending public schools to be exposed to racial and ethnic minority students.”
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Figure 2-1. Percent of Students from Each Racial and Ethnic Group in

Minority Schools, 2002-2003
Source: Orfield and Lee, 2005
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Accessto Comprehensive, High-Quality, Early Childcare

Subgantial and growing research demondrates tha high-qudity early child education
programs produce subgantial bendfits, particularly for children in povety and in other at-
risk conditions thar families, andfor sodety at large Early child education programs
have improved longterm educationd outcomes for children, and are assodated with
lower dropoutrates, reduced crime, increased employment, and less reliance on sodal
service and safety net programs.™®

Increasing the qudity and availability of early child eduction programsisan important
oppotunity policy, paticularly in lightof the need for childcare amongworking parents.
Over two-thirdsof U.S. housholdshave both parents or a single paent working outside
thehome, and aboutthree of five (13 million) children unde age six are cared for dunng
the day by someoneother than apaent™ But for many low-income families, the cos of
adequée childcare severely redtricts childcare optionsat best, and is prohibitive at worst.
Childcare assistance can make a significant difference in improving childcare optons A
study comparing wages and work suppotsin ten U.S. communities foundthat childcare
assistance can reduce a low-income family® out-of-podket expenses by as much as 35
percent.'?

Given the high cogs and paudty of appropriate childcare, it is not surprising tha low-
income working families, aswell as many racial and ethnic minority families, are less
likely to have children enrolled in early child education programs (see Figure 2-2).%3
While these families are dispropottionaely reliant on programs such as thefedeally
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fundel Head Start program, children from highe income families remain far more likely
than children from low-income families to attend a center-based early childhood
preschool. Asshown in Figure 2-3, children from familiesin the highest income quintile
are more than three times more likely to attend such programs than children from families
in thelowest income quintile.*

Figure 2-2. Percent of Kindergartners Who Had Attended Center-

Based Preschool by Race and Ethnicity, 1998
Source: Lee and Burkham, 2002
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Figure 2-3. Percent of Kindergartners Who Had Attended Center-

Based Preschool, by Income Quintiles, 1998
Source: Lee and Burkam, 2002
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High School Degree Attainment and Dropout Rates

High school degree attainment in the United States is high overall--nearly ninein ten U.S.
adults (87 percent) have obtained a high school diploma or general education equivaency
degree. But rates of high school degree attainment haven®increased dramatically since
1975,when 83 percent of U.S. adults hdd a high school degree or equivalent. Andwhile
African Americans have consderably narrowed the high school degree attainment gap
with whites (only 71 percent of African Americanshdd high school degreesin 1975
compared to 89 percent in 2004) Hispanics remain well behind onthisindicator. The
rate of high school degree attainment among Hispanic adults has hdd steady at jug above
or slightly be ow 60 percent for thelast twenty years (see Figure 2-4).%°
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Figure 2-4. High School Completion Rates by Race/Ethnicity
Source: U.S. Department of Education, National Center for Education Statistics, 2004
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The percentage of young adults who have dropped out of high school has declined for the
naionoveall: Only aboutonein eight personsage 18 to 24 left high school prior to
obtaining adiplomain 2002 compared to aboutorein fivein 1967 Encouragingy, high
school dropoutrates have declined amongall racial and ethnic groupsin the United
States over the past thirty-five years. Some of themog dramatic declines have occurred
among Hispanic youngadults, who have experienced a 25 percent declinein dropout
rates since 1972, and African Americans who have experienced a 64 percent declinein
dropoutrates since 1967. Significant racial and ethnic ggpsin high school dropoutrates
persist, however. Hispanic youth, for example, are four times more likely to drop out
than are white youth (see Figure 2-5).%°

These federal daa often mask congderable problems of high dropoutrates tha are not
GeapturedOin federal definitions and therefore underestimate dropoutrates.'” Overall,
only abouttwo-thirdsof al students who enter 9th grade will graduae on time with
regular diplomasin 12th grade Three-fourthsof white students will graduae ontime,
while only abouthdf of Black, Latino, and Native American students earn regular
diplomas alongsdethdr classmates.’® And astudy by the Educationd Testing Service
foundtha despite appaent declines in dropoutrates noted in federal data, the high school
completion rate declined in all but seven states between 1990and 200Q In ten states,
high school completion rates declined by 8 percentage points or more.*
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45 -

Figure 2-5. Percentage of High School Dropouts, Age 18-24 Years

Source: U.S. Bureau of the Census, Current Population Survey, 2004
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Note: Data for Asian/Pacific Islander Americans are not available prior to 1999.

Accessto Higher Education

College Enrollment. Rates of college enrollment in the United States are low relative to
the propottion of high school graduaes. About40 percent of U.S. females and onethird
of U.S. males age 18to 24 were enrolled in college in 2002. On the postive side the
propottion of women enrollingin college has nearly doublked beween 1967,when only
aboutonein five women age 18 to 24 were enrolled in college, and 2002 when nearly
two in five women were enrolled in college  African-American women have experienced
some of themog dramatic increases in college enrollment, as rates of matriculation
amongthis popuktion have nearly quadrupled over the past thirty-five years (from 10
percentin 1967to 37 percentin 2002) Male enrollment, however, has remained
relatively stagnant, following adeclinefrom a high of 35 percentin 1969to 26 percent in
1979. Moreover, racia and ethnic ggpsin collegeenrollment persist, despite thefact that
rates of college enrollment have inareased for some racial and ethnic minorities, such as
African-American men and women. Hispanic women and men continueto have the
lowest college enrollment rates (24 percent and 16 percent, respectively) of any racial or
ethnic group,and African-American male enrollment has remained relatively stagnant at
about26 percent over thelast decade, followingincreasesin the 1970sand 1980s(see
Figures 2-6 and 2-7).°
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Figure 2-6. Percentage of Female High School Graduates Age 18-24
Who Are Enrolled in College, 1967-2002

Source: U.S. Bureau of the Census, Current Population Survey, 2004
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Figure 2-7. Percentage of Male High School Graduates Age 18-24 Who
Are Enrolled in College, 1967-2002
Source: US Bureau of the Census, Current Population Survey, 2004
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Note: Data for Asian/Pacific Islander Americans are not available prior to 1999.

College Degree Attainment. As of 2004 fewer than three inten U.S. adults age 25to 29
had obtained a bachdor@ degree or higha. In addtion, significant disparities exist
amongracial and ethnic groupsin college degree attainment--ggpstha have na
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narrowed significantly despite adramatic rise in the number of students of color who
ganed access to collegein the1970sand 1980s For example, the percentage of African
Americanswith a college degree inareased from 10 percentin 1975to 18 percentin
2000,butthisrate has leveled off since then. Similarly, the percentage of Hispanics
holding college degrees hasn@improved since 1985, when 11 percent of the Hispanic
adult popuktion hdd a college degree (see Figure 2-8).%*

Figure 2-8. Degree Attainment by Race and Ethnicity, Bachelor's
Degree or Higher

Source: U.S. Department of Education, National Center for Education Statistics, 2004
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Finanaal Barriersto College Enrollment. Thehigh cod of tuitionisabarier to
oppotunity for students who come from middle- and low-income families. Grants have
been avita source of finanda aid to these students, and federal government programs
such asthe Pell Grants target aid to low-income students for whom pod-seconday
education would otherwise be undfordable. Since 1983,however, theincrease in tuition
cods at both public and private four-year ingitutions has greatly outpaced theincrease in
median family income (see Figure 2-9). Inrespong, many public and private ingitutions
have greatly increased sources of finandal aid, butmog of theaid isin theform of loans
rather than grants. Moreover, theincreased aid isnottargeted at low- and middle-income
fam;lzies. Sources of merit-based aid have increased rel ative to sources of need-based

aid.
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Figure 2-9. Inflation-Adjusted Changes in Tuition, Family Income, and

Student Aid, 1983 to 2004
Source: The College Board, 2004
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Economic Mobility

The chance to Qyet aheadOeconorrically is central to the American Dream. The
optimism of the United States--the spirit that attracts newcomers and sugainslifelong
resdents--is grounde in the bdief tha any personin this county can achieve econonic
advancement, regardless of where sheor he starts.

How accurate is this bdief? Are economc rewardsin Americaavailable to all based on
effort andtalent? Can everyonesucceed and reap the bendfits of hard work? Some
studies of econormic mobility published prior to the 1990sfoundtha mobility in the
United States was Gignificant and . . . remained stable over time.3® These studies also
foundtha the share of people who moved into different income quintiles was greater
when longe timeframes were studied. Over aten-year period, for example, as many as
60 percent of people switched income quintiles, while aboutonequater to onethird
moved into a differentincome quintile from year to year.?*

More recent studies, however, findless mobility and a greater likelihoodtha thos in the
bottom and top quintiles will remain there. These studies show that people in thelowest
income quintiles experience the least mobility, with estimates ranging from 19 percent to
38 percent average annud mohility amongthos in thelowest income quintile over aten-
year peiod® A study that followed more than 6,000 individuds and families with
children bom between 1942and 1972foundtha 42 percent of those bom in thebottom
income quintile remained in thisgroup onfollow up, while another 24 percent moved up
only to thenext income quntile. Movement from the bottom quintile to thetop was



Mobility 14

unlikely: Only 7 percent of those starting out at the bottom were amongthetop quintile
onfollow up (see Figure 2-10).%° In addition, women, minarities, and other demographic
groupswho are dispropationaely in the bottom income group are more likely to be stuck
at thebottom. For example, oneanalysis foundthat fewer than 20 percent of whitesbarn
into families in the bottom income decile remained there as adults, compared to 42
percent of African Americansin the same circumstances.”’ Anather study foundthat
African Americansand people living in female-headed housholdswere more likely to be
chronically poor-that is, livingin povaty for 24 consecutive months?® Moreover,
whites are more likely to move up from the botom than they are to fall fromthetop
income group; theopposte is truefor African Americans®

Figure 2-10. Where Those Born in the Poorest 20 Percent of the

Population Ended Up as Adults
Source: Hertz, 2003, as reported by the Century Foundation, 2004
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A cohott andysis of U.S. CensusBureau data reveals tha white housholdsganed more
in real income than African-American and Hispanic housholdsbeween 1974and 2004.
Thisandysis, prepared for The Oppottunity Agendaby the Washington, D.C.-based
Economic Policy Ingitute, assesses median houshold income for those age25to 34in
1974,then agan for thoe age 35to 44in 1984 for thoe age45to 54in 1994 andfor
thoxe age55t0 64in 2004 Thisandysis examines age cohotts across decades, but does
not follow the same people from onedecadeto thenext. White hougholdsenjoyed an
averageincome increase of more than $20000 between 1974and 1994 ,before seeing
these ganscut in hdf by 2004 But African-American and Hispanic median houshold
income lagged far behind that of whites at each measurement point, andincreased to a
smaller degree than did white houshold income (see Figure 2-11).%
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Figure 2-11. Real Median Household Income, by Race 1974-2004
Source: Economic Policy Institute Analysis of Current Population Survey Data, 2005
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Distribution of Wealth

Wedlth isunequdly distributed in the United States, but some periodsof time have been
characterized by greater wealth inequdity than others. Today, thetop 1 percent of

hougholdsownsaboutonethird of houshold wealth, and the next 4 percent ownsan

additiond 25 percent. Thebotom 80 percent of households own about 15 percent of the

naion@wesalth. This distribution has been fairly condstent over thelast twenty years.

But two recent trendsare worthy of note: Between 1983and 2001,the propottion of
naiond wealth inareased for thetop 5 percent (from 54 percent to 59 percent), while the
botom four-fifths of housholds saw thar share of naiond wealth declinefrom 19

percent to 16 percent (see Figure 2-12).3*
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Figure 2-12. Distribution of Wealth by Wealth Class, 1983-2001
Source: Wolff 2004, as reported by Mishel, Bernstein, and Allegretto, 2005
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Stock market wealth--in recent years, a major source of growth in family wealth--is also
unegudly distributed. While the share of stock market wealth owned by thetop 1 percent
of stock-owning hougholdsdeclined from 41 percent in 1995to 35 percentin 2001,
stock wealth increased from 41 percent to 43 percent for the next 4 percent of stock-
owning housholdsduring this same period. Thetop 5 percent of stock-owning
hougholds therefore, maintained a dispropationaely large (77 percent) share of stock
wealth, a percentage largdy undhanged over thelast fifteen years. During this same
period, thebottom 40 percent of stock-owning houwseholdsbarely maintained a foothold
in the stock market, holding about 1 percent or less of stock (see Figure 2-13).%
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Figure 2-13. Distribution of Stock Market Wealth by Wealth Class,

Selected Years, 1989-2001
Source: Wolff, as reported by Mishel, Bernstein, and Allegretto, 2005
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Homeowner ship

Homeownership, longacknowledged for its beneficial impact on houshold wealth and
stabilizing impact on communities and families, has dightly increased naiondly, froma
rate of 65 percent homeownershipin 1979to 68 pacentin 2003 Homeownership has
increased for al income quatiles, aswell asfor al racial and ethnic groups Hispanics
saw thegreatest gainsin rate of homeownership, from jug over forty percentin 1989to
47 percent in 2003(see Figure 2-14).% But large ggpsin homeownership are found
amonginocome, racial, and ethnic groups In 2001 for example, nearly ninein ten of top
income quatile housholds owned homes, compared with jug over hdf of the lowest
income quatile housholds Moreover, therate of homeownership growth has
dispropottionaely favored highea income groups Between 1970and 2003,
homeownership amongthetopincome quintile grew by over 10 percent, while dightly
declining amongthe lowest fifth of wage earners (see Figure 2-15).* African-American
and Latino housholdsare aso far lesslikely to own homes than are whites. Although
thisgap isnarowingdightly, it islargeand has persisted for decades.
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Figure 2-14. Homeownership Rates by Race, 1970-2004
Source: Economic Policy Institute analysis of U.S. Census Data, 2005
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Figure 2-15. Change in Homeownership Rates by Income Quartiles,
1970-2003
Source: Economic Policy Institute analysis of U.S.Census Data, 2005
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MortgageL ending

Thevast mgjority of American homeowners mus obtain mortgage loansto purchase ther
homes. But asignificant body of evidence shows tha minority loan applicants continue
to face discrimindion when attempting to obtain amortgage loan--discriminaion tha
may, in pat, explain theracial and ethnic ggp in homeownership rates. Oneof thelargest
and mog significant studies to dae, conduded by the Bogon Federal Reserve Bank,
assessed loan denial rates amongwhite, African-American, and Hispanic applicants usng
a sample of about3,0001o0an applicationsfor conventiond mortgagesin theBogon area
in 1990. Controlling for avariety of applicant, loan, and propaty characteristics, the
study foundtha thereectionrate for African-American and Hispanic applicants was 82
percent highea than for white applicants. Thestatistical controls used in this study
demondrate tha theracial difference in rgection rates occurred among comparable loan,
propety, and applicant characteristics.® Critics of the study chargetha many
methodobgical problems limit the study®@ability to draw condusons A major
reandysis of the study(@ data, however, findstha thelarge differencesin loan approvd
rates between white and minority applicants canna be explained by methodobgical
problems, omitted variables, or other errors.*® More recent studies usng a rangeof
controls have yielded similar findings

Subprime Lending

Anothe barrier to homeownership for many in low-income communities and
communities of color can befoundin thetypeand qudity of loan produds available to
conaumers. Primeloans-loansoffered by banksand other commercial lending
ingitutionsat prevailinginterest rates--are the mog desirable home loans and as such are
typically only available to borowers with goodcredit. In contrast, subpiime loans
feature highe interest than prevailing rates, and as aresult are often the only lending
option available to those with credit blemishes. But subpiime lending can also crowd out
prime lendingin traditiondly undeserved communities, restricting the kindsof loan
optionsavailable in these communities and increasing the likelihoodtha some
individuds will fall victim to predatory and deceptive lending practices.®’

A recent andysis of federal home lending data conduded by the Washington, D.C.-based
Nationd Community Reinvestment Codition (NCRC) foundthat African Americansand
Hispanics, women, and low- or modeaate-income borrowers are much more likely to have
subpiime loansthan prime loansin thevast majority of the naion®331 Metropolitan
Statistical Areas (MSAS). Inal MSASs, for example, women borrowed ahighe
percentage of subplime loansthan primeloans and in only 5 of 331MSAsdid prime
loans exceed subpiime loansamong African-American borowers. 1n more than three-
quaters of thenaion@ MSAs, agreater share of subpiime than prime loansisfoundin
predominantly minority censustracts. Andin 98 percent of these MSAS, prime lending
lagged behind subprime lendingin low- to modeate-income censustracts. Moreover, the
NCRC@® andysis revealed tha the portion of subpiime loanstaken out by minorities and
women increased with highe levels of racial and ethnic housng segregation within
cenaustracts.®



Mobility 20

At therequest of The Opportunity Agenda the NCRC andyzed federal daato assessthe
share of subprime loansrelative to prime loansin low-income communities and
communities of color. Using whites as thereference group,the NCRC foundwide
dispaitiesin the prevalence of subprime home purchase loans refinance loans and home
improvement loans African Americans American IndiangAlaska Natives, Pacific
Idande's, and Hispanics all relied more onall types of subprime loansthan did whites.
These dispaities inareased among more affluent borrowers of color. For example, low-
to modeaate-income African Americansare three times more likely than low- to
modeate-income whites to have subpiime loans But modeaate- to uppe income African
Americansare nearly four times more likely than amilarly situated whitesto be
dependent onsubpiime loans Similarly, modeate- and uppe income American Indians
Pacific Idande's, and Hispanics were more dependent on subpiime loansrelative to
whites than were their low- and modeate-income peers (see Figure 2-16).%

Figure 2-16. Disparity Ratio, Subprime Home Purchase Loans, by

Race, Ethnicity, and Income
Source: National Community Reinvestment Coalition, 2005

»
o

»>
o

B White Non-Hispanic

w
5}

B Black or African American

w
=}

& Hispanic or Latino

I
3

O Asian

g
=]

Disparity Ratio

¥ American Indian/ Alaska
Native

[
3
I

W Native Hawaiian/ Other
Pacific Islander

-
=}

“,

“

o
«

o
o
|

Low to Moderate Income Moderate to Upper Income

When andyzed by the demographic compostion of censustracts, asimilar patern
emerged. Low- and middle-income borrowers in subdantially minority censustracts
were nearly twice as likely aslow- and middle-income borrowers in subgantially non
minority tractsto receive subpiime loans Yet thisdisparity ratio increased dightly
among middle- and uppe income borrowers. And althoughlow- and midde-income
bomrowersin subgantially foreign-born censustracts are less dependent on subptime
loansthan are low- and middle-income borrowers in non-subgantially foreign-bom
tracts, thar middle- and uppe income peers are over 1.5 times more likely than thos in
non-subdantially foreign born tracts to receive subprime loans (see Figure 2-17).%
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Figure 2-17. Disparity Ratio, Subprime Home Purchase Loans, by

Type of Census Tract
Source: National Community Reinvestment Coalition, 2005
250

200 B Substantially Minority
Tract

150 +

E Substantially Foreign
Born Tract

100 +

Disparity Ratio

O Not Substantially
Minority Tract

050 -

0.00 -

Low- and Moderate-Income Moderate- and Upper-Income
Borrowers Brorrowers

Family Income

Median family income has steadily increased over thelast fifty years** Growth in family
income has historically been relatively equdly distributed across all income levels. Inthe
last four decades, however, families at the highest income levels have seen greater
average annudized income growth than have families at the lowest income levels (see
Figure 2-18).
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Figure 2-18. Annualized Growth of Family Income by Quintiles, 1966-
2003

Source: Economic Policy Institute Analysis of U.S. Census Data, 2005
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Women- and Minority-Owned Businesses

Women-owned busnesses have increased both in nunber and share of all busness
receipts. Nearly 6.5 million women-owned busnesses earned receipts totaling nearly $1
trillionin 2002 These figures represent a 20 percent increase in the number of women-
owned busnesses since 1997,and a 16 percent inarease in receipts.® Sole
proprietorships which are nearly two-thirdsof all busnessesin the United States, are
increasingly opeated by women, whose nunbersincreased from 5.6 millionin 1990to
7.1 millionin 1998 Women@ sole proprietorshipsincareased their share of receipts
during this period from 15 percent of thetotal to 18 percent. Nonehdess, women-owned
busnesses remain amuch smaller propottion than, for example, womenG representation
in theworkforce. Andthese busnesses are dispropottionaely conaentrated in the
servicesindugries, as nearly 70 percent of al total net income amongwomen sole
proprietorshipsoccurred in these fields Thetop two types of women sole busness
ownershipswere in door-to-doorsales and childcare.*

Minorities have made marked progressin rates of busness ownership over thelast
twenty-five years.™ Minority firms have seen revenues rise by about 10 percent annudly,
and these firms grew at rates three times highe than nornrminority busnesses between
1992and 1997 (see Figure 2-19).* The percentage of busnesses owned by minorities
increased from 7 percentin 1982to 15 percentin 1997, thelast year tha the Bureau of
the Censusand the Small Busness Administration published estimates of minority
busness ownership.*’ But the propation of minority-owned busnesses remainsfar
beow the propottion of non-white groupsin the country. Interms of the QlengtyOof
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busness ownership, or rate of busness ownership per capita, whites are two to four times
more likely than African Americansand Hispanics to own abusness.®® In addition,
minority busnesses are more likely to bein low- and no-growth sectors, and are
dispropottionaely dependent on persond and family finanang over busnessloansor
other capital investment.*

Figure 2-19. Number of All Firms and Minority-Owned Businesses,

1982-1997
Source: The Boston Consulting Group, 2005
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WageDistribution

Thedistribution of wages across income groupshas shifted significantly over thelast
three decades, as an increasing share of workers are earning highe incomes. The
propottion of workers earning povety-level and sub-povaty-level wages (0-75 percent
of povaty) has also declined over thelast three decades. But the share of low- to middle-
income wage earners remained relatively stagnantin this period (see Figure 2-20).>°
Moreover, aswill bediscussed in the chgpter on Equality, wageinequdity grew sharply
between 1973and 2004 During this peiiod, male workers in thelowest income brackets
saw thar wages declinein real dollars, while men in the highest income brackets enjoyed
largewagegans And while women@ wagesincreased at al income levels, women in
the highest income brackets enjoyed the greatest real wage gansrelative to lower income
female workers, and these gansdid noteliminae thegende gap in wages.>
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Proportion of Wage Earners
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Figure 2-20. Percentage of Wage Earners by Poverty Level, 1973 to 2004
Source: Economic Policy Institute, 2005
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Wage Distribution For White Men

White male wage earners saw greater gansbeaween 1973and 2004than did mos other
racial, ethnic, and gende groups, as the propation of this group earning 300 percent of
thefederal povety level doubkd. But the propottion of white male low- and middle-
wage earnas declined, while the segment of these workers earning poverty-level wages
remained stable and low (see Figure 2-21).>

Figure 2-21. White Male Wage Earners by Poverty Level, 1973 to 2004
Source: Economic Policy Institute, 2005
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Wage Distribution For White Women

White females saw the greatest gainsof any groupin wages since 1973, as the propottion
of this group earning wages three times the povety rate and aboveincreased nearly
fivefold, and the propottion earning twice the povety rate nearly doubkd. At thesame
time, the propottion of white women earning povety- and sub-povety-level wages
declined sharply. But the share of white women earning near-poverty (100 percent-125
percent of poveaty) or modeate (125 percent-200 percent of povety) wages remained
stagnant (see Figure 2-22).>® And as discussed in the chapter on Equality, thewage scale
for white women remainsfar bdow tha of white men.

Figure 2-22. White Female Wage Earners by Poverty Level, 1973 to 2004
Source: Economic Policy Institute, 2005
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WageDistribution For African-American Men

Since 1973African-American male wage earnea's have experienced modest growth in the
propottion of workers earning incomes twice and three times greater than thefederal
povaty level. Moreover, the propottion of African-American men earning poveaty-level
wages declined by nearly athird since 1992 But the share of low- and middle-income
wage earna's (those earning between poveaty-level and 200 percent of povety) has been
stagnant or declining since 1973 And therate of growth in wages among African-
American men has been far sower than for other groups(see Figure 2-23).*

Figure 2-23. African-American Male Wage Earners by Poverty Level,

1973 to 2004
Source: Economic Policy Institute, 2005
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WageDistribution For African-American Women

An increasing share of African-American women has joined the ranks of high and
modeaately high wage earners since 1973 as the propottion of this group earning 200
percent and 300 percent of povety wages or more have more than doubked. At thesame
time, the propottion of African-American women earning poveaty-level wages or bdow
has declined sharply, paticularly since themid-1990s But these women continueto earn
far lessthan thar white male and female counerparts, even at smilar eductiond levels
(see Figure 2-24).>®

Figure 2-24. African-American Female Wage Earners by Poverty Level,
1973 to 2004

Source: Economic Policy Institute, 2005
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Wage Distribution For Hispanic Men

Since 1973the share of Hispanic males earning poverty-level or near-povety-level
wages (100 percent-125 percent of poveaty) hasincreased, while the propation of this
group earning moderate wages (125 percent-200 percent of povaty) has declined. At the
same time, the propottion of Hispanic males earning wages two and three times or more
greater than povety level hasremained largdy stagnant. The propottion of Hispanic
males earning very low (0-75 percent of povaty) or povety-level wages has declined
sharply, however, since themid-1990s While thedistribution of wages among Hispanic
men can be expected to tilt toward thelower end of thewage scale as aresult of
immigration, these daa nonghdess suggest tha Hispanic men have seen little progress
toward a more equitable distribuion of wages (see Figure 2-25).>°

Figure 2-25. Hispanic Male Wage Earners by Poverty Level, 1973 to
2004

Source: Economic Policy Institute, 2005
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WageDistribution For Hispanic Women

Over thelast thirty years, adeclining percentage of Hispanic female workers earned
povaty-level wages, and an increasing share earned incomes two and three times greater
than povaty wages. In 197360 percent of Hispanic female workers earned povaty-level
wages; this percentage declined to 45 percent in 2004. During the same peiod, the
percentage of Hispanic women earning 200 percent or more of the povaty level
increased by nearly fivefold. They remain, however, dispropationaely represented
amonglow and very-low wage earners (see Figure 2-26). Aswith Hispanic men,
immigration plays asignificant role in trendsin wage distribution amongthis group

Figure 2-26. Hispanic Female Wage Earners by Poverty Level, 1973 to 2004
Source: Economic Policy Institute, 2005
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How Can the Nation Protect and Expand Mobility for All?

Renewing sodoeconormic mobility requires tha we ensure access to qudity eduation,
homeownership, and other gateways to wealthbuilding and human development. Our
recommendaionsindudemeasures tha reduce finandal bariersfor everyday
Americans aswell as greater safeguadsagang discrimination, isolation, and excluson.

Investing in Comprehensive, High-Quality Early Childcare and Child Education

Early child development programs provide subdantial bendfits to the children and
families they serve, aswell asto sodety as awhole.> These programs, which typically
target low-income and other at-risk children, indude arangeof educationd services, as
well as (in some cases) health and nutritiond services, and adult education and parenting
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classes. Severa studies of programs such as the Perry Preschool Project, the
Abecedaian Early ChildhoodIntervention Program, Head Start, and Early Head Start,
find tha these programs improve academic performance, decrease thelikelihoodof
crimind behavior, and enhance earningslater in life. Investmentsin early child
education programs have been foundto save, on average, more than $3for every $1
spent, by avoiding cods for remedial and specia education, crimind judice, and welfare.
A recent andysis findsthat if al of the nation®@three- and four-year-old children living
in povety were enrolled in ahigh-qudity early child education program, the net gansfor
budges % all levels of government would exceed cods by $31 billion (in 2004dollars)
by 2030:

Rather than expanding, however, early child education programs are in dange of decline
For example, over thelast twenty years, theeductiond level of early child education
teachers has falen, as the percentage of teachers with a college degree declined from 43
percent in 1983to 30 pecent in recent years. Inlarge part this declineis driven by
stagnant wages amongthe early child teaching workforce. From 1984to 1997 thewages
of early child education teachers rose only 43 cents per hourin adjusted dollars.*
Renewed fedea, state, andlocal leadership is needed to expand early child eduction
programs, with the greatest expanson targeted to low-income communities. One
estimate is that expanding such programsto enroll al low-income three- and four-year-
old children would initially cog about$19billion per year. But within thirty years, this
investment would improveworker skills, reduce poverty and crime, and increase tax
revenues.®® Teacher training and pay should also beimproved significantly, to attract
better educated teachers to thefield and create incentives for existing childcare workers
to improvetheir skills.®*

Promoting Sodoeconomic and Radal Diversity in Public Education

Passage of the 2001 No Child Left Behind Act elevated theimportance of addressing
racia, ethnic, and gendea-based inequdity in K-12 education. Education policymakers at
federal, state, andlocal levels are placing greater priority onimproving educationd
performance for al groupsand clogng achievement ggos Laudable successin raising
achievement amonglow-income and minority studentsin afew settingshas been
reported. But unless addressed, high levels of school segregation threaten to undemine
narrower, system-based or curricular reform efforts to improve educational attainment.
Schools tha have high pecentages of low-income and minority students are
ovaewhdmingly morelikely to offer poaer qudity educationd experiences, have fewer
resources, and have lower eductiond outcomes among students than are mixed-income,
racially integrated, or minority white schools. AsOrfield and Lee (2009 note, Qhose
who arguetha because there are segregated schools that succeed we need not worry
aboutsegregation are engaged in afalacy of usang exceptionsto therule to provea
relationship(itaics added for enphasig]. 2

More and more court-ordered desegregdion plansin many American communities have
been dissolved, induding even voluntary plans® And the movement to provide
voudhers to students as a means of encouraging school tranders threatens to increase
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educationd segregaion, given relatively highe levels of segregaion in private schools.
School desegregaion efforts, however, should notbe abandonel. Because much of the
racial, ethnic, and income segregation in schoolsis caused by residential housng
segregation, strategies to increase housng integration, such as those discussed in the
chapter on Security, can hdp to stimulate school desegregaion. Other housng and land
use policies, such as efforts to stimulate the development of mixed-income housng,
should be designed to avoid the conaentration of poverty and racial and ethnic isolationin
schools. School districts that are consdering abandoning desegregation plans should
assess the sodal and economic impacts of high levels of segregation, and they should
create incentives such as high-qudity magne and charter schools tha conscioudy seek to
increase racial/ethnic and income diversity in schools.®* In other parts of the county,
where racial and economc segregaion often correspondclosely with school district lines,
voluntary interdistrict choice programs have had success in placing children in lower
povety public schools. Programsin St. Louis, Boston, and Minneapolis pemit city
children to trander to subutban public schools. In Hartford atwo-way voluntary
desegregation program places more than 1000city children in subutban schools each
year, with twice tha number of subutban children coming to Hartford-based interdistrict
magne schools.®®

Efforts by some school districts to decrease income segregation in schools have resulted
in better educationd outcomes among low-income students, suppoting research showing
tha low-income students have better educationd outcomes when they attend middle-
class schools.® In Wake County, North Caroling for example, the county school
district@ effort to limit the concentration of low-income students to no more than 40
percent within a school has resulted in dramatically improved test scores for African-
American and Latino children. The school district encompasses the entire county,
making it easier to assign students to schools across urban and sububan areas. The
district has created magne programs in lower income areas, attracting students with a
rangeof family incomes, and it has assigned students from low-income communities to
schoolsin highe income areas.®’

Improving Accessto Higher Education by Reducing Financial Barriers

Accessto acollegeeducation isinaeasingly out of reach for students fromlow- and
modeate-income backgrounds as the cogs of tuition and other fees are risng more
sharply than income. Between 1980and 2000,the share of alow-income family®@
earning required to pay for oneyear at a public four-year collegeinaeased from 13
percent to 25 percent. At the same time, sources of need-based student aid are declining.
By the mid-1990sthe maximum federal Pell Grant pad for only aboutonethird of the
average college cod at a public four-year inditution, a sharp declinefrom themid-1970s
when these grants covered over 80 percent of cogs.®® Student loans increasingly a major
source of finandal aid, condituted nearly 70 percent of federal student assistancein
20022003, and non-need-based aid congituted more than 40 percent of all finanaal aid.
Not surprisingly in light of these trends despite the fact tha college enrollment rates are
increasing, fewer than hdf of college-qudified low-income students went to collegein
2000 compared with nearly eightin ten highincome students.®® TheU.S. Department of
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Education® Advisory Committee on Student Finandal Assistance estimates that families
of low-income, college-eligible high school graduaes face an average annud unmet need
of $3,800, and the shortage of grant aid will result in over 4 million students being unable
to attend a four-year college by theend of this decade ™

Redudngfinandal bariersto collegewill require increasing the share of need-based
grants, reduang dependency on student loans, andimproving private sector paticipaion
throughscholarship aid. Federa Pell Grant awards should be doubkd and the program
fully funded, to increase the avail ability of need-based grants. State-based finandal aid,
aswell, should emphasize need-based assistance, and state, federal, andingitutiond
finanda aid policy mug be better integrated, to create a complementary system tha
alocates resources more efficiently.” Findly, colleges and universities should make
every effort to hold theline ontuition and fee increases, and offer reduced or no-cos
tuition for academically qudified students fromimpoveished or low-income families.

Homeowner ship and Lending Policies

TheFair Housng Act of 1968and the Equd Credit Oppottunity Act of 1974outlaw
disparate treatment of applicants--the use of different undewriting standadsfor different
groupsin mortgagelending. Andthe courts have geneally interpreted federa civil rights
laws as outlawing lending practices tha have adisparate impact.” Disparate impact
discrimination occurs when policies or practices have the effect of discriminatingagang
aparticular group, and either 1) the practice cannotbejugified onthe groundsof
busness necessity or 2) the practice® disparate impact can be avoided throughless
discriminatory aternative policies tha meet the same busness objectives.

However, the current fair-lending enforcement system fails to adequaely protect
Americanswho may face lending discriminaion. Inadequae standadsexist for
determining when disparate impact discriminaion has occurred, and agency procedures
are notdesigned to identify disparate impact.”® Moreover, studies demondrate tha
current procedures also fail to identify cases of disparate treatment.”* These fair-lending
enforcement procedures also insulate some discriminging lendas from investigaion,in
tha they focusonly on asubset of possible discrimination indicators.”

Drawing on federa guiddines established by the Equd Employment Opportunity
Commission to assess disparate impact in employment practices, Ross and Yinge (2002)
offer aset of guddines for undewriting systems tha can be used to identify disparate
treatment or disparate impact mortgage lending discriminaion. These guiddines draw on
multivariate, paformance-based procedures to deerminetheimpact of undewriting
systems as awhole on different racial and ethnic groups to set high standadsfor prima
facie cases of discrimination, to evaluate usness necessityOclaims, and to establish
fairness prindples tha prohibit practices tha dispropottionaely hurt minorty applicants.
Ross and Yinge propo% tha assessments of how undewriting systems may be
discriminaory should be based onloan approvd regression andyses, which explain loan
approvd decisionsfor asample of lendea's based on applicant, loan, and propety
characteristics, and loan peformance data, which can evaluae discriminaionin loan
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approvd and can be adapted to test for Qedlining,Oor unlawful excluson of certain
communities from loan congderation. Fair-lending enforcement agendes mug collect
and assess lending and loan performance data to generate these andyses, and new
provisionsto the Home Mortgage Disclosure Act should require all lende's to report
standadized performance indicators, loan characteristics, and originator identifiers.”
These provisionsrequire resources and effort. Absent thar implementation, fair-lending
enforcement agendes are rendaed ineffective in the effort to address discriminaory
lending practices.
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