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T hese are uncertain times. As the country barely 
inches its way out of the Great Recession, its 

economic future is unclear. The growth model of the 
past decade—based on a housing bubble, credit-
fueled consumption, and a deregulated financial 
industry—is failing nearly everyone. This model was 
not only unsustainable, but it also did not deliver 
on the American promise of shared prosperity. A 
few at the very top ran away with nearly all of the 
gains, and almost everyone else lost: Their wages 
stagnated, their assets evaporated, their jobs 
disappeared, and their safety net unraveled. The 
most vulnerable—low-income people and people of 
color—were hit first and worst. They are still waiting 
for a recovery that continues to sputter along and is 
at risk of “double-dipping” into another recession.

At the same time, a major demographic 
transformation is well underway. The very same 
racial and ethnic groups who have long been 
left behind in America are quickly growing in 
number and population share. By the end of this 
decade, the majority of youth will be people of 
color. By 2030, the majority of workers under 

age 25 will be people of color. And by 2042, 
the majority overall will be people of color.

To secure the future in the face of such economic 
and demographic upheaval, this nation needs a 
new growth model—one that builds on our assets, 
leaves the generations to come with a strong 
foundation for the future, and brings us closer to the 
ideal of American prosperity. Like California in the 
1950s and ’60s, under both Republican Governor 
Earl Warren and Democratic Governor Pat Brown, 
the nation’s public- and private-sector leaders 
need to recognize that preparing the changing 
population for the needs of the modern economy is 
the key to our future; they must make investments 
that allow all people to maximize their potential. 

This new growth model must be driven by 
equity—just and fair inclusion into a society in 
which everyone can participate and prosper. 
Achieving equity requires erasing racial disparities 
in opportunities and outcomes. Equity is not 
only a matter of social justice or morality: It is an 
economic necessity. By building the capabilities of 

Introduction

Post–World War II California was poor, uneducated, and predominantly white. A mecca for people 
aspiring for a better life, half the residents were recent arrivals from other states, a fourth lived in 
poverty, and only half had a high-school education. Viewing this population as an asset to be developed, 
the state built a world-class education system—from K–12 classrooms to public community colleges 
and public universities—along with a vast network of roads, bridges, water systems, and parks. By 
1960, Californians had a 25 percent advantage in income and education compared to the rest of 
the country. A 1962 Newsweek cover claimed: “No. 1 State: Booming, Beautiful California.”1
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those who are the furthest behind, America not 
only begins to solve its most serious challenges, 
but also creates the conditions that allow all to 
flourish. This is not a zero-sum game. It is a win-
win proposition: The more we invest in each 
other, the better off we will all be. Equity matters 
to our economic recovery and our economic 
future. Equity is the superior growth model.

An equity-driven growth model would bring 
together two agendas that have traditionally 
been separate: the agenda to grow new jobs 
and bolster long-term competitiveness, and the 
agenda to ensure that all—especially low-income 
people and people of color—have the opportunity 
to benefit from and co-create that growth. 
Equity and growth need each other more than 
ever. Robust job growth is essential for creating 
economic opportunities and erasing disparities. 
And reducing inequality, rebuilding the middle 
class, and turning today’s youth into tomorrow’s 
skilled workers and innovators are critical to 
restoring America’s growth and competitiveness.

Make no mistake: Changing our economic paradigm 
will be no small task. Massive shifts in policy and 
politics are needed at every level—from local 
job creation to national economic policy—and 
champions for this approach, including unlikely 
ones, will need to emerge. It also means addressing 
the often uncomfortable topic of race. Indeed, 
in many ways, race is at the heart of the matter. 
Racial inequities are deeply entrenched in our 

institutions, communities, and ownership structure. 
But reversing these disparities is absolutely what 
must be done, and there is no time to waste.

This country has accomplished incredible things; 
it can achieve full racial inclusion and create an 
equitable economy. Our future depends on it.

America’s Tomorrow aims to get this urgent 
conversation started by putting forward a new 
vision of America’s future in three parts:

•	 Building the Next Economy lifts up the 
challenges that the nation must address to 
succeed and highlights continued racial gaps 
and disparities.

•	 The Nation’s Demographic 
Transformation reviews current and future 
demographic shifts.

•	 The Way Forward: An Equity-Driven 
Growth Model suggests some initial steps 
toward building an equity-driven growth model 
based on the innovative work being done in 
communities across the country.
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U pward mobility, a broad middle class, and the 
idea that everyone can achieve the American 

dream are strongly held American values. But our 
economic reality is not measuring up, and the real 
slowdown began long before the Great Recession. 

Like a mirage, the bubble economy masked longer-
term economic challenges of slow job creation, 
wage stagnation, rising inequality, and eroded 
global competitiveness. Economic growth has 
been slower and less broadly shared in recent 
decades (with the notable exception of the late 
1990s), while economic insecurity has grown. 
Technological change and globalization—along 
with a set of policies emphasizing deregulation, 
privatization, weakened labor unions, and a 
shrunken social safety net—changed the world 
of work in ways that disadvantaged workers, 
especially those without college degrees.
 

Long-standing inequities in income, wealth, health, 
and opportunity have reached unprecedented 
levels. More and more families are falling 
further behind, with diminishing prospects for 
catching up. And communities of color—who 
have long had the least access to this country’s 
riches—have felt the greatest pains as the 
economy has shifted and then stagnated.2 

Jobs Wanted

It is not news that we face a serious jobs crisis: 14 
million Americans are out of work. And when you 
count those who are underemployed (working part-
time jobs because their hours have been cut or they 
cannot find full-time work) and those who want a 
job but have stopped looking for one, the number of 
affected workers jumps to 25 million.3 It would take 
12.3 million jobs to return to the peak employment 

Building the Next Economy 
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level before the recession. At the current growth 
rate, it would take nearly a decade to catch up.4 
 
As dismal as these figures are, they mask the 
larger jobs crisis for people of color, who have long 
faced recessionary conditions, and were hit earliest 
and hardest by the recent economic downturn. 
At the start of the recession, unemployment and 
underemployment rates were higher for blacks 
than the current rates for whites, and they have 
skyrocketed since. In July 2011, a quarter of African 
Americans and more than one fifth of Latinos were 
unemployed or underemployed, compared to 13 
percent of whites.5 The same groups also face longer 
spells of unemployment, which reduce earnings 
well into the future.6 And while a college degree 
is the best defense against unemployment overall, 
even college-educated African Americans and 
Latinos face disproportionately high unemployment 
compared to white college graduates.7 The disparities 
in unemployment rates for college grads may 
seem surprising, but research suggests that racial 
discrimination in the workplace is not a thing of the 
past and exists at all levels of the labor market.8

Young Workers at Risk

Young workers will form the backbone of the next 
economy, but the newest entrants to the world of 
work have been particularly hard-hit by the crisis, 
and are at risk of never reaching their potential. 

Recent college graduates—particularly young blacks 
and Latinos—are struggling to find their footing in 
the workplace. Among college graduates under age 
25, unemployment rates are 15 percent for African 
Americans, 14 percent for Latinos, and 9 percent 
for whites.9 Many of today’s college graduates 
are starting further behind than they ought to 
because they take positions with lower education 
requirements and lower salaries.10 This is not just a 
short-term setback: Entering the workforce during a 
recession can depress earnings for 10 to 15 years.11 

Faring much worse is the growing legion of 
disconnected youth. Nearly six million young people 
ages 16 through 24 are neither working nor in 
school—this is both the highest absolute number of 
disconnected youth and the highest share of youth 
that are disconnected over the entire 24-year period 
for which data are available. These disconnected youth 
are disproportionately youth of color: 51 percent are 
of color, compared to 40 percent of all youth in this 
age group. But the fact that close to half are white 
highlights the reality that all youth are at risk.12 

Such high numbers of young people without jobs and 
options are a source of social instability—for the youth 
themselves, for their families, and for society. Lacking a 
successful work experience by the age of 25 increases 
the risk of lifelong poverty, and disconnected youth 
are also more likely to end up in the criminal justice 
system, exacerbating an already downward-spiraling 
situation and imposing a host of societal costs.13 
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Slower and More Unequal Growth

From the 1940s through the 1970s, worker 
productivity soared, new jobs were created, and 
wages increased. Whatever size paycheck workers 
took home, it grew at a steady pace, year after year. 
Some groups were initially shut out, but the work of 
the civil rights movement, the women’s movement, 
and the labor movement helped open doors.

Since the late 1970s, however, the U.S. economy 
has grown more slowly and the fruits of growth—
in terms of income and wealth—have not been 
widely shared, with people of color gaining the 
least. Although worker productivity has continued 
to increase, wages have not kept up, and the 
workers with the smallest paychecks to begin with 
have actually seen their incomes decline, while 
the lion’s share of the gains have gone to those 
at the very top. Since 1976, the share of income 
going to the top 1 percent more than doubled, 
and these top echelon earners now get more 
than a fifth of the entire U.S. economic pie.14 

The wealth divide in America has grown even 
more dramatically than the income and wage 
divide. Of the total wealth generated between 
1983 and 2009, 82 percent of it went to the 
wealthiest 5 percent of households while the typical 
household’s wealth actually declined.15 The median 
wealth of white households is now 20 times that 

of black households and 18 times that of Latino 
households—the largest gaps since the federal 
government began tracking these data 25 years 
ago. A key cause of this gap is the foreclosure 
crisis, which disproportionately impacted black 
and Latino families, stripping many of them of 
their most significant—and often, only—asset.16 

Shrinking Middle Class,  
Stalled Mobility 

As the very top catapults ahead, America’s 
famed middle class is shrinking: The portion 
of households with middle-class incomes has 
steadily declined for more than three decades.17 

Fewer and fewer households can achieve the markers 
of middle-class status: a secure paycheck that grows 
year after year, a nice home in a safe neighborhood 
with decent schools, retirement savings, health care, 
some leisure time to spend with friends and family, 
and the ability to send their kids to college. And equal 
to the challenge of getting into the middle class is the 
risk of falling out of it. Families of color who fought 
hard to get into the middle class are seeing their 
children grow up to live in poverty or near-poverty. 

With the withering of middle-class opportunities, 
economic mobility—the ability to move up the 
income ladder within one’s lifetime or from one 
generation to the next—has stalled, and the 
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roadblocks are bigger for people of color. More 
than half of black children born to parents whose 
incomes are in the bottom fifth of all incomes 
remain there as adults, compared to three in 10 
white children. And the specter of downward 
mobility is more prevalent for African American 
children as well: 45 percent of middle-class African 
American children end up poor, compared to 
16 percent of middle-class white children.18 

The declining middle class (along with high 
unemployment and wage stagnation) is not 
only bad for individuals—it is bad for regional 
economies and the national economy as well. 
Less income means fewer dollars to spend on 
goods and services, fewer business opportunities, 
and less economic activity. A strong middle class 
is an important engine of economic growth.

The Disappearance of Good Jobs

The most recent wave of globalization and 
technological change has radically altered the 
structure of employment in the United States 
and contributed to rising inequality, with dire 
impacts on already vulnerable workers of color. 

International trade agreements and the rapid diffusion 
of computers, the Internet, and other technologies 
have made it cheaper for employers to replace 

workers doing routine tasks with computers or to 
hire lower-wage workers in developing countries 
than to pay middle-class wages to American workers. 
Many good, unionized manufacturing jobs that 
were available to workers without a college degree 
either disappeared or were shipped overseas. More 
recently, white-collar jobs have been outsourced 
as well. Not surprisingly, workers of color have 
borne the brunt of many of these recent trends.
With the shift from an economy based on 
manufacturing to one based on services and 
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retail, job growth has become more polarized. 
There has been growth at both ends of the labor 
market—in high-wage jobs in technology - and 
knowledge-based industries, and low-wage 
jobs in the service and retail sectors. But there 
has been very little growth in the middle-wage 
jobs that are essential to a strong middle class.19 

Between 1990 and 2010, low-wage jobs grew 
31 percent, high-wage jobs grew 20 percent, 
and middle-wage jobs grew by just 3 percent.

These structural shifts have crushed the economic 
prospects for lower-skilled workers. Although 
high growth of low-wage jobs would seem to 
signal abundant job opportunities for people with 
little education, many of these jobs (e.g., food-
service workers, retail clerks, customer service 
representatives) do not pay high enough wages 
to support a family and offer few opportunities 
to move up the ladder or to obtain further skills 
or training, low job security, and minimal benefits 
like health care and retirement savings. 

It is important to put this trend into context.  
There are still many middle-wage jobs in the 
United States: 44 percent of current jobs are 
middle-wage, while 43 percent are low-wage and 
13 percent are high-wage. These jobs are import-
ant targets for strategies to build up the skills 
of low-wage and unemployed workers (further 
discussed on page 24). But as a share of all jobs, 
middle-wage jobs have been in decline since at 
least 1990, signaling a need for a jobs strategy 
to create many more good, middle-class jobs. 

Education and Skills Gap

Unless we reverse current educational disparities, 
the U.S. labor force will be less skilled even as the 
global knowledge- and technology-based economy 
demands more and more skilled workers. 

The jobs of the future will require ever-higher levels 
of skills. The Center for Education and the Workforce 
at Georgetown University projects that 45 percent 
of jobs in 2018 will require higher education—at 
least an associate’s degree.20 But there are wide 
racial disparities in higher education attainment: 
While 43 percent of white workers have at least an 
associate’s degree, this is true for only 27 percent 
of African American workers, 26 percent of U.S.-
born Latinos, and 14 percent of Latino immigrants. 

Disparities in gaining the education needed to get 
these better jobs begin long before college. Low-
income children of color often attend the worst 
schools and lack the quality teachers, curricula, 
classrooms, and extracurricular supports that 
help middle-class children succeed. By the fourth 
grade, 83 percent of poor children fail to reach 
proficiency in reading, and 78 percent are not 
proficient in math. Rates are even worse for poor 
children who are African American, Latino, or 
Native American.21 High-school dropout remains a 
serious challenge: Six of every 10 black, Latino, and 
Native American high-school students graduate, 
compared to eight in 10 white students.22 
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Given demographic trends and continued disparities, 
the groups that have lower rates of education and 
literacy will continue to become a larger segment of 
the American workforce. If the educational outcomes 
for these groups are not changed, illiteracy levels and 
skills gaps will increase at the very time employers 
are seeking higher education and skill levels. The 
current prognosis is bleak: By 2020, the share of 
adults with some advanced education is projected 
to decline in all but six states, while there will be 5.9 
million more dropouts than there are jobs for people 
without a high-school education.23 The Educational 
Testing Service calls this a “perfect storm” of 
demographic, labor market, and educational 
trends that threatens the American dream. 

Inequality Is Hindering Growth

As inequality has reached pitch levels, economists 
have been analyzing what it means for 
economic growth and competitiveness. More 
and more, they are finding that inequality is 
not bad for just those at the bottom; it also 
places everyone’s economic future at risk. 

Traditionally, economists thought that some 
amount of inequality was beneficial for economic 
growth; the theory was that inequality created 
incentives that drove people to work harder 
and put more income in the hands of job-
creating investors.24 But this theory is now being 
challenged—and not only by those traditionally 
concerned about poverty, inclusion, and fairness. 
For example, Federal Reserve Governor Sarah 
Bloom Raskin recently stated: “This inequality is 
destabilizing and undermines the ability of the 
economy to grow sustainably and efficiently.”25 

A growing body of research argues that inequality 
is harmful to economic growth and greater equality 
brings about more robust growth.26 A recent study 
by economists at the International Monetary Fund, 
for example, found that countries with more equality 
had significantly longer periods of growth: Every 10 
percent decrease in inequality increased the length 
of a country’s growth spell by 50 percent. They 
conclude that reduced inequality and sustained 
economic growth are “two sides of the same coin.”27 

Studies in the United States also find that greater 
economic and racial inclusion, particularly at the 
level of the metropolitan regions, corresponds with 
stronger growth. In the 1990s, the same regions 

that became more equitable (with reductions in 
income disparities, concentrated poverty, or racial 
segregation) experienced greater growth (measured 
by increases in per capita income).28 And while 
some argue that struggling regions cannot think 
about inclusion until growth has resumed, another 
study found quite the opposite: The relationship 
between equity and growth was even stronger in 
economically distressed regions like Detroit and 
Cleveland than in “strong market” regions.29

Along the same lines, a paper later published by 
the Federal Reserve Bank of Cleveland analyzed 
the growth trajectories of 118 regions during the 
1994–2004 period and found that measures of 
both racial inclusion and income equality were 
positively associated with a host of economic 
growth measures, including employment, output, 
productivity, and per capita income.30 The study 
was commissioned by Cleveland’s Fund for Our 
Economic Future, a philanthropic collaborative 
focused on regional economic competitiveness. As a 
result, the Fund has been tracking equity indicators 
alongside traditional competitiveness indicators 
such as business growth and talent development. 

Economists have not yet agreed on exactly 
why there is a mutually beneficial relationship 
between equity and growth. One theory is that 
more equal societies make broader investments, 
particularly in public education. Another is that 
such societies have developed policies to share 
gains or pains, reducing the political polarization 
that can stand in the way of economic progress. 
An even simpler theory is that such societies 
have realized that treating people right boosts 
productivity. In any case, the idea is catching on 
that doing good and doing well can go together.

The next growth model—and the policies set up 
to guide it—must address this country’s growing 
inequities, including its long-standing racial inequities. 
These racial disparities in educational outcomes, 
income, wealth, and employment conspire to drag 
down the economy and hold back its potential. 

The economic imperative to address race is especially 
critical given the nation’s changing demographics. 
The same groups that have been most left behind 
are growing in number and population share. As 
this trend continues, the impact of disparities will 
grow, affecting the entire population. The nation’s 
legacy of racial exclusion must no longer hold 
us back from securing America’s tomorrow.
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F rom the megalopolises of New York City and 
Los Angeles, to rising southern metros like 

Dallas and Charlotte, to small-town Pennsylvania, 
and just about everywhere in between: America 
is undergoing a demographic transformation 
that is more rapid and widespread than anyone 
previously realized. And it is this increasingly diverse 
population that will lead us into the next economy.

Becoming a World Nation

Long a predominantly white society, with a significant 
black minority and pockets of immigration largely 
in big gateway cities, America is becoming a true 
world nation that is increasingly multiracial and 
multicultural. People of color are rapidly becoming 
the majority of the population. Today’s 30-year-
olds will see this seismic shift in the national racial 

makeup within their lifetimes. About the time 
they were born, 80 percent of Americans were 
white. But by the year 2042, just as they may be 
turning their attention to retirement, less than 
half of the population will be white: America 
will be a majority people-of-color nation.

In the past decade, almost all of the net U.S. 
population growth—92 percent—came from people 
of color. Latinos largely drove that increase. While 
immigration continues to play a role, the majority 
of growth in the Latino population now comes 
from new births by Latino residents.32 Many places 
would have lost population were it not for their 
growing diverse populations. Among the largest 
100 metropolitan regions, the white population 
declined in two of every five of them, but the Latino 
population increased in all of them, and the Asian 
population increased in all but a handful of them.33 

The Nation’s Demographic Transformation

Contrary to popular misperception, the vast majority (72 percent) of the 40.2 million immigrants in the United States 
have legal status. And while the majority of undocumented immigrants (58 percent) are from Mexico, four in 10 come  
from other countries.31

The Facts about Undocumented Immigrants
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Growing Generational Gap

Youth are at the forefront of this demographic 
transition. As of the 2010 Census, just under half 
of the babies under age one were nonwhite, and 
demographers predict that by the end of this 
decade, the majority of youth under age 18 will 
be people of color.34 But as the youth population 
becomes more multiracial and multicultural, there 
is a growing demographic divergence between 
the young and the old. Only 20 percent of 
today’s seniors are people of color. Yet among 
today’s youth, 46 percent are people of color. 

This schism—the racial generation gap—has grown 
significantly over the past several decades. There 
is now a 26 percentage point difference in the 
share of youth who are of color and the share of 
seniors who are of color. The racial generation gap 
has more than doubled since 1975. During this 
period, there has also been a retreat in the public 
investments that support the next generation.

All societies rely on their elders to make decisions 
that set up their youth to succeed. But too many 
of today’s elders and decision makers do not 
see themselves reflected in the faces of the next 
generation, and they are not investing in the same 
educational systems and community infrastructure 
that enabled their own success. Indeed, the states 
with the largest racial differences between their 
youth and senior populations tend to make the 
smallest investments in their educational systems. 

Case in point: In 2008, Arizona and Nevada 
had the largest racial generation gaps among 
all 50 states, and they were among the lowest 
spenders in terms of public school expenditures 
per pupil, ranking 49th and 44th, respectively.35 

America’s long-standing racial gap has become a 
generational gap—and it places the future of all 
youth at risk. When infrastructure crumbles, people 
of color in older cities and suburbs may hit the 
first potholes, but everyone bears a burden. When 
community college funding is cut, young people 
of color may be on the front lines, but alongside 
them are white youth also hoping for a better life. 
If America does not make investments that create 
the conditions for the next generation to prosper, 
all children will be at risk—regardless of their race. 

Diversity Is Increasing Everywhere

While certain states and regions are leading the 
pack and already have people-of-color majorities, 
demographic shifts reach far and wide. Even 
places that have not traditionally been home 
to many people of color and that might still be 
predominantly white are experiencing dramatic 
changes in their racial and ethnic profiles. 

People of color are already the majority in four 
states (California, Hawaii, New Mexico, and Texas), 
in the District of Columbia, in 49 metros, and in 
311 counties. Another nine states (Arizona, Florida, 
Georgia, Louisiana, Maryland, Mississippi, Nevada, 
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New Jersey, and New York), 40 metros, and 241 
counties are at the demographic tipping point and 
now have 40 to 50 percent nonwhite residents. 
By 2040, 13 states, 102 metros, and 602 counties 
are projected to be majority people of color. 

And as the map on the next page illustrates, 
people of color will continue to contribute 
most of the country’s population growth in 
the coming decades. This is true in all types 
of communities—from traditionally diverse 
urban areas to suburbs and rural areas. 

Suburban Shifts. The suburbs are growing more 
diverse, both demographically and economically. 
More black, Latino, Asian, foreign-born, and poor 
people now live in the suburbs of the largest 100 
metropolitan regions than in the cities, marking a 
historic shift.36 Fewer and fewer suburbs remain 
predominantly white, and the demographic profile 
of the suburbs increasingly mirrors that of the nation 

as a whole. Many immigrants are either moving 
from traditional gateway cities to the suburbs, or 
they are bypassing cities altogether and moving 
directly to suburbs. Some examples: Dominicans, 
Puerto Ricans, and Central Americans are moving 
from New York City to Allentown, Reading, and 
other towns in Pennsylvania’s Lehigh Valley. Since 
the 1990s, more immigrants (from Mexico, Poland, 
India, and elsewhere) have headed straight to the 
suburbs of Chicago, rather than to the city itself.37 

Rural Shifts. Immigrants are increasingly taking 
up residence in rural areas located outside of the 
traditional destination states, often following job 
opportunities. Four in ten rural Latino immigrants 
now live in the new rural destination states of 
Florida, Georgia, Idaho, Kansas, Nebraska, North 
Carolina, Oregon, and Washington, typically 
finding work in manufacturing, meat-packing, or 
other industries.38 Even in states like Iowa, where 
Latinos are just 5 percent of the total population, 
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people of color outnumber whites in some rural 
communities. More than half of the 3,700 residents 
of West Liberty in eastern Iowa are Latino, for 
example. Many are Mexican immigrants who 
work at West Liberty Foods, a turkey processing 
plant that employs about 850 people.39 

Urban Shifts. Increasing diversity also brings new 
complexities to already-complex race relations. 
Interethnic tensions can arise when new groups 
move into established communities of color, and 
these tensions are often related to competition 
over scarce jobs, resources, and opportunities. 
Another source of tension is the fear that new 
groups will dilute hard-won political power and 
representation. A particular issue is the movement 
of Latinos and immigrants into historically African 
American neighborhoods—a pattern that can lead 
to vitality but also to a sense of loss and unease. 

Interethnic conflict in urban America is real, 
but those closest to the ground in changing 
neighborhoods often say the reality is more 
complex than its portrayal by the media. The 
camera too often shows only the bad news, political 
squabbles, and schoolyard fights. Missing are the 
daily accommodations, negotiations, and coalitions 
formed to improve community schools, housing, and 
environments. The real lesson from all this is that 
working together will require new skills at coalition 
building across multiple dimensions of difference.

Diversity Is an Economic 
Opportunity 

America’s transformation into a world 
nation inside its borders can help everyone 
succeed in a global economy driven by 
innovation, adaptability, and connectivity.
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Rapid demographic change inspires a mix of reactions, from fear and anxiety, to indifference or ambivalence, to hope  
and optimism. 

The spate of harsh anti-immigrant laws over the past several years attests to the fear that can arise when communities face 
a rapid influx of newcomers from distant places. The Migration Policy Institute found that the growth rate of the immigrant 
population was the biggest predictor of whether a locality considered restrictive immigration legislation.40 But a recent survey 
conducted by the Applied Research Center suggests that it could be a small number of vocal pessimists who ignite fiery 
public debates about racial change. Most of the 2,700 survey respondents did not have strong feelings one way or the other 
about changing demographics, but the pessimists were the most likely to express their opinions.41 These survey results point 
to the need for a much more vocal and active majority. 

There are also many promising examples of multiracial organizing and coalition building. In Prince William County, Virginia, 
white mothers and police officers joined forces with Latino immigrants in 2007 to successfully overturn a regulation 
requiring police officers to question people they had “probable cause” to think were undocumented immigrants. Activists in 
Portland, Maine—a predominantly white town that has seen an influx of immigrants in the past decade, particularly African 
refugees—came just a few points away from passing a law to allow non-citizens to vote in local elections in 2010.42

From Fear to Hope

Diversity is the seedbed that nurtures the innovation 
(the creation of new products, technologies, and 
processes) needed to grow the economy. When 
it comes to tackling difficult problems, diversity 
rules. A team’s multiplicity of perspectives actually 
matters more to its success than the overall talent 
of its members.43 People of diverse racial, ethnic, 
and cultural backgrounds bring different ways 
of seeing problems and solutions to workplaces, 
boardrooms, classrooms, churches, community 
meetings, and other settings. The process of 
working through these differences in a team setting 
can foster new discoveries and new solutions. 

Beyond the benefits of diverse perspectives, a 
globally connected population means many linkages 
to the global marketplace. A multilingual and 
multicultural population can help entrepreneurs, 
companies, and organizations communicate with, 
understand, and respond to potential customers, 
suppliers, and collaborators across the globe. 

The growing multiracial population already 
contributes significantly to the domestic 
economy—and that contribution will only grow. 
Immigrant entrepreneurs often bring new life to 
places long abandoned by the public and private 
sectors—starting new businesses, supporting 
local businesses, contributing to the local tax 
base, and strengthening neighborhood housing 

markets and commercial corridors. Immigrant-
owned companies generated $52 billion in revenue 
and employed more than 450,000 workers in 
2005.44 For these reasons, counties and states that 
pass harsh regulations aimed at undocumented 
immigrants end up suffering economically 
when their immigrant populations leave.45 

Growing Latino, Asian, African American, and 
other diverse communities are in the driver’s seat of 
new business creation and represent a significant 
new consumer base. Between 2002 and 2007, the 
number of businesses owned by blacks, Latinos, 
and Asians grew more than three times as fast as 
white-owned businesses, and revenues grew more 
than twice as fast.46 Many businesses are clamoring 
to tap into the Latino market share. According to 
the Selig Center for Economic Growth, Latinos 
controlled $1 trillion in purchasing power in 2010, 
and that’s expected to rise to $1.5 trillion by 2015.47

Just as equity has become essential to growth, 
so has diversity. Diversity builds interpersonal 
skills, creates markets, and fuels new business 
development. What was once seen as a drag 
on prosperity—how could so many different 
types of people work together to help move 
the economy in the same direction?—is 
actually a significant asset for the future. 
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How is Your region CHanging?

While demographic change is happening 
everywhere, the nature of this change differs 
from place to place. Some places have long 
been home to many different racial and ethnic 
groups, while others are just beginning to 
become more diverse. Some places are changing 
quickly; others, more slowly. And some places 
are seeing growth within many different 
groups, while others are mainly experiencing 
growth in their Latino populations. 

Understanding the specific dynamics of 
demographic change within regions can 
help communities develop effective policies 
and advocacy strategies. Examining what 
is happening within the people-of-color 
population is one important task. This paper 
has described “people of color” as a group 
to explain demographic shifts underway. But 
there is vast racial and ethnic diversity within 
the people-of-color population, along with 
widely different historical and contemporary 
experiences, attitudes, political behaviors, 
and cultures. It is also important to look at 
how change differs across the neighborhoods 
and communities within the region.

Metropolitan regions are a critical geography 
for promoting equity-driven growth. Regions 
are the key geographic unit in the global 
economy: Labor markets, housing markets, 
transportation networks, and industry clusters 
all operate at the regional level. And as regional 
equity advocates have long recognized, regions 
are also a crucial geography for addressing 
inequities by race, income, and place. It is at 
the regional level where community leaders 
can come together—face to face, race to 
race, place to place—to find ways to bridge 
these divides and chart a brighter future.

The map to the right illustrates demographic 
change in the largest 187 metropolitan 
regions along three dimensions of change:

1. Level: What share of the population is 
nonwhite in 2010? Is there still a large 
white majority? Are people of color already 
the majority? Or is it in between (30 to 50 
percent people of color)?

2. Pace: How much did the share of people 
of color grow in the past decade? Was 
this change fast or slow compared to the 
average? For example, the Florida metros 
of Orlando and Tallahassee have similar 
people-of-color shares (47 and 42 percent, 
respectively), but Orlando is changing 
much more quickly: a 12 percentage point 
increase in people of color in the past 
decade, compared to a 4 point increase in 
Tallahassee. 

3. Diversity of the people-of-color population: 
Is the people-of-color population becoming 
much more diverse, or is it staying about 
the same or even decreasing in diversity? 
The Baltimore and Phoenix regions provide 
a good illustration. These regions had the 
same share of people of color in 2000 (34 
percent) and both are changing relatively 
quickly (6 to 7 percent increase in the 
share of people of color over the decade). 
However, Baltimore’s change was largely 
driven by Latinos and Asians, leading 
to a substantial increase in the diversity 
of people-of-color population that was 
overwhelmingly black in 2000. Phoenix’s 
change was predominantly driven by Latinos 
(but with increases in blacks, Asians, and 
other groups as well), more closely mirroring 
its composition of people of color in 2000 
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and thereby leading to only a small increase 
in the diversity of people of color. 

In addition to showing the characteristics 
of individual regions, the map reveals some 
broader historical and geographical patterns:

•	 Most metros in the Rust Belt—sweeping 
from the Midwest to upstate New York—
are majority-white communities with 
significant black populations (many were 
destinations of southern blacks moving 
north for industrial jobs) that are slowly 
gaining shares of Latinos, Asians, and other 
groups.

•	 Metros in California and along the southern 
border tend to already be majority people 
of color and are quickly becoming more 
so (the more stable Texas border metros 
are an exception). Their people-of-color 
populations are predominantly Latino, but 

with significant African American and Asian 
populations as well. Strong Latino growth 
in these regions is making their people-of-
color populations less diverse overall. 

The nature of demographic change has 
important implications for a community’s 
economy, policy, politics, institutions, services, 
infrastructure, and culture. Rapid and 
diverse change might represent a shock for 
institutions and longtime residents, whereas 
slower and more gradual change might be 
absorbed more gracefully. Understanding 
which racial and ethnic groups are growing, 
and how rapidly, is critical for building 
the multiracial and multiethnic alliances 
and the leadership skills that are needed 
to advance equity within regions.

See the Appendix for more information 
and region-specific data. 
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T he nation’s recent past may be marked by 
increasing inequality, but it is becoming clear 

that the traditional justification—that such inequality 
can promote growth—no longer holds water. 
Meanwhile, the persistence of racial disparities, 
alongside the fact that population growth is coming 
almost exclusively from people of color, gives new 
urgency to the need to broaden opportunity. 

To succeed in the global economy, America needs 
a new growth model that leverages the nation’s 
diversity as a competitive asset. An equity-driven 
growth model would help by tackling racial  
disparities in education and employment, lifting  
up those at the bottom of the income spectrum,  
growing the middle class, and providing upward  
mobility for all.

Ultimately, the private sector must take the 
lead in producing economic growth that is 
truly inclusive. But leaders in the public and 
community sectors need to set up the right 
framework of policies, investments, incentives, 
and strategies to guide that growth. 

Admittedly, this is no small endeavor. Reversing 
the damage of decades will require an extensive 
rethinking and reconfiguring of the nation’s 
economic priorities and policies. But every journey 
begins with a few solid steps, and there are 
many strategies that can be implemented almost 
immediately to jump-start an equity-driven growth 
model. Over the next year, PolicyLink and USC’s 
Program for Environmental and Regional Equity 
(PERE), in collaboration with partners and colleagues, 
will continue to develop new, transformative ideas 
and policy proposals—from neighborhood job 
creation strategies to national economic policy—
to implement an equity-driven growth model. 

While a great blueprint is essential, it is 
nowhere near sufficient. It will also take 
extensive organizing, advocacy, and democratic 
participation to advance this policy agenda. 
Only a real social movement can bring about 
the social, cultural, political, and economic shifts 
needed to create an American economy that 
manifests the potential of its incredible people. 

The Way Forward:  
An Equity-Driven Growth Model

Decades of research have shown that where you live impacts your health and your life opportunities—including your ability 
to participate in the economy. For example, growing up in a high-poverty neighborhood increases the risk that a child born 
to middle-class parents will end up poor. The fact that African American families disproportionately live in high-poverty 
neighborhoods is also a major reason why black children have higher rates of downward mobility compared to white 
children.48 

In an equitable economy, a child’s race, class, or zip code would no longer predict his or her health, success at school, 
or adult income.49 Place-based strategies that make distressed neighborhoods more opportunity-rich (with high-quality 
housing, public transportation, thriving businesses, walkable and safe streets, services, retail, etc.) are integral to building 
an equity-driven growth model. New federal place-based initiatives such as the Neighborhood Revitalization Initiative, the 
Sustainable Communities Initiative, Choice Neighborhoods, and Promise Neighborhoods are helping dozens of communities 
implement place-based strategies to connect people to opportunity.

Place Matters
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Building Blocks for an Equity-
Driven Growth Model

Below, we highlight promising strategies 
within three key arenas: 1) rebuilding our 
public infrastructure; 2) growing new 
businesses and new jobs; and 3) preparing 
workers for the jobs of tomorrow. 

These three areas are not the only arenas for 
action—change will be needed across the board—
but they are important ones because they are 
so integral to the agenda to achieve economic 
growth and the agenda to achieve racial and 
economic inclusion. Infrastructure investment, 
new business development, and human capital 
development are all essential for growing the 
economy and increasing competitiveness.50 And 
across the country, practitioners and advocates 
working for racial and economic inclusion have 

implemented strategies that link low-income 
communities and people of color to good 
jobs and career pathways while strengthening 
their local and regional economies. Their 
innovations—and their wisdom—should inform 
a national strategy for growth and inclusion.

Rebuilding Our Public 
Infrastructure

High-quality public infrastructure—roads, transit 
lines, bridges, sidewalks, schools, parks, water 
and sewer systems, communications networks—is 
fundamental to economic vitality. Infrastructure 
connects workers to jobs and educational 
opportunities, increases business efficiency and 
productivity, revitalizes distressed neighborhoods, 
and fosters growth and competitiveness. 

•	 In St. Louis, Metropolitan Congregations United and the Transportation Equity Network won a new equitable 
workforce policy on the $500 million I-64 highway project. The Missouri Department of Transportation agreed to 
devote 30 percent of the workforce hours on the project to low-income apprentices, and 1/2 of 1 percent of the 
project budget ($2.5 million) to job training. Kansas City, Michigan, Minnesota, and Wisconsin have all adopted similar 
workforce provisions, and the U.S. Department of Transportation funded a pilot project to implement the “Missouri 
Model” on large transportation projects in five other cities.51 Advocacy groups are working to incorporate a similar 
policy in the next multibillion-dollar federal transportation bill to improve access to transportation careers for low-
income people, communities of color, and women.

•	 Portland’s Clean Energy Works pilot project to help 500 local homeowners finance and install energy efficiency 
upgrades was guided by a landmark community workforce agreement requiring that 80 percent of the jobs go to 
local residents; 30 percent of the trades and technical work hours go to historically underrepresented groups; and 
wages equal at least 180 percent of the state median.52 The pilot was successful, and a $20 million award from the 
U.S. Department of Energy is now helping the program spread across Oregon to retrofit 6,000 homes and create 
1,300 jobs by 2013. To date, more than half of the people hired through the program have been people of color.53 
The national Emerald Cities Collaborative is working in 10 cities across the country to take energy-efficient building 
retrofits and construction career pathways to scale.

•	 Through community workforce agreements, the Los Angeles Department of Public Works, Los Angeles Unified School 
District, and Los Angeles Community College District created more than 30,000 job opportunities for residents of 
low-income neighborhoods building and renovating the city’s schools, community colleges, police stations, and 
other infrastructure. The Department of Public Works’ agreement prioritized hiring from zip codes with the highest 
unemployment and poverty levels.54

•	 In August 2011, Houston’s city council passed a Hire Houston First initiative to direct more of the city’s $4 billion 
in annual spending to local businesses. City departments will now be able to contract with or buy goods from the 
second-highest bidding firms if they are from the Houston metro area and their prices are still competitive (within 3 
percent for contracts over $100,000).55

Equity-Driven Growth in Practice: Infrastructure
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But America’s infrastructure is crumbling: In 
the past decade, the United States fell from 
7th to 23rd in a ranking of infrastructure quality 
among 193 countries.56 At the same time, 
rebuilding the nation’s infrastructure is one of 
the most effective job creation strategies. A 
$1 billion investment in infrastructure creates 
about 18,000 jobs, while the same size tax cut 
would generate 14,000 jobs—without creating 
any new public assets.57 A majority of jobs 
in infrastructure are solid, middle-skill jobs in 
construction and manufacturing that provide 
excellent stepping-stones to the middle class. 

In addition, public investment is required to build 
public infrastructure, which creates a strong policy 
mechanism—and a strong rationale—for making 
certain that those investments produce maximum 
social and environmental benefits. Infrastructure 
renewal also creates an opportunity to transition to 
the clean energy economy of the future—starting 
first by increasing energy efficiency and improving 
environments in low-income communities of color. 

Ideas for advancing equity-driven growth 
through infrastructure investment include:

•	 Increase overall investment in public 
infrastructure as a job creation and 
economic competitiveness strategy. 
There is simply no better way to jump-start 
the economy while laying the groundwork 
for the future, and interest rates are so 
low there is also no better time to finance 
the improvements. Renewing America’s 
infrastructure should be a number-one 
priority for the federal government.  

•	 Choose infrastructure projects and 
categories that maximize employment 
opportunities. What and how we build 
matters in terms of job creation benefits: 
building public transportation gets you 31 
percent more jobs per dollar than building 
roads and bridges; and repairing existing 
infrastructure creates 16 percent more jobs 
per dollar compared to new construction.58

•	 Target infrastructure jobs and projects 
to the people and communities most 
in need of employment opportunities. 
Targeted hiring provisions and community 
workforce agreements (binding contracts 
that include targeted hiring and job 

quality standards) can link unemployed 
and low-income workers from hard-hit 
communities to good jobs and lifelong 
careers rebuilding infrastructure. 

•	 Create opportunities for local and 
minority-owned business development 
along the infrastructure supply chain. 
Ensuring that infrastructure contracts 
go to local and minority-owned firms 
and that contractors buy their supplies 
locally will help businesses grow and 
increase the number of total jobs created 
through infrastructure investments. 

Growing New Businesses  
and New Jobs

Small businesses employ half of all private-sector 
workers and create two out of every three jobs 
in this country.59 They also incubate many of the 
new innovations that contribute to growth.60 

Small and very small businesses (also called 
microenterprises) are particularly vital when it 
comes to providing economic opportunities for 
low-income communities and communities of 
color. Businesses owned by people of color hire 
more people of color—making them important 
tools for reducing racial disparities in employment 
and economic success.61 These businesses can 
revitalize communities and bring tax revenues into 
the local economy. Being local can also give a 
business a competitive edge: Entrepreneurs who 
are from the community are often more tuned in to 
the tastes and preferences of diverse and changing 
populations, and have more flexibility to meet 
these needs compared to large national chains. 

While there are many successful programs that 
help low-income people become entrepreneurs, 
the challenge is to achieve a greater scale—
creating more start-ups and helping existing 
small businesses grow so that they generate 
more jobs for the people who need them most. 
The way to do this is to link entrepreneurs to 
larger-scale opportunities—larger markets, 
larger sources of capital, and larger economic 
development and growth strategies. 

Ideas for advancing equity-driven growth 
through enterprise development include:
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•	 Leverage the purchasing power 
of large “anchor institutions”—
universities, community colleges, 
hospitals, public utilities—to grow 
new businesses and jobs in and 
around high-poverty neighborhoods. 
These place-rooted institutions are often 
the largest employers in their regions, and 
some of the largest consumers of goods 
and services. Through strategic procurement 
and contracting strategies, anchors can 
redirect their spending power to help 
local enterprises launch and expand. 

•	 Connect regional economic development 
strategies to local workforce and 
community development efforts. Many 
regions are implementing strategies to 
grow their “regional innovation clusters:” 
networks of firms, suppliers, researchers, 
investors, and economic development 
agencies that support innovation and growth 
within particular industries (biotechnology, 

for example). Linking these cluster-focused 
efforts to “people-focused” employment, 
training, and business development strategies 
can maximize opportunities for the people 
and communities surrounding the cluster. 

•	 Create innovative financing mechanisms 
for small business development in 
underserved communities. New models of 
public/private financing can help entrepreneurs 
overcome the major barrier of access to capital. 

Preparing Workers for  
the Jobs of Tomorrow

Human capital was the key to America’s success in 
the industrial era, and it will be even more critical 
to gaining a competitive edge in the 21st century. 
As the Brookings Institution has pointed out: “In 
the decades ahead, upgrading the education and 
skills of the diverse U.S. workforce is no longer 
just a matter of social equity. It is fundamentally 

•	 The Pennsylvania Fresh Food Financing Initiative, launched in 2004, is an innovative public/private partnership 
that helps entrepreneurs develop grocery stores, farmers’ markets, and other food retail options in low-income 
neighborhoods that lack grocery stores. A community development financial intermediary, The Reinvestment Fund, 
matched $30 million in state economic stimulus dollars with more than three times that amount in private capital 
to create a pool of funds, and entrepreneurs can apply for one-time loans and grants. The results are impressive: 88 
new or expanded food retailers throughout the state’s urban and rural communities, and 5,000 full- and part-time 
jobs. California, Illinois, New Jersey, and New York State, along with New Orleans, have all launched similar fresh food 
financing models. And in 2010, the federal government launched the Healthy Food Financing Initiative to take the 
program to a national scale.62

•	 Since 1993, the Neighborhood Development Center in St. Paul has collaborated with community-based organizations 
to help diverse residents start their own businesses. The center’s 16-week course has been conducted in five languages 
and has targeted African American, Hmong, Latino, Native American, Oromo, and Somali communities. The center 
follows up with business start-up and expansion loans, ongoing business support and technical assistance, and low-
cost commercial space through its seven business incubators (which are also revitalizing neighborhood commercial 
corridors). More than 4,000 residents—90 percent of them low-income people of color—have completed the training, 
and 20 percent of them have gone on to start a business. Five hundred graduates are currently operating businesses: 
sustaining 2,200 jobs and returning $64 million to their communities in payroll, taxes, and rent each year.63

•	 Cleveland’s Evergreen Cooperatives is an ambitious, community-based enterprise development model that launches 
new employee-owned businesses (three to date: Evergreen Cooperative Laundry, Ohio Cooperative Solar, and Green 
City Growers Cooperative) to supply goods and services to several large anchor institutions in University Circle. The 
businesses have created dozens of good jobs with benefits and ownership opportunities for local residents, over half 
of whom have felony records. Richmond (California), Pittsburgh, and other communities are seeking to replicate the 
“Cleveland Model.” 

Equity-Driven Growth in Practice: Small Business Development
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an issue of national competitiveness and national 
security.”65 Tomorrow’s workers—and today’s—are 
the key to our future prosperity, but as a nation 
we must better equip them to succeed in an ever-
changing, globalized, knowledge-based economy. 

The education system must be retooled to ensure 
that all children can develop the reading, math, 
and critical thinking skills to become our next 
generation of innovators and leaders. This must 
begin from the cradle and last through college 
and career. The continuing challenge of low-
performing public schools that have neither 
the resources nor the well-trained teachers 
that ensure children can learn and achieve at 
their full potential must be addressed. Given 
changing workforce demands, the workers of 
tomorrow need to be able to advance beyond a 
high school diploma. Quality college education 
needs to be affordable and accessible for all 
children, but alternative postsecondary education 
and training programs are also needed. The 
community college system is particularly 
important for providing low-income people and 
people of color with pathways to middle-skill 
jobs that pay family-supporting wages and offer 
opportunities for advancement and growth.

The federally funded workforce development 
system—which connects unemployed and 

underemployed workers to new jobs and 
training opportunities and helps current 
workers build their skills and advance in their 
careers—also needs revamping to power the 
next economy. This system must work for the 
most vulnerable workers, who may need more 
support and training but whose employment 
will pay huge dividends—for these workers, 
their families, their communities, and society.  

Ideas for advancing equity-driven growth through 
workforce training and education include:

•	 Create cradle-to-career pipelines for 
vulnerable youth. Reaching vulnerable 
children early in their lives is critical for helping 
them reach college and build careers. Early 
childhood education is one of the most cost-
effective investments around, with a much 
bigger economic payoff than traditional 
economic development strategies (and a yearly 
“return on investment” of 15 to 17 percent).66 
But we cannot stop there: For low-income 
children of color to succeed, they need to have 
the same supports that middle-class children 
have throughout their childhood. Research 
shows that quality, balanced educational 
investments spread throughout the lives of 
vulnerable children reap the greatest rewards.67

•	 The Harlem Children’s Zone is a comprehensive cradle-to-college program that has helped more than 600 low-income 
children of color in Harlem enter college. Inspired by the Harlem Children’s Zone, the federal Promise Neighborhoods 
program is a bold new initiative to break the cycle of generational poverty by wrapping children in a pipeline of 
health, social, and educational supports from birth through college. Twenty-one Promise Neighborhood communities 
have received planning grants from the U.S. Department of Education, and additional planning grants plus the first 
implementation grants will be awarded in 2011.

•	 Recognizing the growing gap between the education levels of their regions’ youth (predominantly immigrants) and 
the workforce needs of their employers, the Chambers of Commerce in Los Angeles and Santa Ana both launched 
partnerships with their local school districts. The Santa Ana Chamber created a jointly administered high school that 
trains students for careers in six growth industries: automotive and transportation, engineering and construction, 
global business, health care, manufacturing, and new media. The Los Angeles Chamber has focused on exposing public 
school students to career opportunities through summer jobs and internships arranged with thousands of employer 
partners. 

•	 After California’s largest utility company, PG&E, recognized that a wave of Baby Boomer retirements was creating a 
shortage of new employees, it teamed up with local community colleges to establish a pilot training program that 
prepares young people for entry-level utility jobs. Launched in 2008, the PG&E PowerPathway program has graduated 
200 students; more than half are women or people of color. A majority of these graduates have taken utility jobs that 
pay between $19 and $29 per hour.64

Equity-Driven Growth in Practice: Education and Workforce 
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•	 Strengthen the community college 
system. Community colleges can succeed 
only if they have the resources to successfully 
serve low-income students and the capacity 
to link academic learning with job-related 
skills. To serve low-income students, they 
need to provide adequate student support 
services, financial aid, effective counseling, 
and remedial coursework. Relationships with 
industry and organized labor are critical for 
building a curriculum that prepares students for 
the changing needs of industry and business. 

•	 Implement sectoral workforce 
development and training strategies 
that connect workers to jobs in growing 
industries. Since the 1980s, communities 
have been implementing sector strategies: 
industry-specific regional partnerships of 
employers, training and education providers, 
and community organizations that aim to keep 
the industry strong while providing good jobs 
with advancement opportunities for workers, 
particularly low-income workers. And they 
work: participants in sector programs in Boston, 
Milwaukee, and New York earned higher wages 
(by 18 percent, or about $4,500), worked more 
consistently, and were more likely to work in 
jobs with benefits, than a control group.68

It Takes a Movement

It will take a broad-based social movement 
to create an equity-driven growth model. 

For “growth” and “equity” to come together, all 
will need to stretch outside of their comfort zones. 
Private-sector leaders need to embrace and prioritize 
equity concerns, and equity-oriented voices need 
to join traditional business and economic growth 
forums. Growth advocates will need to stop seeing 
equity as something that hopefully trickles down 
from their efforts to attract and grow businesses, 
and recognize that racial and economic inclusion 
will help them achieve their primary goals of growth 
and competitiveness. Equity advocates, who have 
traditionally focused on how the benefits of growth 
are divvied up, will need to concentrate more on 
generating job growth, and choose strategies that 
work with market forces to reach their equity goals. 

Advancing an equity-driven growth model will require 
multigenerational, multiracial, multisector, and multi-

issue leadership. This diversity must be built at every 
level of change—from school boards to the national 
government—and it must be built from the ground 
up. Examples of such boundary-crossing abound:

•	 In New Orleans, the Workers Center for Racial 
Justice has brought together African American, 
Latino, and Asian American workers to 
pursue common interests in employment and 
community in the wake of Hurricane Katrina.

•	 In Richmond, California, African Americans and 
Asian immigrants are working together to limit 
the growth of the refineries that pollute their air 
and instead promote new green jobs. 

•	 In Jacksonville, Florida, the Jacksonville 
Community Council convenes leaders from 
diverse constituencies to consider issues like race 
relations, services for ex-offenders, affordable 
housing, and future workforce needs. 

•	 In the Twin Cities, community development and 
antipoverty leaders now sit on the governing 
boards of the region’s agencies that are deciding 
how to invest in the transportation, housing, 
park, and water systems. 

•	 In Detroit, several of the 16 board members 
joining foundation executives to guide the New 
Economy Initiative’s $100 million philanthropic 
investment in the region’s economic revival 
are entrepreneurs of color who are longtime 
advocates on behalf of their communities.  

Leadership development programs are important for 
building the skills needed to reach across traditional 
boundaries. Urban Habitat’s Boards and Commissions 
Leadership Institute, for example, is an excellent 
model for training equity advocates to step into policy 
positions. The 80-hour, six-month-long program aims 
to build power by training diverse community leaders 
to effectively serve on the local and regional boards 
and commissions that decide on transportation, 
land use, housing, jobs, and climate change policies. 
When equity leaders come to the table, they not 
only bring important new expertise; they also begin 
to bridge the racial gap that exists between these 
institutions and the communities they represent. 

For equity-driven growth to become the reality, 
leaders must prioritize, track, and measure racial and 
economic inclusion alongside traditional measures 
of economic growth. Equity advocates will also 
need to hold policymakers accountable for the 



PolicyLink    //    PERE 

26 America’s Tomorrow

consequences of their policies, monitoring them for 
decisions that may—intentionally or unintentionally—
push different racial groups away from each other 
and widen current economic and social divides. 
These advocates must challenge those who have 
steered the economy toward deregulation and 
inequality in the name of growth, leaving the nation 
with a wave of foreclosures and rising poverty. 

The movement for an equitable economy must be 
based on a common understanding of our common 
future, and a shared understanding that America 
will be stronger if the divides of race, place, and 
generation are healed and if everyone approaches 
America’s tomorrow together. The story America 
tells itself about where it’s been and where it’s 
heading needs to change. A new narrative must 
take hold about why inclusion matters for the 
U.S. economy as well as for our democracy and 
our moral constitution. Equity and diversity need 
to be seen as essential to economic prosperity. 
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America is changing. Its demography is shifting. 
Its economy is uncertain. Its political sphere is 
tainted, and seems to lack the common purpose 
that has helped it overcome past hurdles. But this 
crisis presents an opportunity, and the nation now 
has a tremendous opportunity to build the equity-
driven growth model needed to secure the future. 

Critics may ask: How can you pay attention to 
differences by race or income when the whole 
economic ship is sinking? The reality is that 
America is partly in this economic morass because 
it didn’t pay enough attention to equity: Racial 
inequality and income inequality are actually the 
leaks causing the ship to sink. Racial and economic 
inclusion are also a key part of the solution.

Honest debates about how to move ahead will 
be critical; no one group has all the problems 
and no one leader has all the solutions. But what 
is clear is that the task of job creation and full 
employment—for all—requires the nation’s full 
attention. Leaders from the public, private, and 
community sectors—as well as Americans at large—

need to move past a boxed-in, zero-sum view of 
the world. Everyone must begin looking for the 
“sweet spot” where communities and the nation 
get the most economic bang for the equity buck.

The United States of America has never been a 
perfect union. The founders fought for independence 
from England and codified slavery in the U.S. 
Constitution. This country began as a nation of 
immigrants and then passed legislation restricting 
new entrants.  It built a middle class that was the 
envy of all the world and then let it wither and shrink. 
America is not a perfect country, but it is a perfecting 
country. It can do better—much better—and it must. 

As the country nears its status as a people-of-color 
majority nation, all must act—now—to prepare 
for the future. Without targeted, meaningful 
investments in public schools, higher education, 
workforce development, and job creation—as well 
as in the infrastructure and public transportation 
that make access to each possible—everyone 
will be left behind. Equity is the superior growth 
model. It is the path to prosperity—for all. 

Conclusion
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Unless otherwise noted, all of the data analyses presented 
are the product of a collaborative effort by the authors 
and various staff members at PolicyLink and the USC 
Program for Environmental and Regional Equity (PERE), 
and cover the entire United States (excluding Puerto Rico). 
In the interest of brevity and flow, we have limited our 
description of various analyses in the main text and instead 
include them here for more technically inclined readers.

Below are a few general notes on race/ethnicity. 
Unless otherwise noted:

•	 “White” and “non-Hispanic White” are used 
interchangeably and refer to all people who identify 
racially as white and do not identify as being of Hispanic 
origin.

•	 “Latino” refers to all persons who identify as being of 
Hispanic origin, regardless of how the respondent might 
identify racially (in the most recent Census, 53 percent 
of Latinos listed white, 43 percent listed other race or 
multiracial, and the remainder self-identified as black, 
Native American, Asian or Pacific Islander).

•	 “Black” and “African American” are used 
interchangeably to refer to all people who identified as 
“Black or African American” in the Census and other 
data sources, exclusive of Latinos.

•	 “Asian” and “Asian/Pacific Islander” references 
individuals indicating these racial identifications, 
exclusive of Latinos.

•	 “Other” or “all Other” refers to all persons who are 
not included among the other groups shown in any 
particular comparison (i.e., the remainder population), 
and includes non-Latinos who identify racially as being 
Native American or Alaska Native, some other race 
alone, or multiracial.

•	 “People of color” describes the sum of all  
race/ethnic groups that are not white.

Mapping the Level, Pace, and Diversity 
of Demographic Change
The term “demographic change” can refer to many 
different sorts of shifts in the population. Our mapping 
of demographic change across large U.S. metropolitan 

areas (e.g., metros or metro areas) specifically focuses on 
changes in the racial/ethnic composition of the population. 
The map on page 19 characterizes demographic change 
in major metropolitan areas in the United States based 
on three components of change: (1) level, (2) pace, and 
(3) diversity. The final classification of metro areas, along 
with selected measures of change, appears in Table 3. 

We use the December 2003 metro area definitions published 
by the U.S. Office of Management and Budget (OMB)—
the government entity responsible for publishing and 
updating such statistical areas—as our geographic unit of 
analysis. We chose this definition because 2003 was the 
first year a major revision to metro-area classifications was 
implemented: Core Based Statistical Areas (CBSAs) and 
their constituent metropolitan and micropolitan statistical 
areas (as well as metropolitan divisions) replaced the former 
Metropolitan Statistical Areas (MSAs) and Consolidated 
Metropolitan Statistical Areas (CMSAs), with the latter a 
grouping of two or more Primary Metropolitan Statistical 
Areas (PMSAs). More generally, we chose metropolitan 
areas because they are the broad scale at which people, 
jobs, infrastructure, and culture naturally cluster—and 
increasingly so as patterns of urbanization continue forth. 

While other regional typologies have focused on the top 100 
metro areas (for example, the Jobs and Housing Typology 
from The Urban Institute’s MetroTrends and the Brookings 
Institution’s metropolitan area typology), we sought to 
include more metros. Using recent information from the 
2010 Census Redistricting File, we found a “natural break” 
in the data after the 187th largest metro area, where the 
population falls from 243,231 in Yakima, WA, to 234,906 in 
the Waco, TX, metro. The largest 187 metro areas accounted 
for about 75 percent of the total U.S. population in 2010. 

We categorized the 187 metros according to the three 
measures of demographic change mentioned above. We 
began with the “level” of demographic change, which refers 
to the percentage people of color in 2010. Demographic 
change is a gradual process, and the best indicator of which 
regions have experienced similar demographic change 
in terms of the nationwide shift is simply the percentage 
people of color in 2010. While the nation as a whole is 
expected to be majority-minority by 2042 (although the date 
seems to be moving closer with each population update), 
a handful of states have already reached majority-minority 
status. In 2000, that included California, Hawaii, and New 

Technical Appendix
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Mexico; in 2010 Texas was added to the list (the District of 
Columbia and Puerto Rico are also majority-minority but 
are not on the list because they are not technically states). 
Yet as the nation becomes majority-minority, there will 
still be states that are majority non-Hispanic white and 
may remain so indefinitely. Thus, the level of demographic 
change is indicative of where a metro area is along the 
white/people-of-color spectrum, and may indicate which 
regions identify more with national attention around 
demographic change in the United States overall.

The percentage people of color across the top 187 metros 
ranges from 5.0 percent in Kingsport-Bristol-Bristol, TN-
VA to 96.7 percent in Laredo, TX. We first grouped metros 
into three categories, with breaks determined using Jenks 
Natural Breaks—a commonly used formula in Geographic 
Information Systems (GIS) mapping—to find natural breaks in 
data. This process returned values of 27.88 and 49.97 percent 
as points to divide the metros into three groups, which we 
then rounded off to 30 and 50 to create three groups of 
metros: Larger Majority White (<30 percent people of color), 
Smaller Majority White (30 to 50 percent people of color), 
and Majority People of Color (> 50 percent people of color). 

We further classified each of the three groups of metros by 
the “pace” and “diversity” of change that occurred between 
2000 and 2010. The pace of change is the difference in the 
percentage people of color between 2000 and 2010. A high 
value is indicative of rapid change over the past 10 years, 
while a low value means slow change. It is notable that all 
of the top 187 metro areas in 2010 had increases in the 
percentage people of color over the past decade. Across 
the 187 metro areas, the pace of change ranges from a 1 
percentage point increase in Charleston-North Charleston, SC, 
to a 12 percentage point increase in Las Vegas-Paradise, NV.

We measure pace of change in this way—rather than 
population growth for people of color—because it captures 
the extent to which the relative presence of people of 
color has become more pronounced in recent years rather 
than an increase in absolute numbers. Table 1 illustrates 
this more clearly, comparing the Stockton, CA, and Cedar 
Rapids, IA, metro areas between 2000 and 2010. While 
the number of people of color has grown more rapidly in 
Cedar Rapids, given that its share of the total population 
increased by only three percentage points (from 6.1 percent 
to 9.4 percent) over the decade, this seemingly rapid 
numerical demographic change may not be very noticeable 
to the average resident. On the other hand, despite lower 
numerical growth, the 11.5 percentage point increase 
for people of color in Stockton over the past decade may 
draw more attention. Of course, while many of these finer 
points of demographic change (e.g., the extent to which 
change is noticed and acknowledged) also depends on 

other factors (e.g., patterns of residential segregation), in 
the interest of keeping to a parsimonious classification, 
we found the difference in the percentage people of 
color to be well-suited to capture the pace of change.

Table 1: Comparison of Absolute 
and Relative Change

Stockton, CA Cedar Rapids, IA

Total population, 2000 563,598 237,230

Total population, 2010 685,306 257,940

Growth, 2000-2010 21.6% 8.7%

People of color, 2000 296,596 14,473

People of color, 2010 439,387 24,245

Growth, 2000-2010 48.1% 67.5%

% People of color, 2000 52.6% 6.1%

% People of color, 2010 64.1% 9.4%

Difference, 2000-2010 11.5% 3.3%

Settling on a metric to describe the diversity of change 
was more challenging. We sought to understand how the 
composition of different racial/ethnic groups shifted among 
all people of color. Essentially, we sought to quantify the 
extent to which people of color as a whole became more or 
less diverse in each metro area between 2000 and 2010. 
While it might be more illustrative to describe how each 
racial/ethnic group (among people of color) increased or 
declined over the period, it would be too much information to 
effectively present in a single map. Instead we quantify and 
summarize those shifts by looking at the change in an index 
of the level of diversity among people of color. Given some 
number of mutually exclusive and exhaustive groups of color, 
the index has the highest value when people of color are 
evenly distributed across groups and the lowest value when 
all people of color fall in a single race/ethnic group. Under 
this framework, a region in which people of color were mostly 
black in 2000 that saw a large increase in Latinos by 2010 
would be classified as having experienced diverse change, 
whereas a region in which people of color were mostly Latino 
in 2000 that saw a similarly large increase in Latinos would 
be classified as having not experienced diverse change. 

After experimenting with other derivations of the concept 
of diverse change, including an index capturing the extent 
to which the net increase in people of color was diverse 
(ignoring the base year composition), and one based on 
the sum of the absolute differences between each racial/
ethnic group’s share (among people of color) in base year 
and its share of the net increase in people of color (ignoring 
the size of the increase), these both had properties that 
were not consistent with what we were trying to capture. 
This is because the size of the increase and the particular 
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racial/ethnic composition of people of color in the base year 
matter in terms of how demographic change is perceived in 
a metro area. On the size issue, if people of color increase 
by only 0.1 percentage point, then even if those driving the 
increase are extremely diverse, the diversity of that change 
would likely go unnoticed. To understand the importance 
of base-year composition, consider region A in which 
people of color are 50 percent black and 50 percent Other 
in 2000 and region B in which they are 50 percent Asian/
Pacific Islander and 50 percent Latino. If both regions saw 
a substantial net increase in people of color by 2010 that 
was 50 percent Asian/Pacific Islander and 50 percent Latino, 
then despite the diversity of the net increase itself being 
exactly the same in both regions, it would appear far more 
diverse in region A—and for good reason: The demographic 
change would result in an increase in the diversity of people 
of color as a whole in region A but no increase in region B. 

Thus, the difference in an index of diversity of people of 
color between 2000 and 2010 seemed to be the best 
choice to measure the diversity of change because it both 
captures the magnitude of the shift (i.e., larger shifts in the 
racial/ethnic composition of people of color mean more 
diverse change) and takes the base-year composition into 
consideration (i.e., it is figured as an increase or decrease 
in diversity relative to the base year). While there are many 
different indices that measure diversity within a metro area, 
we used a common index known simply as the “diversity” or 
“entropy” score. The entropy score is calculated as follows:

Where E is the entropy score for a metro area given n 
different racial/ethnic groups and P is the proportion of the 
total population made up of each group i (note: in cases 
where one of the four racial/ethnic groups had a population 
of zero, the log term on the right-hand side of the entropy 
equation was set to zero, such that no positive contribution 
is made to the regional diversity score by that group). 
A higher score indicates a more diverse metro area. The 
minimum score is zero (when all people fall into one group) 
and the maximum score depends on the number of groups 
considered. With four groups (as we enter), it is 1.386, and 
occurs if there is a perfectly even distribution of people across 
groups (with 25 percent in each group). We calculated the 
entropy score for people of color in 2000 and 2010, using 
the following four groups: black, Latino, Asian/Pacific Islander, 
and Other. We then took the difference in the entropy score 
for people of color between 2000 and 2010 (E2010  - E2000) 
and used the result as our measure of the diversity of change. 

With our measures of pace and diversity of change in place, 
the final step was to categorize the metro areas within 
each of the three aforementioned groups defined by the 
percentage people of color in 2010 (i.e., Larger Majority 
White, Smaller Majority White, and Majority People of 
Color) by pace and diversity. This was done by examining a 
scatterplot for each group of the two variables of interest, 
and grouping metros according to where they fell in the 
plot (e.g., low pace/low diversity, low pace/high diversity, 
high pace/low diversity, high pace/high diversity). 

For each group of metros, we initially took a simple approach 
and drew two dividing lines—one for pace and one for 
diversity—that categorized metros as either “low” or 
“high” along each dimension. For pace, we drew the line 
at the average across all 187 metros (a 5.2 percentage 
point increase) while for diversity, we drew the line at the 
average for only the metros included in that particular 
group in terms of the percentage people of color in 2010 
(see Table 2 for all average values; boldface values were 
used to draw dividing lines). We did this because there 
was considerably less variation in the measure of pace 
and more variation in diversity across the three groups of 
metros. On average, larger majority white metros saw a 
slower increase in the percentage people of color over the 
decade compared to majority people of color metros, but for 
each group, the overall average of a 5.2 percentage point 
increase cut the metro areas roughly in half. For diversity, the 
majority white metros (both smaller and larger) had higher 
average values than the majority people of color metros. In 
fact, among majority people of color metros, the average 
change in the entropy score was negative, indicating that 
demographic change over the decade has tended to decrease 
the level of diversity among people of color as a group.

Pace Diversity

Larger Majority White 

(<30% people of color) 0.043 0.053

Smaller Majority White 

(30% to 50% people of color) 0.058 0.079

Majority People of Color 

(> 50% people of color) 0.069 -0.022

Total 0.052 0.048

Table 2: Mean Values of Pace and Diversity

The three scatterplots that were used to categorize metros 
by pace and diversity are shown below. Metro areas are 
plotted according to their values for pace and diversity, 
and the dashed lines are drawn at the values of pace and 
diversity that were used (at least initially) to characterize 



31

 PolicyLink    //    PERE    

Equity is the Superior Growth Model

metros as having experienced either “fast” or “slow” and 
“diverse” or “not diverse” change between 2000 and 
2010. Note that in each plot, there are four quadrants, or 
unique combinations of pace and diversity that are created 
by the dashed lines. In the following, they are referred 
to as quadrants I through IV moving counter-clockwise 
from the upper right quadrant. Metros in quadrant I are 
characterized by fast and diverse change, quadrant II by slow 
and diverse change, quadrant III by slow and not diverse 
change, and quadrant IV by fast and not diverse change. 

Larger Majority White Metros
(<30% people of color)

Smaller Majority White Metros
(30-50% people of color)

Majority People of Color Metros
(>50% people of color)

A couple observations can be made by examining the plots. 
First, there is generally a negative relationship between pace 
and diversity; that is, a faster increase in the people of color 
share is associated with a decline (or slower increase) in 
the diversity of people of color. Closer examination of these 
metros indicates that this negative relationship is largely 
driven by increases in the Latino population—a racial/ethnic 
group that is both among the largest of the four groups 
of people of color examined and tends to be the fastest 
growing (on average), resulting in rapid increases in the 
percentage people of color but declining diversity among 
that group. Second (and related), is that metro areas are not 
evenly distributed across the four quadrants. For example, 
larger majority white metros are fairly evenly distributed 
across quadrants II through IV, but only three metros fall 
in the fast and diverse change category (quadrant I)—and 
even they are not squarely in quadrant I but rather close to 
the dividing lines. Similarly, among smaller majority white 
metros, there are a good number in quadrants I, II, and 
IV, but hardly any in quadrant III—again, falling near the 
dividing lines. Among majority people of color metros, the 
vast majority fall in quadrants II and IV, but for this group 
it appears that there is more natural “clustering” that is 
not well captured by the four quadrants. The indication 
that perhaps the quadrant approach is not best for this 
group as it would result in more heterogeneity within 
the defined categories than is the case for the first two 
groups of metros (hence the circles drawn around the 
three clusters of metros, which are explained below). 

Based on these observations, we made several adjustments 
to the initial quadrant categorization, mostly reassigning 
metros in the sparsely population quadrants to the nearest 
more populated quadrant. For the larger majority white 
metros, we reassigned Indianapolis, IN, and Hagerstown-
Martinsburg, MD-WV to quadrant II, and Ocala, FL to 
quadrant IV. For smaller majority white metros we reassigned 
Killeen-Temple-Fort Hood, TX, Lubbock, TX, Denver-Aurora, 
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CO, and Chicago-Naperville-Joliet, IL-IN-WI, to quadrant 
IV, and, because it was substantially closer to its neighbors 
in quadrant II than its peers in quadrant I, we reassigned 
Montgomery, AL, to quadrant II. Finally, among majority 
people of color metros, we disregarded the quadrants 
altogether and employed a standard cluster analysis approach 
to arrive at the three groups of metros captured by the 
circles shown in that scatterplot. A cluster analysis groups 
observation into a predetermined number of categories 
(in this case, three) based on a given set of characteristics 
(in this case, pace and diversity), and groups observations 
such that the within-group variance of characteristics is 
minimized and between-group variance is maximized. In 
this case, the grouping was fairly obvious as a preliminary 
grouping done by simple visual inspection agreed perfectly 
with the results produced using statistical software (SPSS).

Adjustments Made to  
Demographic Projections
Three figures in the document present population projections 
by race/ethnicity: the graph on changing U.S. demographics 
(page 13) and the maps on pages 15 and 16 showing 
the percentage people of color in 2040 by county and the 
share of population growth attributable to people of color 
by county. The graph on changing U.S. demographics on 
page 13 is based on projections made by the U.S. Census 
Bureau (the 2008 National Population Projections). The 
Census Bureau projections are based on the results of the 
2000 Census and include projected numbers of people 
by age, race, and Hispanic origin in the United States for 
each year from 2000 through 2050. The two maps are 
based on projections made by Woods & Poole Economics, 
Inc. The Woods & Poole projections include numbers of 
people by race and Hispanic origin at the county level 
from 2010 through 2040 in five-year increments, and 
are based on annual data from the Census Bureau’s 
population estimates program from 2000 through 2009.

These projections were the most current at the time of 
writing this document, but due to the recent release of 
the 2010 Census and the fact that census data are the 
primary input for all such projections, they are likely to be 
updated in the near future. To factor the new census results 
into the projections, we made some simple adjustments. 

All adjustments were made by comparing the percentage 
of the total population composed of each racial/ethnic 
group in the projected data for 2010 to the actual 
percentage reported by the 2010 Census. We subtracted 
the projected percentage from the actual percentage for 
each group to derive an adjustment factor, and carried this 
adjustment factor forward by adding it to the projected 

percentage for each group in each projection year. A 
formula is shown for this adjustment procedure.

Where Pit is the initial projection of the percentage racial/
ethnic group i at time t, Padjit is the adjusted projection 
for racial/ethnic group i at time t, and Pi2010 is the actual 
percentage racial ethnic group i from the 2010 Census. 
For example, the Census Bureau’s projections show the 
U.S. population to be 16.03 percent Latino in 2010, but 
the results of the 2010 Census found the percentage to be 
16.35. The difference of 0.32 percentage points is added 
to the projected percentage Latino in each projection year, 
and a similar procedure is used to adjust the projections 
for each racial/ethnic group. Finally, for the county-level 
Woods & Poole data, the adjusted percentages of the 
population by race/ethnicity were multiplied by the 
projected total population (unadjusted) in each projection 
year to get adjusted estimates of the number of people 
by race/ethnicity, which were used to calculate the share 
of population growth attributable to people of color.

While there are several other approaches we could have 
taken to adjust the projections (e.g., adjusting based on 
the difference between projected numbers of people by 
race/ethnicity rather than percentages) we decided on this 
approach for two main reasons. First, because the sum of 
the adjustment factors across racial/ethnic groups must be 
equal to one, it ensures that the adjusted projections will 
add up to 100 percent in each projection year, side-stepping 
the need for iterative proportional fitting to make the 
numbers add up. Second, we wanted to be conservative in 
our adjustments. The 2010 Census results showed a faster 
decline in the non-Hispanic white population nationwide 
than was projected, by about one percentage point. Given 
that the projections were based on 2000 data, it would not 
be entirely unreasonable to expect that by 2020 the error in 
the projections would be closer to two percentage points. 
Thus by fixing the adjustment factor at the percentage 
point difference found for 2010, we are attempting to 
be conservative by not exaggerating the finding of more 
rapid demographic change than was expected in 2010. 

To map the share of the population growth 
attributable to people of color between 2010 
and 2040, we used the following formula:
 
(people of color 2040 – people of color 2010) 
(total population 2040 – total population 2010)

We colored counties that are projected to experience a 
population decline in both non-Hispanic whites and people 
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of color in red to distinguish them from counties that are 
projected to see growth in either group. We then classified 
the remaining counties (those projected to see an increase 
in either the white or people-of-color population) in various 
shades of green according to the share of growth attributable 
to people of color. Thus, it is possible for a county that is 
projected to see an overall population decline to be colored 
green. In such cases, there is a numerical increase projected 
for people of color (whites), but it is smaller than the 
projected decline in whites (people of color), and all of the 
population growth is attributed to people of color (whites). 
Overall, about 23 percent of counties are projected to see an 
overall population decline, but only 3 percent are projected 
to see a decline in people of color while a full 48 percent 
are projected to see a decline in whites. Thus, the maximum 
percentage of population growth attributable to either group 
is 100 and the minimum is zero. This same approach was 
used to calculate the share of population growth attributable 
to people of color between 2000 and 2010 by metro 
area, shown in Table 3, and in that case “NA” indicates a 
decline in both people of color and non-Hispanic whites. 
 

Analysis of Middle-Class Decline
The text refers to a decline in the share of households falling 
in the middle class for the past several decades (page 8). To 
analyze middle-class decline, we began with the household 
income distribution in 1967 and identified the middle 40 
percent of households as “middle class”—households with 
income between the boundaries of $22,167 and $49,311 
(in 1999 dollars). We then increased these boundaries over 
time at the same rate as real average household income 
growth, and identified the share of households falling in 
between the adjusted boundaries for each year as the size 
of the middle class. Thus, we are examining the share of 
households enjoying the same relative standard of living 
as the middle 40 percent of households in 1967. According 
to this characterization, by 2009 middle-class households 
had incomes between $29,465 and $65,548 (in 1999 
dollars), and the share of all households falling in this range 
dropped to 34 percent from 40 percent over the period.
 

Job Growth by Wage Level
In order to depict job growth by wage level (page 9), we 
used annual data from the Quarterly Census of Employment 
and Wages (QCEW) from the U.S. Bureau of Labor Statistics 
(BLS), covering the years 1990 through 2010. The QCEW 
provides information on employment levels and average 
earnings for detailed industry subsectors. Using subsector 
wages, we essentially classified all subsectors into three 
groups by average annual wage (high, medium, and low) 
in the base year (1990), and then tracked aggregate 
changes in employment and wages for each of the groups 

over time. Specifically, we examined the distribution of 
industry subsector employment (defined at the most 
detailed, 6-digit NAICS, level) by average annual wage in 
1990, and identified two natural breaks in the distribution. 
Such breaks were found at $31,000 and $62,000 per 
year (in 2010 dollars), dividing the industry subsectors 
into three groups. Each subsector was kept in the same 
wage group to which it was assigned 1990, allowing for 
an analysis of job and wage growth over time. We should 
note that new NAICS categories were developed in 2007 
to account for growth in information technology and 
administration and, because our classification is based on 
NAICS subsectors that existed in 1990, these industries 
(which accounted for less than one percent of employment 
in 2007 through 2010) were excluded from the analysis.

Racial Generation Gap  
and Public School Spending
On page 14 we make reference to a correlation found at 
the state level between what we refer to as the “racial 
generation gap” and public school spending per student, 
in which a larger generation gap is associated with lower 
spending. We would stress that in this case (as in any other), 
correlation does not mean causation and there are many 
factors that could explain the relationship found. Perhaps 
the most simplistic among them (and one that was easy 
enough to test!) is the basic variation in income levels by 
state, with the rationale being that richer/higher cost states 
may tend to spend more per student on public education 
(and, coincidentally, might also have lower generation gaps). 
To see whether this appeared to be the case, we examined 
the same relationship but adjusted (divided) spending per 
student by state-level per capita income. To our surprise, the 
negative relationship between the generation gap and public 
school spending became even more pronounced, yielding a 
Pearson’s r value (a measure of the strength of a statistical 
correlation) of 0.40 as compared to 0.16 for the unadjusted 
relationship. The indication is that differences in income 
exacerbate rather than explain the relatively lower average 
public schools investments in states with higher generation 
gaps, and while the correlation is not very strong and 
causation unclear, the relationship found remains unsettling.
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Table 3: Selected Characteristics of Demographic Change for the Top 187 Metro Areas
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Table 3 continued
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Table 3 continued
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