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Economic Inequality and Public Policy:

The Power of Place

Todd Swanstrom*
St. Louis University

Peter Dreier
Occidental College

John Mollenkopf
Graduate Center, CUNY

In recent decades two broad trends in American society have been well-documented:
rising income incquality and rising segregition of economic classes across space in
metropolitan areas. The thesis of this article is that rising economic segregation is
both a cause of rising economic inequality and amplifies its effects in ways that
do not showup in the income statistics. The article synthesizes the evidence on the
contextual effects of economie segregation in three arcas: 1) jobs and income; 2) public
services; and 3) retail services. Economic segregation does not only undermine equal
opportunity, it also damages American democracy. Although more research is needed
on the effeets of economic segregation, the evidence is more than sufficient to call
for public action.

Growing class segregation in America’s metropolitan areas has had an enormous effect on
the daily lives of urban residents, on the nation’s efforts to address its urban problems,
and on the condition of our democracy. William Julius Wilson's seminal book The Trudy
Disadvantaged (1987) catalyzed a lively scholarly debate on the causes and conscquences
of concentrated urban poverty. This literature, now grown to considerable proportions,
sheds light on how living in a high poverty neighborhiood has negative impacts on human
development and family life over and above those of simply being poor. At the same
time, its focus on ghetto poverty suffers from a kind of tunnel vision. By cxamining just
one extreme, concentrated poverty neighborhoods, researchers working in this vein have
failed to appreciate the broader dynamic of how economic classes are distributed across
metropolitan space—and why that dynamic undermines efforts to address the needs of
those in poverty and near poverty. I is this broader metropolitan dynamic and its effects
that we explore here,!

Few would dispute that economic inequality has widened greatly in the United States
since the 1970s. The Census Bureau reports that between 1980 and 1998, the share of all
income going to the lowest fifth of family earners declined from 4.3 to 3.0 percent, while
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the percent going to the top fifth increased from 43.7 to 49.2 percent (Jones and Weinberg,
2000).2 A scholarly cottage industry has risen to explain this phenomenon (Levy and
Murnane, 1992; Galbraith, 1998; Ryscavage, 1998; Welch, 2001; Mishel, Rernstein, and
Schmitt, 2001). It has identified five broad, interrelated factors explaining rising economic
inequality: (1) the shift from manufacturing toservices, which replaces well-paid industrial
jobs with less-well-paid service jobs; (2) technological changes that increase the demand
for (and the wages of) highly skilled and educated workers at the expense of unskilled and
less educated workers; (3) globalization of the economy, which forces American workers to
compete with workers around the world, driving down American wages; (4) immigration,
which drives down wages among less skilled workers; and (5) decline of unionization, which
reduces the bargaining power of workers to raise wages. With a few exceptions, however,
these explanations ignore the role of space or geography in widening incquality.?

Our thesis is stimple: the sorting of economic classes across space in American metropolitan
areas both promotes rising cconomic inegualily and amplifies ils effects in ways that do not show
up in the income statistics. We are not arguing that spatial relations are more important than
the five explanations noted above. Rather, we argue that spatial relations are an important
additional cause of rising inequality, and one that the literature largely overlooks.

Our core argument is that neighborhood and community context have important
impacts on life chances over and above individual characteristics and family background.
Even when we factor in individual and faumily characteristics such as gender, race, and
family income, we discover that one's aceess to decent jobs, health care, and good quality
food, one's exposure to environmental hazards, and one's opportunities to participate in
voluntary groups, or even vote, is partly determined by the kind of place where one lives.
These places do not just passively reflect our income (und tastes), as market theory would
suggest, but actively shape our ability to carn income in the first place. In short, place

matters.

Understanding the power of place not only helps explain incomne statistics, but also
enables us to interpret what role they actually play in people’s lives. We draw on the
work of Nobel-Prize-winning economist Amartya Sen, who argues that inequality must
be understood in broader terms than income or wealth. Drawing on the Aristotelian ideal of
the good life, Sen argues that focusing only on income or wealth confuses the means to the
good life with the good life itself. He challenges rescarchers to measure inequality in terms
of what he calls human “functionings and capabilities.” “[R]elevant functionings can vary
from such elementary things as heing adequately nourished, being in good health, avoiding
escapable morbidity, and premature mortality, ete., to more complex achivvements such as
being happy, having self-respect, taking part in the life of the community, and so on” (Sen,
1992, p. 39). By capabilities, Sen means our ability to choose what activities to undertake.
No matter what our functionings, a life that has more significant choices is a better life.

Sen argues that the ability of people to convert income and wealth into meaningful
choices about life varies by age, race, gender, and health. A person with kidney discase
cannot enjoy the same quality of life as a healthy person because of the large monetary
and emotional costs of dialysis. Scholars must take such contextual factors into account
when evaluating economic inequality. We think place of residence should be added to Sen's
list of contextual factors. Without an analysis of spatial context, or place, no evaluation
of cconomic inequality can be complete.

The literature on the contextual effects of place is large and growing. It secks to
measure the fmpact of cconomic segregation on the ability of people to meet basic

350

FCONOMIC INEQUALITY AND PUBLIC POLICY

needs and its consequences for the larger society. Most quantitative studies of the con-
textual effects of cconomic segregation involve regression analysis of individual-level
data in the context of the characteristics of the census tracts in which people reside,
One major difficulty with this approach is that controlling for individual characteris-
tics that are systematically related to context, such as income and education, tends
to wash oul the sirength of contextual effects. Another difficalty is that we typi-
cally lack measures of important aspects of the context. Nonetheless, urban ethnogra-
phies and journalistic accounts—such as Manchild in the Promised Land, Tally’s Cor-
ner, Norman Strect, There Are No Children Here, Amazing Grace, The Code of the Street,
and American Project—vividly document the costs of growing up in severely disad-
vantaged urban neighborhoods. At the same time, quantitative studies have shown
significant negative neighborhood effects stemming from coneentrated poverty—and
significant positive neighborhood effects stemming from concentrated affluence. Although
neither approach will necessarily persuade skeptics, we believe the evidence shows that
life chances are significantly linked to place.

We synthesize literature in three areas here
and consumer goods and services, Space limits prevent us from looking at other imporian
topics, such as access to health care services, the quality of the physical environment
{including exposure to unhealthy pollution), and the consequences of living in a high-crime
area. We seek (o lay out what we know with certainty, as well as arcas where scholarly
controversies persist and further research is needed. Notwithstanding the significant gaps
in our knowledge and opportunities for further research on contextual effects, we conclude
that the evidence is more than sufficient to make a compelling case for policy interventions
to adidress the problem of rising economic segregation.

jobs and income, government services,

THE FACTS OF ECONOMIC SEGREGATION

Measurements of economic segregation rely almost completely on the decennial censuses.
The census is the only nationwide data source on where people live and work, broken down
by small geographical units, such as census tracts, As we write, data from the 2000 census
on income, carnings, and journeys to work is about to be released. A definitive account of
the current distribution of economic classes across space must await the analysis of that
data. Older census data points solidly to the conclusion that no matter what scale one
examines (regions of the United States, citics versus suburbs, among suburbs, or across
urban neighborhoods), cconomic segregation began to increase in the 1970s.% Although we
do not examine this evidence here, a few observations will help to set the context for our
subsequent discussion of the effects of economic segregation.

The concept of cconomic segregation has a nmber of different dimensions, Tt does not
just mean that the poor live isolated from the rest of society, but that the well off and other
income strata also live separately from other economic groups in society (Massey, 1990,
Coulton et al., 1996; Abramson, Tobin, and Vandergoot, 1995). Moreover, the different
economic strata do not just live in different neighborhoods, but in separate local political
jurisdictions, particularly municipalities and school districts. Because these local jurisdic-
tions fund and provide many important public services in the United States, economic
segregation widens disparities both in the cost to taxpayers and the quality of public
services. Also, competition among local governments for tax base distorts metropolitan

351



CITY & COMMUNITY

development, leading to geographical mismatehes between where people live and where
they work and shop that further exacerbate economic inequalities.

‘The timing and streng(h of changes in economic segregation in the United States cach
support our contention that it is an important component of growing overall inequality.
Economic segregation between neighborhoods declined between 1950 and 1970 (Simkus,
1978). Throughout most of the 20th century, the cconomic fortunes of regions in the
United States converged (Browne, [989; Nissan and Carter, 1993; Fan and Casetti, 1994).
But in the 1970s both trends reversed, at about the same time that wage rates and family
incomes also began to diverge. 11 is also suggestive that the United States not only has the
largest amount of incomc incquality compared to other developed countries (Gottschalk
and Smeeding, 1995; Mishel, Bernstein, and Schmitt, 2001, p. 374), but that it also has the
most spatial inequality, to the extent discernable by comparable data (Dreier, Mollenkopd,

and Swanstrom, 2001, pp. 53-55).

JOBS AND INCOME

F.eonomic segregation affects both people's ability to get ajob and their overall level of in-
come. Living in a concentrated poverty neighborhood undermines workforee participation
primarily in two ways: (1) by accentuating the physical distance between place of residence
and jobs and (2) by limiting access to networks that link people into job opportunitics. (In
the next section, we will examine how place of residence also affects economic suceess by
shaping the ability of individuals to acquire various kinds of skills through locally funded
public schools.)

In 1908, Harvard cconomist John Kain wrote @ seminal article about what came to
be known as the "spatial misimateh” problem. Using simple statistical techniques, Kain
argucd that Chicago’s blacks lost 22,000-24,000 jobs because racial diserimination pre-
vented them from following jobs as they migrated out to the suburbs (Kain, 1968). Most
rescarch on the spatial mismatch issue has focused on race, but cconomic segregation also
produces spatial mismatches. Rescarch by John Kasarda and others shows that urban
ceonomie restructuring has perverse consequences, with jobs and the workers who could
qualify for them moving in opposite directions (Kasarda, 1983, 1985, 1989, 1995; Lang,
2000). Entry-level jobs such as manufacturing, retail, and data entry are leaving central
cities and moving to the urban periphery, where rental housing is often in short supply.

At the samie time, advanced corporate services jobs, such as in law ind accounting, have
increased in central business districts. A study of 101 metropolitan areas found that an-
nual pay averaged 10.5 percent higher in the central city than for the same jobs located
in the suburbs (U.S. Department of Housing and Urban Development, 2000, p. 2), cven
though the incomes of central city residents lag well behind those of suburban residents
(Dreier, Mollenkopd, and Swanstrom, 2001, p. 40). Indeed, the neighborhoods surrounding
central business districts (CBI)s) of major American citics are often the poorest in the
region, with few residents possessing the qualifications for nearby professional jobs. For
young urban professionals, many of whom may have grown up in the suburbs, gentrifi-
cation of historic neighborhoods around downtowns, which appears to have undergone
a resurgence in the 1990s, provides one way to address the mismatch between jobs and
housing (Wyly and Hammel, 1999). This has not been matched with the same kind of new
housing opportunities in the suburbs for low-skilled urban workers, however,
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To demonstrate a spatial mismatch, one must show not only that people are geographi-
cally separated from jobs, but also that this separation impedes success in the labor market,
The best way to test for aspatial mismatch would be (o conduct an experiment by compar-
ing outcomes between a control group that stays in central city high-poverty arcas distant
from job centers and an experimental group, alike in all respects, who move to areas closer
10 jobs in middle-income suburbs. In a free society, such public policy experiments are
almost impossible to perform,

Fortunately, a “natural experiment” of this type ensued alter a 1976 U.S. Supreme
Court decision in the case of Hills v Gautreanx. Public housing residents sued the Chicago
Housing Authority and the U.S. Department of Housing and Urban Deveclopment for
deliberately locating public housing only in poor minority neighborhoods (Rosenbaum,
1995; Dreier and Moberg, 1996; Rubinowitz and Rosenbaum, 2000). The Court ordered
the Housing Authority to give public housing tenants housing vouchers so that they
could move to middle-class white neighborhoods throughout the Chicago metropolitan
area. When the program ended in 1998, more than 7,000 low-income familics {mostly
blacks) had participated, with more than half moving to middle-income white suburbs
and the rest moving Lo low-income, mostly black neighborhoods in Chicago. Although
not perfect, Gautreaus represents the closest thing we have to an experimental test of the
contextual effects of place.® Analysis of this experience shows that adults who moved to
the suburbs had higher rates of employment, though not higher wages or better working
hours, compared to those who remained behind in segregated low-income conununitios.
Thedifferences for the suburban children were more dramatic. They were “more likely to be
in school, in college-track classes, in four-year colleges, employed, and in jobs with benefits
and better pay” (Rubinowitz and Rosenbaum, 2000, p. 189). In the 1990s, the federal
government replicated Gautreanx insix cities through the Moving to Opportunity program
and studied the differences in results for participants and comparable nonparticipants. This
study also showed important positive impacts of moving (Goering et al., 1999; Turner,
Popkin, and Cunninglam, 2000).

Lacking the ability to design experiments, most analysts of spatial mismatch rely on
regression analysis. Controlling for a series of individual characteristics, researchers test
for whether location of residence has an independent effect on success in the job market.
In 1999, Keith Thlanfeldt reviewed more than 60 such studies and concluded that the vast
majority support the conclusion that physical distance from job openings has a negative
effect on labor market outcomes (Ihlanfeldt, 1999; see also Ihlanfeldt and Sjoquist, 1998).
This research suggests that spatial mismatches are more of an impediment for youth,
minorities, and women than for other groups. Residential location explains much of the
difference in employment rates between black and white youths. The effects of spatial
mismatches are not just felt by racial minorities who face discrimination in housing and
lending markets; less-cducated whites are also affected (Thlanfeldt, 1999, p. 222)

Finally, rescarch shows that women suffer more from being distant from jobs than men.
Women of all classes are much more likely to turn down jobs because they are too far
from home or from their children’s caregivers (Thompson, 1997; Wachs, 1992; Lawson,
1991). The spatial mismatch is a major stumbling block in moving welfare recipients,
most of whom are women with children, into jobs. Not surprisingly, studics of recent
changes in welfare policy reveal that welfare recipients who live in low-income central city
neighborhoods are least likely to leave welfare and move into the labor foree (Allen and
Kirhy, 2000; Leonard and Kennedy, 2002;. Fisher and Weber, 2002; Pugly, 1998; Katz and
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Allen, 1999). Although approximately threc-fourths of all welfare recipients live in central
cities or rural areas, two-thirds of all new jobs are located in suburbs (Allen and Kirby,
2000). Nationwide, only one in twenty welfare recipients owns a car and mass transit is
notoriously poor at delivering inner city residents to sprawled out suburban jobs. (Taylor
and Ong, 1995; Blumenburg and Ong, 1998; Wachs and Taylor, 1998; Harbaugh and Smith,
1998). To further complicate things, if a welfare recipient purchases a decent car, his or her
benefits may be penalized (New Republic, 2000).

Barbara Ehrenreich conducted a personal experiment to sce if she could survive on the
entry-level wages offered to an inexperienced woman worker. Her one major departure
from this limit on her lifestyle was that she allowed herself a car that she did not have to
pay for out of her wages. This turned out (o be essential Lo her survival. In Key West, the
only affordable housing was a 45-minute drive away from the beaches and tonrist arcas
where the entry-level jobs were available (IZhrenreich, 2001, p. 12). A recent study of 158
metropolitan areas found that moreand better public transit is significantly correlated with
reduced wage inequality, after controlling {for a number of confounding variables (Sanchez,
2002). This provides further evidence that the physical distance between home and work
is an important barrier to labor market success, especially for low-income workers.

Besides physically separating work from home, living in a concentrated poverty neigh-
borhood limits access to the social networks that link individuals to job opportunities.
Grounded in economic sociology, this aspect of the spatial mismatch hypothesis argues
that markets function most effectively when they are “embedded” in social relations
(Granovetter, 1985). According to conventional economics, free markets are driven by
rational utility maximizers unencumbered by attachments to groups ar places. By con-
trast, cconomic sociologists hold that social trust, produced in face-to-face relations,
is necessary to fair exchanges in the marketplace, Conversely, Fukuyama argues that
distrust imposes a tax on market exchanges. In o distrustful society, cconomic actors
must pay experts who negotiate, formalize, and enforce market relations (Fukuyama,
1995).

The role of trust in economic relations has been explored utilizing the concept of social
capital (Coleman, 1990; Putnam with Leonardi and Nanetti, 1993; Putnam, 2000). Early
on, it was shown that social networks are important to career advancement (Granovetter,
1974). More recently, social capital theorists have distinguished between bonding and
bridging social capital.” Bonding social capital reinforces group identities through strong
ties among similar people. Bridging social capital, by contrast, establishes weaker ties
between insiders and different outsiders. Granovetter has observed that when secking
jobs, weak ties to distant acquaintances ire more important than strong ties to immediate
neighbors (Granovetter, 1972). As de Sonza Briggs put it, bonding social capital is good
for “getting by,” but we need bridging social capital to “get ahead” (Briggs, 1998).

Social capital theory predicts that economic segregation will damage the ability of poor
people to succeed economically. Physical proximity increases social interactions (Blau,
1977). If poor people live mainly with other poor people, their social networks will be
confined to people who are disconnected from crucial job networks. Poor people (as well as
youths, the elderly, and those with less education) do rely more on face-to-face networks
that are confined to the neighborhoods where they live (Fischer, 1982; Pastor and Robinson,
1990). L.thnographic research suggests that this bonding social capital can help poor people
cope with poverty (Stack, 1974; Susser, 1982), but it does not generally help them to get
ahead cconomically.
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From the viewpoint of economic sociology, it makes sense for employers to fill job open-
ings by relying on social trust accumulated with present employees, who can guarantee
the trustworthiness of their friends and relatives, In fact, research has shown that more
than half of all jobs are found this way, not through want ads (O'Regan, 1993). One sur-
vey of Chicago firms reported that 40 percent did not advertise their entry-level openings
in newspapers, but relied on word-of-mouth through present employees (Wilson, 1090,
p. 133). Unfortunately, living in a neighborhood with many unemployed people means
that your friends will be less valuable in helping you find a job, no matter how skilled,
honest, or hardworking you may be. Survey research shows that jobless blacks in the inner
city are more socially isolated than other gronps and less likely to have even one employed
friend (Wilson, 19906, p. 03). This may help explain why another study found that blacks
and whites living in Atlunta had very poor knowledge of the spatial distribution of job
openings in the suburbs (Ihlanfeldt, 1997).

In short, research demonstrates a strong connection between living in areas of con-
centrated poverty and lack of economic success. Exactly how much economic segregation
costs workers will vary according to the context. One study based on census data of 11,000
male workers in Los Angeles County concluded that “moving an individual with exactly
the same human capital and demographic characteristics from high-poverty Compton
to the more middle-class city of Glendale would raise wages by fifteen percentage points”
(Pastor etal., 2000, p. 32). Inshort, rising levels of concentrated poverty have exacerbated
incquality by imposing structural barriers to labor market success of the poor,

lZconomic segregation has also made economic inequality more entrenched, with familics
mired in poverty from one generation to the next. The United States has always prided
itsell on having a fluid class structure. Since the 1960s, however, cconomic mobility in the
United States has declined (Mishel, Bernstein, and Schmitt, 2001, pp. 77-79; Bernstein,
1990), One stady found that poor people in the United States had the lowest "escape rate”
out of poverty of the six industrialized countries studied (Oxley, Dang, and Antolin, 1999,
as cited in Mishel, Bernstein, and Schmitt, 2001). Economists have constructed models
showing how economic segregation can lead to persistent economic inequalities across
generations (Durlauf, 1996, 1998; Benabou, 2000). The key link in these maodels is the
perpetuation of educational inequalities generated through the local funding of education
in the United States.

PUBLIC SERVICES

The quality of public services varies widely within metropolitan arcas, due primarily
to the great variation in fiscal capacity across wealthy and poor municipalitics. Though
Amwericans tauke this reality for granted, it has resulted from three highly unusnal facets
of the US, political system. First, metropolitan arcas are highly politically fragmented.
The 315 metropolitan areas in the United States in 1992 had an average of 104 general-
purpose governments, not counting school districts and special authorities (Stephens and
Wikstrom, 2000, p. 19). Metropolitan Chicago had more than 1,400 governmental juris-
dictions, Philadelphia 877, and Houston 790 (Altshuler et al., 1999, p. 23). Second, local
governments must raise most of the revenues to support public services from local sources,
primarily real estate taxes. Higher levels of government, particularly the federal govern-
ment, provide only limited support for local municipalities, mostly state funding for local
public education. Third, local governments have considerable autonomy over land nse
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and zoning. The interaction of these three factors produces a competition among local
jurisdictions to attract high-value real estate investments and shed “expensive” residents,
especially those whose income (and property values) are below the median. LEvery other
major democracy in Europe and Canada provides more central government financing for
local public services and exercises more national control over land use than does the United
States. :

The “beggar-thy-neighbor” competition in the United States is therefore extreme
{Anderson and Wassmer, 2000; Orfield, 2002; Rusk, 1999). Each jurisdiction has a strong
incentive to adopt zoning and development policies that exclude potential low-income,
high-need residents. This system encourages better-off residents to view these people as
“free riders” who do not pay enough taxes for the services they use. It provides a rationale
for discriminatory practices in the rental, sales, and financing of housing. Similarly, each
jurisdiction seeks new land uses that will pay more taxes than the costs of the services they
will require. These practices may be rational from a short-term fiscal viewpoint, but they
tend to defeat long-term, metropolitanwide efficiency and equity (Katz, 2000; Greenstein
and Wiewel, 2000). As the federal and state governments devolve more responsibilitics
to local government, the dynamic of local political fragmentation and competition will
become an even stronger propellant of cconomie segregation and suburban sprawl,

Most city governments are perched on the brink of fiscal distress. In the past decade,
more suburbs—primarily older, inner-ring suburbs populated by working-class residents
and with a limited commercial and industrial tax base—have joined them (Lucy and
Phillips, 2000, 2001; Orficld, 2001; McCarron, 1998). Local governments must be prudent in
not overtaxing local economic activities, and these revenues fluctuate with local economic
conditions. But demand for local services and expenditures tends 1o be inexorable and
difficull to control (as in the case ot the local share of Medicaid expenditures). As a result,
even economically successful citivs face chronie difficulty balancing their budgets.

In 1996, Jocal governments spent $794 billion, or 26 percent of all government spending
in the United States (U.S. Bureau of the Census, 2000, p. 301). They provide and finance
the services that Americans use on a daily basis. As Lineberry noted, they are “vital
to the preservation of life (police, fire, sanitation, public health), liberty (police, courts,
prosecitors), property {zoning, planning, taxing), and public enlightenment (schools, li-
braries)” (Lineberry, 1974, p. 10). Cities cover most of the cost of providing these services
through whitever they can raise from property, sales, and income taxes; fines; fees; and
other sources. I3ecause of the competition among localities in the same metropolitan area,
howévvr, Jocalities are reluctant to raise taxes or fees, fearing an cxodus of businesses,
well-off residents, and shoppers.

In comparing cities’ fiscal capacities, Ladd and Yinger found a significant gap between
their ability to raisc revenue and what it cost them to provide average-quality basic ser-
vices. The typical American city had poor “fiscal health” (Ladd and Yinger, 1989, p. 9).
Although some cities are better managed than others and some sulfer from corruption,
these factors do not explain urban fiscal stress, As Ladd and Yinger explain, “l[a]lthough
the financial difficnlties of these cities may be exacerbated by politics or management
practices.. . . the policy tools available to city officials are weak compared to the impact on
city finances of national economic, social, and fiscal trends”(L.add and Yinger, 1989, p. 292).

Urban fiscal conditions improved as the nation’s economy boomed in the late 1990s.
Urban poverty finally began to decline, residents’ incomes rose, and businesses prospered
(U.S. Department of Housing and Urban Development, 2000). But cities still could not
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f‘uise cenough revenuc to provide everyone with good schools, publicsafety, and rehabilitated
infrastructure, or to compensate their employces at rates that kept up with inflation, much
less to lift the incomes of the poor. Their improved bond ratings masked the deeper reality
that many cities had already tightened their belts and lowered residents’ cxpectatior{s
during the downturns of the mid-1970s, early 1980s, and early 1990s. They closed public
hospitals; reduced library hours; deferred maintenance on aging sewers, playgrounds, and
pnr!{ﬁ; and reduced the numbers of publicemployees, [f many cities were able to live within
their means in the late 19905, it is because they attempted to doless than Uhey had in earlier
years, especially in addressing the needs of the poor. In early 2000, cities and the nation
once more entered a recession, with renewed fiscal difficulty.

The net result of the last several decades is that not (;nly do the well-off live apart
'fmm the poor, but they receive strikingly different public services because the poor live
in places that lack fiscal capacity, while the rich live in places that can fund high-quality
services at relatively low tax rates. In one extreme case, Camden, New Jersey, where almost
half the 85,000 residents live in poverty, the city cannot provide even minimal services
duspite punishingly high tax rates (Hill and Nowack, 2000: Smith, Caris, and Wyly, 2001).
Meanwhile, residents of nearby wealthy suburbs receive much better services while ,paving
lower tax rates. Urban disinvestment left central city per capita incomes lower than those
of suburbanites in almost every metropolitan arca. It also lowered the tax base as the
average level of need among city residents was rising. “To compensate, the city must
inerease tax rates or reduce public spending, further convincing middle-class residents to
leave” (Chernick and Reschovsky, 2000, p. 6).

Most cities are still vital centers of culture, entertainment, and other key services within
their metropolitan areas. Suburbanites and tourists flock to central city ;‘cslauranls, mu-
sy, sports complexes, concert halls, theaters, and convention (:un‘(urs, as well as Lo
hospitals and universitics. But many of these institutions, in particular the nonprofit ones
often do not directly generate tax revenue. One-third of New York City's property is cx-‘
empt from real estate taxes, compared with 13 percent in suburban Nassan Cuunly':md 22
percent in suburban Westchester County (Chernick and Reschovsky, 2000, p. 6). Nor can
municipal governments generally tax the incomes of high-earning suburban individuals
who commute to jobs in central city corporate service firms. Businesses often threaten to
downsize or move from cities that adopt “commuter” taxes; in metropolitan arcas will
multiple local governments, most public officials are reluctant to test whether such busi-
nesses are bluffing,

Cities also have broader service responsibilities than do most suburbs, The federal and
s'tutu governments and courts have mandated that cities provide many services without
simultaneously providing the funds necessary to carry them out (MacManus, 1990: Zim-
merman, 1990; Pagano, 1990; Kelly, 1992; Conlan and Beam, 1992; U.S, General Accounting
Office, 1992; U.S. Advisory Commission on Intergovernmental Relations, 1992). In 1992,
Chicago officials estimated that the city would spend more than $95 million that year for
capital improvements required by federal and state environmental mandates, Atlanta had
to borrow $400 million in thie carly 1990s to comply with federal clean water mandates
(U.S. Conierence of Mayors and Price Waterhouse, 1993),

Many of the new social problems of the 1980s, including homelessness, AIDS, crack
cocaine use, and violent crime, were concentrated in cities, some of which persisted into
the 1990s, exacerbated by the deepening shortage of affordable housing, especially in cities
and older suburbs (Joint Center for Housing Studies, 2002; US. Department of Housing
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ind Urban Development, 2000; Bipartisan Millennial Housing Commission, 2002). Local
;overnments did not create these problems, but they have to deal with them. Moreover,
':ilics are also high-cost environments in which to provide services. Even when cities Sp(‘.n(l
the same dollar amounts on public services as the better-off suburbs, they cannot provide
their residents with the same quality of services. Treating places with different underlying
capacities and needs the same way can reinforce overall patterns of inc(]lfulily.

For example, jurisdictions with many poor and near-poor rcs:idunts .!ypu*;\lly have n‘ldvr,
lower-quality housing. Older buildings require more frequent inspect ions and more rigor-
ous enforcement. Jurisdictions with this sort of housing must comml.l more resources to
inspections in order to achieve the same level of safety expected in middle-class areas. In
I.os Angeles, where almost one out of six apartments is a svbstandm.‘d slum, the city has
a hge backlog of inspections (Kouds, 2000). Similarly, police sometimes refuse (o pat rol
dangerous public housing projects. Such neighborhoods need more resonrces to achieve
the same outcomes that fewer resources can achieve in better-off areas.

This same logic holds for cities and metropolitan regions. The differences betiveen gov-
ernments, not within governments, generate the most glaring incqual'ilicsf. Centfal cities
and inner-ring suburban municipalities often have to spend more to maintain service levels
Helow those of wifluent suburbs, yet the median income of their taxpayers is lower. The fact
that large central city governmenis spend more per capita than do nmhllc-cla_s"s suburbs
is often taken as a sign of their corruption or inefficicney or that they are spc.xlldmg on the
undeserving poor (Simon, 1979; Hayward, 1998; Moore and Stansel, 1993; Siegel, 1997).
In fact, it is largely a matter of greater need (Ladd and Yinger, 1989; 'l)m\'ns, 1994). '

Not surprisingly, cities with many poor people spend more on anti-poverty fl.ll’ICllOllS.
But cities with high poverty rates also spend more on nonpoverty-related services such
as police, fire, conrts, and general administrative functions, For every one-point increase
in the poverty rate, cities spent $27.75 per capita more on nonpovorty:u'(:lintl'(l SCTVICOS
(Iack, 1998). This suggests that concentrated poverty carries a subs(;ln.lml hsc.ul l)urdt'-n.
Morcover, these expenditures typically do not achieve the same results in public security
or educational achievement as their suburban counterparts. To add insult to injury, these
citizens are forced 1o pay more of their income in taxes (Sacher, 1993). ‘

Suburbanization also drives up the cost of central eity services becanse suburbanites
use central city serviees withoul contributing tax revenies to support them (Jm!d and
Swanstrom, 2002, p. 308). Even when they do, they rarely pay the actual cost. Sprawl
also reduces the efficiency of central city public services because it is more costly to serve
depopulating areas. Urban decline has reduced the population density in most areas of
concentrated poverty (Jargowsky, 1997, p. 36). Cleveland’s population fcll from 915,000
people in 1950 to less than 500,000 today. Even though it has A!O(),()()() fewer people, and
they are poorer, the city has to maintain the same number of miles of streets, sewers, and
water lines. ‘ ‘ '

Many inner-ring suburbs have siniilar problems in providing local services, without
the benefit of downtown commercial properties that generate tax revenue. Orfield notcs
that 59 Chicago suburban municipalities had a lower tax base per hf)uschold_than did
Chicago, which was itself considerably below the regional average (Orfield, .199/, p. 'l 02).
If the average fiscal capacity of regional governments were scored 100, the city of Chicago
(at 87) would be 13 percent below average, but the inner-ring suburb of Maywood would
score 54, and North Chicago would score 60. At the other extreme, Winnetka would score
207 and Lake Forest 266 (Rafuse, 1991, pp. 14--19).
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Public education is probably the most important service provided by local governments.
It certainly absorbs the most resources. Public education in the United States is run
by 13,726 independent school districts (US. Bureau of the Census, 2000, p. 299). Their
revenue capacities vary tremendously. In 1973, the Supreme Court ruled, in San Antonio v
Rodriguez, that the US. Constitution does not guarantee education as a fundamental right,
and therefore it does not fall under the Fourteenth Amendment’s equal protection clause,
Eighteen state courts have ruled that fiscal inequalities across school districts do violate
state constitutions and have ordered action to reduce them. State equalization grants have
lessened the gap in spending between the richest and poorest districts in many states, but
expenditures per pupil still vary significantly. In 1997, per pupil expenditures varied from
§8,171 in New Yaork City to $12,492 in suburban Nassau County and $12,760 in suburban
Wesichester County (New York State Education Department, 1999).

As with other public services, the same resources will not produce equal educational out-
comes across districts because poor districts have more social disadvantage. State aid only
addresses fiscal disparities, not social disadvantages. Wong estimates that only 8 percent
of state aid to local school districts is specifically targeted for the socially disadvantaged
{Wong, 1999, p. 12). Many have concluded that schools simply reproduce the class in-
cqualities that are present in American society. Children from poor families typically have
lower academic performance than do those from middle- and upper-class families. This
has nothing to do with their intelligence but much to do with the social conditions that
handicap their ability to learn, which are worst when they live in concentrated poverty
neighborhoods (Traub, 2000; Hanushek, 1996; Rothstein, 1998). Poor children move fre-
quently and poor neighborhoods have less stability (Briggs, 1997). Of those children living
in families with incomes below $10,000 a year, more than 30 percent have attended three

. or more different schools by the third grade (U.S. General Accounting Office, 1994). Poor

children are more likely to be malnourished and to come to school tired and are less likely
to have books at home and parents who read with them. High crime levels in poor neigh-
borhoods lead mothers to keep children inside for their safety and to send them to worse
nearby schools rather than have them travel farther to magnet programs,

Lqualizing the quality of all publicservices, particularly education, across these different
types of metropolitan jurisdictions would have profonund implications. Confronted with the
structural disparity between their revenue and their needs and unable to bridge the gap
through regional tax sharing, citics have typically looked to federal and state governments
for fiscal help. All urban leaders, regardless of political party or ideology, want more state
and federal resources. But cities are in a weaker political position than they were even a
few decades ago. When the federal government was at its most generous in the 1970s, it
filled only part of the gap. Since then, federal aid to citics has dropped dramatically, from
15 percent of municipal revenue in 1978 to less than 3 percent today. State aid did not make
up the difference (Kincaid, 1999, p. 136). As aresnlt, locally generated revenue now makos
up 70 percent of city budgets (U.S. Bureau of the Census, 2000, p. 13). “Fend-for-yourself
federalism™ has exacerbated the fiscal stresses and disparities that lead to unequal public
services (Swartz and Peck, 1990; Hill, 1990).

Proponents of the “free market”—including advocates of public choice theory—
celebrate this situation. They view local political competition as creating a marketplace
for public services parallel to the market for private goods and services. In this view, con-
sumer choice promotes efficient and effective allocation of resources. Just as shoppers can
choose from many brands of toothpaste or television sets, they should be able to choose
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from a wide array of cities and suburbs, each providing a distinct bundle of amenities
and services at a distinct tax price. For public choice theorists, choosing a detergent and
choosing a local government have much in common: “Individual choices differ for public
goods and services as well as for private. Some consumers want more {reeways: others want
a rapid transit system instead. Some prefer local parks; others, larger private backyards”
(Bish and Warren, 1972, p. 99). Public choice theorists view the competition among local
jurisdictions as creating an efficient and responsive market for public services (although
interference by government burcaucrats and other special interests distort the market-
place) (Ticbout, 1956; Ostrom, Ticbout, and Warren, 1961; Ostrom, Bish, and Ostrom,
1988; Peterson, 1981; Schneider, 1989; Stephens and Wikstrom, 2000).

Public choice theory justifies cconomic segregation on the grounds that people with
similar tastes for public goods and a similar ability 1o pay for them will naturally svlt!v
in local government jurisdictions that provide those goods. According to Warren, pu.b.hc
choice theory “assumes that a metropolitan arca is composed of diverse communities
of interests which are territorially distinct from one another and which have different
preferences for goods and services in the public sector” (Warren, 1964, pp. 198-199).

The public choice perspective has two major flaws, First, it assumes that r.narkets are
actually “free” of government influence. Although people do make real choices among
:1Iterna'tives in housing, business location, and other markets, government policies shape
every aspect of how they make those choices and what they have to choose from. !ndecd,
government cstablishes the regulatory and legal framework that makes it possible f«.n'
markets to function at all. Markets thercfore cannot be isolated from government, public
policy, and politics. The “free market” is an abstraction, not a reality. In his celebration
of outer-ring suburbs, which he calls “edge cities,” Garreau (1991) hardly acknowledges
that edge citics have grown up arovd and depend entirely on publicly funded highways
and, in some cases, airports and other government facilitics. Local governments compete
with cach other to attract desirable residents and investments (and to keep out unwanted
facilitics), but the rules of the game under which they do so are neither free nor fair.
These rules do not give all places an equal chance to succeed. In fact, most federal and
state policies—including transportation, tax, housing, and even the siting of defense fa-
¢ilities and contracts—are strongly biased away from central cities and townrd suburban
jurisdictions (Dreier, Mollenkopl, and Swanstrom, 2001, pp. 92-132).

The second major law is that public choice theory seems to work better for middle-class
homeowners than for the inner-city poor. It ignores the features of society that constrain or
empower people’s ability to choose. Most obviously, people with fewer means (or the wrong
skin colar) have a highly constricted range of choice. The market not only fails people who
live in poverty; it punishes them throngh the negative effects of concentrated poverty.

RETAIL SERVICES

Surprisingly, the best prices for groceries in metropolitan areas are not found in run-down,
dingy inner-city stores but at massive, gleaming supermarkets in the suburbs. Not only do
these suburban stores offer lower prices, they also offer many more sclections and fresher
foods. The basic reason for the difference between the two locations is clear: since almost
every household in the suburbs has at least one car, shoppers compare prices in many
competing stores, each of which applics the latest technology to remain competitive. In
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the inner city, on the other hand, many households, lacking a car, are foreed to shop in local
grocery stores, which, lacking high volume, tend to be technologically hackward and less
efficient. The situation in groceries is mirrored across the retail sector: retail services are
inferior and more expensive for those who live in areas of concentrated poverty in central
cities and inner-ring suburbs compared to other parts of the metropolitan area.

Iiconomics 101 teaches us that supply meets demand. The retail seetor of major
metropolitan arcas often violates this truism. Even taking into account reduced con-
sumer spending per houschold, areas of concentrated poverty have an undersupply of re-
tail outlets—grocery stories, banks, pharmacies, and so forth—and arcas of concentrated
wealth have an oversupply. One study of retailing in 100 zip codes (averaging 15,000 in
population) in scven Ohio cities found a consistent pattern: the numiber of stores per
capitiin 10 retail eategories fell as the poverty rate rose, Department stores disappenred
entirely in the poorest zip codes, Even more revealing, the ratio of retail employees to the
population in poor neighborhoods fell even faster than the number of stores (Bingham and
Zhang, 1997). In other words, poor central arcas export shoppers, and rich outlying arcas
import shoppers.

This was not always the case. Citics used to be shopping magnets, attracting consumers
from miles around. Until the 1950s, most American citics drew people downtown to shop
at department stores and farmers” markets. The automobile gradually (reed shopping from
its central location and central city retail was slowly “malled” to death. Now more city
residents travel to the suburbs to shop than vice versa. A 1999 federal government study
documented that many central cities have huge “retail gaps” between the purchasing
power of their residents and total retail sales in the city. Famous for its shopping, New
York City had an astounding $37.1 hillion retail gap. City residents must travel to Long
Island or Westehester to make many basic purchases. The retail gap was $9.9 billion for
Chicago, §5.4 biltion for Los Angeles, $3.9 billion for San Jose, and $2.8 billion for Wasli-
ington, DC. When researchers looked at smaller geographic arcas, they found even more
problematic imbalances between supply and demand. Forty-eight inner-city zip codes were
found to suffer an $8.7 billion retail gap, with many suffering from unmet retail demand of
50 percent or more (U.S, Department of Housing and Urban Development, 1999b).

Food prices are higher in areas of concentrated poverty. Michael Porter of lhe
Harvard Business School argues that corporations have overlooked profitable opportu-
nities in cities: “At a time when most other markets are saturated, inner city markets
remain poorly served” (Porter, 1995, p. 58). Porter suggests that if governments simply
educated entrepreneurs about the opportunities, the retail sector would blossom in the
inner city. [t is certainly true that profitable opportunities are being overlooked. The cen-
tral Newark Pathmark is now one of the highest grossing in the nation, but NCC had to
assemble a complicaled deal involving eight different public and foundation subsidies in
order toget Pathmark tolocate in that neighborhood (Hearings Before the Select Committee
on Hunger, 1992, p. 185).

Unfortunately, the evidence suggests that the problem is rooted more deeply in the
environment of concentrated poverty. The main reason why the poor pay more is that
different types of stores serve poor neighborhoods than serve well-to-do suburbs. Large,
elficient supermarkets serve the suburbs, They are marvels of modern retailing, typically
offering over 12,000 separate items and operating on a high volume that enables them to
prosper with profit margins of less than 1 percent of sales. They buy in bulk and apply the
latest technology, including automated just-on-time inventory systems.
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Central cities are losing their large supermarkets. Between 1970 and 1992, Boston lostf.fl-ll
out of 50 big-chain supermarkets. The number of supermarkets in Los z\ngclcs County fe !
from 1,068 to 694 between 1970 and 1990. Chicago did worse, losing half its supvrmark'clt
(Turque, 1992}, One study found that supermar-kets w1.th more than 50 employees w‘e'n.
nonexistent in the poorest zip codes: “Ghetto residents simply do not have access to chain
snpermarkets” (Bingham and Zhang, 1007, p. 780). . PO

Why don’t modern, cfficient supurnmrk(-.ts'scrvv low-income areas! lhf- costs l(). '; u
ing business, including insurance, theft, parking, and land assembly, are ||1fle¢:ld u;,Tll(.l.
in puor neighborhoods than in suburbs, but these costs are not the mz.nn.pml) 'c5n. n;
main problem is that population densities and rates of car ownerslnp‘ in low'mfon.m
areas do not generate the required volume of customers. As A('Iam Smith nbscr\rc(;l.m
The Wealth of Nations, the division of labor depends on the size of the |n.'|rk(:t.~lh~c
smaller markets for groceries generated by areas of concentrated |)()\:(5|‘ly are not %ufh;
cient to support the modern, specialized, high-vohu}w supermarket. Therefore, areas 0
concentrated poverty areserviced by small, technologically b;fckward nmm-.;md-pup stores
that charge higher prices. The problem cannot be solved until the segregation of the poor
is addressed. . ) . R

The pattern of a two-tiered retail sector, a high-quality, low-price one for well- -
areas and the opposite for poor areas, is a pattern found throughout ll‘w r(:t‘all sec.t(u 1‘u
American metropolitan arcas. One of the best-researched :lr.cail is h;}nkmg.. I'he cw"ldenu:
on redlining by banks and insurance companies |s suhst;.mllul. Resulcn\s.m low-income
areas, especially those with many black and Latino rcsu.ients, are more likely to bc' rc;
jected for mortgages, even when they have the necessary income to qualify for them anc
for homeowner insuriance. In many areas of concentrated poverty b:m}{s have pulled o‘utv
entirely, and these arcas also suffer from a severe sh()rm'g(‘ (Tf h().m(?'1nsur:l‘nm: 1g(n(;‘(|)(7s
(Caskey, 1994a; Munncllet al., 1996; Joint Center f'or Housing Studies, 2002; bqun('rs, 1 ‘ '
Squirc's and O'Connor, 2001). Children in poor m'lghburlu.mds grow up not vvcn'l»:nowml.,
what the inside of a bank looks like, reinforcing the isolation of low—lncomc‘ f:mnhes_from
the economic mainstream. Fringe banking institutions, such as check-cuslnpg operations
and pawnbrokers, have rushed in to fill the vacuum in low-income central city and !m;m'-
suburban areas {Caskey, 1994D). Check-cashing outlets charge 1.5-2.5 |)(-|‘f:(~1|1 to t,‘(l;,”l H]
payroll check and pawnshops often charge 200 percent ].)('!‘ year fora l()ill.l (Caskey, .l ) A' ).

In effect, these practices act like a tax on poor people’s incomes, lowering them in ways
that do not show up in the official income statistics.

ECONOMIC SEGREGATION AS A PUBLIC POLICY ISSUE

Economic segregation isa fact of life, or so it seems. The ri¢l| w'ill a]wayf (Iislz-\ncc themselves
from the poor in societies with private housing markets. Putting I)]{)'Sl({il! distance betwcc’n‘
oneself and those who are of lower status, primarily the poor and n?morlllcs, enhances one's
social status, perhaps especially in the United States, where, besides race, [cwc!‘ out\’var(l
signs demarcate rank or status. Although many people can afford an expensive suit or fancy
car, only a few families can afford 1o live in exclusive enclaves—whether the Hamptons on
Long Jsland, Ladue in the suburbs west of St. Louis, or Bever{y Hills. .l,iving far from (tf\c
poor is one way of signaling that you have “made it” in Amencan. society. In fact, a 1994
a survey by Town and Country found that 60 percent of those making more than $400,000
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a year felt it was important to live in an exclusive neighborhood (reported in Blakely and
Snyder, 1997, p. 76). )

Those wha defend economic segregation generally see it as an expression of free choice,
According to this view, neighborhood composition is determined by a sequential process of
bidding in the marketplace. If the rich outbid the poor for a parcel of land, then the rich gt
tolive there. Neighhorhood residence is a reflection of one's economic suceess. Poor families
are more likely than the middle cluss or the wealthy to live in high-poverty neighborhoods.
Presumably, under free markets, all the disadvantages discussed above will be reflected
in lower land values. Thus, if a neighborhood is distant from jobs and shopping and has
poor public services and schools, this will be accurately reflected in land prices. According
to this view, people who live in the neighborhood will pay very mueh lower rents, If the
housing market is in equilibrinm, then all the atility differences between pareels of land
will be eliminated. Everybody, rich and poor, will basically get what they pay for.?

In an article attacking the Ganireanx experiment, Rockwell reflects this free-market
perspective. He argues that “markets mean choice, and with choice comes sorting. Peo-
ple tend to choose to work, socialize, and live with others in their own social, religious,
cultural, and economic group. There's nothing wrong with that.” He calls segregation “a
natural pattern, a product of rational choice,” which “makes possible st rong communities”
(Rockwell, 1994). According to a report for the Heritage Foundation by Howard Husock,
sorting people by social rank upholds justice and morality. Those who work hard, defer
pleasure, and save to get ahead are able to move into good neighborhoods. Those who lack
these virtues are forced to live in bad neighborhoods. The threat of having to live in arcas
of concentrated poverty, with all the costs we discuss above, provides a constant prod
to hard work and good values. For the government 1o step in and subsidize low-income
housing in middle-class neighborhoods, Husock says, gives the poor “an ill-gotten gain,” a
“reward not commensurate with accomplishment” (Husock, 1991).

From the free market perspective, then, there are many reasons to question whether
public policy should even try to address the issue of cconomic segregation. We may frown
on status secking and deplore the conditions in poor neighborhoods, but if residential
sorting is basically the product of consumer choice, then government should not tamper
wilh it. Economic class is not a "suspect classification,” like race or religion. 1t is unconsti-
tutional for local governments to intentionally segregate minorities, but the courts have
generally upheld their right to discriminate against people on the hasis of incomes (Judd
and Swanstrom, 2002, ch. 10). Just as no one has a right to own a Mercedes Benz, no one
has a right to live in a privileged neighborhood.

We belicve this view is fundamentally wrong. The argument for affirmative policies to
address economic segregation has a number of different dimensions.

Iirst, public policies promote economic segregation. Contrary to the contention of {ree
market conservatives that the government has unfairly pushed for economic integration,
the overwhelming weight of government policies at the federal, state, and local level has
in fact favored economic segregation. These policics range from the interstate highway

system, to home mortgage deductions, to the way states have organized local govern-
ments, to the zoning decisions of local governments.'® Government policies have driven
“excessive” economic segregation that cannot be justified by free market economics
{Dreier, Mollenkopi, and Swanstrom, 2001).

Second, economic segregation creates extensive ripple effects, or negative externali-
tics. From the viewpoint of the individual houschold, it is certainly rational to move
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into an exclusive suburban enclave. From society's viewpoint, however, economiic segre-
gation imposes large costs on the general public. Perhaps the biggest ncgative externality
is suburban sprawl. The problems associated with growing concentrations of poor peo-
ple. especially crime and poor schools, drive households to move [urthcrA and furth('*r (.)ut
into the suburbs.!! This creates inefficient land use patterns and requires the building
of massive new infrastructure at the same time that central city and inner-ring subur-
ban infrastructure is being abandoned. Tt also exacerbates tradfic congestion, lmllulinn_‘
the time spent traveling from home to work, and the social and Ifunil_y consequences of
long-distance commuting. Another negal ive externality of ceonomic segregzmm} is school
performance. According to arecent study of St. Louis arca public schools, two‘thlrd‘s of the
variation of test scores on the Missouri Assessment Program (MAP) can be e.\’plamed-hy
the percentage of students on subsidized lunches (LaFleur and I.Iackcr, 20(]2): Rc(h!cmg
economic segregation could boost overall student achievement without spending a single
additional dollar on public education (Benabou, 2000; Durlauf, 1996). . .

Third, economic segregation undermines equal opportunity: I‘chn if :lddrvssmg ueo-
nomic segregation did not make society more cfﬁcim.lt, i? wo‘uld still bea way of achieving
equal opportunity, or social equity. Far from upholding justice and morality, as many ‘fn-t-
market conservatives maintain, economic segregation violates the fundamental American
value of equal opportunity. We have argued that economic S(rgx'cgation significantly pro-
motes cconomic inequality in the United States. The places we live not only r‘eﬂ.cct our
incomus, they hielp to determine those incomes. Concentrated pnvcrt).' not only limits peo-
ple’s carnings potential, it limits the quality of life that people can enjoy, whether through
public services or private goods. Concentrated poverly imposes n.ther burdens‘lhul are
impossible to quantify, including exposure to crime, unhealthy environments, heightened
stress, and general alienation from socicty. 7 _

Fourth, economic segregation damages democracy. Tocqueville said lhu’t"'[u]'nm.mn
may establish a system of free government, but without the spirit of mun.lcqml institu-
tions it cannot have the spirit of liberty™ (Tocqueville, 1961, p. 55). IiF()llolnlc Sf?gl‘(.‘.b(lll()n
saps the spirit of municipal institutions. It not only severs cconomic and socnfil tics be-
tween econainic classes, it also severs political ties. Economic segregation short-circuits ll!c
messy but crucial process of political accommodation and comprf)m'i.s“c betwc.cn cconomic
classes. The spread-ont nature of suburbs also undermines the sociability that is 80 (llrm*t!_y
connected Lo a healthy civil society. As Putnam noted, “each additional ten minutes in
daily commuting time culs involvement in cummunity‘ﬂﬁ:lirs by 10 pcrcfent""(l"utn:un,
2000, p. 213). People who cannot drive are remarkably isolated, w‘lu'-l.her in ‘cmvs or 'Slll)-
urbs, making it difficult for them to participate in community uct{\w(u‘s, union mcvln!gs,
or any other form of civic engagement. Those who drive are unlikely to have the kll.l(l
of chance meetings made possible by the front stoop or sidewalk. As Jane Jacobs putit,
“[Jowly, unpurposeful and random as they may appear, sidewalk contacts are the small
change from which a city’s wealth of public life may grow” (‘I;](.t(.)hs, l‘)({l, p- 72.).

The political consequences of economic segregation arc significant, 'l‘.C()IIOl]llC segrega-
tion makes it casicr to isolate people with similar cconomic and social bgckgrouuds in
the same legislative districts. As suburbs and cities become more economically 119111«»;&‘-
neous, and legislative districts more "safe,” politics becomes more boring and predictable,
driving down levels of civic engagement, including voting (Oliver, 1999, 2001). The urban
share of the actual clectorate is smaller than the urban share of eligible voters, partly be-
cause of cconomic segregation (Nardulli, Dalager, and Greco, 1996; Gainshorough, 2001;
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Saucrzopf and Swanstrom, 1999). The voice of cities in state legislatures and in Congress
has become increasingly weaker as the number of congresspersons and state legislators from
urban districts has declined more rapidly than their overall population (Wolman and Mar-
ckini, 1998; Weir, 1996). Morcover, economic segregation undermines party competition
within legislative districts and especially within central cities. This results in cntrenched
incumbents and political machines with few incentives to mobilize new groups of voters
or develop new issue appeals,

Some scholars have concluded that the evidence for the negative contextnal effects of
concentrated poverty—and, by extension, cconomic segregation——is “at busi equivocal”
(Jargowsky, 2002, p. 443), and therefore the justification for public policy interventions
is weak (Jencks and Mayer, 1990; Galster and Zobel, 1‘)98).'2 But when the outcomes
examined move from problematic individual behaviors to the broader issues of unequal
access and cost examined here, we believe the evidence for the impact of contextual effects
is overwhelming. To call for more research is simply an excuse for tolerating the status quo.
Indeed, we think urban researchers have a duty to communicate to policy clites and the
public the evidence about how place shapes people’s lives, Americans tend 1o believe that
“aclvindividual is captain of his or her own ship, Advances in technology have fostered the
illusion that we have somchow conquered space and that where we Jive docs not matter
much anymore. Awareness of the power of place, especially the negative effects of economic
segregation, has the potential to alter the agenda of American politics.

Elsewhere we ontline a policy agenda and political strategy for addressing the problems
ol ecconomic segregation at the federal, state, and local levels, with particular emphasis
on finding common ground between cities and older suburbs, the poor and the middle
class (Dreier, Mollenkopd, and Swanstrom, 2001; sce also Orficld, 2002; Rusk, 1999), Key
elements of this stritegy include creating new frameworks for metropolitan potitics, re-
moving as many of the factors that promote local fiscal competition as possible, pro-
moting geographic mobility of the poor out of central cities and into suburbs, continued
efforts toimprove and diversify inner-city neighborhoods, and encouraging urban political
forces, be they political parties, trade unions, or community organizations, to adopt a more
metropolitan perspective in their work. We believe such an agenda is realistic, but only if
key actors—iabor unions, community organizations, some civic and business leaders, local

government officials, and others—rethink existing approaches.

Americans belicve in equal opportunity. Economic segregation violates that bedrock
value. We believe that where people live in relationship to jobs and other oppartunities,
including education, is an important cause of rising economic inequality in the present
period. Moreover, place accentuates inequalities in ways that are not captured by eco-
nomic statistics. Liberal democracies can tolerate a great deal of economic inequality, but
they cannot tolerate the combining of economic, political, and social inequalitics into a
vicious circle of rising incquality. This is exactly what we believe is happening in American
inetropolitan areas,

A Usccession of the suceessful,” as Robert Reich put it, threatens a central pillar of
American democracy: the belief that we are all hasically in the same hoat (Reich, 1992). In
a metropolitan landscape characterized by economic segregation and sprawl, a rising tide
does nof lift all boats. In what is arguably the most prosperous economy ever on the face of
the carth, many places (and the people who live in them) are being left behind. Not only are
places becoming economically isolated from the mainstream; they are becoming politi;:ally
cut off as well. The flight to the suburban fringe does not just sever social relations; it
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also severs political relations. Never before have economic classes s.ort‘cd thems?l\'rels lltnl(;
separate governments the way they have in the United States today. 1 hf: ‘resu]t is 4 ‘) tm(l
politics at the local level that short-circuits the normal processes of political conflict ‘ul(~
compromise and undermines civic participation in both cities and suburbs,‘ Stereotypes
and mistrust thrive in such an environment, depleting precious stores of social trust that
are necessary for democracy to function cffectively. The revival of American democracy
requires us 1o address these matters, We all have a stake in this,

Notes

Tor a fuller treatment of the issues addressed in this article, see Dreier, Mollenkopf,
and Swanstrom, 2001, . .
2Census income data seriously understates income incquality, mainly because it does
not inchude sources of income for the wealthy. Reporting pretax income, census data also
does not reflect the significant decline in recent years of taxes on the wealthy (Juhnston,
2002). For recent data on rising wealth inequality, see Wr,:;lff, 2000, 2()92. ‘ '
3Twa exceptions are Janice Madden, 2000, and a Special Issue on Farnings Incqu::l:ty
of the New England Economic Review (Federal Reserve Bank of Boston), M.ay—‘]unc 1990.
11n Place Matters we also examine the effects of place on health, environment, and
safety. . . . .
5Tor a synthesis of the evidence on economniic segregation at various geographical scales
in the Uni‘lcd States, see Dreier, Mollenkopf, and Swanstrom, 2001, cl1.'2.. Evidcncc,on
divergence in regional economic well-being is-found in Brm’\"nu, 1989; Phillips, l‘)QZ; l‘a‘n
and Casctti, 1994; and Drennan, Tobier, and Iewis, 1996. The best source on cconomic

i i g } < 996, I+ P ‘conomic
- segregation by neighborhoods or census tracts is Jargowsky, 1996, For data on cconom

segregation among suburbs, see Lucy and Phillips, 2000, and Orfield, '2()02. .
Households were not randomly assigned to the control and experimental groups. Be-
cause they had to voluntarily pursue admission, participants may not represent a random
sample of public housing tenants. But their assignment to city or suburban locations was on
a first-come, first-served basis, determined by the availability of units. Asaresult, “thecity
and suburban groups were highly comparable” (Rubinowitzand Rosenbaum, 2000, p. 77).
TRobert Putnam attributes this distinction to Gittell and Vidal, 1998, p. 8 (Putnam,
2000, p. 440). ) o ous
8The literature on redlining is voluminous. For a summary of this literature, sec U.s.
Department of Housing and Urban Development, 1999, . . . A
9For the free market theory of the capitalization of utility differences in land values,
see Mills and Hamilton, 1989, esp. p. 310. ‘ .
0For a synthesis of the evidence on this important question, see Dreier, Mollenkopf, and
Swanstrom, 2001, ch. 4. . .
HWilliam Fischel estimates that abont 25 percent of suburbanization is motivated by
“push” factors that cannot be acconnted for by market variables such as changm.g con-
sumer preferences and technology (IFischel, 1999, p. 161). We helieve this estimale is con-
servative, ' . ‘
12With regard to whether neighborhood context shapes problematic behaviors, such
as teen pregnancy or dropping out of school, the evidence is mixed, even though the
preponderance of the evidence, we believe, points in the direction of significant contextual
cffects.
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