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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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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.



17

 PolicyLink    //    PERE    

Equity is the Superior Growth Model

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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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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