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EXECUTIVE SUMMARY

Children born to low-income families in Indianapolis in
the 1980s grew up to earn less than their peers in almost
any other large city. The ability of children to move above
the economic status of their parents is influenced by the
parents’ income, demographics, and neighborhood con-
ditions.

Research from Harvard Economist Raj Chetty examines
how the conditions in which children grew up relate to
their earnings in adulthood.! While this study was nation-
wide, we focus on highlighting the results in Indianapolis,
putting that information in local context, and deepening
the research based on local conditions. We also recom-
mend further research and policy implications.

We find that Indianapolis has low economic opportuni-
ty overall, especially for children of low-income families.
Race disparities are stark: Black children of low-income
families earn $9,000 less than White children at age 35.
But neighborhood disparities exist, as well. Children earn
more as adults when their neighborhood has more families
with high incomes, even when their own parents’ income
is low. Children of segregated neighborhoods also earn
less as adults.






MEASURING ECONOMIC OPPORTUNITY

To provide a simple, clear comparison across cities and
neighborhoods, we focus on one indicator of economic
opportunity: For people born to low-income parents, how
much does their household earn once they reach adult-
hood?

We examine outcomes for people who were born into
low-income families because this represents the greatest
need for policy interventions. If children remain in the
economic situation into which they were born, this result
is of most concern for children born to low-income fam-
ilies. The children in this study were born between 1978
and 1983. Low-income families are defined as those with
household income at the 25th percentile compared to oth-
er families with children born at the same time. In other
word, 75 percent of U.S. families at a similar stage of life
earned more money than these low-income families. This
equates to $27,000 in 2015 dollars.

Household incomes of parents (percentile and
2015 dollars)

Parents’ household Parents’ household
income (percentile) income (dollars)
10th $13,200

25th $27,000

50th (median) $55,800

75th $94,300

90th $141,700

The economic outcome for these children is measured as
their household income in 2015, or when children born in
the target years were 32 to 37 years old. Income refers to
household income, including an individual and spouse if
present, as measured in constant dollars, which removes
the effect of inflation. We also represent the outcome as
a percentile, which compares household income ranks
against others in the same age cohort.

Much of this data is about place, both cities and neigh-
borhoods. When we discuss cities, we are referring to
metropolitan areas.? When referring to Indianapolis in this
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Economic opportunity in
this report is defined as the
ability of children born to
low-income families to earn
enough as adults to support
their household.



report, we mean the metropolitan area. When we discuss
neighborhoods, we are referring to census tracts (small
areas of a county with between 2,500 - 7,500 residents).
Neighborhood-level analysis includes all the census tracts
within the 11-county Indianapolis metropolitan area.?

Outcomes are generally reported for children who were
born in a specific city or neighborhood without regard to
where they live as adults. For children born in Indianapolis
but living elsewhere in adulthood, their outcomes are still
attributed to Indianapolis and the neighborhood where
they were born. This allows us to see the impact of location
during a person’s childhood rather than simply describing
the characteristics of people who live in a place now.

These outcomes represent opportunity in Indianapolis
and its neighborhoods in the 1980s. There is a 35-year lag
between when these children were born and when their
outcomes were measured. To understand the current state
of opportunity for children born now, we would need to
wait until 2055 to measure their outcomes. Still, these data
give us the ability to track a large cohort of children across
a long time period and compare childhood conditions
to outcomes. Many of the neighborhoods identified as

QOutcomes are always reported for the neigh- ...even when they move across the city or across
borhood where children were born... the country.

low-opportunity places still struggle with conditions like
low incomes, and many of the systems that led to racial
inequity persists.

What is the state of economic mobility for low-income
children?

The following map shows the eventual incomes of children
who were born into low-income households and spent
their childhoods in the areas shown. The starting point
for all these children was the same: They were born into
families earning $27,000 (the 25th percentile nationally).

The outcomes vary widely between regions and cities.
Children who grew up in Dubuqgue, lowa earned $46,000
on average when they were age 35. Children who grew
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up in Minneapolis earned $36,000, and children from
Nashville earned $29,000. In general, people who grew
up in the Midwest and Southeast, for example, tended to
have much lower incomes relative to people who grow
up in the Northern Great Plains and to a lesser extent, the
Northeast.

Low-income children born in Indianapolis grew up to earn
$27,000 per year on average, the same as their parents’
income 35 years earlier. This means mobility in Indianapo-

children
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lis is worse than for any other city in the Midwest, except
for Muncie and Anderson. In fact, outcomes in Indianapolis
for low-income children are significantly worse than nearly
all large cities, ranking 48th out of the 50 largest cities,
trailed only by Atlanta and Charlotte.

In most cities, low-income children grew up to earn more
than their parents. For example, in Pittsburgh and Chi-
cago the average low-income child earned $36,000 and
$31,000, respectively.

The following chart shows the distribution of the 50 larg-
est cities in terms of economic mobility for low-income
children, clustered by geographic region. Each point on

Gulf of
Mexico

Economic mobility in
Indianapolis is lower than
almost all other large cities.
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Parents’ income plays a big
role in children’s economic
opportunity.

the chart represents a city, and the placement of the point
is based on the adult income of children who grew up in
the noted city. This reveals that Indianapolis is less like its
Midwest peers than it is like the Southern cities of Atlanta
and New Orleans.

The low ranking of the Indianapolis area is driven by es-
pecially poor economic mobility for low-income white
children. Central Indiana commuting zones (Indianapolis,
Muncie, and Columbus) all rank in the bottom half of the
bottom one percent of all zones in the country for low-in-
come white children. Conversely, outcomes for black chil-
dren in Indianapolis are in the 23rd percentile nationally.

Poor mobility for white children is in part due to high in-
carceration rates. Amongst the largest 100 cities in the
U.S., Indianapolis has the second highest incarceration
rate for white male low-income children growing up in the
1980s and 1990s. To be clear, the incarceration rate for
black males is about three times higher than the white
rate. But the black incarceration is average compared to
other cities, and therefore does not explain Indianapolis’
comparatively low economic mobility.

Children born in Indianapolis in the early 1980s grew up to
earn $43,000 on average in 2015. High income families in
the target years earned about $94,000 annually. Children
of high-income families in Indianapolis grew up to earn
$50,000 per year on average. Low-income families earned
$27,000 on average, and their children grew up to earn
$27,000 per year.

We can learn two things about opportunity in Indianapo-
lis from these results. First, there is a large gap between
the opportunity of children born to high- or low-income
families. The financial situation of a child’s parents can
influence his or her economic mobility.

The opportunity gap between children born to high-in-
come and low-income families is smaller in Indianapolis
than in 88 percent of other large cities. In Indianapolis,
children of low-income families earn 46 cents for every
dollar earned by children of high-income families. For the
average city, this rate is 38 cents.

Second, even those born to high income families strug-
gle to stay in that category by adulthood. By the time
they reach age 35, children born to high-income parents
earned about half their parent’s income. Of course, earn-
ings tend to rise as people get older. But because we are
comparing parental income when a child was born to that
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Regional Differences in Intergenerational Economic Mobility
Median Adult Household Income for Children of Low Income Families
Circles are sized by 1990 Population
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An individual’s race plays
a big role in economic
mobility. The place you
grow up also matters as
do the. socioeconomic
characteristics of the
neighborhood.

child’s income at age 35, the influence of age is mitigated.
The parents and children were generally at similar stages
in life when income was measured.

Race

A child’s race plays a major role in explaining the variation
in economic mobility. Overall, children born to families
with low incomes are more likely to stay at that economic
level than to move to any other level. This lack of mobility
is worse for Black children. Forty-eight percent of Black
boys remain low-income in adulthood. Only 31 percent of
White boys remain low-income. (These rates represent
national trends.)

In Indianapolis, Black children born to low-income families
grew up to earn $9,000 less than White children born to
low-income families. Black children earned $22,000 per
year on average compared to $31,000 for White children.
Even Black boys born to high-income parents are half as
likely to have high incomes in adulthood compared to
White boys and twice as likely to have low incomes. One
fifth of high-income Black children fall to the lowest in-
come bracket as adults.

This gap is significant. In 2015, $9,000 represented 11
months of rent in the average Central Indiana apartment.*
This racial opportunity gap is smaller than other large
cities. However, the small gap is driven more by poor
outcomes for White children than by good outcomes for
Black children. Economic mobility for low-income White
children in Indianapolis ranks last among the 50 largest
cities.

Gender

Among low income households in this period, women
have higher mobility than men: women on average earned
($38K) versus men ($34K). The disparity between women
and men is higher amongst black Americans.

In Indianapolis, while outcomes for white men and women
are similar, black women do significantly better than black
men (earning 30% more).

Single Parent Households

Chetty describes the number of single parent households
in a neighborhood as the “single largest correlation” with
income in the data.



Top 50 Largest Commuting Zones (1990)

Ranking Economic Mobility of Largest Cities
Median Adult Household Incomes for Children of Low Income Households

‘ | W Midwestern Cities

Black  Median  White
adult adult adult
income income income

San Francisco, CA
Salt Lake City, UT
Boston, MA
Minneapolis, MN
San Jose, CA
Newark, NJ
Pittsburgh, PA
New York, NY
Seattle, WA
Manchester, NH
Albany, NY

Los Angeles, CA
Providence, MA
Washington, DC
Sacramento, CA
San Diego, CA
Houston, TX
Denver, CO
Bridgeport, CT
Portland, OR
Buffalo, NY
Syracuse, NY
Fort Worth, TX
Miami, FL

San Antonio, TX
Philadelphia, PA
Phoenix, AZ
Chicago, IL
Kansas City, KS
Fresno, CA
Grand Rapids, Ml
Dallas, TX
Milwaukee, WI
Orlando, FL
Cleveland, OH
West Palm Beach, FL
St. Louis, MO
New Orleans, LA
Tampa, FL
Dayton, OH
Detroit, M|
Cincinnati, KY
Baltimore, MD
Norfolk, VA-NC
Virginia Beach, VA
Columbus, OH
Raleigh, NC
Indianapolis, IN
Atlanta, GA
Charlotte, NC

$20K $25K $30K $35K $40K $45K

0

0
—_—
—
-—
—— o
————— o
»-—0
o
————— o
—— o
o
0
D ——
— o
———— ¢
el
o
]
—— o
- o
]
P
-—0
e —
o
»~—daV
—0
—
—eee)
D ——
—
————
r—0
S
-— o
— o

13

Amongst the top ¢
cities, Indianapolis
the lowest median
income for white

children growing
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A key feature of this finding is that this is true regardless of
the family structure in one’s own family. Children of single
parents that grow up in areas with fewer single-parent
households do better.

Black men are most strongly affected by neighbor-
hood-level characteristics of family structure; having a
large share of fathers in a neighborhood has a strong pos-
itive effect on the adult incomes of black men, but does
not significantly affect white men.

Place

When examining geographic variability, one might reason
that different people live in different places, so it is impos-
sible to tell if the pattern is due to this sorting (e.g., by race)
or if there is something independently important about
the places themselves. Chetty concludes that place has
an influence on economic mobility, which is independent
from an individual’s demographics. He demonstrates the
effect of neighborhoods by measuring intergenerational
economic mobility of children that move between neigh-
borhoods at different ages. As it turns out, every year that
a child spends in a disadvantaged neighborhood has an
incrementally negative effect on their outcomes as adults,
regardless of their race, income, or other demographic
characteristics. A child that moves to a higher opportunity
area by age 5, for example, does better in adulthood than
a child that moves at age 6, and so on.

In Indianapolis, a child’s economic mobility directly relates
to the place s/he lived as a child. The chart below shows
the outcome of all children born to families with a low
household income (in the 25th percentile), and their re-
spective household incomes as adults. The corresponding
map demonstrates spatial patterns - such as those who
did not improve their economic outcomes are those who
grew up in neighborhoods with lower socio-economic sta-
tus overall within the inner cities, and those with improved
outcomes grew up in communities with higher overall so-
cio-economic status.

Does the local economy make the biggest impact?

The common and intuitive understanding is that the eco-
nomic health of a city plays a major factor in the econom-
ic well-being of its residents, and this outcome is driven
by factors related to the number and quality of jobs. Tax
break incentives encourage major businesses to relocate
their headquarters, those businesses bring new, high
paying jobs, and benefits are assumed to accrue to local
residents.

14



Median household income
of low-income children who grew up in each census tract

Income in adulthood
B $16K-%$24K
$24K-$30K
$30K-$35K
B $35K-$64K




In fact, neither job growth nor wage growth contribute
significantly to improved mobility for low-income chil-
dren. Comparing the rate of job growth from 1990-2010
to intergenerational mobility, you can see that many areas
of high job growth also have really low levels of upward
mobility. Among the 50 largest cities, Indianapolis shows
moderate levels of job growth, but low-income children
from Indianapolis still have very low earnings in adulthood.
The pattern is quite similar for wage growth. Statistically,
there is no relationship between wage growth and low-in-
come mobility.

Comparing economic growth to economic mobility in U.S. Cities

Median Adult Household Income
for Children of Low Income Familes

Median Adult Household Income vs. Wage Growth 2004-2015
Top 50 Largest Commuting Zones (1990)
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Median Adult Household Income

for Children of Low Income Familes

Median Adult Household Income vs. Job Growth 1990-2010
Top 50 Largest Commuting Zones (1990)

Midwestern Cities

$38K

$36K

$34K

$32K

$30K

$28K

$26K

A
» San Francisco :
Bostone R E
San Jose o Minneapolis i
Newark o :
; New York :
Pittsburgh ® . . H
Beadmg o ® Seattle
Alb N Manchester H
any Log Angeles H
Providence Washington D.C.
. . ® Sacramento
. San Diego v
Bridgeport H o oDenver
° Portland, OR®  L5uston
Buffalo H
Syracuse :
----------------------------------------------- R TR R O e PE P LR e e R PR PR EE R PR EEE S
Oklahoma City © : « Fort Worth
e
Philadelphia o Miami 1 « San Antonio
: Kansas City :
[ ] '
Chicago ° % Fresno
Milwaukee Gra.nd : Dal\as
Cleveland Rapids H
[ J 1 .
st. Loui H West Palm
New Orleans St- Louis Beach
. ®  Baltimore Tamppa :
@® Dayton Norfolk !
Detroit Louisville Cincinnati ® @ :
Columbus !
Indianapolis Atlanta
' L]
: Charlotte
v
-10% 0% 10% 20% 30% 40% 50%

Job Growth 1990-2010

17

® Salt Lake City

» Orlando

e Raleigh

60%

L]
Phoenix

70%



If economic growth does not
create opportunity,

Community
socioeconomic
factor

what does?

How it is
measured

Income inequality

Size of the middle class

School quality

3rd grade math test
results

Racial
segregation

Thiel’s index (a measure
that compares racial
diversity in a census
tract to the overall
racial makeup of city)

Social capital

Census response rate

Family structure

Share of single-parent
families

Chetty finds that there are five factors related to the place
you live that correlate most clearly with positive econom-
ic outcomes nationwide. These are access to high quality
schools, high social capital, a high share of two-parent
families, low racial segregation, and low economic inequal-
ity.

The strength of these relationship varies between regions
and cities, however, and this model often fails to explain
local variation. For example, Indianapolis has very poor
mobility outcomes, but generally ranks about average in
terms of these five socioeconomic factors. As a compari-
son, in the chart below showing the data for the 50 largest
cities, we highlight Columbus, which has low mobility, and
Pittsburgh, with high mobility. Neither performs markedly
better or worse across all measure than Indianapolis.

To understand how the influence of these five factors var-
ies between cities and regions, we used a statistical meth-
od called a “cluster analysis”, where groups are discovered
that maximize the similarity of cities within the group and
maximize the differences between each group.

We discovered four significant clusters that were similar
along six indicators, the five factors as well as econom-
ic mobility itself. For some clusters, economic mobility
seems to be linked to the five factors. A group of mostly
White, northern cities has high mobility and performs well
in each of the five factors. A group of cities with large
Black populations has poor mobility outcomes on average
and tends to perform poorly in the five factors.

However, two other groups do not follow the relationship
between socioeconomic factors and mobility as clearly.
A group of diverse cities located mostly in the Southwest
and on the coasts has high average mobility but poor
performance in socioeconomic factors. A group of Mid-
western and Southern cities with large White populations
have poor mobility despite average performance among
socioeconomic factors. Indianapolis falls into this group.



City Rankings on Five Strongest Indicators
Top 50 Largest Commuting Zones (1990)

Income
Inequality

Size of Middle Class
2000
High > Low

Dayton, OH
Grand Rapids, Ml
Salt Lake City, UT
Manchester, NH
Syracuse, NY
Cleveland, OH
Columbus, OH
Pittsburgh, PA
Providence, MA
Portland, OR
Buffalo, NY
Cincinnati, KY
Norfolk, VA-NC
Virginia Beach, VA
Seattle, WA
Albany, NY
Tampa, FL
Phoenix, AZ
Kansas City, KS
Orlando, FL
Sacramento, CA
Fort Worth, TX
Milwaukee, WI
San Diego, CA
St. Louis, MO
Charlotte, NC
Minneapolis, MN
Denver, CO

San Antonio, TX
Fresno, CA

Racial
Segregation

Theil index
2000
Low — High

Manchester, NH
Portland, OR

Salt Lake City, UT
Seattle, WA
Sacramento, CA
Raleigh, NC
Fresno, CA
Orlando, FL
Norfolk, VA-NC
Virginia Beach, VA
Minneapolis, MN
Albany, NY

San Diego, CA
Denver, CO
Phoenix, AZ

San Francisco, CA
Charlotte, NC
San Antonio, TX
San Jose, CA
Providence, MA
Tampa, FL

Fort Worth, TX
Syracuse, NY
West Palm Beach, FL
Grand Rapids, Ml
Dallas, TX
Boston, MA
Columbus, OH
Los Angeles, CA
Bridgeport, CT
Washington, DC

West Palm Beach, FL Houston, TX

Los Angeles, CA
Philadelphia, PA
Baltimore, MD
Dallas, TX
Raleigh, NC
Boston, MA
New York, NY
Houston, TX
Bridgeport, CT
Chicago, IL
Atlanta, GA

San Francisco, CA
Miami, FL
Detroit, Ml

San Jose, CA
New Orleans, LA
Washington, DC
Newark, NJ

Kansas City, KS
Pittsburgh, PA
Atlanta, GA
Newark, NJ

Indianapolis, IN

Miami, FL
Buffalo, NY
Cincinnati, KY
New Orleans, LA
Dayton, OH
Baltimore, MD
Philadelphia, PA
New York, NY
St. Louis, MO
Chicago, IL
Milwaukee, WI
Cleveland, OH
Detroit, Ml

Family
Structure

Fraction of Single
Parents, 2000
Low — High

Salt Lake City, UT
San Jose, CA
Manchester, NH
Newark, NJ
Minneapolis, MN
Fort Worth, TX
Grand Rapids, Ml
Dallas, TX
Chicago, IL
Raleigh, NC

San Diego, CA
Denver, CO

San Francisco, CA
Charlotte, NC
Boston, MA
Houston, TX
Pittsburgh, PA
Portland, OR
Seattle, WA
Phoenix, AZ

Los Angeles, CA
Bridgeport, CT
Washington, DC
Kansas City, KS
Atlanta, GA

San Antonio, TX
Columbus, OH
Cincinnati, KY
Sacramento, CA
Orlando, FL

School
Quality

Math Test Scores,
3rd Grade, 2013
High = Low

Minneapolis, MN
Manchester, NH
Boston, MA
Raleigh, NC
Baltimore, MD
Seattle, WA
Cincinnati, KY
Charlotte, NC
Denver, CO
Pittsburgh, PA
Newark, NJ
Norfolk, VA-NC
Virginia Beach, VA
Dayton, OH
Miami, FL
Washington, DC
Orlando, FL
Providence, MA
Cleveland, OH
Columbus, OH
Portland, OR
Bridgeport, CT
Phoenix, AZ
Milwaukee, WI
Kansas City, KS
West Palm Beach, FL
Atlanta, GA
New York, NY
Houston, TX
Dallas, TX

West Palm Beach, FL Salt Lake City, UT

Dayton, OH
Detroit, Ml
Fresno, CA
Albany, NY
Providence, MA
Buffalo, NY
Philadelphia, PA
St. Louis, MO
Milwaukee, WI
Cleveland, OH
Norfolk, VA-NC
Virginia Beach, VA
Tampa, FL
Syracuse, NY
New York, NY
Miami, FL
Baltimore, MD
New Orleans, LA

Philadelphia, PA
San Jose, CA
Fort Worth, TX
San Antonio, TX
Buffalo, NY
Albany, NY
Tampa, FL
Chicago, IL

San Francisco, CA
St. Louis, MO
Grand Rapids, Ml
San Diego, CA
Detroit, Ml
Syracuse, NY
New Orleans, LA
Los Angeles, CA
Sacramento, CA
Fresno, CA
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Social
Capital

Census Response
Rate, 2010
High = Low

Minneapolis, MN
Grand Rapids, Ml
Pittsburgh, PA
Detroit, Ml

St. Louis, MO
Milwaukee, WI
Cincinnati, KY

Indianapolis, IN

Buffalo, NY
Syracuse, NY
Albany, NY
Kansas City, KS
Dayton, OH
Tampa, FL
Raleigh, NC
Charlotte, NC
Salt Lake City, UT
Cleveland, OH
Baltimore, MD
Denver, CO
Manchester, NH
Seattle, WA
Washington, DC
West Palm Beach, FL
Norfolk, VA-NC
Virginia Beach, VA
Portland, OR
Philadelphia, PA
Chicago, IL
Bridgeport, CT
Boston, MA
Columbus, OH
Orlando, FL
Miami, FL
Sacramento, CA
San Jose, CA
San Francisco, CA
Providence, MA
Fort Worth, TX
Houston, TX

San Antonio, TX
Dallas, TX
Newark, NJ
Phoenix, AZ
Atlanta, GA

Los Angeles, CA
Fresno, CA

San Diego, CA
New Orleans, LA
New York, NY



Cluster Analysis Five Strongest Indicators
Top 50 Largest Commuting Zones
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Salt Lake City, UT $37,223
Boston, MA $36,819 CLUSTER1
Minneapolis, MN 96674 White Northern cities
Pittsburgh, PA $35,532 G v high bility dri by high K
Seattle, WA 435,212 eneraty ig mo. ||hy rltveh é/blg| ranks
Manchester, NH 435104 on most measures; characterized by low
Denver, CO $33.272 Black populations.
Portland, OR $33,092
San Francisco, CA $37,227
San Jose, CA $36,312
Newark, NJ $36,006
New York, NY $35,392 CLUSTER 2
Los Angeles, CA $34,346 . .
Washington, DC 532040  Diverse Coastal and Southwestern cities
Sacramento, CA $33,830 Have relatively high rates of mobility despite
San Diego, CA $33,796 high levels of income inequality, low levels of
Houston, TX $33,277 social capital and poor schools. Character-
Bridgeport, CT $33,216 ized by their diversity and large Latino
Fort Worth, TX $31,714 populations.
San Antonio, TX $31,258
Phoenix, AZ $30,736
Fresno, CA $30,474
Dallas, TX $29,912
Albany, NY $34,708
Providence, MA $34,267
Buffalo, NY $32,666
Syracuse, NY $32,597
Kansas City, KS $30,575
Grand Rapids, Ml $30,178 CLUSTER 3
Orlando, FL $29,446 . ; L.
Cleveland, OH 0436 White Midwestern and Southern Cities
West Palm Beach, FL $29,429 Low rates of mobility despite average scores
Tampa, FL $28,617 on most measures. Within-cluster rankings
Dayton, OH $28,330 driven mainly by differences in income
Cincinnati, KY $28,275 inequality and racial composition.
Virginia Beach, VA $28,139
Columbus, OH $28,115
Raleigh, NC $27,737
Indianapolis, IN $27,208
Charlotte, NC $26,331
Miami, FL $31,556
Phlladelphla, PA $31,198 CLUSTER 4
Chicago, IL $30,684 . . .
Milwaukee, WI $29,835 Mid-sized Black Cities
St. Louis, MO $28,733 Low rates of mobility with especially high
New Orleans, LA $28634  |evels of income inequality and segregation.
Detroit, Mi $28,305 Social capital not a factor. Characterized by
Baltimore, MD $28,235 high Black populations.
Atlanta, GA $26,627
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How to read this chart.

The blue grid represents
socioeconomic indicators.

[
| |
Dark blue means a city ranks Light blue means a city ranks
poorly on that indicator. well on that indicator.

The green column represents economic
outcomes for low-income children.

Light green represents poor Dark green represents good
economic outcomes. economic outcomes.
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Translating children’s household
income at age 35

Percentile Dollars

10th $13,200
25th $27,000
50th (median) $55,800
75th $94,300
90th $141,700

High opportunity, low housing costs

Top 20% of economic mobility neigh-
borhoods with the majority of homes
valued under $150,000.

y oo

Indianapolis

Plainfield

L —*

2019 ACS 5-year Estimates

Because this model does not fit Indianapolis particularly
well, we will be working to improve these definitions and
the model. Our future research effort will aim to develop
a statistical model that can describe what neighborhood
conditions contribute to economic mobility in Indianap-
olis. In the meantime, we identified several clear relation-
ships between the environment where children grew up
in Indianapolis and their economic outcomes as adults-
income of the neighborhood, history of redlining in the
neighborhood, and share of single parent families-shown
in the charts below.

In the following series of charts, each line represents a
census tract. The placement of the line indicates the in-
come of the average child born to low-income parents
in that particular census tract in Indianapolis. There are
about 400 census tracts in the Indianapolis Metropolitan
Area, and each is represented on every chart.

Neighborhoods are highlighted in blue on each chart and
the map based on the environmental factor we explore.
Highlights indicate neighborhoods with certain conditions,
such as a low median household income. When compar-
ing these charts, remember that the characteristics of the
people do not change from chart to chart: These always
represent children of all races and genders born to parents
earning $27,000 per year. Their economic outcomes vary
based on the community in which they grow up.

The top axis in the chart represents the starting point for
these children, which is always $27,000 per year, shown
as the 25th percentile in the chart. The bottom axis rep-
resents, for the average low-income child from that tract,
how their household income ranks against other U.S. chil-
dren born in the same year. For context, the following table
shows the actual incomes that each percentile represents.
Note that the 25th percentile, though it is the same rank
as the parents’ household income, represent fewer real
dollars ($15,600 compared to $27,000).

High-opportunity neighborhoods with affordable housing

Among the high opportunity neighborhoods in the Indi-
anapolis area, there are about 6,000 homes valued un-
der $100,000 and 4,000 rentals with rents under $800
per month.> In a few high-opportunity neighborhoods, a
majority of homes are valued under $150,000. These are
mostly located in the suburban edges of Marion County,
including the northern edge of Pike Township, the south-
ern edge of Franklin Township, and neighborhoods near
Interstate 465 on Indianapolis’ west side.
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ALL LOW INCOME CHILDREN
Central Indiana Intergenerational Economic Mobility ~1990-2015

Each line represents a Census Tract, showing the average path of individuals growing up in that neighborhood
HOUSEHOLD INCOME GROWING UP
Children growing up in households at the
25th percentile of the national distribution
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ADULT HOUSEHOLD INCOME

percentile of national distribution at age 29
among children born in the same year




LOW INCOME CHILDREN GROWING UP IN LOW INCOME NEIGHBORHOODS
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Low-income neighborhoods. Even when family
income remains constant, the income of people
in the community in which they live impacts a
child’s economic outcomes. The highlighted
communities are the bottom third of neighbor-
hoods according to median household income.
They are mostly located in the center, east, and
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west of the city of Indianapolis, as well as central
parts of smaller cities and towns through the
region. The highlighted lines on the chart reveal
that children from low-income households who
grow up in low-income neighborhoods have the
lowest economic mobility outcomes.

LOW INCOME CHILDREN GROWING UP IN HIGH INCOME NEIGHBORHOODS
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High-income neighborhoods. When low-income
children grow up in high-income neighborhoods,
they have markedly improved outcomes. These
communities, located in the suburbs of Indianap-
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olis and some rural parts of Hancock and Hen-
dricks counties, are the highest third of census
tracts according to median household income.



LOW INCOME CHILDREN GROWING UP IN HISTORICALLY REDLINED NEIGHBORHOODS (HOLC D)
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Redlined neighborhoods. The highlighted neigh-
borhoods are places where at least half of the
census tract fell into a Redlined area, where fed-
eral housing authorities discouraged mortgage
lending in Black communities. This occurred in
the 1930s, but children growing up here in the
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1980s have poorer outcomes than those growing
up in other neighborhoods.

LOW INCOME CHILDREN GROWING UP IN SINGLE-PARENT NEIGHBORHOODS (>50% SHARE)
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Neighborhoods with a large share of single
parents. Children growing up in these neighbor-
hoods have poorer outcomes than their peers
in other neighborhoods. These communities are
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mostly located between 10th Street and 38th
Street in Indianapolis and in Indianapolis’ Near
Eastside and Near West neighborhoods.



LOW INCOME BLACK CHILDREN GROWING UP IN LOW-INCOME NEIGHBORHOODS
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Black children in low-income neighborhoods. come neighborhoods generally have worse out-
The pattern that exists for all children also exists comes when they are grown.
for Black children. Those who grow up in low-in-

LOW INCOME BLACK CHILDREN GROWING UP IN HIGH-INCOME NEIGHBORHOODS

[0} 75 100
Black children in high-income neighborhoods. In most high-income neighborhoods, the average
The advantage of living in high-income neigh- Black child grows to earn a household income at

borhoods is not as strong for Black children as it the 35th to 40th percentile.
is for children overall.
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LOW INCOME BLACK BOYS GROWING UP IN INDIANAPOLIS NEIGHBORHOODS
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Black boys growing up in all neighborhoods. mated 15 percent of Black boys who grew up in
No matter the neighborhood they are born into, Indianapolis in the early 1980s were incarcerated
Black boys have low economic opportunity on in 2010.

average. Incarceration is a factor here. An esti-

LOW INCOME BLACK GIRLS GROWING UP IN INDIANAPOLIS NEIGHBORHOODS
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Black girls growing up in all neighborhoods. Black boys. For most neighborhoods, the aver-
While Black girls do not have very high economic age Black girl born there grows up to earn an
outcomes, they are much higher than those for income at the 30th to 40th percentile.
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How can we improve our understanding what influences
economic mobility at the neighborhood level?

To better explain the disparities we see across Indianapolis
neighborhoods, we need to refine and localize the model,
including more locally relevant definitions and new influ-
encers or factors.

Refining definitions:

At the neighborhood scale, many of these concepts are
difficult to measure or need to be measured differently.
For example, while a segregated city can be measured
by examining if people of different races live in different
geographic locations, this becomes more difficult at
the neighborhood level. Are segregated neighborhoods
places where one group is the overwhelming majority, or
places where people of different races tend not to mix
and integrate with each other within the neighborhood?
Similarly, does income inequality make sense at the neigh-
borhood scale?

Often, measures of segregation, inequality, and dissimilar-
ity say as much about where boundaries are drawn as they
do about social conditions in the area. A neighborhood
with high income inequality according to the Gini index
could “improve” its score if it were divided along a bound-
ary that separates wealthy residents from low-income
residents. But the underlying social conditions in the area
would not have changed at all.

School quality is particularly difficult to measure at the
census tract level. Chetty’s research used outcomes from
school districts. In Indianapolis, students do not always
live in the district where they attend school. This becomes
particularly difficult at the census tract level. Students
rarely live in the same census tract as their school. For
example, among Indianapolis Public Schools and charter
schools within Marion County, the median student lived
three miles from their school during the 2019-2020 school
year.®

Creating a statistical mode/

The patterns in the previous charts are clear, but these
neighborhood characteristics overlap: income, race, family
structure, and segregation have similar geographic pat-
terns. A robust multilinear regression model could explain
which factors, among these and a host of other variables,
significantly contribute to economic mobility. Our prelimi-
nary version of this model suggests that segregation, both
in terms of racial and educational (or class) segregation
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are important factors. Neighborhoods with high segrega-
tion tend to have low mobility. We will continue refining
this model for future publication.

Such a model has two benefits. First, it helps us under-
stand what factors influenced mobility in the 1980s, which,
as we have learned, varies significantly between regions
and cities. In Indianapolis specifically, perhaps a different
set of indicators impact the outcomes of low-income chil-
dren.

Second, this model could predict which neighborhoods
have high or low opportunity for children being born now.
As a rule, economic outcomes for today’s children cannot
be measured until decades have passed. But with a pre-
dictive model, we could estimate what opportunity might
look like in each tract and how that has changed since the
1980s. Are gentrified tracts near downtown predicted to
perform differently than they once did? Are there changes
to opportunity in the outlying counties as suburbanization
has spread further into the exurbs?

Understanding impact on residents and communities

In addition to a quantitative approach to explaining mo-
bility, qualitative research is needed to understand the
experiences of people living and working in communities
across Indianapolis. With the summary of mobility patterns
in this report, we are well-positioned to engage residents,
community leaders, and other stakeholders with questions
about how their experiences match those outlined in this
research. What barriers to mobility existed in their com-
munities, and what is being done to address those?
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BUILDING ECONOMIC OPPORTUNITY:
APPROACH AND SOLUTIONS

Using these Data at the Neighborhood Level

To demonstrate how these data can be used at a local
level, we explore two neighborhood areas northeast and
northwest of downtown Indianapolis.

Northwest Area

The northwest area is made up of seven census tracts
between Tibbs Avenue, Interstates 65 and 465, and Craw-
fordsville Road. The average income for children born to
low-income families in these tracts range from $22,000
to $37,000. Most tracts have outcomes at or below the
city-wide average of $27,000.

One tract stands out as having increased economic mobil-
ity. For the southwestern tract that makes up a portion of
speedway, the average low-income child earns $37,000 in
adulthood. However, this difference is more about demo-
graphics than increased opportunity in the tract. Almost
all children born in this tract during the study period were
White, and White children earn more in adulthood on av-
erage.

[¢] 25 50 75 100

50 75 100
Northeast Area

The northeast area is made up of five census tracts south
of 56th Street and west of Post Road. The outcomes for
low-income children here were at or below the city-wide
average, ranging from $22,000 to $27,000. This is the
same range of outcomes as the northeast area, with the
exception of one tract in Speedway.
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The chart below show how outcomes diverge for White
and Black children born in these neighborhoods. On av-
erage, low-income White children from the northeast and
northwest areas grew up to earn between $30,000 and
$32,000. Black children grew up to earn $22,000. This
racial opportunity gap is about the same size ($8,000-
$10,000) in these neighborhoods as for the city overall
($9,000).
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Putting Data into Action

In light of this and other community level data, one orga-
nizer is working to strengthen asset-based community de-
velopment in her neighborhood. Based on the importance
of social capital, illustrated in this analysis of economic
opportunity, she and her organization are championing
the involvement of community members in the “ground
floor” of community development efforts. By valuing feed-
back from neighbors, she ensures development efforts
meet the needs of community members and the process
itself builds ties between people that can lead to increased
social capital.
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Arguably, low-mobility communities may be able to be
transformed into high-mobility communities, given in-
creased levels of various forms of capital. One approach
to understanding how this occurs is Endogenous Growth
Theory (EGT),” 8 ° which is based on the idea that econom-
ic growth comes primarily from within any given commu-
nity, and is dependent on four variables: physical capital,
human capital, technology, and labor. Physical capital
includes infrastructure, such as roads, transportation sys-
tems (available cars and/or public transportation), clean
water, buildings, electrical service, and developed land.
Human capital can be measured in terms of health and
education—therefore improving health and education of
neighborhood residents would improve the human capital
in @ community. Technology includes not only hardware,
software, and connectivity, but also expert knowledge.
Finally, labor is the availability of workers.

All forms of capital that EGT proposes can potentially be
interventions by government or private (often nonprofit)
sources. In the past, government policy restricted physi-
cal capital improvements in what are now lower-oppor-
tunity neighborhoods, resulting in poor roads with few
streetlamps, non-potable water, and unsafe housing.
Addressing the long-term effects of these government
policies requires public re-investment in the infrastructure
in these neighborhoods. Similarly, human capital dispari-
ties resulted when public money was diverted from low-
er-income communities into higher-income communities
by restricting education funding to local property taxes,
and inaccessibility of affordable, quality healthcare among
lower-income communities. More equitable distribution
of education funding and increased access to affordable
health insurance and neighborhood primary care clinics
are potential changes that could address human capital
disparities, but are largely impacted by public policy.
Finally, labor is negatively impacted in low-opportunity
neighborhoods when adults in single-family homes face
challenges maintaining employment and raising their chil-
dren, and by the disproportionate number of community
memlbers who were previously incarcerated. Labor deficits
also relate to human capital deficits, when high-paying
employment opportunities are less available to people
with disabilities and those without a high school education
or equivalent.

Social capital can have as strong an impact on economic
opportunity as all the endogenous growth variables com-
bined. However, social capital is typically a development
from the health of a given community, not necessarily a
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causal factor itself. Social capital can have various forms:
bonding capital represents community trust and reciproc-
ity among neighbors for sharing of needed resources;
bridging capital represents how well connected a commu-
nity is to other communities, particularly their ability to get
or exchange resources from other communities; and link-
ing capital represents how well connected a community is
to centers of power, including experts, government work-
ers, political operatives, and economic resources. Many
segregated communities have reliable levels of bonding
capital. Moving families out of low-opportunity, low-mo-
bility communities can be harmful because it can lead to
cutting off ties from social resources, such as bonding
capital, which means families may not have access to help
when they need it, such as an emergency babysitter, help
with a car repair, or a ride to work. While typically lacking
in communities that were previously stripped of resources,
bridging and linking social capital can be remediated by
intentionally investing in a community’s ability to access
outside resources and increasing connections with, and
trust in, public services.

Finally, the origin of many of the problems these commu-
nities face is early law and policy that stripped commu-
nities of color of all these forms of capital. From enslave-
ment to segregation, and from continued segregation to
diversion of public resources largely white, middle-class
communities, the cost of those political choices continues
to be felt throughout our society in terms of strained race
relationships, and particularly in commmunities of color that
continue to lack needed resources, limiting economic op-
portunity. To foster equitability of opportunity, sweeping
investments must be made, targeting those communities
that were previously disenfranchised by law. This includes
directly addressing the permanent inequities impacting
communities of color, including through reparations at an
individual level, compensating those families who have not
been able to build assets because law and policy from
previous eras explicitly prevented their parents and grand-
parents from building assets.’"2 Further, multiple global
and U.S. studies have shown that cash transfers to poor
families have significant benefits not only to those fam-
ilies, but to the broader economic stability of that com-
munity, since that money is typically spent at local busi-
nesses.'*15181718 Not until a combination of neighborhood
reinvestment and individual reparations to those harmed
by past policies have been made, can we expect to see
equalized economic opportunity in those neighborhoods
Chetty measured as ‘low-mobility.”
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Actors

Public

Private

Addressing “wicked problems” like low economic oppor-
tunity in our communities does not have a simple solution.
It requires careful planning that actively engages com-
munity members who are disproportionately impacted
by these inequities. Additionally, such solutions require a
variety of public and private (typically nonprofit) actors
to pool their resources and expertise - building opportu-
nity in our communities will not be as successful if these
actors work in isolation from each other. These public-pri-
vate partnerships have the potential to make a big impact
when targeted at under-appreciated communities.

Beneficiaries
|

Communities Individuals
Public resources to Public resources to
communities individuals
* Development and e Cash assistance or
revitalization: Low- direct payments
Income Housing Tax * Housing assistance

Credits, Federal HOME
funds, Community
Development Block

¢ Owner-occupied
repairs, weatherization

Grant
¢« New Markets Tax
Credits
Public resources to Private resources to
communities individuals
e Community ¢ Credit union education,
Development Financial banking and financing
Institutions investments « Small business grants
¢ Philanthropic donations and loans
and grants «  Community programs,

e.g., Centers for
Working Families

The actors involved in building economic opportunity and
those in the community they target with these initiatives
may be understood in terms of a typology, in which public
or private actors provide opportunities or resources on
a community level, or directly to individuals who benefit
from these.

The resources that public and private actors provide may
be coordinated across discrete initiatives to address com-
munity or individual needs or may be leveraged to fund
and staff larger projects. Either way, strategic planning
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among these actors is important to maximize the poten-
tial benefit of community-based economic opportunity
improvements.

One example of a public-private partnership formed to
address the findings of the Opportunity Atlas is the Char-
lotte-Mecklenburg Leading on Opportunity initiative.”
Upon learning that Charlotte was ranked last in economic
mobility by the Opportunity Atlas, a group of public and
private leaders in the Charlotte-Mecklenburg area con-
vened as a task force in 2015 to create a comprehensive
plan to address economic mobility inequities in their com-
munities. The plan they developed accounts for the factors
that lead to enduring conditions of economic inequity
by creating an action plan that acknowledges both the
enduring impact of segregation as well as the effects of
social capital in communities. It focuses on determinants
likely to impact economic opportunity, social mobility, and
quality of life for individuals, including early childcare and
education, college and career readiness, and child and
family stability. Indicators at the individual, family, commu-
nity, and system levels are used to assess progress related
to opportunity determinants.

In Central Indiana, a variety of place-based initiatives have
targeted communities with a history of disinvestment and
economic disparities with the intention of improving the
flow of economic resources to and within neighborhoods
and their residents. Some of these initiatives include the
resources and work of state and local government in
combination with private resources, while others lie in the
domain of the nonprofit sector. In the case of tax credit
programs that provide capital for affordable multifam-
ily housing (Low-Income Housing Tax Credit, LIHTC) or
businesses in low-income areas (New Markets Tax Credit
Program, NMTC), local and philanthropic resources are
leveraged to meet requirements set by the federal govern-
ment or increase competitiveness during the application
process. Additionally, nonprofit community development
financial institutions (Community Development Financial
Institutions, CDFIs), such as Local Initiatives Support Cor-
poration (LISC) Indianapolis, are uniquely poised to invest
in communities by leveraging their own financial tools with
aforementioned public resources or private resources to
target low-income areas. LISC supports place-based de-
velopment through its ongoing community-based Quali-
ty-of-Life and Great Places 2020 initiatives and continues
to do so while encouraging expansion of inclusive entre-
preneurship and job creation opportunities that harness
the existing talent of participating communities.?®
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Public and private resources are also used to provide di-
rect support to individuals, whether or not they remain
in @a community or move to another community. For in-
stance, government cash assistance or payments that give
families the opportunity to address their immediate needs
and take advantage of other opportunities, or local credit
unions that offer families and small businesses higher risk
financing options at lower interest rates than commercial
banks. Community programs, such as the Centers for
Working Families, provide evidence-based financial and
employment counseling to families working to achieve
financial stability. These and other opportunities allow
families the opportunity to achieve economic mobility
within their own communities, encouraging economic in-
vestment, stabilization, and growth in these areas.

We selected the 25th percentile as the cohort to analyze.
This excludes children who fall in even lower income
brackets.

Definitions of the factors are based on a national model
and may need to be localized. Our next effort at a neigh-
borhood-level model of opportunity will make progress
on this front.

The neighborhood outcomes we observe are averages.
Within each neighborhood, there are many people with
widely varying outcomes. There are limits to what we can
learn by analyzing this aggregated data.

Many of the factors that clearly correlate with poor eco-
nomic outcomes are correlated with each other as well. It
is difficult to determine causal relationships when that is
the case. Again, a neighborhood-level model with make
progress here.
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