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INCREASING ECONOMIC OPPORTUNITY
FOR AFRICAN AMERICANS: LOCAL

INITIATIVES THAT ARE MAKING A
DIFFERENCE

TUESDAY, JULY 29, 2014

CONGRESS OF THE UNITED STATES,
JOINT EcoNoMIC COMMITTEE,
Washington, DC.

The committee met, pursuant to call, at 2:31 p.m. in Room G-
50 of the Dirksen Senate Office Building, the Honorable Amy
Klobuchar, Vice Chair, presiding.

Representatives present: Paulsen, Hanna, Carolyn B.
Maloney, Cummings, and Delaney.

Senators present: Klobuchar, Casey, and Murphy.

Staff present: Al Feizenberg, Connie Foster, Niles Godes, Col-
leen Healy, Christina King, and Robert O’Quinn.

OPENING STATEMENT OF HON. AMY KLOBUCHAR, VICE
CHAIR, A U.S. SENATOR FROM MINNESOTA

Vice Chair Klobuchar. Okay, we are going to call the hearing
to order. We are very glad we have a good number of people here
in attendance, and thank you so much for coming, and thank you
for this important conversation about increasing economic oppor-
tunity in the African American community.

I would like to thank Congressman Cummings, who has worked
with us to put this hearing together. Also, the people from my
hometown of Minneapolis who met with me. We had a really good
discussion about this issue, and talked about how not only do we
want to shed some light, continue to shed light on this issue, but
also talked about what has been working across the country and
some positive developments, as well.

I think we all know we have seen some positive developments in
our economy, and that is a good thing. We have seen stability. I
know in our State we are down to 4.6 percent unemployment. But
we still have a lot of issues with long-term unemployed and people
who, even though they have jobs, are not making enough money to
really pay the bills and make ends meet.

Paul Wellstone, who we miss every day in Minnesota, always
said: We all do better when we all do better. And that is really
what this hearing is all about.

There is much work to be done. We know that the unemployment
rate for African Americans has dropped significantly in the past six
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months, but it still remains well above the overall unemployment
rate of 6.1 percent.

In 2013, African Americans were 12 percent of the labor force but
24 percent of those unemployed for more than 6 months.

We are going to talk about some policy recommendations. I know
we will hear about them from our witnesses, and those are improv-
ing workforce training. We did just pass a bill on that out of the
Congress, but it is something we care a lot about. Education. Help-
ing families build wealth. Revitalizing neighborhoods. And helping
start their own businesses.

Harlem Children’s Zone is obviously a good example when it
comes to education. A birth-through-college pipeline of programs
reaching more than 12,000 young people annually, and has become
the gold standard for comprehensive education programs built on
outcomes- based models.

We also are going to look at increasing the number of African
Americans with STEM skills. We know that is important. I know
there is a young man I just met out there—there he is in his blue
shirt and orange tie—and asked him what his favorite subject is,
and his first answer was, “Math.” Very good. That was good.

And where’s your grandma? You showed me where your grandma
was.

(Nigel indicates where his Grandmother is sitting.)

Vice Chair Klobuchar. Okay, good. You should be very proud
of him. That was a good answer.

I am going to actually, instead of going through everything, be-
cause I know that I want to give Representative Cummings time
to speak as well and introduce our witnesses, so I am going to first
turn it over to Representative Hanna who is our chair today on the
House side, and then we are going to come back to Mr. Cummings
and hear from him, a few comments from him as well as intro-
ducing our witnesses.

Mr. Hanna.

OPENING STATEMENT OF HON. RICHARD L. HANNA, A U.S.
REPRESENTATIVE FROM NEW YORK

Representative Hanna. Thank you, Vice Chair Klobuchar,
Members, distinguished witnesses, grandparents, parents, and
scholars. Thank you for being here.

Let me begin by noting: Through the title of this hearing, Vice
Chair Klobuchar and her Democratic colleagues acknowledge that
Washington does not have a one-size-fits-all solution to every prob-
lem that Americans face.

Yesterday marked the 100th anniversary of the beginning of
World War I when Austria-Hungary declared war on Serbia. The
Great War disrupted the supply of immigrant labor to the Amer-
ican industries. In what became known as the Great Migration,
hundreds of thousands of African Americans moved north to fill
these positions.

July 2nd marked the 50th anniversary of the passage of the Civil
Rights Act of 1964 which outlawed discrimination in public accom-
modations and employment based on race, color, religion, sex, or
national origin. Through this Act, both Democrats and Republicans
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sought to close the opportunity gap generated by racial prejudice
and segregation.

Over the last half-century, there has been substantial progress in
narrowing the opportunity gap for African Americans. Fifty years
ago, less than 25 percent of African American adults had a high
school diploma; today, more than 85 percent do.

And there has still been a five-fold increase in the percentage of
college graduates. Inflation-adjusted median family income of Afri-
can Americans has nearly doubled. The percentage of African
Americans living in poverty today has fallen by more than a third,
and the percentage of children living in poverty has fallen by near-
ly half—but much, much more needs to be and can be done.

Nevertheless, the opportunity gap for African Americans remains
substantial. Much of what remains of the opportunity gap is caused
by a lack of education and job skills needed to prosper in today’s
economy.

The surest route to prosperity for every American is a good edu-
cation. For poor African American children raised by single moth-
ers in rough inner city neighborhoods, a good education, as Thomas
Sowell argues, is their greatest chance at a better life.

America has many great public schools with excellent teachers
that provide them with outstanding education. Unfortunately,
America also has failing public schools with struggling teachers,
many of which are in inner cities serving poor children.

Economically prosperous families can avoid sending their chil-
dren to failing public schools by either moving to a different neigh-
borhood with good public schools or enrolling them in private
schools. Prosperous families always have school choice.

Until recently, more families in inner cities had no choice. Their
children were forced to enroll in the assigned public schools even
if they failed to provide a good education. Over the past decade,
however, the public school monopoly for the poor has begun to
change.

Some governors and legislators working with parents have devel-
oped new and innovative approaches to provide all parents, regard-
less of their income or wealth, with choice for where their children
are educated.

The choice movement has taken a number of different forms:
charter schools, vouchers to attend private schools, and privately
funded scholarships to attend private schools.

One of our witnesses today is Eva Moskowitz, the founder and
Chief Executive Officer of Success Academy, a charter school sys-
tem in my own State of New York. She has overseen the expansion
from one school in 2006 to 22 schools serving 6,800 students—I un-
derstand soon to be 32 schools, serving many more students.

Her students are largely from the poor minority families. One of
the interesting statistics is that these students score in the top 1
percent in math, and the top 7 percent in English Language Arts
in state testing.

Americans are a generous people, willing to help the poor
through government-funded assistance programs and providing
charities. But Americans are also a practical people.

We want our safety nets to be temporary, helping able-bodied
working-age people to move from poverty into the middle class, and
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beyond. We do not want our safety net to trap the poor in a multi-
generational cycle of dependency.

Another witness today is Dr. Aparna Mathur who has identified
what local initiatives in social welfare programs can actually lift
women, especially African American women, out of poverty and
making economic growth even more inclusive for the poor.

She has argued for streamlining existing programs in order to
improve transparency about the implicit tax penalties associated
with each program. Ms. Mathur, Dr. Mathur, will offer Members
important lessons on how to restructure our existing anti-poverty
programs, improving the lives of current beneficiaries while pro-
viding a better value for the taxpayer.

I look forward to their testimony. Thank you all, again.

[The prepared statement of Representative Hanna appears in the
Submissions for the Record on page 30.]

Vice Chair Klobuchar. Thank you, Representative Hanna. We
have also been joined by Representative Paulsen of my home State
of Minnesota. We are over represented on this Committee. And I
will turn this over to Mr. Cummings.

Representative Cummings. Thank you very much, Vice Chair
Klobuchar. And thank you for holding today’s hearing to enable us
to examine how we can increase economic opportunities in the Afri-
can American community.

While the overall unemployment situation is improving, we must
ensure that all Americans have the opportunity to live the Amer-
ican Dream. We must remember that minorities, particularly Afri-
can Americans, have a long hard road to walk just to get back to
where they were before the Great Recession.

In a recent report entitled “Beyond Broke,” for example, the Cen-
ter for Global Policy Solutions and its partners have revealed just
how wide the gap between the net wealth of White households and
Minority households is. And they have detailed how extensive the
financial struggles of the Minority community really are.

Among other findings, this report explains that home equity ac-
counts account for 58 percent of the wealth of Whites; but it ac-
counts for more than 90 percent of the personal net worth of Afri-
can Americans. And African Americans are more than twice as
likely as Whites to hold no financial assets whatsoever, and to have
no, or negative net balance.

When African Americans are able to find work, they are more
likely to find themselves in minimum wage jobs in industries
where their salaries barely allow them to make ends meet.

There is much that we in Congress can do to help. We can raise
the minimum wage, which at the moment is not high enough to lift
a single parent working full-time above the poverty line.

We can immediately extend unemployment benefits, which are a
crucial lifeline for the millions of Americans who have lost their
jobs and rely on this modest benefit to cover the cost of housing,
food, health care, and child care.

And we can work with federal housing regulators to expand pro-
grams designed to help homeowners struggling with their mortgage
payments, and preserve the home equity that is so critical for the
African American community.
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We can also shine a light on local programs that are achieving
measurable economic results for Minority communities, including
African Americans, and I thank you, Vice Chair Klobuchar, for
holding this hearing to shine that light.

We must approach this with urgency, the task of lifting all Amer-
icans, including communities of color, out or poverty into economic
opportunity. And any initiative that has succeeded in this effort de-
mands our attention. And I say to you, we do not have the right
to remain silent.

On the panel today to discuss these issues is Ms. Angela Glover
Blackwell, the CEO and Founder of PolicyLink, a national research
institute advancing economic and social equity. Ms. Blackwell pre-
viously served as a Senior Vice President at the Rockefeller Foun-
dation. She also served as Vice Chair of the Board of Directors of
the Children’s Defense Fund; was a commissioner on the Robert
Wood Johnson Foundation Commission to build a healthier Amer-
ica; and served on the President’s Advisory Commission on Edu-
cational Excellence for African Americans. Earlier this year, Ms.
Blackwell was named a National Honoree by the Center for Urban
Families and the Fred and Rita Richmond Distinguished Fellow in
Public Life by Brandeis University.

Also with us today is Dr. Eva Moskowitz, the CEO and Founder
of Success Academy Charter Schools, a network of charter schools
throughout New York City. From 1995 to 2002, Dr. Moskowitz
served as a New York City Councilmember for the Upper East Side
of Manhattan, and chaired the Council’s Committee on Education
from 2002 to 2005.

Mr. William Bynum is the founding CEO and President of Hope
Enterprise Corporation and Hope Credit Union, a private, nonprofit
community development financial institution that provides banking
services and access to capital to 400,000 low-income residents of
Arkansas, Louisiana, Mississippi, and Tennessee. Finally, he has
advised Presidents Clinton, Bush, and Obama on community devel-
opment, small businesses, and financial services matters, serving
for 10 years as a Presidential appointee and Chairman of the De-
partment’s Community Development Advisory Board.

Finally, Dr. Aparna Mathur is a Resident Scholar at the Amer-
ican Enterprise Institute. She previously served as Adjunct Pro-
fessor at Georgetown University, a consultant for the World Bank,
and an instructor at the University of Maryland.

So I look forward to our testimony, and I thank you, Madam Vice
Chair, for including children. I have often said the children are the
living messages we send to the future we will never see. The ques-
tion is, how will we send them?

Thank you.

Vice Chair Klobuchar. Thank you very much. And I know that
Representative Cummings has another hearing, meeting that he
will be going to shortly, and I am going to have to vote. But I will
come back. Never fear. So I may have to turn over the gavel to Mr.
Hanna, or whoever else is here. I want to also mention Senator
Casey is with us from the Great State of Pennsylvania.

So let’s start with you, Ms. Glover Blackwell. Thank you so much
for being here.
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STATEMENT OF MS. ANGELA GLOVER BLACKWELL, FOUNDER
AND CHIEF EXECUTIVE OFFICER, POLICYLINK, OAKLAND, CA

Ms. Glover Blackwell. It is my honor to appear before this
Committee to talk about increasing economic opportunity for Afri-
can Americans.

The United States is on the cusp of a very important trans-
formation that is being fueled by the rapidly shifting demographics,
which show that by 2043 we will be a Nation which is majority
people of color: Black, Latino, Native American, Asian. But already
the majority of those under five are of color, and by the end of this
decade the majority of all children under 18 will be of color.

So we find ourselves in the situation in which investing in those
who too often have been left behind, while it continues to be a
moral imperative, has become a national and economic imperative.

In making sure that African American and others can fully con-
tribute to the Nation’s growth and prosperity, we really have to
focus as a Nation on work, place, and wealth.

In the context of work, certainly increasing the minimum wage,
expanding unemployment benefits, increasing job training pro-
grams, getting more youth summer jobs, and aligning job training
programs with real jobs are important, but Oakland actually has
a wonderful example, the Oakland Army Base, that has been shut-
tered for 20 years and is now being turned into a logistics hub for
the region.

And they are using this $800 million public/private investment,
which will cover a land base larger more than 200 football fields,
to be able to lift up the population that is too often left behind.

First, they are making sure that they limit the temporary jobs,
so that these are long-term jobs. Next, they are eliminating the
box. They are banning the box on application forms that too often
people who have been formerly incarcerated have had to check and
which has put them out of the running for a job. They do not have
to indicate that unless they are well into the process.

They are making sure that 25 percent of all the apprentice hours
go to the vulnerable populations of Veterans, people formerly incar-
cerated, and those who have had difficulty getting work. And they
are making sure that the jobs pay living wages and have benefits,
a very exciting example.

In Baltimore, a bioscience hub, they are making sure that the
jobs that are going to be available in bioscience get to those who
need them the most, by having mentoring programs for high school
students. They get mentored, and then they get moved into jobs,
a seamless process. Very exciting.

But we know that in this Nation, where you live has so much
to do with opportunity, particularly for African Americans, who live
in communities where the schools are often failing them, suffering
from disinvestment, in places where there are no jobs and little ac-
cess to jobs. They are wonderful examples of being able to turn
around this notion that place has become a proxy for opportunity.

The Promise Neighborhood Program is a wonderful example.
Building on the extraordinary success of the Harlem Children’s
Zone, where 12,000 children have been surrounded by all the sup-
ports that they need. One hundred percent of those children start
school ready to learn because of early childhood investments. Nine-
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ty-five percent of those children will graduate from high school and
have gone on and been accepted to college. And the schools are
really providing for those children.

But we also know that there are other local examples that are
important. Pennsylvania has really demonstrated to the Nation
that we can solve the problem of lack of access to fresh fruits and
vegetables, and the Healthy Food Financing Initiative is building
on that, making resources available; 5,000 jobs have been created
through this resource in Pennsylvania, and we are hoping for re-
sults beyond that magnitude across the country.

But we also know, in addition to work and place, that wealth
also matters. And the drivers of wealth are housing, inheritance,
income, but also education. And as we are thinking about creating
wealth, it is so important to understand that education not only
leads to being able to develop wealth because of employment. By
2020 47 percent of all jobs in this country will require at least an
associates degree. Only 28 percent of African Americans have it.

Not only does education lead to wealth, it can also be the cause
for wealth stripping, when so many students have to go into debt
and stay in debt and have their wealth stripped away because of
the financial crisis that comes from student loans.

Pennsylvania—I'm sorry, Tennessee has a wonderful example:
Tennessee Promise. Governor Haslam actually has a program in
which they guarantee—this program just started in May—that
every single student who graduates from high school can have two
years of free community college. Two years.

That means no loans for the first two years. That means they're
well on their way to the kind of investment that they will need to
do well in the future. We know what works. We need to lift it up,
put policy behind it, and create greater opportunity for all, includ-
ing African Americans.

Thank you.

[The prepared statement of Ms. Glover Blackwell appears in the
Submissions for the Record on page 32.]

Vice Chair Klobuchar. Thank you very much.

Dr. Moskowitz, thank you for being here, and thank you for
bringing your students from Success Academy with you.

STATEMENT OF DR. EVA MOSKOWITZ, FOUNDER AND CHIEF
EXECUTIVE OFFICER, SUCCESS ACADEMY CHARTER
SCHOOLS, NEW YORK, NY

Dr. Moskowitz. Good afternoon, Senator Klobuchar and mem-
bers of the Committee. Thank you for your attention to this critical
topic. I am also honored to be here.

I am Eva Moskowitz, the Founder and CEO of Success Acad-
emies. We started August 20th, 2006, with 155 students. Today we
have 32 schools K through 12. Our first high school we are opening
in a couple of weeks. We have just shy of 10,000 students; 3 out
of 4 of our students live below the poverty line; 94 percent are kids
of color; 15 percent of our children are special needs; and about 10
percent are English-language-learners.

And yet our students are in the top one percent in math and in
science for the past five years, even with the new addition of the
higher Common Core standards. And our kids are in the top seven
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percent in reading and writing. And we have been asked: Well how
are you doing this?

And I would argue that great schooling, world-class schooling is
terribly complex. It is also terribly hard. But there are some ele-
ments that are key, and I would say that in order to have a great
school, or set of schools, you really have to not only teach reading
and writing, but you really need to go beyond that. We have chess
as a fundamental and signature element. The amount of strategic
thinking you teach children through chess is actually quite pro-
found. Our kids competed in Dallas this year with 5,000 other chil-
dren from around the country, and they took home 1st place, 3rd
place, 4th, and 7th place.

Our kids are on the Math Team. We have 40 percent of our chil-
dren who are on the Math Team. That is unheard of in America.
It is usually a few kids. And what we really try and do is have kids
fall in love with mathematics. Our kids compete internationally on
the Math Olympiad and do exceedingly well.

We are also tremendous believers in science education. Our kids
start science in kindergarten 5 days a week. It is not a second-class
subject. We believe in inquiry-based science. Our kids do about 135
experiments every year starting in kindergarten. And if you want
to try and figure out how we make this country more globally com-
petitive and how we help our most vulnerable children, low-income
children in neighborhoods like Harlem and Bed Sty and the South
Bronx, it is a robust STEM education.

We also do coding starting in kindergarten, believe it or not, with
devices called BBOTSs, which are little robots that the kids can pro-
gram in a single direction. And by the time they get to middle
school, they are doing JAVA SCRIPT. And by the time they grad-
uate from high school, our kids will be able to program and earn
roughly $90 bucks an hour as programmers. We want them to go
to college and graduate first, but they will have that access to eco-
nomic opportunity.

It was mentioned that we have a number of students with us
here today. Our scholars are incredibly passionate about learning,
and our goal in schooling is to help children fall in love with school.

If you love learning, you can teach yourself anything. Part of our
success has to do with a robust teacher and principal training pro-
gram. Unfortunately, schools can either, as was mentioned, either
can be engines of opportunity or they can actually trap children
and they can be poverty traps. And unfortunately in America, we
have far too many failing schools.

We have far too many mediocre schools. And what we need to do
is to make sure that schools are really engines of opportunity. And
when we do that, we will provide a foundation for economic suc-
cess. Thank you, very much.

[The prepared statement of Dr. Eva Moskowitz appears in the
Submissions for the Record on page 44.]

Vice Chair Klobuchar. Thank you, very much.

Mr. Bynum is next, and I will be turning the gavel over to Rep-
resentative Maloney while we have a vote, and then I will return.

Mr. Bynum.
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STATEMENT OF MR. WILLIAM BYNUM, CHIEF EXECUTIVE OF-
FICER OF HOPE (HOPE ENTERPRISE CORPORATION/HOPE
CREDIT UNION), JACKSON, MI

Mr. Bynum. Good afternoon. Thank you, Vice Chair Klobuchar,
for the opportunity to speak before this Committee.

It is very encouraging that you are taking the time to focus on
opportunities and challenges related to African Americans because
as the Nation grows more diverse it is increasingly clear that all
of our interests, our common interests, are tied to the fact that we
equip these growing segments of the population with the capacity
to prosper, to support their families, and to contribute to our Na-
tion’s economy.

Over the past 20 years, HOPE, which is a community develop-
ment financial institution, has worked to accomplish this by under-
taking a range of asset development strategies in Mississippi, Ar-
kansas, Louisiana, and Tennessee.

During this period, we have generated over $2 billion in financ-
ing that has assisted over a half a million people. My comments
will focus on our core elements of work: That is, providing retail
financial services in what are becoming bank deserts across the
country; affordable home ownership; and support for entre-
preneurs.

Our primary financial service vehicle is a credit union with
29,000 members, federally regulated; 7 out of 10 of our members
are people of Color. Over half of them earn less than $35,000 a
year. And 37 percent were unbanked before they joined HOPE.

Since the financial crisis in 2008, we have more than tripled our
presence in low-income communities, often in communities that
have recently lost a bank. We have gone from 6 to 23 service loca-
tions at a time when 1,800 bank branches have closed across the
country; 93 percent in low-income census tracts. Of the 1,679 Zip
Codes in my service area, 61 percent, 1,031, have zero or one
branch; 723 have no bank branches.

Regarding home ownership, we expand access to home ownership
by offering mortgage products that emphasize the applicant’s abil-
ity to pay, not how much we can make in fees. We take the time
to understand their situation, what they can afford, and help them
develop a plan to succeed.

In 2013, 82 percent of our mortgages were to Minority borrowers;
52 percent were low-income; over half were female; and 86 percent
were to first-time home buyers. An annual survey of mortgage bor-
rowers indicates that 41 percent reported improved education out-
comes for their children since their families purchased the home.

We also focus on small business lending. We’ve been doing this
since we started, and nearly half of our commercial loans last year
were to Minority or women-owned businesses. The average wages
at these businesses that we finance was approximately $28,000,
significantly above the $23,000 poverty threshold for a family or 4,
or the $15,000 minimum wage. And 80 percent of the employees at
the companies we finance report that they have health insurance.

I hope this gives you a sense of what is possible when African
Americans and other under-served populations have access to a fi-
nancial institution that is committed to providing affordable and
responsible structured services.
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Related to this, I would like to make three—a few recommenda-
tions:

First, I really urge you to increase the amount and the focus of
federal resources that benefit persistently impoverished areas and
under-served populations. A quarter of the Nation’s persistently
impoverished counties are in my service area. A disproportionate
share of the residents are people of Color.

Increase the long-term investments in institutions like commu-
nity development financial institutions, cooperatively structured in-
stitutions like credit unions that have a track record in fostering
opportunity among African Americans that will produce the kind of
outcomes that I described earlier.

Second, I would support strong federal consumer protection
against products that target the under-banked and other vulner-
able populations, and support increased accountability by banks.

The mid-South has the highest concentration of payday lenders
in the country. Subprime lending is higher than it is anywhere
else. And combined with the bank closures in low-income and Mi-
nority communities, this is a recipe for disaster.

It 1s vital that you support strong rules preventing abusive finan-
cial practices and enforce laws that require banks to invest in com-
munities from which they derive profits.

These steps are essential for ensuring that Americans and fami-
lies can participate in the economic system in a viable manner.

I will close by quoting Dr. King, nearly five decades ago when he
gave his final speech to the Southern Christian Leadership Con-
ference. He put out a passionate call for economic justice. In that
speech, he emphasized the importance of well capitalized, locally
owned banks in Chicago and Cleveland as a critical part of the eco-
nomic success of African Americans in those communities.

We cannot allow financial services to become an extraction indus-
try in low-income, rural, and Minority communities only taking
revenue, while leaving large holes in those economies.

Community development, credit unions, community development
financial institutions like HOPE, have shown how a locally owned,
locally accountable financial institution can foster economic oppor-
tunities for historically underserved people and places.

Thank you.

[The prepared statement of Mr. William Bynum appears in the
Submissions for the Record on page 50.]

STATEMENT OF DR. APARNA MATHUR, RESIDENT SCHOLAR,
AMERICAN ENTERPRISE INSTITUTE, WASHINGTON, DC

Dr. Mathur. Vice Chair Klobuchar, and other members of the
Committee, thank you for inviting me to testify on the very impor-
tant issue of economic mobility and opportunity for African Ameri-
cans.

Economic mobility refers to the ability of an individual or a fam-
ily to improve their economic status, either within a lifetime or
across generations. It is a reflection of economic opportunities
available to parents and their children as they attempt to move up
the income ladder.

Amongst all races, economic mobility is of particular concern for
African Americans. Forty-four percent of African Americans in the
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bottom quintile stay there into adulthood, compared to just 25 per-
cent of comparable Whites. Therefore, from a policy perspective un-
derstanding the correlates of opportunity and mobility is extremely
important.

Segregation, both by race and income, is an important factor in-
fluencing mobility. Many studies find that African Americans who
live in segregated metropolitan areas have lower educational at-
tainment and lower earnings than their counterparts who live in
more integrated areas.

There are several approaches to alleviate these issues. Studies
advocate using community betterment projects in these neighbor-
hoods such as improving school building, reducing crime rates, or
investing in neighborhood infrastructure to encourage integration.

Other policies help individual home buyers or renters gain access
to existing neighborhoods. This approach is typified by the Commu-
nity Reinvestment Act of 1977 which was moderately successful in
reducing residential segregation.

Also, empirical economic studies suggest that housing vouchers
which moved African American children out of public housing and
into less distressed homes as part of the Moving To Opportunity
Project helped, as well, in reducing segregation.

In a paper from earlier this year, my AEI colleague Abby
McCloskey and I propose improving the human capital of disadvan-
taged city residents by introducing a greater degree of school
choice.

Studies focusing on charter and public schools in districts com-
prised mainly of Minority and low-income children suggest that
school choice has significant and positive impacts on student test
scores and attendance rates.

Some examples of the successes, as have already been cited, are
the Harlem Children’s Zone Program in Harlem, New York, which
combined charter schools with a web of community services de-
signed to ensure that the social environment outside of school is
supportive for children from birth to college graduation.

Another example is the Public School Choice Lottery in North
Carolina which ended the 30-year-old practice of busing students
across a district to achieve racial desegregation.

A few studies suggest that the more years of schooling African
American children attain the more likely they are to move out of
the bottom quintile. However, African Americans have a high
school dropout rate that is double that of Whites.

There is a growing body of research on using financial incentives
to motivate educational goals. The accelerated study and associate
programs granted full tuition waiver for full-time college at the
City University of New York, which was found to increase gradua-
tion rates. Roland Freyer of Howard has found that financial incen-
tives can be a cost effective strategy for raising achievement among
even the poorest Minority students in the lowest performing
schools if properly structured.

In our study, my colleagues and I propose a milestone credit
where low-income teenagers receive a cash bonus upon receiving
the high school diploma to realign the incentives to stay in school.
The milestone credit should begin as a pilot program to test its effi-
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cacy in improving graduation rates, the size of the credit required,
and the impact on lifetime earnings.

The next challenge is labor markets. African American unem-
ployment rates have been double that of Whites consistently over
the last 50 years. Recent studies suggest that this is the result of
racial mismatch rather than spatial mismatch.

In other words, unemployment is not a result of African Ameri-
cans living in areas with fewer jobs; but that even if they reside
in areas that are dense with jobs, these jobs are more likely to be
held by Whites.

One approach would be to allow employers to develop customized
job training and job placement programs based on their needs. A
current experiment along these lines is the Wisconsin Fast For-
ward Initiative.

This program allows employers to apply for state grants for
worker training, provided the employers hire the workers after
they are trained. Such programs can be targeted more specifically
at disadvantaged groups such as African Americans.

Certain federal and state government programs such as the
Earned Income Tax Credit have been shown to have a positive ef-
fect on the employment of single mothers and economically dis-
advantaged populations.

A possible improvement to the ITC would be to expand the credit
and extend the credit to childless individuals. About 33 percent of
African American teenagers, and 25 percent of African American
youth between the ages of 16 and 24, are unemployed.

Since teenage and youth unemployment leads to lower incomes
and fewer life opportunities, this is an urgent issue that needs to
be addressed. Apprenticeship and training programs for youth have
been shown to be effective at easing transitions of teenagers and
disadvantaged youth to jobs.

Since the 1960s, marriage rates have fallen more sharply for
blacks than for whites. One of the reasons for changes in family
structure is that increases in teen pregnancy rates mean more sin-
gle motherhood at very young ages.

Among all racial and ethnic groups, the teen pregnancy rate is
highest for Black teens. Traditional prevention methods have in-
cluded more birth control and sex education in schools. However,
nontraditional methods are also worth exploring.

A recent study finds that MTV’s “16 and Pregnant” show was re-
sponsible for one-third of the reduction in teen pregnancy rates in
an 18-month period.

As the cost of child care increases, many mothers with young
children may also decide to leave the labor force to care for chil-
dren, or scale back the hours they work, to balance household re-
sponsibilities.

In our paper, my colleague and I propose streamlining the cur-
rent child care subsidies and tax credits which are needlessly con-
fusing, have low recipient rates, and leave out many low-income
women who need them the most.

The core of our proposal is to substantially increase the amount
of the child care tax credit and make it refundable. The system of
tax credits and means-tested transfers, such as the EITC, TANF,
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SNAP, impose high marginal tax rates of up to 30 percent on low-
income households which discourages the workforce participation.

At the very least, combining some of these programs into a single
program could improve take-up rates and allow policymakers to ob-
tain a clearer understanding of the marginal tax rates faced by
low-income individuals.

To conclude, the most important challenges going forward are the
creation of stable family structure that will invest sufficiently in
the education and upbringing of the children, as well as providing
the right kind of high quality education.

In addition, improving labor market outcomes through the ex-
pansion of the EITC and other programs is important. I have pro-
posed seven reforms to existing welfare and workfare programs, as
well as incentives for teenagers and youth to attain higher edu-
cation.

Thank you. If you can address some of these challenges, America
may remain the land of opportunity for generations to come. Thank
you.

[The prepared statement of Dr. Aparna Mathur appears in the
Submissions for the Record on page 57.]

Representative Maloney [presiding]. Thank you. And I want to
thank all of the witnesses for being here today, and for their in-
sightful testimony.

In particular, I would like to welcome Dr. Eva Moskowitz and
thank her for travelling here from my home City of New York to
tell us about her organization and experience with working with
low-income children.

Her testimony mentioned an important point: the large skills gap
in our country that is keeping too many Americans from landing
stable, well-paying jobs.

Even younger Americans who just graduated from college, whose
school sets should be up-to-date, are finding it difficult to land good
jobs. And it is one of the highest unemployment rates for youth
that I have seen in my lifetime. And what is so sad about it is that
it just is cumulative. If you cannot find a job, then it gets harder
and harder going forward.

According to the Economic Policy Institute, over 25 percent of
young college graduates are unemployed or underemployed. And
this issue is a particular concern for Minorities and women, groups
that have been under-represented in the growing science and the
technology fields.

Currently, Minorities make up only one-quarter of the STEM
workforce, and African Americans only comprise 6 percent. I have
introduced legislation, the Minorities and Women In STEM Booster
Act to encourage more Americans from these sets and these com-
munities to think about a career in science and technology.

And Chairlady Klobuchar has a bill in to create 100 STEM high
schools across this country.

It is a priority of President Obama to encourage more young peo-
ple to go into STEM, particularly Minorities and women, and there
is a huge focus in this Administration on it.

So I would like to hear from our panelists about how we can en-
courage greater interest in STEM education and boost Minority
participation. And if you have an experience, direct experience that
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you have had successfully in working with Minorities to get them
into STEM.

And I am going to begin with the hometown girl, Dr. Eva
Moskowitz. Good to see you again, Eva.

Dr. Moskowitz. Good to see you, Congresswoman Maloney. Yes,
I think part of the barrier here is that we also have a teacher
shortage in this area, and it is very, very hard to find math and
science teachers, particularly at the high school level.

Representative Maloney. That is true. What do we do about
it? I have been to some of the high schools in my District, and the
teachers are literally from foreign countries in math and science.
So what do we do about it to get the teachers in those fields?

Dr. Moskowitz. Well longer term, these young men and women
behind me will be able to do that job. So it is sort of short-term.
If we do not train the kids, then we will not have the teachers later
on.
But I think short term what we have had to do is to become a
school of education. We have to teach our teachers the math and
the science in order to be able to teach the kids. It is hard, and
it takes resources, but it is doable.

You know, it is even harder in the field, frankly, of coding, be-
cause people obviously can make much more money in the private
sector. But there are actually ways to train teachers that are on-
line. Coding is something that, you know, people who have a knack
for it can learn pretty quickly.

There is an organization called TreeHouse that has 72,000 stu-
dents online, and is really providing training for the job market.
We need to use some of those resources for the field of education.

Representative Maloney. Dr. Glover, Ms. Glover Blackwell?

Ms. Glover Blackwell. Thank you. It is so important that
school boards adopt policies that make sure that STEM education
is just a standard part of the primary and secondary curriculum.

These issues just get pushed to the side when it is not something
that every child and every family is thinking about. In addition to
making it a standard part, we really have to focus on training.

Coding is so important. There’s the Black Girls CODE Program
in San Francisco, and also Code 2040, taking young African Ameri-
cans and Latinos and making sure that they have the skills that
they need to have an advantage.

And we need to make sure that companies are providing intern-
ships with employment opportunities at the end of the internships.
These kind of programs have been proven to make a difference.

The mentoring that things like Code 2040 provide is absolutely
essential, because so many young Black men and women, girls and
boys, do not see people who look like them in these jobs. So pro-
grams that connect engineers who are Black and coders who are
Black with these children make a tremendous difference.

And then we just need to put more money into it so every school
district has the resources they need.

Representative Maloney. I've got to tell you, the most success-
ful programs I have seen in New York are when industry comes in
and adopts a school—

Ms. Glover Blackwell. Yes.
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Representative Maloney [continuing]. And literally trains the
young people for the jobs that they have. IBM has done that. But
also in Harlem, some of the hospitals have come in for technicians
and things that they need.

In other words, where you really focus the education to what the
job will be so that you are fitting the child with the job.

Doctor—Mr. Bynum, I really wanted to tell you that I have—I
really appreciate and admire your work and HOPE brings financial
services to many communities that have been underserved.

The FDIC has reported that 21 percent of Black households are
unbanked, double the rate of other populations. Why do you think
S0 m?any are unbanked? And what can we do to remove the bar-
riers?

But I must tell you, I also serve on the Financial Services Com-
mittee. I was a little late because I was at that Committee meeting.
And a lot of what we tried to correct in Dodd-Frank were really
predatory abuse of policies towards the least fortunate in our soci-
ety.

They were really aimed at selling products to people that could
not afford it, so that they could get their fee and just let the chips
fall where it may. But even the CARD Act, which I authored to
protect from unfair, abusive practices in the credit card industry,
very much targeted the low-income community.

So the low-income community is often targeted with these preda-
tory practices and products, and I would like to hear your com-
ments on it. And do you think that the fees are just too high, over-
draft fees, ATM fees? Why are so many in the Minority community,
or many communities, unbanked?

Mr. Bynum. Thank you. That is something that we live with
and struggle with every day. We are a regulated depository, but we
have found that there are prudent ways to provide financial serv-
ices in low-income communities. As I've said, 40 percent of our
members were unbanked before they joined our credit union.

We have tripled our presence in what we are calling “bank
deserts.” Since the Recession, as banks have left in record num-
bers, there is unfortunately little accountability when banks decide
to leave these communities.

The Community Reinvestment Act, which is the law of the land,
requires banks to reinvest in those communities from which they
derive profits. It was based on a system when there were bank
branches everywhere. Now most of us have not been into a bank
branch in six months. We do everything electronically.

And when banks do not have branches, they do not have an as-
sessment area and are not held accountable to reinvest in these
bank deserts. They are leaving.

Representative Maloney. Oh, I did not realize that that had
really affected the Community Reinvestment Act with the new
technologies.

Mpr. Bynum. It has changed the financial industry dramatically,
as bank branches—you know, bricks and mortar and expensive.
People are expensive. And banks are in the business to maximize
profits for their shareholders.

As a credit union, our profits are used to reinvest in our mem-
bers: offer them lower rates on their loans; higher rates on their
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deposits. And so the business model exists that can benefit these
communities.

And banks, even some credit unions—I get into trouble with my
peers in the financial industry when I hear them have a knee-jerk
reaction to too much regulation. There is smart regulation. We saw
what happened in the absence of regulation——

Representative Maloney. Absolutely.

Mpr. Bynum [continuing]. During the financial crisis, and that is
why the Consumer Finance Protection Bureau is so important. It
is great to have an agency that is actually looking out for the inter-
ests of consumers and is holding banks more accountable to offer-
ing products that are not deceptive and abusive; and that hopefully
in the near future will put some brakes on the proliferation of pay-
day lenders.

Because as banks leave these communities, payday lenders are
going into them in record numbers. And those most vulnerable in
our society can least afford to pay 400, 500 percent for small-dollar
loans.

We have had so many people come into our doors where we had
to restructure debt traps that they were caught in to get them back
on their feet.

One woman in Memphis needed—she needed—she got accepted
into trooper school, State Trooper School. She needed $1,600 to buy
the uniform. She didn’t have the money because she had been in
a payday lending situation, and had gotten so trapped down in
debt. We were able to make the financing available to her. She’s
got—she’s in the Trooper School. She is on her way to a better job
and being able to support her family.

Representative Maloney. My time has long expired, but I ap-
preciate so much your testimony and all of the panelists. Thank
you.

Mr. Bynum. Thank you.

Vice Chair Klobuchar [presiding]. Thank you.

Representative Hanna.

Representative Hanna. Thank you.

Dr. Moskowitz, you mentioned in your testimony that schools
need to be incubators of opportunity, not poverty traps. Yet Dr.
Mathur, to that point, you mentioned—correct me if I am wrong—
but if you are born in poverty, you have something like a 70 per-
cent or so chance of, to be callous, dying in poverty.

And we know that education is that single best way around that.
We have Nigel, and Ananda, and Aida back here, proof that you
can break out of that with enthusiasm. I listened to them earlier
and they are just excited about what they are doing and where
they are at the Success Academy.

So, Dr. Moskowitz, I have a question for you that seems to me
there is no reason to pit anyone against anyone when the outcome
we’re all looking for is the same. So my question is a simple one,
I think.

How do you make children love education?

Ms. Moskowitz. It’s a simple question. It’s the $64,000 question,
and I would say that there are many ingredients. But I think with
all the technical fixes, and expertise, we have forgotten something
incredibly important in education, which I think all parents know.
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But actually, schools have to love children. They have to know
when they walk through the gate that the principal loves them,
and that their teachers love them, and every adult in the building
loves them.

Obviously you need more than love to run a great school, but I
don’t think that can be underestimated, the emotional bonds that
we have with our students. At our schools, every principal greets
every student every day, and says goodbye to them every day. And
every adult in the building is expected to know every child’s name.

Two of the three students behind me, Aida and Ananda, were my
students when I was the principal of the first school. And having
that relationship not only with the kids but, frankly, their parents
and their grandparents is very powerful in terms of motivating
kids to love school.

I also think when you think about school design—and I do think
we have to think more about school design very, very deliberately—
we often think about school design from the adult’s point of view:
what is convenient? What is the least amount of work?

My best example of this is when schools do not allow recess when
it is cold out. I don’t know about you, but I've never met a child
who is cold when it’s time to go outside. They usually—you’re fight-
ing with them to put on their winter jacket, not the other way
around.

Vice Chair Klobuchar. Unless you’re in Minnesota and it’s 10
below zero.

Dr. Moskowitz. Yes.

Vice Chair Klobuchar. I just had to put that on the record.

Dr. Moskowitz. Fair point.

Vice Chair Klobuchar. Or 30 below.

Dr. Moskowitz. But at our schools, winter or not, kids like to
put on their snow pants and, assuming it’s safe of course, go out-
side and run around.

And so if you imagine all of schooling designed from the point of
view of the kid and what do they like to do, and how do you make
school really, really interesting. We say to our faculty and to our
principals, if there were no laws mandating school and parents did
not need child care—which is very hard to imagine; I say that as
the mother of three—would the kids come to school?

And I think in many, many cases in America they would not.
They would not choose to come to school. And we have to make
sure that as educators we don’t treat children as a captive audi-
ence.

Representative Hanna. How do you engage the—in what fash-
ion do you engage the parents of these children? There must be
something different about that. Go ahead.

Dr. Moskowitz. Well, we partner with parents. That doesn’t
mean that parents run the school, but we do have a very profound
respect for our parents. They are their child’s first teacher and last
teacher. And no matter how many hours a day we have their chil-
dren, respecting parents, but also demanding that parents can’t see
the school as the babysitting operation where they then check out.

It’s got to be a true partnership between the school and the par-
ents. The school can’t do it alone. Parents can’t do it alone. We to-
gether, their children join us. We call it a 13-year marriage. We're
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i?l it together, and we’ve got to see their kids through thick and
thin.

And we have some very concrete demands that we do make of
our parents. And the most important is reading to their child every
night K to 2. And then starting in 3rd grade, our kids must read
45 minutes a day.

R(}elpresentative Hanna. My time has expired. Thank you, very
much.

Vice Chair Klobuchar. Thank you, very much. We'll turn to
Senator Casey.

Senator Casey. Thank you, Madam Chair. I want to thank Vice
Chair Klobuchar for having this hearing on a very important set
of topics to focus on. I want to thank our panel for your testimony
and for your work in this area.

I will not get to each of you for a question, but I wanted to start
with Angela Blackwell, not only because you mentioned Pennsyl-
vania once in your testimony and you referred to a Pittsburgh pro-
g}l;am in your written testimony, but I might as well just start
there.

But the real reason was that you did highlight the Pittsburgh
Central Keystone Innovation Zone as a good example, and I wanted
to—an example in terms of job creation and a real strategy that
leads to that. And I just wanted to get your kind of summary of
why you think that program is successful, and whether or not—I
am assuming you would answer, yes, that we should scale up those
programs like that, but whether you think it is possible and what
we can learn from that example.

Ms. Glover Blackwell. Thank you for the question. And I have
been so happy that I can lift up Pennsylvania as examples in more
than one area.

I think that the Keystone Project actually demonstrates what we
can do when we target and when we are deliberate. And it is so
important that as we are talking about the plight of African Ameri-
cans, how they have been marginalized in the economy, over-incar-
cerated, and pushed aside when it comes to so much that is essen-
tial for being able to reach your full potential, that as you are look-
ing for strategies, you not start as if you have a blank slate and
all that has not happened before.

It is so important to acknowledge the struggle, the impact of that
struggle, and to target strategies. And so we are seeking examples
around the country, and Keystone is just one of those examples,
where in the creation of something that is going to be good for the
region, good for the city, we think that we have to do multiple
things at the same time.

The need is too great for us to have a special program to deal
with every one of the things that has to be addressed. When we
are thinking about the things that the economy needs, things that
the region needs, that is how we are going to achieve equity and
full inclusion: by targeting strategies, making sure that we are re-
moving barriers, measuring outcomes, engaging partners, and
doing this in a public/private way.

And I think that Maryland, Pennsylvania, California, so many
places are learning this and solving our social problems as we solve
our economic problems.



19

Senator Casey. And even as we look—and we do have in our
State a number of good models—but even as we look at those, I
cannot, nor can anyone in our State, be satisfied with these num-
bers when you consider that the African American population as a
percent of the adult population in our State is 10.4 percent, yet the
unemployment rate is 12.4.

The same holds true for long-term unemployment: 2.5 for all
races, more than double that, 5.4, for African Americans. So we
like a lot of places have a long way to go. But I was grateful you
mentioned that.

I am also grateful for the Healthy Food Financing Initiative,
which as you know is a national strategy, but it is being carried
out in a lot of states. And we are grateful for that.

I know I am low on time, but I wanted to get to a question for
Mr. Bynum. I note for the record that a lot of what has been talked
about today in terms of strategies that work, I was particularly
pleased that the JEC staff noted in the memo for the hearing on
page 4 in terms of kind of efforts that can reduce these numbers
that we highlight, expanding early childhood education—I am read-
ing from the memo here, quote:

“Expanding access to quality, affordable preschool education can
close the gap in school readiness between some African American
children and their peers.” Unquote.

That is a passion of mine, and I know a lot of people here in both
parties. We have not been able to get agreement on it, but I think
all of us know if kids learn more now they are going to earn more
later. That is not just a nice rhyme, but it happens to be true, and
all the data shows it. So I know that many people here are focused
on that as one of the strategic focuses.

Mr. Bynum, maybe I will submit it for the record and you can
answer 1t for the record in a longer form, but in the world of fi-
nancing and capital, if you could highlight one strategy or one ef-
fort that Congress could undertake that could actually pass, what
would it be?

And if you want to answer that, you can, but you can add more
in a written statement, if you would like.

Mr. Bynum. I would focus on—again, I appreciate the focus on
strategies that work. And I think, while the Community Develop-
ment Financial Institution Fund in the Department of the Treas-
ury is relatively small, the results have been staggering.

It has been able to leverage capital from private investors into
low-income distressed communities as these banks are leaving, and
the results are targeted investments in communities that we all
need, but low-income communities lack.

So I would say increasing investments in the CDFI Fund, and fo-
cusing those efforts and those resources in a more targeted way on
persistently impoverished and underserved communities.
ChSenator Casey. Thank you, very much. Thank you, Madam

air.

Vice Chair Klobuchar. Thank you very much. Representative
Paulsen.

Representative Paulsen. Thank you, very much.

First of all, I have to say it is a real pleasure to see Dr.
Moskowitz here. You and I have not had a chance to interact since
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you and I were both in the Aspen Institute’s first Rodel Fellowship
Program.

I will start out by saying I think you are truly a hero to thou-
sands of New Yorkers of modest means who have been able to see
their children get a better education. And as a mathematics major
myself, it is fun to see Nigel here talk about his enthusiasm for
math down the road.

Let me follow up on what was mentioned earlier, because I also
agree with the comments you made in your testimony about having
engines of opportunity, incubators of opportunity, and not having
poverty traps. That is the foundation of building success and skills
in the future workforce that we will need to fill.

You talked a little bit about school design, interaction with par-
ents, and teachers, and principals. Would you say that having
equipped students with not only the skills they need but the con-
fidence, the hope, and their treatment as adults motivates them to
personally invest in themselves, and then hold themselves respon-
sible to succeed?

Dr. Moskowitz. Yes. Confidence, you know, breeds—confidence
generated by mastery, and that is a really important point, because
I sometimes think schools pursue self esteem that is not connected
to mastery. But in schools where mastery is driving the confidence,
our kids just know how to tackle difficult problems.

It is really interesting. On the Math Olympiad, the kids really
have to think. It’s a problem, and when they are practicing for
that, you know, it can go on an hour or two. And they're little. And
so they have to be able to puzzle through it. They cannot solve the
answer in 30 seconds.

Similarly, the chess games. The kids get two hours on the clock.
So those games last four hours when they are competing. And they
have to think for four hours. It’'s very funny. They are starving
when they’re done. They are very hungry. And we've learned the
hard way that our snacks are insufficient for that amount of think-
ing.

But I think we are a little bit afraid to challenge kids and allow
them to struggle intellectually, and we have to get over that. We
have to allow them to struggle, and also allow them to experience,
frankly, the pleasure of struggling intellectually, overcoming that,
and succeeding.

Representative Paulsen. Unfortunately, I won’t have a chance
to ask everyone on the panel a question, but, Dr. Mathur, you men-
tioned earlier in your testimony that segregated areas in cities
have lower economic opportunity and school choice equalling less
positive results.

You spoke a little bit about the EITC and welfare reform. Now
recently there was a little bit of attention in the news, because the
House Budget Committee Chairman, Paul Ryan, put forth this dis-
cussion draft on a proposal suggesting the consolidation of different
anti-poverty programs, I think 11 different anti-poverty programs,
into one Opportunity Grant. So then states could participate and
I guess incorporate work incentives into that safety net and reallo-
cate welfare dollars where they are needed most.

Would you agree that program consolidation would help impover-
ished families get those specific needs met from one overall pro-
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vider? And if you are familiar with the draft, maybe you can offer
some insight.

I know this has just started that conversation.

Dr. Mathur. Right. I think in our own research we do suggest
that. So we know we are spending about $800 billion on anti-pov-
erty programs that we have, these whole slew of programs that the
problem is that people don’t know about the eligibility for different
programs. Their takeup rates are low because they just don’t know
if they will be eligible for multiple programs at the same time.

So there is a lot we can do to improve transparency. And I think
the first step towards that is consolidating programs into a few pro-
grams that people can understand, that they know they are eligible
for, and which would improve takeup rates, and particularly target
low-income people.

So I think I agree with those proposals. I think there are a lot
of programs that we could combine and make more effective, given
that we have so many that exist today.

The other issue with these programs is also the phase-in rates,
the phase-out rates, the fact that people are going off the program,
you know, low=income people are going off the programs and facing
really high marginal tax rates which affects their incentive to par-
ticipate in the labor force.

So again, having transparency, reducing the number of programs
into a few programs, and understanding what the tax rates are ac-
tually faced by these low-income people would really help.

Representative Paulsen. Thank you, Madam Vice Chair. I
yield back.

Vice Chair Klobuchar. You have a minute left, or 20 seconds.
I notice that Ms. Glover Blackwell wanted to answer, raised your
hand up there. We'll give her a little time.

Ms. Glover Blackwell. Thank you. Thank you for the 20 sec-
onds. I did want to say that I worry a lot about the consolidation
of all those programs and pushing them to the states to make deci-
sions.

Very important. We saw when we had the recent Great Reces-
sion that it is so important for the Federal Government to be able
to increase food stamps and make sure that we are not hungry. We
do not want to just leave that to the states. We have to have a floor
below which we do not let people fall.

I don’t think that we yet have gotten to the place as a Nation
where we can abandon the federal responsibility to make sure that
we always maintain a floor. I think that there is room for innova-
tion and states should be encouraged to do that, but we cannot
abandon the floor. That is a national responsibility.

Thank you.

Vice Chair Klobuchar. Senator Murphy, welcome.

Senator Murphy. Thank you, very much, Madam Chair. Thank
you for all of you being here. I am sorry that I came a little late
but I got the chance to read a lot of your testimony.

I wanted to maybe talk about two very diverse subjects, one that
I will direct at you, Mr. Bynum, and am happy to have other peo-
ple weigh in on this.

Last week, Bank of America announced that they were closing
two branches in the north end of Hartford, which is the predomi-



22

nantly African American section of the city, leaving only one bank
in the entire north end of the city. There are a lot of other ATMs,
but there would only effectively be one, maybe, depending on your
definition of the neighborhood, two retail banking locations.

And the excuse was that there wasn’t enough traffic, and that
people could just access banking online. The reality is that online
connectivity in that neighborhood is pretty miserable as well, and
there are plenty of alternatives to traditional banking—check cash-
ing locations at the top of the list.

So I am hopeful that I am going to be able to prevail upon Bank
of America to reconsider closing at least one of those two locations.
But let me ask you about that question about how you convince
banks to be located in economically distressed neighborhoods—
which, you know, in my state often tend to be neighborhoods in
which you do have a high concentration of African Americans liv-
ing.

We have a real problem in Connecticut of people without banks.
You know, there are thousands of people in New Haven and Hart-
ford who have absolutely no bank that is attached to them and
their money, and thus they spend lots and lots of additional dollars
in alternatives to those banks.

It is not hard to understand when you walk around a neighbor-
hood and cannot find a bank. So how do we convince banks to look
on this question differently?

Mr. Bynum. I hope you are successful in convincing Bank of
America to revisit that, because I think that we have seen many
banks focus too much on profit maximization in the short term,
rather than looking at the needs of the communities where they do
extract tremendous profits.

The banks have had the most profitable year in history, $154 bil-
lion in profits last year, which is a dramatic turnaround from
where they were in 2008 or 2009.

There is a gentleman that was at the University of Michigan who
wrote a book, “The Fortune At The Bottom of The Pyramid.” He
I think made a very compelling case that the people in low-income
communities need the same things that everyone else needs. And
there are large numbers of people in these markets. And if banks
took the time to, and focused on serving them as opposed to moving
to more affluent communities which we have seen in record num-
bers, I think they would find that there are ways to prudently
structure financing, or as I mentioned in my testimony, 86 percent
of our mortgages were to first-time home buyers. At a time when
banks are focusing on refinancing, and very few new mortgage
originations to first-time home buyers, but our losses have been at
less than half a percent.

And so we know that with the proper structuring, with proper
counseling, things that they make available to more affluent cus-
tomers, people can succeed.

We also know that when there is a bank in a community, access
to business financing is more likely to occur. The same thing with,
as banks leave, you have a proliferation of payday lenders in those
communities.

There is a significant tie-in with the education conversation that
is going on, because communities cannot generate the revenue to



23

support schools if they do not have business, if the economies are
not vibrant. And the economies cannot be vibrant without strong
financial institutions.

The same thing. Kids don’t live in schools, they live in families.
They need households and communities. There are data that show
that when kids move into a home, not only do they do better in
school, but they have better recreation outcomes. Families report
that they feel they are in safer neighborhoods and it stabilizes
those communities. Increased tax revenue. Increased revenue to
support schools and other investments to strengthen these commu-
nities.

So there is a strong economic case to make, but I think public
policy has to hold banks accountable to staying in these commu-
nities and reinvesting in them.

Senator Murphy. Doctor—I'm not over my time, right?

Vice Chair Klobuchar. No.

Senator Murphy. Dr. Moskowitz, I assume that a lot of the con-
versation here has been centered around education, which is of
course the key to unlock the prospect of economic opportunity for
people throughout the country, African Americans of course in-
cluded, but there’s a barrier that happens in our schools for many
African American children, and in particular African American
boys. And that is, the school discipline process.

Many African American boys have their education interrupted,
and often ceased, because of an unjustifiably disparate way in
which we treat African Americans, particularly African American
boys, when they get in trouble in schools. And we all know about
the school-to-prison pipeline by which kids get suspended, and then
expelled, and then are in the juvenile justice system.

That is the quickest way to keep yourself on the outside of the
economy is to get yourself locked up. And the reality is that one
of the reasons that you have a disparity in the number of African
Americans versus the number of Caucasians in jail as adults is be-
cause you have a disparity starting in the schools as to how African
Americans are treated when they just goof off. And 95 percent of
school discipline is for nonviolent offenses, for kids that are just
late for class, or who are just being rude to a teacher, and then ul-
timately they end up getting pushed out.

So what do you recommend that we do about this continuing lin-
gering difference between the way in which African Americans, and
Latinos, but it’s really a problem more specifically to how African
Americans are treated with respect to school discipline, so that that
doesn’t become an increased burden that hamstrings individuals
and families as they try to progress through the educational system
into economic prosperity.

Dr. Moskowitz. Well often when there is disorder in schools,
children bear the brunt of the consequences. And it is usually the
adults who are not running the lunchroom properly, or not setting
the expectations and teaching kids, you know, what the expecta-
tions are.

You know, we at Success Academies are somewhat old-fashioned
in that regard. We think we need to teach kids to say “please” and
“thank you,” and we need to make sure that there is real civility
and respect. And that is something we don’t expect children to
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come in automatically with, and particularly when you have a
bunch of five-year-olds together it can get chaotic and you have to
teach children how to interact in the school environment.

I liken it, you know, you act a certain way in a library. You don’t
act the same way when you're at the stadium. And that has to be
taught. But unfortunately, in many of our schools adults are not
taking responsibility for the behaviors that they are seeing, and
they are blaming the children, which is really unfair.

Senator Murphy. I wholeheartedly agree. Do you track school
discipline by the race of the student? And do you have any informa-
tion about whether that disparity, which does exist writ large, ex-
ists in the Success Academy Charter Schools?

Dr. Moskowitz. Well the vast majority of our kids are kids of
color, and there aren’t significant differences between Latino and
African American rates.

Senator Murphy. Thank you, Madam Chair.

Vice Chair Klobuchar. Thank you, very much.

I now have a few questions. We issued this report, and I thank
the JEC staff today, “Economic Opportunity in The African Amer-
ican Community,” and we did a state-by-state analysis and looked
at it regionally as well.

I guess I will start with you, Ms. Glover Blackwell. It actually
shows that the Midwest has the higher poverty—highest poverty
and unemployment rate for African Americans, as well as the low-
est median income for African Americans. And so African Ameri-
cans over the age of 25 in the Midwest are less likely to have a
post-secondary degree.

Why do you think they are worse than these other regions on the
economic metrics?

Ms. Glover Blackwell. The work that has really been looking
at social mobility in America has pointed out that the Midwest and
the South really are the areas where we are seeing the worst out-
comes across the board, particularly for African Americans.

In the Midwest we have a situation in which there was extraor-
dinary dependence on manufacturing. And we have seen a com-
plete shift from manufacturing to the service and knowledge econo-
mies, and the Midwest has not been fast in terms of making that
adjustment.

So you have an area of the country that has really suffered dev-
astation because of a reorganizing of the economy. In addition, Af-
rican Americans suffered historical discrimination, and that histor-
ical discrimination often had them coming in to the workforce and
making progress at a later point than others. And so when the re-
cession hit, they were hit hardest. They were let go. We have not
had an educational system that has been moving people into the
new jobs. And so the combination of a bad economy, the impact of
historical racism, and the impact of an educational system that has
not prepared people, has left the Midwest hurting, and really hurt-
ing in the African American community.

If I could just take a moment to comment on the school discipline
issue, too, because what we are seeing is that so many young Black
men are not able to get into work, even when it is there, because
of a criminal record. And it starts with the discipline in the school
system.
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California has really taken this up and started a Select Com-
mittee on Men and Boys of Color, and they have lifted this issue
of school discipline up. They are tracking by race, what is going on,
and they have eliminated schools being able to suspend children
because of “willful defiance”, which is so nebulous: anything can
come under it. This is forcing people in the schools to pay more at-
tention. It starts there. It ends up with unemployment.

And I think the Midwest is suffering more from all of these
things.

Vice Chair Klobuchar. Yes. Because what is interesting, and
you and I talked about our situation in Minnesota where we have
a gap with people of color, yet we have the lowest unemployment
rate in the Twin Cities in the country. And I think part of this is
that the manufacturing that we have now requires different manu-
facturing skills than the manufacturing you're talking about that
was traditionally in the Midwest. And that we similarly have not
adjusted in our schools and through the way we approach work-
force training to the new reality.

And we have, you know, two-thirds now of our manufacturers in
our state who still have openings for people. And they are not all
in the Twin Cities, so there are some mobility issues. But I think
part of it is the workforce training issue.

And if you could comment on that, and also what we could be
doing more. I know Secretary Duncan came out to Minnesota and
some of our areas are doing some innovative things with busi-
nesses, and so the kids are actually getting degrees in high school
while they are in high school that will be a one-year degree, a two-
year degree, and they can then go on from there, or they can work
for awhile with those degrees.

Do you want to talk about that?

Ms. Glover Blackwell. Thank you. The truth of the matter is
that now the skills and education required to get the middle-skills
jobs, the advanced manufacturing jobs, are the same kind of skills
one needs to go on to college.

And so schools that are not preparing young people for a college
education are also not preparing them for the manufacturing jobs
that are coming online.

We also know that the job training programs too often are sepa-
rated from where the jobs are.

Vice Chair Klobuchar. Um-hmm.

Ms. Glover Blackwell. The best job training programs are pro-
grams that are developed with employers, with the employers help-
ing to design the curriculum and making arrangements for young
people who come through the programs to be fully trained to be
able to take those jobs.

California is actually taking advantage of the Workforce Innova-
tion Act to be able to align its training programs with jobs, so that
they are targeting the areas that are most vulnerable. They are
targeting the areas that need work most. And they are making
sure that the employers are working directly with the training pro-
grams so that we are targeting the jobs, and we are targeting the
people, and we can make the connection.

For all of the things we are talking about, the good news is: You
show me a problem, and I can show you a place in the United
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States where communities together are solving the problems. What
we have not done is figure out how to tease out the policy implica-
tions and take all this innovation and good work to scale.

Vice Chair Klobuchar. Okay. Dr. Mathur, I know you agree on
some of this workforce training. Do you want to comment on that
and how you believe we could take it to scale?

Dr. Mathur. Right. Absolutely. As I mentioned in my testimony,
I think the programs that are going to work right now are where
employers are taking on prospective—and this is a solution I dis-
cussed earlier when we were talking about the issue of long-term
unemployed. In order to get those people back into the labor mar-
ket, we need customized job training programs where the employ-
ers have an incentive to train the people so that they are ready to
take on the jobs that are offered to them.

And in Wisconsin I think they are trying exactly that kind of ini-
tiative where the employers are getting state grants to train, out
of the pool of unemployed, train people to fit the jobs that the em-
ployer eventually offers to them. So I agree completely with having
more training programs that are customized to get people on the
job and back into the labor market.

Vice Chair Klobuchar. And, Dr. Moskowitz, I know you com-
mented about your students getting—being able to be trained in
computer programming, which you said can pay like $90,000 a
year. So was part of the thought there that, one, you want them
to go to college, obviously, but they also have this skill they could
use immediately if they wanted to?

Dr. Moskowitz. Yes. We are just practical people and we want
to make sure that they can economically navigate the twists and
turns of life and having that practical skill, as well as it being in-
tellectually challenging and interesting we thought would put them
in good stead.

Vice Chair Klobuchar. Yes. And I think it is that kind of
thinking, this idea that we work more with where the jobs are, and
I've seen it work so well in places like Rochester, Minnesota, be-
cause the Mayo Clinic is there, and IBM has a major presence, and
it is easier for the community colleges, and the high schools, to see
exactly where there might be some immediate jobs, and then what
those longer jobs are that require more advanced degrees so they
can plan.

It is sometimes harder to do with the inner city because you do
not have the employers right there, and you somehow have to
match the way the education system is working with those employ-
ers. And I think to do it more broadly you have to look at what
those job classes are that are looking for those immediate jobs that
also pay well.

Dr. Moskowitz. And it is just challenging as the economy is
changing so fast, and schools tend to be sort of ossified that it is
hard for them to be agile and respond to the economic changes.

Vice Chair Klobuchar. And I think that is why in places like
that Rochester, or in Thief River Falls, Minnesota, where we now
have 200 job openings at one employer, they are able. They can go
right to the school district, and right to the community college and
say we're going to have 50 openings in this area. This is how much
it is going to pay. The parents know how much it is going to pay.
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And it is just easier to get the kids and the parents on board, I
think, as part of this.

Because people understandably after what Ms. Glover Blackwell
was pointing out, you know, after jobs have gone away and van-
ished that people thought they had, people get very cynical, espe-
cially in the manufacturing area, that that is going to be a job for
their child. Yet there are openings, and there are some well-paying
openings.

Mr. Bynum, I will just finish up with you. You have got clearly
something good going, and how do you think people in other parts
of the country can replicate the success you have had in the lower
Mississippi Delta?

Mr. Bynum. I think that it is great that we have been able to
help some people in the Delta, but we have clearly not helped as
many as needs exist.

Since the Recession, we have seen, as these banks have closed
and payday lenders have expanded, there is a need for account-
ability to require banks to reinvest in these communities. But when
they don’t, Community Development Financial Institutions have
demonstrated that we know how to deploy capital into these areas.

We have taken a relatively small amount of funding from Treas-
ury. We slowly gained access to other federal programs. The SBA
and USDA have tools that are very important in I think
prioritizing access to those tools by CDFIs is critically important.

The CDFI industry has grown over the country. There are some
in most Congressional Districts. We are not nearly at a scale we
need relative to the problem, and so I think investing significantly
more in long-term capital to support the expansion. And as Angela
said, there are models that work. They need to be taken to scale.

There also needs to be a continued focus on protections so that
payday lenders do not have a free rein to extract capital from com-
munities that can least afford it.

Vice Chair Klobuchar. Okay. Very good.

Do any of my colleagues have any additional questions?

Representative Hanna. Madam Chair?

Vice Chair Klobuchar. Okay.

Representative Hanna. There is a—Secretary Duncan has a,
it’s not universal, people, children 200 percent below the poverty
line who are pre-K. And you spoke, Dr. Mathur, about the connec-
tion between being born in poverty.

And, Dr. Moskowitz, can you give me a quick notion of how im-
portant it is towards breaking that intergenerational poverty that
pre-K is? In other words, going to school with that extra headstart?
Just take a minute.

Dr. Moskowitz. It makes the education much easier if you have
that early childhood foundation. I mean, it obviously can be done
when you get the kids in kindergarten. We are doing it at Success
Academies. But it is absolutely essential for worldclass schooling to
be educating 3- and 4-year-olds. We just have to be careful that it
is done well. Because if it is warehousing of children, that is not
worldclass education. But what you can do is you can really do all
the pre-reading work that needs to be done in terms of comprehen-
sion.
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It will be much easier to teach a child to read if they have heard
the same stories over and over again and can act them out. You
can do that in pre-K. Kindergarten is actually quite academic these
days, and we have to kind of rush kids into reading.

And so if you could do all that work, not to mention the social
and emotional skills that kids need, you could do so much more in
early childhood education if you could have the pre-K.

Representative Hanna. So the children who are not read to at
home, who do not have access to books, whose parents are not en-
gaged with them academically, pre-K can help equalize that oppor-
tunity of going to kindergarten?

Dr. Moskowitz. Yes. But I would also say it can support parents
in reading to their children. And don’t forget that that’s what great
schooling does: it inspires parents to be engaged in the academic
development of their children.

And it is when the children are young that parents are inclined
to. Everyone has a mama bear or a papa bear instinct; it’s just that
people aren’t quite sure what exactly to do. And pre-K can be that
community center where you involve parents from when their chil-
dren are very, very young. And that investment in parents will
carry you over the long haul.

So I think pre-K is seen as just about the kids. It is also about
the adults and getting everyone inspired to be committed to their
children’s education over the long haul.

Representative Hanna. Thank you, very much.

Thank you for indulging me.

Vice Chair Klobuchar. That’s okay. Anyone else have any
questions?

(No response.)

Vice Chair Klobuchar. All right. Well I want to thank our wit-
nesses today. These are great initiatives going on across the coun-
try. I think we all know there’s a lot of work to be done, and we
look forward to hearing from you again and working with you in
the future.

The record will remain open for five days for any Member who
wishes to put in some comments or additional questions. You can
wait for those, our witnesses.

The hearing is adjourned. And thank you for our three students
in the front row, and my interns that I think are in the back row,
for all listening and staying awake through the entire hearing.
Thank you, very much. The hearing is adjourned.

(Whereupon, at 4:00 p.m., Tuesday, July 29, 2014, the hearing in
the above-entitled matter was adjourned.)
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PREPARED STATEMENT OF HON. RICHARD L. HANNA ON BEHALF OF HON. KEVIN
BRrADY, CHAIRMAN, JOINT EcONOMIC COMMITTEE

Vice Chair Klobuchar, Members, and distinguished witnesses:

Let me begin by noting that, through the title of this hearing, Vice Chair
Klobuchar and her Democratic colleagues acknowledge that Washington does not
have a one-size-fits-all solution to every problem that Americans face.

Yesterday marked the 100th anniversary of the beginning of World War I when
Austria-Hungary declared war on Serbia. The Great War disrupted the supply of
immigrant labor to American industries. In what became known as the Great Mi-
gration, hundreds of thousands of African Americans moved north to fill these jobs.
There, African Americans enjoyed a level of economic freedom and prosperity that
they had not previously known.

Also, July 2nd marked the 50th anniversary of the passage of the Civil Rights
Act of 1964, which outlawed discrimination in public accommodations and employ-
ment based on race, color, religion, sex, or national origin. Through this Act, both
Democrats and Republicans sought to close the opportunity gap, generated by racial
prejudice and segregation, and provide African Americans with an equal opportunity
to pursue the American Dream.

Over the last half-century, there has been substantial progress in narrowing the
opportunity gap for African Americans. Fifty years ago, less than 25 percent of Afri-
can American adults had a high school diploma; today, more than 85 percent do.
And there has been a five-fold increase in the percent of college graduates. Inflation-
adjusted median family income of African Americans has nearly doubled. The per-
cent of African Americans living in poverty has fallen by more than a third, and
the percent of children living in poverty has fallen by nearly half.

Nevertheless, the opportunity gap for African Americans has not been completely
closed. Much of what remains of the opportunity gap is caused by the lack of edu-
cation and job skills needed to prosper in today’s economy, and the dependency on
discordant government programs, which penalize personal advancement and work.

The surest route to prosperity for every American is a good education. For poor
African American children raised by single mothers in rough inner city neighbor-
hoods, a good education, as economist Thomas Sowell argues, is their one chance
at a better life.

America has many great public schools with excellent teachers that provide stu-
dents with an outstanding education. Unfortunately, America also has failing public
zchools with struggling teachers, many of which are in inner cities serving poor chil-

ren.

Economically prosperous families can avoid sending their children to failing public
schools by either moving to a different neighborhood with good public schools or en-
rﬁlling their children in private schools. Prosperous families have always had school
choice.

Until recently, most poor families in inner cities had no choice—their children
were forced to enroll in the assigned public schools even if they failed to provide
a good education. Over the last decade, however, the public school monopoly for the
poor has begun to crack.

Republican governors and legislators working with parents have developed new
and innovative approaches to provide all parents, regardless of their income or
wealth, with choice for where their children are educated. The choice movement has
taken a number of different forms charter schools, vouchers to attend private
schools, and privately funded scholarships to attend private schools.

One of our witnesses today is Dr. Eva Moskowitz, the founder and Chief Execu-
tive Officer of Success Academy, a charter school system in my own state of New
York. She has overseen an expansion from one school in Harlem in 2006 to 22
schools serving 6,800 children. Her students, who are largely from poor minority
families, score in the top 1 percent in math and the top 7 percent in English Lan-
guage Arts in state testing.

Americans are a generous people, willing to help the poor through government-
funded welfare programs and private charities. But Americans are also a practical
people. We want our safety net to be a trampoline—helping able-bodied, working-
age Americans to move from poverty into the middle class. We don’t want our safety
net to be fly paper—trapping the poor in a multigenerational cycle of dependency.

Another witness, Dr. Aparna Mathur, has identified what local initiatives in social
welfare programs can actually lift women, especially African Americans, out of pov-
erty, and making economic growth even more inclusive for the poor. She has argued
for streamlining existing programs in order to improve transparency about the im-
plicit tax penalties associated with each program. Dr. Mathur will offer Members
important lessons on how to restructure our existing anti-poverty programs—im-
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proving the lives of current beneficiaries, while providing a better value for tax-
payers.
With that I look forward to hearing the testimony of today’s witnesses.
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“Increasing Ecenomic Opportunity for African Americans:
Local Initiatives that Are Making a Difference”

Good afternoon. Tam Angela Glover Blackwell, founder and CEO of PolicyLink, a
national research and action institute advancing economic and social equity by Lifting Up
What Works®. In addition, I serve as Vice-Chair of the Board of Directors of the
Children’s Defense Fund, I am a commissioner in The Robert Wood Johnson Foundation
Commission to Build a Healthier America, and I also serve on the President's Advisory
Commission on Educational Excellence for African Americans. Thank you for this
opportunity to speak about increasing economic opportunity for African Americans and
the local initiatives that are making a difference in that regard.

The Nation’s Shifting Demographics

America is in the midst of a demographic transformation in which people of color,
including African Americans as well as Latinos, Asians, Native Americans, and people of
other and mixed racial backgrounds, are rapidly becoming the majority. As America
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continues to become more diverse, the nation’s ability to achieve sustained growth and
prosperity hinges on how quickly we can erase lingering racial and class divides and fully
apply everyone’s talents and creativity to building the next economy. Equity, inclusion,
and fairness are no longer only moral imperatives—they are economic ones.

America's demographic shift is profound and unstoppable. In 1980, 80 percent of the
population was white. Today, it is 63 percent white and by 2043, the United States will
be majority people-of-color. Already, more than half of children under age five are
people of color. This shift is happening not only in cities, the traditional bastions of
diversity, but also in suburban and rural communities.

Latinos, Asians, African Americans, and other people of color are fueling population
growth throughout the country. Projections show that African Americans will grow
slightly from 12 to 13 percent of the population from 2010 to 2040, while Latinos will
increase from 16 to 28 percent over that time period.

Place Matters

This brisk pace of demographic change stands in stark contrast to the glacial pace
America is making to erase its racial divides. Millions of people of color live in
neighborhoods that lack the basic infrastructure — good schools, transportation, grocery
stores, job opportunities — that everyone needs to be healthy and productive. African
Americans go to the worst schools, face the highest rates of joblessness, are concenirated
in the lowest-wage jobs, and have the fewest opportunities to move up and enter the
middle class. Many historic African American neighborhoods have suffered from
decades of disinvestment, and redevelopment efforts too often fail to address the needs of
existing residents while making the neighborhood more attractive for newcomers.

Today, where you live is a proxy for opportunity. You are more likely to thrive if you
live in a community with parks and playgrounds, grocery stores selling nutritious foods,
access to good jobs, public transportation, clean air, safe streets, good schools, ample
health care and social services. However, if you live in a neighborhood without these
essentials, you are more likely to have poor health and lack the pathways needed to
connect to the economy and manifest your full potential in the world of work.

Inequitable neighborhood environments that do not provide the ingredients needed for
economic success are at the root of our nation’s racial gaps in employment, wages, and
opportunity. Eliminating them requires comprehensive policies and strategies that
dismantle racial barriers to opportunity, and transform ailing communities into healthy
places. These policies and strategies should be targeted to the people and places that need
them the most. For example, boys and men of color often suffer the most from lack of
opportunity due to structural racism and decades of disinvestment. Federal initiatives
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like My Brother’s Keeper, that focus on ensuring access to opportunity for African
American young men and other young men of color, can go a long way toward
connecting these young men to education, meaningful work and the skills they need to
succeed.

What Can Congress Do?

How do we ensure that African Americans are able to access what they need to be
healthy and productive?

Policymakers and government officials should focus on three key areas:

e First, we need to connect low-income African Americans to meaningful work.

¢ Second, we need to make sure that the places where African Americans live are
sustainable communities of opportunity that allow everyone to participate and
prosper.

¢ Third, we need to pay attention to wealth and its drivers: housing, income,
education and inheritance.

1. Jobs: Connecting low-income African Americans to meaningful work

Local, state and federal governments should also focus on improving the quality of
existing jobs and connecting communities of color to these jobs. When new jobs are
created, they should be accessible to all, including those who face barriers to
employment, such as the long-term unemployed, disconnected youth, people with
criminal records, and workers without advanced education or training. African Americans
tend to be overrepresented amongst all of these groups.

New and existing jobs also need to be good jobs that pay family-supporting wages, offer
benefits, and provide opportunities for upward mobility. A low-wage economy drags
everyone down and hits people of color hardest since they make up a disproportionate
share of the low-wage workforce.” Women of color and tipped workers are
disproportionately affected. Women of color currently make up nearly one third of the
workforce, are twice as likely as their white female counterparts to be employed in lower-
wage sectors such as the service industry, and earn only 70 cents on the dollar earned by
male workers in general. Tipped workers have a minimum wage of $2.13, and are nearly
twice as likely to be poor than are non-tipped workers.

One employment area worth noting is publicly funded construction jobs. As older
buildings are retrofitted to meet local and state green standards, and new buildings are
designed to comply, construction jobs are opening up in cities nation-wide. All federal
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agencies have the opportunity to incentivize state and local governments to prioritize
local and targeted hiring strategies in order to get more low-income African Americans
into high-quality construction careers. These opportunities are available in other
industries throughout the country as well: biotech, technology, healthcare and
transportation are just a few.

Federal Initiatives that Are Making a Difference

Indexing the minimum wage to inflation, and including tipped workers in the subsequent
raise, would be a big step toward providing a living wage to low- income people of color.
Raising the minimum wage is good for job growth: the District of Columbia and the 13
states that have raised their minimum wage since January 2014 have seen more job
growth than those that have not raised their minimum wage.?

One federal initiative, the GROW AMERICA Act, the proposed transportation
reauthorization bill submitted to Congress by the Obama Administration in April 2014,
has bold, unprecedented provisions allowing for local hire on federal transportation
construction projects, and allows for targeted hiring strategies to be implemented that can
grow underrepresented groups in the construction trades. During the next 10 years, the
transit industry will need to hire and re-train more than three-fourths of the current
workforce.> GROW AMERICA would allow for the awarding of federally-funded
highway or transit contracts,” partially on the basis of the extent to which the contractor
guarantees that a portion of work hours would be performed by workers from low- and
moderate- income households living in communities nearby the project, particularly
where the unemployment rate exceeds the national rate. This would provide an important
tool for communities that are struggling with high rates of unemployment among workers
of color and low-income workers. Such a tool can be used to leverage transportation
investments to employ these workers in quality, good-wage jobs in the transportation
sector, including construction, operations, maintenance, and repair.

Local Initiatives that Are Making a Difference
Minneapolis, Minnesota: Summit Academy OIC (SAOIC)

In North Minneapolis, SAIOC is a community-based vocational training and job
placement program training local workers for the increasing pool of construction jobs in
the region. Minneapolis® construction workforce is predominantly white and aging®. As
the current workforce prepares to vacate construction jobs, SAOIC is training 450
students per year from low-income communities, to earn GEDs and certificates in
construction, nursing assistance and community health work. SAOIC leverages its
relationships and agreements with contractors, unions and state agencies to place more
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than three-quarters of its graduates in positions immediately upon graduating from the
twenty-week training program.

Baltimore, Maryland: BioTechnical Institute of Maryland, Inc. (BTT)

In Baltimore, Maryland, home to one of the largest bioscience clusters in the US, the
BioTechnical Institute of Maryland, Inc. (BTI) is partnering with employers to give low-
income residents an entry into the bioscience sector. BTI trains local high school
graduates for technical positions that usually require college degrees, ending their
participation in the program with a paid internship. More than three- quarters of their
graduates to date have been employed in skilled entry level jobs with average starting
salaries slightly higher than the city’s median income. In addition, graduates of the
program graduate with credits toward an associate degree, part of BTI’s collaboration
with a local community college, and 40% of graduates have gone on to earn an
associate’s degree. Some even go on to four-year colleges.

Pittsburgh, Pennsylvania: The Pittsburgh Central Keystone Innovation Zone

The Pittsburgh Central Keystone Innovation Zone (PCKIZ2), a consortium of universities,
businesses, government agencies and community organizations brought together by
Duquesne University in 2007, is connecting underserved communities to meaningful
work in the knowledge-driven and technology economies by increasing the number of
startups and relocated firms in the zone. PCKIZ also leverages the economic activity
stimulated by the arrival of these businesses to benefit residents of the African American
Hill District community, which has not benefited from recent economic growth in the
region. The PCKIZ focuses on information technology, advanced manufacturing,
nanotechnology, biotechnology, energy, health care IT, and medical devices. The zone
has been successful: since 2008, 41 startups have opened in the zone. At least 225 jobs
have been created or retained, and 20 percent of the companies are owned by African
Americans (versus 10 percent in the region). In 2011, together with community partners,
the zone received a grant of almost $2 million from the federal government through the
Jobs and Innovation Accelerator Grant Competition to further this work, specifically in
the local energy and health care industry clusters.®

Oakland, California: Oakland Global Trade and Logistics Center (site of the former
Oakland Army Base)

A massive project to redevelop the shuttered army base in Oakland, California, will
create hundreds of good jobs and training opportunities for local residents, under a
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landmark agreement crafted jointly by the city, the community, unions, and the
developers. A thirty-organization coalition called Revive Oakland led the community
campaign to make sure this large-scale development strengthens the local economy and
opens opportunities for the people who need them most.

The $800 million public-private venture is Oakland’s biggest development project in
decades. It will transform public land the size of 200 football fields into an international
trade and logistics center serving the Port of Oakland and supporting the development of
a stronger, more globally-connected regional economy. The first, $500 million phase of
the project is expected to create more than 1,500 construction-related jobs over the next
seven years, and 1,500 permanent jobs in operations. The agreement, which covers this
first phase of the project, guarantees that half the jobs will go to Oakland residents.

The agreement sets the most far-reaching job standards yet for Oakland and for the
warehouse industry nationwide. For the first time anywhere, the use of temporary
employment agencies to fill warehouse jobs will be strongly limited. This puts the brakes
on a growing practice that has reduced wages and job security industry-wide.

The agreement sets several other important standards:

« Formerly incarcerated residents will have better employment prospects, because
job applications must “ban-the-box,” meaning that they may not ask about prior
convictions. The provision recognizes that local-hire targets must be coupled with
rules to “ban-the-box,” or too many people will continue to be left behind.

» Every worker will earn a living wage—currently a minimum of $11.70 an hour
plus benefits in Oakland.

s Twenty-five percent of apprenticeship hours are designated for veterans, ex-
offenders, the long-term unemployed, and others facing barriers to employment,
and all new apprenticeships will go to Oakland residents.

* A city-run jobs resource center in West Oakland—the low-income community of
color adjacent to the project, where unemployment rates run as high as 45
percent—will connect residents to training, pre-apprentice programs, and jobs.

The project also brings environmental gains for West Oakland, including freight rail
service to reduce truck traffic and pollution, and the relocation of two recycling plants
from the neighborhood onto the site. A community oversight board will monitor
compliance.

Coalition members worked with city officials to develop the good jobs framework. What
began as a contentious debate painstakingly led to a consensus package of policies
adopted unanimously by the city council and used as a framework in negotiations with
the developers.
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Cleveland, Ohio: The Evergreen Cooperatives

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

2. Place: Building sustainable communities of opportunity

Place-based initiatives get at the heart of these issues by targeting the problems that are
specific to local places, harnessing the expertise that already exists on the ground and
involving the whole community to invest in its success. Local initiatives are being
designed to involve the community as a whole, recognizing that issues in education,
transportation, criminal justice and food access, for example, cannot be solved in a
vacuum. Meanwhile, the federal government is scaling that approach by funding
programs that incentivize this cooperation within communities and regions.

Federal Initiatives that Are Making a Difference

» Inspired by the remarkable success of the Harlem Children's Zone in New York,
where 10,000 black children are receiving the wrap around services, delivered at
the neighborhood level, that they need to succeed, the federal Promise
Neighborhoods program, begun in 2010 by President Obama, works to create
communities of opportunity, centered around strong schools, that allow children to
learn, grow, and succeed. Promise Neighborhoods wrap children in high-quality,
coordinated health, social, community, and educational support from the cradle to
college to career.

» The Choice Neighborhoeds program supports locally driven strategies to
address struggling neighborhoods with distressed public or HUD-assisted housing
through a comprehensive approach to neighborhood transformation. Local leaders,
residents, and stakeholders, such as public housing authorities, cities, schools,
police, business owners, nonprofits, and private developers, come together to
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create and implement a plan that transforms distressed HUD housing and
addresses the challenges in the surrounding neighborhood.

"/’

The Healthy Food Financing Initiative (HFFI) supports projects that increase
access to healthy, affordable food in underserved communities. Through a range
of programs at the U.S. Departments of Agriculture (USDA), Treasury, and Health
and Human Services (HHS), HFFI expands the availability of nutritious food by
developing and equipping grocery stores, small retailers, corner stores, and
farmers’ markets selling healthy food. Residents of these communities, which are
sometimes called “food deserts,” typically rely on fast-food restaurants and
convenience stores that offer little or no fresh food. Healthy food options are hard
to find in these communities or are unaffordable.

» Through the Promise Zones initiative, the federal government will revitalize
high-poverty communities across the country by attracting private investment,
improving affordable housing, improving educational opportunities, providing tax
incentives for hiring workers and investing in the Promise Zones, reducing violent
crime, and assisting local leaders in navigating federal programs and cutting
through red tape. The areas selected as Promise Zones have a data-proven record
of effectiveness, and will benefit from priority access to already-existing programs
and initiatives to strengthen their efforts.

Local Initiatives that Are Making a Difference
Minneapolis, Minnesota: The Northside Achievement Zone

In 2003, the Peace Foundation started a grassroots movement to reduce violence in North
Minneapolis. Several years later, that group had evolved into a coalition of community
entities and applied for a Promise Neighborhoods Implementation Grant as the Northside
Achievement Zone (NAZ). In 2012, the Northside Achievement Zone received the grant
and now nine local schools, 27 nonprofit “anchor partners,” and other organizations work
in concert to support families from before birth through college. The Northside
Achievement Zone Promise Neighborhood (NAZ) in North Minneapolis targets the
families that have been most left behind and that have not participated in their
community’s education structure. All of the NAZ partners track their work and success
online together via a common system. In addition, NAZ shares barriers and opportunities
with funders and policymakers to ensure the best possible policy environment for their
work. NAZ’s results-focused approach has paid off: housing instability for participating
families has been reduced by one-third, and reading and math proficiency for students in
the NAZ has improved by 52 percent.
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Best Academy (Boys in Engineering, Science, and Technology) Charter School in the
NAZ was developed in 2008 in response to the high rate of academic failure of African
Americans in the Minneapolis Public Schools, and has produced results: in the 2012-
2013 school year, per its annual report, “Best Academy outperformed the Minneapolis
Public Schools in math, reading, and science. Best Academy students, which are
comprised of about 99% African American students, significantly outperformed African
Americans in the city. Best’s performance was almost 100% better in math, reading, and
science as compared to other African Americans in MPS schools.™® One significant
factor is class time: students at Best Academy go to school 195 days out of the year,
while Minneapolis Public schools have a 176 day calendar.

QOakland, California: Mandela Marketplace (MMPlace)

The West Oakland neighborhood in Oakland, home to a large African American
community, suffers from a lack of supermarkets and places to purchase healthy food. A
group of mothers in the neighborhood began to organize to find solutions, and with other
partners, eventually created Mandela Marketplace (MMPlace), a nonprofit incorporated
to support a community grocery store project. In 2009, Mandela Foods Collective (MFC)
opened. This worker-owned enterprise is West Oskland’s only full-service grocery store.
Five years later, about 250 customers shop at Mandela Foods Collective daily and it
projects $950,000 in sales by the end of the year. In 2013, MMPlace received a $400,000
Healthy Food Financing Initiative (HFFI) grant to expand their social enterprise
incubation services and develop a revolving loan fund for local food enterprises.

Through this grant, MMPlace has funded Mandela Foods Collective to increase sales and
consumption of healthy foods in West Oakland, as well as their distribution enterprise,
Earth’s Produce Distribution (EPD), to offer an innovative, early-season “Harvest to
Market Financing” loan product for small family farmers who have faced challenges in
accessing capital in traditional lending markets.

3. Wealth and its drivers: housing, income, education and inheritance

The average difference in net worth between a white household and an African American
or Latino household has nearly tripled over the past three decades, reaching $500,000 in
2010. As the nation’s population moves toward becoming majority people of color, we
must create policies that close the racial wealth gap in order to ensure prosperity for all.
Understanding the factors that drive the wealth gap®—length of time of homeownership,
income, education and inheritance—is important.

The key role of homeownership as a driver of wealth for African Americans cannot be
overstated. A report by the Institute on Assets and Social Policy at Brandeis University’s
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Heller School for Social Policy and Management found that “[o]verall, half the collective
wealth of African-American families was stripped away during the Great Recession due
to the dominant role of home equity in their wealth portfolios and the prevalence of
predatory high-risk loans in communities of color.” (Emphasis added.) '

Similarly, educational attainment plays a large role in the eligibility of African
Americans for the jobs of the future. By 2020, 47 percent of all jobs will require an
associate’s degree or higher, but only 28 percent of African Americans have this level of
education.'’  Yet African Americans that do go on to higher education find themselves
saddled with much more student debt than their white counterparts, are more likely to
drop out of a college degree program due to the high cost of tuition and are more likely to
take out unregulated private student loans, which carry high interest rates and put these
students at higher risk of default once they come due.’?

The importance of meaningful work with fair wages and benefits is discussed earlier in
this testimony, but one mode! that bears mention as both a source of income and a wealth
generator for low-income worker is the worker cooperative. In a cooperative, workers
hold all or most of the shares in the company, and almost every worker holds at least one
share. Often, decisions are made collectively, and profits are shared, a model that
increases the incentive for efficiency and collaboration.

Federal Initiatives That Can Make a Difference

One tool available to federal lawmakers who seck to close the racial wealth gap is the
Tax Code. Low-income households and households of color benefit the least from tax
incentives for homeownership and higher education.® For example, in 2013, the
wealthiest 20 percent of households got 70 percent of tax incentives for homeownership
and the bottom 40 percent got almost none. Similarly, higher education tax benefits are
the largest form of federal student aid and, except for the American Opportunity Tax
Credit (AOTC), they disproportionately benefit high-income students." Opportunities
for improvement include: converting the home mortgage deduction to a tax credit, so that
households could claim it whether they itemize their expenses or not, and expanding the
AOTC to reach more low-income students.

Additionally, Congress can support bills that would allow holders of older student debt to
refinance their student loans to 3.86%—the same interest rate set in 2010 for federal
student loans.

10
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Local Initiatives that Are Making a Difference
Tennessee Promise

In Tennessee, Governor Bill Haslam has signed into law a bill that makes two years of
community college free for graduating high school seniors.”* Those who complete two
years of community college and would like to go on to four-year school can then
participate in Tennessee’s transfer pathways program and start as a junior—essentially
halving the cost of a four-year degree. Governor Haslam will finance an endowment for
this initiative with the state’s lottery earnings. Tennessee is currently the only state to
offer this benefit to students. Following this model in other states would make an
associate’s degree more accessible to low-income students of color—thus allowing them
to be competitive in the job market.

Thank you again for this opportunity. Please do not hesitate to contact me if you have
any questions or need further information.

Angela Glover Blackwell
Founder and CEOQ, PolicyLink
Office: 510.663.2333

www.policylink.org
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Testimony of Eva Moskowitz,
Founder & CEQ, Success Academy Charter Schools
Before the Joint Economic Committee for the United States Congress
July 29, 2014

Increasing Economic Opportunity for African Americans:
Schools Can Be Lifelines Out Poverty

Chairman Brady, Vice Chair Klobuchar, and Members of the Committee:

Good afternoon, | am Eva Moskowitz, founder and CEO of Success Academy Charter
Schools. Thank you for this opportunity to speak about how Success Academy is making
a difference in increasing economic opportunities for low-income and minority students in
New York City.

Education is an issue of utmost importance to increasing economic opportunity for
disadvantaged children, the future members of our workforce. There is clear evidence
that American students are losing academic ground globally. On the most recent
international PISA exams, more than 30 countries outperformed the United States in
math. We ranked 17" in reading and 20" in science. Only 9% of American students were
top scorers in math, compared to 55% in Shanghai and 31% in Korea.'

The United States has the fourth highest income disparity in the world, and that
inequality is rising faster than in most countries.? Our most disadvantaged citizens are
being left behind because they are not receiving adequate educations, and this only
weakens our nation’s economic strength. Each month, 3 million U.S. jobs go unfilled due
to lack of skilled labor.® We have the jobs, but we don't have qualified workers with the
skills to perform them.

African American males are twice as likely to be unemployed,* compared to white males,
and half as likely to earn a college degree.® Only 15% of African American

students attend well-resourced, high performing schools® — and the effects are clear:
White students are three times more likely to be proficient in math.” In New York City,
less than 13% of African American students graduate from high school prepared to do
college-level work.®

For the majority of African American public school children in this couniry the odds for
success are daunting. Without the skills and training to become employable, they remain
stuck in poverty, unable to support themselves and their families, unable to expect a
different future for their children,

Children in disadvantaged neighborhoods often suffer from educational negligence, and
the consequences follow them into adulthood. In too many inner city neighborhoods,
schools are dead-ends. instead of equipping poor children with the skills they need to
escape poverty, bad schools lower their expectations and sink their hopes. Schools can
be lifelines out of poverty, but they can also be lifeless houses of detention.
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There is a myth in this country that poverty and race are overwhelming barriers to a
child’s ability to learn. This is simply not the case. At Success Academy, our scholars
have proven that they can overcome these disadvantages. They not only can catch up,
but in many instances they overtake their more affluent peers.

Success Academies are free, K-12 public schools, open to all children. in a few weeks
we will open 10 new schools — making 32 in all — and welcome 9,000 scholars from ali
across New York City. Anyone in New York can apply and because we have so many
applications, students are admitted by lottery. Three out of four of our scholars live at or
below the poverty level; 94 percent are minorities, 14 percent have disabilities, and 8
percent are English language learners. The demographics of our scholars reflect the
neighborhoods where we open schools, yet the disadvantages our children face do not
hold them back.

Success Academy is the highest performing charter school network in New York City,
but more importantly, its schools are at the top of all public schools in the state. For the
past five years — since the first scholars were old enough to be tested by the state for
math and English Language Arts proficiencies — SA scholars have consistently ranked in
the top 10 percent of all New York State schools. On last year’s test, which for the first
time was aligned to the more rigorous Common Core standards, our scholars outscored
New York City students by 52 percentage points in math and 32 points in English
Language Arts.”

Nearly all the SA scholars tested are children of color, and they dramatically
outperformed their peers across the state: 82% passed math and 58% passed ELA
exams — compared to 15% of African American students and 18% of Hispanic students
for math, and 16% of African American students and 17% of Hispanic students for
ELA.'™® On the state science exam, 100% of our 4" and 8" grade scholars passed, with
99% of 4™ graders and 91% of 8" graders attaining the highest score. Significantly, our
most economically and educationally challenged children — English language learners,
children with disabilities, and those receiving free or reduced price lunch - also
outperformed their counterparts across the city and state by wide margins.

Achieving proficiency in math and English is essential, but it is not enough fo fully
prepare children for college. When we opened Success Academy in 2006, we knew our
kids needed to be ready for careers in science and technology, so we designed our
curriculum to include science five days a week, beginning in kindergarten. In the first
year, our kids perform more than 100 experiments. In middle school, they take two years
of computer science; about 30% of them are on the math team and compete
internationally in the Math Olympiad. By high school, they can choose a STEM-track
program, with courses in applied science, engineering, and advanced math, culminating
in a related internship and senior thesis.

We know our scholars must be critical thinkers to succeed in today’s economy, so we
teach chess as part of our curriculum, also starting in kindergarten. We believe deeply in
the importance of chess and hold dozens of our own tournaments as well as send
scholars to compete in state and national playoffs. This spring, seven Success Academy
chess teams qualified to compete in the United States Chess Federation National
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Championship in Dallas. Four of our teams placed in the top ten within their divisions,
and individually, five scholars placed in the top 10 in their sections.

To prepare children to become accomplished adults, schools must offer a wide range of
experiences. We teach art, dance, theater, and yoga, and next year we will unveil our
first string orchestra. Our scholars compete at soccer, track and field, basketball, debate,
even ballroom dancing. In one middle school elective, Young Entrepreneurs research
and write business plans for start up ventures, which they then present to a panel of
experts. We have field studies and assemblies, which connect classroom curriculum to
the real world and expose our scholars to cultural experiences and institutions that they
may not otherwise access. Not all field studies are off campus; last year, novelist Salman
Rushdie, journalist Carl Bernstein, civil rights legend Claudette Colvin, and Olympic
athletes visited our schools, as did musicians, jugglers, and artists.

We also believe that great schools must make parents their partners in the success of
their children. We never ask our parents to hold bake sales or school fundraisers, but we
do ask them to read 1o their scholars every night and to participate in family events that
celebrate their child's accomplishments. Our schools have an open-door policy allowing
parents to visit the classroom at any time, and parents are given the cell phone number
and email address of every adult in the building.

The Success Academy school design has many aspects, which together support world-
class teaching and learning. Key to our ability to help all children achieve at high levels is
the emphasis we place on the professional development of our staff, especially our
principals and teachers, who receive the equivalent of 13 weeks of training each year.
We provide exceptional support from a central instructional management team, which
oversees curriculum, student assessment, and teacher development. Over the last eight
years, we have expanded and refined the immersive summer training we give teachers
before they even walk into their classrooms. Throughout the year, we continue to
support teachers’ professional development through daily coaching and weekly
workshops.

Strong management expertise and operational best practices, while less often
recognized, are also essential to creating and sustaining excellent schools. To be
effective, schools must operate efficiently. Our staffing model differs dramatically from
that of traditional public schools. Freed from administrative duties, our principals
concentrate entirely on motivating and inspiring teachers, scholars, and parents to meet
and exceed the high standards we set. They are the academic leaders in their buildings,
coaching and preparing every teacher, in the classroom and in professional development
sessions. Each school has a business operations manager who works closely with the
principal to ensure that parent communications, facilities, budget and other non-
instructional concerns are handled efficiently and cost-effectively.

Strong Impact on Local Community and Beyond

As Success Academy has grown to serve more families, our impact has spread
throughout the city. In 2002, there was not one school in Harlem, the Bronx, or Central
Brooklyn where kids scored in the top 10% of New York City schools. Today, there are
11 schools in these areas that rank in the top 10% — 10 of those are charter schools, and
of those, 9 are Success Academies. In the south Bronx, the nation’s poorest
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Congressional district, Success Academy has four elementary schools and two middle
schools. Last year, SA Bronx 2 was the second highest scoring elementary school in
math in the state of New York — 97% of scholars met or exceeded math proficiency
standards, compared to 13% at the local school district.

Parent demand for high-quality schools is overwhelming. L.ast year, Success Academy
received more than 16,200 unique applications for fewer than 2,900 open places — about
five applications for every open seat. There were more than 7,600 applications for
kindergarten alone — half of all Central Harlem’s kindergarteners applied. Across the city
there are almost 50,000 families on wait lists, hoping to escape the failing schools in
their neighborhoods. More than 1 million children are on charter school wait lists across
the country.

The Success Academy school model has aftracted the interest of educators from across
the country (as well as from around the world). Last year, we hosted 275 educators from
70 different organizations for tours and workshops. Attendees represented 19 states as
well as Barcelona, Indonesia, and South Africa.

Success Academy is eager to share its best practices, but each year we have more
requests than we can handle. In response to these requests, Arin Lavinia, Senior
Managing Director of Academic Excellence, and | wrote Mission Possible: How the
Secrets of Success Academies Can Work in Any School, which details the curriculum,
philosophy, and key aspects of our results-driven school model.

Personal Impact: Futures of our Children

Success Academy’s most profound impact, of course, is on our scholars — scholars who
have not only reversed the achievement gap, but also overturned it: 80% of our African
American scholars passed math last year, compared to 50% of the city’s White students.
With me today, representing Success Academy are:

Nigel Webb Nigel is in the 7 grade and loves science, math and English. He's also a
great soccer player and passionate about dance. Nigel will tell you that he hasn’t always
been a top student, but he’s worked hard to master and exceed grade-level standards. “|
like my school because they treat us like adults,” say Nigel, whose grandmother,
Merlene Jarrett, is also with us today.

Ananda Shannon Ananda is in the 8th grade and science is her favorite subject. She
loves robotics and the performing arts, and says that what she likes best about Success
Academy is “that we learn something new every day, and we learn some things that
even my parents don’t know.” Ananda plans fo attend a performing arts college. Her
mother Natasha Shannon says, “I'm especially proud that all students are expected to
do well.”

Aida Bathily Aida is in 9" grade and wil be attending our first high school. Aida is a
passionate debater and went to California this spring with her team to the national
debate tournament. Aida wants to attend either Princeton or Yale, and when she says, “|
know | would be able to make it there,” her mother, Michelle Thiam, and | also know
that her excellent work and study habits back up that confidence.
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Success Academy is now spread out all over New York City, from the Bronx and
Manhattan to Brooklyn and Queens. Many of our families face incredible challenges.
Some work two jobs, others don’t have a job. About 6 percent of our families are
homeless. We have single parents, parents who struggle with difficult economic realities,
parents who commute from Staten Island to Harlem — they had to move from Manhattan,
but they refused to give up on their child’s education. These parents will tell you they did
not have anything close to the education their children are getting, and they are united in
their commitment to our schools and to their children’s futures.

Return on Investment

Success Academy scholars have benefitted from federal support. In particular, the
Charter Schoo! Program has helped us to start up new schools and to develop the
innovative teacher-training program we call “T School.” | encourage Members of the
Committee to support more well-run, high-quality public schools like Success Academies
— schools where teachers and students are held accountable, where all children are
expected to achieve and are prepared and equipped with the skills they need for the 21
century. It's possibly the best return on investment our country can make.

With 1 million students on wait lists for U.S. charter schools, we have an obligation to
rapidly develop more high-quality school options for families. Congress can help meet
that constituent demand by passing S. 2304, the Expanding Opportunity through Quality
Charter Schools Act, which would authorize an increase of funds to the Charter School
Program and codify into law a grant competition that enables high-performing charter
schools to grow. While this bill is a good start, more must be done to support schools
helping children achieve at extraordinary levels. With key supports fike S. 2304 and
others, public charter schools like ours can continue to make a positive and critically
needed difference in the lives of disadvantaged children.

We as a nation can't fix poverty unless we fix education, and we can'’t fix education if we
keep telling ourselves our schools are “good enough.” If we sell low-income, minority
children short, because we believe their poverty prevents them from learning, then
indeed, they won't learn. If we want o help our children of color to rise out of poverty, we
must give them schools on par with what their more affluent peers have.

We don’t have an achievement gap in America — we have an opportunity gap. With
access to great schools, African American students — indeed, all students ~ can and do
achieve tremendous academic success. If we give all children a fair start, then the race
is theirs to win. We do not need so much to "lift” children from poverty as to equip them
with the skills and self-confidence to achieve their dreams. We must choose to make
schools incubators of opportunity, not poverty traps.

I am optimistic that our nation can do this, that opportunities can be extended to all
children and that they will gain the skills and training to fill our jobs and fuel our
economy, to become our greatest resource and to realize their own dreams. But we
must act with urgency. Lives are in the balance and global competition is becoming
stronger and moving with greater velocity than ever before. To bring about meaningful
change, we need new thinking and a new approach. Education needs to move as rapidly
and dramatically as the rest of our economy.
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Chairman Brady, Vice Chair Klobuchar, thank you for holding this hearing on the important
topic: “Increasing Economic Opportunity in the African American Community.” 1 appreciate the
opportunity to speak before this committee. 1 serve as the Chief Executive Officer of the Hope
Enterprise Corporation / Hope Federal Credit Union (HOPE) www hope-ec.org. For twenty
years, HOPE has worked to break the cycle of poverty throughout the Mid-South by undertaking
a range of income and asset development strategies to improve the quality of life for the region’s
low- and moderate-income residents. Over that time period, HOPE has generated $2 billion in
investments that have touched the lives of 500,000 individuals.

Introduction

Over the past several years, communities around the country and particularly in our region have
taken the time to pay tribute to, and reflect on, seminal events from America’s civil rights era.
Fifty years after the assassination of Medgar Evers in Mississippi and nearly 60 years after the
integration of Little Rock Central High School too many of us are faced with the sober
acknowledgement that the work of the movement remains unfinished ~ particularly around issues
of economic justice. In the areas of poverty, housing and access to affordable financial services,
the gap between African Americans and whites is far too wide.

This testimony is broken into three parts. First, it provides framing comments around issues of
persistent poverty, access to affordable financial services, capital to start and expand small
businesses and homeownership. It follows with an overview of HOPE’s approach and track
record in serving low-income people and communities of color. Finally, it concludes with policy
recommendations to buttress high capacity community development finance institutions in
efforts to create economic opportunity for underserved populations and places.

Part 1 ~ Persistent Poverty, Access to Financial Services, Small Business Capital and
Homeownership

Persistent Poverty

Endemic to the Mid South includes high rates of persistent poverty. Counties and parishes that
experience three consecutive decades of poverty rates above 20%, as defined by the U.S. Census
Bureau, are classified as “Persistent Poverty Counties.””" Twenty-five percent (25%) of the
country’s persistently impoverished counties are located in the footprint served by HOPE. In
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Mississippi, over half of the state’s persistently poor counties are counties in which the majority
of the population is African-American.™

Access to Financial Services

The Mid South is home to the highest rates of unbanked and underbanked households in the
country. Over 40 percent of Arkansas’ households are unbanked or underbanked ~ more than in
any other state.” Racial disparities contribute heavily to this imbalance. Seventy-two percent
(72%) of black households in Arkansas are unbanked and underbanked, in contrast to 55% of
black households nationwide.” In Mississippi, 31% of African American households are
unbanked, compared to 5% of white households.” The gap is nearly nine percentage points
wider than the gap between white and black unbanked households at the national level.”™ Five of
the 10 most unbanked counties and parishes in the country are located in Mississippi and
Louisiana."™

Despite robust profitability bank branches have closed at high levels - disproportionately in low-
income areas.™ As a result, the country has experience an uptick in the emergence of bank
deserts particularly in rural areas, inner cities and communities of color. A bank desert is defined
as a ZIP code with fewer than two bank branches.” Within HOPE’s target market, there are

1,031 bank deserts.

When banks leave low-income communities or avoid them altogether, residents in these
underserved areas experience the negative effects of the alternative. Researchers suggest a
correlation between the poverty of a neighborhood, a large population of minority residents, and
the presence of payday lenders and other alternative financial service providers.™ Payday loans
are short-term, small-dollar loans, typically less than $500 and with a repayment period of less
than 30 days. Repayment often coincides with a borrowet’s pay day, when the borrower’s bank
account is debited for the amount of the loan plus fees. Once an individual takes out one payday
loan, the likelihood that he or she will become a repeat borrower is high. In a study of 15 million
payday loans originated in 33 states, the Consumer Finance Protection Bureau found that the
median borrower took out 10 loans over the course of 12 months, costing $458 in fees, not
including the principal of the loan.™

Residents also suffer a substantial loss of reinvestment benefits when banks leave a community.
In low-income neighborhoods, there is a strong relationship between the presence of a branch
and the origination of mortgages. Likewise, as branch access increases, the cost of mortgages
decreases.™ In Appalachia, as the number of bank branches increased, the number of small
business loans increased.™”

Finally, a depository offers a gateway to a savings account and a way to build credit and wealth
through asset development. When lower-income families have an account with a depository,
they are more likely to own assets - such as a vehicle, a home or savings ~ which are some of the
basic building blocks of economic security.™
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Homeownership

While homeownership levels in the Mid South could be considered middle of the road relative to
other states, the manner in which individuals purchase homes in the region exacerbates the
financial challenges facing area residents.™ Among African Americans, the rate of high-cost
mortgage lending in the Mid South significantly exceeds the national average and Mississippi
and Louisiana had the highest percent of mortgage loans to African Americans that were high
cost in the country. ™" While 12.4% of all mortgage originations in Mississippi were made to
African Americans, 22.3% of all high cost loans were made to African American borrowers — a
gap significantly wider than the gap seen nationally.™ The high cost mortgages translate into
less money available to save for college or an emergency.

High-cost loans are also more likely to result in foreclosure.™ When foreclosures occut,
particularly in low-income communities, the spillover effects are stark. Nearby homes lose
value, resulting in a loss of wealth for families. In minority communities, families lose, on
average, $37,000 simply for living close to a foreclosed home.™

Access to Capital to Start / Expand Small Business

Nationally, the business ownership rate among whites is 1.5 times higher than that of people of
color.™ In Arkansas and Mississippi, the disparities were much higher where ownership rates
among whites were 2.2 and 2.4 times higher than minorities. One of the major reasons for the
gaps in ownership includes low levels of asset ownership among minorities. According to the
U.S. Census Bureau, the Median Net Worth of whites was $110,500 compared to $6.314 for
African Americans in 201 1. Importantly, $77.,092 of the Median Net Worth calculation was
home equity for whites compared to $4,190 for African Americans.™" For entrepreneurs with
assets, access to capital is more open because the assets may be used to pledge as collateral when
applying for a loan. A history of discrimination among lenders and low levels of ownership
among the preceding generation also limit minority business ownership. ™"

Part 2 — Focusing on Solutions: HOPE and Community Development Finance

For over 20 years, Hope Enterprise Corporation (HOPE) has taken a data-driven approach to
building a sustainable organization that can meet the financial needs of underserved populations.
HOPE started out as a $1.5 million business loan fund that targeted distressed counties and
parishes in the lower Mississippi River Delta region. Today it is a $280 million community
development organization whose affiliates include a highly respected center that conducts policy
research, analysis and advocacy. Since its inception, HOPE has financed or leveraged over $2
billion in projects that have affected the lives of more than 500,000 individuals. HOPE's three
core areas of development finance include: 1) the provision of retail financial services in areas
where little to no access would exist in the absence of HOPE; 2) affordable homeownership; 3)
providing access to capital for historically underserved small business owners.

Retail Financial Services
HOPE's primary financial service vehicle is the 29,000-member Hope Federal Credit Union, a
federally regulated depository. Thirty-seven percent (37%) of the credit union’s members were
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unbanked when they joined HOPE, and 7 out of 10 are minorities who are predominantly
African American. Over half of HOPE's members earn less than $35,000 a year. The high rate
of unbanked members who join HOPE indicates a substantial market demand among families
and communities that have been overlooked by the traditional banking sector and left with few
options other than high-cost payday and subprime mortgage lenders.

Since 2008, HOPE has expanded its presence from six to 23 service locations — many in bank
deserts. In two communities, HOPE preserved access to banking services by acquiring facilities
left behind following the closure of the only bank in town. In the census tracts where these
branches were located, the percentage of minority residents was 42 percent and 62 percent,
respectively.

As indicated above, access to a financial institution matters tremendously in the calculus to move
African American families ahead. In West Memphis, AR, HOPE had the opportunity to develop
a relationship with a single, African American mother who worked as a cashier at a gas station.
Looking to earn more money to provide for her family, she applied for a job with the state as a
highway officer. She was accepted into the training program; however, the state did not have the
resources to provide uniforms or supplies. Without savings, she had nowhere else to turn but
HOPE. HOPE provided her with a loan to purchase the materials that she needed for the training
program and for her new career. She graduated from the program, has a new career path with
more money and advancement opportunities and is current on her loan.

Homeownership

In 2013, 82% of HOPE’s mortgage loan customers were minorities, 57% were low-income and
56% were female. Additionally, 86% of HOPE’s home mortgage loans went to first-time
homebuyers. An annual survey of HOPE mortgage borrowers indicates that 49% report living in
safer neighborhoods and 41% report improved outcomes for their children in school since
purchasing a home.

HOPE is able to expand access to homeownership by developing relevant products for its
member base that is ready for a mortgage, by developing plans to get ready for its member base
that isn’t ready and by hiring an experienced team that knows how to locate and package
homeowner assistance funds.

For example, a married African American couple in Memphis, TN originally applied for a
mortgage in 2012, however, their credit score was not at a level where HOPE could make the
loan. Instead of just denying the couple, the HOPE mortgage originator worked with the couple
to set up a plan to rebuild their credit. Throughout the course of the plan, the couple checked in
with the originator to make sure that they were moving in the right direction. Upon completing
the plan, the originator identified down payment assistance funds made available through the city
of Memphis and the couple was able to purchase a home.

Access to Capital

Similarly, a high percentage of HOPE’s commercial lending benefits historically underserved
and economically distressed populations. During the year, 86% of all commercial loans closed,
by dollar, went to businesses located in high-poverty areas. This rate was nearly 40 percentage
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points higher than the regional bank average for lending was in economically distressed
communities. The average annual wage at companies financed by HOPE is $28,217, compared
to the poverty wage for a four-person family of $23,050 and the minimum wage salary of
$15,080. Additionally, 43% of HOPE’s commercial loans are to minority or women owned
businesses.

One of the businesses financed by HOPE included McMillan’s First Steps — a private, African
American owned child care center in New Orleans, LA. After completing the entrepreneurial
training curriculum through DelGado Community College in New Orleans, McMillan’s First
Steps Community Development Corporation qualified for a loan from HOPE to add four
additional classrooms, expand its playground and move its entrance off of a busy street,
McMillan’s employs 40 people in a high poverty community. Importantly, the child care center
is one of only two five star centers — the highest quality rating in the state of Louisiana —~ located
in Orleans Parish and the only one serving a high poverty community.

Part 3 — Policy Recommendations

The presence of high capacity CDFls with a track record of connecting minority populations to
affordable financial services is critical for creating opportunity within African American
communities throughout the country. To that end, HOPE recommends the following:

Increase the availability and effectiveness of federal support targeted towards persistently
impoverished areas and in the South

Within most of the nation’s persistently poor counties and particularly within those located in the
Mid South, a disproportionate share of residents is people of color. Additionally, by state
population levels, the South is home to the highest concentration of African Americans in the
country. Investments that enhance the community development capacity to serve residents living
in counties of persistent poverty and in the South will create opportunity for a significant portion
of the nation’s African Americans.

Strengthen the Community Reinvestment Act to support community development institutions
serving bank deserts

When banks pull out of communities, the Community Reinvestment Act (CRA) does not always
provide protections for underserved communities. Its color blind approach to regulation also
does not allow examiners to factor race into their tests of the effects of branch closure decisions.
Over the last year, HOPE has either experienced, or worked with other credit unions that have
experienced a continuum of responses from banks when closing branches. On one end of the
spectrum, one bank that left a community, donated a branch to a community development credit
union, provided operating support during the transition period and assisted with transferring
customers that lived in the community from the bank to the credit union. On the other end of the
spectrum, the only bank in the community left and sold the facility to a federally qualified health
center with a restrictive covenant prohibiting the leasing of space to another financial institution
without permission from the bank that abandoned the community. The CRA should create more
incentives for the first scenario and significant disincentives to prevent the second scenario from
occurring.
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Support a Strong Payday Lending Rule by the Consumer Finance Protection Bureau

Over the next several months, the Consumer Finance Protection Bureau will be releasing new
regulations for comment on short term small dollar loan products. For the Mid South, the CFPB
regulations represent the single best opportunity to end the debt trap and to create a space for
responsible products. With high rates of underbanked populations, particularly within the
African American community, a strong rule is essential to ensuring that individuals and families
have the resources to get ahead rather than standing still.

Conclusion

Nearly five decades earlier, in his final presidential address to the Southern Christian Leadership
Conference (titled “Where Do We Go From Here?”), Martin Luther King Jr. put forth this
impassioned call for economic justice: “Let us be dissatisfied until the tragic walls that separate
the outer city of wealth and comfort and the inner city of poverty and despair shall be crushed by
the battering rams of the forces of justice. Let us be dissatisfied until slums are cast into the junk
heaps of history, and every family is living in a decent sanitary home.”™ Notably, in that
speech, Dr. King lifted up the importance of well capitalized black owned banks in Chicago and
Cleveland to the overall economic success of the African American community in those
respective cities. As HOPE has shown in its own work, the presence of a locally owned financial
institution that fosters financial inclusion offers numerous channels to move the historically
underserved ahead in today’s society.
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1. Introduction

Economic mobility refers to the ability of an individual or a family to improve their
economic status, either within a lifetime or across generations. It is a reflection of economic
opportunities available to parents and their children as they attempt to move up the income
ladder. A new study by Pew Charitable Trusts defines upward mobility as the extent to which
children can rise above their parents’ position relative to their peers.' It concludes that 71 percent
of individuals whose parents were in the bottom half of the income distribution improved their
rankings relative to their parents. However, only 435 percent of them experienced improvements
relative to their parents” ranking that were significant. Further, only 38 percent of individuals
who started in the bottom half of the distribution made their way to the top half as adults.

The differences in economic mobility across demographic groups are striking as well.
Men have a greater likelihood to move up the income ladder (41 percent) than do women (27
percent). The increases in income experienced by women are less likely to place them 20
percentiles higher relative to their parents’ position, than for men. Finally. women at all income
quintiles are much more likely to fall down to the bottom quintile than are men.

Amongst all races, economic mobility is of particular concemn for African-Americans.
African-Americans experience significantly less upward economic mobility compared to whites.
Forty-four percent of blacks in the bottom quintile stay there into adulthood compared to just 25
percent of comparable whites. A large majority of blacks born in the bottom half of the income
distribution are likely to exceed their parent’s place in the income distribution. but only 33
percent improve their relative position by 20 percentiles or more, less than the nearly 50 percent
statistic for whites.

Economic mobility is highest for white men. followed by white women, black men and.
last of all, black women. These findings are echoed in Hertz (2005) who finds that blacks are 30

percentage points more likely to remain in the bottom quarter of the income distribution relative

'Bhashkar Mazumder, “Upward Intergenerational Economic Mobility in the United States” (The Pew Charitable
Trusts, Economic Mobility Project, 2012)
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to whites.” A study by the Economic Mobility Project of the Brookings Institution also finds
more downward mobility for blacks than for whites from the middle of the distribution.®

Moreover, it appears from other studies that economic mobility in America on the whole
is stagnating. Using tax record data for individuals born between 1971 and 1993, Chetty et al.
(2014) conclude that, for the most part, intergenerational mobility has not changed significantly
over time.? For example, children born in 1971 who had parents in the bottom fifth of the income
distribution had an 8.4 percent chance to reach the top fifth of the income distribution
themselves, compared with a 9 percent chance for similar children born in 1986.% Several studies
have also found that mobility in the U.S. is significantly lower compared to other developed
countries (e.g., Bjorklund and Jantti 1997, Jantti et al. 2006, Corak 2013).°

From a policy perspective, understanding the causal mechanisms for upward economic
mobility is extremely important,” In this testimony, 1 highlight the factors that are highly
correlated with economic mobility with a particular focus on how these factors apply to African-
Americans. | then offer several policy suggestions that could address some of these challenges

based on an extensive review of the literature on this topic.

11. Correlates of Mobility

In general, studies such as Chetty et al. (2014) identify five broad factors that are
important for mobility.® The strongest correlate of mobility is family structure, which is defined
as the prevalence of single parents in an area. Chetty et al. also find a strong negative correlation

between standard measures of racial and income segregation and upward mobility. Not

% Tom Hertz, “Rags. Riches, and Race: The Intergenerational Economic Mobility of Black and White Families in the
United States” in Samuel Bowles, Herbert Gintis, and Melissa Osborne Groves, eds. Unequal Chances: Family
Background and Economic Success (2003)

? Julia B, Isaacs, “Economic Mobility of Black and White Families” (The Brookings Institution, Economic Mobility
Project, 2007)

4 Raj Chetty, Nathaniel Hendren, Patrick Kline, and Emmanuel Saez, “Where Is the Land of Opportunity?: The
Geography of Intergenerational Mobility in the United States” (NBER working paper, 2014)

* Lee and Solon (2006) use a longer panel from the PSID and show that for cohorts born between 1952 and 1975,
intergenerational mobility has not changed dramatically over the last two decades.

® Black and Deveruex (2011) review recent papers on the topic as well as cross-country analyses. For example, the
paper by Jantti et al. (2006) suggests that persistence is higher in the U.S. than in UK. or Nordic countries.

7 Bowles and Gintis {2002) conclude that 1Q and educational attainment can explain at most three-fifths of the
intergencrational transmission of earnings.

# Chetty et al. (2014)
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surprisingly, education plays an important role too. The paper finds that moving from the lowest-
income to highest-income parents increases the college attendance rate by 67.5 percentage
points, similar to estimates reported by Bailey and Dynarski (2011) using survey data. This
suggests that much of the divergence in outcomes between children from low vs. high income
families emerges well before they enter the labor market. In general, areas with higher test
scores, lower dropout rates and smaller class sizes have higher rates of upward mobility. Social
capital indices (Putnam, 1995), which reflect the strength of social networks and community
involvement in an area, are also very strongly correlated with mobility.

In the following section, I address how each of these factors is particularly relevant for
the African American community and provide some policy suggestions for addressing these

challenges.
I Challenges and Policy Suggestions

IIL.A. Addressing segregation issues

Segregation, both by race and income, is an important factor influencing economic
mobility. Chetty et al. (2014) find that upward economic mobility is lower in areas with large
African-American populations. Racially segregated areas have especially lower levels of upward
mobility. Compounding this problem is the fact that areas with larger African-American
populations also exhibit greater income segregation. Further, blacks are far more likely than
whites to live in areas of concentrated poverty.9

Living in isolation from high and middle income families has negative effects on low-
income and minority families. In particular, many studies find that blacks who live in segregated
metropolitan areas have lower educational attainment and lower earnings than their counterparts
who live in more integrated areas.’® One reason for this is that poor and minority communities
do not have the benefit of interacting with peer groups that may be more likely to believe in the
advantages of good schooling or may be able to provide guidance and networks for finding
employment. Second, income segregation leads to poor funding for local public schools that

predominantly serve low-income children. Finally, segregation is also an issue when individuals

¢ Alemayehu Bishaw, “Areas With Concentrated Poverty: 2006-2010” (United States Census Bureau, American
Community Survey Briefs, 2011)
' Leah Boustan, “Racial Residential Segregation in American Cities” (NBER working paper, 2013)
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live in large, sprawled out areas and have long commutes to work. This affects their ability to
match with good jobs and increases the cost of search for these jobs. Indeed, the paper finds
higher upward mobility in areas with less sprawl.

In a recent paper, Boustan (2013) outlines three types of policies to overcome the
problems of residential segregation: place-based, people-based and indirect. Place-based policies
seek to improve the housing stock of poor or minority neighborhoods to encourage in-migration
of more affluent housecholds. Ellen (1999) advocates using “community betterment projects” in
black neighborhoods, such as improving school buildings, reducing crime rates, or investing in
neighborhood infrastructure, to encourage integration.'! However, survey results suggest that
these place-based policies may not be effective.

People-based policies help individual home-buyers or renters gain access to existing
neighborhoods. These policies involve lending to low-income borrowers regardless of the
characteristics of the neighborhoods in which they are purchasing a home. This approach is
typified by the Community Reinvestment Act of 1977. Friedman and Squires (2005) find that the
CRA was moderately successful in reducing residential segregation.]z Also, empirical studies
suggest that housing vouchers, which moved African-American children out of public housing
and into less distressed homes, had positive impacts on test scores. Experiments conducted in the
cities of Baltimore and Chicago were particularly successful in this regard, though there were
cases where such experiments had no impact.”

Indirect policies aim to combat the consequences of residential segregation rather than
the root causes. To this end, these policies include extending public transit routes into poor areas
(Holzer, Quigley, and Raphael 2003) or, as suggested by Raphael and Stoll (2001), subsidizing
car ownership to connect black neighborhoods to job opportunities.M 13
Others have proposed investment in early childhood development and education to

improve educational attainment, decrease reliance on welfare, and increase lifetime earnings,

" ingrid G. Ellen, Sharing America’s Neighborhoods: The Prospects for Stable Racial Integration (Harvard
University Press, 1999) noted in Boustan (2013)

'2 Samantha Friedman and Gregory D. Squires, “Does the Community Reinvestment Act Help Minorities Access
Traditionally Inaccessible Neighborhoods?” (University of California Press, 2003)

'3 Julia Burdick-Will and Jens Ludwick, “Neighborhood and Community Initiatives™ (NBER volume titled
“Targeting Investments in Children: Fighting Poverty When Resources are Limited”, 2010)

" Harry J. Holzer, John M. Quigley, and Steven Raphael, “Public transit and the spatial distribution of minority
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especially for low-income children.'® However, the efficacy of Pre-Kindergarten programs is
unclear.”

In a paper from earlier this year, my AEI colleague Abby McCloskey and I propose
improving the human capital of disadvantaged city residents by introducing a greater degree of
school choice.'® In a recent paper, Hastings et al. (2012) find that school choice has significant
and positive impacts on student test scores and attendance rates.'® Their study focuses on charter
and public schools in a district comprised primarily of minority and low-income children. The
paper provides evidence that school choice programs raise test scores not just because students
attend a better school, but also because offering choice improves student motivation and effort.
For students who were assigned their first-choice schools, truancy rates declined by 21 percent
for those entering high school and test scores improved significantly. Students in charter schools
saw noticeable gains in reading and writing, while public magnet school students saw gains in
reading and math. Even students who do not attend the charter schools seem to benefit from their
existence. Homes. DeSimone, and Rupp (2003) find that charter school competition raised the
composite test scores of both district schools and charter schoots.”

The Harlem Children’s Zone program in Harlem, New York combined charter schools
with a web of community services designed to ensure that the social environment outside of
school is supportive for children from birth to college graduation.”’ Under this program, charter
schools were required to select students by lottery because the number of applicants exceeded the
number of available slots for admission. The program was tremendously successful at increasing
the achievement of the poorest minority children.

In a 2011 paper, Deming, Hastings, Kane, and Staiger studied the impact of a public

school choice lottery in North Carolina on college enroliment and degree completiouzz In 2002,

16 Atbert Wat, “Dollars and Sense: A Review of Economic Analyses of Pre-K,” (The Pew Charitable Trusts, Pre-K
Now Research Series, 2007)

17 Katherine A. Magnuson, Christopher J. Ruhm, and Jane Waldfogel, “Does Prekindergarten Improve School
Preparation and Performance?” (NBER working paper, 2004)

'8 Aparna Mathur and Abby McCloskey, “Fostering Upward Economic Mobility in the United States” {(American
Enterprise Institute Economic Studies Series, 2014)

'? justine S. Hastings, Christopher A. Neilson, and Seth D. Zimmerman, “The Effect of School Choice on Intrinsic
Motivation and Academic Outcomes™ (NBER working paper, 2012)

* George M. Holmes, Jeff DeSimone, and Nicholas G. Rupp, “Dos School Choice Increase School Quality?”
(NBER working paper, 2003)
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the Charlotte-Mecklenburg school district implemented an open-enrollment scheme for public
schools, ending the 30-year-old practice of busing students across the district to achieve racial
desegregation. Under this scheme, students were guaranteed admission to their local public
school but were allowed to rank their top three schools across the entire district. If these schools
became overenrolled, the decision of who would attend would be made by lottery, Students from
low-income and poorly performing high schools actively participated in the program and often
chose higher-performing high schools over their neighborhood schools.

The authors found a particularly significant impact of school choice on girls; they
responded to the chance of attending a better school with higher grades and increased enroliment
in college-preparatory courses. Strikingly, girls who attended their first-choice school were 14
percentage points more likely to complete a four-year college degree.

Therefore, expanding school choice could, in the long-run, result in gains in economic

mobility, particularly for minority communities.

HI.B. Labor Market Challenges

Black unemployment rates have been double that of whites consistently over the last fifty
years, as per data compiled by Pew.” These unemployment rates have translated to high rates of
poverty for African-Americans. Among racial and ethnic groups, African Americans have the
highest poverty rate at 27.4 percent, followed by Hispanics at 26.6 percent and whites at 9.9
percent. 45.8 percent of young black children (under age 6) live in poverty compared to 14.5
percent of white children.*

A host of studies suggest that spatial mismatch is a big reason for lower employment among
African-Americans. The idea of spatial mismatch is that blacks often live in areas where there is
a scarcity of jobs. This would suggest that improving transportation options could ease access to
jobs for blacks in areas with more job opportunities such as the suburbs. In a 2007 paper,
Hellerstein et al. argue that spatial mismatch accounts for no more than a small role in lower

black employment25 Instead, they find that even if blacks reside in areas that are dense with jobs

= Drew DeSilver, “Black unemployment rate is consistently twice that of whites” (Pew Research Center, Fact Tank,
2013)

* Economic Policy Institute, The State of Working America, Poverty Fact Sheet

* Judith K. Hellerstein, David Neumark, and Melissa Mcinerney, “*Spatial Mismatch or Racial Mismatch?” (NBER
working paper, 2007)
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at their skill level, these jobs are more likely to be held by whites, a phenomenon they call “racial
mismatch.”

A host of active labor market policies are needed to get these unemployed back to work.
Policy options include the use of wage subsidy programs, work-sharing arrangements, job
placement services, an expansion of the EITC, and apprenticeship programs and fraining
opportunities for teenagers and youth. *® These policies can help match the long-term
unemployed with good, productive jobs and help transition recent high school and college
graduates into the workforce.

One labor market indicator that is strongly correlated with upward mobility is the teenage
labor force participation rate. This could be because formal jobs directly benefit disadvantaged
teenagers or because areas with good schools and other characteristics tend to have more
teenagers working in the formal sector. About 33 percent of black teenagers and 25 percent of
black youths between the ages of 16 and 24 are unemployed.” Since teenage and youth
unemployment is highly likely to lead to lower incomes and fewer life opportunities, this is an
urgent issue that needs to be addressed. Apprenticeship and training programs for youth have
been shown to be effective at easing transitions of teenagers and disadvantaged youth to jobs. An
example is the National Job Corps Study. The Job Corps program was designed to provide
employment and training to disadvantaged youth and young adults. An overview of the program
in Lalonde (2003) suggests that the program generated modest benefits though in the long-run
the costs of the program tended to outweigh the benefits. 28

A more market based approach would be to allow employers to develop customized job-
training programs based on their needs. Such programs could be financed through state-based
grants. A current experiment along these lines is the Wisconsin Fast Forward Initiative. The
program allows employers to apply for grants for worker training, provided the employers hire
the workers after they are trained. This enables employers to hire workers and provide them with
the skills they need to be productive on the job. Such programs can be targeted more specifically

at disadvantaged groups such as African-Americans.

* For an overview of these policies, see Michael R. Strain, “A Jobs Agenda for the Right” (National Affairs, 2014)
and Aparna Mathur, “Statement Prepared for the Joint Economic Committee Hearing on Income Inequality in the
United States” (2014)

¢au of Labor Statistics.

* Robert J. LaLonde, “Employment and Training Programs” (NBER volume titled “Means-Tested Transfer
Programs in the United States™, 2003)
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Certain federal and state government programs such as the Earned Income Tax Credit
have been shown to have positive influences on economic mobility. This is not surprising since
economists have consistently estimated that the EITC has a positive effect on the employment of
single mothers and economically disadvantaged populati011s.29 The Census Bureau estimates that
the EITC lifted 5.4 million people out of poverty in 2010 alone. This also suggests that programs
that incentivize work are likely to be far more successful than simple cash assistance programs in
boosting incomes and mobility, primarily because people are able to earn for themselves and
become productive participants in the labor market. Neumark and Wascher (2000) contend that
the EITC is the most effective anti-poverty program in the U.S. compared to minimum wages or
welfare.*® Work by Dahl and Lochner (2008) and Duncan, Morris and Rodrigues (2004) find that
EITC benefits positively influence the outcomes of children.®!

Despite its success at encouraging work, the EITC has some significant flaws, in terms of its
design as well as its eligibility rules. The high marginal tax rates faced by individuals in the
phase-out region of the EITC are a disincentive to work. Eissa and Hoynes (2005) show that for
women with a job, working more hours, say from part-time to full-time, would result in an
increase in effective tax rates, thus creating an incentive to cut down on hours worked in the
phase-out region.33 Therefore, reducing the tax penalties by phasing out at a slower rate may be
one improvement, though the trade-off would be that the EITC would be extended to higher
income individuals as well.** ¥

Another possible improvement to the EITC would be to extend the credits to childless
individuals. Currently, the majority of benefits go to individuals with children, leaving out

childless adults, who are the least served in the welfare system. While some research suggests

¥ Eissa and Liebman (1996) and Meyer and Rosenbaum (1999a and 1999b) have directly estimated the effects of
the EITC on the labor supply of single women with children. Both papers find that the expansion of the E1TC raised
work activity work activity among this group. Hotz et al. (20035) finds similar results for disadvantaged groups.

* David Neumark and William Wascher, “Using the EITC to Help Poor Families; New Evidence and a Comparison
with the Minimum Wage” (NBER working paper, 2000)

3! Gordon Dahi and Lance Lochner, "The Impact of Family Income on Child Achievement” (NBER working paper,
2008)

* Greg 1. Duncan, Pamela A. Morris, and Chris Rodrigues, “Does Money Really Matter? Estimating Impacts of
Family Income on Young Children's Achievement With Data From Random-Assignment Experiments,”
Developmental Psychology, 2011

% Nada Eissa and Hilary Hoynes, "Behavioral Responses to Taxes: Lessons from the EITC and Labor Supply”
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that the majority of these single adults are men or noncustodial parents who are already working,
this may still be an effective means to transfer resources to another segment of the poor without
significantly discouraging work.*®

Finally, there are significant marriage penalties in the EITC because credit is based on family
income rather than individual income. As a result, a married woman with a husband who works
full-time, faces significantly higher tax rates with the EITC than without it. Also, married women
with children face much higher tax rates than single women with children.’” Holtzblatt and
Robelein (2001) conclude that the least expensive option to ease the marriage penalty would be
to allow for a second-carner deduction.”® This would reduce the amount of income subject to a
tax for a two-carner family, thus extending and flattening out the phase-out region. This would
be more cost-effective than the approach adopted in ARRA which extended the plateau of the
EITC schedule for joint filers.

The system of tax credits and means-tested transfers such as the EITC, TANF, SNAP, and
Medicaid or CHIP should be designed to minimize disincentives for work. On balance, low-
income households could face up to a 30 percent marginal tax rate at low levels of earned
income because of a phase-out of these different credit and transfer programs, according to the
Congressional Budget Office.’ The CBO suggests that these increases in marginal tax rates tend
to decrease the supply of labor by inducing people in the workforce to put in fewer hours or be
less productive. At the very least, combining some of the means-tested programs (such as SNAP,
TANF and Housing Vouchers) into a single program could improve take-up rates and allow
policymakers to obtain a clearer understanding of the marginal tax rates faced by low-income

individuals.

HLC. Good Quality Schooling

In the Chetty (2014) paper, income-adjusted test scores and dropout rates are very highly

correlated with upward mobility. These results are consistent with the hypothesis that the quality

* Bruce D. Meyer, “The Effects of the Earned Income Tax Credit and Recent Reforms™ (NBER volume titled “Tax
Policy and the Economy, Volume 247, 2010)

¥ Eissa and Hoynes (2005)

38 Janet Holtzblatt and Robert Rebelein, “Measuring the Effect of the EITC on Marriage Penalties and Bonuses”
in Making Work Pay: The Earned Income Tax Credit and Its Impact on America’s Families (Russell Sage,
Foundation, 2002)

 Congressional Budget Office, “Effective Marginal Tax Rates for Low-and-Moderate Income Workers” (2012)
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of schools plays a role in upward mobility. Areas with greater upward mobility tend to have high
college attendance rates for children from low-income families, suggesting that attending college
is an important pathway for moving up in the income distribution. The Pew Study finds that test
score differences, which proxy for skill differences. can explain a large share of the black-white
mobility gap.*m Further. the more years of schooling black (and white) children attain, the more
likely they are to move out of the bottom gquintile. The black-white mobility gap reduces
significantly for children who complete college.

Research suggests that even when there is no difference in initial test scores for black and
white children when they enter kindergarten, black students start falling behind white students
with similar characteristics between the beginning of kindergarten and the end of first grade.”!
Further, these differences tend to widen over time. These are likely the result of several factors.
For instance, black children may attend worse quality schools, may receive less parental input or
may have worse home and neighborhood environments. The paper suggests that the most likely
explanation is that black students attend worse schools on average. These differences in schools
are not largely in terms of traditional measures, such as class size, teacher education. and
computer to student ratios, but in terms of non-standard “inputs™ including gang problems in
school and the percentage of students receiving free lunch.

Low-income students drop out of high school at five times the rate of middle-income
families and six times that of higher-income families, according to the Department of
Education. ¥ Over thirty percent of households headed by someone without a GED are
impoverished compared to fewer than ten percent of houscholds headed by someone with a GED
or higher.* Further. blacks have a high school dropout rate that is double that of whites.™ They

also experience rates of poverty that are three times that of non-Hispanic whites.*

* Mazumder (2012)

! Roland G. Fryer, Ir. and Steven D. Levitt, “Understanding the Black-White Test Score Gap in the First Two Years
of School™ (NBER working paper, 2002)
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To increase high school graduation rates, the Brookings Hamilton Project has proposed a
law requiring students to complete high school.* Currently, states require students legally to stay
in school through 10" grade; the proposal would simply extend this requirement through 12
grade. But enforcement for these policies is mixed, ranging from no punishment (Maine).
sending a notice to parents (Oregon), a misdemeanor (Minnesota, Mississippi), a parental fine of
$500 (Arkansas). or imprisonment. Many of these punishments are likely too small to keep a
student in school. especially if the family is disengaged. Therefore, expanding the law without
realigning incentives is unlikely to increase graduation rates.

At a minimum, TANF programs in all states should impose an eligibility requirement that
school age dependents be enrolled in school. This would likely be a significant incentive for
parents on welfare to ensure their children go to school since there are thousands of dollars on
the Hne. For example, one interesting study evaluated the impact of Wisconsin’s Learnfare
program, a welfare waiver program that sanctioned the welfare benefits of families whose
teenage children did not meet school attendance requirements. Dee (2011) found that Learnfare
was extremely successful at targeting at-risk students and promoting school attendance among
this group.” My policy suggestion is along the same lines, Currently, 15 states do not require
dependents to be enrolled in school when their families are receiving TANF payments. We
should make this a priority.

In my aforementioned study with Abby McCloskey, we propose a “milestone™ credit,
wherein low-income teenagers receive a cash bonus upon receiving their high school diploma to
realign their incentives to stay in school. There is a growing body of research on using financial
incentives to motivate educational goals. The Accelerated Study in Associate Programs (ASAP)
granted full tuition waver for full-time college at the City University of New York, which was
found to increase graduation rates.*® Roland Fryer of Harvard has found that financial incentives
can be a “cost-effective strategy for raising achievement among even the poorest minority

students in the lowest-performing schools” if properly structured.*® Fryer’s research shows that

*® Derek Messacar and Philip Oreopoulos, “Staying in School: A Proposal to Raise High School Graduation”
(Discussion Paper from The Hamilton Project, 2012)

* Thomas Dee, “Conditional Cash Penalties in Education: Evidence from the Learnfare Experiment,” Economics of
Education Review, 2011

“® The program included other incentives such as carcer counseling and finances for books and transportation, which
may have influenced graduation rates too. Susan Scrivener and Michael Weiss, “More Graduates,” (MDRC, 2013).
9 Bradley M. Allan and Roland G. Fryer, “The Power and Pitfalls of Education Incentives” (Discussion Paper from
The Hamilton Project, 2011)
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payments for inputs — like reading books — are more effective than payments for performance —
like tests or grades.™

The “milestone credit” should begin as a pilot program, to test its efficacy on improving
graduation rates, the size of the credit required, and the impact on lifetime earnings. To our
knowledge, such a pilot program has not been tried. The cost-effectiveness of the program on a
larger scale would depend on the ability of policymakers to target areas with high dropout rates.
To encourage learning beyond high school, the “milestone credit™ could be increased if the
student goes on to technical school or college.

Beyond high school. many low-income individuals are unlikely to pursue a college
degree because they do not have enough information about the federal Pell Grant program, how
much the grant is likely to be and whether they will be able to pay for it (Avery and Kane.
2004).”' These compliance costs fall most heavily on low-income individuals which may deter
them from applying since the benefits are uncertain. Simplifying the application process could
reduce costs and improve the efficiency of the program.

College aid should also be reformed. The appropriate amount of aid is a topic of much
debate and we do not recommend a specific level in this study. However, to the extent aid is
given, it should be concentrated on the students who cannot afford college. In 2012, the federal
government spent $33.4 billion on Pell Grants, which are needs-based grants for low-income
students. According to the Institute for College Access and Success. African-American students
have benefited greatly from Pell Grants. At a majority of historically black colleges and
universities, two-thirds or more of all enrolled students receive Pell Grants.™ However, roughly
7 percent of Pell Grant recipients are above 250 percent of the poverty line, according to the
Congressional Budget Office.™ Resources should be transferred from these students at the upper
end of Pell Grant eligibility to students below the poverty line.

Aid should also be given with an incentive for students to graduate. Pell Grants amount

to very little societal (or individual) benefit if the students do not complete the degree. Yet

%% Our proposed credit does not fail neatly into either category of an input payment or performance payment. To my
knowledge, payments to encourage high school graduation have not been applied.
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students from the lowest-income quartile historically are six-times more likely not to complete
college than students {from the highest-income quartile.” 4

Pilot programs should be established to experiment with the timing of Pell Grant
disbursements to encourage graduation. One option could be providing lower payments on a
semester-by-semester basis with the bulk of the grant given upon graduation. To our knowledge,
this has not been fried. Additionally, a recent CBO report proposes restructuring the Pell grant
program as a loan program.™ A student would receive a direct loan at the beginning of a term
that would be forgiven at the end of the term if the student completes the class, giving students
an incentive to stay enrolled for a longer period. Encouraging the completion of college would
greatly improve the mobility of low-income students. In 2012, the average unemployment rate
for someone with only some college was 7.7 percent. above the 6.8 percent national average.

. ~ A = . . N . 36
The average unemployment rate falls to 4.5 percent with the completion of a bachelot’s degree.™

{I1.D. Family Structure

Since the 1960s, marriage rates have fallen more sharply for blacks than for whites. In
1960, 74 percent of white adults were married, as were 61 percent of black adults. By 2011, 55
percent of whites were married, compared with 31 percent of blacks. 37 Further, the
Census recently reported that 55 percent of black children are living in single-parent homes,
versus just 21 percent of white children.” Data from Pew further suggest that mobility is higher
for black children coming from two-parent families than from single parent households.”® Many
have argued that family stability plays a key role in children's outcomes (see Becker 1991,
Murray 1984, Murray 2012). Since the 1980s, there has seen a staggering decline in the
traditional family: the number of families headed by a single mother has doubled.®® Single

mothers have a much higher rate of poverty (37 percent) than two-parent families (10 percent) or

* The data here comes from the 1980s. See Martha Bailey and Susan Dynarski, “Gains and Gaps: Changing
Inequality in US College Entry and Completion™ (NBER working paper 2011)

V’ Congressional Budget Office (2013)

* From the Bureau of Labor Statistics

7 D'Vera Cohn, Jeffrey S. Passel, Wendy Wang, and Gretchen Livingston, “Barely Half of U.S.Adults Are Married
— A Record Low™ {(Pew Research Center, Social and Demographic Trends, 201 1)
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childless families and individuals (19.5 percent).®’ In their paper, Hoynes et al.(2003) purport
that changes in family structure may account for the entire increase in poverty from the 1980s to

2004.%2

One of the reasons for changes in family structure is that increases in teen pregnancy
rates mean more single motherhood at very young ages. Among all racial and ethnic groups, the
teen pregnancy rate is highest for black teens.® Traditional prevention methods have included
more birth control and sex education in schools. However, nontraditional methods are also
worth exploring. Isabel Sawhill at the Brookings Institute® recommends a social marketing
campaign on teen pregnancy, citing a recent study by Melissa Kearney and Phillip Levine that
found MTV’s “16 and Pregnant” show was responsible for one-third of the reduction in teen
pregnancy rates in an 18 month period.®

As for support, one of the surest ways to lift single mothers out of poverty is to encourage
them to participate in the workforce. However, the current tax code and system of child care

supports acts as a disincentive to supplying labor.

Federal Policies and Tax Rates: Many federal policies impose high marginal tax rates on
women, which discourages their workforce participation. The Affordable Care Act (ACA) has
added to the tax penalties that already exist in the tax code and acts as a disincentive to supply
labor. According to research by Mulligan, the marginal tax rates from the ACA from phasing out

the subsidy could reach 50 percent for some earners, after taking into account other benefit

®! In other research, Lee (2003) also finds that the increase in family instability is an important factor in explaining
rising family inequatity. Mcl.anahan and Sandefur (1994) find that children who grow up in single-parent or
stepparent families have lower educational attainment than those who grow up with both biological parents. Gruber
(2000) investigates the effects of changes in state divorce laws on outcomes for children. The timing of the "divorce
revolution” -- the transition from fault based divorce, to divorce by mutual consent, to unilateral divorce -- varied
from state to state. Using this state variation, Gruber estimates the effect of unilateral divorce on outcomes for
children and finds a negative and significant effect of unilateral divorce on children's educational attainment.

5 Another new study authored by Harvard economist Raj Chetty finds that rates of single parenthood at the
community level are linked to children's economic opportunities over the course of their lives,
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A significant downside would be if it induced abortions, although the study’s authors assert that teen abortion
rates also fell during this period. See Melissa Kearney and Phillip Levine, “Media Influences on Social Outcomes™
(NBER working paper, 2014)
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programs and marginal taxes.”® As per the Congressional Budget Office, the phase-out of the
health insurance subsidies will result in an implicit tax on earnings and reduce the total number
of hours worked by about 1.5 to 2.0 percent between 2017 and 2024 and will lead to a reduction
in aggregate compensation of about 1 percent.

These large declines in labor supply, whether they happen through cuts in hours or
through fewer jobs, are likely to occur among low-wage workers.®” Given that the elasticity of
labor supply for women is higher than for men and that women constitute a greater share of low-
wage workers, it seems likely that women will disproportionately feel these effects.

Furthermore, married women face strong disincentives to work in the tax code. The
disadvantageous tax treatment of a married couple’s income relative to two single individuals
earning an equivalent amount has led to the notion of a marriage penalty. For example, Fichtner
and Feldman pointed out that the tax code subsidizes single-worker families earning $60,000
while it taxes a two-carner household earning $60,000, which creates inequality among families
carning identical wages.*® Dickert-Conlin found that most low-income couples are eligible for
higher welfare benefits if they are separated rather than married.®” A recent study by Kearney
and Turner shows how a family headed by a primary earner making $25,000 a year will take
home less than 30 percent of a spouse’s earnings because of taxes and the phase-out of
benefits.”

Benefits aside, a single woman entering the worklorce would pay a 10 percent tax rate on
her first dollar earned, whereas a married woman entering the workforce would face a 25 percent
tax rate if her husband earned $60,000.”' Between taxes, lost benefits, and the high cost of child
care, some married mothers may actually lose money from working. As a result, they may
choose to stay home.

Even Social Security carries work disincentives for married women. Social Security

benefits are funded by a payroll tax and based on earnings. For married couples, Social Security

% Casey B. Muiligan, “Average Marginal Labor Income Tax Rates under the Affordable Care Act” (NBER working
paper, 2013)
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benefits are based on whichever spouse earned more (which tends to be the husband). As a
result, married women tend to receive the same Social Security benefits whether or not they
work, but if they work, they are subject to a payroll tax. This, not surprisingly, discourages

. .
married women from working.

Child Care Costs: Child care is a significant and growing expense for many families. In 2011,
61 percent of children under the age of five in the US were in some regular child care
arrangement.” Families with an employed mother and young children paid $143 per week on
average for child care, up from $84 in 1985, according to the Census Bureau.”* This adds up to
roughly 7 percent of family income being spent on child care. For families in poverty, child care
can consume 30 percent or more of their monthly income.”

As the cost of child care increases, many mothers with young children may decide to
leave the labor force to care for children or scale back the hours they work to balance household
responsibilities. There is a large literature showing the impact of child care costs on mothers’
labor market decisions, specifically that high child care costs are associated with less work, while

subsidized child care costs are associated with more work.”®

™ Sita Slavov, “Social Security’s War on Working Wives” (Real Clear Markets, 2012)

7 Lynda Laughlin, “Who's Minding the Kids? Child Care Arrangements: Spring 2011 (US Census Bureau, Current
Population Reports, 2013)

™ 1bid. Costs vary on the basis of children’s ages, the number of children, the quality of care, and across state lines.
For example, the average annual cost of full-time care for an infant in center-based care ranges from $4,863 in
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For example, using data from the 1999 National Survey of America’s Families, Blau and
Tekin (2003) found that the child care subsidies in current welfare programs are associated with
a 13-percentage-point increase in the likelihood of employment.”” Baker, Gruber, and Milligan
studied the introduction of universal highly subsidized child care in Quebec in the late 1990s and
found highly significant labor supply effects.”® Berger and Black evaluated the employment
impact of two Kentucky child care subsidy programs.” They found that a weekly subsidy of $46
increased maternal employment by 8.4 to 25.3 percent.

Also, work effects are stronger on the extensive than the intensive margin, meaning that
the subsidies make it more likely that low-income single mothers work, but have little effect on
hours worked. Compton and Pollak found that married women’s geographical proximity to their
mothers or mothers-in-law improves their labor supply, which they use as a proxy of child care.*’
Meyer and Rosenbaum found that higher expenditures on child care are associated with higher
employment rates for single mothers.*!

On average, married mothers are more likely to leave the labor force because of child
care costs than single mothers, largely because single mothers are usually the only source of
income in their household, whereas married mothers may have another wage earner in the
household. In a review of the literature, Kimme] found that the estimated child price elasticities
of employment for married women range anywhere from ~0.74 to —0.2, with most estimates
falling in the middle.” This means that a 10 percent increase in child care costs is associated
with a 7.4 percent decline in workforce participation. Kimmel found that most elasticity

estimates for single mothers are close to zero. That said, low-income single mothers may be

Employment: Prevalence, Correlates, and Bearing on the Work and Fertility Nexus,” American Journal of Sociology
85, no. 5 (March 1980): 1202-13; David C. Ribar, “Child Care and Labor Supply of Married Women: Reduced
Form Evidence,” Journal of Human Resoyrces 27, no. 1 (Winter 1992): 134-65; and David C. Ribar, “A Structural
Mode! of Child Care and Labor Supply of Married Women,” Journal of Labor Economics 13, no. 3 (July 1995y
558-97.
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more sensitive to child care costs than single mothers generally, which can be attributed to
welfare eligibility or a payment stream aside from work. In one of Kimmel’s earlier studies, he
found that the labor supply elasticity of child care costs for low-income, unmarried white
mothers can reach —0.35.%

As this literature demonstrates, child care has a significant impact on female workforce
participation. Consequently, the rising cost of child care severely limits economic opportunities
available to women, who disproportionately leave the workforce as child care becomes more
expensive or choose jobs with greater flexibility at the expense of pay and promotion.

There is significant agreement that work is a vital component of economic opportunity
and that work incentives are a vital part of assistance programs. Expanding support for child care
accomplishes both objectives. Additionally, the lack of affordable child care options has a
significant impact on women’s professional trajectories, keeping many women in low-paying,
low-promotion jobs or out of the work force entirely.

In our paper, my colleague and I propose streamlining the current child care subsidies
and tax credits, which are needlessly confusing, have low recipient rates, and leave out many
low-income women who need them the most. The core of our proposal is to substantially
increase the amount of the child care tax credit and make it refundable. This would reduce the
need for CCDF, and those on welfare would be given priority for child care. It would eliminate
the need for the employer-sponsored tax credit, making child care support available regardless of
employer options.

Policymakers should also consider supporting child care expenses for educational
attainment, presuming education does not become a substitute for work. The costs of child care
support could be offset in part by increased payroll and income tax collection from the increasing
number of working mothers and reduced welfare enrollment.

Some may argue that child care tax credits or subsidies unfairly reward working parents
over those who choose to stay home. However, this is incorrect. Recall that workers pay payroll

and income taxes. Allowing tax relief for work-related expenses adds more neutrality, not less.®
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Others may point out that child care may reduce cognitive achievement in children.
Baker, Gruber, and Milligan found that children in Quebec’s universal child care program are
worse off in a variety of behavioral and health dimensions, including illness.*®

Quality of care may mitigate some of these effects, although more research is needed.*
For example, Bernal and Keane (2011) assess the cognitive outcomes from informal care
(provided by family or neighbors) versus formal care (provided by a child care facility). The
results are very different.®” The estimate of formal care on child test scores is positive but
statistically insignificant, while an additional year of informal care causes a 2.6 percent reduction
in test scores. This has implications for children from low-income families, who are twice as
likely to be in informal care as in formal care, likely because of cost. ™

Some have proposed increasing the child tax credit, which provides a tax credit of up to
$1,000 per child, instead of providing funding for child care specifically.® There are several
benefits to this approach. More income is generally correlated with better outcomes for children,
and reducing taxes on income may encourage work. However, the labor supply effects of directly
oftsetting child care costs appear to be even stronger, especially for low-income women. As
such, we believe that directly offsetting the cost of child care is a better option for improving

women’s economic outcomes in the long-run.

IV. Conclusion
In this testimony, I have reviewed the evidence on economic mobility, particularly for
African-Americans. | have highlighted some of the factors that are found to be correlated with
economic mobility. Finally, based on two recent studies with Abby McCloskey, 1 have
summarized a set of policy options that may help individuals move up the ladder of economic
opportunity. The most important challenges going forward are the creation of stable family

structures that will invest sufficiently in the education and upbringing of their children. as well as

providing the right kind of high quality education. In addition, improving labor market outcomes
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through the expansion of the EITC. wage-subsidy programs as well as job placement and
training programs is important. I have proposed several reforms to existing welfare and workfare
programs as well as incentives for teenagers and youth to attain higher education. If we can
address some of these challenges. America may remain a land of opportunity for generations to

come.
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