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Economic Recovery for Everyone:
Racial Equity and Prosperity

States are poised to receive signifi-
cant federal funding to stimulate the
economy and put people back to work.
Much of it targets “shovel ready”
projects. Government has to be smart
about how it uses our money. The
stimulus package alone will not be
enough to put everyone who needs a
job back to work. And it will not sup-
port all the services our communities
need. But if it is allocated wisely and
fairly, it can be a powerful boost to
the economy and improve the lives of
many.

To do that, states must ensure that
those in the most need benefit from
the stimulus. While we have made
much progress on race and gender
equality in this country, we have not
yet achieved full fairness, and these
inequities limit prosperity for all of us.
Targeting stimulus funds to commu-
nities in need is not only the fair thing
to do, it is the effective thing to do.
Considerable research, by Univ. of
So. Calif. Professor Mamuel Pastor
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and others, shows that investing in
equity builds the regional economy and
helps everyone.

A Racial Equity Lesson

The nation’s financial crisis was
jump-started by the mortgage crisis.
There is an important lesson to be
learned from looking at the origins of
the crisis in the light of racial exclu-
sion from fair lending opportunities.

# National research has shown that
up to 35% of those with
subprime loans could have quali-
fied for normal, prime mort-
gages.

® Blacks and Latinos are much
more likely to have subprime
mortgages than their White
counterparts even when they have
the same income. In fact, at
higher income levels, there is a
larger subprime-prime gap be-
tween Blacks and Whites,
® Becanse of usurions loans,
Black and Latino communities
are much more unstable in the
curfent crisis than White com-
munities, facing higher foreclo-
sure rates as well as the ripple
effects of this crisis—higher un-
employment rates, lower wages,
fewer assets and greater
healthcare-related stresses.

If we had paid attention to the most
distressed communities, we would
have identified some problems that
needed correcting for all mortgage
seekers and possibly averted the finan-
cial crisis we now face. The good news
1s we can learn from this mistake.

With the economic stimulus pack-
age, we have the opportunity to adopt
policies of inclusion and prosperity for
all. Five key principles can help achieve
that goal:

1. Stimulus investments should en-
sure that those most in distress ben-
efit meaningfully.

A primary strategy of the stimulus
1s to put people to work. Communities
with high rates of poverty and vnem-

(Please turn 1o page 2)

CONTENTS:

Economic Recovery.... 1
Employee Free

Choice Act ................ 3
PRRAC Update . -7
Memphis Since King... 8
Opportunity Impact

Statement............... 13
Targeted
Universalism ........... 16

Foverty & Race Research Action Council ® 1013 15th Street NW # Suite 400 ® Washington, DC 20003
202/906-8023 e FAX: 202/842-2885 e E-mail: info@prrac.org ® www.prrac.org

Recyeled Paper



(STIMULUS: Continued from page 1)

ployment should be targeted. Commu-
nities in which 40% or more of resi-
dents (20% in rural areas) live at or
below the federal poverty level have
the highest rates of unemployment,
tend to live farthest from jobs, lack
sufficient public transit, quality child
care and education.

Diseretionary funds in the stimulus
package would be well-spent in en-
suring exciuded communities get the
services they need.
® One particularly important les-
son from New York City’s bud-
get cuis of the mid-1970s has
been the cost, both human and
fiscal, to the city in the form of
tuberculosis, HIV infections and
homicides in communities of
color. Diug treatment, health
services and law enforcement all
suffered from budget cuts, with
a price tag of $10 billion in im-
mediate savings and 350 billion
in nltimare costs.

Low-income people cannot compefe
Jfor jobs when transit is inadequate or
too costly. It is crifical that states use
stimulus money to ensure that public
transit remains affordable.
® The nation's poorest families
spend nearly 40% of their take-
home pay on transportation. Be-
tween 1992 and 2000, house-
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holds that earned less than
$20,000 saw their transpottation
expenses increase by 36.5% or
more, while for households with
incomes of $70,000 and higher,
transportation costs rose only
16.8%.

® A survey by the American Pub-
lic Transportation Association of
115 of the association’s members
found that 60% of the systems
are considering fare increases,
while 35% are experiencing sez-
vice cuts. For the past five years,
Cleveland, for example, has ex-
perienced an increase in rider-
ship, while simultaneously suf-
fering a 63% decrease in state
funding, resulting in fare hikes,

2. Stimulus investments shounld sup-
port infrastructure projects that
benefit distressed communities, not
solidify inequities.

The term “shovel ready” conjures
up images of highways and bridges,
but investment in public transit options
that help connect communities with
high rates of vnemployment to job
centers will create more jobs and
longer-term benefits to the economy
than road repair alone. Public transit
investments should go beyond urban
centers to benefit rural poor commu-
nities and help urban communities
reach suburban job centers.

® A 2000 study by scholar Michael
Stoll of the Univ. of California.
Los Angeles fonnd that no other
group in the United States was
more physically isolated from
jobs than African Americans.
Stoll's research revealed that
more than 50% of Blacks would
have to relocate to achieve an
even distribution of Blacks rela-
tive to jobs; comparable figures
for Whites are at least 20 per-
centage points lower.

A study by the Brookings Institu-
tion shows that, nationally, over half
of all Blacks live more than five miles
from job centers, as do more than 40%
of all Latinos and Asians, compared

to a third of Whites. Blacks and
Latinos are six times mote likely to
rely on public transit than Whites.

3. Stimulus investments should ad-
dress access to credit in commumni-
ties pulverized by the collapse of the
mortgage market and the job mar-
ket.

Investing in communities of color
as “regional business pariners™ is a key
to spurring the innovation necessary
to diversify the economy and compete
globally. And we know it works.

® In the midst of near-economic
meltdowns in the 80s and 90s,
Los Angeles and Houston revived
their economies, thanks in large
part to investment in immigrant-
and minority-owned businesses.
New minority-run banks pumped
new life mio these economies.

® Dependent even more on energy
than New York is on Wall Street,
Houston's economy disinte-
grated when energy prices plum-
meted. Houston re-invented it-
self by investing in the city's
entreprenenrial culture and sub-
stantial immigrant community.

® Los Angeles took a similar ap-
proach, investing in the growth
of immigrant-ron businesses that
moved in when older firms
moved out. By nurmring the en-
treprensurial talent of their com-
mmmities of color, both cities have
seen much less severe job losses
even in a bad economy and de-
spite state budget crises.

Discretfionary sfimulus spending
should alse recognize that commu-
nity-based organizations are employ-
ers, lenders, frainers, connectors and
community-stabilizers. Stimulus
money would be well-spent if it in-
cluded provision for community-
based organizations to provide imme-
diate financial relief in high-poverty
communities.

The nonprofit sector in America em-
plovs a steadily increasing segment of
the country’s working population.
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® The average annual growth rate
in employment for nonprofits
(2.5%) was significantly higher
than for business (1.8% ) or gov-
ernment (1.6 %). The number of
Americans employed in the non-
profit sector has doubled in the
last 25 years. Nonprofit employ-
ment represents 9.5% of total
employment in the United
States, with total employees
numbering 12.5 million.

Two immediate ways in which com-
munity-based organizations can stem
the free-fall of communities in trouble
are: 1) a stipend program to put people
in naderserved communities to work
on community problems: and 2) loan
funds and other financing support ser-
vices to help disadvantaged entrepre-
nenrs get access to credit and other as-
sistance for business success.

4. Stimnlus investments should rec-
ognize differences in labor segmen-
tarion by race and gender to ensure
an equitable distribution of the
stimulns’ benefits.

According to research by Professor
Darrick Hamilton of the New School
for Social Research and others, people
of color, particularly Black men, tend
to be “crowded” into low-prestige jobs
and paid lower wages than White male
counterparts.

In the construction industry, which
will benefit heavily from investment
in “shovel ready” projects, men of
color and women of all races are sig-
nificantly under-represented.

® A smdy of 25 metropolitan areas

that measured the difference be-
tween the proportion of Blacks
in the workforce and in the con-
struction trades found a gap as
high as 18% in Atlanta.

® Overall, if Blacks were employed

in comstruction proportionate to
their representation in the over-
all workforce, 137,044 more
Blacks would have had construc-
tion jobs.

® Latnos, on the other hand, are

generally over-represented, but
their jobs typically are less
skilled, less unionized, pay less
and are more dangerouns.

“Shovel ready™ projects funded by
the stimulus package can benefit un-
emploved people of color and women
if specific incentives and enforcement
tools are enacted to ensure fair access
to these opportunities. All stimulus
projects should require local resident
hiring goals and create a link to com-
munity-based groups as the first line
contact for construction jobs. Local
hiring requirements are a proven ap-
proach to bring jobs to under-repre-
sented constitnencies in construction
trades. These requirements can be ap-
plied to permanent jobs as well.

#® Qakland's $1.2 billion ports
modernization program requires
local hiring for all construction
work through an agreement
reached in 2000 between the
Port of Oakland, the general con-
tractor and unions of the Build-
ing Trades Council.

® In Los Angeles, a 2004 Com-
munity Benefit Agreement re-
quires local hiring as part of the
Los Angeles Airport (LAX)

modernization. The agreement
covers a very wide range of jobs,
including retail and food service
employees, airline employees,
service contractors and baggage
handlers.

A study by the Partnership for
Working Families indicates that the
most effective hiring agreements for
construction jobs require placement of
apprentices who are residents of low-
tncome neighborhoods. It is also 1m-
portant to establish pre-apprenticeship
programs and create connections with
community-based organizations that
can recruit job-seekers. Some unions
and contractors recognize the value of
hiring local residents, but governments
should enact incentives, including re-
wards and penalties, to convince oth-
ers to do the same.

5. Data collection on the race,
ethnicity and gender of those served
by stimulus money is critical to
evaluating the success of the stimu-
lus package and to inform govern-
ment officials, advecates and the
public about what works and what
does not. [

For further information on the economic stimulus initiative see:

Applied Research Center, “Resources Page on the National Economic Re-
covery and Reinvestment Act,” http://arc.org/pdf/stimulus_resources.pdf

PRRAC, “Compilation of advocacy resources on the American Recovery
and Reinvestment Act of 2009.” available at http://www. prrac.org/policy.php

PolicyLink and Green for All, “Bringing Home the Green Recovery: A User's
Guide ro the 2009 American Recovery and Reinvestmenr Aer, 7 available at
www_policylink org

Erookings Imstimtion Metropolitan Policy Program, “Delivering Metropoli-
tan Stimulus,” available from metro@brookings edn

Center for Law & Social Policy, “Beyond Stimulus: Shoring Up the Safety
Net, Securing the American Dream.” http://www.clasp.org/publications/
claspbeyondstimulos pdf

The Ceanter for Law and Social Policy is offering a series of aundio confer-
ences aimed at providing information for state and local policymakers and
advocates on the opportunities states will have with economic recovery
funds. Inf at 202/906-8000, www.clasp.org

For housing impacts, see the National Low Income Housing Coalition ar-
ticle: http://www. nlihc org/detail/article cfm?article_id=35817
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