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A half century ago, Massachusetts was one
of the country’s most egalitarian states. To-
day it has one of the most unequal income
distributions. As income inequality has
grown, so too has the degree of income seg-
regation in regions across the state.

The clustering of rich and poor into
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neighborhoods

separate
have been a largely unavoidable

may

symptom of the growing income
gulf between rich and poor. But
there are other potential explana-
tions for increasing income seg-
regation. For example, changes
in land-use regulation and hous-
ing policy may lead to greater
income segregation, too. More-
over, if income segregation acts
as a drag on economic mobility,
so that families in poorer neigh-
borhoods fall further behind eco-
nomically, or if it gives those in
wealthier neighborhoods advan-
tages that help them get further
ahead, it may in itself lead to
greater income inequality.

We know surprisingly little
about the factors that shape in-
come segregation and how it in-
teracts with income inequality,
but new research exploring the
relationship is starting to provide

a better indication of how the state’s chang-
ing income distribution may contribute to
neighborhood change.

Research shows that income inequality in
U.S. metropolitan areas has grown quite
rapidly over the last several decades. Income

segregation has also increased, closely mir-
roring the growth in inequality.!

Two recent studies, which use measures
of economic segregation that are mathemat-
ically independent of rising inequality in a
metro area’s income distribution, provide
evidence that increasing inequality con-
tributes directly to increasing income seg-
regation. Analyzing change between 1970
and 2000, Tara Watson of Williams Col-
lege found that a one-standard-deviation
increase in inequality drove up income seg-
regation by 0.4 to 0.9 standard deviations.?
Using a different method, Sean Reardon
at Stanford University and his colleagues
found that income inequality’s impact on
income segregation over the 30-year period
was somewhat lower than Watson’s findings
suggest, but that growing inequality never-
theless accounted for approximately 60 per-
cent of the rise in income segregation across
the nation’s 100 largest metro areas.

The studies concur in finding that the
connection between rising inequality and
increasing income segregation is largely
driven by the fact that families at the top
of the income distribution are geographi-
cally separating themselves as they become
more affluent. Reardon’s research includes
geographic models that show wealthy fami-
lies are increasingly segregating themselves
by significant distances. That finding could
help explain why income segregation runs



higher in larger metropolitan areas. Smaller
ones may simply lack the scale for affluent
families to cluster away from others.

Consider how income distribution has
changed in Massachusetts, for example. Re-
cent research by MassINC and Northeast-
ern University’s Center for Labor Market
Studies shows that the change has large-
ly been in the form of increased wupper-tail
inequality—the people at the top getting
wealthier. Between 1989 and 2009, families
at the 99th percentile of the distribution ex-
perienced a 47 percent gain while families
in the middle of the distribution saw their
income rise just 4 percent.’

Estimates published last year in the
journal MassBenchmarks show that growth
in upper-tail inequality has been most pro-
nounced in Greater Boston, the region in
the state with the largest and fastest-grow-
ing income disparities.* But although Great-
er Boston exhibits a high degree of income
inequality, income segregation is surprising-
ly similar to other regions in the state and
has actually risen at a slower pace over the
last two decades. (See “Changes in Regional
Income Segregation, 1990 to 2007.”)°

Boston’s modest increase in economic
segregation despite steep increases in in-
equality stands in marked contrast to oth-
er large metro areas nationally. Greater
Boston’s inequality level ranks 10" highest

among metro areas with more than 1 mil-
lion residents, yet it has much less family-
income segregation relative to other places
with uneven income distributions. (See “In-
come Segregation and Income Inequality by
Region, 2007.”) A common measure of in-
come inequality, the Gini Index, shows that
Boston is similar to Chicago, Philadelphia,
and Detroit in that regard.® Nevertheless,
the latter three metro areas have far high-
er levels of income segregation. In Philadel-
phia, for example, 43 percent of residents
live in either a poor or an affluent neighbor-
hood. A mere 30 percent of Greater Bos-
ton’s residents live in such extremely in-
come-segregated neighborhoods.”

Boston’s relative income diversity is perhaps
testimony to the exceptional efforts of those
working to build mixed-income neighbor-
hoods. The region is known for some of the
nation’s most productive community devel-
opment corporations, for example. And in-
clusionary zoning has helped maintain di-
versity in the urban core, while the state’s
innovative 40B statute has helped provide
affordable-housing opportunities in ex-
clusive suburbs.® Although such efforts are
pronounced in Greater Boston, the same
cannot be said of other regions in the Com-
monwealth, where income segregation is

steadily growing. The rise in income segre-
gation has been particularly intense in the
state’s so-called Gateway City regions and
should be a concern.®

In 1990, the state’s Gateway City re-
gions contained predominantly middle-
class neighborhoods. Around two-thirds of
residents in Greater New Bedford, Spring-
field, and Worcester lived in middle-income
neighborhoods. Over the last two decades,
that ratio has fallen precipitously. In 2007,
Worcester’s middle-income neighborhoods
were down to 55 percent of metro area resi-
dents. Middle-income neighborhoods were
home to less than half of all residents in
New Bedford.

In regions across the state, middle-in-
come neighborhoods have been replaced by
both poor and affluent neighborhoods over
the last two decades. (With the exception of
Greater Worcester, the increase in the share
of residents living in poor census tracts has
outpaced the growth in residents living in af-
fluent neighborhoods.) In Gateway City re-
gions like Greater New Bedford, poor neigh-
borhoods invariably multiplied within the
central city, while more affluent neighbor-
hoods appeared in the surrounding suburbs.

When families with limited means be-
come geographically isolated, the jurisdic-
tions where they live have reduced tax ca-
pacity, and that in turn means there will be

Percent of residents living in each type of neighborhood
Segregation index
1990 2007 change
low high low high poor or
Metro area 1990 2000 2007 poor | income | middle | income | affluent | poor | income | middle | income | affluent | poor | affluent | affluent
Boston| 0.111 | 0.134 | 0.137 Il 10 58 10 Il |7 9 47 I3 13 6 2 8
New Bedford | 0.070 | 0083 | 0.14I 9 12 65 9 5 24 5 40 17 15 14 10 24
Springfield | 0.101 | 0.110 | 0.132 Il 6 68 I 4 |7 13 42 22 7 6 3 9
Worcester| 0.087 | 0.117 | 0.118 [1.4 | 64 66.2 14 22 I5 9 55 12 8 4 6 10

Source: Authors’ estimates using decennial Census and 2006-2010 American Community Survey (labeled 2007) from Sean Reardon
and Kendra Bischoff, “Income Inequality and Income Segregation,” American Journal of Sociology |16, no. 4 (2011).
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Metropolitan area | Gini index (2008)

Boston* | 0.47 0.137
Chicago | 0.47 0.170
Philadelphia | 0.47 0.208
Detroit | 0.46 0.194

Segregation index (2007)

Percent of residents living in poor
or affluent neighborhood

30
33
43
46

Sources: Census 2007-2009 American Community Survey (ACS) estimate; 2005-2009 ACS (labeled 2007) from Sean
Reardon and Kendra Bischoff, “Income Inequality and Income Segregation,” American Journal of Sociology 116, no. 4 (2011).

*
Author’s calculations following Reardon and Bischoff.

fewer good-quality public services for those
families. (Such phenomena may be partic-
ularly pronounced in states like Massachu-
setts, where virtually all local government
services are provided by cities and towns
with small geographic spread.) The most
obvious area where we would expect to see
this have an impact is in education. Indeed,
research nationally finds that increasing
economic segregation increases the perfor-
mance of children from high-income fami-
lies and reduces the educational attainment
of students from low-income families.?

As the quality of public services begins
to vary more across communities, neigh-
borhoods may have a difficult time attract-
ing middle-income residents, and the po-
tential for a downward spiral becomes very
real. Over time, the process of neighbor-
hood change can concentrate poverty in a
few neighborhoods. A body of work by the
Federal Reserve System and the Brookings
Institution documents the negative implica-
tions of living in severely distressed neigh-
borhoods." Since 1990, as the number of
poor people in Massachusetts has growth by
one-fifth, the number of Massachusetts resi-
dents trapped in neighborhoods with highly
concentrated poverty has increased by even
more, nearly one-third.*?

Given mounting state and federal bud-
get deficits, low-income communities are
unlikely to see the support from higher lev-
els of government that would be needed to
help address the effects of growing econom-
ic segregation. Retaining economic diversity
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in the face of increasing inequality will be
key to the quality of service delivery of lo-
cal governments, and by extension, the eco-
nomic stability and upward mobility of low-
er-income residents.

Ben Forman is research director at MassINC
in Boston. Contact him at BForman@
MassINC.org. Caroline Koch is « MassINC

research assistant.
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