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Executive Summary

Of all the children born in the 1940s, over 90% ended up making more money than
their parents. That is true of only 50% of today’s adults. For more and more
Americans, the aspiration of doing better than one’s parents, or that one’s children
will do better than they did, is out of reach: a fundamental challenge to the American
promise of upward mobility. Nowhere is upward mobility more out of reach than the
South, where fewer than 1 in 20 children born poor will reach the top quintile during
their lifetime. Moving chronologically through a person’s lifespan, this paper identifies
three key “mobility points” at which someone’s prospects at upward mobility are
determined and where policy interventions can help them succeed. The first section
describes the lifelong impacts of early childhood education on a person’s economic
prospects. The second section details the relationship between post-secondary
education options and a person'’s ability to succeed in the modern workforce. The
third section illuminates the economic impacts of healthcare access, particularly in
rural communities. The final section places the paper’s analysis within the framework
of targeted universalism and outlines the sky-high potential that Southern

communities can meet when they invest in upward mobility. In sum, this paper finds

© MDC 2023



that making these investments will make the South an economic powerhouse where

all people thrive.

Key Takeaways

Intro: Of all the children born in the 1940s, over 90% ended up making more
money than their parents. That is true of only 50% of today’s adults. Nowhere
is upward mobility more out of reach than the South, where fewer than 1 in
20 children born poor will reach the top quintile during their lifetime. In no
developed country where data are available is the rate of mobility so low.

Invest in Children, Watch Them Grow: Children with access to high-quality

childcare and pre-K experience higher earnings as adults and various other
positive downstream effects. However, in many parts of the South, childcare
is unavailable or, for many center-based childcare options, prohibitively
expensive. For this and other reasons, many families prefer home-based
childcare options—but home-based providers face significant financial and
regulatory barriers, interfering with their ability to fill childcare gaps. Policy
interventions should focus on improving access to childcare across the board,
including universal pre-K and reforms to the home-based childcare regulatory
process.

On the Fast Track: Graduating from high school and completing a post-

secondary degree causally increase a person’s earnings and job opportunities.
However, low-income students and students of color are less likely to
graduate from high school, and higher education is increasingly unaffordable
for many of the students who would stand to benefit most from a degree.
Policy interventions should focus on identifying the students at risk of
dropping out and providing them with targeted support while increasing
public investment in higher education to increase affordability and
accessibility.

Healthy Places, Healthy Communities: Access to adequate healthcare makes

upward mobility possible, yet in many rural communities, poor insurance
coverage and hospital financing structures have caused hospital closures and
severe coverage gaps, which hinder people’s ability to succeed economically.

Policy interventions, including Medicaid expansion, should focus on closing
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coverage gaps and ensuring that rural hospitals can serve as sources of
healthcare and economic activity in their communities.

e Meeting Our Potential: The framework of targeted universalism enumerates

an ideal that we all hold (e.g. all children should have access to a high-quality
early childhood education), determines whether there are racial or other
disparities in meeting that ideal, then identifies policy interventions that close
disparities and improve outcomes for everyone. Through a targeted
universalist approach to investing in upward mobility, the South has the
potential to establish itself as an economic powerhouse where all people

thrive.

Of all the children born in the 1940s, over 90% ended up making more money than
their parents. That is true of only 50% of today’s adults.! For more and more
Americans, the aspiration of doing better than one’s parents, or that one’s children
will do better than they did, is out of reach: a fundamental challenge to the American

promise of upward mobility.

Nowhere is upward mobility more out of reach than the South, where fewer than 1 in
20 children born poor will reach the top quintile during their lifetime. In no developed

country where data are available is the rate of mobility so low.?

To be upwardly mobile is to ascend economically over the course of one's life—in
both absolute and relative terms. Absolute and relative mobility are correlated but
distinct metrics for the economic health of a community. If an individual is upwardly
mobile in absolute terms, they have a higher income or level of wealth than they once
did, or their parents did. If they are upwardly mobile in relative terms, they have
ascended the hierarchy: their economic position is higher relative to the community

at large.

In an upwardly mobile community, one’s zip code or the status of one’s parents does

not cast a shadow over the entirety of their life. Through some combination of higher
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education, redistributive policy, hard work, and luck, they can find ways to change
their economic status for the better. An unequal society, on the other hand, is defined
by its stratification but also its rigidity: it's difficult for any given person to overcome
the circumstances in which they were born. For all its history, the South has been a
profoundly unequal society. But if the region begins to invest in upward mobility, it
will be set on a path toward prosperity and economic opportunity for people,

communities, and economies.

The South is already beginning to thrive, and by examining the factors that are
contributing to the region’s success, we can find the early traces of what will make
the region dominant and prosperous in 10, 25, and 50 years. The South is a great
place to start a business; the cost of living is lower in the South than in other parts of
the country; Southern communities are close-knit and mutually supportive, provided
they reckon with the complex, racially uneven history of the South. If the South
continues to grow and thrive over the next decades, these same traits will be the key

to the castle.

But if Southern families outside the spheres of wealth lack the social supports they
need to care for and raise healthy children; if those children aren’t given access to an
education that unlocks high-paying jobs; if, as adults, Southerners are trapped in
healthcare deserts and coverage gaps that stifle their creative and productive
capacity—then the South will be no more prosperous than anywhere else, and,

indeed, will likely flounder in inequality and entrenched stagnation.

The trajectory of upward mobility in the South will chart the region’s path. Therefore,

the South—and its leaders—must decide whether to invest in its own success.

This paper will examine upward mobility as it relates to the South by considering
mobility as an individual and community-wide indicator. Individually, upward mobility
describes one’s ability to ascend, in both absolute and relative terms. An upwardly
mobile community is one whose combination of policy, resources, geography, and
social networks not only permit but foster its members’ upward mobility. By making a

distinction between an individual’'s prospects and the ways the state of their
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community helps or hinders their prospects, we can ultimately make a strong case for
economic mobility being a product of community-wide policy rather than a statement
about an individual’s inclination toward hard work or their good luck. We find that,
across the country and particularly in the South, communities that enjoy substantial
economic growth and relatively low inequality are more economically prosperous,
more socially cohesive, and happier than those which are economically stagnant or
vastly unequal. Often, the most upwardly mobile communities are the ones that have

made deliberate investments in the success of their people.

Say, for a moment, that these investments can be sorted along a person’s lifespan.
Some, like a robust early childhood educational infrastructure, touch a person
between birth and kindergarten. Another investment may be a guarantee of debt-free
higher education, which would impact people starting at around age 18. On the other
hand, there are some investments, like expanding access to healthcare, that enable

health, prosperity, and advancement throughout a person’s life.

Taken together, these investments accumulate over the course of a lifetime. If a
person grows up in a community that invests in her health, wellbeing, and success
starting at birth but continuing through childhood and adulthood, her community will
be a springboard: if she works hard and plays by the rules, she has a great shot at

advancement.

If, on the other hand, she is born in a different community—one with gaps in early
childhood education and under-resourced public schools, which reduce her
opportunities for higher education and well-paying jobs, or one without adequate
health care services in the immediate vicinity, or one without stable housing and
transportation infrastructure—then she may find herself working harder and harder

just to stay afloat, much less advance.

And, of course, in both communities, she does not exist in isolation: her trajectory is
shaped by her surroundings, and, in turn, she helps shape her surroundings. If she
comes from a community that invests in and prioritizes upward mobility, her

advancement will be the community’s advancement, too. If not, the community will
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miss out on the benefits—economic and social—that we can all provide our

communities when we're given the tools we need to survive and succeed.

In other words, when a community invests, through policy, in the upward mobility of
all its community members, the benefits it receives in return far exceed the reach of
the initial investment. For the South, fast-growing and persistently unequal, any delay

in making these investments represents a cascade of missed opportunities.

When a child is born, the nature of her community and environment have already
helped shape her future. They represent the first of many inflection points—points at
which a person can be set down divergent paths, leading to starkly different
outcomes years into the future. Often, which path a person takes at each of these
inflection points is determined by a decision: not one made by her, as an individual,
but one made by her community, as a collective. When someone is upwardly mobile
over the course of their life, we can think of these inflection points as opportunities
that one’s community took time and time again to use policy to set them on the

upward path. In this paper, we will call these turning points “mobility points.”

Now we begin with the first set of mobility points: birth and early childhood.

In Our Kids: The American Dream in Crisis, Robert Putnam interviews Elijah, who grew
up poor in New Orleans and packs groceries at a shopping mall near Atlanta, Georgia.
“When | was four years old,” Elijah tells Putnam, “I seen this pretty little girl, rolling on
her little scooter, die in the drive-by. Just out of nowhere.” When he was six, Elijah
started helping his cousin James rob strangers for their money or shoes, until James

was convicted of first-degree murder and sentenced to twenty-five years in prison.
Elijah spent his childhood moving from New Orleans (where his grandfather lived and

his father was incarcerated), Charleston (where his mother lived), and Atlanta (where

his mother’s boyfriend lived). When he lived with his mother, she worked two jobs
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and struggled to make ends meet. His schooling was inconsistent—he got “horrible”
grades and was expelled at least once—and when he turned nineteen, now an adult,
he ran into drugs and alcohol, and his mother kicked him out of the house. Now, he is
optimistic about his future but struggles to imagine alternatives—for himself or for
hypothetical children—to a life of violence and instability. Due to circumstances
entirely beyond his control, the first years of Elijah’s life were marked by
unimaginable violence and instability, sending him into a cycle that defined his entire

childhood and from which he struggles to break free as a young adult.®

Our Kids tells several stories of childhood, taking place across the country, that show
how radically different some children grow up than others, and how those differences
manifest later in life and throughout a community. There are many lessons to draw
from Elijah’s experience in particular: how someone’s early childhood experience
informs the rest of their life, the relationship between inequality and violence, and the
results of an educational system that too easily pushes out its most vulnerable
students. These lessons show that investing in safe, stable, and educational childhood
yields happier, more peaceful, and upwardly mobile adults. In the South, where
childhood investment lags behind the rest of the nation, disproportionately

disadvantaging Black, Latine, and Native children, these are lessons we should learn.

The story of early childhood investment begins before a child is born. There’s
substantial evidence that social and environmental conditions while a fetus is in utero
have an impact long after birth. Across the board, these conditions are stratified on
racial lines. Data from the Centers for Disease Control and Prevention (CDC) show
that the pregnancy-related mortality rate among Native women is 26.2 per 100,000,
and for Black women, it's 41.4. For white women, it’s 13.7 per 100,000. (And this isn't
a downstream effect of educational inequalities: the maternal mortality rate for
college-educated Black women is 1.6 times higher than that of white women without
a high school diploma.)* The same study found that Black and Native women are
more likely to experience preterm births and low birth weight births, and they’re more
likely to receive late, insufficient, or nonexistent prenatal care.’> And environmental
conditions for pregnant women show racial disparities, too: a 2022 study found that

people living in zip codes with higher-than-average Black, Asian, and Latine
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populations are exposed to more air pollution than those living in whiter-than-
average zip codes.® All of these factors have real and measurable effects on a baby’s
lifelong trajectory: each standard deviation increase in birth weight, for instance, is
correlated with a 2.75% increase in annual earnings.” This means that, even before a
Black, Latine, or Native baby is born, racial inequities affect her physically in ways

that correlate to her lifelong physical, social, and economic prospects.

The Center for American Progress (CAP) recommends a whole slate of policies
intending to promote social and physical health during and after pregnancy. For one,
access to abortion and contraception allows women to choose when they get
pregnant, which helps ensure their economic security. Once someone is pregnant,
reducing gun violence, intimate partner violence, air pollution, and housing instability
are all ways to promote their health and wellbeing. Paid family and medical leave, to
which Black and Latine women have less access,? allow people to receive the medical
care they need without sacrificing their economic standing.” All these policies are
investments in the health of mothers and infants, and those are investments worth
making: as we've seen, healthy, well-supported pregnancies lead to better outcomes

throughout childhood and adulthood.

The next mobility point occurs only a couple years later, when the child is ready to
begin her schooling. While every state and the District of Columbia guarantees a
public education between kindergarten and 12t grade, all the care and education that

occurs before kindergarten is vital, too, and not universally accessible.

Early childhood education (ECE) tends to fall into one of two categories: center-based

care and home-based care.

There are several important differences between center-based care and home-based
care, and each comes with its own set of benefits and challenges. Center-based care
may be attractive to some families because of its facilities, professional staff, and
regulation, but it can be prohibitively expensive. The costs of center-based child care
vary from state to state, but in all cases, it is a substantial proportion of the state’s

median income and an even higher proportion of the federal poverty line. Child Care
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Aware finds that in North Carolina center-based child care, on average, costs $9,350
per child per year, which is 35.4% of the state’s median income for a single-income
household and 10.2% of a dual-income household’s median income. Florida fares the
best in the South—the average cost is $7,186, which is 24.3% of a single-income
household’s median earnings and 8.3% for a dual-income household: which is still a
significant percentage, particularly for those below the federal poverty line
($19,720).2° The math gets even worse if the family has more than one child needing

care.l

A worthy alternative to center-based child care is home-based child care, which is
conducted in a provider’'s home. Most children are cared for in home-based settings,

at least at times.

Families may prefer home-based child care to center-based care for a variety of
reasons. Because it is offered in a provider's home, less overhead and fewer
personnel needs make it, on the whole, a more affordable option. Home-based child
care, in addition, may offer more flexible hours than structured, institutional child care
options, which makes it a better fit for parents who work irregular hours, at night, or
on weekends. Finally, and importantly, home-based child care often means that a
child is cared for by members of their community (and, in some cases, members of
their family). Whether they're a neighbor, friend, or relative, they may share the
family’s culture or language, and they have the family’s trust. All these factors, and
particularly this final point, explain why home-based care is a crucial resource, in
particular, for Black, Latine, and immigrant families. Low-income families and families
with children with special needs may also find home-based care a more accessible
option than center-based alternatives.'? All in all, home-based child care fills a crucial
gap in the child care system and provides care to families who cannot afford or do not

prefer center-based care.

Unfortunately, home-based child care providers face significant regulatory and
resource challenges. Due to stigma against home-based child care providers and
a child care system that favors center-based care, the number of licensed home-

based providers is dwindling, and unlicensed providers can face severe legal
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consequences for caring for too many children at once.*® These regulatory

burdens risk driving away home-based providers and widening existing childcare

gaps.

It's also important to consider pre-kindergarten, or pre-K. Some states offer universal,
or state-funded pre-K, which helps reduce the amount of time during which families
need to obtain child care on the private market. While the COVID-19 pandemic
caused a temporary drop in enrollment in state-funded pre-K, enrollment levels
nationwide have been climbing gradually since 2002. In 2022, 6% of 3-year-olds and
32% of 4-year-olds were enrolled in state-funded pre-K. Only a handful of states
have achieved a truly universal state-funded pre-K program for 4-year-olds:
Wisconsin, lowa, Oklahoma, West Virginia, Florida, and the District of Columbia.
Most states make no specific commitment to universal coverage, and the only
Southern states that make one are Florida and Georgia.** Closing pre-K access gaps
with universal programs can reduce the amount of time that families are reliant on
the private child care market, which would reduce the high cumulative cost of early

childhood care.

The benefits to the wider economic engine and social fabric of investing in early
childhood care are clear and substantial. Children who have access to high-quality
pre-K programs, for instance, enjoy a range of benefits throughout their schooling
and into adulthood. They score higher on kindergarten entry tests, controlling for
family income, and they're less likely to repeat a grade between kindergarten and 12
grade. They're more likely to graduate from high school and college and less likely to
engage in criminal activity.!®> Having access to quality pre-K can also increase a
person’s earnings as an adult by 25%. Meanwhile, parents benefit from accessible,
well-resourced child care, whether center-based or home-based, since it makes it

easier to work full-time and further their own education.®

The status quo, on the other hand, leaves many children behind. Those born into
families with money have the option to choose the most stable, reliable care, while
those without resources do not have access to this same choice for their child’s early

education opportunities. Entire families suffer as a result: in North Carolina, 16% of
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children have parents who've had their employment affected by childcare issues.'” In
other words, working parents cannot get ahead when gaps in the childcare system
disrupt their ability to work. Their kids suffer too, in the long run. Making alternate
choices can fill these childcare gaps and allow parents and children alike to access

greater opportunity.

Whether it be expanding state-run pre-K (moving toward universal coverage),
increasing subsidies for low-income families to use in private child care, or reducing
the regulatory barriers for home-based providers, communities throughout the South
would be wise to invest in their youngest residents. Ensuring fair pay and working
conditions for child care workers in centers and in homes—as well as all those who
work in the care economy—is an essential component of the solution to the lack of

access to care in rural and low-income communities.

We've seen by now that the circumstances a child faces before she turns five—even
before she’s born—are predictive of her ability to be upwardly mobile: to succeed in
education, to get a good job, and to live a safe, stable life. These circumstances are
the result of a set of policy decisions in which she has no say. As she enters the world
and begins to move through it, eventually learning to read, play sports or an
instrument, and build relationships with her friends and neighbors, her only job is to
live, learn, and explore. The heavy responsibilities are ours—to build a world where

she can thrive.

When we build safe environments for pregnant women and their families, alleviate
poverty and violence, and build strong networks of child care and community
support, we're helping to lift the ceiling for each and every child, allowing them to
ascend and thrive according to their dreams and ambitions. Not only is this what
every child deserves, but thriving children become thriving adults. Investing in them is

an investment in our own success and future.
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As we move through time, the next series of mobility points is concentrated in the
late adolescent years, as our friend nears the end of her K-12 education and begins
higher education or enters the workforce. These years are commonly known as the
“formative years” of a person’s life because of how important they are in the
formation of identity and self-conception. But they're also formative because they
help form one’s trajectory through adulthood. These years come with a series of
diverging paths: graduating high school, or not; 4-year college, 2-year college, or
entering the workforce; pursuing a graduate degree, or not. Each of these inflection
points determines what job opportunities one has access to, what their economic

prospects are, and what their social position is relative to their community.

None of this is to say that there are “right” and “wrong” choices in any objective
sense. Not everyone wants to attend a 4-year or 2-year college, and not every career
path requires it. Some jobs, like skilled trades, require other types of training and
apprenticeships, and they can lead toward an economically secure future, too. But
because education is the primary engine of economic mobility for any individual
person—each level of education completed correlates to a substantially higher level of
earnings—we will consider these various educational pathways as mobility points that
are crucial to our analysis. Crucial, too, are the wide-ranging benefits to communities
when their members have access to an education that unlocks good jobs and social
stability. Communities are wise to ensure that, at each mobility point young adults
encounter, they can choose the path that allows them to pursue their ambitions and

build a secure, upwardly mobile life for themselves.

Moving chronologically through this formative period, we will begin in high school.
The inflection point here is relatively clear: whether a person graduates or not. This
binary is an important one. Graduating high school generates many pathways: going
to a two-year or four-year college, joining the military, or entering the workforce
(nearly 78% of the labor force has at least a high school diploma®®). These pathways
translate to a significant jump in earnings. The median annual earnings for someone
without a high school diploma is $35,464; this figure jumps to $44,356 if she has her

diploma and nothing else.””
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It's not easy to pin down the circumstances that affect whether someone graduates
from high school. Home environments play a large role; it's easy to imagine how a
student facing significant instability at home may have trouble at school.?° Parental
involvement matters, too—when parents are involved in their children’s studies, their
children have a higher chance of graduating.?! In addition, students who feel unsafe
at school—due to violence?? or discrimination (for example, against LGBTQ
people?®)—are also more likely to drop out. Finally, for young women especially, teen
pregnancy is a common barrier to graduating: a 2010 study found that teen mothers
had a high school graduation rate of only 51%, compared to an 89% graduation rate
for women who did not experience a teen pregnancy.?* This statistic underscores the
purpose of comprehensive sexual education and reproductive healthcare: an
unexpected or unplanned pregnancy, the single biggest barrier to finishing high
school for teenage girls, can reduce someone’s economic prospects for the rest of

one’s life.

Given the role poverty plays in disrupting the stability of families and communities,
it's no surprise that the communities who experience the most poverty also
experience lower high school graduation rates.?”> Between 2013 and 2017, the overall
graduation rate among those between the age of 16 and 24 was 94.6%; for Black
people it was 93.5%, for Hispanics it was 91.8%, and for American Indian/Alaska
Native populations it was 89.9%. Across racial groups, men graduated at lower rates
than women. The geographic divides are particularly striking. The entire South, except
West Virginia, Kentucky, Virginia, and Tennessee, experiences lower graduation rates
than the national average; or, put another way, of the 16 states with lower-than-

average graduation rates, 9 are in the South.?¢

These disparities show where the South needs to grow to maintain a competitive
workforce. Because those with a high school degree have access to many more jobs
than those without, they are more able to enter the workforce and ascend, bringing
their families along with them. When their own children are in school, perhaps they
will be able to be involved in their children’s studies, thereby passing on a
commitment to education to the next generation. An educated workforce is more

likely to attract high-tech industry and better-paying jobs, which can, under the right
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circumstances, boost an entire community's economy. Moreover, increasing
graduation rates by 10% has been shown to reduce the rates of violent crime like
murder and assault by 20%.2” Economically speaking, all these benefits reduce strain
on government services (like the criminal justice system and public assistance
programs) and increase tax revenue, which explains why someone who graduates
high school saves the economy $272,000 over the course of her life relative to

someone who doesn’t.28

All this means that increasing graduation rates across the board, putting emphasis on
Black, Latine, and Native students, can reduce crime and bolster Southern economies
while ensuring less disparate access to upward mobility across racial lines. There are a
variety of policy interventions that can help do so. Students at risk of dropping out
often show warning signs years earlier—in fact, students who failed math class and
had low overall attendance in 6™ grade had less than a 20% chance of graduating high
school in four years.?’ The presence of early warning signs that a student may drop
out actually makes dropouts an easier problem to address: if educators and
administrators can recognize the signs that a student is struggling, they can intervene
and try to reverse course. The American Institutes for Research (AIR) offer an “Early
Warning Intervention and Monitoring System Implementation Guide,” which provides
seven steps by which schools can implement a systematic approach to identifying
students at risk of dropping out and intervening accordingly. In a randomized
controlled trial, schools that implemented AIR’s recommendations saw lower dropout
rates after just one year of use.* It’s also important to consider that having a set of
strategies is not enough to prevent dropouts, though—strategies require
implementation, and without enough funding, schools may lack staff (or existing staff
may be overstretched already) and struggle to monitor for early warning signs and
intervene. This underscores the importance of adequately funding public schools such
that they can provide critical support to struggling students rather than letting them

slip through the cracks.

Once a young person graduates from high school, they’ve made themselves a more
competitive participant in the labor market and opened up for themselves new

pathways to success. But the next mobility point comes when they decide what to do
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next: enroll in post-secondary education or enter the workforce. Most high school
graduates pursue higher education of some kind: 18.5% enroll in 2-year colleges, and
43.4% enroll in 4-year colleges. Higher education yields similar benefits in terms of
lifetime earnings: the median annual income for someone with a bachelor’s degree is
$74,464—nearly double that of someone with a high school diploma ($44,356).3! This
is because having an associate or bachelor’s degree provides access to a variety of
higher-paid jobs: with one of these degrees, you can work in healthcare, IT, non-
profits, government, or business. (That’s not to say it's impossible to do so without

one of these degrees—but it’s a lot easier with one.)

There are many factors that determine whether someone decides to pursue higher
education—some people don’t want to, and others can’t. We'll focus our attention on
those who can't, discuss possible reasons why, and ultimately argue that it behooves

everyone for those barriers to be lifted.

The most important reason why some folks who want to go to college cannot do so is
cost. The cost of higher education has ballooned over the past decades, making it
harder for students of modest means to access higher education and all the
opportunity it unlocks. The average tuition at public, 4-year colleges has increased by
over 9% since 2010 and by nearly 750% since 1963, adjusted for inflation.®? While
many colleges offer need-blind admission (meaning that a student’s need for financial
aid isn’t considered in admissions decisions), this doesn’t guarantee that their financial
aid needs will be met in entirety. The colleges that are need-blind and full-need-met
tend to be some of the nation’s most selective schools, including the Ivy League,
Stanford, and Duke; all others may require students who can’t pay the sticker price of

attendance to take out loans, or they may be out of reach entirely.3®

That college is becoming harder and harder to afford is a real shame—because
colleges, especially those serving mid- and low-income students, are highly effective
at boosting their students’ economic prospects. Think tank Third Way calculates an
Economic Mobility Index (EMI), which rates colleges on a variety of criteria, including
the percentage of their students on Pell grants and how many years of median

earnings it takes the average student to pay off the cost of tuition (called the “Price-
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to-Earnings Premium, or PEP). In other words, “Institutions that rank highly on the
EMI do so because they enroll large proportions of low- to moderate-income
students and provide a quick return on investment, demonstrating a commitment to
helping students not only access college, but also get across the finish line to reap the
benefits of a postsecondary credential.” The top of the list is striking: of the top 25
schools, 10 are part of the California State University system, 6 are part of the City
University of New York (CUNY) system, and another 6 are state universities in Texas,

California, and New Jersey. Only 3 of the top 25 are private universities.®*

These statistics should shift our attention to public colleges, since they’re doing most
of the heavy lifting in bringing opportunity to mid- and low-income communities, and
because they're most directly subject to the decisions of elected officials. It's no
coincidence that the California State and CUNY systems perform so well: Third Way
argues that they both have campuses embedded in urban areas with wide income
diversity, and their campus cultures have adapted to suit the economic diversity of
their communities (like offering night classes for those who work during the day and
having initiatives that promote degree completion and positive outcomes after
graduation).®® It’s also important to note that both California and New York fund
public higher education at high levels, which brings down the cost of tuition and
opens the door to a wider range of students.® This funding isn’t a giveaway: the

government gets $7.46 back for every $1.00 it invests in higher education.®’

These positive examples show that states who want a more educated workforce,
greater tax revenue, and an upwardly mobile population for whom higher education is
within geographic and financial reach should invest in public colleges and universities.
The alternative is a system that prices out the very students that could benefit most
from a college education, or forces them to rely on student loans, which can take
years or decades to pay back and lower the return on investment for the degree

(because, in the aggregate, the degree is more expensive but not more valuable).

Before June of 2023, colleges and universities had an additional tool at their disposal
with which they could combat inequality and extend opportunity: affirmative action.

Affirmative action allowed colleges and universities to address historical exclusion of
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Black, Latine, and other minority communities and promote racial diversity on their
campuses by making strategic, race-conscious admissions decisions. But, in 2023, the
US Supreme Court ruled race-conscious admissions illegal, ending race-based
affirmative action at public and private colleges. This decision is not promising for
higher education’s potential to reduce racial inequality: researchers at the University
of Washington found that following the implementation of affirmative action bans in
various states, students of color faced a 23% reduction in their chances of gaining

admission to highly selective public colleges in those states.®®

Throughout the nation but particularly in the South, racial inequities run deep. K-12
schools with a large Black and Hispanic student population are often underfunded,
resulting in a lack of experienced teachers, inadequate facilities, and they are more
likely to lack advanced courses and high-quality instructional materials.®’ These
inequities form the foundation of the persistent barriers that students of color
experience throughout their education. This explains why, despite comprising 50% of
the 2015-2016 high school graduating class in Mississippi, Black students only
comprised 12.9% of the undergraduate population at the University of Mississippi.*°
Racial inequities mean that K-12 schools aren’t preparing Black and Latine students
for higher education at high rates, leaving them frozen out of economic opportunity.
Now that affirmative action is off the table, we should turn our attention to reversing
those K-12 inequities, ensuring that students from marginalized communities are
given the resources and support they need to take the next steps in their education.
At the same time, we should ensure that well-funded public colleges are there to take
them in. By leaving so many students without the ability to chase their educational
aspirations, communities across the country, especially Southern states, are leaving

tremendous potential on the table.

It's no secret that the South is growing, and growing fast. High-tech industries are
setting up shop, and people are migrating to Southern states like the Carolinas,
Georgia, and Florida. The 2020s and 2030s present us with great opportunities. At
the same time, though, present circumstances present a risk that this opportunity will
be unevenly distributed across Southern communities. Indeed, inequalities in

educational attainment may sort Southerners into two tiers: one that can enjoy the
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benefits of the new Southern economy, and one that serves it but cannot fully

participate.

The higher tier benefits from Southern economic development because they
participate in it. Some are the Southerners who've had access to a good K-12 and
higher education—which, as we've seen, are more likely to be white and more likely to
come from a family that already has money. Others are the transplants from the
North, Midwest, and West who have moved to the South chasing opportunities. By
definition, they have the educational credentials for these high-paying jobs. With
their high earnings, these folks will chase desirable neighborhoods with high-
performing schools, ensuring that their children are set up for success, too. This tier’s

advancement will drive the advancement of the community as a whole.

The lower tier is no less deserving of prosperity. But they are the ones who've been
denied access to a strong K-12 education. Perhaps economic instability, teenage
pregnancy, or violence has caused them to drop out of high school. If they graduated,
perhaps they couldn’t afford tuition at their local public college, or perhaps they
started college but did not finish for fear that they were taking on too much debt.
When high-tech industry comes to town, they may benefit—there may be more jobs
in their community, for instance—but, overall, they’re supporting the growth, not
participating in it fully. They are the factory workers, service workers, law
enforcement officers, and nurse’s aides—so crucial to the functioning of society and
yet, all too often, underpaid and overworked. Given the South’s dismal union
participation rate, they enjoy hardly any of the profits they enable.** They work hard
and play by the rules, but because they were shut out of the best K-12 and higher
education, they cannot thrive in this new, high-tech economy. This economy, in turn,
misses out on all the opportunity they could provide if given the tools. In other words,
this is a “skills mismatch” between the labor the economy requires and the skills the

workforce provides.*?

We have woven a right to a public education into our collective social contract. And
for many decades, a subsidized higher education was within reach for the middle and

working classes (middle- and working-class white people, of course). We have lapsed
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on this clause of our social contract, leaving droves of people behind. As a result, the
economy, and particularly Southern economies, suffer from an inefficient skills
mismatch that lowers its ceiling. If we want economic growth that brings everyone
along; if we want social stability; if we want to reduce violence and instability; if we
want an upwardly mobile South, in which one’s neighborhood and school district
don't write out the story of their life before they've had a chance to live it; then
education is where our focus must lie. By aiming for universal pre-K and supporting
early childhood education providers, monitoring early warning signs of dropping out
of high school and intervening, funding state colleges and universities enough to put
them within reach for those who could benefit from a higher education, and, from
pre-K to college, ensuring that Black, Latine, and Native students aren’t left behind,
we can build a new, high-tech, Southern economy that harnesses the South'’s

potential, multiplies it, and gives it back to Southern communities.

It's no secret that we're shaped by the environment we inhabit. Kathryn Eden, H.
Luke Shaefer, and Timothy Nelson capture the nuances of this dynamic in their book
The Injustice of Place, which examines four Southern and Appalachian communities
and discusses how the particularities of certain places and their histories shape their
present poverty and instability. The most disadvantaged communities they identified
were predominantly rural, marked by violence and economic inequality, and isolated
from the economic growth and development of their states. Accordingly, they have
low levels of upward mobility: in these places, poverty is entrenched, and it recycles

itself iteratively from generation to generation.*®

We can learn much from Eden, Shaefer, and Nelson’s research: broadly, that poverty
and instability are not isolated to certain segments of a community. But another more
specific lesson that The Injustice of Place provides is the connection between poverty

and inequality and the health of a community at large.

19
© MDC 2023



One issue that's gained national attention recently is the healthcare deserts that have
formed because of the closure of rural hospitals—an issue that’s been particularly
pernicious in the South. Indeed, between 2008 and 2017, 10% of rural counties in the
South lost a hospital.** Part of the reason for this slow erosion of rural healthcare is
the economics of healthcare. Hospitals in cities and suburbs tend to subsidize the
costs of treating uninsured patients or those on Medicaid or Medicare by also
treating patients with private insurers, who pay hospitals more for services rendered
(and also by performing elective procedures, which aren’t typically covered by
insurance). In other words, although their costs are higher (in terms of personnel,
facilities, and services provided), the relatively density of the populations they serve
allow an economy of scale that yields a net profit. Rural hospitals, on the other hand,
predominately treat low-income patients—often providing primary care and other
basic health care services along with emergency medicine—and don’t have a high
density of privately insured patients to serve as an alternate revenue stream.*> To
make it more difficult, people living in rural areas are more likely to be uninsured than
those living in urban areas.*® This means that, in many rural communities, hospitals
are lifelines: they provide essential medical care to those without much money. And,
at the same time, the nature of the American medical system—it being a for-profit
enterprise—means that serving this population is not profitable, and thus hard to

sustain.

The good news is that Southern states are making some progress on rural healthcare.
Medicaid expansion is a particularly promising fix. When the Affordable Care Act
(ACA) passed in 2010, it offered significant incentives to states that agreed to expand
Medicaid, closing the coverage gap. The coverage gap is the gap between people who
have a low enough income to qualify for Medicaid and those who make enough
money to qualify for one of the private insurance subsidies offered by the ACA.
North Carolina State Senator Kevin Corbin (a Republican from rural Macon County)
told The Assembly about a woman he knows who falls in this gap: she’s a waitress, a
single mother of 2, and makes $22,000 per year. In North Carolina, the gap between
un-expanded Medicaid and ACA subsidy qualification is chasmic: for a single mother

like this one, making between $9,672 and $31,781 per year means that you don’t
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qualify for any healthcare subsidies.*” For reasons we’ve just discussed, this is bad

news for rural hospitals.

But any state that expands Medicaid gets large financial rewards from the federal
government, which pays two-thirds of the costs of un-expanded Medicaid; for
expanded Medicaid, it covers 90% of the costs.*® This means that Medicaid expansion
is a win-win-win: it cuts costs for state governments (which they can use to directly
subsidize rural hospitals, if they wish), it closes the coverage gap and increases access
to health care, and it reduces the financial strain that insurance gaps put on rural
hospitals. On December 1, 2023, North Carolina became the 41t state (including the
District of Columbia) to expand Medicaid; of the 10 who haven’t done so yet, 7 are in

the South.

Let’s make the connection between health care access, upward mobility, and
community health even clearer. Consider the person we've been following since birth:
we've tracked the conditions of her mother’s pregnancy, the quality of her pre-K, and
her ability to graduate high school and attend college. We've considered how each of
these mobility points determines her path and shapes her future, and how effective
public policy can grease the wheels, making it more likely that, at these mobility
points, the path of least resistance is the one that will lead her toward a safe, stable,

upwardly mobile future.

So say that our friend graduates from high school and college and finds a job. With
her college degree, she has a professional job at an auto manufacturer in rural area. In
one world, she lives in rural Texas. In another, she lives in rural Arkansas. Texas has
not expanded Medicaid; Arkansas expanded it in 2014.%° With her professional,
white-collar job, she doesn’t fall into any coverage gap; she can afford private
insurance. And still, her prospects are shaped by the state of health care in her

community.

Since 2010, zero rural hospitals in Arkansas have closed.*® 26 rural hospitals have
closed in Texas during the same period.>! Say our friend lives in Texas: even though

she doesn't fall into a coverage gap and can afford the healthcare she needs, Texas’s
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abysmal rural healthcare system still has stark consequences for her success. For one,
she may need to drive a long way to get to the nearest hospital. This could be deadly
if she has an emergency (like a car accident), but it also limits her ability to access day-
to-day, non-emergent care. Hospitals are also vital economic engines for rural
communities: they provide lots of jobs, infusions of outside money, and attract
industry and retirees, both of which want to be in places with easy access to
healthcare. Accordingly, when rural hospitals close, their departure causes serious
economic consequences to the surrounding community. A 2006 study found that
rural hospital closures lead to a 1.5% decrease in long-run per-capital income in the
affected community.>? A 2022 study found that rural hospitals closures decrease the
size of the local labor force by 1.4%.°3 These data underscore the reality that rural
hospital closures are damaging already-struggling rural economies. If our friend lives
in Arkansas, where her neighbors have access to healthcare both in terms of cost and
geographic proximity, our friend is more likely to be immersed in a community with
good economic prospects. If she decides to start a family, having healthcare nearby
may lead her to stay where she is and contribute to the local economy long-term. In
Texas, though, this is a tougher sell: hospitals are increasingly few and far between,
many people are uninsured, and all of this makes her local economy even more

anemic.

While we've zoomed in on a hypothetical, these different tracks are not fictions. They
reflect the real benefits of expanding healthcare access and the real drawbacks of
refusing to do so. They show that healthcare access is essential to the health of entire
communities—both medically and economically. And they are reflected in the data.
Researchers at the Commonwealth Fund estimate that, in Texas, Medicaid expansion
would generate 298,900 new jobs across industries: healthcare, of course, but also
construction and retail, finance and insurance. Between 2022 and 2025, it would
increase Texas's state growth product (a state-level version of gross domestic
product, or GDP) by $130 billion and Texans' aggregate personal income by $86
billion. Medicaid expansion promises similar economic benefits to all the other states,
too. Together, the 7 Southern states that have yet to expand Medicaid are leaving

$262.5 billion of state gross product on the table between 2022 and 2025.
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By prioritizing healthcare access—including affordability and proximity—Southern
states have yet another opportunity to build the modern, high-tech South we
discussed in the previous section. Because good health is a prerequisite for most
things, including economic advancement, upward mobility on a large scale is
impossible without policies that ensure access to healthcare across the board: for
low-income folks to high-income folks to everyone in between, for rural communities
as well as urban.> In other words, an investment in healthcare is an investment in the
health of people, communities, and economies—and all three are required for a

modern, upwardly mobile South where everyone has the opportunity to thrive.

Throughout this report, we've traced our friend’s life from pre-birth onward, looking
at the most important mobility points, how those points determine her opportunity at
advancement, and why it benefits all of us for her to advance. We've covered a
variety of topics and areas of policy, including: maternal health, early childhood
education, K-12 education, college enrollment, substance use, and rural health. We've
made arguments for all these areas’ relation to upward mobility despite their wide
breadth. But why these specific policy areas were chosen deserves some more

discussion.

First and foremost, these policy areas are important, meaning that they have a strong
impact on a person’s future. While some are obvious in their significance (graduating

from high school), others are more subtle (air pollution exposure during pregnancy).

Second, they are explanatory. These policies, and the discrepancies they reveal,
explain, in part, why there’s so much inequality in this country, and particularly in the
South. They also explain why this inequality is so entrenched and hard to shake.
When inequalities begin to take hold before a baby is born, it requires strategic,
future-focused thinking to unravel them and allow all people, regardless of race,

gender, and socioeconomic status, to begin life on equal footing and continue that
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way as they move forward in time. That these knots have not yet been unraveled

explains why mobility’s even more elusive for some groups than it is for others.

Third, they are fixable. While we've discussed the challenges involved in achieving
better outcomes at each mobility point, we chose these issues specifically because
policy can be used at these points to advance upward mobility. With policy, we can
improve maternal health and wellbeing, we can expand access to quality early
childhood and K-12 education, we can find ways to open the door to higher
education, and we can improve community health across the board. We know we can
do these things because there are glimmers of hope across the country: communities
of all kinds are making choices to make these targeted investments in upward
mobility because they know how much they can benefit. In 2023, the Biden
administration invested $65 million in maternal healthcare®®; Mississippi climbed from
50t to 35t in K-12 achievement (between 2013 and 2023) by establishing a state-
funded pre-K program®®; Boston Public Schools reduced its dropout rate by more
than half by doing targeted outreach to students who were chronically absent®’; and
North Carolina expanded Medicaid after years of political resistance due in large part
to a coalition of health professionals, law enforcement officers, and a dynamic,
collaborative Secretary of Health and Human Services.>® With thoughtful, deliberate
policy interventions, we can move the needle from one path to the other, granting

people access to new opportunity and prosperity.

But aside from the criteria for their selection in this report, what the issues
themselves—and the policies we propose in response—have in common merits

discussion. Our treatment of these issues tends to follow a similar pattern:

Standard: A universal statement about what people deserve.
Reality: The extent to which the standard is being met.
Barrier: Why the standard isn't being met.

e

Disparity: Uneven distance from the standard (i.e., certain groups are
disadvantaged relative to other groups).

5. Benefits: Why everyone is better off when we meet the standard.
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6. Solutions: Policy interventions that target disparities and then raise the floor

for everyone in pursuit of the standard.

To avoid abstraction, let’s look at an example:

Standard: Every child deserves a quality early childhood education.

2. Reality: Not every child receives a quality early childhood education.

3. Barrier: State-funded pre-K is not broadly available, leaving families to private
center-based options (which may be prohibitively expensive) or home-based
options (which lack adequate governmental support).

4. Disparity: Low-income families, who are more likely to be Black or Latine,
have fewer choices in states without state-funded programs.

5. Benefits: Children who get a high-quality early childhood education perform
better in school, engage in criminal activity less, and earn more as adults.
Making the investment in universal early childhood education will yield social
and economic benefits over the course of decades.

6. Solutions: Provide better support for home-based childcare (to ensure that
cost-effective options are available to those for whom center-based care is
inaccessible) and aim for universal state-funded pre-K (to expand pre-K access

for everyone).

This framework is a way of discussing a philosophy called “targeted universalism,”
which is a hallmark of UC Berkeley’s Othering and Belonging Institute. Targeted
universalism identifies a universal policy goal but acknowledges that universal
approaches may not account for racial, gender, wealth, and other disparities. Targeted

approaches, though, can help everyone reach the ideal.>’

Targeted universalism is an effective framework for discussing upward mobility
because the universal goal is clear: everyone should have the ability to transcend
their circumstances and advance. And, as we've seen, there’s no one universal
approach that guarantees advancement for everyone. One person may grow up in a
great K-12 school district but in a state without widespread access to quality early

childhood education; the policies focused on ECE are the ones that they need to be
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upwardly mobile. Another may receive a solid education but come into poor health,
finding themselves in need of medical care that’s unavailable in their community. In
other words, while these mobility points (birth, education, health) are important to
everyone’s life, not everyone needs all these policy interventions to end up on the

upward path.

Today'’s reality holds people back, locking them out of their potential and depriving
them of the ability to use their talents, skills, and determination to advance and build
a better life for themselves. It is easy to assume that they must not have worked as
hard, or that they must have made bad decisions that landed them where they are.
The reality, though, is that many people simply aren’t given what they deserve: a safe
childhood, a quality education, and a healthy community. Some may argue that these
are privileges, not rights, and that it's not the government’s job to guarantee them; to
this, it is logical to ask what one believes their obligations are to their own children—
what world they want them to live in—and consider that those standards may be
universalized, extended to everyone, regardless of their background. Worse still is the
belief that these inequalities are inevitable, that in a free society, some will invariably
thrive, and some will stagnate. This predestinarian idea is easily dismantled by the
realities of opportunity in America: that in some parts of the country, upward mobility
is broadly accessible, and in others, it's much more difficult to attain. The unevenness
of opportunity in this country shows, if nothing else, that inequality and stagnation

are not inevitable.

This brings us to the South. Raj Chetty's Opportunity Insights, the collection of
datasets that map upward mobility, social capital, migration patterns, and more. The

Opportunity Atlas, one of these datasets, allows one to select a race, gender, and

parent income level and, on a neighborhood-by-neighborhood basis, see that
demographic’s expected household income at age 35. This tool lets us see the state
of upward mobility visually and geographically, which shows us which regions of the
country (and which neighborhoods in a given city) are opportunity zones and which

are not.
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The findings are stark. The entire deep South, stretching from east Texas through
Louisiana, Mississippi, Alabama, Georgia, South Carolina, and North Carolina, is dark
red, representing the lowest levels of upward mobility in the country. The West, the
Midwest, and the Northeast range from yellow (mid-level mobility) to light and dark
blue (high mobility). A book-length work could be written about how the legacy of
slavery and segregation explain the South’s relative stagnation in opportunity—in fact,
many such books already exist (we particularly recommend Eden, Shaefer, and
Nelson’s The Injustice of Place and Heather McGhee’s The Sum of Us). But these data

show that greater opportunity is possible: it exists in parts of the country already.

In 2022, 3 of the 5 fastest-growing states were Southern (Florida, South Carolina, and
Texas). In 2023, the South passed the Northeast in economic output for the first time
ever.%0 In other words, the South is fast becoming one of the nation’s powerhouses.
In this time of great growth, it will face a question: whom does this growth include? Is
it restricted to the already-wealthy and transplants? Or are Southerners of all kinds,
those who grew up rich and those who grew up poor, city-dwellers and rural folks,
Black, Latine, Native, Asian, and white people, able to leverage hard work into
opportunity that allows them to excel? Put another way: only so much growth is
possible in the South when the opportunity ceiling is low. If the South chooses not to
invest in its people’s upward mobility, it will find that the boom peters off and the

golden opportunity for a new, modern South is lost.

On the other hand, we hope this paper shows that there’s promise. The South is
beginning to thrive despite uneven opportunity and systems that leave people behind,
limiting the possibilities for the entire Southern economy. Imagine what we can be

when the promise of the future is extended to everyone.
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