READER EXCHANGE

ASK AN ECONOMIST

Alejandro Badel joined the St. Louis Fed’s research
staff in 2009 after graduating from Georgetown
University in Washington, D.C. His current research
is focused on various aspects of household hetero-
geneity in the U.S. economy. Badel enjoys spending
most of his free time with his fiancee and their two
pets. For more on his work, see http://research.
stlouisfed.org/econ/badel/

Why are U.S. cities so segregated by race?
Why should we care?

Many U.S. cities display a “chocolate city — vanilla suburbs” pattern.’
Although nobody knows for sure why, there are several plausible reasons.
As economists, we start with two reasons, concerning preferences and
budgets, that may play a role in separating colors in the U.S.

The first force that has been analyzed since the seminal work of
Thomas Schelling (winner of the 2005 Nobel Prize in economics) is a pref-
erence of each color to be around its own color.2 In particular, Schelling
imagined situations in which white households decide where to live using
a cutoff rule. If the neighborhood'’s white population goes below a certain
cutoff, they leave. He showed how mixed-race neighborhoods tend to dis-
appear under these conditions, leading to a lot of segregation even when
not everybody's cutoff is super high. Why this racial preference exists and
how it evolves make up a separate puzzle.

A second force that has been somewhat analyzed is budgetary. For
reasons that are unclear and controversial, on average, white households
have much higher incomes than black households. This implies that the
segregation by race that we observe could be just segregation by income.
In other words, there can be segregation by color because only white
households can afford the expensive neighborhoods. While this is partly
true, some studies have found a significant number of black households
that have the means to live in the suburbs yet don't do it. Although |
know of no studies that directly report on lower-income white households
that struggle too hard to live in the suburbs, this also seems plausible.
Therefore, budgets don’t seem to tell the full story. A combination of
preferences, budgets and other forces seems more plausible.

Why should we care? One important reason to care about segregation
by race is related to children. More-expensive neighborhoods usually
provide better schools, less noise, less pollution, less crime and better
social connections. One may think of these features of neighborhoods
as expanding the opportunities parents have to improve the future of
their children. Therefore, too much segregation of black households
into low-cost neighborhoods could in principle stack the deck against
some children.

"This playful expression is commonly found in the sociological literature
that studies segregation, where it is used non-pejoratively. Apparently, it
was first coined in a 1975 album by the funk band Parliament.

2Schelling, Thomas C. “Models of Segregation.” American Economic Review,
May 1969, Vol. 59, No. 3, pp. 488-93.

Submit your question in a letter to the editor. (See Page 2.) One
question will be answered by the appropriate economist in each issue.

FED FLASH POLL RESULTS

When a new issue of The Regional Economist is published, a new poll is
posted on our web site. The poll question is always related to an article in
that quarter’s issue. Here are the results of the poll that went with the
April issue. The question stemmed from the article “Economic Hangover:
Recovery Is Likely To Be Prolonged, Painful.”

WHICH SCENARIO DO YOU THINK IS MOST LIKELY
FOR THE WORLD ECONOMY?

@ Economic restructuring stalls. Stimuli end.
Private spending slows. Economies tank.

Countries don’t coordinate policies. Trade imbalances
return—in spades. Boom followed by bust (again).

® “Big spender” countries (especially U.S.) live within their
means, and miserly countries (especially China) break open
the piggy bank.

358 RESPONSES AS OF 6/14/2010

Should society invest in high-quality early childhood
education programs for disadvantaged children?

1. Yes, but only if funding is provided by private sources.

2. Yes, and use tax dollars because the investment will save taxpayers
in the long run.

3. No. This is the family’s responsibility.
4. No. Society has higher priorities at this time.

After reading “A Bleak 30 Years for Black Men” on pp. 4-9, go to
www.stlouisfed.org/publications/re to vote. (This is not a scientific poll.)

NEW WAYS TO GET YOUR NEWS FROM THE ST. LOUIS FED

To make it easier to get the information you want from the
St. Louis Fed, we are now on Twitter, Facebook, YouTube,
Linkedin and Flickr. You can also sign up for our RSS feeds
and e-mail alerts, all at no charge.

On Twitter, follow the latest news and data from the St. Louis
Fed. Many job openings are advertised here, too.

Our Facebook page provides frequent updates and links to
informative articles, especially those for a nonacademic audience.

Yuu ‘ On our YouTube channel, you will see interviews with our
economists and others on important topics of the day.

On our LinkedIn page, you can connect with the diverse group
of people who work at the St. Louis Fed.

On our Flickr site, view photos from the St. Louis Fed.

Sign up for RSS feeds and be one of the first to know when
we update stlouisfed.org.

Subscribe to our e-mail alerts to receive updates on topics
you choose.

XIRZIH

To get started on any of these free services, g0 to our home
page—stlouisfed.org—and click on the social media icons.

The Regional Economist | www.stlouisfed.org 27



