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Outline

• Current gaps in economic outcomes across regions / places

• The changing pattern of convergence across regions

• Factors that have influenced economic success across places

• The intersection of racial and regional inequality

• Policy options
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Section 1: Current gaps in economic outcomes 
across regions / places
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There are massive gaps in outcomes across places

• The gaps across places dwarf any type of impact of policy interventions we normally investigate
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Combining these factors helps us see top performers

• We created an 
index that lets 
us see how 
counties are 
doing.

• This lets us look 
at changes over 
time and what 
seems to 
influence 
performance
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The Vitality Index
• We use a statistical procedure called 

confirmatory factor analysis that 
summarizes the common variation of a 
set of economic indicators. 
• Outcomes not causes
• Other variables did not add much
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• We use data from the American Community Survey for 2012-16 
(updated in places) and at times compare it to data from the census in 
1980.

• A score of zero means a county is at the median

• It is a comparison at a point in time (it does not grow or shrink across 
periods) 
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There is an interactive that allows you to explore

• https://www.hamiltonproject.org/charts/exploring_the_geography_o
f_prosperity
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Section 2: The changing pattern of convergence 
across regions
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Convergence has stopped (reversed?)
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Another view of convergence stopping

• Unemployment rate gaps used to fade away, no longer true
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Not a huge amount 
of movement

• 60% of top quintile 
counties remain at 
top and 70% of 
bottom counties 
stay at the bottom

• 92% of bottom 
quintile counties are 
in one of bottom 2 
quintiles 36 years 
later
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Section 3: Factors that have influenced 
economic success across places
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How did cities evolve? Rust belt decline

• But not uniform (note Pittsburgh)

• NYC one of the few big gainers from the bottom 20



Rural Counties lag, behind urban and suburban
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Rural counties continue to lag in job growth

• Lower vitality places have continued to have lower job growth

• Much may be that rural counties have struggled and far more are in the lowest vitality quintile
• Almost half of the 760 counties that are 90% rural are in bottom quintile
• Highly urban counties are evenly split across quintiles
• In urban counties, job growth has been roughly equal in recent years across vitality quintiles
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The value of economic diversity

• Most concentrated places saw sizable drops
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Manufacturing was hit hard

• Also evidence that the types of 
places that were hit by China shock 
may have been more vulnerable / 
less able to pivot

• Again, highlights importance of 
ability to innovate & diversity of 
economy

24



Biggest predictor: Education

• Soon to be released paper shows counties with an adult population with a lower level of educational 
attainment are far more likely to be in highest unemployment rate quintile, and far more likely to stay there 
once they are there. 25



Education Convergence and Divergence

• The least educated places did see a big increase in HS education, But the 
most educated places extended their gains in college education
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More innovative places from 1975 continue to thrive
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Research 
Universities 
not a 
panacea

• There are many 
places that thrive 
with a major 
university, but 
not all

• Kantor et al 
argue the key is 
finding a good 
match to local 
industry
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People don’t move as much as they used to

• Worse yet, people moving from weak counties do not go to top ones
29



Section 4: The intersection of racial and regional 
inequality

• Based on a chapter “The Historical Role of Race and Policy for 
Regional Inequality,” written by Bradley Hardy, Trevon Logan, and 
John Parman in our book Place Based Policies for Shared Economic 
Growth (2018)
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Racial and Regional Inequality

• Policy has 
often 
(deliberately) 
reinforced 
spatial 
distribution 
by race
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The correlation with poverty is striking
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Policy’s Role
• Historical policies were direct in the way they disadvantaged African 

Americans: substantial legacy of wealth gaps
• Lynching and mob violence

• Jim Crow

• Residential segregation

• Policy that has disadvantaged African Americans then also has regional 
impacts:
• Unequal access to safety net

• Unequal Public education

• Unequal criminal justice outcomes
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Section 5: Policy options

34



Policy Options 

• Economists have often been skeptical of place based policy, 
• questionable targeting

• questions of whether poor residents benefit or landowners

• Questions of inefficiency

• Current opportunity zones include many of the concerns.

• On the other hand: declining convergence and declining mobility 
seem to call for a reevaluation

• “just move” not a viable or appropriate policy response
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Neumark: rebuilding communities jobs subsidies

• David Neumark suggests:
• A set of subsidies for employment aimed at enhancing public goods in high 

poverty areas

• Operated in partnership with non-profits in first 18 months (100% subsidy)

• Transition workers to private (subsidized) employment for 18 months (50%)

• Targeted at individuals that are in poverty initially living in those areas

• Goals: both lift up the local public goods and subsidize employment 
to increase employment to population ratios.
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Gordon: better targeting of Federal grants

• Rather than create a new system of grants, Tracy Gordon 
recommends better targeting of existing grants on basis of poverty 
and need.
• For example: make the Medicaid match more focused on poverty and 

employment rates

• Can also make major education funding more geared towards poverty 
outcomes

• Current system also not well-tuned to state level shocks
• New proposal in our recent book Recession Ready aims to make Federal 

Medicaid funding more generous during local downturn
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Kantor et al: better match universities with 
firms in struggling regions
• Presence of a university not a panacea, BUT provides many 

opportunities.

• Propose to link universities with nearby struggling counties via a grant 
system similar to the manufacturing extension partnership
• Partnership between local governments and universities

• Aim is to get knowledge (scientific, management, etc) out of universities into 
firms.

• Fund new MEP branch offices in struggling regions to form long term 
partnerships and enhance knowledge spillovers
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Smith: lessons from Developing countries

• Stephen Smith notes the explosion of high quality empirical evidence 
about what policies work in developing countries and suggests 
lessons for struggling U.S. regions:
• Take steps to increase high school completion

• Minimum age, information on schooling, tutoring programs

• Improve health and nutrition outcomes
• Conditional cash transfers, facilitate participation in existing nutrition and health 

programs

• Increase accessibility of benefit programs by incorporating provisions that 
account for mental strain of poverty

• Improve connectivity / deal with infrastructure gaps 

• Importance of institutions
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Other:

• More general wage and job subsidy

• antitrust policy, 

• mobility policies, 

• housing policies in high productivity areas, 

• build more universities or better fund education and community 
college systems

• Better connectivity to booming regions

• Better policies to respond to targeted shocks (plant closures)

• Allow immigration to regions with declining population

• Better macro policy to mitigate recessions / shocks
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Appendix
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Name

Vitality 

Index (2017)

Median household 

income

Poverty 

rate

Unemployment 

rate

Employment 

rate 

(Ages 25-54)

Housing vacancy 

rate

Life 

expectancy

Pennsylvania 0.0317 57,000 13.1% 6.5% 77.6% 11.4% 78.8

Allegheny County 0.0289 56,300 12.5% 5.9% 80.8% 10.1% 78.5

Armstrong County -0.3939 47,500 13.0% 6.9% 76.2% 13.8% 78.2

Beaver County 0.0057 54,000 10.8% 5.6% 79.7% 11.1% 78.4

Bedford County -0.3248 48,700 13.6% 5.9% 76.9% 19.0% 79.3

Blair County -0.4579 45,700 15.2% 5.2% 77.8% 8.8% 78.1

Butler County 0.6064 66,000 8.4% 4.5% 81.6% 7.4% 79.3

Cambria County -0.6288 44,900 15.6% 7.5% 73.3% 13.2% 78.3

Cameron County -0.8099 40,400 14.4% 4.1% 77.1% 50.4% 79.2

Clarion County -0.7351 44,400 17.5% 6.6% 76.2% 21.7% 78.3

Clearfield County -0.7772 45,200 15.3% 8.2% 65.8% 20.2% 78.6

Crawford County -0.5417 47,200 14.5% 6.0% 75.0% 21.7% 78.1

Elk County -0.0236 49,900 9.4% 4.8% 84.1% 24.1% 79.0

Erie County -0.5053 48,200 16.8% 6.5% 74.6% 8.7% 78.4

Fayette County -1.0807 41,600 18.8% 7.5% 66.4% 15.0% 77.0

Forest County -2.4513 37,100 14.1% 5.4% 7.8% 82.1% 76.3

Greene County -0.6266 51,000 14.8% 5.7% 62.6% 13.1% 77.2

Indiana County -0.5500 46,300 16.6% 7.8% 75.1% 12.4% 79.1

Jefferson County -0.5048 45,300 14.2% 4.7% 76.3% 18.5% 78.2

Lawrence County -0.4193 47,200 14.0% 6.5% 76.1% 10.7% 78.2

McKean County -0.8306 45,900 17.3% 7.5% 69.3% 19.0% 77.6

Mercer County -0.3755 47,300 13.7% 5.8% 75.9% 12.1% 78.6

Somerset County -0.5301 46,100 12.7% 6.1% 70.8% 22.1% 78.6

Venango County -0.5328 46,500 13.6% 7.6% 76.2% 20.4% 78.0

Warren County -0.5121 45,800 13.4% 5.7% 77.0% 27.4% 78.5

Washington County 0.1742 59,300 9.7% 5.8% 78.6% 11.8% 78.2

Westmoreland County 0.1720 56,700 10.3% 4.9% 80.5% 10.6% 78.9


