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EXECUTIVE SUMMARY

Between 1981 and 1988, critical urban
grant-in-aid programs suffered cumulative
spending cuts totalling almost $60 billion.”
By contrast, during these years, the annual
increases in military spending reached a cu-
mulative total of $328 billion.**

As federal spending for grants-in-aid for
education, public health, housing and other
critical programs were cut, America's cities
experienced mounting social problems. Rec-
ognizing this, The U.5. Conference of Mayors
resolved to study how a realignment of federal
budget priorities could provide the resources
required to meet cities” urgent needs.

At its annual meeting in June 1987, The
U.S. Conference of Mayors unanimously
passed a resolution to study both the eco-
nomic impact of transferring money back
from the military budget to urban programs,
and the benefits which urban grants-in-aid
provide to our citizens and cities. The may-
ors wanted to examine the effects onthe U.S.
as a whole and on four diverse cities.

The resolution stated: “The U.S. Conter-
ence of Mayors pledges its own examination of
the economic and employment impacts, includ-
ing the impact on individual cities if national
priorities are realigned to increase spending on
urban programs and decrease spending for
military purposes,” (see Appendix A). The
Conference then contracted with Employment
Research Associates, an independent eco-
nomic consulting firm based in Lansing, Michi-
gan, to do the study.

This report analyzes the economic
impact of transferring $30 billion of outlays
per year over the 1986-1990 period from the
Department of Defense budget to key urban
programs. The grant-in-aid programs selected
for this study were in the areas of education,
public health, social services, employment and
training, mass transit, and housing and com-
munity development.

The $30 billion shifted out of Department
of Defense spending constitutes 11.6% of the

* See page 5 for the list of urban grant-in-aid pregrams
in this study.

** These figures are measured in 1982, inflation
adjusted dollars.

£283 billion military budget (in current dollars)
over the 1986—1980 perniod. Even with this cut,
the annual military budget would average $41
billion higher in real terms than it was in 1981.

Two high officials of the Reagan Admini-
stration have commented on the extent of the
waste in the Department of Defense budget. In
1981, David Stockman, former Director of the
Office of Management and Budget, stated
“There's a kind of swamp of $10 to $20 to $30
billion worth of waste that can be ferreted out.”
In a 1988 review of the procurement process,
Robert Costello, Director of Procurement for the
Pentagon, noted that 30% of the Pentagon’s
$150 billion procurement budget is squandered
on misguided quality control and make-work ex-
ercises.

The study found that nationally, a five-
year shift of $150 billion from the military
budget to urban programs yields a positive
net economic effect. The Gross National
Product rises by an annual average of $3.5
billion. Personal disposable income in-
creases $2.2 billion annually. Fixed private
investment in residential and non-residen-
tial construction and plant and equipment
goes up $550 million on average each year.
In addition, as aresult of the rise in personal
income, federal, state and local tax revenues
increase by $500 million annually (in 1882
dollars).

Job creation is higher under this alter-
native budget. An annual average of 197,500
more jobs are generated with this spending
on urban programs rather than military pro-
grams. This is partly because most urban
spending is domestic, whereas some of the
military spending inevitably goes abroad fo pay
and supply troops stationed overseas. Also, an
increasing amount of foreign high-tech compo-
nents are being imported by American military
contractors. By contrast, when a city hires a
teacher or employs construction workers to build
public housing, those jobs remain in the city.

There is a net gain of 6,600 jobs, on av-
erage, for every $1 billion shifted from mili-
tary spending to these urban programs.

Virtually every major category of employ-
ment, with the exception of the durable goods
industries, shows a net gain in jobs: non-du-
rable goods; construction; transportation; pub-



lic utilities; finance, insurance and real estate;
wholesale and retail trade and services.

In concrete terms, the public expenditures
for public goods and services can mean a
substantial improvement in the basic services
and public infrastructure needed by the 75% of
our population who live in urban areas. For this
mix of urban grant-in-aid programs, the increase
of $30 billion per year could mean approxi-
mately:

+ 195,000 more teachers hired;

- $606,000,000 worth of school books,
computers and equipment purchased
annually;

- 430,000 additional children in Head Start;

» 300,000 public housing units brought up
to federal standards;

= $2,200,000,000 for new buses, rail cars,
and mass transit facilities;

» 6,500,000 additional people cared for at
community and migrant health clinics;

+ Increased AIDS treatment and education;

» Fullimmunization against childhood dis-
eases made available for all children;

+ 1,300,000 more people enrolled in adult
and youth job training programs annu-
ally;

+ 2,300,000 more senior citizens served
meals at home each year; and

» 3,000,000 mare visits to the elderly by

The Impact on The Four Cities

Four cities were selected for case studies
of the local impacts of this change in federal
priorities: Chicago, lllinois; Trenton, New Jer-
sey; Austin, Texas; and Irvine, California.

These cities were selected because they
are geographically representative, and because
they reflect the needs of cities of different sizes
with diverse industrial and economic bases.
Trenton represents the nation's older estab-
lished Northeastern cities, Chicago represents
the Midwestern industrial heartland, Austin re-
flects an economically diverse Southwesiern
city, and Irvine represents the newer Western
high-tech oriented cities. These cities also rep-
resent a balance of two militarily dependent cit-
ies, Irvine and Austin, and two cities with litile
military contracting and pay, Chicago and Tren-
ton.

-The $30 billion annual change in federal
budget priorities has a diverse impact on the
four cities studied, reflecting their varying de-
grees of dependence on military contracting and
pay, and the extent to which each city partici-
pates in these federal urban programs. The
economic impact on each city also depends on
its size, the composition of its industrial base,
its local government policies, and its public
service infrastructure.

Of the four cities analyzed, Chicago shows
a substantial gain in its Gross Regional Prod-
uct and a net gain of 20,020 jobs. Austin has a
modest increase in its Gross Regional Product

volunteers. :
and a net gain of 380 jobs. Trenton has an
Impact of $30 Billion Shift From Military .
; Spending to Urban Grant-In-Aid Spending |
19861880 Annual Average
(All doltar amounts are in 1982 dollars)
' Net Impact On Net Impact On Net Impact On
i Gross Regional Personal Private Fixed
Product income Investment
Chicago + $585,700,000 + $423,900,000 + $55,200,000
Austin +% 5,100,000 +$ 6,000,000 —$ 2,100,000
Trenton +% 2,400,000 +$% 1,300,000 +% 112,000
Irvine -$ 6,300,000 -% 2,100,000 —$ 1,900,000




increase in its Gross Regional Product and a
net gain of 95 jobs. Irvine, which is located in
Orange County, a very militarily dependent
region, has a loss in economic activity, and a
net loss of 72 jobs.

When these resulis are analyzed within the
broader context of the county in which the indi-
vidual city is located, the results show that
Chicago has a clear net gain, Austin and Tren-
ton are basically break-even, and Irvine has a
net loss in economic activity.

The table on page 2 summarizes the im-
pact of the $30 billion annual budget shift from
1986—1220 upon these four cities.

All of the cities studied gain in their
capacity to provide critical goods and
services for their citizens. These services
range from education to public health, from
care for young children to services for the
elderly, from building low cost housing to
improving mass transit facilities.

Impact on Public Goods and Services

Low-income housing is one of the most
serious needs of cities. Nationally, almost $3
billion annually would go for construction and
rehabilitation. To use two examples from the
study’s findings, Trenton would be able to re-
habilitate 1,200 housing units and Chicago could
rehabilitate 17,000 units, thus allowing 63,000
more people to have homes in public housing.

Mationally, over $11.8 billion extra would
be spent on primary and secondary education
to keep our country from being “a nation at risk”
as the Department of Education’s 1983 study
warned. In Austin alone, a city of about 551,000
people, this increased funding would mean over
500 new teachers, teacher's aides, and other
personnel for their school systems. In Chicago,
2,270 new teachers could be hired and
$31,000,000 a year spent for new school books,
computers, equipment and furniture.

The AIDS epidemic and drug abuse have
brought the problems of public health to the
afttention of most Americans. An extra $2 billion
annually would be available nationally for pub-
lic health care grants. The University of Califor-
nia at Irvine could receive almost $2.5 million to
research preventive health care for AlDS, as
well as alcohol and drug abuse. Trenton, a city

of 92,000, would get an additional $391,000 for
health services every year, and in Chicago,
40,000 more children could be wvaccinated
against childhood diseases every month.

Increasing traffic congestion and air pollu-
tion have made apparent the need for more
urban mass transit funding and planning. Un-
der this alternative budget, $3.1 billion per year
would be made available for mass transit granis
nationally. This would enable Irvine to expand
its innovative Multi-Modal Transporation Cen-
ter, which provides a terminal for bus, car pool
and rail transit. Chicago would be able to pur-
chase 500 new buses and 190 rail cars to bring
its transit system closer to the service levels
which the city wants to be able to provide for its
citizens.

More employment and training is critical
for Americans who have lost jobs due to factory
closings or who need specialized instruction to
help them find and keep jobs in today’s com-
plex labor market. In Trenton alone, almost 700
more adulis could be enrolled in the Job Train-
ing and Partnership Act program. Austin would
be able to add 2,600 additional people to its
highly successful Job Training Program.

Social services would receive about $5
billion annually for the nation. In Chicago, the
study found, for instance, that 112,500 more
people could be served with a wide variety of
programs for youth and family counseling, the
prevention of child abuse and family viclence.
Austin would be able to provide its elderly with
20,000 more hours of house cleaning and
homemaking services.

The central finding of this study is that
transferring $30 billion per year from the mili-
tary budget into urban programs can make
a sustained contribution to a higher quality
of life in American cities. It can mean that
the nation’s children are better educated, the
public health system is improved, the eld-
erly are given better care, more housing is
provided for the poor, and city life is made
less stressiul and less polluted.

A welcome collateral benefit of these
new budget priorities would be more jobs,
more investment, more tax revenues, and a
higher GNP for the nation.



INTRODUCTION

Employment Research Associates had
to determine the economic impact on the
nation and the four cities of increasing ur-
ban grant-in-aid programs by $30 billion
annually from 1986—1990. Thenthe economic
impacts on the nation and the four cities of
reducing military spending by $30 billion
annually were determined.

The next task was to assess how much
new funding would go to each of these key
urban programs for the U.S. and for the four
cities studied, and how this new spending
would increase critical public goods and
services.

The urban grant programs madeled in this
study were selected by The U.S. Conference of
Mayors because they meet critical needs. For
each year, the $30 billion is distributed among
federal grants-in-aid to state and local programs
for: primary and secondary education, urban
mass transit, housing and community develop-
ment, employment and training, and social and
public health services. The new funds are dis-
tributed to each grant program based on their
current funding as a percentage of the total urban
grants included in this study (see Appendix B).

The funding foreach detailed program area
was analyzed to determine how much wouid be
available nationwide, and how much would go
to Trenton, Chicago, Austin and Irvine with this
transfer of $30 billion per year.

After the amount of new money going to
each program area was estimated, the mayor of
each city was given a questionnaire. The staff
and depariment heads specified how they
wanted the new funds to be spent: how much
would go for plant and equipment, construction,
pay raises, and hiring new personnel. The re-
sponses to these questionnaires allowed
Employment Research Associates todetermine
which industries would be affected by the in-
creases in demand.

In order to analyze the economic impacts
of the military budget cuts, all programs were
reduced by the appropriate percentage each
year, which averaged 11.6%. All DOD purchases
were decreased by 11.6%. Military personnel,

both uniformed and non-uniformed, were de-
creased 11.6%. A detailed analysis was done
of military contracts and payroll in the U.S. and
the four cities studied in order that the appropri-
ate changes in military expenditures could be
made for the U.S. and for each city.

After the changes in demand had been
developed, Employment Research Associates
estimaied the economic impacts by using a
highly regarded model of the economy devel-
oped by Regional Economic Models, Inc. (REMI)
of Amherst, Massachusetts.

A primary purpose of this kind of model is
to show as accurately and clearly as possible
what the impact is on the U.S. and individual
cities and counties when an economic policy
change takes place. This model shows a wide
ranging set of economic impacts including the
direct®, indirect and induced employment
changes by industry, income changes, changes
in wage rates, changes in investment and in the
GNP (and the Gross Regional Product) when
demand is increased or decreased.

The economic effects of this $30 bil-
lion annual shift in federal budget priorities
are based ontwo computer simulations used
to compare the national impacts of reducing
the military budget with the impacts of in-
creased spending on selected urban pro-
grams.

The first simulation estimated the national
effects of reducing annual military expenditures
by $30 billion from 1986-1990. The second
simulation estimated the national impacts of
increasing specific categories of federal grants-
in-aid to state and local govemments by $30
billion per year from 1986-1950. The net im-
pacts compare the losses in economic activity
estimated by the simulated reductions in mili-
tary contracts and payrolls with the gains in
economic activity estimated by the simulation of

* The “direct” efiects show, for example, how many
construction workers and other people would be hired
it more money were spant on public housing. The
<indirect"effect measuresthe changes in otherindustries
machinery and other goods. The “induced™ effect shows
what happens when all the newly hired people spend
their additonal income on more goods and services.



increased spending on urban programs.

The same basic procedure was followed to
estimate the impact on the cities (see Method-
ology in Appendix C fordetails). Using this model
we were able to show, for instance, how much
a 510 millionincrease in housing construction in
Chicago, would affect employment, income and
investment in the city. The model also shows
the employment effects in the industries that
supply the construction industry and the addi-
tional jobs created when the workers go out and
spend their wages.

The net economic impact of cutting the
military budget by $30 billion per year; and rais-
ing urban programs $30 billion annually was
thus calculated for the United States and for
Chicago, Trenton, Austin, and Irvine.

The social benefits from the increased
funding of urban grants-in-aid were deter-
mined through a detailed questionnaire and
follow-up survey to translate the new funds
into concrete public services.

The mayors of each city and their depart-

Programs Included In This Study Which Receive New Funds

Housing and Community Development
Grants: $5 Billion per Year
Community Development Block Grants
Rental Housing Development
Rental Housing Rehabilitation Grants
Urban Development Action Grants
Economic Development Assistance Grants

Urban Mass Transit Grants: $3.1 Billion per
Year
Mass Transportation Capital Improvement
Grants
Operating Assistance Grants
Managerial and Training Grants
Technical Assistance Grants

Primary and Secondary Education Grants:
$11.8 Billion per Year
Handicapped, Rehabilitation and Special
Education Programs
Vocational and Adult Education
Compensatory Education Programs and
Block Grants
Impact Aid
Magnet Schools
Title IV Civil Rights Grants
Title 2 Math, Science, Foreign Languages
and Computer Learning Grants
Bilingual Education
Immigrant Refugee Education Grants and
Emergency Aid

Employment and Training: $3.1 Billion per
Year

Job Training Partnership Act

Aid for Dislocated Workers

Senior Community Service Employment

Migrant Workers Grants

Employment and Training R&D and Dem-

onsiration Grants
Work Incentive Programs

Social and Community Service Grants: $4.9
Billion per Year
Social Service Block Granis
Community Service Block Grants
Title lll Special Programs for the Aging
Head Start

Public Health Grants: $2 Billion per Year
Community Health Centers
Alcohol and Drug Abuse and Mental Health

Block Grants

Area Alcohol Rehabilitation Grants
Preventive Health Care Block Grants
Mental Health Clinical Grants
Family Planning Grants
Tuberculosis Control Project Grants
AIDS Program Grants

Maternal and Child Health Care Block
Grants.




ment heads and stafis provided detailed an-
swers to questionnaires on how the new fund-
ing for each program wouid be spent (see Ap-
pendix C). Expenditures varied from city to city
depending on the public priorities of each city.

The programs listed on the previous page
are those which would receive the new funding
under this $30 billion transfer from the military.
The three broad groupings of grants-in-aid in-
clude urban infrastructural investments, human
resource development, and social and public
health block grants.

PARTI. THE NEED FOR ARENEWED
FEDERAL COMMITMENT TO U.S.
CITIES

Federal budget priorities have changed
substantially between 1981 and 1988. Dur-
ing this period, the federal urban grant-in-
aid programs examined in this report have
suffered severe cuts, cumulatively amount-
ing to $59.3 billion in 1982 dollars. Mean-
while, Department of Defense outlays have
risen above 1981 levels by a cumulative
amount of $328.4 billion in 1982 dollars.*

As a result of these changes in budget pri-
orities, federal grants-in-aid to state and local

government as a percent of total federal spend-
ing have fallen from 149 in 1981 to 11%in 1988.1
Between 1981 and 1988, these cuts for all types
of grants-in-aid to state and local governments
amounted to a cumulative reduction of $62.9
billion, after adjusting for inflation. While grant
payments to individuals, such as Medicaid and
family support payments, have increased
cumulatively in real terms by $29.2 billion be-
tween 1981 and 1988, all other grants-in-aid
have decreased cumulatively by $32.1 billion
over the same period. Reductions in the grant
programs examined in this study have cumula-
tively amounted to $59.3 billion during this pe-
riod.2

The magnitude of these cuts placed an
enormous financial strain on the individual
state governments as they sought to com-
pensate for the loss of these funds. In 1983,
the first fiscal year in which the states had to
copewith the fullimpact of federal cuts, 38 states
raised their taxes through a mixture of meas-
ures that increased taxes on sales, personal in-
come, and corporate profits, as well as through
higherusercharges. These additional revenues
helped state governments to increase their own
grants-in-aid to local governments in order to

* Throughout this section all figures are reporied in 1982
dollars,

Table 1
Cumulative Cuts in Federal Urban Grants-In-Aid
i 1981-1988

Employment and Training

Urban Mass Transit
Public Health

Block Grants

TOTAL

Primary and Secondary Education

Housing and Community Development

Social and Community Service

(Measured in 1982 Constant Dollars)

— 5% 7.7 Billion
— % 26.8 Billion
—% 8.2 Billion
- % 8.4 Billion
—-% 4.5 Billion

—$ 2.7 Billion

—3$ 59.3 Billion




parily offset the federal cutbacks. By 1986,
however, total federal and state grants-in-aid to
local governments were still below 1980 levels,
with the cumulative declines in total grants-in-
aid amounting to $43 billion between 1980 and
19863

As Figure 1 shows, Department of Defense
outlays grew consistently from 1981 to 1987,
peaking in 1987 at $245 billion, which was $72
billion above real 1981 levels. Actual and pro-
jected military outlays from 1988 to 1990 stand
at a high plateau, which averages about $65
billion over 1981 levels. By comparison, funding
levels for these selected urban grants-in-aid are
overshadowed by the military budget, making it
difficult to see that federal funding for urban
grants-in-aid fell from nearly $31 billion in 1981
to $20.5 billion in 1987, a real drop of over 33%.
Recent cuts mean that funding levels for urban
grants-in-aid are projected by the federal gov-
ermnment to be $19.6 billion by 1990.

As aresult of this shift in federal budget
priorities, the nation’s cities have had tocope

with expanding social problems, while pos-
sessing fewer fiscal resources. Growing
homelessness, drug abuse, problems in our
educational system, and the burgeoning
public health care crisis, all point to the need
for national policy initiatives to target fed-
eral assistance to cities.

The purpose of this study is to examine the
economic and social impacts of a realignment
of national priorities through reduced military
spending and increased federal urban grants-
in-aid. Funding urban grant programs by shift-
ing funds from the military budget will help, as
the U.S. Conference of Mayors resolution states,
“to redress the imbalance between military
spending and important domestic spending”
which has occurred over the last eight years.”

The U.S. Conference of Mayors selected
particular federal grant-in-aid programs that
promote social and economic development,
enhance the social well being and productivity
of ourcitizens, and generate sustainable growth
in our cities. Greater federal initiative on urban

Urban Grants-In-Aid and Military Outlays
Heal Spending Trends 1981-1880

(Billions of 1982 Dollars)
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| Source: Historical Tabies, Budget of the Uinited States Govemnment, Fiscal Year 1989, Tables 3.3 and 12.3 for

| funding levels and Table 6.1 for implicit price deflators. Military outlays do not include atomic energy defense
activities. Urban grants-in-aid programs include Housing and Community Development Grants, Economic

| Development Assistance Grants, Public Health Block Grants, Employment and Training Services Granis and
Work Incantive, Social and Community Senvices Grants, 2nd Human Development Services, Urban Mass Transit
Discretionary Grants, and Primary and Secondary Education Grants.




needs is warranted because many of the social
issues facing the nation's cities are truly national
in scope, and require the resources of the fed-
eral government to supplement those of siate
and local governments. Federal investment in
the cities yields benefits for the nation asawhole
because cities are the locus of much of the
nation's economic vitality, and about 74% of the
nation’s people reside in urban areas.

Expanded federal investment in the physi-
cal infrastructure is justified because the needs
and services for urban mass transit, low-income
housing and economic development are often
not limited to an individual city's boundaries,
and therefore require federal investment o plan,
finance and develop. Furthermore, these public
infrastructural investments provide essential
goods and services which the private sectordoes
not supply, but which it needs to have a better
and more productive social and physical envi-
ronment.

A renewal of federal financial assistance
for human resource development is beneficial
because these investments in education, pub-
lic health, employment and training and social
services enhance the skills, health and produc-

tivity of our citizens, while reducing the social
costs associated with preventable diseases,
drug abuse, and other social problems.

Leading authorities from within the Re-
agan Administration admit that there is $30
to $45 billion per year of waste which could
be eliminated from the military budget. As
former Budget Director, David Stockman has
commented about the military budget,
“There'sakind of swamp of $10t0 $20t0 $30
billion worth of waste that can be ferreted
out if you really push hard.” More recently,
Robert Costello, the Pentagon’s Director of
Procurement, has commented that 30% of
the Pentagon’s $150 billion procurement
budget is squandered on misguided quality
control and make-work exercises that don't
yield better arms.® Finally, as the recent pro-
curement scandals have shown, there is
evidence of a great deal of waste, corruption
and inefficiency within the current military
contracting system.

A realignment of national priorities could
provide the financial resources necessary fora
renewed federal commitment to America’s cit-
ies. The effects of the proposed $30 billion annual

Urban Grants-In-Aid and Military Outlays
Under Propesed $30 Billion Shift 1986—1990

(Billions of 1982 Dollars)
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Source: Historical Tables, Budget of the United States Government, Fiscal Year 18589, Tables 3.3 and 12.3
for funding levels and Table 6.1 for implicit prica deflators.
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of a 1983 report describing the state of our
nation’s schools. This Department of Educa-
tion study and others like it have had a pro-
found effect on the public’s thinking.

A broad consensus of opinion now rec-
ognizes the pressing need for major improve-
ments in the quality of primary and secondary
education. The needs of urban school districts,
where large percentages of the student popu-
lation come from low-income households, are
particularly urgent. High dropout rates and
studenis with low educational proficiency
contribute to higher unemployment, drug
abuse, and unwanted pregnancy, as well as
the costs of doing business.

In this alternative budget, an additional
$11.8 billion per year would go to federal
education programs. This would lead to an
increase of approximately 195,000 teach-
ers, thereby reducing the national student-
teacher ratio from 18.05 to 16.6.7? A large
share of these new teacher hires would be
in poorer districts where existing student-
teacher ratios are the highest, and the need
for specialized attention is the greatest. An
average of 26,000 additional school staff
including counselors, principals, nurses,
and learning disability specialists would
also be added as would 166,000 support
staff including teacher’s aides, mainte-
nance staff, and clerical support.

Schools would also be able to purchase
badly needed educational equipment and
teaching aids. Assuming that schools would
make purchases similar to the ones they cur-
rently make, they would buy each year: $60
million of new scientific instruments; $294 mil-
lion of new books and printed material; $55
million of furniture and fixtures; almost $65
million of new computers and electronic equip-
ment; and over $132 million for audio-visual
and communication equipment. Much of this
additional money for educational purchases
would go to poorer school districts where
shortages in books and equipment are most
acute.

Urban Mass Transit: New Funding, $3.1
Billion per Year

The nation’s urban areas are facing criti-
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cal transportation problems including mount-
ing traffic congestion, lengthening travel time,
and worsening air polluiion, all of which in-
crease the costs of doing business and dimin-
ish the quality of urban life. Federal underin-
vestment and disinvestment in urban trans-
portation systems have contributed to a dete-
rioration in existing rail and bus systems in
many cities, and slowed the development of
new transportation alternatives in others.

Federal authorities have recently justified
cuts in urban mass transit funding on the
grounds that mass transit is essentially a lo-
cal activity with local benefits, and therefore
not a federal responsibility. However, the
scope and benefits of mass transit funding
clearly transcend local boundaries. Over 30%
of federal highway system mileage is in ur-
ban areas, which means that congestion re-
sulting from inadequate urban transit systems
directly affects the national transportation net-
work as a whole.'* The oil crises of the 1970s
underscored the need for a diverse, flexible
and energy efficient national transportation
system that is less dependent on the automo-
bile.

During the 1970s and early 1980s, in-
creased investments in urban mass transit led
to a significant rise in mass transit ridership.™<
However, over the last six years federal
support for mass transit has dropped dra-
matically, even as urban and national trans-
portation problems continued to grow.
Further federal neglect threatens to undo
previous accomplishments, and to limit future
progress in mass transit. This will only increase
the nation’s vulnerability to future oil shocks
and undermine the nation's long-run energy
security.

This new funding would generate signifi-
cant improvements in the urban mass tran-
portation network. Almost $3.1 billion would
be added to existing and projected federal
mass transit funding. Capital projects would
receive almost $2.2 billion, allowing for major
new purchases of buses to replace and ex-
pand bus fleets, as well as new purchases and
rehabilitation of rail cars. Cities would also be
able to expand their railroad tracks, and
upgrade their rail stations, bus stations and
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Social Services: New Funding, $4.9
Billion per Year

Social Service Block Grant and Commu-
nity Service Block Grant funding supporis a
highly varied set of programs and activities,
including child care services, prevention of
family violence, and services addressing the
problems of child abuse and teenage run-
aways. Human Development Service Grants
selected for this study primarily go to fund
Head Start and special programs for the aged.

Although it is difficult to estimate exacily
the extent to which child care services could
expand nationally, local officials in Chicago,
Trenton, Austin, and Irvine indicate that the
additional funding would dramatically improve
existing child care services, and possibly
double their current child care capacity. The
additional funding would also provide for ma-
jor expansions in other programs.

These social services, which have
proven record of success, could be ex-
panded by $4.9 billion. Assuming the cur-
rent mix of funding among these categories,
this would mean nearly %2 billion for Human
Development Services, $2.6 billion for Social
Services Block Grants, and $330 million for
Community Development Block Grants. This
would mean that:

» 490,000 additional children would join
Head Start;

- 2,300,000 more senior citizens would
get served in their homes or at cen-
ters;

- 3,000,000 more home visits to the eld-
erly would be provided by volunteers;

« City transportation for the elderly would
increase.

Employment and Training: New Funding,
$3.1 Billion per Year

Employment and Training programs ad-
dress a wide range of problems facing many
Americans who have difficulty getting and
keeping a job in today’'s complex labor mar-
ket. Unemployed adult workers, minority and
disadvantaged youths, workers displaced by
international competition, older workers and
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migrant workers would all benefit from the $3.1
billion annual increase for training and job
placement programs.

Under these new budget priorities, out-
lays on Title llA of the Job Training Partner-
ship Act (JTPA) would go up by $1.9 billion
annually, allowing 1,300,000 more unem-
ployed adult workers to be enrolled each year.
Higher funding could also permit an increase
in support payments for enrollees, which go
to defray the costs of job-related transporta-
tion and provide medical care, child care and
other social services. On-the-job wage sup-
plement payments could also be increased,
thereby raising the wage levels for workers
enrolled the program. Funding for the Sum-
mer Youth program would nearly double over
1986 levels, so there could be a major increase
in the number of young people getting job-
related classroom training and vocational ex-
perience.'®

Other job training programs would in-
crease annually by:

= $165 million for The Dislocated Workers
Program;

= 576 million for The Older Americans Com-
munity Service Program;

= 364 million for The Migrant Workers Pro-
gram; and

+ £119 million for research and development
and demonstration projects.

The National Economic Impact of
a Shift in Federal Priorities

Nationally, a shift of 330 billion per
year from the military budget to urban
programs increases the Gross National
Product, jobs, personal income and private
fixed investment. These positive economic
effects are a welcome collateral benefit of
implementing new budget priorities.

As Table 3 shows, the Gross National
Product increases annually by an average
of $3.5 billion from 1986 to 1990. Fixed do-
mestic investment in residential and non-
residential construction, and producers’
plant and equipment increases by an



annual average of $550 million. Personai
disposable income increases each year by
an average of $2.2 billion. The increase in
personal income will generate approxi-
mately $495 million annually in additional
income tax revenue for federal, state and
local government. These estimates reflect
the total net impact of the shift in federal pri-
orities, which includes the direct, indirect and
induced effects.”

In addition, there will be an estimated
net gain of over 197,500 jobs for each year.
These jobs gains are over and above those
which would occur from normal economic
growth.

Another way to examine the effects of
these policy changes is shown in Table 4,
which depicts the net effect for each year of
implementing these policies. This shift from
military to urban programs raises the Gross
Mational Product in every year. Personal dis-

* Direct effects show, for example, how many construction
workers and other people would be hired if more were
spent on public housing. The indirect effect measures
the change for other industries when, for example, the
construction contractorbuys machinery and other goods.
The induced effect shows what happens when zll the
newly hired people go out and spend moneay at grocery
stores and buy cars.

Table 3
The National Economic Impact of a Shift in Federal Priorities
Annual Average for 18861930
(Measured in 1982 dollars)

Increases from
Urban Programs

Gross National
Product + $39,600,000,000

Personal
Disposable Income + $13,600,000,000

Private Fixed
Investment + $ 7,220,000,000

posable income (personal income after taxes)
also rises in every year. The increase in per-
sonal income (before taxes) generates $2.5
billion over five years in additional income tax
revenues for federal, state, and local govern-
ments. These higher tax revenue estimates
do not include the additional corporate and
sales taxes that would be generated by this
higher level of national income, so the overall
impact on tax revenues is higher than $2.5
billion.

Every category of private fixed investment
shows net gains throughout the five-year
period, including gains in residential construc-
tion, nonresidential construction, and
producer's durable plant and equipment.
These gains do not include the public fixed
investment in public housing, urban transit
facilities and infrastructural improvements. In
essence, the gains in private fixed investment
are indirectly stimulated by higher public in-
vestment in public housing, transit and public
infrastructure. Indeed, annual net public in-
vestment increases by $1.7 billion on aver-
aqge over the five years.

These results demonsirate that a shift in
federal spending can generate more fixed
investment in residential and non-residential
consfruction and producers’ durable goods,

Decreases from

Military Cuts Net Impact
— $36,100,000,000 + $3,500,000,000
— $11,400,000,000 + $2,200,000,000
- $ 6,670,000,000 +$ 550,000,000
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more personal disposable income, and a
higher Gross National Product.

One of the main factors contributing
to a higher GNP is that a greater share of
the goods and services are purchased do-
mestically when federal spending is shifted
to urban programs. The urban programs
are more labor intensive and principally
employ American labor. Also, most of the
fixed investment in public works, housing
and urban transportation generates de-
mand for domestic construction and the
production of materials and equipment.

By contrast, the production of military
goods is more capital intensive and em-
ploys less labor. A significant share of mili-
tary outlays go to purchases made over-
seas, and to pay troops stationed abroad.
In addition, the amount of imports used by
military industry has been rising, especially
in many of the high-technology sectors.'®

Personal income also increases because
urban programs hire many more workers than
would the armed forces and military contrac-
tors. Also, many troops are stationed overseas
and spend much of their income there, rather
than at home where it would generate higher

demand, and hence greater employment and
income.

The modest gain in private fixed invest-
ment reflects the higher domestic production
for goods and services gencrated indirectly
by federal spending on the urban programs.
The real value of these new public invest-
ments lies in the fact that they directly
contribute to improving the productive
base of our nation, thus enhancing the long
run productivity of both the private and
public sectors, as well as improving the
quality of life of our citizens.?®

The National Employment Impact

Mationally, higher spending on urban
programs and reduced military outlays
generate more jobs. Virtually every major
category of employment, with the excep-
tion of the military-oriented durable goods
and mining, shows a net gain in employ-
ment. There are net employment gains in
non-durables goods; construction; trans-
portation; public utilities; finance, insur-
ance and real estate; wholesale and retail
trade; and services.

Table 4 |
The Net Effect on the Gross National Product of a Shift in Federal Priorities
Annual Figures for 1986—19390
(Billions of 1282 dollars)
1886 1987 1988 1989 1990
Gross National Product + 52575 + $3.051 + $3.567 +54.096 +%4.166
Personal Disposable |
Income + $2.340 +52.300 +52.147 + $2.192 +5$1.981
Private Fixed Investment
Residential
Construction +5 040 +%$ 073 +% 089 +% .105 +%5 109
Non-residential
Construction +% 012 +% 116 +% .198 +5 249 +% .275
Producers’ Durable |
Equipment +$ 019 +8% 195 +8$ 340 +9% 438 +§ 497 ‘
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Theie woliu De an annua average of
197,500 more jobs generated from 1986 to
1980 with this $20 billion shift of funds from
military spending to these selected urban pro-
grams. The job impact of this change in spend-
ing varies substantially among the different
sectors of the economy.

It is important to understand how to in-
terpret the employment effects of the cutbacks
in military spending because there are two
quite different groups of jobs involved.

The first type are the jobs generated by
manufacturing military hardware or specialized
services directly purchased by the Pentagon.
This would include people working on the
manufacture of missiles, nuclear weapons,
military aircraft, ships and tanks, as well as
military research and development. Much of
this production is highly specialized. Some of
it could be converted to civilian production
relatively easily, some of it could not. How-
ever, the key point is that much of the military
hardware has little or no civilian use.

The second type of jobs are those that
produce ordinary consumer and commercial
goods and services such as clothes, food,
office supplies, computers, cars, and banking
and other services. Some of these civilian-
oriented jobs come from direct purchases by
the Pentagon and purchases by people
employed in the military and military-related
manufacturing. These goods and services
have a direct civilian use. People employed
in these jobs could continue working in the
same occupations if demand for these goods
and services were maintained by comparable
civilian-oriented government spending to off-
set the military spending cutback.

There would be a substantial net gain of
88,000 jobs in services. This is a very diverse
category which includes private health serv-
ices, educational services, miscellaneous
professional services, business services, auto
repair and recreation. There would be 317,800
more jobs with the urban program spending
and 219,700 jobs foregone under the military
spending cuts, for a net gain of 98,000 jobs.

Construction employment would also fare
well under this spending shift. This category,

which incluges residential construction and
non-residential construction, would gain
74,300 jobs under the urban program spend-
ing. Although there would be 46,500 fewer
construction jobs from the military reductions,
there would be a net gain of 27,800 jobs.

Military-oriented durable goods indus-
tries, which includes aircraft, missiles, ship-
building, tanks and rest of transportation
equipment, electronic and electrical equip-
ment, fabricated metal products, and non-
electrial machinery, would have 179,100 fewer
jobs with the military cuts. There would be
54,300 more jobs for these industry groups
due to urban program spending. So the net
change is 124,800 fewer jobs in these indus-
tries. The mining sector shows a net loss alsg,
of 300 jobs.

The rest of durable goods industries
includes lumber, furniture, motor vehicles,
stone, clay and glass, primary metal products,
scientific instruments and miscellaneous
manufacturing. These industries would gain
44,800 new jobs under the urban program
spending, while the military cuts would mean
44 400 fewer jobs. The net result for these
industries would be a net gain of 400 jobs.

The non-durable goods category includes
food, textiles, apparel, paper, printing, and
petrochemical products. There would be
57,200 more jobs in these industries because
of the urban program spending, while the
military spending cuts would lead to 44,100
fewer jobs. Thus, these industries would en-
joy a-net gain of 13,100 jobs, largely gener-
ated by the increased incomes that people
would have to purchase these consumer
goods and services.

Transportation and public utilities employ-
ment would also have more job openings.
There would be an additional 47,300 jobs from
urban program spending, while military cuts
would mean 38,700 fewer jobs. The net im-
pact would be 8,600 more jobs.

Finance, insurance and real estate would
gain 53,700 jobs under the new urban spend-
ing. This category involves people working in
banks, insurance and real estate. There would
be 46,900 fewer jobs with the military spend-
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ing cuts. The net impact would be 6,800 more
jobs.

Wholesale and retail trade involves
people working in stores, restaurants, ware-
housing and distribution. There would be
161,000 more jobs with the urban spending
shift. The military cuts would mean 149,400
fewer jobs. The net gain would be 11,600 jobs.

The size of the uniformed armed forces
would be decreased by these military cuts,
going from 2,167,000 in 1986 to 1,917,000, a
reduction of 249,550 people. This would not
necessarily involve an equivalent number of
actual layoffs since some of the losses could
be absorbed by reducing the number of new
recruits, as well as through normal attrition.
There were, for example, an annual average
of 298,000 first-year recruits between
1983-1985.2' The military spending cuts
would zlso result in 108,150 fewer non-uni-
formed military personnel, but the overall
impact of this too could be mitigated by nor-
mal attrition.

This reduction of government person-
nel on the federal level would be more than
offset by increased hiring by state and local
governments of new personnel for educa-
tion, public health and other services. In
public education, there would be 195,000
new teachers and 192,000 additional
school staff. This would include counsel-
ors, nurses, principals, teacher’'s aides,
maintenance and clerical staff. The total
addition to educational staff with this shift
in spending to urban programs would
equal 387,000 more jobs.

State and local governments would be
able to hire additional public health workers,
bus and train operators, people involved in
housing, in child care, in care for the elderly
and the myriad of other services which they
provide. There would be an additional 127,000
jobs created by the urban program spending
to provide critical social services.

When interpreting the job impacts of
the military cuts, it is important to note that
for the national economy, there would be
little displacement of people working in
civilian-oriented industries. For instance,

for an auto worker in Detroit, it doesn't
matter whether a purchaser of a car is
employed by a military contractor or a
school district; what matters is the overall
consumer demand for autos, which is
determined by aggregate employment and
income.

Regional employment, however, would
be affected by spending shifts from the mili-
tary to urban programs. The regional employ-
ment losses in military-oriented industries,
highlight the need for implementing national
and local frameworks for economic conver-
sion, which would allow for a planned transi-
tion from military to civilian production. Con-
version planning would minimize the employ-
ment losses due to cutbacks in military con-
tracts, and would avoid many of the job losses
reporied in this study. Economic conversion
planning would also minimize the regional
economic dislocations that many militarily
dependent communities would suffer from an
unplanned transition from military to civilian
production.

Sensitivity of Results to Changing As-
sumpftions

These employment gains are based on
relatively conservative assumptions about the
number of new hires associated with the vari-
ous state and local grant-in-aid funded pro-
grams. For example, the spending mix in this
study involved a lower share of total expendi-
tures going to wages and salaries than aver-
age siate and local spending. Total wages and
salaries as a percent of all program expendi-
tures in this study amounted to between 41%
and 45%. This is lower than the national
average for all state and local governments,
which averaged between 53% and 55% over
the 1983 to 1987 period.#2

The national percentage dedicated to
educational wages and salaries is the only
assumption which substantially affected the
estimates of net national employment. This
study assigned 80% of all education expendi-
tures to the wages and salaries of educational
staff, which is higher than the national aver-
age of 62.29:.22 However, the higher figure
reflects the decision of the cities in our study
to use the new funds primarily for educational
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compensation. This decision probably better
reflects the response of states and cities to
the addition of new funds than does the na-
tional average for educational compensation.

Nonetheless, since new hires for educsa-
tionzl staif comprises about three-quarters of

the new hires for all of the urban programs, it

makes sense io see what changing this as-
sumption does to the results for total net
employment. Using the 62.2% national aver-
age of educational compensation as a percent
of total expenditures lowers the net job gains
for all types of employment to an annual
average of 110,400 instead of 197,500 per
year_ This lower estimate is not a complete
estimate of the net change in jobs because it
was not derived from a computer simulation.
Therefore, this lower net job calculation does
not account for the additional job gains from
shifting spending away from educational com-
pensation to more construction, equipment
and maintenance spending.

On balance, the national evidence
indicates that funding urgently needed
urban programs by reducing military
spending not only provides the public with
essential goods and services, but also
generates significantly more jobs, income,
investment and economic activity. Thus, a
shift in federal spending priorities allows
the nation to finance a renewed initiative
on critical urban problems without contrib-
uting further to the federal deficit. More-
over, an investment in the social and
physical infrastructure represents a long-
run investment in our nation’s future eco-
nomic and social well being, thus enhanc-
ing the security of our cities.

PART lll. THE IMPACT ON THE
CITIES: FOUR CASE STUDIES OF
THE REGIONAL EFFECTS OF NEW
FEDERAL PRIORITIES

The $30 billion shift in federal budget
priorities has diverse social and economic
impacts on the four cities studied. There are
three key determinants of the economic im-

pact. The first is the amount of military con-
tracting and pay, and its relative importance
for the overall economy of the city. The sec-
ond is the amount of money which the city
receives for these selected urban programs.
The third is the city's size, the composition of
its industrial base, and the extent of its public
service infrastructure.

The most visible social impact of in-
creased urban spending is measured by the
additions and improvements in each city's
public infrastructure and human services. The
amount of benefits which each city receives
depends upon the local government's policies
and the degree to which each city takes part
in the specified urban programs.

Of the four cities studied, Chicago
shows a very strong net economic gain in
jobs, income, investment and overall eco-
nomic activity. Austin exhibits a modest
net economic gain. Trenton shows slight
net gains. And Irvine, which is located in
Orange County, California, a very militar-
ily dependent region, shows a net eco-
nomic loss. On balance, when these results
are examined within the broader county
economy in which each city is located, they
indicate that Chicago experiences clear net
gains, Austin and Trenton break even, and
Irvine, in Orange County, is a net loser.

All four cities receive tangible bene-
fits from the substantial improvements in
their public infrastructure, educational
systems and social services. Chicago and
Trenton, which have historically had higher
participation rates in federal urban programs,
gain the most in improved services and pub-
lic investment, while Austin and Irvine experi-
ence more modest improvements from the
new funding.

Regional disparities in the volume of
federal grants-in-aid and of military contract-
ing and payrolls are brought to light by the
analysis of these four cities and counties.
Chicago and Cook County participate in a
relatively high proportion of the grant-in-aid
programs, as measured on a per capita ba-
sis, while Irvine and Orange County have a
relatively low per capita participation rate. For
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example, of the grant-in-aid programs exam-
ined in this study, Cook County is estimated
to receive additional new funding of $167 on
an annual average per capita basis between
1986 and 1990, while Orange County receives
an annual addition of $63 per capita. These
new funds are over and above the estimated
baseline of existing funding levels for the
period, where Cook County is estimated to
receive an annual average of $127, and
Orange County $48 per capita.

The reverse is true for military contract-
ing and pay, where Orange County ranks
among the highest in the nation with $1,897
per capita on an average annual basis be-
tween 1986 and 1990, while Cook County
ranks very low with an annual average of $226
per capita. Given these differences, an 11.6
percent cut in military spending falls far more
heavily on Orange County than it does on
Cook County. On the other hand, an increase
in funding for these programs in this study has
a greater effect in Cook County than it does
in Orange County, because Cook County
pariicipates in a greater number of grant
programs than does Orange County.

The study shows that despite these re-
gional differences, in three out of the four
cases government spending on civilian
needs generates equivalent, if not greater,
economic activity than does military
spending. This finding runs contrary to the
common misconception that government
military spending creates higher levels of
economic activity than does domestic
federal, state and local spending.

In the fourth case, the adverse impact
of this policy on Orange County highlights
the vulnerability of a region’s economy
because of overdependence on military-
industrial activity.

Before examining in more detail the
specific benefits and net economic effects of
these policies on each of the cities, itis useful
to review briefly the method used to calculate
for each city the changes in federal military
and urban grant spending resulting from a $30
billion annual shift in federal budget priorities.

Calculating the Changes in
Federal Spending for Each City

The first step was to estimate the cur-
rent baseline of military procurement contracis
and payrolls, and urban grants-in-aid for each
city and county over the period 1986-1890.
The second step was to calculate the change
in funding levels for each city from a national
shift of $30 billion annually from military out-
lays to increased spending on these federal
grants-in-aid. The third step was to calculate
separately the effects on the demands for 53
industries due to reduced military outlays and
increased spending on grants-in-aid. In the
fourth step, these changes in the demands for
industrial output were used in two separate
computer simulations to calculate the eco-
nomic effects on each city.

The first simulation for each city calcu-
lated the economic effects of the reduction in
military spending, including all direct, indirect
and secondary (or induced) changes in in-
come, investment, employment and output.
The second simulation for each city calculated
the economic effects of increased spending
on urban grants-in-aid. The results of the two
simulations were then compared to determine
the net effects.

The computer model used to simulate
these changes estimates the net effects after
adjusting for the projected changes in employ-
ment, income, investment and output. Thus,
the estimated economic impact of these pol-
icy changes already has accounted for the
projected economic growth of the city or county
over the period.

Each city is modeled as part of the county
in which it is located because the economic
data used in the economic model are collected
on a county-by-county basis. For Chicago,
Austin and Trenton, the city’s economy is the
dominant factor in the county, however, for
Irvine, the city is so small in relation to Or-
ange County, that it makes more sense to look
at the county as a whole.

A questionnaire was sent to the mayor
of each city to determine how the new grant
monies would be spent. The relevant admin-
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istrative departments provided Employment
Research Associates with detailed responses
on expenditures for major types of purchases,
the amount going for new personnel and for
raises, and the amount going for contract
services provided by private and non-profit
organizations. A follow-up telephone survey

was also done to determine how these expen-
ditures would increase services, and the
number of additional people that would be
served.

Housing and Community Development
Socizl Services

Employment and Training

N Teand

Education

Pubhc Health

TOTAL

Per Capita New Funding $248.71

CHICAGQ'S NEW FUNDS DUE TO INCREASED SPENDING ON GRANTS-IN-AID
: (measured in current dollars)

(Five-Year Totals may reflect discrepancies due to rounding.) i

Population 3,010,000 (Census estimate for 1987)

Table 5
CHICAGO AND COOK COUNTY .
FEDERAL GRANTS IN AID TO THE CITY AND COUNTY '

ANNUAL FIVE YEAR
AVERAGE TOTAL
1986-1990

$158,367,000 $791,837,000
23,008,000 495,038,000
69,502,000 347,508,000
247,581,000 1,237,906,000
157,376,000 786,879,000
16,787,000 83,835,000 ;
$748,621,000 $3,743,104,000

Per Capita New Funding $166.52

COOK COUNTY'S NEW FUNDS FROM INCREASED SPENDING ON GRANTS-IN-AID

(measured in current dollars)
ANNUAL

AVERAGE FIVE YEAR

1586-1990 TOTAL '
Housing and Community Development $180.840,000 $904,203,000
Socizal Services 99,546,000 497,728,000
Employment and Training 83,666,000 418,329,000
Mass Transit 281,458,000 1.407,289,000
Education 215,013,000 1,075,066,000
Public Health 17,712,000 88,561,000
TOTAL $878,235,000 $4,391,175,000

(Five-Year Totals may reflect discrepancies due to rounding.)
Population 5,274,000 (Forecasted annual average 1986—1990)




CHICAGO: The Social Benefits and
the Economic Impacts

Chicago, the nation’s third largest city,
has an extremely diverse population and
economic base, and has experienced steady
economic growth in recent years. ltis an older
industrizal city with a variety of urgent infras-
tructural and social needs. Both Chicago’s
unemployment rate, and the share of iis
households living below the poverty level, are
well above the national average.?* The city's
aging transportation and housing infrastucture
is in need of extensive renovation and repair.

Chicago is finding it extremely difficult to
solve these problems in an era of reduced
federal commitment to urban areas. Yet the
needs associated with these problems must
be addressed in order for the city to maintain
its status as a premier center of service and
manufacturing, and as a major economic
nexus of the Midwest.

The change in federal priorities envi-
sioned in this study would more than double
existing federal support to Chicago and Cook
County in the areas of housing and commu-
nity development, education and job training,
mass transit, and health and social services.
Table 5 indicates the average annual in-
creases, and the five-year total of new fund-
ing in each program category going to Chi-
cago and Cook County from 1986-1990.
These additional federal expenditures would
translate into concrete additions and improve-
ments in public goods and services in areas
where the city has been hard pressed to keep
up with existing demands.

Housing and Community Development:
£158,367,000 in New Funding Per Year

Chicago has a severe problem of home-
lessness, and a public housing system which
is in desperate need of additional support.
During 1987 alone, federal cutbacks forced
the Chicago Housing Authority (CHA) to re-
duce its workforce by over 30%, this will in-
crease maintanence problems, and reduce
security in public housing. In the last twelve
months, the CHA has lost 1,550 units, while
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over 40,000 applicants are waiting for
public housing space and over 200,000 live
in substandard or inappropriate housing.**

As indicated in Table 5, Chicago would
receive an annual average of $158.4 million,
equalling a five-year total increase of nearly
$792 million in housing and community de-
velopment funding. This sum would aliow the
Authority to hire 1,120 additional permanent
employees to replace those lost through pre-
vious cutbacks, and increase security and
maintenance personnel.

Over $30 million of this federal spending
for housing would go to new construction. This
money would leverage significant private
housing investment, and lead to the addition
of about 230 new units, which could house
between 900 and 1,000 individuals.

The main housing priority in Chicago
is rehabilitation of currently unoccupied or
abandoned units. Of the total additional
new housing funds, $263 million would go
to rehabilitate nearly 17,000 existing pub-
lic housing units. This would maintain or
provide additional housing for 63,000 in-
dividuals over the five-year period, who
might otherwise become homeless or rele-
gated to substandard housing. An addi-
tional $338 million dollars would remain for
other housing and community development
projects which would further enhance the
public housing stock, recreational facilities and
business and shopping areas.

Primary and Secondary Education:
$157,376,000 in New Funding Per Year

A high percentage of the students in
Chicago’s public school system have special
needs. Over 65% of the students in the school
system come from households that live be-
low the poverty level. The dropout rate is
approaching 45%, and 37,000 students have
limited English proficiency.2® With the Chicago
public school system projecting a deficit for
FY 1988 of $188 million dollars, further cut-
backs in federal assistance to the city's
schools would be disastrous. The change in
federal priorities advanced in this study would
bring over $157 million a year in desperately



needed funding to Chicago's public schools,
adding up to nearly $787 million over the five
years studied.

This additional educational funding.

would allow 2,270 new teachers to be hired,
lowering the student teacher ratio to 16.1,
thereby permitting the increased special-
ized attention required to improve student
performance and reduce the high dropout
rate. Over 2,000 additional instructional and
support staff could also be hired to staff spe-
cial learning and literacy programs, improve
security, and increase the attractiveness of
school facilities. Furthermore, over $31 mil-
lion annually could be spent to purchase sci-
entific instruments, books and teaching aids,
classroom furniture and fixtures, and audio
visual equipment currently in short supply in
many of the city’s schools.

Employment and Training: $69,502,000 in
MNew Funding per Year

With its relatively high unemployment and
school dropout rates, Chicago would also
benefit greatly from the additional federal
employment and job training support. These
services, which often overlap and complement
public education, would enjoy a significant
expansion.

Adult and youth Job Training Partnership
Act programs would receive approximately
$45 million in additional funding annually to
support job training and placement activities.
Based on actual 1986 data on costs per en-
rollee, over 28,000 adults and youths could
enroll in a job training program. Summer youth
programs, which give high school students
training and valuable employment experience,
would receive an additional $21 million an-
nually, and would allow almost 33,000 new
enrollees.

Retraining programs for workers dislo-
cated by plant closures would receive nearly
$1.3 million annually in new funds, thus pro-
viding for the retraining of nearly 2,000 more
workers. And the Older Workers Program
would receive another $1.2 million annually,
which could provide services for an additional
1,100 people.”

Mass Transit: $247,581,000 in New
Funding Per Year

The Chicago Transit Authority (CTA)
manages a transit system servicing over 2
million riders each weekday. Operating 1,200
transit cars and 2,250 buses, the system is
one of the most comprehensive in the nation.
However, because of the advanced age of
parts of the system, coupled with past under-
investment, a recent study by the lllinois
Regional Transportation Authority estimated
that a $3.7 billion investment is required over
the next ten years to bring the current CTA
mass transit system up to good condition. This
is almost three times the capital funding avail-
able from local sources over the period.

The additional federal support to Chicago
mass transit aclivitities proposed in this study,
iotalling over $1.2 billion for five years, wouid
go a long way toward meeting this shortfall. It
would allow the city to maintain the transit
services so critical for sustaining economic
growth and development.

Of the $1.2 billion in total additional fed-
eral funding, officials indicated that over $560
million would be targeted to reconstruction of
irack, bridges, transit stations, and other
capital needs. Nearly $51 million would be
spent on bus purchases enabling the system
to purchase approximately 500 buses to re-
place aging equipment. Rail equipment pur-
chases could amount to $256 million for the
entire period. Rough estimates suggest that
this would allow the replacement of 190 units
of older transit rail stock. Also, over $100
million could be directed to replacement of
worn out signal and communictions equip-
ment. The remaining $230 million could be
used for operations, which would permit the
hiring of approximately 1,500 transit employ-
ees, thereby improving security, station clean-
liness, and rider information services.

Public Health: $16,787,000 in New
Funding Per Year

The Chicago Department of Health op-
erates and manages a wide variety of health
care services, many of which are geared to
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individuals without access to the private health
care sysiem. The demands on the city's
public health system have been increas-
ing in the areas of drug abuse, sexually
communicated diseases, including AIDS,
mental illness, and infant and child health.
For instance, there are currently only six
employees in the Chicago Health Depart-
ment who are responsible for investigat-
ing and treating over 5,000 cases of infec-
tious diseases each year. The $16.8 mil-
lion annual addition to public health would
go for critical extensions in public health
services.?®

Mental health services to children, ado-
lescents and families could be exiended to
2,000 additional individuals. Over 1,000 addi-
tionzl deinstitutionalized mental patients could
be provided with case management, and in-
tensive support services. A new mential health
facility could be opened to provide short-term
residential care to 600 chronically ill mental
patients. Over 100 additional beds could be
added to an existing drug and alcohol treat-
ment facility capable of handling 1600 more
patients each year. Additional staffing could
be provided to overburdened cummunity
health centers, and 40,000 additional children
per month could be vaccinated against child-
hood diseases.

Increased funding for public health would
also allow monies that have been diverted from
the treatment of sexually transmitted diseases
to meet the AIDS epidemic, to be restored.
Money would still remain to improve prenatal

and infant health care. This needs survey
shows that a rather modest increase in fed-
eral public health funding would lead to an
impressive expansion in services to those in
criticzl need of help.

Social Services — $99,008,000 in New
Funding Per Year

The 11% unemployment rate, high lev-
els of poverty, and the associated problems
of crime and drug abuse make a strong
commitment to social services imperative for
Chicago. The increase of approximately $100
million would allow for significant concrete
improvements in social services. An improved
and expanded spectrum of child care and child
development services, youth and family coun-
seling, and drug education and treatment
would complement efforts in education, job
training and public health, making it possible
for the city to meet its human service needs
more efficiently.

Increased federal support for social serv-
ices in Chicago could be directed to a large
number of social and community services,
particularly child care and child development,
community-based services to youth and fami-
lies, and special services to the aging. Two
hundred additional day care facilities could
be opened to service 8,000 additional chil-
dren. The highly successful full-day Head
Start programs could be instituted at many
of these new facilities. Over 500 programs
serving 112,500 people could be initiated:

Table 6
THE EFFECT ON CHICAGO'S GROSS REGIONAL PRODUCT
FROM A SHIFT IN FEDERAL PRIORITIES
Annual Average for 13861980
(Measured in 1982 dollars)

Increases from Decreases from
Urban Programs Military Cuts Net Impact
Gross Regional Product + $621,700,000 - $36,000,000 + $585,700,000
Personal Disposable Income  + $446,200,000 - $22,300,000 + $423,900,000
| Private Fixed Investment +$ 59,100,000 -$ 3,900,000 +$ 55,200,000
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tor youth and family counseling; programs
directed at youth gangs; and emergency
protective services for family violence.

Agencies providing services to senior
citizens could increase the number of elderly
households receiving homemaking and
household assistance by 800, extend nutrition
programs fo 2,000 households thereby elimi-
nating the current waiting lists, and extend
protective services for abused elderly individu-
als to 1,000 households.

CHICAGO: The Economic Impacts

Chicago has a well developed public
service sector that participates in many of
these urban programs; a large, diversified
industrial base; and a relatively low level
of military contracting and pay. This en-
ables the city to realize an annual average
net gain of 20,020 jobs. Civilian sector
employment increases annually by an aver-
age of 21,210 jobs, while military-related job
losses amount to an average of only 1,180
per year. These net job gains reduce
Chicago's unemployment rate from 11% in
1887 to 9.5%.2° Job gains are primarily reg-
istered in construction, finance, wholesale
and retail trade, services, and state and
local government. The manufacturing sec-
tor, on balance, experiences no real net
change in employment for durable and non-
durable goods production.

A broader measure of the policy’s eco-
nomic impact is indicated by Chicago’s Gross
Regional Product®, which increases by an
annual average of $586 million. Personal
disposable income rises $424 million. Private
fixed investment in residential and non-resi-
dential construction and producers’ goods
increases by an annual average of $55 mil-

*Gross Regional Product measures the value of the
city’s oulput of goods and services, net of its balance
of trade with the rest of the world

lion. However, this amount does not include
the net additions of public fixed investment,
which increases by $139 million each year.
This net public investment represents the
additions to the public housing stock, urban
mass transportation facilities, and public in-
frastructural improvements, as compared to
the reductions in military-related construction.

These gains for Chicago are amplified by
the fact that Cook County as a whole also
shows net economic gains in employment,
income, investment and overall GRP. Employ-
ment in Cook County registers net gains of
22,300 per year with all major industrial sec-
tors either gaining in jobs, or remaining the
same. Gross Regional Product for Cook
County goes up $741 million in 1982 dollars.

Met gains for Cook County redound on -
Chicago’s economy through regional trading
between the city of Chicago and the rest of
Cook County thereby reinforcing the overall
positive effect for Chicago and the region.

On balance, Chicago and Cook County
would gain economically and socially from the
adoption of this shift in federal budget priori-
ties. Both the higher level of economic activ-
ity and the funding for new public goods and
services would improve the overall quality of
life for the citizens of the city and the county.

AUSTIN: The Social Benefits and
the Economic Impacts

Austin is 2 medium-sized southwestern
city and the state capital of Texas. It experi-
enced very rapid growth and development in
the late 1970s and early 80s. The growth boom
slowed in 1985, as the oil, real estate and
agricultural sectors of the state economy
began to falter. Over the last three years,
population growth has stabilized, and Austin’s
unemployment rate has leveled off in 1987 and
the first half of 1988 at 6.5 %, which is eight-
tenths of one percent above the national av-
erage.*®

This experience of rapid growth followed
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by 2 marked slowdown, has put considerable
pressure on the fiscal capacities of the city
and county governments. The earlier period
of rapid expansion overwhelmed the existing
public infrastructure, schools and social serv-
ices, forcing the city to make large new in-

vestments in many of these areas. But the
recent period of low growth diminished the
city’s tax base just as many of these projects
and expansions were in mid-stream. The
recent economic contraction has placed ad-
ditional fiscal pressure on the city.

! AUSTIN AND TRAVIS COUNTY
FEDERAL GRANTS-IN-AID FOR THE CITY AND COUNTY |

Table 7

AUSTIN'S NEW FUNDS DUETO
INCREASED SPENDING ON GRANTS-IN-AID
(measured in current dollars)

ANNUAL ‘

AVERAGE FIVE YEAR |

1986-1990 TOTAL |

Housing and Community Development $17,546,000 $87,731000 |
Socizl Services 662,000 3,311,000

| Employment and Training 3,515,000 17,574,000 ;

i Mass Transit 1,460,000 7,299,000 E

; Education 17,908,000 89,540,000 |

= Public Health 697,000 3,486,000 |

TOTAL $41,788,000  $208,940,000 I

{Five-Year Totals may reflect discrepancies due to rounding) |
Population 551,000 (Census estimate for 1987)

Per Capita New Funding $75.64

Social Services
Employment and Training
Mass Transit

Education

Public Health

TOTAL

Per Capita New Funding $78.06

TRAVIS COUNTY'S NEW FUNDS FROM
INCREASED SPENDING ON GRANTS-IN-AID
(measured in constant dollars)

Housing and Community Development

(Five-Year Totals may reflect discrepancies due to rounding)
Population 581,800 (Forecasted annual average 1886—1990)

ANNUAL
AVERAGE FIVE YEAR
1986-1990 TOTAL
$17.546,000 $87,731,000
728,000 3,641,000
3,515,000 17,574,000
1,584,000 7,921,000
21,350,000 106,743,000
697,000 3,486,000
$45,420,000 $227,102,000




The earlier period of economic growth
and low unemployment also helps explain why
Austin has a relatively low per capita partici-
pation in many federal block grant programs.
Yet, Austin and Travis County would fare well
with an expansion of these programs.

The additional federal expenditures for
Austin and Travis County shown in Table 7
would allow the city to manage its current
problems more effectively and sustain its
ongoing efforts to extend and improve its in-
frastructure. The higher levels of federal
support in education, public health care, so-
cial services, employment and training, hous-
ing and mass transit would help Austin meet
the needs of its expanded population, and
maintain the high quality public facilities and
services necessary to achieve stable growth
and development in the future.

Housing and Community Development:
$17,546,000 In New Funding Per Year

Like many medium-sized cities, Austin
has a significant number of households
living near or below the poverty level, and
a shortage of affordable housing. The in-
jection of additional federal monies for public
housing and community development would
enable the cily to develop and rehabilitate low-
cost public and private housing and provide a
substantial number of families with decent,
affordable living space.

Austin would receive nearly $88 million
over the five-year period for housing and
community development. Nearly 970 hous-
ing units could be built providing living
space for over 3,800 individuals. An addi-
tional $13 million would be spent over the
five years to rehabilitate approximately
1,650 units of existing housing for nearly
6,700 individuals. Over $1.7 million annually
could be spent to hire 59 permanent person-
nel to better manage and maintain Austin’s
existing public housing units. Furthermore,
$5.3 million dollars annually would remazin
available to complete critical community de-
velopment projects in the city.

Frimary and Secondary Education:
$17,908,000 in New Funds Per Year

Additional federal support for public
education would allow Ausiin to maintain and
improve its high quality public schools, and
increase the resources needed for schools
serving students with special literacy and
language needs.

Austin could hire 345 new teachers
and 179 additional support staff such as
librarians, teachers’ aides, learning disabli-
ties specialists and maintenance person-
nel. This addition of teachers and other
specialists would allow the city to give
greater attention to students with low
proficiency, which would help reduce the
dropout rate. Nearly $2.7 million dollars would
remain to purchase additional audio-visual
equipment, books and teaching aids, recrea-
tional equipment, computers, and furniture and
fixtures.

Employment and Training: $3,515,000 in
New Funds Per Year

Austin would also receive $3.5 million for
employment and job training programs annu-
ally. This would allow the city to meet the
retraining and job placement needs of work-
ers displaced due to the recent economic
downturn.

About 2,600 additional enrollees could be
added to the city's highly successful Job
Training Partnership programs. Summer
Youth Job Programs, and programs geared
to retraining and placement of older workers
and migrant workers could also be expanded.
City officials said that new federal funding
could expand special job training and place-
ment services to two groups: a special group
of the ex-prisoners falling outside county and
state parole services, and school dropouts with
low literacy skills.

Mazss Transit: $1,460,000 in New Funds
Per Year

The rapid growth experienced by Austin
between 1975 and 1985 overtaxed the city's
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road and highway system, creating problems
of traffic congestion and poor access to busi-
ness and retail centers. The city responded
through a major expansion of its mass transit
system based primarily on buses. More fed-
eral assistance would allow Austin to make
important additions and improvements in its
transit network and continue to increase rid-
ership.

New funding would permit the transit
authority to meet one of its main priorities,
which is the introduction of smaller buses on
residential routes with lower ridership. With
nearly $1.5 million in new funding annually,
transit authorities would be able to purchase
and maintain about 118 small buses. This
would free up large buses to service the major
routes with high passenger loads. thereby
reducing the disruption on narrower neighbor-
hood sireets.

Over $2 million of the total additional
mass transit funding would go toward the
construction and maintenance of bus lanes
and pick-up points, while almost $1.4 million
would be used to purchase a more sophisti-
cated rider information system providing in-
stant access to route and scheduling informa-
tion. The city would also be able to provide

senior citizens with betier access to medical,
recreational and social service facilities.

Public Health: $697,000 in New Funds
Per Year

The City of Austin and Travis County
jointly operate a highly effective public health
service for individuals who cannot gain full
access to private health care. The health
depariment currently oversees 10 clinics
providing a range of health services in the
areas of sexually transmitted diseases, ma-
ternal and child health, and alcohol and drug
abuse. The most immediate needs are for
AIDS treatment and education. The city cur-
rently has 205 confirmed AIDS cases, and
estimates that there are 20,000 H.LV. posi-
tive cases. This explosion has put a severe
stain on public health personnel and budgets.
Additional federal funding would allow the
public health system to cope with this crisis
without reducing its other critical health serv-
ICEes.

The Austin-Travis County area would
receive about $3.5 million between 1986 and
1920. This would enable the department to
hire an additional 12 full-time staff, to expand

Increases from

Urban Programs
Gross Regional
Product + $38,600,000
Personal
Disposable Income  + $22,200,000
Private Fixed
+ $11,600,000

Investment

Table 8
THE EFFECT ON AUSTIN'S GROSS REGIONAL PRODUCT
FROM A SHIFT IN FEDERAL PRIORITIES
Annual Average for 1986-1990
(Measured in 1982 dollars)

Decreases from

Military Cuis Net Impact
- $33,500,000 + $5,100,000
—$16,200,000 + $6,000,000
- $13,700,000 —$2,100,000
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$23 million per year. It is unlikely, however,
that these losses would produce negative
results for Austin because the main source of
the losses in Travis county are due to cuis in
troops levels and operations at Bergstrom Air
Force base.

While Austin's economy undoubtedly
services some of the needs of the base, the

main effect on retail sales would likely occur
atthe base’s PX. The effect on wholesale trade
would be dispersed through the national pro-
curement system, rather than in the immedi-
ate area. Employment losses are largely a
result of troop reductions at Bergstrom, which
would not affect Austin because troop reduc-
tions would not add to the local supply of the

Table 9

TRENTON AND MERCER COUNTY
TRENTON'S NEW FUNDS DUE TO INCREASED SPENDING ON GRANTS-IN-AID

(measured in curent dollars)
ANNUAL !
AVERAGE FIVE YEAR i
1986—1990 TOTAL
Housing and Community Development $6,464,000 $32,320,000
Social Services 278,000 1,389,000
Employment and Training 1,929,000 9,645,000
Mass Transit 1,864,000 9,320,000 i
Education 2,599,000 27,993,000 :
Public Health 391,000 1,953,000 -
TOTAL $16,524,000 $82,620,000 %
(Five Year Totals may refiect discrepancies due 1o rounding.)
Poputation 92,000 (Census estimate for 1987)
Per Capita New Funding $179.61
MERCER COUNTY'S NEW FUNDS FROM
INCREASED SPENDING ON GRANTS-IN-AID
(measured in cument dollars) i
ANNUAL
AVERAGE FIVE YEAR
1986—19390 TOTAL
Housing and Community Development $7,845,000 $39,224.000
Social Services 329,000 1,671,000
Employment and Training 2,050,000 10,249,000
Mass Transit 1,864,000 9,320,000
Education 8,471,000 42,353.000
Public Health 647,000 3,235,000
TOTAL $21,206,000 $106,028,000
(Five Year Totals may reflect discrepancies due to rounding.)
Population 310,000 (Forecast average for 1986-1990)
Per Capita New Funding $68.41




civilian labor force, but instead would be dis-
persed around the nation as these personnel
relocated.

On balance, the analysis indicates that
Austin's economy would probably break even
as a result of increased spending on grants-
in-aid and lower military spending. Austin
would benefit from the improvements in the
quality and volume of public services in
education, health care, employment and
training, urban mass transportation, hous-
ing and social services. Over the longer
run, these improvements would enhance
the quality of life and the investment cli-
mate in Austin and the region.

TRENTON: The Social Benefits
and Economic Impacts

Trenton, an older industrial city of 82,000,
is the state capital of New Jersey. The severe
pressure on the manufacturing sector through-
out the 1980s hindered the growth and devel-
opment of Trenton. Currently, the city’s share
of its population living below the poverty level
is above the national average. The added
burden of federal cutbacks in urban programs
made it more difficult for Trenton to restruc-
ture its economy and improve its public serv-
icss.

Because of these special problems,
Trenton could make impressive gains with this
redirection of federal priorities to meet urban
needs. Table S outlines the additional federal
expenditures going to Trenton under the new
urban agenda. The tangible benefits of greater
public investment in housing, education, mass
transit, and health and social services, would
aid Trenton in retaining and attracting new
businesses, and significantly improve the
prospects of many of its citizens.

Housing and Community Development:
$6,464,000 in New Funds Per Year

Trenton has a severe shortage of ade-
quate low-cost housing, which contributes
to the problem of homelessness. A signifi-
cant number of families are homeless, and
over 10% of the homeless are employed.

Currently, only 25% of the city's homeless and
inadequately housed population is being
served. Waiting time for public housing aver-
ages between 24 and 36 months. Trenton
would gain an additional $32 million in new
funding for housing and community develop-
ment over five years.

This additional expenditure would
mean that 160 additional public housing
units could be constructed over the five-
year period. They could house over 600
individuals who are presently homeless or
in urgent need of decent housing. Over half
of the additional money would go to reha-
bilitate about 1,200 existing public and
private units, which could house 4,000
people. Twenty-four full-time management
and maintenance personnel could be hired to
improve the quality and security of existing
public housing projects. A five-year total of
approximately $3.2 million would remain for
additional housing and community develop-
ment to help revive neighborhoods and small
businesses.

Primary and Secondary Education:
$£5,583,000 in New Funds Per Year

The economic problems and the extent
of poverty affecting Trenton have led to greater
needs for specialized education. The city's
high poverty rate is related to the low levels
of literacy among many of the poor. These
problems can only be effectively attacked with
increased resources going to the public school
system. The increased federal educational
program support put forward in this study was
designed to meet precisely the kinds of needs
seen in cities such as Trenton. The school
system would receive $5.6 million annually in
additional federal support to education, to-
talling about $28 million for the period.

This would allow Trenton to add person-
nel and improve its educational facilities to
tackle its special problems. About $2.2 mil-
lion annually could go to hire 54 new teach-
ers and 36 additional support staff. Over
$1.1 million dollars would be spent to raise
teacher salaries which are below the na-
tional average. Another $1.1 million annually
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would be channelled into new construction in
several of the city’s aged school buildings.
Close to $5.6 million would remain available
over the period to purchase new fumiture and
fixtures, books and teaching aids and audio-
visual equipment. Such purchases would
ensure that the public schools could offer
modern, high quality classrooms.

Employment and Training: $1,929,000 in
New Funds Per Year

The $2 million in city and county programs
would allow about 727 new participants in the
adult JTPA program, and 700 new participants
in the youth program. The increase in job
training and placement services will help to
attract new businesses and transform unem-
ployed workers into income earners. Program
expansions would also link Trenton residents
with job openings in the outlying areas of the
county where job growth has been rapid. In
addition, the Summer Youth Jobs program
could be expanded to help the disadvantaged
inner city youth improve their basic skills and
acquire vocational experience.

Mass Transit: $1,864,000 in New Funds
Per Year

The mass transit system of Trenton and
Mercer county is operated by the State of New
Jersey Transportation Authority (NJT). Bus
and train service within the city as well as
intercity service is managed by NJT. The most
critical transit need for the City of Trenton and
Mercer County, is to increase transit links
between the City of Trenton and suburban and
outlying areas of Mercer County where growth
has been higher. Officials said that im-
proved and additional bus service would
make the development prospects of both
city and county much better. The $9.3
million addition for the period would make
this critical improvement in service pos-
sible.

The Authority would be able to buy 22
additional buses, hire 15 additional drivers,
and provide over $2.3 million for the construc-
tion of new bus routes and pick-up points.
These mass transit additions, by improving the

3

links between the city and outlying areas would
generate new employment and income pos-
sibilities for residents of Trenton, while pro-
viding workers to new firms located in the
county.

Health Care: $391,000 in New Funds Per
Year

Trenton’s public health services have also
been stretched by its high poverty rate and by
cutbacks in federal assistance. Various pub-
lic health services provided by the city include:
prenatal and child health care; treatment of
sexually iransmitted diseases, including AIDS;
alcohol and drug treatment; family planning;
and the treaiment of mental illness. Over
42,000 clients were served by the city's
public health system which reported se-
vere understaffing in several areas. The
city would receive close to $391,000 in
additional annual support, or more than
$1,953,000 over five years. This modest
increase would allow the public health
system to meet very substantial unmet
needs.

Public health officials said that the addi-
tional federal funding would be used to ad-
dress three key problems. First, prenatal and
child health services would be expanded.
Despite recent improvements, Trenton still has
a problem with infant mortality and low birth-
weight babies. Satellite clinics could be set
up to extend outreach, education and serv-
ices to expectant mothers, and to monitor the
hezlth and nutrition of newborns. An extra
3,200 home visits could be made by nursing
and support staff.

Second, the city needs to expand serv-
ices to meet the growing problem of sexually
transmitted diseases. The city had over 3,200
cases of sexually transmitied diseases in
1987, and could expand staff, purchase
medication, and extend treatment hours to
help stop the spread of these diseases.

Third, the health service could hire more
nurses to help the growing number of drug or
alcohol dependent mothers through treatment
and family intervention. A single nurse man-
aged treatment for 510 such cases last year.



The additional staff would reduce this burden
and bring more of these cases under freat-
ment. Beyond these three problem areas, the
added federal support would allow for needed
expansions in the childhood immunization and
family planning services.

Social Services: $278,000 in New Funds
Per Year

Good day care is among the many so-
cial services which Trenton needs. Having it
available would allow more people from low-
income families to take jobs and begin eamn-
ing wages. Early childhood development
programs are essential for children to enter
school with good basic skills. These pivotal
services would be expanded and improved,
since the city would receive over $1.4 million
cumulatively for more social services.

These added outlays would provide 200
additional day care slots and enroll 75 chil-
dren in full-day Head Start programs. Waiting
lists are long for both programs. Recreational
programs for youth could be extended to 200
children and young adults, helping to involve
them in team sports and other activities rather
than gangs and crime.

The additional money would allow for a
considerable expansion in food and nutrition

and home care services for seniors. Over 500
additional senior citizens could receive meals
and homemaking assistance.

TRENTON: The Economic Impacts

As a result of this shift in federal priori-
ties, Trenton shows slight net gains in Gross
Regional Product, income, investment and
employment. Together with the improvements
in the social and physical infrastructure, these
economic gains are a significant collateral
benefit. Within the broader context of Mercer
County as a whole, Trenton still enjoys either
a slight net economic gain, or breaks even.

The city realizes a net average annual
gain in its Gross Regional Product of %2 4
million. As Table 10 shows, the economic
gains from public investments consistently
more than offset the reductions in GRP due
to military cutbacks. Both personal disposable
income and private fixed investment show
slight net gains. It should be emphasized that
the net change in private fixed invesiment
indicates only the secondary (or induced)
effects from higher spending on grants-in-aid
programs. It does not reflect the net effect on
public fixed investment in public housing, mass
transit facilities and public improvements,
which amounts to $5 million each year.

Gross Regional

Investment

Table 10
THE EFFECT ON TRENTON'S GROSS REGIONAL PRODUCT
EROM A SHIFT IN FEDERAL PRIORITIES
Annual Average for 1986-1990
{Measured in 1982 Dollars)

Increases from
Urban Programs

Product + $8,600,000
Personal
Disposable Income + 54,800,000
Private Fixed 5

+5% 628,000

Decreases from

Military Cuts Net Impact
|

—$6,200,000 + $2,400,000

— $3,500,000 +$1,300,000

—$ 516,000 - +$ 112,000

32

Sedes ot Tt s ——



uoneibiwun pue yimosb uonendod pidey

Jea) J1ad spund mep ul uoljnu
g'z$ :uoneonp3 Aiepuosss pue Llewud

‘Aunog sBurip i swelb
-oid Buisnoy pue juswdojeasp Apunwiwod
Jsylo 0} pajoanp &q pinom Jeak 1ad uonpw
g2¢ uey) uopy Buisnoy swoour-mo) Buns:
-X@ JO UONIpUO 3y} pue uojesado sy} anocidun
0} sgol soueusjuEW pue juswabeuew mau
G/ 1 dn uado osje pjnom sainupuadxa Buisnoy
maN "wajgord ssausssjpwoy suocbar sy
12sw djsy pjnom sjuawaaoidwi pue suoppe
SS3UL "SHUn palEliqeYSl Ul pesSnoy 8q pinod
ajdoad 000’9 pue Buisnoy 21gnd mau uiglgo
0} 2iq2 2Q pinom S{enpialpul 000°2 JBAQ

"spun 3ajeaud pue 2iqnd Bunsixe 00L'y
Apeau jo uonenpgeyas sy} pue ‘Alunod ay) ui
Buisnoy ongnd jo sjiun [eucIppE 00S JSAO JO
UDIINISU0D 3Y] JO} MOJJE PINoMm sainppuadxa
[EUOIIpDE 39Say] °SalISSa0au JISBq JAYI0
Anq o} waip smojje Jey) soud e Je aoceds Buiay
1U228p B uIBjgO O} SPIOYaSNOY SWODUI-MO)
s5,/1uncd ay) vo ainssaid sy} aaaijel djay pinom
spnpubw sy 10 Buipun) paseasou]

‘pouad sy} JSA0 Ui
8£2% 1sowre |enba pjnom ease Ajunon) abueip
-au] ay) 0) Buiob Buipun) Juswdojaasp Auu
-Nwiwod pue Buisnoy [e1epa) jeuonippe sy
Jua) uo awodul 11dY] JO °%0S 0} dn puads o)
Pa210} U0 2J. oYM "SSLUOIUI MO| YIIM Salje)
wouy Buisnoy 21gnd 1o} pueluap sy} pasealdul
aney ease ayl w suas Buiseanu) ‘senpia
-ipul 000’9 PuE 000’y USaMISq 1B PajBWNSS
usag sey Auno) sbueiQ jo uonejndod ssai
-awoy ay) -Buisnoy s|qepioye Juadep ueiqo
0} sawe; swooul-mo] s,uoibas ay) 1o Yyno
-iyip Apwainxe p Bupjew “Joypoulys o) ssoud
Buisnoy pue sjuas pasned sey ease Aunon
sbueip-auiv) 8y Jo ymosb pides ayp

1234 184 SpuUn4 maN ul 000°c9zs
Sjuswdojanag Apunwwoy pue Buisnoy

"pasu ul
SS0U1 0] S2JIAJSS [BID0S DUE YIjESY DUSIXD 0]
pue “Buisnoy swooul-moj jo Alddns sy “waishs
uoneLodsuBl] PauBpINGIaA0 S Ul Slusw
-1S8AUI DBP3AU YONW SYBLW 0} BaJB aUl MOjE

i Asuow reuonippe Jo uonosiul sy ~Auno)
ebueiQ pue auin) o} Bujob Buipuads [eiepay
[EUOIIPDE JO 8Jeys 8y} SMOYS L1 ajgel

Ylzay ‘Buisnoy }S00-MmO| pssu oym susznio
j0 Jaquinu juedyubis ® passediq sey uois
-uedxa onwouoda s,ucibas ay) “Jsaoalopy “Bu
-SNoY 1S00-mo] pue uoijelodsuel] Ajenadsa
‘aunponuseyus jedsAyd s,uoiba: ayj vo uens
a13A8s e Ind aaey eale fluno) sbusig-auin)
a1 ul ymosb uonejndod pue uswdojaasp Jo
saje) ybiy flpwaxa ay) “Janamoy “sweiboxd
weib vequn ay) jo Auew u Qunon abueip
pue auwg| jo uonedidiued epded sad moj
syl uiejdxa awoou) pjoyasnoy abeiaae aaoqe
ue pue ywmoib oiwouoss jo saiel ybiy

“podue
[euonewajul Ajunog abueiQ aul pue “su) 1B
BILIOHED JO ANSiaaiun ayl St Ao au} Jo Jobia
anuouoda ay) o) Buippy “ease fjunon sburip
auyl jo s10p09s a0mas pue ABojouyosl-ybiy
ayl w ymoib pides jo smauaq ay) palolus
sey Ao Juenpye Ajaainejss syl “BiusopED
wayinog vl Awwnos abueip Bumoib Apides
U1 paledo] ‘000’88 J0 AuD B Si ‘au)

joedw) 91wou023
pue s}ijauag |eloos ayl :INJAHI

"S80IBS yleay pue B
-05 pue ‘sweiboid Buiues pue uswhodws
‘wsues) ssew ‘Guisnoy oygnd ‘uonesnps
ul suawaaocxdw au jo fuenb pue Ayenb
a w spuswaacsdun syYj Jo SUWIS) U1 paInNsesl
ag pinom sabueyo Adijod esay) jo jpoedun
|22l 8yl 'SSO|9YISUON "SIOJEJIpuUl JILOU0Jd
sof2w 2y} Ul UBAS SHESIQ LOJUBL] ‘|[BIBAD

‘Puuosiad wswpedag ssusEeQ
paULIOHUN-UOU PUE PalLIOJun JO] SB [jlaMm
se ‘uoionpoud spoob ajgeinp-uou pue s|geinp
yioq u Apybis saseasdsap juswhojdwy Jusw
-waaob [E00] pue 3)BlS puB ‘S3dJIAISS ‘epEl]
2jes3loym pue jiejal "aoueuly ‘uonepodsuel
‘uononisuoo ul saseasoul uswlodwg Jusw
-Aojdwsa jo uomsodwoo syl ul sbueys e si109)
-}2 Jueuodwi asow 3y -1eak sad sgol g Ajuo
$3s0] Auno7) JS2Japy JO 1551 3yl ajium “12ak sad
sqgol 66 suieb uojual] ‘ebesaae uQ -aapsod
Ing |lews sJe sabueyd Juswiodws 18N



has placed a burden on the school systems
of Irvine and Orange County. The additional
federal support for education would allow

Ivine and other cities in Orange County to
meet the demands of a growing student popu-
lation, particularly those in less affluent school

Table 11

IRVINE AND ORANGE COUNTY

IRVINE'S NEW FUNDS DUE TO INCREASED SPENDING
ON GRANTS-IN-AID
(measured in current dollars)

ANMNUAL

AVERAGE FIVE YEAR

1986-1990 TOTAL
Housing and Community Development $ 263,000 $1,314,000
Social Services 0 0
Employment and Training 81,000 457,000
Mass Transit 465,000 2,326,000
Education 2,790,000 13,950,000
Public Health 2,524,000 12,620,000
TOTAL $6,133,000 $30,670,000

(Five Year Totals may reflect discrepancies due to rounding.)

Population 88,000 (Census estimate for 1987)

Per Capita New Funding $69.69

ORANGE COUNTY'S NEW FUNDS FROM INCREASED SPENDING ON

GRANTS-IN-AID

(measured in current dollars)

ANNUAL

AVERAGE FIVE YEAR

1986—1990 TOTAL
Housing and Community Development $47,528,000 $237,640,000
Social Services 15,368,000 76,839,000
Employment and Training 5,736,000 28,682,000
Mass Transit 19,804,000 92,019,000
Education 36,104,000 180,522,000
Public Health 17,521,000 87,607,000
TOTAL $142,061,000 $710,306,000

(Five Year Totals may reflect discrepancies due to rounding.)
Population 2,252,000 (forecast estimate 1986—1990)

Per Capita New Funds $63.08




districts. The City of Irvine would get a five-
year increase of about $14 million. Other
school districts in Orange County would gain
over $36 million annually, or a total of more
than $180 million over the five years.

Sixty new teachers and instructional staff
could be hired for Irvine where the current
student-teacher ratio is above the national
average. The new instructors would lower
Irvine’s student-teacher ratio from 222 to
20.9. The addition of 40 full-time support staff
would also be possible. School districts
throughout Orange County would be able to
hire teachers and other staff, as well as pur-
chase books, computers and other educational
equipment.

Employment and Training: $91,000 in
New Funds Per Year

For job training and placement, Irvine
would only receive an additional $91,000 per
year. However, Orange County would receive
$5.7 miillion annually under the new federal
priorities, totaling well over $28 million for the
period. This increase would make it possible
to match the training and placement of unem-
ployed workers with employers’ rapidly grow-
ing demands for particular occupations. Over
4,600 additional workers annually could be
trained through expansions of Orange
County's JTPA adult, youth and senior pro-
grams, as well as the Displaced Workers and
Migrant Workers programs.

Mass Transit: $465,000 in New Funds Per
Year

The transportation problems of Irvine,
Orange County and the entire Southern
California area are among the worst in the
nation. This heavily populated region is
almost completely dependent on the auto-
mobile, and problems of congestion and
air pollution are at the crisis point. Unless
immediate solutions are found, transpor-
tation deficiencies threaten to throttie the
area’'s dynamic development.

New federal funding for mass transit
would provide Irvine with $465,000 annually,
and Orange County would receive close to $20

million annually, amounting to nearly $100
million over the period. This badly needed
mass transit support would allow Irvine io
extend the services of its Multi-Modal Trans-
portation Center. This facility is currently under
construction and will eventually provide a
terminus for bus, rail, and car pool transit. It
will add to the convenience and efficiency of
the city's mass transit alternatives. The fund-
ing would also allow the city to expand its park-
and-ride lots which are a major incentive for
using the existing bus service. It would also
make possible the acquisition of vehicles to
transport the elderly and handicapped.

For the county, the infusion of federal
mass transit assistance would help the Orange
County Transit District (OCTD) to complete
its long term capital plan. With mass transit
ridership expanding quite rapidly, the capital
plan aims to rapidly increase service by at-
tracting new riders. In concrete terms, the
county could purchase 115 buses and chan-
nel nearly $27 million dollars into the construc-
tion of freeway transit lanes for buses. Com-
puter and communication equipment could
also be purchased, which would aliow for
improved management of the system. The
OCTD would be able to hire 440 drivers, as
well as management and maintenance per-
sonnel to staff the expanding system.

By contributing to the mass transit
initiatives of Irvine and Orange County, a
revived federal effort in mass transit de-
velopment would help defuse the transpor-
tation crisis in Southern California. This is
a problem which currently affects a large
population across hundreds of local juris-
dictions, underscoring the need for a
greater federal role in mass transit.

Health Care: $2,524,000 in New Funds
Per Year

Public health activities affecting Irvine are
under the jurisdiction of the county. Orange
County would receive an annual average
increase of $17.5 million for Public Health
Block Grants. Of this total, $2.5 million annu-
ally would go to institutions in the City of Irv-
ine. Much of the new funding would go to the
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with the problem of family violence could be
expanded.

IRVINE: The Economic Impacts

Irvine is a rapidly growing high-tech city
located in Orange County, California, one of
the most militarily dependent regional econo-
mies in the nation. The City of Irvine shows a
very slight average net loss in employment of
72 jobs per year, and a slight loss in personal
income and overall economic activity as a
result of this policy change.

As Table 12 shows, Irvine's Gross Re-
gional Product declines by an average of $6.3
million per year, personal disposable income
falls by $2.1 million per year, and private fixed
investment by $1.9 million. As noted before,
the private fixed investment figures do not
reflect the effects of net public investment on
public infrastructural improvements.

In examining these economic impacts on
Irvine, one should pay particular attention to
the policy’s effect on Orange County as whole,
because Irvine is relatively small and is de-
pendent on the county’s economy. Indeed, the
overall impact on Irvine's economy will actu-
ally be greater than these figures suggest,
because the negative economic repercussions
of these policies on the rest of Orange County
may feed back into Irving’s local economy.

Orange County, an economy with both
substantial military contracts and large mili-
tary bases, shows an annual average net loss
in Gross Regional Product of $272 million. The
net loss is attributable to a decline in GRP of
$387 million from reductions in military con-
tracts and personnel, which is only parily off-
set by 2 $115 million increase in GRP from
additional grants-in-aid. Most of these losses
occur principally because of cutbacks in mili-
tary contracts in defense electronics and
aerospace, which in turn lead to reductions in
subcontracts in other industries and services.

Met employment losses average 6,920
jobs per year, and are distributed throughout
the Orange County economy. The reduction
in employment, however, primarily affects the
defense electronics and aerospace industries,
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and certain key business and professional
services in consulting and research and de-
velopment. These reductions in employment
and industry demand then ripple out into the
local economy and lead to lay-offs in other
sectors. These secondary or induced job
losses, however, are relatively small. How-
ever, because the Orange County economy
is so large, the net job losses do not cause
very large increases in the overall unemploy-
ment rate, which rises six-tenths of one per-
cent in 1986 and 1987.

Troop reductions account for the balance
of the employment losses, but the impact of
these losses on the county's unemployment
rate would likely be minimal since they would
be dispersed across the nation as the troops
were relocated.

The net economic losses highlight the
need to think about economic conversion
planning for militarily dependent regions
which may experience downturns in mili-
fary contracting. Economic conversion
planning could minimize the impact of such
a cutback in military spending, especially
if the key industries were targeted for
programs to develop new civilian products,
new industrial production technigues, and
civilian-oriented research and develop-
ment.

Alternative use planning would allow the
orderly transition of capital, labor and scien-
tific resources from military to civilian produc-
tion, thus preventing the idle production ca-
pacity and layoffs of engineers, scientists and
production workers so typical of past down-
turns in the Southern California defense in-
dustry.

Employment data from this study indicate
that a carefully targeted program of alterna-
tive use planning and the reorientation of the
engineering, scientific and production skills in
aerospace, defense electronics and key re-
search and development sectors, could sig-
nificantly offset declines in military employ-
ment. Advance planning in these key indus-
tries would thereby preempt the secondary
employment losses, as there would not be the
shutdowns and lay-offs.



Indeed, the federal grants-in-aid for
demonstration and research projects in
employment and training could conceiva-
bly be targeted for alternative use planning
and the redeployment of the labor force in
these industries. For alternative use plan-
ning to be successful, however, it must be
done before the contracts are completed
so that a blueprint is in place for the tran-
sition to civilian production.

In summary, the impacts on Qrange
County and Irvine are relatively small when
compared to the size of the local economy and
workforce, and these negative effects can be
minimized by advance planning. Moreover,
QOrange County and Irvine benefit from the
tangible improvements in the quality of life
through increased public goods and services
in urban mass transportation, public health
care, low-income housing, employment and
training, infrastructural improvements and
social services.

What the City Case Studies Reveal

The case studies show how substantially
different city and county economies would
respond to a change of this magnitude in the
composition of federal spending priorities.
However, the results for these cities do not
represent a statistically significant sample of
how the nation's cities would fare under this
$30 billion change in federal budget priorities.
it is the national results which provide the
proper context in which to view the overall
impact on the nation’s economy. Both the
national and case study results, however,
provide critical information for thinking about
how the nation’s budget priorities could be
reordered, and what the national and regional
effects would be.

On balance, the results show that our
nation and our cities would directly bene-
fit from a much needed increase in spend-
ing for our local city services, which after
all, provide the most immediate and tan-
gible contribution to our citizens’ well
being and security. Local elected officials
should find this study a useful contribu-
tion to the new debate over how to rebuild
our local and national economies.

CONCLUSION

This study shows that a $30 billion shift
of federal budget priorities from the military to
urban grants-in-aid provides a viable means
of meeting the growing social needs of our
cities, while generating the additional collat-
eral benefits of higher economic growth and
more jobs.

Even after such a transfer were made,
the nation's military budget would still be
permitted an average annual real spending
increase of $41 billion over 1881 levels afier
inflation.

The national resulis of this study demon-
strate that this new funding could provide direct
assistance to cities of the scale and scope
necessary to address many of their most
pressing problems. The initiation of this pol-
icy would generate more employment, income,
output, and investment than do our current
budget priorities.

The city studies of Chicago, Austin, Tren-
ton and Irvine demonstrate that this spending
shift could make a sustained contribution to a
higher quality of life. It could mean that the
cities’ children are better educated, the public
health system improved, the elderly receive
better care, and more housing is provided for
the poor.

As these long-run investments bear
fruit, the nation’s citizens would become
more productive, its industries more
competitive, and the quality of life im-
proved for the millions of Americans who
live the nation’s cities.
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APPENDIX A

Resolution No. 5

National Priorities Mayor Larry Agran

Ll

Irvine

WHEREAS, the Administration and the Congress have cut $20 billion from key urban programs
over the last ten years™, representing an 80 percent reduction in real terms, in such cuts
including outright elimination of the general revenue sharing program, major reductions
in Community Development Block Grants, economic development programs,
wastewater treatment, public transportation assistance and job training activities; and

WHEREAS, military spending continues to escalate, with the Administration proposing new
budget authority of $312 billion for defense in FY88, a rise of $200 billion over the FY77
level, with a sizable proportion of this increase dedicated to research and development
of new weapon systems; and

WHEREAS, the Administration proposed new budget authority of $1 trillion for mllrlary programs
over the next three years, FY88-90; and

WHEREAS, social programs which serve our poorest and most vulnerable citizens have been
cutdrastically over the lastfew years, including most assisted housing efforts, education
aid, food stamps, child nutrition, Medicaid, Medicare and other health programs, social
services, legal services, Aid For Families with Dependent Children, child support
programs, and refugee services; and

WHEREAS, military spending creates fewer jobs per billion dollars of spending than do urban
programs; and

WHEREAS, if military spending were reduced and social and infrastructure spending increased,
the result would be a net increase in jobs,

NOW, THEREFORE, BE IT RESOLVED that the U.S. Conference of Mayors calls upon the
Congress and the Administration to redress the imbalance between military spending
and important domestic spending, consistent with national security; and

BE IT FURTHER RESOLVED that the U.S. Conference of Mayors calls upon the Congress
and the Administration fo ensure that reduced military spending is accompanied by
special assistance to those communities with militarily-dependent economies; and

BE IT FURTHER RESOLVED that the U.S. Conference of Mayors pledges its own
examination of the economic and employment impacts, including the impacton
individual cities if national priorities are realigned to increase spending on urban
programs and decrease spending for military purposes.

*This calculation is based on a comparison of the changes in the levels of Budget Authority for these programs in FY 1978 versus fhe
Administration’s proposed Budget Authorily in FY 1988, These figures are in curment dollars. See The Federa! Budget and the Cisies,
by The ULS. Conference of Mayors, January 1587, page v.



APPENDIX B
FEDERAL GRANTS TO AID CITIES
FUNCTIONAL CATEGORY ASSISTANCETYPE  RECIPIENT
From: Code of Federal Domestic Assistance {A) = Formula Grants  [State/Local]
(December, 1987 Listing) (B) = Project Grants

{C) = Direct Payments (Specified Usa)
(D) = Direct Payments (Unrestricted Use)

AGENCY
SUBAGENCY
Code of Federal Domestic Assistance Number & Program Descripfion

TRANSPORTATION

DEPARTMENT OF TRANSPORTATION

URBAN MASS TRANSIT ADMINISTRATION

20.500 Urban Mass Transit Capital Improvement Grants
20.503 Urban Mass Transit Managerial & Training Grants
20.505 Urban Mass Transit Technical Studies Grants
20.507 Urban Mass Transit Capital & Operating Assistance
20.511 Human Resource Program

20.512 Urban Mass Transit Technical Assisiance

Om>mmd

EDUCATION

DEPARTMENT OF EDUCATION (Inciudes Orily Elementary, Secondary & Vocational Ed.)

B84.002 Adult Education — State Administered Programs
84.003 Bilingual Education B,
84.004 Civil Rights Technical Assistance & Training

84 009 Education of Handicapped Children in State Schools

£4.010 Educationally Deprived Children — Local Agencies

84 011 Migrant Education — Basic State Formula Grant

B£ 012 Educationally Deprived Children — State Admin.

£4.013 Neglected & Definguent Children

84.014 Follow Through

£84.023 Handicapped — Innovation & Development

84.024 Handicapped Early Childhood Education

8£.026 Handicapped Media Servites & Captioned Films B
B4 027 Handicapped — State Grants

£4.028 Handicapped Regional Resource & Federal Centers

84.029 Handicapped Education — Special Ed. Personnel Dev.

£4.040 Impact Aid — Construction

B4 041 Impact Aid - Maintenance & Operation

84.042 Student Support Services

84.044 Talent Search

B£.047 Upward Bound

£4.048 Vocational Education - Basic Grants o States

£4.051 National Vocational Education Research

£4.053 Vocational Education State Councils

84.066 Educational Opportunity Centers

84.069 Grants to States for State Student incentives
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13.793 Community Services Block Grants - Discretionary C s
13.795 Community Services Block Granis - Discretionany/
Community Food and Nutrition ALC S

PUBLIC HEALTH

DEPARTMENT OF HEALTH AND HUMAN SERVICES
PUBLIC HEALTH SERVICE

13.110 Maternal & Child Health Consolidated Programs B =
12.116TuberculosisControlPrograms B L
13.118 AIDS Activity B SiL
13.125 Mental Health Planning & Demonstration Projects B S
13.141 Alcohol & Drug Abuse Treatment Block Grant B S
13217 Family Planning Services B S
13.224 Community Health Centers B SiL
13.226 Health Services Research & Development Grants B S
13.242 Mental Health Research B SL
13.260 Family Planning Personnel Training B =T 8
13.262 Occupational Health & Safety Hesearch B S
13263 Occupational Health & Safety Training B S
13.268 Childhood Immunization Grants B SiL
13273 Alcohol Research Programs B SiL
13.279 Drug Abuse Research Programs B SiL
13.824 Area Health Education Centers B SiL
13.888 Home Health Service & Training B SIL
13.821 Alcohol Research Center Grants B SiL
13.977 Preventive Health Services, Sexually

Transmitted Disease Control B SiL
13.878 Preventive Health Services, Demonstration & Public

Information and Education B S
13.291 Preventive Health & Health Services Block Grants A s
13.882 Alcohol, Drug Abuse & Mental Health Block Grants A S
13.994 Maternal & Child Health Services Block Grants A 5
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