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LETTERS OF TRANSMITTAL

MARCIE 16, 1982.

To the Members of the Joint Economic Committee;
Transmitted herew ith for the use of the members of the Joint Eco-

nomic Committee and other Membets of the Conn
P'Tess

is a study en-
ttled -The Impaet of Demographic Changes on Social Programs"

This study was conducted by the Congressional Research Service
under the direction of William Robinson, Senior Specialist in Social
Welfare. It. contains a series of papers by senior analysts at CRS, as
well as senior researchers from the Congressional Budget Officel the
Urban Institute, the RA.ND Corporation, and the Pniversity of Wis-
consin.

The study pros ides an overview of demographic trends and methods
for analyzing their effects on the Federal budget and specific areas of
public policy. Individual papers discuss the effects on entitlement pro-
grams, central city finances, regional growth and decline, education
and manpower, housing and community development, and health care.

The views expressed in this study are those of the authors and do not
necessarily reflect the views of the Joint Economic Committee or any
of its members.

Sincerely,
HENRY S. REUSS,

Chairman, Joint Economic Committee.

MAI= 9, 1982.
1[011. HENRY S. REUSS,
Chairman,Joint Economk Committee,
Congress of the United States,Washington,D.O.

DEAR Mn. CnAnimAx : Transmitted herewith is a study entitled
"The Impact of Demographic Changes on Social Programs."

The study was coordinated and edited by Mary Eccles of the com-
mittee staff.

The committee wishes to express its appreciation to the Congres-
sional Research Service, Ns ith special thanks to project director Wil-
liam Robinson and the authors of the papers for their valuable eon
tributions to this volume. 7."Sincerely,

,TA.Ains K. GAilinArrn,
Eaventice Director, Joint Economic Committee.
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lion. HENRY S. REUSS,
Chairman; Joint Economic Committee,
Congress of the United States, W ashington, D.C.

DEAR MR. CHAIRMAN : I am pleased to transmit a study entitled"The
Impact of Demographic Changes on Social Programs" which your
connnittee requested. The study con%ists of several papeis authored pri-
marily by senior analysts at the Congressional Research Service, and
supplemented by senior researchers at the Congressional Budget Office,

as well as private academic institutions. The project was coordinated
by William Robinson, Senior Specialist in Social Welfare at CRS.

We share your interest in lengthening the time horizon for conside'r
mg public policy in the United States, and welcome the opportunity
to contribute to the dialogue about where we might be going as a Na-
tion in the coming decades. In this spirit, the papers are short amid writ-
ten in nonteeluncal terms to keep the potential uudienee as wide as pos-
sible. They use the relatively solid base of projected population changes
in the (ountry to conjecture about the possible changes that may occur
in programs designed to serve people and their needs.

The study begins with an overview of demographic changes (au-
thored by Denms Little of CRS), moves to different ways of assessing
the impact of demographic changes on programs (Robinson of (1RS,
and Paul Ginsburg of the Congressional Budget Office), analyzes the
regional dimensions of population change (Peter Morrison of the
RAND Corporatiou)including the impact on housing and commu-
nity development (Morton Schussheim of CRS) and on central cities
(Robert Reischauer, formerly of CB() and now at the Urban Insti-
tute); and concludes with papers on laboi policy (Everett Kassa low,
formerly of CRS, now at. the University of Wisconsin) , eduation (K.
Forbis Jordan of CRS), income maintenance programs (P. Royal
Shipp, CRS), and health policy (Glenn R. Markus, CRS).

1 Would like to express my appreciation to those outside CRS who
contlibuted to the project. as well as to onr own CRS analysts. I hope
you find the volume useful.

Sincerely,

DECEMBER 4, 1981.

-

,

G mitairr
Pirector,Congress;onal Re$earch &reice,

Libmry of Comprms.
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FOREWORD

By Chairman Henry S. Reuss

This volume, compiled for tic,: Joint Economic Committee by the
( ongrcssional.Researc 11 Service, explores the social policy implications
of demographic trends, it dischsses the major determinants of popula-
tion patternssuch factors as birth rates, household composition,
mobility, and longevityand shows how these forces will influence
a variety of social needs.

Programs e hose bejlefits are distributed to individuals will be
strongly affected by trends e Melt cause the size of the target popula-
t ion to change. For example,ilespite declining birth rates for the coun-
t y as a whole, higher birth rates among poor families including in-
creasing numbers of biltlk. by teenagem, will contribute to rising
welfare costs. Another jactor affecting the size and location of the
poverty population, the c,ntinued growth of female-headed house-
holds, n ill put similar peess»re on income support programs and
fint her strains on financially hard-pressed central cities.

Tlie con% orgence of sei CIAi demographic forces lowered birth rates,
increased lifeexpectency , and the aging of the post-war baby boom
generationsis producing a marked shift in the age characteristics
of the population. These demographic deN eloi,?ments are the principal

oson for fat ure financhil strains on the Social Security system: the
rehitiN ely greater nunibirs of elderly beneficiaries and reduced num-
bers of working age contributors Will cause major imbalances after
the turn of the century, when the baby boom cohorts reach retirement
age. Such problems are quite separate from the temporary shortfalls
in the Soeial Security ti est funds tlmt result from current economic
conditions. In fact, if the economy recovers from excessively high in-
flation and mwmployment, demographic patterns suggest that the
system w ill be in good suape for at leas dmide, while the baby boom
bulge is in its peak earning years. Thus, the demographic arithmetic
points up the need to dttelop solutions to long-range problems, which
will require some lead time to hnplement, but provides no basis for
precipitous changes in either Social Security taxes or benefits.

Generally, a better understanding of demographic forces should
help policy-makers to anticipate future needs for services with greater
aceuracy.JA fter t decades of steady increases in the labor part ieipa-
t ion of women, for example, the country must begin to.dea I with the
growing demand for child care facilities. Present ly, publicly supported
day care programs accommodate only a fraction of the pre-school
children whose mothers work; between 1980 mid 198:i, that number
will double, from 0 to 12 million. Continued failure to recognize this
need will, in addition t o limiting the w ork options of women in general,
keep millions of single-parent families in poverty and dependence on
wel fare.

(V)



VI

In other policy areas, the changes in the age i!omposition of the
poindation ts ill affect the needs for health services, particularly for
facilities and manpower to pro% ide relatively longternt care of the
elderly. At the othei end of the age scale, a relatively smaller popula-
tion iiil l exist in the ago groups typically served by educational in-
stitutions, hlt hough the ',ovulation with 'special needs"such as Eng-
lish language instruction. compensatory education for Ow disadvan-
taged, or adult retrainingmill probably increase.

Regional !nip ation ',internsparticularly shifts of population to
the Sunbelt and from metropolitan areas to smaller communities--
also require major polio adjustments, to overeonte the problenis of
gun th or shrinkwe Out migrat ions genendly leave an area with a
tI is 1101 ,t,it ioiia t t.l nil ti ti erished and dependent population, and re-
dnced financial ability , due to an ermled tax base aml likely declines in
Federal aid, to pro% ide for such needs. The growth areas, in contrast,
often hick the ph)sica I in Nast met are and public services needed to
acconunedate an orderly expansion.

J.
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A. INTRODUCTION AND OVERVIEW

INTRODUCTION

By William 'Robinson*

Crises focus attention. The energy "crisis" caused us to nsk why we
as a nation did not foresee the tune when oil supplies would,become
scarce relative to demand, and adopt policies years ago that would
have beeR lesss painful than those we now face. Concern about social
security financing has developed rather abruptly, is serious nom, and
will become even more acute beginnhig about the period 2020-2030.

These crises, though vastly different in nature, share at least one
common element. They both illustrate the need for greater recogni-
tion of the time dimension of public pohey. It is no longer eriough to
resolve current problems, or problems that loom for one or two years
in the future. Many of our most difficult problems, if they are to be
tilactable at all, must be addressed in a long-range setting. This is
e4tainly the case with social security, where we must address both
an immediate financing crisis while also beginning to move on even
more serious problems that will develop in the next 40 or 50 years.

Trying to formulate public policy in the context of today's shaky
economy, stringent budget, and shifting political currents is tricky
business. Adding the time limenson makes an already difficult task
seem oven more, pioblematic. Yet, the energy and social security ex-
amples make it clear that some problems require a longer time dimen-
sion to be addressed adequately. This requirement to look into the
future doesn't. necessarily mean a return to soothsayers or haruspex
(those intrepid early futurists who saw the future in the entrails of
animals). There am some forces acting on society that are more pre-
dictable and studied so scientifically that it would be foolish to over-
look their future consequences. One of the most solid bases for a look
into the future is demographythe study of population changes. -

Demographic changes have received increasing attention over the
last decade. Most members of Congress and congrasional staff are
aware of one or all of the following.dembgraphic trends: birthrates
are down; the population is aging; single-headed households are up;
the number of working mothers is increasing; and people are moving
from the snowbelt to the sunbelt. These trends and other interactions
are the determinants of the size, composition, and location of the
population of theUnited States.

Following its own extensive investigation of long term trends in
10 public policy areas, the Joint Economic Committee requested the
Congressional Research Service (CRS) to explore the impact. of de-
mography on social programs. We have begun with a series of short

Senior Speclalistjn Social Welfse, Congressional Research SersIce.

(1)
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papers designed to explore the possible future implications of de-
mographic changes on human resource programs. 'The collectiofi re
fleets a desire to mach a wide audience, presenting the material in
almost cmwersational terms, with a milnmum of footnotes or technical
language. Numbers are kept to It minhnum, but, where they are used,
reflect 1980 censtis data.

The opening paper by Dennis Little of CRS povides a detailed
overview of the demographic changes that have takeo place in the ni
tion during the last decade w ith some projections as to wltpt we might
expect during the 1980s. Peter Mot rison (of the RAND Corporation)
provides a more in-depth analysis of regional migration trends. The
papers IA Robinson (CRS) and Pa al (iinsburg (Cangressional Budg
et Office ) try to pro% ide anal3 t lea I fnnneu orks for translating demo
graphic elmnges anto program and Ina !get impacts. Eerett kas.selow
( formtrly at CRS, now at the Cni% ersity of In,consin) focnses on the

t of deMographic changes on the /abor market. Robert Reis-
elm ner ( formerly Deputy Director at ('BO, now Senior Vice President
of t he rrhan Institnte) assesses t he effects of denlogra.phy on the cen-
tral city ; while Morton Selmssheim (CRS) traces the impart on hons
ing and community de% elopment. The last three papers in the serie.
take a close Imit at. the dentograpllic impacts on t hree human resource
polio atcnas. Forbis Jordan (('RS) examines education issaes; Royal
Shipp (CRS) explores t I w close tie bet ween deinomphic changes and

eral income maintenance programs; and Glenn Markus (CRS)
ltht t ith ho me provocative thonghts on healt h polio in tlw future.
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OVERVIEW OF DEMOGRAPHIC TRENDS

By Dennis L. Little* **

X. INTIMUCTION
,0%er the.past uceade or two /inr nation has experienced significant

demograpine changes which raise important human resource issues for
the 1980s am! beyond. The highlights include:
--For 11 st raight ears (1954 -1969, during the baby boom. births in

the 'United States exceeded foir million.
--Birthrates have remained below natund replacement rates billet'

1972 ;
rent ride is 1.88 births per of childbearing age while

the feplacement rate is 2.1.
With a declining birth rate, immigration (!egal and illegal) plays a

rt eat role in structuring tho ethnicity, culture, and value of Our
society;

the emphasis _in immigration patterns to the Vnited States has
shifted from Western- Europe to Latin America and Asia.

oignificant increase in the number of "kids with kids" (teenage
pregnancies).

An increasing proportion of the population over GO and this pro-
portion is expected to continue to increase;

median age has moved over 30.
Clnuiges in fatuity structure, composition, and life style;

later marriages and fewer children,
a higher divorce rate and a sharp rise in one-parent families.
by 1990 two-thirds of all households may be without children.

--A. continual inerease ill the inunber of NVOIIICH entering the work
force (nntiu)y married women) ;

from 1947 to 1918 female participation in the labor force in-
creased by 15 million, or from 32 percent to 50 percent of the
female copulation age 16 and over, and

-front 1919 to 1990 an additional 11 million increase is forecast.
-A concentration of central city outinigration among yonng
in the $15,(t00-25,000 income range.
-Gains in population in the Sunbelt '? central cities (primarily due to
annexation) but. a decline in some cities with populations of one
million or more. -

-Northeastern and North Central central cities losing population,
with the metropolitan areas, kikgeneral, showing inrreases:

a slight increase in the (141.01 rate of interregional migration:
spochillia In Futures itesearch ni PopulntIon l'olky. Selene! Polley Roworeli blvIAInn
$1,V1th enntelhntIons trim Eugene P. Loyd, Analyst In Amerkau Natlunnl llut,trninent.

Comment Alehlon.
(3)

lj
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a' reversal in the traditional black outmigration from the
South; and

rural areas outpacing cities in rates of poohltion growth..
In the sections which follow smile of these trends mid highlights of

a few of their human resource policy implications are described.
(Peter Morrison's paper deals with regional and rural migration
trends and Robert Reischnuer's paper highlights central city demo-
graphic trends.)

II. Somn Gnxfami. l'oeuf.vrms Tur:Nos

The now fallious baby boom oecnrredju the United States between
1916 and 1964. As table I indicates, there were 11 straight yeats with
more than four million births cadi year and these children have over-
. rowdal, successively, the maternity w.ards, the sell(7(2l.so and the work
fume. Thi 4t. ot this age.coliort, is ooe of the pressnres on the existing
housing parket and sometime after the turn of tbe centurx their large
itititsbeLs Lt ill place new st wins on public and pH% ate pension systems.

. TABLE 1.BABY BOOM AT A GLANCE

Sem. 194. ended. 1964. pridk yeat. 1957 (4.332.003 bunts); you with mote then 4,000,000 buthoz 1154.6.11

(viol Boom yesta Peak year

114644 1957

Ate lE Enter tolle/k work lotto, 196442 1975

Alt JO. Home bum. . 1176.9t 1317

Ate 50: Estmnas neat peak. 1996-2011 2007

At, 65; /Woomera . ,, It. 2011-29 2022
-

Seurat; Mitt:gamut mutt data and Met Mouton. Population Rematch Center, the Road Corp,

the 116ohite size of the poptilation in the United States has
been inereasjng, the fertility rate ut the United States has decelerated
to a point, that is below the rate of natural replacement (births minus
deaths). In fact-, except for t la% interlude of the baby boom following
World War II, the birth rate appears to have been declining since
t he beginning of the a utury. Yet, as shown in lign re Lit was only dur-
ing the 1970s that t he birth-rate fell below the rate a natural replace-'
ment

s of speeilie numbers, the Anil 1980 Cenims fonn;l that our
nation's total pondation had increastaRto 226,504,825 pawl° for iimi
11.4 percent (23 million plus) increase over the 1910 level. This is the
lowest rate of growth for a decade since the Great Depression and the
Consuls Bureau expects even lower nites oT growth in this decade-- less
than ton percent and slowing to less than seven percent in_the 19905.0

Natural population growth adds approximately 1.0 million to the
population each year and legal immigration adds an additional 400,000
nulividuals or '25 percent to the natural populatic -% growth. Demog-
raphers Leon Bouvier of the Pppulation Refet %realm and
Mmcluwl Titelbaum of the Ford Foluidation believe tint illegal inuni.
grat ion accounts i'or an tulditional 15 to 25 percent of the amid V.S.
population growth. Although the total ninnber of ineptl immigrants
now living m the nation is upknown, The range is atimated by the

Levine. Dernogrtionle Trends Shapine thr Notion. Rent:arks Woe the Pomo '
Rraphle outlookerroterenre. ltheea, 7.2.1%. Juno 9. 101-

I.
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Figure 1. Total Fertility Rates for U.S. Women: 1917-1979
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Source : Cited la Bouvier Leon. "America's Baby Boom Generation : The Fateful Bulge."
Population Reference Bureau, vol. 3.3, no. 1, Apri1 1980, D.

Census Bureau at three to six million. With these patterns of growth
as background, the follov, ing sections deal with the composition of the
age structure, the rate. of immigration and the country of origin pat-
terns. kThe distribuion of the population is covered in Morrison's
paper.),

A. A Shift in the Age Structure
The aging of the baby boom children coupled with a declining birth

rate will have a large impact on the relative size of future population
age groups. As noted in table lf there already has been a decline in the
young school-age cohort (ages 15 and under) atfeetinfr education.
There will be a decline. in the rate of growth of the laborforce due to
the decline in the relative size of the 16-24 year old age group.

TABLE II.-AGE DISTRIBUTION OF POPULATION. 1970-951

!Percent in each age group!

A. 1970 1977, 1985 1995

IS and under. 'e 30.2 7 2..9 24.0
16 to 24 , 15, 7

,25.
16.9 14.8 12.1

25 to 31 . 12,6 15.6 17. 3 15.4
35 to 44 11.4 10 9 13. 5 16.0
45 to 64 , 20.4 20.1 18.9 20.2
65 and over 9.7 10.8 11.6 12 3

4 This 4istribution assuma the annual Me of giowth of the population (0.7 to 0.8 percent) will cont.nue into the mid
1980 0. toe to 1-percent.as the number of women of childbearing age increases, and fall to 0.6 percent in tho earlier
1991's at a declining number of women enter childbecting age.
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There will be a rise in the young adult category (ages 25-44), the
-baby boom" bulge, and a. rise in the percentage and the absolute num-
ber of individuals over 65. As a result, the proportion of the popida-
tion age 24 or younger would decline by more than 20 percent, mov-
ing front 46 percent of the population to 36 percent. However, the
population aged 65 or over would rise 27 percent. These shifts will
have a major impact upon numerous public policy issue areas inchid-
ing college enrolhnents, the all volunteer armed forces, the availability
of initial entry workers, and various health delivery systems.

B. Kid8 lVith Kids

In 1977,17 percent of all natural births in the United States were by
teenage gir!s and approximately 44 percent of these births occurred
outside of marriage. By contrast, teenagers in 1950 bore only 12 per-
cent of all children. If present rates continue, approximately one in
Ihe of today's 14 year old girls will become pregnant before reaching
her eighteenth birthday. Newsweek reported in the fall of 1980 that
nearly 50 percent of America's 10.3 million young women age 15 to
19 have had premarital sexalmost double the 1971 rate.=

It is estimated that during 1979 over 1,000,000 teenagers (for the
fifth straight year) became pregnant with approximat2ly 600,000 of
them gi% ing birth. In 1976 teenage abortions accounted for 32 percent
of the nafion's legal abortions.

An Urban Institute analysis indicates that in 1975, 84.65 billion, ap-
proxinuitely half of the money paid to families enrolled in the pro-
gram of Aid to Families with Dependent Children (AFDC), went
to households containing women who had borne their first child while
still teenageis. Using different assumptions and methodology, the
Stanford Research ,Thstitute (SRI) calculated that the 442,000 "first
kenage births" in 1979 caused $760 million in government expendi-
tures that ear for welfare and medical costs. SRI defined welfare
Cobts to include food stamps, other nutrition programs, subsidized
public housing, and social, services, as well as AFDC. SRI projected
long-range total welfare and medical expenditures for these chil-
dren in excess of $8 billion : $1.2 billion in medical expenses over a
nine-year period and $7.1 billion in welfare costs ever in a 19-year
period.3

For teenagei mothers, the social pmblems are numifold. There are
higlwr risks of death and medical complications; suicide and child
abuse are higher than among older groups; and, as eight out of ten
ming motheis dmp out of high school, prospects for employ nwnt and
cl f :,upport are limited. Existing day care centers offer little

mediate assistance because more than three fourths of all day care
cotters in tlw 'United States refuse babies under two years of age.'

Moore, Kristin. Teenage Motherhood . Social and Economic Consequences. Washington.
DP.. The Urban institote. Spring 1080, 59 p. The Games Teenagers Play. Newsweek.
Septemher 1080. pp. 18-53 and Grassley. Charles. Teenage Pregnancies . Goverment or
Individual Solution. Congressional Record. Oct. 12 1978. P. 12758,

3 'Children Hming Children . The Cost to Clover:1mM Itt Large. Across the Board." Tlw
Conference Board, v. 16. July 1979, pp. 7 11. Kristin A. Moore. "Teenalze Childbirth and
Melfttre iwpendency." Plonning Perspectives. %. 10. no. 4, July/Aug. 1978, pp.
2,..1 2:15. It should be noted that only a smnll percentage of persons° receiving welfare
omtinue to remain on the rolls for n 10.year Period.

Curd. Josefina J. "Consequences of dtdescent 4ChildbenrIng for the Young Parent's
Pat or Personal and Professional Life. American institntes for Research. Palo Mto. Call
Lornin, June 1977 anti Scharff, Kathleen Radd. "Teenage Pregnancy . Why the Epidemic.
Working Papers." March and April 1979.

1
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C. Immigration and Minorities

A:, noted earlier legal immigration accounts for approximately 25
percent of the annual population increase of the United States and
ilkgal immigration may account for as much as 10 -to 25 percent more
according to one estiniate. In examining our nation's profile, immi-
gration is important in terms of the absolute number of people enter-
ing. the United States and in terms of their country of origin. The
United States has set carefully defined limits on the number of aliens
it admits legally into the country, and with the decline in the nation's
birth rate, immigration (legal and illegal) has become a very visible
public policy issue.

Unrest in southeasterii Asia, the Cuban exodus, a rapidly growing
Nlexican population, and relative econonfic prosperity in 1Vest rn
Europ( are just a fe of the factors that accoulit for the shift in legal
munigration to the United States from Europe to North and Central
America and Asia. During the 1967-76 period, North America (in-
cluding Mexico, Cuba, and the West Indies) led all other regions with
1,507,441 immigrants. This was an increase of 43.-1 peitkmt over the
pre% ions decade and Mexico accounted for approximately one-third
of this increase. These shifts are reflected in table IV.

Stat istks in the United States concerning minorities are at times
difficult to follow, for the statistics until 1970 were generally broken
m to tuo categories, white and minority. Essentially, the term "minor-
ity was taken to mean blacks and Asians. Hispanics were grouped

it h whites tlespite their cultural and linguistic differences. However
it is dear that mei easing Ifispanic inunigration, coupled with a higher
birth rate for Hispanics already in the United States, has made the
rnited States one of the largest Spanish speaking nations in the
world.

TABLE III.LEGAL IMMIGRATION TO THE UNITED STATES BY CONTINENT, FISCAL YEARS 1956 65 AND 1967 761

Continent 1956-65 I967-6 Percent chute

Europe. I, 400,051 1,016, 110 27. 4
Asia 224,342 1,052, 6E8 +369.2
Africa ...... .. 22, 924 63,978 +179. I
North Amenea I. 050,983 I, 507, 434 +43, 4
South America 167,772 212, 778 +26. 8
Other .. . . 12,081 30, 231 +150.2

Total,. 2, 871,153 3,883, 219 +34,9

Departments of Justice, Labor, and State, U.S. Interagency Task Force on Immigratmn Policy, Stiff Report, Mareh 1979

P. 124,

The 1980 Census identified approximately 11.6 million persons (6.-1
pel cent o f t popuhition) as being of Spanish origin. This is up con-
sidel ably fi uni the 1970 estilluites of 9.3 million. The probability of this
trend continuing is reasonably high, for it is estimate(l that Latin
Amei ica's population. will double in 25 years from 300 million in 1977
to appioxinuttely- 6th) million. Mexico's population doubled from 32
infilion in 1958 to 61 million in 1978 and is expected to double again by
1998. ()% et. approximately the ;Ana. time Central America's population
is estimated. to double and reach 39 million inhabitants.5

Anson. Roberto. Hispanics In the United Sta tea . Yesterday, Today. and Tumorrrow,
lit Futurist. ot. XIV, no. 4, August ION. pp. .2 7 and :29 ; and American Council of Life

Insurance. Social Research ServIcus. Data Truck p, 30.
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Over the last decade, the.nation's black population grew by 17 per-
eefit, consklerably faster than the 11 percent overall increase in the
nation's population. In all, the number of blacks expanded from 22.6
million to 26.5 million or from 11.1 to 11.7 percent of the total popula-
tion. Tim increase is partially a result of improvements in the 1980
Census procedures for enumerating predominately black neighbor-
hoods, and a birth rate which is generally higher than the white popu-
lation's. Mississippi is the Siate with the largest percentage of blacks
(more than 35 percent of its residents) . South Carolina and Louisiana
are next with about 30 percent. By contrast more than a third of New
Mexico's population are Hispanic; one in five Texans are; and almost
one in five Califprnians are. Hispanics outnumber blacks in 18 States.°

III. Tip: FAMIL Y AND HOUSEIIOLD FORMAnONS

Am belief that Americans do not place top priority on the family and family
life Is completely refuted by the results of this survey. The findings represent a
ringing endorsement of the family In American life.George Gallup-1980

A. 1980 Gallup survey found that eight out of ten Americans 18 years
of age or older say that families are either the "most" or "one o'f the
most I mportant" elements of their lives. Yet, the "American family" is
a subject of midi concern, with anxiety over its future seeming to esca-
late during the decade of the 1970s. Increasing divorce rates, declining
birth rates, a ;harp increase in the proportion of single-parent families,
and the emergence of the elderly in American society as a significant
group with its ow n problems ha% e all contributed to a reexamination of
t he status and adequacy of the family. The term "reexamination" is
used because history shows that since the timc of the Founding Fathers,
every generation has expressed its doubts about the stabilify and con-
t innity of tini family. For example, in the American Revolutionary era
much anxiety was expressed about the pos.gne disiippearance of the
American family, and during the Civil War the nation s crisis was fre-
quently pojected onto the fate of the family itself.

Ono problem in any iliscusion of the family is that the statistic..s
11m41, to itesecibe the famil alv Inised on different definitions. If one
&lbws the nucleal fainih as t pical of the 1950s, %% it h husband as sok
pro% ide. and m i ft 8s lionieimiker raisin(' offspring, such a family is
hemming a rare (but clearly not yet exrinet ) species. Statistics indi-
Cil t hat this household now represents f rom so en to ten percent of
all households w ith children under I$. However. maim ied couples %% ith
(101(11(.11 andel 18 constitute almost 3.2 pm t'ent of all households and
inarried couples m ith im children under 18 constitute an additional 30
percent of all households. I 'ersons I iv ing a lone const ihite an addit ional
30 percent of all households. While many of the latter are the elderly,
f his st at ist ic also int ludes grown children who are not married an*are
I i ving alone.'

Compared to the eiirh 1960s, the age at the t ime of first marriage is
increasing; the birthrate is declining; and the period of "child free
1 Vara of marriage has inemsed about 14 years. (The pei iod of child

4 RVI n hold Hobert, 1 m.0 Cpns, s Shtw 17 peevear (iron th of Diack4 Ld Other 1%S.
Grow's. Now York Timm February 24. 1981. p. A-1 and A-12 and The Numbers Nen s.
Sutmlement to Ammican Demnemphies. no. 5. Apr. 20, 1981.

Steeminn. Marvin IL Positie Family Functioning m 1 . and Okk Janet Zollineer
Discrimination. Sex Roles and Chancing Family Structure. p. 51. Papers presented to the
11esearch Forum and Family Issues. White noose Conference on 1.'amilles,
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bearing has been shortened by three years and the period after the
children lea% e home has increm,ed by 11 years). The divorce rate has
doubled so that approximately 40 percent of all marriages end in
tin (nee. The -reconstit uted" or -blended" family is competi . r!.- actively
e it h the 1950s ty pe of nucleai family . These changes have had a major
impact on the mze and the rate of household formation in the -United
States and these changes may significantly affect our nation's social
we I fare pol noes.

Currently, non-family, multi-person households comprise 3.4 per-
cent of all households and this includes unmarried couples as well
as unrelated adults sharing a dwelling to reduce theh living expenses.
Single or one-parent families e ill be discussed beloe. While it appears
that traditional family values may be under pressure, the family is
:4ill basically nudear but more likely to be characterized by later mar-
riages, teo %%age earners, delay ed births, and other new patterns.

Ily 1990 this situation could change considerably, If one assumes
that. the cui rent pattern of loe fertility continueS tin ough the decade,
as many as half the women born during the nud-1950s will still be
t hildless or e it h only one child. As a result, a declining proportion of
all households o ill lime young children pre;ent. According to one
projection, by the Joint Center for Urban Studies of MIT and Ear-
% aid, by 1990 half of the 50 million married couples will not have

. children undei the age of 15 li% ing at home, If one adds this figure to
the projected 20 iiiill ion female-headed households eithout children,
and the piojected 14 million households headed by men without chil-
dren present, the calculation come:, to almost 60.milhon households

ithout children Dr almost te o-thirds of the projected total number
of 1990 households.

, A , W omen in the W ork Force

_Intertwined a it li the trend toe ard smaller families (the t wo-child
family is the reported. desired norm and. intentional childlessness also
has increased in recent years), has been a noticeable increase in the
percentage of wit es e ho earn incomes. From 1947 to 1978 approxi-
mately 15 million a omen 1% ere added to the labor force mid from 1979
to the end of the eighties an additional II million women will join
t hen t. By 1990. according to the MIT-Hart aid leport, the one-earner
husbamb e ifo Iniusehold will clearly be the exception, for such house-
!mitts e ill account for only I t percent of all households as compared
e ith 4$ percent in 1960. Tlw report also estimates that wiN es will con-
trilmte about. 40 percent of all family income in 1090, compared to
about 25 percent in 1980.8

The policy implicat ions of this shift are quite significant. As just one
Illust ration, an Urban Institute study in 1977 found t here were 6.4 mil-
lion children under ag six with mothers in the labor force. Of this
total, an estimated 1.4 i 'on children or 22 percent received federally
subsidized day care at A c( st to the Federal Government of $1,0:45 per
cldld. By 1990, because of the increasing number of women entering
the work force, there are projected to be 10.5 million children in need
of day care. If one assumes the proportion of children receiving fed-

. Bane, Mar% Jo. et al The Urban llow.ohold In the 19S08--.k Demographic and Eco-
monk. 00 Npeet I Ve Urban itogltate. Washington, Aptil 1950. Prepared tor the Depart
Went of Housing and Urban Development.

11-484 0 - 82 3
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orally subsidized care and the cost per child to remain constant, Fed-
eral costs would increase by 71 percent to $2.4 billion. If one adjusts
for inflation the total Federal expenditures could be considerably
higher.°

B. 17ou8elald Foonatkn and Composithni

Although the rate of population growth has been declining and :loin e
States are experiencing zero population growth, our nation has ex-
perienced a remarkable increase in the rate of household formation.
According to the 1980 Censms, during the last decade the number of
households increased by 27 percent, from 63.4 million to 80.4 million.
At the same time the number of persons in households increased by
only 12 percent. Changes in the type of family patterns and in the
rate of formation have led to a decline in the average honsehohl size
from 3.11 in 1970 to 2.75 in 1.980. Every category of household, ex-
cept married couples with children. increased in absolute numbers.
_The increase in one-parent families hes been termed by the tradition-
ally conservative Census Bureau as "dramatic," for during the 1970s
One-parent families increased by 2.6 million or 79 percent. In 1970,
about 11 percent of all families with.children living at home were
maintained by one parent. By 1979 this proportion had increased to
19 percent. Over two-thirds of all one-parent families were main-
tained tiy whites in 1979. bat at the same time approximately 50 per-
cent of black families with children at home were maintained by one
parent. Mon) than a third of the children born in the 1970s will spend
part of their childhood living with only one parent.

The policy imphcations of this shift for social programs are also
significant. For example in 1979, according to the Bureau of the
Census, 24 percent of the female headed households had ietome.s be-
low $5,000 and roughly 48 percent of all families below the poverty
level were maintained, by women with no husband present. By con-
trast 40 percent of married couple families in 1979 had incomes above
$25,000.

In a 1980 study conducted bithe National Associatien of Elementary
School Principals and the education branch of Ow Charles Kettering
Foundation, it was found that children from one-parent families are
twice as likely to do poorly in elementary school and in, high school.
They were reported to be three thnes as likely to be Zxpelled; and
twice as likely to drop out.

IV. OUR AGING Porul..VITON

Since 1900 the percentage of individuals in the I"nited States over
the age of 65 has increastd steadily. ln 1900 individuals over 65 com-
prised four percent of the total popuktion. By 1950 this percentage
had doubled to eight. percent, and by 1980 it was approximately 11
percent. By 2030. only 5(1 years Irvin now, the number of elderly (65
pins) is projected to reach from 17 to 2.2 iwreent of the population,
with the estimates varying according to different birth and death
rate projections. The following table aeflects past and projected
changes in the composition of onr nation's elderly population.

*Muller. Thoform et al The Urban Household in the 19808A Deumgranhic and Eco.
pfillde Perspective. Urban Institute, Washington. April 1980. Prepared for the Depart
:sent of Housing nod Uriran Development.

S1
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TABLE IV.-PERSONS 65 AND OVER

Year

Number (in
millions)

Percent of
ppulation

Over 75 as a per-cent
of 65 and over

1900_, 3, 099 4.1

1930
6, 705 5.4

1960
16, 675 9.2 33.7

1977
23, 431 10.8 36.8

1990
29, 824 12.7 40.3

2000 -0,
31;822 12.9 45.2

2010 34.837 13.9 43.2

Note: Rew Census projections for those 65 and over will not be available until later tins year. The new projections

assumo improvements in the mortality sate and thus theabsolute numbers should be larger.

&MCI: Miscellaneous Census publications released prior to the availability of 1980 census. Assumes xisting rale of

mortaqty and a birth rate of 2.1 births per woman of childbwitig age.

The current number of aged ((354- ) ill the United States is approxi-
mately 25 million and the absolute numbers are growing at a rate
approximately, t wice that of the general population. The elderly com-
prise about 16 million consumer households. (About one out .of every
five households ill the United States is headed by a i_iersoil 65 years or
older.) Approximately 3.6 million older persons (15 percent of the
total) are expected to have incomes below the poverty level. This
growth in the numlx?rs of older persons has important implications for
public and private. pension and income maintenance programs, as a
subsequent paper (Shipp) will more fully discuss.

[fable V shows the changes ill life expectancy front 1900 to 1950
and front 1950 to 1978. The key question is what shifts, if any, will oc-
cur between 1980 and the year 2000.

TABLE V.-LIFE EXPECTANCY I

1900 1950 1978

Life expectancy at birth:
Men

46.3 65.6 69.5

Women
48.3 71.1 77.2

A

Tolal
47.3 68.2 73. 3

Life expectancy at age 65:
Men

11. 5 12.8 14. /

Women
12.2 -- 15.0 18.0

lotal 11. 9 133 16.1

I National Center for Health Statistics, 1980.

Increasing longevity could have a 'strong negative impact upon the
solvency of some public and a few corpotate retirement programs. As-
suming im eight percent inflation rate and a pension adjusted for in-
flation, a person who starts with retirement benefits of $300 a month at

age 65 would receive $87,000 in retirement over a remaining lifetime of
14 years (the 1950 life expectancy of a 65 year old). However, with a
life expectancy of 16 more years (as it was in 1978), 25 percent more
money or about $109,000 will have to be dispensed.

With many of the elderly migrating to the Sunbelt and/or to non-
netropolitan America (upper Michigan, Missouri1rkansas, New
Hampshire, New Mexico, Oregon, Gahfornia, and Florida), some
States have experienced sharp changes in the age structure of, their
population over the last decade. Nevada's older population almost

1 9
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doubled ; Arizona's increased almost 80 percent ; Florida's was up 63
percent; and the elderly populations of Hawaii, New Mexico, and
Alaska were up more than 50 percent. 4

For those retirees heading to lion-metropolitan America, there may
bo major transportation problems. Some 15 percent of the rural house-,
holds, 57 percent of the rural poor, and 45 jlercent of the rural elderly
do not own an automobile. Moreover, only 31 percent of the nation's
20,000 towns with a popnlatiou of 50,000 or less are served by a public
transit system and since 1972, 1,800 small towns have lost intercity bus
service. As a result,.,the transportation needs of the elderly must be met
in ono of three ways : (1) special transportation (taxi, friend, relative)
from the home to the site of needed sen ices (such as shopping, doctor.
(1entist, social functions). (2) services delivered to the home (such as
homemaker service, meals-on-wheds, home health care, and foster
care), and (3) transportation to seri ices provided on a congregate
basis in centers offering aslult education, recreation, nutrition, or day
care.

VI. SOME CONCLUDING OusEnv.vrioNs

The trends presented in this paper do no more than provide a gen-
eral oven iew of our nation's changing demographic patterns and a
highlighting of some of their implications for human resource pro-
s,',rains. We have discussed the "baby boom"; changes inthe ferbilty
rate; changes in the structure of the family, household size, and the
single-parent family; and the aging population. Some implications for
human service programs and facijities are clear. For example, the
school aunt college facilities which expanded in the 1960s and early
1970s are now too abundant for the clutent school-age generation. As
iiwi e inatlied women, particularly those with preschool children enter
t he o oi kplace, therc will be an increasing need for publk and private
child care facilities. In addition, low marriage rates, high divorce

ates and the inci case in single-parent families could offset any reduc-
tion hi the public assistance cliseload caused by low birthrates.



B. FRAMEWORK FOR ANALYSIS

ANALYZING THE IMPACT OF DEMOGRAPHY ON
SOCIAL PROGRAMS

By William Robinson*

Demography is a holistic and ambitious science. While dealing with
such mundane topics as birth rates, death rates, migration and popula-
tion changes; demography must also confront such judgmental mat-
ters as changing tastes and vahies, attitudes toward marriage, feel-
ings about childbirth, and trends in the intangibles that make people
consider one region as more "desirable" than another. Moreover, de-
mography attempts this difficult assessment process not only to help us
understand how we got to where we are todaybut reaches beyond to
paint a portrait of what we will look like AS, a people in the future.
Ohs iously, some caution must be nsed in interpreting the products of
such an approula My task is to construct an analytical framework
that will help as,pss the iinpact of demographic Changes on social
programs.

1. THE Pnonuots OF ClIANOE

The first element in building such a framework is the obvious cau-
tion that demography must deal with events in a state of flux. Extrap-
olations into the future may go awry not only if changes occur in
the direction of an important variable (such as an increase in birth
rates), but also if the rate of change differs importantly from original
assiunptions. We must ahvays be aware of the potential volatility of
these demographic assumptions, and try to imagine how the future
might look if some of these assumptions were changed within a rea-
sonabk range--in short, test the sensitivity, of our analysis to the as-
sumptions lillide.

2. arum DETMUNANTS

Secondly, m hile demographic changes will be important factors itn-
pinging on social' programs, tlmy will obviously not be the only fac-
tors that will influence these programs in theduture. Othor..important
determinants of human resource programs iuglude changes ill

"rhe state of the economy (unemployment And income distribu-
tion- -all income maintenance programs, qnd t he largest education
an(1 health programs) ;

The values and tastes that shape attitudes toward these pro-
grams ;

The national and international envirennfent in whieh %%e live
(e.g., whether or not we are at war; the extent to which trade bar-
riers are lowered) ; and

Senior Specialist In Social Welfare, Congressional Research Service.

(13)
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The political system through which we make changes in the
prognials.

a. Demography a8 $urekt baffe.-1faving :iaid all that, it is still im-
portant to.remember that demographic factors will be among thc more
certain benOmarks we can use in assessing clumges in social programs
in the future. Projecting the state of the economy, societal values, or
international tensions into the future is fraught with far more uncer-
tainty than tryinfr to gauge how ninny people might be in existence at
a1,(riv en point in eune--and in need of certain services.

For example, we can know with some degree of certainty how
many people will be eligible for Social Security cash benefits in the
year 2000 because those people have already been born. In fact, the
youngest recipients in that year are already 44, and actuarial tables
can do a fairiy good job of telling us how many of them will still
bo around 18 yeasts from now to collect benefits. By the same token
wo can know with some assurance how large the iabor force may bC
in the year 2000 since most of that group is alreidy born or will be
born in the next few years. (Obviously, the complications begin here.
For example, what will labor force participation yates look like for
blacks whites o omen, teenagers and older workers. These rates will
be influenced 'by the economy, values, tastes, tradition, government
programs, and other forces.)

b. Problemy of tlw youth population.Another set of problems
arises, hemever, in projecting the population group ohich will be
twenty or 3 onnger in the year 2000. Births that occurred in 1980 and
in 1981 will become the group from yhich the 19 and 20 yeal
olds will be drawn in the year 2000. All those who will be younger
than age 19 in the year 2000 have yet. to be b.n.n. The size of this large
unborn group is partly a function of pas., birth rates. (how many
women are in their child-bearing years between now and 199)), and
partly a matter of values, tastes, and economics (how many chil-
(Iren these women will wish to have). The last set of variables is far
more difficult to assess t han the first.

c. Gencull yuidclhus. Thus, it' an (ntire age group is likely to in-
fluence some social progranis, then the imimet is fairly easy to asse..s
(as o itli Social Security). Howe.% er if some port ion of t hat age group
notst be «msidered, then Illy task is :,omew hat more dillicult tos in
gauging the need for secondary education). %rem yr. if thepro-
gram depends on choices or I ii.s, t hen. t he task i er3 d4ilitult indeed
(as in attem)ting to project the labor force or how man) people will
be enrolled in institiSions of higher education by tlp.year 2090).

3. I N Devlin:ALS VS.21 NSTITUTIONs

The third factor to consider in building our framework is to look
at thc differential effeet that denlographic chanires can lime on i di-
% kind., and institutions. Thisi$lifterential impat7t, in turn. %%ill all ct
human resource prognmis in different ways. 4

For example, tile incleasing number of people who are 6.i years of
ago ot olki NN ll haNe a fairly direct impact on the size of the Social
Secmity program. On the other hand, the relative decline in the num-,
ber of children undr age 19 mill not necessarily lead to a propor-
tionately reduced demand for elementary and :,econdar3 education.

22
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7. CONCLUSION

DI conclusion, 1 hope it is clear by now that assessing the imp_act
of demography on social programs is a very complicated business. But
it is a necessary and profitable undertaking as we look ahead to a
decade or more of tight budgetr, mounting pressures for more spend-
ing on defense and energy, and the changing needs of a changing
population.

,
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SOME THOUGHTS ON TIIE BUDGETARY IMPLICATIONS
OF DEMOGRAPHIC CHANGES

By Paul B. Ginsburg*

1. INTRODUCTION

The human resources components of the Federal budget consist of
programs far health services, income security, education and training,
nutrition, and housing assistance. The programs supported by Federal
outlays are for the most part directed at individuals, but the benefits
are not. shared equally by individuals. For example, the Medicarepro-
gram benefits individuals aged 85 and over and disabled individuals
only, with the oldest of the beneficiaries receiving the highest benefits.

With unequal benefits directed at individuals, demographic trends
are lihely to play an important role in the size and composition of this
budget. Many of the programs that make up the human resources
budget benefit well-defined populationsfor example, children in.
school, eollege students,,or elderly persons. Changes in the relative aize
of these groups in the population consequently have thepotential for
significant changes in tho sizes of these programs and their budgets.

The influence of demographic changes is likely to be a complex one,
however. Changes in the size of components of the budget will not
necessarily be proportional to the number of persons in the group
targeted far benefits. First, factors like fixed costs and labor market
conditions may cause outlays to vary disproportionately to the num-
ber of persons for a constant level of services per person. Second, and
possibly more important, there may be a policy response to the demo-
graphic change. (.7rovtli or declinvin the target population for a pro-
gram may cause a change in poli* toward the program, with the re-
sult being an irierease or decrease in the benefits per person in the
target population.

In this paper, I will briefly review the human resources budget us
hm. it stands today and then describe the demographic trends likely to

have implications for it. With that as a background, I will discuss
three types of changes in the budget that we are likely to see: propor-
tional changes, nonproportional changes, and changes based on policy
responses to the demographic treys,

2. Tun IIIIMAN RESOURCES Binxurr

Federal outlays for human resources in RSCR1 year 1981 accounted
for $345.5 billion, more than half of total Federal outlays (see Table
1). Social Security benefits are by far the largest outlay, followed by
NINlieure. The lines between human resources and other parts of the

Deputy ,Wietant Director for Income Security and I1ith. Congressional Budget Office
(17)
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budget. are difAcult to draw. For example, many _agricultural pro-
grams, which are not included in the table, are intended primarily to ,
protect the inconies of farin families.

*TABLE 1.HUMAN RE.SOURCES OUTLAYS, FISCAL YEAR 1981

1ln baron of dollars)

Function Federal outlays

Income security 25.1

General retirement and diubility insurance j2145.0
Federal employee retirement and diubility 17.5

Unemployment compensation 19.7

Food and nutrition assistance 16.2

Other 26.7

Health 66.0

Medicare
Medlcaid

N
39,1
16.9

Other
(::=1

9.9

Education. training, employment, and social services 314

Education 15.1

Training, employment, and tabor services 9.8
Social services 6.5

Veterans benefits and serekes 23.0

Irscome se4urity for veterans 12.9

Hospital and medical care for veterans 7.0

Other.. 3.1

The human resources budget has grown-substantially over time, both
in absolute terms and relative to the rest of the Federal budget. After
adjustment for inflation, the human resources budget grow at an aver-
ago annual rate of 15.1 percent from 1966 to 1081. Its share of Federal
Outlays increased from 31.1 percent to 62.6 pereent.

It is instructive to note that factors other than demographic trends
may well have been more important in determining the size and compo-
hition of fiuknan resource outlays in the mt. For example, the growth
of Social S6curity benefits and the enactment mid expansion of Medi-
care since the mid-1960s probably reflects much more a Change ih
attitude towards the role of the public sector than a response to demo-
graphic trends. This should not indicate that population changes have
been unimportant, but recognizing their influence is made more difliFult
by the presence of other influences on the budget.

3. DEIMOGILtrlf IC MN-Ds

A number of demographic trendahai-e the ,)otential to affect human
resources progra .s ni an important manner.5rho most critical appear
to be the growth in the number of elderly persons, especially those
elderly age41 76 and over, the maturit. TriDthe "baby-boom ' population,
and the current low birth rate.

The aging of the population has obvious impacts on programs such
as Social Security, Supplemental Security Income, Medicare, and
Afedicaid. The ihcrease in the population aged 75 and over has particu-
lar.implications for health programs as these persons use health serv-
ices, especially long-term care, at a much higher rate than those aged
65-75. Aged veterans art important users of 'Veterans Administration

2 6
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health services and potentild recipients of non-service connected
pensions.

..The maturing of the "baby boom" population has important implicit-
<

tions for education and train:ng budgets. Elementary and secondary
.enschool rolhnents have declined. and- with that, presumably some of

the need for Federal assistance. College enrollments from the tradi-
tionakcollege-age.groups are expected to decline, and with that, so will
the need for scholarships and subsidized loans for these groups. The
expected decline in the numbers of teenagers and young adults could m
time take sonic of the prP,ssureptf markets for inexperienced, unskilled
laix)r. thus reducing requirements for youth employment programs.

Some human resources programs are less subject to influence by
demographic trends because their benefits ave not as concentrated on
particular age groups. Food stamps is an example of such a program.
Since low income is the only reporement for such assistancein con-
trast fo old age. disability, or having dependent children in other in-
come assistance programsbenefits are dispersed more evenly across
ago groups. Hoy% ever, the size and location of the poverty population
will be influem . ed in part by such cfemographic factors as the growth in
single-parent families and in female-headed households.

4. PROPORTIONAL C IIIANGES

A. first approximation of the effects of demographic trends on lunnan
resourms programs is proportional change. Entitlement programs

come closest to this model. For example, the growth of the elderly
population is expected to ,auso roughly proportional increases in out-
lays for enthlenient programs such as Medicare and Social Security
pensions. Since these ay entitlement programs, the changes occur
automatically.

An application of 1.e proportional ded hie model could be subsidind
loans to college students or theit parents. According to this model,
deelining nutObeis of persons of colkge age should lead tc declining
enrollments. o hich in turn shouhl let.i.d to declining loans and loan.
subsidies./

In none of these examples is the change likely to be exactly propor-
'tional. For example. the groo th of the elderly population is not ,ex-
pected to be onifdrin across sallow, age groups, and different age
groups make s airy ing use of Med icare-cm ered nwdica I services. In
addition, the gi owt I of the Medicare population increases tlw propor-
tion of medical bills paid I>y insurance, possibly increasing medical.
prices._ Ne% ertheless. propm tional change is a reasonable approx immia-
t ion of entit lenient programs whose beneficiaries aro of similar age.

5. Nos i'R()POftT1ON.1. ClIANGES
t

In many human resources prop ams m likli are not, entitleineas,
e w lief e eligibilit 1, and bendits aire not Anchored in !au, changes in the

si,ie of tlw cligibilit,$ gi onp affect inonTain outla.i, s in more complexr, .

way s. In contra:4 to the ent it lenient prognuns which gke benefits di%
redly to hulk iduals. human lusources pi ogranis %%Ilia rely on annual
appropm iations often fund agencies to prot ide % ariable le% els of sell
ices to a defined population. The size of this funding need not change
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proportionately, and is subject to periodic change in the appropria-
tions process.

Some programs currently serve only a portion of eligible persons
who would like services. A. change in the size of the eligible popula-
tion by itself could have little impact on fimding for agencies provid-
ing services unless a policy decision were made to increase funds suffi-
ciently to cover the newly eligible or to reduce funds for those no
longer-in need of services. For example, the maturing of the "baby-
luau" population should ultimately reduce the magnitude of the youth
employment problem. Fewer unskilled youths should be coining intd
the labor market, thus reducing the excess supply of this type of labor.
But agencies providing job training currently are not able to serve all
eligible applicants. A reduction in the size of this eligible population
need not affect the funding of these agencies. To the extent that it
does, it will reflect a policy decision to reduce funding in light of the
declinin7g magnitude of the problem. Such policy decisions are dis-
cussed below.

Another example of nonproportional change is Federal aid to elem-
entary and secondary education. Enrollments in these grades have been
declhung but costs are declining less than proportionately. Fixed costs
a ire an mportant reason for this result. Excess physical plant must
often he maintained for some time w hen enrollments decline, especially
w hen parents resist. school closings. Teachers' compensation does not
decline proportionately as staff reductions through layoffs and cessa-
tion of new hiring reduce die proportion of teachers at the loW ends
of aslary scales.

6. POLICY RESPONSES

The foregoinA discussion considered only changes in human re-
sources spending that would conie more or less a Momatica Ily from
changes in the size of populations eligible for particular programs.
The expected demographic change.'are sufficiently important, however,
that policy responses are likely as w ell. Benefits per eligible person
could be increased or decreased in response to changes in the size of
the eligible population.

Two models may be rele% ant in explaining policy responses to demo-
graphic changes. will call them the resource allocation model and
the constituent pressure model. Eithei ones or both could be relevant
to the policy response for a particular program..

a. Rtziource Allocation ilodel.In this modtil, demographic trends
alter the relatil e "prices" of different human resources programs.
When the eligible population for a prosram grows, the "price" of the
prognun increases. _The response to this higher grice is less spending
per eligilrle person on program benefits.

This pmcess is analogaus to individuals nmking decisions on t heir
personal consumption patterns. Possibly the most impala tit change
in relath e prices in recent years has been the increasy in elle, gt
This has cimsed :Tending on energy to increase, but less titan in pi opoi
tie ii to t he price increases. -Intik 'dual consuniers hale made decisions
to reduce the amount of midi gy used because its pi hp relative to that
of other goods and sill, ices hms increased. They hat e pa rchased1nualler

a t i t vn I cs. insulated their homes, and heated and cooled to less
comfortable temperatures.
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The fact that these two models give opposite predictions makes fore-
casting of the human resources budget difficult. Demographic trends
are likely to set off forces that work in opposite directions.

Two considerations emerge as determlnants of the relative impor-
tance of resourm allocation. forces. First, the more severe the con-
straints on total Federal outla3s, or on human resources outlays in
particular, the more predictise rower the resource allocation model
nas. When resources are constrained, tradeoffs are more likely to be
.earefilly considered. Second, the larger the outlays for a program the
more importimt resources allocation considerations will lac. RehLive
price'clianges tend to have greater effects on the budget when large
items are affected and result in greater adjustments (recall the energy
prices versus sugar lwices example).

The implication of these considerations is thaedemographic trends .
might cause benefit levels in the large programs benefiting the elderly
Social Security pension:, and Medicareto be cut back or have their
growth slow ed. Programs which serve youths, which have a much
snlaller share of the budget, may not tind their bein fit leVelsper eli-
gible expanded. In fact, benfit levels could even decline in these
progrtuns.

J j



C. REGIONAL MIGRATIONTRENDS AND ISSUES

REGIONAL ASPECTS OF MIGRATION

By Peter A. Morrison*

1. INTRODUCTION

In this paper, I will outline the principal regional shifts in iDopula-
don, the new locational choices of migrating Americans, and the wave
of growth now descendingon the nonmetropolitan areas. These demo-
graphic changes have given rise to larger political concerns

, to issues connected with growth or with its disappearance,
for population num ement is the major determinant of local growth
or declinep

Citizens have the right to move anywhere they choose, of course
but conuminities are not obliged to welcome unbridled growth.
Whether grow th is welcomed oi opposed often depends on what the
newcomers are like, as is illustrated by the following anecdoic. It is
about a place called Pacific Springs, in what is now Southeastern
Idaho. it was there that the Great OveAnd Trail leading west split
into No forks, There, the. ni4,,rant had to choose: whether to go to;
Oregon or to California. As the westward rush grew, the ileople al-
read settled in Ore.!on started thinking about how they might influ-
ence that choke anlweed out the undesirables. So along the first few
miles of trail ,to California they scattered handfuls of gold nuggets,

bile at the start of the other trail they put up a sign that just said
"Oregon." Very few people chose Oregonjust the ones.who could
read.

PouricAL Asrwrs or SLOWER PormyrioN GROWTH

Oar nation has iuo ed into an era of slower pepulat ion growth. One
inevitable consequence of this slowdown is that geographic redis-
tributionspecifically, peoph3's locational choices---has taken on
greater political weight than before. Thereare several reasons why.

First, when fertility rates aro low, migrants' choices of where to
move have a greater influence oh local growth or decline than the
numbers of new babies. Moreover, migrating adults are more influen-
tial than babies, whether they migrate or net. Babies don't hold jobs
or buy houses, nor will they enter a voting booth until they are 18.
But people over 18 who arrive at or leave a place represent a trans-
fer of immediate buying and voting power. This creates a w-ealled
zero-sum framework, in which population growth in onc, region or

*The RAND Corporation.
(23)
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place occurs largely at the expense of other places. Federal aid often
is keyed partly to the size of the population that an area can call its
own.

A second political aspect of these shifts is that the slowdown and
disappearance of growth is not occurring uniformly or simultaneously
in all parts of the nation. In New York and Rhode Island, for ex-
ample, out-migration has completely halted population growth. Ohio
and Pennsylvania are close behind. Manx metropolitan areasmostly
the very large oneshave stopped growing. Zero population growth,
then, is not a condition that appearii everywhere at once, but rather .
one that is emerging earlier in some regions than in others. That fact
has profound implications.

Finally, contemporary migration trends themselves have changed.
During the A970s, the movement South and Wrest intensified, with
migrants favoring smaller communities instead of large cities. This
emerging preference for "small" extends all the way down to tiny
rural communities, even those distant from large urban centers. These
new migration trends have reshuffled the locations of growth and de-
cline.

3. REGIONAL SlirFrs u PortmAnoN emir, STINEEIIP AND
SNOWLIELT Issr.TE)

ngure 1, which provides an overview of regional population shifts
during the 1970s, illustrates how people's changing locational choices
have slowed growth or accelerated it in different parts of the coun-
try. The industrialized Middle Atlantic states recorded a slight abso-
lute decline during the decade.

noun 1

Percent Chang* in Population by State: 1970 to 1978
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New York's population dropped 4 percent, and Rhode Island's
almost 1 percent. What stuntN1 growth in much of the Northeast
and Midwest was tlw exodus of migrants beaded for the South At-
lantic. South Central. and Mountain states. Their moement resulted
in heay growth for t,everal states. Xrizona and Nevada grew by
over 10 percent. Idaho and Colorado gained about 30 percent, and
:Texas added about 20 percent.

As migration has reamnged tlw population, it ltas also restrue-
tumd regional political into .sts and el4ctoral strength. All in all,
17 congressional seats are expected to sw itch after the 1980 census.
As Figure 2 shows, the states expected to gain include Florida, which
adds 1; Texas adding 3 and Cahfornia 2; and the others each adding 1
seat. Tlw States expected to lose seats include New York, 'nhich loses

; Illinois. Ohio, and Pennsylvania. each losing 2 ; and six others.
each losing 1.

FIGURE 2.-17 CONGRESSIONAL SEATS LIKELY TO SHIFT AFTER 1980

State Gam ot loss New total

Florida _._. +4 19
Tem +3 27
California.... +2 45
Arizona. +1 5-

Colotado.... +1. 6

Nevads. +1 2

New Mexico +1 1

Or eon +1 5

Tennessee. +1 9

Utah +1 3

WlAintIon,..._... . .............. ... .................... .... ..... +1 E

New Yoik 5 34
Illinois 2 22
Ohio 2 21

Pennsylvania 2 23

Inclians,.... ........ .. 1 10

Massachusetts . r . 1 11

Micluean. 1 18

Missouti...... ...... ..... - 1 9

New Jersey. 1 14

South Dakota... ... ._ 1 1

What about the future? You can take your pick of various fôre-
eastsnone has a ety reliable t rack record. The ('ensus Bureau's most
mew p1 ojert ions foi t he pet iod 1080- .2000, slum n in figure 3, furnish

ono plausible scow io. Howe% er, they must be used with caution, for
the pi tijections ale based on assumptions about migration and fertility
that may not pro\ e correct. tThese assumptions do embody present
"best guesses.' about fin t 1ulI ng t i ends. ) E% en so, the range shown in
figur 3 genet all.% indicate, meaget growth in the Middle At lant it. and

t h rent tal States and far more rapid pan% tl in moult of the South
ud W :5( ( hit t: again, wt. set. the uneveness A 11 Ii w hich slow ing popu

lotion glow th w ill nuike its debut in di &mitt parts of the country.
\Vl ,t( mink ft)1 tIn i igioiuil laigi at ion shifts that. underlk these

trends ? I won't.. recite the familiar list of economic and job-related
fat toi nflkt t t.0 say that intet regional migration reflects pmple
-Al Ling oppoit ws, and t l basic exphrnat ion is t lie people are ino%
ng fi tau egions w he c jobs at e d inlliiig to areas %% here %% orkers are

needed. Et ontanic oppol imity is nut t la iitimt story, howeer, fm
(kw e i natunt ing that migrants also are res)onding to other "quality
if li fe" faxtors. For sonie, it's a milder climate ; for others, access to
!privation and the outtloot s. Man3 people ,ire IIIU ing to areas %%here
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living costs are lower. Although economic opportunity remains cen-
tral, other forces that attract people to an area are now beginning to
compete with it.

FIGURE 3.I'rojected population growth: 1980-2000'
Growth

Regton/etate (percent)
Madge 92-25

Washington
California
Oregon

Mountain 98-37
Montana
Idaho
Wyoming
Nevada
Colorado
Arizona
New Mexico
Utah

West South Central
Texas
Oklahoma
Arkansas

.Louislana
West North Central 11

North Dakota
South Dakota
Nebraska
Kansas
Minnesota
Iowa
Missouri

East Nortlr Central 7-12
Wisconsin
Illinois
Indiana
Ohio
Michigan

East South Central 14-18
Mississippi
Alabama
TenneSsee
Kentucky

South Atlantic °6-31
Maryland
Delaware
District of Columbia
West Virginia
Virginia
North Carolina
South Carolina
Georgia
Florida

Nliddle Atlantic
Pentalylvania
New Jersey
New York

New England 15-16
Maine
Vermont
Sew Hampshire
Massachusetts
Connecticut
Rhode Island

l Includes only continental United Staten.
Source : Calculated from U.S. Bureau of the Censui. Current Population Reports.

Series 1-25, No. 706. Range :Munn is for assumptions IIA and IIB.
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1. SHIFTS TO SMALLER AREAS

The changing calculus of location is apparent in the kinds of set-
tings- -especially the newly attractive nonmetropohtan areasthat
people now favor as places to live. During the 1950s, the major migra-
tion began in the t.entral cities and ended in the suburbs. But the cen-
ti al ities simultaneousl) m ere being replenished by an influx of young
people from rural areas seeking better jobs.

By the end of the 1960s, population losses in large central cities
mounted and ,by the early 1970s, it was apparent that migrants no
longer were lea ing from just the central cities. Population decline
was becoming a phenomenon of entire metropolitan areas, including
some of the suburbs ringing the central cities.

Migrants today are opting increasingly for smaller community set-
tings. This drift of people away front large communities- deconcen-
tration, as I'll call ithas taken several forms, as shown in figure 4.
The first I've labeled "size deconcentration", denoting the increasing
tendency of migrants to shun the very large metropolitan centers in
las or of smaller ones, places such as Austin, Texas ; Boise City, Idaho;
and Wihnington, North Carolina.

Second, the traditioual pattern of suburban growth has penetrated
farther out into tet ritory beyond the.existing metropolitan boundaries.
Labeled "Metmpolitan Sprawr in figure 4, these are the widening
zones of growth within 50 or 100,miles of a major metropolitan center.

A POPULATION rDvEbONCENTRATION:
THE SHIFT TOWARD SMALLER COMMUNITIES

METROPOLITAN
Size deconcentration: rising
popularity of smaller metro areas

Metro sprawl: Widening jgrowth
zones along fringe

New urbanization:
emergence of free-
standing "miniature

N on-sprawl cities"

"Rural renaissance":
growth resurgence

1..in totally rural areas
N N M ETR PO LITAN,

Under tlw "Non-sprawr heading_are two other types of deconcen-
tration under w a3 in the more remote areas of nonmetropolitan Amor-

First, small urban centers with 10 or 20 thousand inhabitants are
emerging as free-standing "miniature cities"an example is Salis-
bury, Maryland. Second, tiny communities are springing up in north-
ern New I lain:Thin% upper Michigan, the Ozarks, the Sierra Nevada
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foothills, and other totally rural areasa kind of "rural renaissance."
Some of today's migrants are quite literally looking for greener
pastures.

The absolute numbers of newly arriving migrants in these places
isn't large. but since the places themselves are snmll, the arrival of
a few people can love a substantial impact. In Stanley, Idaho, fifty
newcomers would double the population.

The factors inducing this new wave of population growth in non-
metropolitan areas are diverse. Metropolitan sprawlan extension of
what we loosely r 1 ard as suburbanizationaccounts for about lutlf
the overall incr li in nonmetropolitan growth. It is the other half
that reflects the stinctly new and different forces at work.

The acceleration of growth in rural areas derives front a variety
of specialized activities suggeited in Figure ti. Rural growth com-
mmuties come in a variety of types. Sonic are based on tourism and
recreationOcean City and other beach communities on the Maryland
shore are local illustrations. Others are based on retirement. Indeed,
retirement conununities are,springing up all over the country. Cape
May County in New Jersey and North Carolina's Outer Banks and
Cape Hatteras are local illustrations. Retirees favor smaller towns
where they can combine low living costs with an escape from big-city
woes, t

FIGURE 5

SPECIALIZED TYRES OF RURAL
GROWTH COMMUNITIES

Tourism and recreation communities

Retirement communities

.
Professional service communities

Energy boom towns

Counterculture Communities
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Professional service communities tend to coalesce around institutions
of higher ethwation, to which other knowledge-intensive industries are
then attracted. A good local illustration is Charlottesville, Virginia,
where we see the University of Virginia, the Federal Executive In-
stitute, and an assortment of small colleges all located in one area:

Energy boomtowns are another specialized creation of the present
day They include places like Gill6tte, Wyoming, and Colstrip, Mon-
tana, as well , as the newly revived coal mining areas in Appalachia.

Counterculture communities develop around common ideological
themes, like abandoning city life to weave rugs and grow organic
food. Such connnunities tend to be highly localized and are not so
luniterous as commonly thought. And, contrary to popular belief, they
do exist outsidethe boundaries of California.

What types of people are moving to nqmnetropolitan areas? In
inoi,t respects, they are unremarkable and resemble a cross-seetion of
Americans, on the tome Blacks are, the only noticeably absent seg-
ment. Compared with nonmetropolitan residents they join, however,
the newcomen, are distinctive. A. larger proportion cif the latter are
in their :?os and 30s, which wens they often bring school-age chil-
dren with. them. They also tend to be college-edhcated and working
in white-y011ar occupations. Perhaps most important, though, the new-
comers bring with them urban standards of service and care. It's not
just. the presence of school-age children, it's their parents' expectation
that the schools should pro ide a curriculum as full as was provided
where they used to live. And while they may cherish Norman Rock-
well's paintings of the old-fashioned horse-and-buggy doctor, when
these newcome9 to nonmetropolitan areas get in trouble, they want
an emergency room close by and a cardiovascular specialist right
away. More generally, the newcomers are likely to make heavier use
of certain types of assistance, such as AFDC and food stamps, that
t raditimmlly have been underutilized in rural areas.

5. Bao,un:u PotaTic,u, CONCIMNS

Figure 6 notes distinct ways in which population shifts act as
catalysts for broader political coneerns. First is the matter of how
many people an area can claim as its own inhabitants. This "head
vomit" is rapidly becoming a quantity to be negotiated Mlle.]: than a
fart to be established. Federal aid formulas translate this "head count"
into dollars, which tend to disappear if an area loses population.

Second, the migration of depetulent populations can scarcely be a
matter of local indifference because of the realor perceivedcosts
they hnpose. For example, rural areas may attract elderly persons
whose health needs will have to be met in those areas. Moreover (and
in soite of evidence to the contrary),Impular beliefs about migrants
persist, such as the notion that low-income migrants move to large
cities like New York to gain access to generous welfare allowances.

Population shifts also affect the quality of the labor force in a re-
gion. The Middle Atlantic States, for exaniple, are losing skilled work-
ems to the South mid West. Often, young adults educated at one re-
gion'5 expense move themselves and that investmentto another
region.
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FICURZ 6

POPULATION SHIFTS: CATALYSTS FOR
BROADER POLITICAL CONCERNS

The "head count": Congressional reapportionment,
federal aid formulas

Dependency: Spatiel redistribution of Alderly, poor,
welfare recipients

1!.

Labor force quality: Affected by selective influx/
outflow

illegal aliens: Competition for jobs, use of local
services

"Shrinking pains" ai growth disappears

Newly experienced growth: "urban" standards of
newcomers to rural areas

My discussion would be incomplete without some mention of illegal
aliens, substantial numbers of whom are now scattered throughout the
nation. How their presence affects the econom., is anybody's guess.
According to some, alien workers take jobs tbr unemployed Ameri-
cans or legal migrants could fill. Another widepread belief is that
undocumented aliens overburden social ser% ices, taking more in the
form of service than they contribute in taxes. These allegations have
gained wide currency; the evidence, however, is mixed, and whatever
the impact of illegal aliens may be, it probably varies from place to
place. The presence of undocumented persons has become especially
problematic for central cities in their efforts to provide health care.
The hi% isibility of illegal aliens means financial disruption for the
health-care delivery system.

Over the next decade, demographic change will give greater promi-
nence to "shrinking pains"the need to adapt to an absence of
growtb. Decline is not a graceful process, and the transitions it hit-
posq aro especially difficult. The forerunners of these problems are al-
ready visible in places like Philadelphia, Cleveland, and St. Louis,
where growth has disappeared.

Finally, there are the problems of newly experienced growth in
rural areas, %%here the newcomers often hnpose urban stmulards on
areas that are ill-equipped to cope with growth.

A
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THE IMPACT OF DEMOGRAPHIC CHANGE ON HOUSING
AND COMMUNITY DEVELOPMENT

By Morton J. Schussheim *

1. INTRODUCTION

Some years ago a distinguished city_ planner named Charles Abrams
wrote a book that he called "The Future of Housing:" 1 Not sur-
prisingly, he begins with a discussion of the earliest settlements in
America and the later migrations from overseas, the movements from
East to West, and the concentration of people in dense cities. But pop-
ulation change was not the sole factor in determining the pattern of
community development, as Abrams n9tes. Each generation inherits
much of its housing and public investments irom earlier ones. These
structures and the property rights vested in them shape and limit the
choices of succeeding generations. And Ibtams goes on to show how
prevailing attitudes such as those about individualism, the right to use
and misuse land and other resources, and the role of government all
influenced public policy and investment decisions in housing and com-
munity development.

rmake these points at the outset bdcause, in focusing on demo-
graphic changes as they affect human habitations and welfare, there
may be i tendency ta.overlook other factors. Today, market analysts
and community planners frequently stam t with' popnlation trends in
projecting housing requirements for a community. But they also take
Into accoant such factors as household income, consumer prefereoces
and life siyles, the quantity and quality of the standing stock of hous-
ing, and the costs of producing and operating new housing.

2. SOME KEY DEMOGRAPHIC TRENDS AND. ImPLICATIONS

With these caveats, let us look at some of the main population trends
that. w ill influence the need for 'mousing and community facilities.

a. Home/IOW growing fast,t. than population.While the rate of
growth of population is slowing down relative to the rates of the 1950s
and 1900s, the rate of householdgrowth is relatively high. Why is this?

rst, there is the bumper crop of persons reaching adulthood.; second,
while many are deferring marriage, more and more individuals seek
to umintain independent living arrangements. In earlier decades, the
1920s and 1930s, moral attitudes and economics kept many young
single wogien and men in the parental home. Today, the constraints

il;b smi ingenc, mummies are relatively higher, and millions of young
single adults have their own living quarters. The elderly, too, are in-
creasing relati% e to the igenerkil population. Since more and more of
our older people are mamtaining their own places rather than living

'Senior Specialist In HousInc. Congressional Research SerrIce.
Harper and Brothera. New York. 1546.
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witli relatives, this group is another source of the rise of households
relative to population. In the 1970s. more than two:fifths of the in-
crease in households were one-person households.

mpliration: This sprehding out of people mans that more housing
units will be required to accommodate a given increiise in the popula-
tion. 'rite units will not have to be as large as for families with chil-
dren, but they will be relattively costly per person since each household
needs its own bathroom and kitchen, two of the costliest components
in a dwelling unit.

Publie officials in many areas may want to reexamine their zoning
aws and building requirements to see if they are appropriate to the

shifts in types of households and life styles. Some communities are
already searching for ways of reducing land and building reqiiire-
ments so as to pernift faster and less costly housing construction
methods, higher density developments,, and smaller housing units.

b. The age distribution and housim demand.Despite changing
life styles, people aro still getting married and having children.
Typically, they then try to Imy a house, with orszithout a white picket
fence. During the 1980s the number of. persoa between 25 and 34
will increase by abput five million. The normal desire of such people
to buy, a home may be reinforced by inflation wectations with re-
gard' to housing and the tax advantage of owidng rather than renting,
although these factors aro likely to be less pronounced than in the
late 1970s.

haplication: Of the new units added to the supply, three-fourths
or more are expected to be houses or condominiums that aro purchased

o rather than rental units. Overall, th s?. demand foK_housing in the 1980s
associated with the net increase in household fornuttions will likely be
in the range of 1.5 to 1.7 million a yeaK. Replacement of losses might
regni re another 100,000 to 800,000 units a year. Altogether, we shall
need two million or more new units a year. But in the early 1980s, we
were only pmducing 1.3 million to 1.5 million imits each year, includ-
ing mobilo homes. A squeeze on housing is in prdspect.

If new housing prodnction is not sufficient to meet these requite-
ments, there will be increased pressure on the existing housing in-
ventory in many communities. This could take tIm form 2f conver-
sions (if single- family houses into multifamily structures,lharing of
houses, and group living arrangements. Local jurisdictions will ltave
to I lecide whether to legalize such changes, look the other way, or
bloek them. The Federal Government may be faced with yequests to
support such changes through grants, loansor other types of assistance.

e. Regional $1108.--It is no surlitisicto the residents of Pittsburgh,
Cleveland, or St. Louis to be told fluid population growth is slowing
in the nwtlwast and North Central regions and going strong in the
South. Sollthwest and Western parts of the country. Almost everyone
Ims a relative or friend who has moved or talked alout nuwing to the
Sim Belt. Today about half of the nation's housing is located in the
older and eohler parts of the country. But during the next 10 years
these seetions are expected to Itr,et no more than a third of the new
housing construction. The lion s share will go to coyainunities in the
South (10 pereent) and the West (25 percent.), from West Palm
Beach-Boea Raton to Houston and from Phoenix to Riverside-San
Bermirdino.

0
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!implication: Some communities in the South and West will have to,
expect continued heavy in-migration ahd to prepare for this growth.
They would be well-advised to strengthen their planning activities and
to reexamine their zoning-laws, subdivision requirements and build-
in.n. costs. Constructingcommunity facilities with a reasonable amount
ofexcess capacity and guiding development to parts of the commun-
ity already serviced.with basic facilities will save a lot of money. A
fresh look at local taxes and user charges to pay for the additional
services may also be in order. For communities faced with population
losses there is the unhappy task of preparing for declini. Service cut-
backs aro always unpleasant but they may be necessary. Residents of
declining neighborhoods may have to be mobilized to maintain their
properties and streets before decay becomes irreversible. And there
is even the possibility of closing off some sections of the city that have
lost many residents and shops and are deemed beyond redemption.

For Federal agencies involved in housing 'mince or small business
loans, there is the possibility of increased losses and perhaps demands
for bailouts of private lenders and property oivners. Support may
'grow for ith itahzation efforts, such as proposals for socalled enter-
ikise kones.

d. The surprising upturn of some non-metropolitan areas.As re-
cently as 1970 most demographers wereprojecting the uninterrupted
shift of people to metropolitan areas and the continued demise of the
smaller, non-metropolitan communities. But something funny hap-
pened on the way to the eighties: non-metropolitan places began to
grow at a faster rate than metropolitan areas. This has been a reversal
of a half-century-long trend, and it is by no means certain to continue.
To some extent it mai, be a definitional phenomenon : growth in the
comities adjacent to but not yet officially included in metropolitan
areas. But that does not explain all of the growth.

The non-metropolitan growth is not-attributable to any one cause.
In some places this growth is due to recreational activities, as in the
Rocky Mountains, the Upper Great Lakes and northern New England.
Elseu hero it is associated with energy production or changes in energy
supplies: the south Appalachian coal fields,, the northern Great Plains,
and the Mountain States, among other places. Retirees have been at-
tnmeteil to some nmall communities in Florida, Arizouathe _Ozarks
and similar areas. And towns throughout the South luisN''t been s-ought
out by sum I I mann f act u ring con m pames.

Implication: The obvious thing to say is that non-metropolitan
conmnin it les must be prepared for growth. A more specific suggestion
is to be careful about installing and prov-idinir public services at the
high standinds some of We newcomers front Aan areas maycall for.
Sonia :,erv ices can appropriately be provided at lower levels in reflec-
tion of lower population densities and smaller concentrations. But this
is not an easy matter to decide. whether viewed from an engineering,
public administ nit ion or I umfit ical standpoint.=

e. Movements within metropolitan areas.Within metropoliian
areas, the suburbs continue to grow faster than their tentral cities/In-
deed, many eent ral cities are still losing populatio'n. In sonic citi7s, es-
pecially in (he Northeast and North Central regions, people who can

:See ens relmrt. "Rural Aelopment An Ovenle " Sennte Committee onAgrieulture
OM) also Urban Land Institute. "Growth and Change In Itural America 41979).
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11107e-SteilitblYe opting out- ChOOSi ng satirbâti rbSidenceiTta all-wa-
in their means. Left behind are the least mobilethe most disadvan-
taged and helpless members of society. Wlukt about "gentrification?"
A.re not the afIluent suburbanites mom ing into the cities in droves and
reclaiming the old neighborhoods? Tho answer is no. Gentrification
the renovation of older houses and neighborhoods in cities by well-
heeled gentry types is occurring in sonic cities and in some neighbor

i
-

hoods, but-it s a very selective and limited process. It is taking place in
cities like Washington, D.C. and San Francisco where there is a sub-
stantial job and cultund base in the center city, but even in these cities
it is only certain neighborhoods in which renovation is concentrated;
many sections of older cities remain untouched by and unattractive to
upper income homeseekers.

che suburbs remain the prime residential choice of middle and upper
income fiunilies with children. Anthoily Downs of the Brookings
Institution argues plausibly that the middle-band suburbsare the most
attractive for -such pcople, especially in light of rising energy and
transportation costs. The relatively higher rises in home and land
prices in such suburbs appear to lend credence to this view. So subur-
ban growth will continue, but perhaps at a slow or rate. And some
older suburbs are taking on problems of the central (AO : rising mu-
nicipal sell ice costs, fiscal strains, and concentrations of minority
residents.

Considerable dem elopment is also oecurring in the far suburbs of
large metropolitan areas. Fringe communities, in some cases just, out-
side the official metropohtan boundaries, are atti.acting people who
want single family homes but cannot afford the more expensive
suburbs. Typically, they are in occupations that do not. require daily
trips to the very center of the metropolis, although man3 people w ork
in the metropolitan aim Some, for example, are in the bialing or
sell ice trades; the), drim e to job sites that are shifting and accessible
by outer belts that now ring the metropolitan areas.

Implication: Central cities mm ith large concentrations of disadvan-
taged residents and crodingtax bases will continue to look to the Fed-
eral Gm eminent for financial and economic aid. Some alum suburbs
aro joining the clamor for help. But with rising costs of municipal
berm ices emery w here and publie senthnent to hold (low n taxes and
spending, the cities am faced w ith a pH iod of bm It tightening and far-
ther cutbacks in services.

PoeuLvrioN Siurrs AND FEnrmar. POLIC'Y

The Vnited States does not have a consistent set of policies with
it3;ard to the distribution of population. I Iistorioal ly, there has,been a
high prt mium in this count r3 on freedom foi the indim idual to choose
his or hei residential !mat ion. Aniericaiis are probabl) tIle most mobile
of all people in terms of housing: on average, we mom e two to three
times as frequentl3 as 'Western Europeans. And Federal supports for
lionsii,g and hansportation generall3 facilitate this high mobilit3. In
the 19th c.mt ur3 it was lam ish land grants to railroad builders to open
up the west, and free or inexpensim U land to intik iduals Wing to
mom oi into the hinterland and take np a Inanestead. In the 20(1, cent u ry
We have invested billions of Federal tax dollars in an interstate high-
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way system and instituted variousAypes of guarantees and tax bene-
ffts to encourage mortgage lending and borrowing for the purchase of
homes. /

In the last several decades the Federal Government has attempted to
encourage planning for community development and public invest-
ment on a metropolitan or areawide basis, with sonic limited success.
Federal policies were also adopted to renew or rehabilitate wornout
sections of cities and towns. To some extent this involved displacement
of lower income residents by higher income newcomers, arousing re-
sentment and resistance. Subsequently, urban renewal policies were
modified to encourage relmbilitation for the same income groups resid-
ing in older neighborhoods and to provide more housing assistance
for people with incomes below the community median.

Some argued, however, against this type of Federal aid as actually
perpetuating economic and raciarghettos and instead urged dispersal
of the urban poor among the larger population. This controversy is
by no means settled. Moreover, there is a broader question of priorities
for Federal financial support. At present, the Fexleral Government,
through tax preferences for homeowners, helps far more middle and
upper income families select their preferred homes and neighborhoods
than the number of poor families directly assisted by Federal hous-
ing subsidies.

Federal policymakers have not directly addressed the issue of
regional shifts in population and industrythe Snow Belt versus the
Sun Belt. Some forinulas for. Federal fund distributions favor the
older cities, many of which are in the Northeast and Midwest. But
Federal defense spending on installations and procurement probably
goes more into the South and West than the colder regions. On the
whole, present Federal policies and actions on regional population
movements tend to permit market forces imd individual preferences
to Work their way, and these are encouraging people and Industry to
shift to the Sun Belt communities.

4. POPULATION PoLicus OF LoAr GOVERNMENTS

A declaration of urban policy by the Federal Government is one
thing; a implementation by local governments is another. Federal
policies in the late 1970s sought to induce dispersar of the poor and
minority families throughout metropolitan communities. But many
perhaps mostsuburban communities do not really want poor people
as residents. So they erect restrictions that effectively frustrate Fed-
eral objectives. Fiscal zoning is a traditional device of some local gov-
ernments: standards for residential development are set so high and
costly as to effectirely screen out families of moderate or low income.
The restrictions can take many forms: two-acre minimum lot-sités,
minimum floor area per living unit, prohibitively expensive street and
utility requirements or dedications of land to the community required
of the builder. Some local governments adopt slow growth or no
growth policies assertedly to protect a fragile natU'ral environment.
Sometimes, however, restrictions on construction in the. nmne of envi-
ronmental protection may simply mask a desire to preserve the. status
quo fot the present class of residents.
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Similarly, many localities prefer to go it alone or even do without
when it comes to sewer facilities, air pollution control, waste removal
or other public services. Some of these services are characterized by
economies of scale either in the physical investments or the technical
know-how to deN clop and operate them. Federal agencies have tried
to induce localities to enter into joint or cooperative arrangements.
and have made some Federal loan and grant programs contingent upon
such collaborative efforts. But the impkinentat ion of such Federal re-
quirements is not automatic. There is a continuous tug-of-war between
national objectives of efficiency, equity and equal opportunity as per-
ceived by Federal legislators and administrators and the desire for
local control and flexibility on the part of local officials. Under the
Reagan Administration, however, Federal involvenwnt in such mat-
ters is being curtailed, and more discretion is being left to State and
local officials.



CENTRAL CITY ISSUES

By Robed Reischauer* **

1. INTRODUCTION

\?The past 25 years haven't been particularly good ones for central-
city finances. I was asked to speculate about what the next decade
might hold in storemore of the same, a period of rejuvenation, or
what ? In particular, I was asked to discuss whether or not the demo-
graphic factors that others have reviewed for you in this volume will
significantly affect the future 4 central-city finances.

-Anyone who speaks about entral cities always begins with a caveat,
and I will maintain that uadition. The cavelt is that central cities
are extremely varied and defy generalization?: Some are quite small,
almost bucolic in nature. Places like Asbury, Now Jersey, and Deni-
son, Texas, are classified as central cities although they had fewer
than 25,000 inhabitants in 1975. But even the big central cities vary
greatly, making generalizatioqs difficult. Houston and Dttroit each
had about 1.3 million inhabitants in 1975; yet their circumstances
arid problems are quite dissimilar.

2. POPULATION LOSSES IN MANY CENMAL CITIES

Now that I have covered myself with the obligatory caveat, I will
make some generalizations. First, I will say a few words about past
demographic trends in central cities because I think future trends will
be quite similar. The most significant demographic change of the past
three decades, of course, has been the tremendous population loss that
has occurred in many central cities. The populations of many large
cities peaked around the beginning of the 1950s and have been declin-
ing ever since. Some cities have lost significant numbers of people. St.
Louis has lost over 45 percent of its 1950 populations, while Buffalo,
Cleveland, Detroit and Pittsburgh have lost 35 to 40 inrcent of theirs.

These population losses wouldn't have been so painful if they had
been evenly disbibuted, but the losses were concentrated largely among
white, middle-income and middle-age groups. This uneven distribution
of losses has resulted in city populations that are poorer, h.ore non-
white more aged, and have greater numbers of single-parent families.

A digression is in order at this point. Often when people think about
populapon losses they picture more and more people packing their
bags, selling their honies, and moving out. In fact, the rate of departure
may stay relatively constant. What usually happen. is that people
don't move in at the same rate, or babies aren't born as often. A second
point is that the demographic trend need not be what the mathemati
cians refer to as a monotonic function. Overall, middle-income and

'Senior Vice President. The Urban Institute.
This pnper wns written while the author Was Deputy Director. the Congresslonni

Budget Office.
(37)
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richer ilople may be-leaving-cities and poorer people-staying. Yet-the
pattern need not be quite the same everywhere. One study of migration
trends in the District of Columbia found that in 1965-75the last
period for which we have good income-related migration datathese
generalizations held, but that there was at the same tithe a net in-
migration of the richest income class. This occurred at a time when the
flight of white and middle- and upper-income people was at its peak
in the District of Columbia. In other words, the factors affecting
middle- and upper-income families weren't dominant among the rich-
est groups.

3. ECONOMIC CHANCES AND JOB LOSSES

Along with population losses, there have been significant shifts in
the economies of central cities that have consequences for their fiscal
situation. Many of the older cities have experienced significant job
losses. In Newark, Cleveland, St. Louis, and Detroit, an average of
three percent of the jobs have disappeared every y7ear since the early
1970s. These aren't smalllosses; the job base is hemorrhaging. It is
mainly the manufacturing jobs that are disappearing as big cities be-
come more and more heavily, service-oriented. Tho nature of the serv-
ices in which they specialize is also changingshifting toward services
that require highly educated people. The retail sales jobs that formerly
employed many low-skilled city workers are moving, along with the
middle-income people and their purchasing power, to the shopping
malls in suburbs and in the non-metropolitan areas.

4. Tim GAP BETWEEN FISCAL CAPACrIT AND SERVICE NEEDS

The fiscal consequences of these demographic and economic trends
of the past few decades are fairly obvious, but they are not easily quan-
tified. The fiscal health of cities is best measured by the gap between
what might be called a city's fiscal capacityits ability to raise reve-
nuesand the service needs of its population. These concepts are very
hard to define, let alone mea,sure. Even if we could define and measure
them well, that would not be the end of our problem ; we are not intef.-
ested in their absolute levels, but rather the comparative levels and
needs of the surrounding areas with which the city competes as a
phicato live and do business.

To the extent that we are able to measure. it, the fiscal capacity of
big cities has tleterionted Iery markedly over the last 30 years. Going
back to 195(1, thejiht al capacity of many large eentiml cities then ex-
(retied that of their suburban surroundings. Today the pattern has
been re ersed in the older metropolitan areas. Property taxes still ac-
t ount for the great bulkabout 43 .percentof locally raised reve-
nues. As htudieh haN e dearly shown, property tax valuesthe base of
the 1'ropert3 tax a ry imemely with population loss. in places where
the loss has been greatest, the property tax lmse has shoun the least
growth.

Something else has been occurring along with the relatile dmline
in the 'novel t3 tax int:w. Tlw ability cities once had to export their
tax bui (lens has been eroded. 'noir ability to export taxes to subm ban
areas and to other pal ts of the country has been diminished by trans-
poi tat ion and communication rel olnt ions. No longer do citics have a

1
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captive tax base that. they can lay heavy burdens on without fearing
that the tax base may leave.

5. WHERE HAs THE MONEY COME FROM?

As their relative fiscal capacity has fallen, how have cities been able
to pay for the substantial increase in serv ices or at least expendi-
tures- ov er the hist several decades? The first answer is that cities
hay e turned to other sources of rev enue such as sales and income taxes,
as well as an assortment of fees and charges, to offset the sluggish
growth in their property tax base. The second answer is that their
tax effort has risen- -they are taring themselves more heavily. The
average declining city now taxes itself at about twice the rate of its
suburban areas, in terms of an effort measure. The third answerone
that may be most important from a congressional perspectiveis
that there has been a tremendous increase in government aid to these
cities. In dollars, the biggest chunk, of course, has been State money.
In percentage terms, the larges;, growth in aid has come from the
Feueral Gov ermnent. Back in 1050, only a tiny portion of the budgets
of major cities was drawn from the Federal till. Now about 12 per-
cent represents direct Federal intervention of one kind or another.
Some researchers have found that when we include indirect Federal
aid that is, Federal money that passes through the State govern-
mentssome cities like Cleveland have drawn up to 10 percent of their
rev enues from the Federal Government in certain years. Revenue
shin mg, community dev elopment block grants, urban development ac-
tion grants, local public works, countercyclical revenue sharing and
CETA are among the sources of this largesse in the past.

limy per% ask e the Federal role i's can be seen from a Department of
the Intel ior estimate that one-third of the parks and recreation budget
of the ay erage large city is financed, directly or indirectly, by Fed-
eral monies. One vv ould not think of parks and recreation as an area.
in which the Feds were heavily involve.d.

6. THE DECADE AHEAD

With this as background; let ine talk briefly about the next 10 years,
specifically about the impact on city finance of demographic shifts.
My hypothesis is that the trends that we've seen in the last 30 years will
be slovv ed somewhat but will not be reversed. The cities will experience
continued population losses, but at a slower rate. One reason for this is
that the folks left in the cities are less mobile. The fraction of the
centi al city population that is non-white will continue to grow. Non-

hittti hay e higher birth rates than whites so that the regenerative
povvei of the populat ion vv ill be somewhat larger than was the case in
tIm past. The influx into the city of people between the ages of 20 and 30
vv ill cohtinue; they have more of a proclivity, or less of a disinclination.,
to big city life. As this grog) grovv s older, however, suburban life will
begin to look more appealing.

Mom eov em, market fomes are at work to slow the decline of the cities.
As people leave, housing gets relatively cheapto the point where, at
mile price differential, i)eople are willing to take city life over sub-

urban li ing. Furthermoie, cities %%all lower populations become less
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congested, URI possibly-less crime-riaaen and p-011utedlin short, they
may become more desirable places to live.

Tlie compositional trends of the past are also likely to continue. This
means that large cities in 1990 will have populations that, relative to
the population as a whole or the situation today, an3 older, blacker,
poorer, and more heavily composed of persons needing government
services.

The economic trends of the past are also likely to continue, Cities will
experience a-continued loos of jobs,inanufacturing jobs in particular.
This trend will be-affected by the regional shifts that are taking phtce
today, tip until about 1975, many cities wore experiencing )ob and
economic losses within their own boundaries, but few of the cities were
in metropolitan areas that were also declining. In other words2many a
sick city was in an area or a regional economy that wasn't on its death
bed. Now, the declines in jobs and people affect significant numbers of
metropolitan areas as well. This seriously restricts the alternatives
available to the people within the cities and limits the resources upon
which the affected city governments can dram.

The decontrol of domestic oil prices, and rising energy costs in gen-
eral, will affect the economies of cities in the various regions of the
United StAtes in different ways. Hardest hit will be the factories,and
economies of the older cities of the Northeast and Midwest. It seems
likely that the recessions we experience in the 1980s will be similar to
those of 197345 and 1980, which were more severe than the aserage
postwar recession the deep, prolonged recessions of the 1970s took-a
serious toll from cities with older industrial bases.

Such cities will be able to draw little solace from Federal tax and
investment policy. The Nation is currently concerned with slow pro-
duetivity and economic growth, and it is likely that new goverzum3nt
policies to stimulate investment will be adopted. It is hard, if not
impossible, to design policies that Ahnulate new investment without
creating ineentives to shut down old faCtories, those located in the
declining cities. As a result, absent special efforts at central-city rejuve-
nation, Tittle of the new private investment is likely to be located in the
declining cities.

7. Ti inEs MAJOR Fo

Now let ine raise the question of whether these factorspopulation
com posit imml hanges, and job losse,swill be the forces deter-

mining the course of mntral-city finances during tlw (kende of the
Eight ies as tlwv did diirhur the Seientks. ansoer to this question
k no. Rather, three other forces are going to be more important.

a. The Eronmny.The first of these will be the general economic
,it Hat ion. The &ea& mill probably be a period of ver;v high inflation
and .10w economic growth. That will have 8 pmfound impact on limp-
rty taxes upon which local go% ermnents rely. Propefty taxes are very

hard to adjust to nipid elm nges in nominal pricesprices that hal o
inflation built in. It is hard to develop the capacity or the will to re-

alue the property continually .vhen the value of the property is
cluinging rapklly in nominal ternis but not as rapidly as it is elseo here,
and when taxpayers' incomes aren't rising in real termsthat is after
the inflation is factored out. Central cities nuist. then impose iiigher
effect i% 0 tax rates; yet many of their residents won't have the ability to
pay the higher rates.

4 8
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Ifigh inflation is also going to wreak havoc with the wage deter-
mination process in the public sector. This will hit big cities particu-
huly. beeause they have highly unionized labor forces. City.managers
and government V orkers face no market tests for their se.rvices. They
will tend to focus on what is a "just- wage settlementthat is, one
that w ill at least keep pace with inflation. There w ill always be groups
of w ui lwrs in the private sector who make out well relative to inflation.
These will be used as reference groups to put pressure on city govern-
ments to make wage payments that exceed their capacity.

Rapid inflation and stagnant real wages are likely to rekindle efforts
to pass local tax and spending limitations. When real wages aren't
grow mg, tax reductions offer the public one way of getting an increase
iii disposable income. The Federal tax burden*reached its highest level
in history in 1981. While this led to successful efforts to cut Federal
taxes, it w ill also have repercumions at State and local levels. It is
often easier fin people to do something about their State or local taxes
than their Federal taxes. If this happensif progeny of Proposition
13 are borncentral cities will feel the impact more than suburban
count ies.

b. Fedend Aid.- -The second factor that will significantly influence
the fisca I conditions of central cit les during the decade of the 1980s will
be a slow grow th in Federal aid. Duringthe 1960s and 1970s there was
a tremendous explosion of Federal assistance to local governments.
Nov% , if you make certain basic assumptionsthat Federal spending
as a percentage of GNP won't grow ovea the next decade, that the de-
fense and eneig.v commitments that. our political leaders are making
will be kept, and that there w ill be no major reductions in current bene-
fit levels for entitlement programs, such as social security, unemploy-
ment insurance, and food stanipsthen the conclusion is inescapable
that the rest of the budget, including most grants-in-aid, will. have to
decline in real terms.

The shifts in political pow er that are taking place and the changed
percept ions of nal iona I in ioi it ies mean that this reduction may not be

ed w ith nnich alarm by increasing numbers of Congressmen. With
reappoi tionment and increased emphaois on defense, the interezst of
the Congress in redistributi% e aid policies that help hard-pressed cities
could be lessened.

c. Past Sins.The third factor that will influence fiscal develop-
ments in our large cities during the 1980s will be the sins of our
past. During the last few decades cities have been putting off the day
of reckoning wherever they could. That. has to come to an end in at
least t wo areas. The first, of these is pensions. There was a great. deal
Of grow th in big city employment during the Fifties and Sixties. That
work force is Iping to begin retiring in the 1980s. The vension funds
in many big cities are not fully funded and therefore will not be able
to w ithstand this de% clopment. Significant amounts of resolInTs will
be needed to meet these unfunded liabilities. Taxpayers will find that
a gi ow ing fraction of their tax bill each year is devoted to pa.% ing for
past. not cui rent, sun ices. The relationship betw ccii mu-rent taxes and
current services will thus become more remote. As taxes rise and serv
ices decline, more middle-income persons may flee the cities.

The second area w here w e are going to have to atone for past. sins is
that of infrastructure. Maintenance, repair, and replacement of the

d
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capital stock of most old cities have been neglected. Cities like Newark
are on a 300- to 500-year cycle of replacing sewers. If Newark's sewer
systhra had been built by the Romans, that might be an appropriate
schedule. But, given current construction standthls, the replacement
cycle really should be closer to 80 years. The Baltimore road system is
.now being resurfaced on a 125-year cycle, although the optimal cycle
is thought to be every 10 to 15 years.

The costs of this neglect of the capital stock of our cities will be
substantial in some places. One study concluded that if Cleveland
were to repair its bridges, that is, put them back in working order
not shine them, but paint them and do the things that will assure that
they won't collapseit would cost each of the city's residents $600.
Repairing Cleveland's sewers would cost another $345 per capita.
That's about. a thousand dollars a person just to fix up the sewen, and
the bridges. Of course, if you ever imposed that sort of a tax burden
on the citizens of Cleveland., many of them would leave.

8. SONE REAsoxs Fon Horn

Let me conclude thLs sommhat gloomy discussion by saying that
I don't think we will have a decade of unmitigated fiscal disaster in
the ceatral cities. There are three reasons for being mildly optimistic.
First, we are more aware of the problems now than we were in pre-
% ions periods. A lot is being done to understand future problems to
estimate their shape and size and the costs of alternative V% ayb of deal-
ing with them. Second, there are market forces at work that wine
pessimists tend to ignore. Our economy has sel f-correcting features. At
some point, t he price of lain! in the South Bronx fallsso far that peopk
actually want to build houses or factories there again. Labor costs,
Wising costs, and consunur prices slowly eorrect themselves in large
cit making such places increasingly attracti% e compared w ith the
suburbs. Meanwhile, the ills of the cities congestion, polka ion, crime,
decayare beginning to occur in the suburbs.

Finally, the era of exploding local services has come to an end.
There i a new realization at the Federal and State levels of the costs
that are imposed on local governments, particularly on big city go% -
ermnents, by certain Federal and State actions. Some sort of correc-
tive action will probably conic about on this front as well.

ULJ



D. HUMAN RESOURCES PROGRAMSTRENDS AND
ISSUES

DEMOGRAPHIC TRENDS AND THE LABOR FORCE

By Everett M. Kassa low* **

1. INTRODUCTION

While not the only factor, demographic trends have a significant
influence upon labor force developments. Given the theme of this
volume, I shall concentrate on recent demographic trends and how
they inky influence labor markets and labor relations in the coming
decades.

The great increase in birth rates beginning in the late 1950s and on
through the 1960s has had a tremendous impact, on the labor force,
and, indeed, will continue to influence it for years ahead. In the 1970s
alone, very largely as.a result of the inflow of young people into the
labor force and the growing labor force participation of women, the
U.S. civilian labor force increased by about 22 million people.

The decline in the birth rate that we are presently experiencing will
have a dramatic effect during the 1980s. Compared to the ..I.rowth ex-

, perienced in the last decade, the worksforce is projected to increase by
\only about 18 million in the 1980s, aid over GO percent of that increase
would occur in the first half of the decade. In other words, there will
be a one-fifth drop in new entrants. This overlooks the possibility of
changing the size and structure of the labor force by deliberately re-
lying upon higher flows of immigration. This slower growth will
change labor markets. It will change jobs. It will change wage relation-
ships. It could also have favorable effects upon unemployment rates,
productivity, and any number -of other things. And the process is, to
a very large extent, irreversible. Anyone who is going to work in the
19808 in thoUnited States has akeadybeen born.

Particularly significant in the coming decade is the projected abso-
lute decline of approximately 1.5 million in the number of young peo-
ple, ages 16-21, in the labor force. One result of the smaller increase in
the labor force in the 1980s may be a lower teenage unemployment
rate. Teen ago jobles.suess has been severe for a good part of the 1970s;
even during the so-called boom of 1977-79, unemployment rates among
teenagers hit 1048 percent. However) although fewer teenagers may
lehben overall teenage unemployment in the 1980s minority teens will
probably continue to experience unemployment difliculties. 'Unlike the
birth rate for the white population, the birth rate among minorities
hat, eontinued at a fairly high level and the number of minority young

Professor of Economics. University of Wisconsin.
Thht tower was written while the author vras Senior Specialist in Labor at the Con

gressional Research Service.
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people pouring into the labor forco wilt continue to grow during the
early 1980s, and possibly even into the late 1980s. Thus, one can antici-
pate a general employment improvement for young people, but not as
much for minority groups.

In 1981, the unemployment rate for minority youngsters 16 to 19
years of age was typically between 35 and 40 percent, while the com-
parable rate for whites has been less than 20 percent. This suggests
that a number of special manpower efforts may be needed in the 1980s.
These could include remedial manpower programs as well as subsidies
to facilitate job creation in the private sector. '

There will also be a strong demand for training and job mobility
assistance programs. If even part of the electronics technological revo-
lution which futurologists promise for the 1980s comes to pass, mil-
lions of workers could be displaced, while additional millions will be
needed to fill the new jobs in electronics and comthunications. The con-
tinued decine and structural transformation of automobile and steel
employment in the 1980s will also strain existing training and mobility
resources.

To address the persistently high unemployment rates for young
people, policies are needed to improvti the transi_ion from school to
work. For a variety of reasons, this process seems to have become much
more difficult in the last decade or t wo and there is growing interest in
ways of easing it. Curriculum changes in secondary schools that empha-
size opportunities for work experience offer one means of smoothing the
transttion.

Such changes would be especially important for teenagers who are
not college bound. These young iteople often have problems with their
first job placement. One drawback a stressing the vocational aspects of
secondary school for such youngsters is that it can intensify class dif-
ferences m the society. However, some reform of secondary education
seems needed to make classroom experieni:es more relevant to thp job
markets faced by young people.

3. ALL-VOLUNTEER ARSE)"

Another aspect of the decline in the numbers of young people is the
impact upon the military manpower pool. The size of this pool is some-
what ambiguous, but the best data we have suggest that *there will be
about 25 percent fewer young people aged 17 to 22 as a group available
for militaiy service in the vOlunteer army by 1991 or 1992 than were
a% ailable in 1977 or 1978.' This 1,hrinkage of the a ntilable pool curries
the tlweat that tho volunteer army might not work in the future, and
that we might have to resort to the draft or develop other niterna
t i includi lig a-better pay system for t he existing people in t he mi Ii

more intent i% es for ret nI istment, some change of the military re-
tirement s3stent to le&sen incentives for early retirement, or a greater
use of women in the armed services. Increased induction of women
uns up against tmlitiolts and rah,es some military worries of a !trac-

t ka I nature as w ell as legislathe concerns. lint there is e% idence to
suggest that i f the harriers were let down, more women would volun
t('er for the armed services.

I Th... est !mates are Wised on Martin Biala nn I Shirley J. Itnch. "Women nnd the
Military" (WaahIngton. D.C.. The Brookings Institution. 1977. op. 05-71).
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4. WOMEN IN TII,E LABOR Vont;

Ono of the most striking demographic devel opmeAts since the Second
World War has been the he ivy flow of women tab the labor force.
This influx on the order of 1.5 percent per year in the female labor
participation rate has been lescribed as a quiet revolution. Thitt num-
ber is not small : a 1.5 perceh increase represents a shift in the status of
over a million people. During the entire post-war period, rarely, if ever,
wow ) ear-to-year changes in the participation 'rates of males as great
as .5 percent. Thus, the chanke in the female labor force participation
rate i two to three times the change in rate for malesa truly striking
di fference. . .

The result is that the labor force participationrate for Women rose
from'about 31 or 32 percent at the end of World War II to 52 per-
cent by 1980. How much higher can it gO? Pr6jW'tions that tlm female
participation rate in the labor force might reach 60 percent by 1990
seem reasonable. It is estimated that tw9 out of (Nay three new
entrants in the labor force in the 1980.'s will be women. The causes of
this are soniew hat speculatis%e, but inClude social factors such as the
women's movement and the possibility of moreid better job oppor-
tunities. Fewer 'chihlren, child-bearing at a later age, and, improve-
ments in birth control techniques also contribute to the greater avail-

, arulity of women for paid employment.
As women's attaclunent to the labor force beconies more permanent,

jobs %% kh better pay and promoiianal opportunities Will develop for
lartz'er numbers of women. Tho continued.growth of the service sector
it ihe American economy, the sector which has always employed more

women than men, also means more job opportunities for women. Part-
time work is also likely to expand further, and this would also en-
hance female labor force participation. Women already hold close to
two-thirds of all part-t hne non-agricultural jobs.

While not. the only reason, inflation accounts for a significant por-
tion of the labor force increases observed for women in tbe 1970s. The
contributions of these new workers to family income helped to prop
up househohl purchasing power in the face cf double digit inflation
rates.

The ramifications of a steady inflow of women into the lahor force
are many. It. will keep the birth rate lov, as women in the labor force
aro less 'likely to intermpt their careers to have clAlren and raise a
family. Those who have childun and want to entd or re-e.nter the
work force will add to the demand for child care facilities. There will
be continued pressure to bnprove the treatment of women, whether
in pro% iding more equal benefits under the Social Security system, the
Fmual Rights Amendment, or specific affirmative action programs.

5. PoomvrioN POLICY

The !ewer birth rate also affects the characteristks of the labor
force. Whether there will be enough' concern to make the United
States conAder adopting a formal population or demographic policy
is difficult to know. A number of aropean countries have instituted
measures to encourage family formation, _such as children's allow-
ances and housing subsidies. In the United States, demographic policy

A
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could encompass a redirection of immigration policy, possibly by
using immigration to meet 'labor force needs on a more svtematic and
planned. basis. In the absence of better controls on illegal immigra-
tion than we now have, economists have predicted that any U.S.
shortage of unskilled manpower in the late 1980s and 1990s is likely
to increase the ilkga I flow. Under a revised approach, immigration
policy could at, least partly take account of specific manpower needs
while retaining the traditional emphasis on family unification and
other humane and social objectives.

6. OLDER WORKERS

Turning to older workers, such factors iss social security, private
pensions, and possible employment discrimination have caused labor
participation rates especially among, males, to move steadily down-
ward. For example, the participation rate of mon aged 55 to 64
dropped from 87 percent in 1959 to about V percent in 1980. For men
65 and over, 34 percent of them were in the labor force id 1959 com-
pared with 19 percent in 1989. Should actions be taken to reverse that
trend, as the burden of supporting the aged grows for the Fest of the
populatioiV In the final analysis, those who work pay for the sup-
Tort of those who don't work. Whether you have taxes for soeml
sedulity or not,y on take resources out of current production to feed,
clothe, and care for the health and well-being of the non-working
population.

On thu assumption that the birth rate in the 1980s will resemble the
historieally law rate of the 1970s, after the turn of the century the
ratio of the dependent aged to the population as a whole will grow
substantially. Should we try to encourap the aged to work more as
time goes on, especially as their health continues 'to improve? The
law extending .the age for mandatory retirement to 70 rather than
65 is a step in that direction. The effects of this change on behavior
aren't clear, although the decline in the participation rate of the
elderly may almost have halted. There may also be interest in rids-
ing, over aperiod of tuenty years or so, the regular legal retirement
age for social security beneiiciaries from 65 to 68 or 70 years.

-By far 'the greatest propoition of retirements in the 1960s and 1970s
was voluntary, Additional tax incentives and sonic restructuring of
the burden of fringe benefitswhich are iery high on employers who
hire the elderlycould help to expand employment opportunities and
persuade older workers to stay in the labor force.

Somewhat offsetting any 'burden of supporting the aged, is the
relati% e decline in the number of dependent children, as a result of
lower birth rab.s. The net effect of these diverging trends suggests
this burden on those with work is not likely to increase very sig-
nificantly as a result of Ademographic factors.until the second decade
or so of the t wenty-firt century, when the proportion of the retired
aged in the population is expected to rise dramatically.

7. Pitim-Aca: Minims

In contrast, the sizable in.iddle cohort (covering those aged 25 to 44)
has encouraging economic unplicat ions. While the lumber of new en-
trants goes down, most of the people who remain in the labor force are
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incy% ing into the middle, -prime" age cohort. They are, colYsidered
"prime because the) are usually regarded as experienced workers
stead), dependable, and at the height of their productivitY. They also
experienc e. less unemployment than other groups. The age o-roup 25
to 44 constituted about 45 percent of the labor force in 1979 an% should
«nolo Ise :Ai percent b) 1900. This incease should help toi:e produc-
tivity and economic growth and lower unemployment.

IfoaeNer, there are some problems. This cohort has usually enjoyed
rapid promotions, s ith higher wages reflecting accumulated job ex-
perience and access to supervisory positions. in the 1980s, however,
its members %%ill he so numerous that competitionlor such opportuni-
ties %%ill become intense. As there will be fewer young people to super-
% Ise. the number of supervisory openings will be small relative to the
size of the prime age cohort. Thus, there may be a. smaller wage ad-
% mato.%) foi this group than has historically been the case. The gen-
era ) reduced-opportunities for ndvancement may result in- greater
dissatisfaction %%ith mirk, and perhaps higher nites of unionization
among t his group.

S. "HumANiz,vflox" OF WORK

Tins leads us to the whole question of work, and how its meaning
and character ma) change. Reports repeatedly suggest that large num-
bers of workers ale dissatisfie( with the nature and cluiracter of the
work the) are doini.. From a third to 40 percent steadily report that
t lte, ii 10 work'aig beneath their full skills, that they have very little
responsibility or control over their work or room for creativity. Some
companies and some unions are beginning to recognize this problem.
Important experinwnts are gcing on at the General Motors (:!orpora-
t ion and the Ford Motor Company with the United Auto.Workers.
In the steel Mostly, labor and management are also taking similar
,tops-- tr mg to reorganize work to pm.; greater responsibility
doss II to work groups on the shop floor. Until now, such efforts have

rgel) been fragment ed in miall company experiments. but t hey could
de% elop into an mwortant social moccutent. The redesign of work to
take account of the fact that we have a better educated work force,
twist of whidi i somee hat less fearful of a great depression than has
been the case in the past, and one which is potent billy much more
el palls e, could be one of the keys to improving proditetivity.

I losses-cr. the "humanization- of work in the I !Ws and HMOs, the
shift of greatct scope and lesponsibility to the worker, and a revamp-
ing of the typical collipan authority hierarchy will not occur auto-
mat it allv . Such changes will depentl upon new attitmles by both man-
agetn,ent a tnt lai/Or, its %%di as a (Treater ability to work together On
workplace and larger economic plZblems.
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THE IMPACT OF DEMOGRAPHIC CHANGES
ON EDUCATIONAL POLICY

By K. Forbis Jordan*
1. INTRODUCTION

In contrast to other social service program's. the governance sys-
tem in the United States has resulted in education being a State re-
sponsibility, a local function, and a Federal concern. This structure
places State got ernments between the_Ectletut government and fire
iurtualAil it en, of ea t programs and services. 'With few excep-
t ions. Federal. prograols must rel3 upon State and local governments
for the actual conduct of educational programs and services.

I I istoi ica 113 . t tvo approaches hat e been taken to implement Federal
polio in education. The "carrot" of categorical aid lots been used to
encomage educational institutions to start specific actit ities or pro-
grams. The -stkk" of legislation. regulations, or court decisions has
liven used to change the method of operation in. educational
i list it unions.

Basically, Federal funds have been used to supplement State and
local efforts. In contrast to some other program areas, the Federal
fiscal effort in education has been, relatit ely minor: Federal funds for
elementar3 and secomlary education comprise about 8 percent of the
t otal vending; for higher education about 15 percent : and for voca-
t ional education less than 1 0 percent. These Federal efforts take dif-
ferent forms. Funds for ovational and elemental.) and secondary
education are used to conduct identifiable programs. Federal finials
for higher education prot ide grants and loans to students, with lim-
ited funds for research and institutional development.

DEnomtxrinc CHANGES AND THEIR POSSIBLE 13tmers

As one contemplates the next two decades and considers the predic-
t ions of increasing unit costs for ed neat ional sell ices and the pol it ical
implications of the changing age composition of the population, edu
cation will .likely find itself engaged in a serious competition for
funds among anions social services. The drama t ic enrollment grom t h
of the 1950s and 1960s is not predicted for the remainder of the century.
In fact, demographic projections show a decline in the aire groups
t3picall3 set t\ed by education programs. Hottet yr. demographic pro
jections do indicate that elementai school enrollments %till begin to

ise slighth in the inid-1 980's. This is due primarily to an increase
in the innober'\of women in the child-bearing age rohort children or
tlw ba1,3 boom , reaching inaturityrather than an increase in the
Inunhei of childR II IsH n to each m own. Other demographic trends

'Senior Specialist in Education. Congressional Research Service.
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suggest several paradoxes or points of conflict that have potential
implications for educational policy. ,

First, the increase in the number of single-parent or two-wage-
earner families will contribute to increasing pressures for child care
services at the preschool level and extended day oare supervision for
school-age children. These pressures will come at the sante time that
tax and expenditure limitations will be forcing budgetary cutS in

x nil sen le
coe can p rchuse services from the private sector, but others will

j h and rereational programs. Parents with susi. cn
m

icient in-

not have the economic power to make this choice.
second, even though the population of the inner cities is declin-

ing, the remaining citizens often require high co ocial services.
Citato_have-higher-percenTages o t ie elderly population and
minority y midi. This latter giutip comtitutes a major employment
problem. f hey, either are not in school or are performing below the
expected level, and they are more likely to be culturally deprived and
non-Enghsh speakmg. Consequent! ', even though school enrolhnents
may be declining, costs may not de ine because of the high cost of
adequate eduLation programs for tl e -high needs" student popula-
twit and the nnpact of Inflation. Older cities have the additional
problent of a decline in available resources because of a shrinking
tax base. These :,choul districts with declining enrollments find them-
sehes victimized by one of the traditional myths of schoo! finance
a unit:ivy inciease in enrollment results in a unitary increase in costs
w ith the assumed logical corollary that a unitary decrease hi enroll-
ment will result in a unitary decrease iv costs. As the paper by Paul

0
Ginsburg aptly illustians, this may not be the case for declining en-
i olhnents. 1,, than sc'hool finance problems have been farther compli-
cated by the .scliool hnance property tax reform movement; it obeli
has worked to the disathantage of the cities because of their relative
t% ealth and the smaller propoition of their schiool-age population in
the public schools. This inflates the measure of fiscal ability per pub-
he school pupil.

Third, the vinei genet; of energy boom towns in previously low-popu-
lated inns may les* in pressures for programs like Federal impact
aid on a short-teini basis, to COM pensate for the delay between the time
that fanidies am ive and retenups are available from taxes on the
lie % industry or newly-constructed residences. Increases in State
(limb, for education to tile locality are not likely to be sufficient to pay
t he full cost of educating the additional children.

Finii tb. e% en though the we of growth for overall school enroll-
ments !nay ho e declined, som jurisdictions find themselves wit-
fronted ith vain at ional piobleias of even greater magnitude. ihe
mei ea,ing: number, of non-English speaking children and the influx
of iefugees nom ideas styli as Cuba, Vietnam, and. Haiti WW1( in
school lie,t net, hat mg to pro% ide special high-cost services ind pro-
w ,IttI,. i.allgiuore anti cult uml differences interact in a manner that
II itee-, tile Impacted ,c11001 districts to operate multiple progr*s
w hen other tik,t 1 It t:, t,111 cola inue to prmide traditional and less coins\
Pie N. educat lona 1 pi ograin..:

Fin h. e en I hough t he t y pical age group for higher education may
be -.table 01 declining:, highel education emollinents may increase with
an influx of i curve-, and !Iliadic-aged persons completing an inter-
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rupted collegiate education or pursuing avocational interests. As in-
stitutions respond to this demand, pressures will mount for greater
institutional flexibility in program offerings and scheduling. Fee struc-
tures may have to he revised so that. students pay the full costs of vo-
cational courses, but institutions mny expand the current practice of
permitting senior citizens to enroll at no cost or with reduced fees on a
space-available basis in regular chmes.

3. DEsi

Tlw interaction of these ilentographie de\ elopments with economic
and technological changes may force a critical examination of the
manner in w hich :schools operate. Interest in energy comer% talon, de-
clining enrollments, competition for funds, and awaper technology
may with flinty to changes in educat'on and schooling.Will the tradi-
timid fie-day :school week be maintained with schools also serving a
seeomlary role as custodial institutions, or will learning and the edu-
cational process change to pi mote increased Ilse of Jtome-based 2du-
cation, such as home computers, video cassettes, and cable television?
E% en though such changes might disrupt traditional lifestyles and
raise questions of how to provide day care for t wo-earner families,
pressures for energy conservation may vromote these and other simi-
tar adjustments. 'lax and expenditure limitations for public services,
:suel as Propo.sit ion 13 in California. may also contribute to the po-
tential "educational revolution** as school officials seek to curtail ex-
penditures. Inno% (aim and creatie ity along the lines hypothesized
above may emerge out of necessity.

Provisions of Public Law 94-142, the Education for All Handi-
capped Children Act, and the fiscal impact that accompanies this
latute's requirement of a "free appropriate education- for all handi-
capped ( hihlren ina v contribute to society being confronted with an-
otlier dilemma will the public schools pay the full cost of educating
aml pros iding maintenance of all handicapped persons irrespect'oe
of the se% erity of the handicapping condition or type of care required,
or should some otlwr public agency assume a portion or all of that
reponsibility? What other options might be considered?

A continuing dilemma will likely revolve around balancing the in-
terests of minintunt competencies and educational quality. During the
decade of the 60's, various efforts were made to :licrease educational
opportunitie,. Comiwnsatory programs mere provi(kd for underpri% -
ilewd 811(1 neglected children. A. higher percentage of sehool-age
person,' began to stay in school longer. Special programs were pro-
vided for needy children. but shnilar efforts were not made for the
gifted and talented. At issue is whether efforts to assure that all stu-
dents possess basic sun ival skills or minimum competeiwies will
stilt in mediocre development of the most, able.

4. TH11 F ED ER A T. ROLE 1 N EDUCATION AND THE FOR NE OF Am

Of all educational areas. demographic changes may impact most, on
higher education. While the traditional age group front which higher
edit( ation enrollments usually flow will be smaller, the demand may
come from other sources w omen entering the labor force at midlife.
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retirees, and persons seeking retraining desire different educational
outcomes.

The debate about the optimimi form of Federal aid for higher edu-
cation will likely continuegrants vs. loans vs. tax credits vs. institu-
tional aid. In postsecondary education, the current Federal r
of loans and ffra ROM- ires on institutions to re-

xim student demands. One concern is that the institutions may
neglect certain academic areas because of low student demand even
though they may be considered to be of vital importance to the social
and, economic well being of the Nation.

Federal funding for vocational education provides an example of a
continuing issue over the form that Federal aid should take. Support
to maintain existing programs has been provided for decades. A major
issue is whether the limited amount of Federal funds should be used
to support existing programs or to encourage certain Federal inter-
ests such as equal access and programs for special populations. Con-
tinuingto do both at a low funding level may increase the potential
Federal leverage or control over programs, but iriay not be enough
to produce the results desired.

A.nother policy issue is the form that Federal funding for elemen-
tary and secondary education should take. Should funding continue
in the form of categorical aid for specific programs," or should con-
sideration be given to agreater use of the block grant approach that
would permit states and localities to choose more freely which pro-
grams and services to finance? Some contend that the maze of Federal
programs has become so complex that they do not complement each
other and actually inhibit the efforts of local districts tc provide maxi-
mum services to students. Local school officials complam that plan-
ning and paperwork requirements have become overlyburdensome.

Legislative requirements cf the 70's concerning maintenance of ef-
fort, the supplementary role of Federal funds, and full service levels
for handicapped.children assume that educational revenues will re-
main constant or continue to grow and that programs initiated by
States and localities will not duplicate those funded by the Federal
goy ernment. These assumptions may not be valid during a period of
shifting age composition of the population and a reduced rate of
ffrowth for both tile population and the economy.

t--



DEMOGRAPHY AND INCOME MAINTENANCE
PROGRAMS

By P. Royal Shipp*

I. INTRODUCTION

Income maintenance programs constitute the largest expenditure
icategory n the Federal budget. Sometimes called income security or

income transfers, these programs ss ill account for some If;383 billion
in 1983about half the Federal budget. They constitute by far the
largest share of "uncontrollable" Federal expenditure, because eli-
gibility and benefits are specified in the law and become treated as
"entitlements- -outside the reach of the annual appropriations process.

Although experts differ about the specific areas to be included as
income. maintenance (for example, medicaid and medicare are in-
cluded in the $383 billion figure) essentially these programs transfer
tax revenues front those who are working in order to pay benefits to
individuals and families who are not w.orking.

Program . benefit, are paid directly to individuals and families, most
often from the Federal government. States pay benefits in some pro-
grams with the Federal government contributing part of the costs.
Laws authorizing these programs establish criteria under which cer-
tain people are eligible or ineligible. In all income maintenance pro-
grams demographic factors aro important in determining eligibility
for benefits; in most programs, they are the most important factors.

While not the only determinants of eligibility for income mainte-
nanee pmgranis, demographic factors weigh more heavily in programs
w hose benefits consist mainly of cash and in-kind benefits paid directly
to recipients than in most other program. In addition to demographic
elm racteristies, income determines eligibility for some income mainte-
nance programswith health being a factor in others. But even non-
demographic eligibility factors (such as income) are usually coupled

ith a demographic characteristic in establishing eligibility. For
example, the Aid to Families with DependentChildren (AFDC) pro-
gram pros ides payments to low -income families, but mainly to single-
parent families w ith children. Social security eligibility is determined
by age and work history, bat benefit amount is affected by average
earnings ON er time, w ith low-income workers getting a larger, percent-
age of their preretirement income replaced by social security benefits
than do beneficiaries with higher lifetime earnings.

The cornerstone of the income maintenance system in the United
States is the Social Security Act of 1935. Although only 10 pages long
when enacted, compared to 555 pages in the latest "amended" version,
the original act contained provismns for Unemployment Insurance

Old Age and Survivors insurance (OASI), Aid to Families

Senlor Specialist In Social Legislation. Congressional Researell Service.
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epen ea Children (AFDC), and Public Assistance for the
Aged and Blind, the forerunner of the current Supplemental Security
Income Program for the Aged, Blind and Disabled (SSI).

Since enactment of the Social Security Act in 1935, the basic struc-
ture of the programs has changed somewhat in response to demo-
graphic, and other conditions. It is likely that programs whose par-
ticipation and costs are largely determined by demographic charac-
teristics will continue to change in msponse to demographic changai.

The difficulty of making projections about future characteristics of
ti.e population should not deter analysts from thinking through the
unplications of possible future patterns. While all income mainte-
nance programs will be affected by demographic changes in some
ways, the discussion here will be limited to likely programmatic im-
pacts of four important demographic changes.

In recent months, social security's financial problems have domi-
nated repoits about this progl In which transfers $11 billion to 36
uiiillion bmeticiaries each momh. Action was taken only 5 years ago to
sok() social security's thiaminl problems through the end of this cen-
tury. In 1977 the Congress enacted ilmjor amendments which would,
in President:Carter's words, "guarantee that from 1980 to the year.
2030, the social security fund will be sound."

How e% er, sulThequent Cougresses have faced conthming financial
difficulties and are currently faced with the likelihood that even by
combining resources of the three trust funds there will be insufficient
funds to make payments thmugh the middle of this decade.

This shortfall is referred to as social security's "short-term" fi-
nancial problem. and arises because of adverse economic conditions.
The unemploymnt rate has stayed higher than expected and increases
in prices ame outstripped wage growth since 1977. High unemploy-
ment drains the trust funds because it means Unit fewer workers are
paying payroll taxes. Furthermore, since benefits are tied to price in-
creases wlule re% enues into the system are tied to wage increases, the
recent excessi% e growth in prices relative to wages has had a substan-
tial negative impact on the trust funds.

These serious short-term problems result from policies based on
economic assumptions winch proved to be overly ootimistic. While
demographic conditions also affect t,ocial seem ity costts, demographic
characteristics nre relatively stable and short-run inisuilculations arc
infrequent.

However, there is a second social security financing problemone
which affects the program in the long run. The reasons for this long-
term problem are clearly demographic. Of course, the extent of tins
long term financial imbalance depends greatly on economic perform-
atICV, !nit % en assuming fa% mable economic performance (which most
assessments of the long term do), demographic trends by themselves
indieate a serious problem.

This long-term denu)gniphic imbalance ha., been iecognized. Even
th the optimistic economic assumption underlying the 1977 Social

Amendnients, a huge financial deficit showed up about 40
years in the intim.. The financing arrangements of the 1977 amend-
ments implied that expenditures would exceed tax re% enues starting
in 0028.
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Currently, all the demographic news is "bad" as far ac. social secu-
rity is concerned. That is, demographic trends will lead to pressures
for larger social security expenditures and,smaller revenues. In parti-
ndar :

I. The decline in th( birth rate.In 1800 an averao.e of 8 children
were burn to each n mum who survived to the acrtse of 447After 1800, the
birth rate fell steadily. until World War II. Immediately after the
war, the birth rate rapidly increased 60 pereent to a peak in the late
1950s. Then in the next 20 years, the birth rate fell again this time, by
hal f. Today the birth rate of 1.76 children per woman is lielow the rate
of 2.1 diildren lier woman needed on a long-term basis to replace the
current population. The decline in the birth rate may mean there will
be fewer workers in the future to support retirement programs.

.1. Retirement of the baby-boom generation.At the beginning of
the 20th century, 1 percent of the U.S. population was 65 and over.
Today, this group has grown to 11 percent of the population and, when
the baby-boom generation retires early in the next century, the per-
centage of the population age 65 and over may doubie again, reaching
22, percent about the year 2035. The long-run consequenoes of a declin-
ing birth rate and an increasing proportion of retirees will include put-
ting a great strain on pay-as-you-go retirement systems such as social
seen rity.

3. Decline in mortality rate.8.--Average life expectancy in the United
States rose from about 47 years in 1900 to almost 60 years in 1930.
Ily 1950. life expectancy was 68 years and durino. the last decade
mortality rates ha% e been rapidly falling, primarily rndile to new break-
throughs in the treatment of heart disease. The increase in life expec-
tancies is particularly striking for women who, on averaffe, live 7 years
longer than men. The Bureau of the Census has predictgl that today's
life expectanciesabout 73 yearswill be increased by 2.7 years for
men and 4.0 years for women by the year 2050.

4. I ncreaees in early retirement.In 1890, 68 percent of all American
men aged 65 mid over were still in the labor forceeither working or
looking for work. By 1930, this pereentage had declined to 54 percent
and b.1 1955 was down to 37 percent. In 1976, under 20 percent of men
over ago 65 were in the labor force. This deeline in labor force partici-
pation rates is largely attributable to rctirement prognms that permit
workers to retire at progressively younger ages. While there is some

idence that economic pressures caused by inflation and better health
lia e stabilized this trend, it remains cle;!r that numy workers prefer to
ret ire as early as possible.

Tlie combination of these demographic factors suggests a bleakloug-
ei m actuarial future for social security. This is best portrayed by= com-

paring tile projected numbers of workers paying taxes to the number of
retirees receiving benefits paid foi by the taxes of those workers. This
ratio was 5 to 1 as recendy as 1960, now it h 3 to 1, representing the
mat laity of die social security system. The system has maintained this
3 to 1 ratio during all of the 1970s and it is expected to remain rehit ively
stable, increasing only slightly, for the next. 30 years. However, about
2010, as the baliy-boom generation begins to retire, the ratio declines
sharply, reaching 2 to 1 by the year 2030 and maintaining that level
until the mid-21st Century. (See chart L)

6' 2
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Number of OASI Beneficiaries Per 100 Covered Workers,
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While the number of elderly will be much greater as a percent of the
total population as demonstrated by these ratios, the percent of the
nonworking dependents who are younger (school-age and younger chil-
dren) will he lower. This may enable some resources which formerly
had been devoted to the young to be used for support of the elderly.
However, for tiv9 reasons it would 'be unwise to count on such a
solution:

1. Resistance to cutting back on expenditures on the young may
develop even thoUgh there are fewer of them. (For example, student/
teacher ratios can become smaller and/or schools can be directed more
toward adult educ,ation.)

2. Estimated expenditures per capita for the elderly are approxi-
mately three' times as great as for dependent children.

Thus, under the present actuarial projections a very large deficit
exists in the social security system for the second quarter of-the next
century. Deficits hi social security are usually described as being a cer-
tain percent of taxable payroll. The long-term deficit for the years 2031
to 2035 is currently estimated at almost 41/2 percent of taxable payroll,
which would translate into a deficit of around $57 billion per year in
today's terms.

The "long-term- is a lon,g way off, and a number of options are
available for dealing with the projected trust fund deficit. leor exam-
ple, taxes could simply be raised as necessary. On the other hand, demo-
graphic conditions could turn out to be more favorable to the social
security trust funds. If, for example, the birth rate rose or the trend
of women entering the work force continued, much of the long-term
pressure could be relieved. Chart 2 shows how sensitive the long-term
situation is to length of work life. If the trend to early retirement
were revised and the average age at retirement were raised to 6,3, most
of the long-term financing problem would be resolved.

Gj



56

CHART 2.

DEPENDENCY RATIOS
Persons of Retirement Agc
Per 100 People of Working Age
Census Series III Projection

5 0

4 0

30

20

10

RETIREMENT AGE 62

1970 1980 1990

SHIFT TO AGE 65

;00 'SHIFT TO AGE 68

0#
.00 ......00A.....C.tg

SHIFT TO AGE 70

2C00 2010

YEARS

Source: OHO Technical Staff paper

2020 2030

2. IIE INCREASING PROPORTION OF WOMEN IN' THE WORK FORCE

Ono observer luis noted, "Of all the interwoven developments of the
postwar period ... perhaps none have colored the fabric of public and
prk ate life as has the rise in female labor force participation." The
statist ics are di aitiatie. The number of working age women in the labor
force has increased from one-third to one-half in just. 30 years. It is
estimated to increase e% en inore--to 60 percent by 1990. Correspond-
ing to this. during the past t 0 years, the proportion of families with
t wo workers or more lias increased from 42 percent to 62 percent.

These denmgraphic shifts niay ha% e widespread effects on income
maintenance programs in general. o specific impaets will be dis-
ciissed briefly here.

The tt.eat meat of women under retirement income programs
piirticuhirly under social security has ret untly recek ed considerable
attention. The benefit structures of these programs, while not ex-
plicitly discriminatory, tend to rew ard certain types of w ork patterns

hich have been more typical of men than of women. Most retire-
nient income programs were designed during the 1930s or earlier

w omen were much less likely to be in the work force. Specifically,
I et irement income programs pro% ide benefits based on years of work,
continuity of work, tenure with a specific employer, and salary level.
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Many women workers do not fit these categories, and they fare less well
in receipt of retirement income benefits. While it is possible to make
changes in the programs to be more responsive to women's working
patterns, any changes which result in greater benefits going to certain
beneficiaries must be paid foreither from increases in taxes or from
reductions in benefits to other recipients-or some combination of
these.

The increasing percentage of two-earner, families raises questions
about the unemployment insurance program. This program was de-
signed to replace wages of a worker so that he and his family would
be able to survive periods of temporary unemployment without unduo
hardship. However, those families with two earners do not have the
same problem if one of tho earners loses his or her job. Under these
circumstances tho family might be able to get along temporarily on
one salary. This situation may lead to different ways of thinking about
unemPloyment insurance. The Revenue Act of 1978 brought a part of
undinployment insurance benefits under taxable income for the first
time. In explaining the reasons for this change the report of the Com-
inittee on Ways and Means states ". . . that the present total ex-
clusion of unemployment compensation benefits paid under govern-
ment programs tends to create a. work disincentive in that it increases
the incentive to remain unemployed, the length of unemployment and
tho consequent cost of maintaining unemployment coverage. Thus, for
taxpams with other income during the year, the bill subjects to in-
come tax a portion of unemployment benefits." Although two-earner
families nee not singled out specifically in this provision, they clearly
meet the criterion of having other income. Future proposals for fur-
ther changes to strengthen work incentives in the unemployment in-
surance,program could include taxation of all unemployment insur-
ance benefits. This would strengthen work incentives and could use the

same iationale of being appropriate in cases wherever tho family has
(O'er substantial income.

3. CHANGING FAMILY Co-strosrrxox

Demographic changes in family composition could have an impact
on the "means-tested" inconie maintenance programs. (These are pro-
(rrams such as AFDC nnd SSI whose eligibility and benefits are based
in part on low income and resources. As mentioned above, demo-
graphic factors such as ago and family composition also are used to
(letermine eligibility.)

The main population group served by the AFDC program are fam-
ilies with chihlren and only one parent at home. Thus the increases in
single-parent families and in teen-age pregnanciesother things being
equalinerease t he population potentially eligible for AFDC.

The number of single-parent families has increased from 8.5 per-
cent of total families with children under age 18 in 1960 to 18.9 per-
cent in 1978. At the same time, the number of children born out of
wedlock doubled to over one-half millionin 1978. The projected ratio
of total live births out of wedlock to all births increased from 5.3 per-
cent in 1960 to 16.3 percent in 1978. Not all single-parent families are
eligible for AFDC since they also have to meet the income and re-
sources test. Current poverty data indicate that these increasing popu-

60
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lation groups are more likely to be poor than is the population in gen-
eral. For example, in 1978 9.1 percent of the fmuilies in theUnited
States had incomes low enough to be considered poor. The poverty
rate for two-parent families was lower-5.2 percent. However, 31.4
percent. of female-headed fam;lies were poor.

Trends in the AFDC progrmn are consistent with these demographic
trends. In recent years the number of families receiving AFDC has in-
creased from 2.5 million to 3.5 million. However, this increase has not
been accompanied by a growth in the overall caseload, as average
AFDC family size has declined. In general, the AFDC caseload is
currently characterized by, yomiger mothers who me better educated
and who have fewer children. The proportion of AFDC mothers who
are not married has increased from 1.) percent in 1948 to 33 percent
in 1977again consistent with demographic trends.

The continuation of these demographic trends suggests that the
pment set of NN el fare progralus needn't be completely reformed since
the sy stein is designed to provide support to single-parent families with
children. It,does, however, seem likely that there will be more pressure
ta the current younger, hettet educated AFDC, mothers of children to
be involved hi work training and registration programs, to help them
achieve independence from welfare.

4. Tim TREND TOWARD TUE OLDER ELDERLY

Demographers agree that one trend which 1% ill seriously affect in-
come maintenance programs is the increasing number of the 1er3 old.
If current demographic projections are accurate, die number of per-
sons over age 75 will increase as a proportion of the total population
and of the elderly population as a whole. By the middle of the next
century it is estimated that those over age 75 will increase from 1 per-
cent at present to around 10 percent of the total population. There will
be more people over age 75 in the population at that time than there
We over age 65 now.

Females make up about two tL 'ads of the older elderly. The poverty
rate for very old women is also disproportiomitely highat 22.6 pei
cent. This rate is more than twice that for the population as a whole
and nearly twice that of the very old males.

These statistics are reflected in the current SSI popuhition. Titree-
fourths of the aged population of the SSI pi ()grain are w mum, and
a greater than proportionate shale of the SSI populat ion con;ists of
the very old.

Some experts point to the plight of very ohl women, particularly
hose liN in(r alone, as the most serious pm erty problem remaining in
the rniter States. The projected expansion of the 1ery ohl popuhition
1Nill prompt additional calls for program reform and w II cold hme
pressure on the- SSI program to meet the needs of this relatitely hu-
poverished group.

6 G



CHANGING DEMOGRAPHY AND FEDERAL HEALTH'
PROGRAMS

By Glenn R. Markus*

Changing demographic factors in America will have a major,
though somewhat uncertain, impact on the design and purpo§el of
present Federal health programs. It seems quite clear that the "tipig"
of the population more than any other single factor will pose particu-
lar challenges for future policy-makers in the health qua.

1. Cuaxor No HEALTH PROBLEMS

Not. only has life expectancy changed dramatically since 1900--
from about, 47 years at the turn of the century to 12 years in 1975,
there has also occurred a dramatic change in the concntration of
deaths by age group. Today, about two-thirds of the deaths occur
among persons 65 and older', but, in 1900, those under 15 accounted
for 5 percent of all deaths and those 65 and older for only 17 per-
cent.

Accol.npaitying this longevity there has also occurred a umjor
change m ate cause f illness within American society. Infective
and communi 'senses were the major causes of illness and death
in the population of 1900. Smallpox, diphtheria and hookworm, vir.
tually unseen lotla), were antong.the major scourges in the nation 75
years ago. A,nd the parasitic and Infective diseases that accounted for
about onpthird of the total illness costs of that bygone era have
dropped to about two percent or less of the total today. Similarly',
diseases of the respiratory system have also declined in relative im-
portance. Today, and for the fore,seeable future, we will face the dis-
eases and chronic conditions of the aging process and longevity; the
diseases of the circulatpry system; the callous neoplasms (cancers) ;
and mental disorders.

It is the "graying" of America, then, that. clearly represents a prior-
ity area for attention by future Con'gresses in the area of health.
Tbere are also other forces that will have prognon consequences in
the health field. These include clutnging-,population dispemal pat-
terns and changes in the composition and organizOion of thi:Jamily.

fowever, in order to dssess the impact of dentography on Federal
health programs, it is important front the outset to mognize that
the relationship of such prolgams to the "health status" of people is
often quite tenuous. Most major Federal heikIth programs that we
now ha% e in place, or are-now being discussed. in Congress, haVe as
their central objective not the promotion of health in America, but.
rather the economiw of the health care industry and the economic se-
curity of the citizenry that seeks help from this industry.

'Specialist in Ilealth. Congressional Research Service.
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44 care" for the aged, disabled Americans of the future? Some observers
of the present system of health care in the United States are.worried
that, as the numbers of elderly increase and their ages also increase,
so too will the demand for services that today's health industry may
not be able to provide.

For growing numbers of aged, a sheltered though perhaps not in-
stitutional environment may be needed. Will the personal care services
needed by many of these people be. available? Will such services be
pyovided at. home, or will the demand for facilities shnilar to nursing
homes eleplode over the coining decades?. -Will the way in which the
t,frovernment chooses to pay for such services shape, as it has in lhe
past, the response by the health industry to these needs? There is
probably no greater public policy challenge to future Congresses in
the halth area than the fashioning of an effective, coherent and com-
passionate long-term care system for older people in the years to come.

As the popuhttion ages, the future outlook is one . f essentially more
illness in the society. But there are also many unknowns. Progress may
be made by the year 2000 toward the reduction of disease in the 2opula-
tion, including scientific advances that eradicate or provide cures for
some of the impairments that cause long-term infirmities, such as dia-
betes. But additional scientific progress may also mean additional
lengthened but impaired lives, and more rather than less sickness with
winch our society must come to grips in the 21st century.

3. HEALTH RESOURCE DEVELOPMENT PROGRAMS

In.addition to the Federal programs that help finance the costs of
personal health services, many programs have been enacted by Con-
gress Oyer the years to increase the supply and improve the organiza-
tion and distribution of health resources such as personnel, equipment
and facilities. Changing demographic 'factors will have an impact on
these programs as well.

a. Health panpower.---Most current health manpoer policies and
programs encourage the training of manpower to staff the acute care
needs in the country. Such policies and programs seem to have little in
them to encourage students to puisue careers in such areas as geriatric
medicine, the rehabilitative sciences, or in the emotional disorders and
discomfortures of the aging proceffi. Such personnel, already in rela-
tively scarce supply, may be hard pressed to meet the future demands
for their skilis in a population characterized by growing numbers of
older people. ', .

Most personnel in the health field today are trained fo ,.. service in the
acute-care system. How can programs be changed to make careers
working with older people as interesting ana as lucrative as working
with the acutely 'II ? It will be difficult, time-consuming, and probably
expensive, to find nd impart skills needed for the treatment of patients
who have chronic and disabling conditions of an indefinite nature.

b. Health lacilitie .There are similar questions about health facili-\
t ies and other capita resources that. may be required to meet the nt ,Als
of larger numbers of oldei\ people. There is already evidence that the
acute-care hospital system is probably too sophisticated and too expen-
sive to efficiently provide basic support services for many persons whose
health infirmities stein from the natural process of aging. Most of our
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institutions are centers of technology, equipped and staffed for those
who requile and (an bowfit fi om intet %cation medicine. Most of these
facilities offer comparatiscly little for the chronically ill or the dis-
abled, Who require much in the way of "car.v..,- little in the way of
"cure."

Oul long tc 1 in (al e facilities are a collage of institutions that provide
a sr ide limp, of so-% icas to persons w ith equally wide:ranging needs.
In some communities, the is tut ing lists for placement in the "right kind
cf factlit)" can be xtenske. In other communities, an elderly person
mmains in nn acute care facility far too long, because s table alterna-
tives, including systems to support the individual less expensively ni
his own home, are lacking.

Even if sufficient manpower and:facilities are present, the major
health mit financing pro,,raigshuli paing foi many needed sel %, ices,
becausc moil serv ices ofta lack a significant acute-care health compo-
nent. liedirection and I ationalizItion off the nutjm health financing
programs is an essential part of, any coherent policy response to the
problems of mi aging America.. /

e. ( lunty;ny gtoyraphic dithfibution, --Obvious!), aging is but one
of thc factors that will con froht lwalth policy-makers Over the next
t wo in three decades. The population's changing Ina tern of settlement
w ill lad ically alter the geography. the demand, and the politics of
I walth resqume allOUlt i011. P. or some communities, the problem w ill
4 ont mile to he inadequate rcsOurces to meet population demand. But ill
other communities, the problem in the health (as in education an(1
in Wiwi areas) w ill be howi to preserve basic :en iivs, while reducing
excess capacity, such /I-, cl0silw doW n hospitals because of changes in
tlw numbet m mix of t,he loci'd population. The declining birth rate,in the United States has already had a major impact on many hos-
pital obstarieal;pediatrie units.; Imagine the consequences of a
significant (lisp( isal of populatim al% a) from the large metiopolitan
areas to smaller nietroimlitalt an I riiiiriireas.

In fact, one of Ow major short !omings of existing lwalth resource
pi 0g:tains is that tbey are "grow tl " oriented. They hale as their prin-
% ipal purpose inereases in the sup .dy of resources, ill teinui of 1 yerson-
ad or facilities. Changing denlog 111,1 iic factors, how e%ei, will stimw
late (Mule Congresses to de% ise i lid consider new programs for the
olderB redo% tion Of excess resoi rev capacity in particular locales.
Though imlitically impolmlar, constriction is being and will be
for( ed upon ma n alcas of the coulktry, simply because there no longer
exists the w herowithal economical hy to supliort the mource base of
an earlier era.

The tinii may be fast approitchin 'w hen sonw of our demogiaphi.
i all.% laised ci it eria for alliicating s .arce health resourees beds per
1,001) .population, so many MDs per MAO people- will lar% e to bl'
scrapped in favor of other critei ill.. ore regional sharing of certain
higher-cost ser% ices may he requ.red, ogether with a willingness to
move the patients to the resources rat her than the resoinces to t he
patients,

4. REat.i.xroav I li.:.sur Paomcsms
.

'

In additiop to the financing and res4 me de% cloimient inograms,
go% ernment ts tali% el involved in the la alth area as a regulator of
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much o the environment in which we live. Individuals by themselves
cannot gi ramee that foods, drugs, cosmetics, medical devices, the
water supply, and the air are safe and uncontaminated. Gov eminent
also pursues- other "public" health objectives, such as effective sanita-
tion and preventing the spread of communicable diseases.

Such reoulatory programs will be directly affected by sonic of the
demofrrapruc changes outlined earlier in this volume. For example,
the population shitts that will produce the "boom towns" of the 1990s
and beyond will focus new attention on arious human and industrial
waste problems. In the future, policy-makers will have no re.spite
from complex choices between jobs and health energy needs and
health, progress and health. Three Mile Island, Love Canal, asbestos
in the schools, lead in the paint, and kepone in the river may be only
the tip of the regulatory iceberg.

5. OTHER DEMOGRAPHIC FACTORS AND HEALTH PROGRAMS

Other demovaphic factors may have a major impact on health-
elated is.,,ues. l'he changing American family and workplaceespe-

cially with more women than ever before engaged in regular
einploy ment w ill have a profound effect on employment-based fringe
benefit programs, including health benefits.

Increasingly, the States and the Federal Government are requiring
that v arious oenent features be included as part of work-based health
programs. Other changes are extending significantly the definitions
of dependency under private arrangements to provide protection to
some individuals in the family who previously have not been con-
sidered the responsibility of the workplace. Those newly entitled to
private benefits include some people who might otherwise look to pub-
lic aid to help meet the costs of health servicescertain dependents be-
y ond their majority, such as the handicapped or retarded ; .workers
and the dependents of w orkers who are temporarily between jobs; the
dependent v ictims of the dissolution of marriage; and the dependents
of the deceased wage-earner. Many of these developments result
directly from cluulg.ng demographic factors, and may thoroughly alter
the definition of the program responsibilities for members of the
worker's family in the future.


