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PREFACE

In 1948 RAND was founded "to further and promoie scientific, edu-
cational and charitable purposes, all for the public welfare and se-
curity of ',he United States." On the basis of this charter, RAND's
mission has focused on informing public policy through research
and analysis. Since the rnid-1960s, this research and analysis has
covered a broad range of social and economic issues of concern to
citizens and policymakers at every level of government. This work,
carried out under the auspices of RAND's Domestic Research
Division, today spans criminal and civil justice, education and hu-
man resources, health sciences, labor and population, and environ-
ment and natural resources. Funding for this research comes from
the federal, state, and local governments and from philanthropic
foundations and charitable gifts.

In the wake of the civil disturbances in Los Angeles during the spring
of 1992, we at RAND began to consider how we might contribute to a
better understanding of the forces at work today in American cities
and especially in Los Angelesand how what we had learned over
the years from our research might contribute to building better
communities for tomorrow. We drew on RAND's unique assets: the
expertise of our professional staff and our extensive research and
policy analysis over the years on a broad range of issues affecting our
cities and their inhabitants.

This collection of essays, written by some of RAND's most-distin-
guished analysts, represents a contribution to the local and national
debate on key issues that will shape policy in the coming years.

Ill
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RAND does not speak with one voice, but many; what we have in
common is a commitment to professional excellence and a dedica-
tion to sound, thoughtful, and innovative public policy. We offer this
volume in that spirit.

James A. Thomson
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Introduction
James B. Steinberg and David W. Lyon

Over the years, the problems and challenges of America's cities have
captured the attention of some of our most insightful social analysts
and critics. Their research and commentary have challenged the na-
tional conscience and stimulated the public and government to seek
new and imaginative solutions. What we now call urban policy has
been shaped, not only by elected officials and civic activists, but by
the timely and trenchant ideas of observers ranging from Jacob Riis,
Jane Addams, and Upton Sinclair to seminal writers like Jane Jacobs;
Kenneth Clark, Michael Harrington, and Daniel Patrick Moynihan, to
name but a few.

The civil disturbances in Los Angeles in April 1992 brought home to
this community and to the nation the serious continuing problems
facing our large urban centers. With its echoes of an earlier outbreak
of violence a generation ago in Watts, these events led many of us at
RAND to ask ourselves some questions: What in our city and in our
nation's cities has changed since the summer of 1965and what has
not? Are the problems of today fundamentally similar to those we
have struggled with for decades? Has government policyfederal,
state, and localmade things better, worse, or has it been mainly ir-
relevant? What lessons have we learned from past government pro-
grams and policies that can help us do a better job in the future?
And, finally, of special concern to a place such as RAND, how has re-
search contributed to understanding our cities' problems and to de-
vising innovative solutionsand what crucial questions remained
unanswered?

This book is the result of our questioning. We turned to 19 RAND
analysts who have conducted extensive research on social policy and
asked them to reflect on the current issues facing our cities and our
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2 Urban America

cities' people. The book does not attempt to address systematically
all the issues that properly belong on the urban agenda; rather, it fo-
cuses on three broad areas where we at RAND have developed spe-
cial expertise: children, youth, and families; crime and criminal jus-
tice; and public services and social welfare. Taken together, the
book's essays increase our understanding of what our citiesespe-
cially our city, Los Angeleslook like, how they work and why often
they don't work, the problems their residents face, and the dynamic
trends that will shape their future.

The authors offer some innovative suggestions about how we can
meet the challenges of the 1990s and beyond. Equally important,
they identify the limits of our knowledge and the uncertainties that
face policymakers. And the prescriptions they offer transcend con-
ventional ideological labels.

II

Despite the diversity of topics and perspectives, the following com-
mon themes emerge from these essays.

I. The range and scope of our cities' problems have, if anything, grown
over the last three decades. As Julie DaVanzo, Georges Vernez, Paul
Koegel, and Audrey Burnam show, cities now shelter a growing pro-
portion of our nation's poor, the undereducated, immigrants, and
the homeless. Lynn A. Karoly describes the widening income gap be-
tween the richest and poorest in our nation, and DaVanzo shows the
scope and effects of poverty on America's childreneffects that are
particularly severe in inner cities such as the South Central area of
Los Angeles. DaVanzo demonstrates that, in many cases, family
poverty goes hand in hand with the breakup of the "traditional"
two-parent family. This demographic trend is most advanced in
our cities, exacerbating the problem of urban poverty and bringing
with it a number of serious economic and social challenges. These
changes in income and demography are placing an increas-
ingly heavy demand on public services, ranging from public safety
(Petersilia, Reuter/MacCoun, Greenwood), to health care
(Tranquada/Glassman), to education (Hill).

2. Through a series of deliberate federal and state policy decisions over
the last three decades, local governments, especially the governments
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of cities and urban counties, have been forced to assume increasing
responsibility for meeting these rising demandsbut their financial
capacity has not grown correspondingly. Local responsibility offers
some important benefits, including the ability to experiment and to
adapt policies and programs to unique conditions, but it also creates
a serious problem because urban jurisdictions have the hardest time
marshaling resources to meet the clamor for services. As Robert A.
Levine and Barbara R. Williams explain, the decentralization of
urban programs (after the "categorical" federal grants of the War on
Poverty) was designed to strengthen local governments by giving
them a greater say in program operation as well as the funds needed
to help do the job. But when the fiscal squeeze occurred, the funds
disappearedfirst federal support, followed more recently by state
cutbacks. Yet the responsibilities remained. But there are limitations
on the cities' ability to pick up the taboften self-imposed as in the
case of California's Proposition 13. Preston Niblack and Peter I.E.
Stan show the effects of this squeeze on urban government's
resources. It is a story that will be familiar to even the most casual
reader of lc-al newspapers in California and elsewhere: broad-
ranging service cutbacks in the face of constant or in some cases
growing demand.

3. Many urban problems are beyond the reach of local government
action. Some of the problems facing cities are attributable to changes
in federal government policy, including immigration (Vernez); hous-
ing (Koegel/ Burnam); health insurance, especially for the indigent
(Tranquada/Glassman); military enlistment (Hosek/Klerman); and
more broadly, trade and macroeconomic policy, which affects not
only the overall levels of employment opportunities (Levine/
Williams) but also the mix of skills and regional labor demand
(Karoly). Other urban challenges are attributable to broad social
changes, for the most part beyond what any level of government can
affect. These include changes in family structure and composition
(here discussed by DaVanzo and Ellickson but also in a recent RAND
book, New Families, No Families, by Frances K. Goldscheider and
Linda I. Waite), drug use (Reuter/MacCoun), and attitudes toward
crime and criminal sanctions (Petersilia, Greenwood).

4. The problems that cluster in our cities most immediately affect the
most-disenfranchised members of society, those who have the least
political clout to gain support for effective policies to meet their needs.
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The essays in this book largely concern groups within our society
who are either disenfranchisedchildren, immigrant noncitizens,
the homelessor those who do not participate effectively in electoral
politicsthe poor, the undereducated, the mentally ill, substance
abusers, and the like. It is not surprising that, in the competition for
scarce government resources, their problems often take a back seat
to programs that serve broader, politically more powerful interests.

But from a broader perspective, the public has a substantial incentive
to support cost-effective solutions to the problems of these groups be-
cause, at least in some cases, failing to do so imposes significant social
and economic costs. Altruism and human compassion have been im-
portant motives in American social welfare policy, although in recent
years two presidents have challenged the division of responsibility
between the public and private sector to meet these human needs.
But some of our authors suggest that government involvement in
social welfare programs can be justified on a more pragmatic basis.
The public as a whole would benefit directly from programs that, for
example, reduce crime and juvenile delinquency (Greenwood);
provide more cost-effective health care for indigents (Tranquada /
Glassman); limit the multiple costs imposed on society by home-
lessness (Koegel /Burnam) and drug use (Reuter/MacCoun); and
enhance the productivity of today's youth, who will become
tomorrow's workers (DaVanzo, Ellickson, Hill). The need to find ef-
fective solutions is particularly compelling for the problems that af-
fect children because failing to act now means more serious and
more intractable problems in the future, as today's problems are
replicated again in succeeding generations.

Some of the authors' diagnoses are controversial, and documenta-
tion of the societal costs of these problems (not to mention the ben-
efits of various interventions) remains sketchy in some cases.
Nonetheless, these essays present powerful arguments that the pub-
lic should be prepared in its own self-interest to support well-
designed programs and policies targeted at the disadvantaged.

These general observations provide the context for policy-making.
What do these essays tell us about the nature of effective policy ap-
proaches or solutions?

5. Simple solutions have often proven ineffective and wasteful because
they are based on a "misdiagnosis" that ignores the multiple, linked

15



Introduction 5

causes of urban social problems. This can be seen most clearly in the
chapters that deal with the problems of today's childrensubstance
abuse, teenage sex and pregnancy, delinquency, dropping out of
school, unemployment, homelessness(DaVanzo, Ellickson,
Reuter/MacCoun, Koegel/Burnam). This is also Joan Petersilia's
cautionary tale about the effect of California's "lock 'em up" policy
on reducing crime rates, a perspective mirroted in Peter W.
Greenwood's analysis of residential strategies for dealing with delin-
quent youth and Peter Reuter and Robert MacCoun's discussion of
the limited success of drug enforcement in breaking up street drug
markets or in reducing drug use.

But in a number of cases, policy can be targeted to produce a beneficial
outcome, even if it does not completely eliminate the problem. Paul T.
Hill suggests ways to make urban schools work even without tackling
all the problems of today's youth; Robert E. Tranquada and Peter A.
Glassman offer policy options to improve access to health care in
cities even under current fiscal constraints and in the absence of a
thoroughgoing reform of health insurance for the indigent and un-
employed; Phyllis L. Ellickson identifies several intervention strate-
gies that can prove cost-effective, although the positive effect is likely
to be limited to only a relatively small percentage of the target youth
population.

6. Preventive strategies are appealing because they offer a cost-effec-
tive approach, but our knowledge of how to prevent is limited, and we
must therefore accept the need for some more costly, ameliorative
strategies. Many of our authors, such as DaVanzo, Koegel and
Burnam, Ellickson, and Greenwood, contrast preventive and amelio-
rative strategies and not surprisingly advocate prevention as a high
payoff, cost-effective approach. But they recognize that prevention is
no panacea, in part because we don't always know what works, and
even when we do, it is often hard to reach the target population.

7. More generally, government policy can only have a limited effect,
especially if a proposed policy has to swim against broad social and
economic currents. While we shouldn't simply throw up our hands,
we should have realistic expectations and develop policy solutions that
work with, rather than against, underlying social forces. This is most
dramatically clear in the case of the changing American family and
the controversial area of "family values." In some ideal sense, more

1G



6 Urban America

two-parent families, greater teenage sexual abstinence, and a c'earer
social stigma associated with smoking and drug and alcohol use
would help to ease many problems of contemporary urban American
life. These are worthy goals for political, cultural, and religious lead-
ers to pursue. But there will be no return to the Ozzie and Harriet
family, and our policies, as Ellickson shows, must deal with the
consequences; if youth are going to drink, teach them not to abuse
alcohol; if they are going to engage in sex, help them avoid
unintended consequences of disease and pregnancy. Similarly,
although we can take steps to help parents to stay togetherfor
example, by eliminating disincentives to two-parent families as
DaVanzo discussespolicy should reflect the reality that, for many
Americans, one-parent families are here to stay and should focus on
alleviating the poverty and other problems they face. Immigration is
another example. Undocumented immigration will continue, short
of enacting draconian measures, which have never been politically
acceptable to the nation. Therefore, policy should be designed to
help both these immigrants and the communities in which they live
to deal with the consequences.

8. Economic prosperity can alleviate some urban problems and ease
the fiscal pressure on America's cities. Economic prosperity helps
both the demand and the sunply side of the urban equation: with
more people working, there are fewer demands on health and wel-
fare services that are associated with unemployment and poverty. As
the demand for labor increases, opportunities for the harder-to-
employ increase, thus benefiting the disadvantaged everywhere, as
Levine and Williams point out in their review of anti-poverty strate-
gies over the past three decades. At the same time, economic pros-
perity helps fill government coffers and makes it easier to finance
those services that are still needed. But when the economy turns
down, the effect is multiplied in the opposite direction. Nib lack and
Stan illustrate the "double whammy" of local government finance in
California: a growing reliance on "procyclical revenues"for exam-
ple, income and sales taxesthat drop during a recession just as
needs are growing.

But even sustained prosperity will not solve all of our cities' problems
nor benefit all of our cities' people. The most vulnerable are the ones
who need the most help and are the last to benefit from a rising tide. A
number of our authors show that even the sustained growth of the

1 7



f

Introduction 7

1980s failed to reach segments of the urban community, and the
benefits of growth were not equally shared, as Karoly illustrates. The
changing employment mix, which is creating an increasing number
of low-paying jobs without health insurance and other benefits,
means that not just the unemployed but also the "working poor" are
placing demands on urban social welfare services. We see this clearly
from Koegel and Burnam in their discussion of the "new homeless"
and from Tranquada and Glassman in their study of medically indi-
gent working families. And even growth did not bring about the
same high level of employment as in previous decades. Finally, some
segments of the urban community (the mentally ill, alcohol and drug
abusers, single parents of small children) are so weakly attached to
the labor market that even high overall levels of employment are un-
likely to help them. For these, targeted programs are the only plausi-
ble solution.

In preparing their chapters, we asked our authors to focus where
possible on the specific characteristics and problems of the Los
Angeles area. In some cases, they were able to use recently released
1990 census data, which allowed them to examine not only the
greater IA: Angeles area but specifically South Central. In other
chapters, the authors have drawn on research and experience specific
to Los Angeles and to the state of California.

What emerges from these essays is a portrait that enriches our un-
derstanding of the Los Angeles landscape, although the main charac-
teristics will come as little surprise to residents or to policy analysts.
Los Angeles shares in most of the worrisome urban social and demo-
graphic trendsonly more so in many cases. In particular, Los
Angeles faces especially daunting problems arising from the diverse
waves of immigration that continue to bring millions here and to
create a mix and range of problems that stem in part from that di-
versity.

The 1990 census documents a trend well known to LA residents;
there is no longer a "majority" group in the county. Non-Hispanic
whites make up 41 percent of the population; those of Hispanic ori-
gin, 38 percent. Blacks, including Hispanic blacks (11 percent)
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slightly outnumber Asians/Pacific Islanders (10 percent). This snap-
shot is the culmination of three trends active since the 1980 census:
an 8.5 percent decline in the non-Hispanic white population,
virtually no change in the number of blacks, and a dramatic increase
in Hispanics (up 65 percent) and Asians/ Pacific Islanders (up 110
percent).

Immigrants accounted for more than 60 percent of metropolitan Los
Angeles's population growth of three million over the last decade and
54 percent of the state's population growth. (Metropolitan Los
Angeles includes Los Angeles, Anaheim, Riverside, Long Beach, and
Ventura.) The percentage of foreign born has grown from 18 percent
to 27 percent in the metropolitan area, the second highest (after
Miami) in the nation, and has reached 33 percent in Los Angeles
County, 38 percent in the city. Forty-five percent of recent immi-
grant children (those in the United States for three years or less) live
in California; in the Los Angeles school district, recent immigrant
students make up 10 percent of total enrollment and, under current
trends, will increase by about 10 percent a year. Thus immigration is
having, and will continue to have, a dramatic influence on the size
and composition of the student population in Los Angeles, placing
increasingly heavy demands on funding for public education as well
as for other public services, such as health care.

Another group generating growing demands on the community is the
homeless population. Although it is difficult to place an exact num-
ber on the homeless, Los Angeles vies with New York for the largest
homeless population in the country. RAND research suggests that in
Los Angeles the homeless population is predominantly young, un-
married, male, and minority, with blacks outnumbering Hispanics.
In the downtown and Westside area, women make up 16 percent of
the homeless, and three-quarters of them are parents; approximately
20 percent have their children with them. More than half lived in Los
Angeles before first becoming homeless and as many as 70 percent
have lived in Los Angeles for more than one year. One-third had at
least some college education, but a roughly equal percent had not
finished high school. Not surprisingly, the homeless have high rates
of mental health and substance abuse problems; crack cocaine in
particular is increasingly common among them.
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Part of the problem stems from the dramatic decline in low-income
housing, a decline which is more pronounced in Los Angeles than the
national average. The number of units renting for under $500 per
month (in 1985 dollars) in Los Angeles fell from 35 percent of the
market in 1974 to 16 percent by 1985. By 1985, 74 percent of poor
households were spending more than half their income on rent.

Although the Los Angeles metropolitan area has shared in the na-
tional trend toward greater income and wage inequality, the income
gap has grown wider in Los Angeles than the national average. Real
income fell 17 percent between 1973 and 1990 for a family near the
bottom of the income distribution (the 10th percentile) compared
with a 9 percent drop nationally; income rose 22 percent for those
near the top (the 90th percentile) compared with 12 percent nation-
ally. The result, as Karoly notes, is that, "in Los Angeles in 1990, fam-
ily income at the 90th percentile was almost 13 times higher than at
the 10th, while the ratio was about 11 to 1 for the nation as a whole."

For wages, the trends in California and in Los Angeles are similar to
the national pattern, with sharp drops in real wages for male workers
both at the bottom and in the middle of the wage distribution; real
increases in wages for women at all parts of the spectrum were evi-
dent, especially among women near the top of the wage distribution.
Unlike the national and statewide pattern, however, real wages for
m.ile workers near the top of the wage distribution in Los Angeles did
not rise in real terms, though the small size of the sample may affect
this conclusion.

DaVanzo's research offers further insight into patterns of family
poverty in Los Angeles County and in the South Central area. The
poverty rate for families with children under 18 is slightly higher in
the county than the national average (17 percent vs. 15 percent); in
South Central, it is 38 percent, more than double the countywide
rate. The poverty rate for Hispanics (24 percent) and blacks (26 per-
cent) in the county is twice as high as for whites (12 percent) and
Asians/Pacific Islanders (13 percent). In South Central, the poverty
rate is similar for all races and ethnic groups, but the population of
South Central is overwhelmingly black (56 percent, including
Hispanic black) and Hispanic (42 percent).

In Los Angeles County, poverty rates are similar for married white
and black couples (8 percent and 9 percent, respectively), half the

20



10 Urban America

rate for two-parent Hispanic families (17 percent). Poverty rates for
single-parent families are somewhat higher for blacks (41 percent)
than whites (25 percent) and are higher still for Hispanics (46
percent), roughly mirroring the statewide pattern. Asian/Pacific
families fall in between for both one- and two-parent families. In
South Central, poverty rates are higher for both single- and two-
parent families, reaching 51 percent for femaie-h ided black families
and 64 percent for female-headed Hispanic families.

The high rate of poverty among female-headed black families has an
especially large effect since, in Los Angeles County, the percentage of
black female-headed households (48 percent) is three times the rate
for whites (16 percent) and more than double the rate for Hispanics
(19 percent). This mirrors the national pattern except for Hispanic
families, which are less likely to be female headed in Los Angeles
County than nationally (24 percent). In South Central, the percent-
age of black households that are female headed is somewhat higher
than the countywide percentage (58 percent vs. 48 percent), while
the percentage for Hispanics is roughly the same.

The poverty rates for black and Hispanic households in South
Central are a product of different mixes of family size, educational
attainment, and labor force participation. Adult blacks have a much
higher rate of high school graduation (63 percent in 1990) compared
with Hispanics (18 percent), although this difference should narrow
over time since, for the 16- to 19-year-old age group, 72 percent of
blacks and 60 percent of Hispanics were enrolled in school.
However, in 1990 only 47 percent of black males over 16 were em-
ployed compared with 71 percent of Hispanics. (Part of the differ-
ence is accounted for by the higher number of blacks over 16 still in
school.) The median income for Hispanic households is 12 percent
higher than for blacks ($20,740 versus $18,463), but the mean size of
Hispanic households is much larger (5.28 persons vs. 2.78); thus
black per capita income is twice as high ($9,174 vs. $4,625).

Immigration, homelessness, and growing poverty contributed to the
demand for a broad range of public services from local Los Angeles-
area governments. For health care services, provided in part by Los
Angeles County, the problem is compounded by the low level of
workplace-based health insurance in California. Only 56 percent of
working Californians receive insurance from their employers corn-
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pared with 64 percent nationally The problem is particularly acute
for working Hispanics (40 percent have employer health insurance)
and blacks (52 percent). Almost one-third of the county's nearly nine
million residents was without health insurance at some time during
1989, the highest per capita rate among the 30 largest metropolitan
areas in the country.

Local governments play a major role in meeting these demands fo i. a
wide variety of services, and in California, the role of local govern-
ment is especially important: local government spending makes up
about 66 percent of total state and local spending compared wia the
national average of 61 percent. Nib lack and Stan present in det:.il the
evolution of local government finances since Proposition 13.
Following the 1978 limits on property taxes, Los Angeles County grew
more dependent on state aid, which made the county especially vul-
nerable to statewide revenue shortfalls in recent years; by contrast,
the city has turned to user fees and charges to help make up revenues
lost from Proposition 13 and to compensate for the near-total elimi-
nation of federal grants in the 1980s. The county's real per capita
spending has remained flat between 1977 and 1990, constraining the
services traditionally provided by the county (social services, health
and welfare); but the city has increased its real per capita spending
steadily since Proposition 13. Although spending has increased in
real terms for all major spending categories, police and fire have
fallen in relative terms (from 37 to 29 percent of the budget from 1977
to 1990), while environment and housing (including sewerage and
waste disposal) and interest on debt have increased their share of the
budget.

This profile of Los Angeles clearly suggests that, in the coming
decades, the city and the county will face, much more intensely than
in the past, many of the same public service and finance problems
that have long troubled the nation's older cities. For Los Angeles,
many aspects of the broad sweep of domestic policy research carried
out by RAND and by other institutes in the country over the last 30
years is more relevant and timely than ever.

4 '1 Cs
_ I,.
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IV

The chapters in this volume are only a small sample of findings from
25 years of RAND research on domestic policy. America's cities have
always played a central role in this researchwhether focused upon
the behavior of urban dwellers; assessing programs designed to im-
prove the well-being, of the urban poor; or helping local and state
governments come to grips with the financing, delivery, and gover-
nance of public services. Jane Jacobs characterized it best in her in-
fluential book, The Death and Life of Great American Cities, when she
observed, "Cities are an immense laboratory of trial and error."
RAND has been active in that laboratory for some time, describing
the trends, learning from the trials, and helping decisioninakers
minimize the errors.

In the late 1960s, the New York City-RAND Institute was created to
work side by side with the city's politicians and bureaucrats in their
efforts to improve the delivery of fire, police, housing, and social ser-
vices. The Levine and Williams chapter recalls a federally funded ef-
fort in the early 1970s to understand and map the changing fates of
St. Louis, San Jose, and Seattle. This work ultimately led to a frame-
work for assessing the impacts of urban policies that distinguished
between the consequences of policies for people, geographic places,
and political jurisdiction and for analyzing how the design of policies
often muddled these distinctions (this framework is discussed in the
chapter by Levine and Williams). By the late 1970s, RAND was as-
sessing the consequences of California's Proposition 13 for the qual-
ity of municipal services and was determining whether rent control
was significantly changing the price and quantity of rental housing in
Los Angelesa question central to the Koegel/Burnam chapter on
homelessness.

Fiscal stringency at the local government level began to hit cities
hard in the early I 980s. Cleveland leaders, who were designing an
economic development strategy for revitalizing their city's troubled
economy, asked RAND to identify "winning" sectors of its economy
to strengthen future international competitiveness and to design an
information system that could be institutionalized into a permanent
economic monitoring capability for the Cleveland metropolitan re-
gion. (That capability is now located at Case Western Reserve
University.) During the period, RAND was also asked by the mayor
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of Saint Paul to design a strategy for implementing a system of "cost
centers" and user fees that might relieve the property tax base. The
chapter by Nib lack and Stan on fiscal trends in California describes
just how aggressive Los Angeles has had to be with fees and special
charges to balance budgets in the late 1980s and early 1990s.

A legacy of the federal government's focus on urban poverty in the
1960s was the design and implementation of social program experi-
mentation. The movement toward "controlled" trials of program
design stemmed both from a need to build political support for new
programs before they were implemented and from the recognition
that little was known about whether the programs would actually ac-
complish their objectives without offsetting side effects. In the early
1970s, RAND was asked to lead four social experiments involving
cities and states throughout the countrythe Health Insurance
Experiment, the Housing Allowance Supply Experiment, the
Education Voucher Demonstration, and the Los Angeles Electric
Pricing Experiment.

What is telling for the findings reported in this volume is the degree
to which controlled experiments have become the benchmark for de-
signing and testing programs in our nation's citiesfrom the find-
ings on prevention of adolescent drug use described in Ellickson's
chapter to the conclusion reached by local probation officers
throughout the country that intensive supervision of probationers is
not going to be an easy or effective solution to prison overcrowding
(Petersilia). Although the conclusions from these controlled trials are
not always encouraging, we know much more today about what
works and what doesn't when confronting the issues posed by the
circumstances and in the aftermath of the civil disturbances in Los
Angeles.

The findings reported in this volume about Los Angeles and about
urban America more generally stem from a substantial amount of
ongoing analysis and modeling of demographic, economic, and pro-
grammatic trends at the national level. Income growth and distribu-
tion (Karoly); cost, quality, and access to health care (Tranquada/
Glassman); the homeless and mental illness (Koegel/ Burnam);
immigration reform and control (Vernez); reforming urban
education (Hill); children, youth, and families (DaVanzo); reforming
the criminal justice system (Petersilia, Greenwood); drug markets



14 Urban America

arid street crime (Reuter/ MacCoun) are topics that represent just a
small sample of the work taking place in the eight research programs
of RAND's Domestic Research Division. A selected bibliography of
RAND research related to the problems of urban America appears at
the end of this volume.

Reviewing this work at RAND in light of the Los Angeles disturbances
was a sobering experience. We know more about our cities today
than we did in 1965. But the portrait that emerges is disturbing: we
have not only failed to meet the lofty goals for improvement of the
1960s; in many respects the problems have become more complex,
more deeply ingrained, and more formidable.

Can government action help us build a better future for our cities and
the people who live in them? Taken together, these essays suggest
that better policies can take us at least part of the way, but only if we
as a nation can sustain a sense of urgency and common commit-
ment.

We hope that this volume will stimulate discussion, clarify issues,
and help shape the policy choices facing public and private
decisionmakers at the federal, state, and local level during this time
of change. Most important, the events of April 1992 have served to
renew and intensify RAND's commitment to the use of its research
findings and recommendations for improving lbe health and well-
being of residents of California, and of residents of urban
communities throughout America.
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Chapter One

Public Policy and the Inner City
Across Three Decades

Robert A. Levine and Barbara R. Williams

INTRODUCTION: PROBLEMS AND POLICIES

The April 1992 civil disturbances in Los Ang.?ies stirred a strong sense
of deja vu. The arson, killing, and looting in poor minority sections of
the city, the immediate trigger of police-citizen interaction, and the
presumed more fundamental causesjoblessness, poverty, and
discriminationall bore clear resemblances to the Los Angeles Watts
disturbance of August 1965.

This chapter is about public policy in urban areas, however, and at
first glance, the policy settings for the two events differed in both
positive and negative ways. On the one hand, 27 years of public
policy had brought major progress in at least one area, ending legal
racial discrimination and segregation and reducing their de facto
manifestations. On the other hand, policy in the 1980s and early
1990s had retreated from the active antipoverty policies of the 1960s.

In large measure, the self-conscious "urban" policy of the 1960s was
focused on the problems of urban poverty, discrimination against
blacks, and inner-city economic decline. In the aftermath of the 1992
events, policies and policy proposals similar to those of the 1960s
have begun to surface again.

The major purpose of this chapter is to provide a historical frame of
reference for considering the problems and policies of the 1990s,
starting with an examination of the parallel experiences of the 1960s.
However, neither the 1960s nor the 1990s can be taken in isolation.
The policies of the 1960s that emphasized reducing poverty in the in-
ner city were colored by the suburbanizing policies that began at the
end of World War II and continued through the 1950s; the retrench-
ment of the 1980s was, in large measure, a reaction to the decentral-
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ization of policy in the 1970s, which in turn was a response to the
1960s belief in a strong federal role. This discussion focuses on the
1960s and the 1990s, with brief looks at the root6 and transitions of
the postWorld War II period and the 1970s and 1980s. Much of the
material has been drawn from a major RAND program of urban pol-
icy research that began in the 1970s and died as part of the general
retreat of the next decade.

We review the four periods leading up to today, stressing the ideas
and policies of the 1960s. From this history we draw comparisons
between 1992 and 1965. Finally, we use the comparisons to suggest a
frame of reference for evaluating policy alternatives for the future.

The chapter sets forth no recommendations. To do that for specific
cities like Los Angeles, we need to undertake specific studies to weigh
programmatic or investment options against one another in the con-
text of local political interests and other community priorities. Even
where urban needs are clear (e.g., low national and regional unem-
ployment as a sine qua non for other pieces of the solution), counter-
vailing objectives not considered here (e.g., price stability) might
predominate. In any case, after examining both historical and cur-
rent data, we conclude that local initiatives can make improvements
at the margin, but significant improvements in employment for the
hard-core poor and in their children's skills and opportunities are
dependent on external factors, especially strong national economic
growth and the federal role in urban economic development.

V-J DAY THROUGH THE 1950s

The United States entered World War II as a nation in depression.
Urban and rural areas were sharply distinguished from one another.
Cities were centers of industry, commerce, and clustered residences;
populated rural regions were primarily agricultural; and suburbs
were upper-income enclaves with a pleasant green style of life pic-
tured in movies like the Andy Hardy series. The depression had cut
off the mobility that might have allowed significant numbers of
Americans to move into those suburbs.

When the war ended, the attraction of the suburban life-style, plus
the conversion of depression into boom, made rapid change possi-
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ble. To be sure, Levittown was not Andy Hardy country, but it was far
better than depression slums and hard-scrabble farms. Three major
federal policies abetted this powerful economic and social tide:

The addition of low-interest veterans' mortgages to the New
Deal's Federal Housing Administration (FHA) program made
home ownership easy.

The modernization of the road and highway system, accelerated
in 1956 by President Eisenhower's massive Interstate Highway
program, facilitated commuting and encouraged manufacturing
outside of traditional urban sites.

The Cold War revival of the defense budget and its movement in
the direction of high technology induced rapid growth in the new
areas of the Sunbelt, where suburbanization was the norm even
within the expanding borders of old cities.

In spite of some overtones of deliberate policy (e.g., population dis-
persal to enhance survival from nuclear attack), this policy thrust was
primarily an effort to assist an overwhelming popular movement.

As the 1950s ended, however, two major unintended consequences
were becoming clear:

Uncontrolled sloppy suburban sprawl. [1]

Emptying out of central cities: first, of people who could com-
mute from their suburban homes to their city jobs; more gradu-
ally, departure of manufacturing and other jobs to urban periph-
eries and farther. [2]

It is the second of these phenomena with which this chapter is con-
cerned. For, together with another less policy-related economic
change, the mechanization of agriculture in the South, "inner cities"
were becoming segregated centers of poverty, inhabited increasingly
by blacks displaced from farming. The response, as the 1960s began,
was a much more conscious urban policy, focusing on poverty and
race.

a Q.0
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THE 1960s

The War on Poverty [3]

The origins of the War on Poverty were at least as rural as they were
urban. Campaigning in the West Virginia primary in the spring of
1960, President John Kennedy had been genuinely shocked by the
poverty he saw. That, plus the increasing number of confrontations
stemming from civil rights attempts to break racial barriersat that
time still mostly in the Southsensitized the new chief executive to
several powerful writings that had raised poverty to a high level of
consciousness, at least among liberal intellectuals.

Notable among these examinations were Michael Harrington's book
The Other America: Poverty in the United States and a long New
Yorker article by Dwight McDonald, both of which concerned urban
poverty as much as rural. [4,5] These two works were stirred together
with other elements, including the "Culture of Poverty" concepts that
anthropologist Oscar Lewis had derived from observing poor families
in Latin America, and several quite urban and frequently radical pilot
programs, particularly the Ford Foundation's Gray Areas project and
a number of efforts sponsored by the President's Committee on
Juvenile Delinquency. The latter came under the aegis of the presi-
dent's brother, Attorney-General Robert Kennedy. New government
programs for manpower training and welfare reform also contributed
to the stew, as did a quantitative analysis of poverty by the Presi-
dent's Council of Economic Advisers.

After President Kennedy's death, the new president. Lyndon
Johnson, cooked all these ingredients, plus his own early experiences
with poverty and his dedication to racial equality, into a new dish,
the War on Poverty. As headquarters for this war, the Economic
Opportunity Act created a new agency reporting directly to the presi-
dent, the Office of Economic Opportunity (0E0), so named to stress
its central slogan, "A hand up instead of a handout." To lead the
agency, Johnson appointed Kennedy's brother-in-law Sargent
Shriver, a dedicated believer in the cause.

0E0 requested and received a first-year appropriation of $1.5 billion,
which in 1991 dollars would be about $6 billionnot a small sum for
a new office outside any cabinet department. With this appropria-
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don, the agency ran a diverse set of efforts and was formally or in-
formally responsible for a broader range. The programs under its
formal responsibility stressed youth training, including the Job
Corps; a variety of minor urban and rural small business develop-
ment efforts; a volunteer "domestic Peace Corps," and the
Community Action Program (CAP).

CAP, the identifying center of the War on Poverty, was many things.
It was a set of local programs designed and managed, not by elected
officials (except in Chicago, where few had the temerity to buck
Mayor Richard Daley), but by selected or newly created agencies that
were supposed to stress "maximum feasible participation" of the
poor people being assisted, a key concept of the Economic
Opportunity Act. CAP was also a set of pilot demonstrations that
bred programs still in being today. They include Head Start, Legal
Services, and an urban impact program known by the names of its
authors, Senators Robert Kennedy and Jacob Javits. The Kennedy-
Javits program continues to provide a model for focusing broad pub-
lic and private resources on small urban areas. It was also a seedbed
for many of the radical ideas of the early 1960s. Because of its
radicalism and its setting up of alternative political power centers
challenging local governments under the banner of "maximum
feasible participation" (even, for a short time, in Chicago), it was
immensely controversial.

Radicalism and controversy were toned down enough by the end of
0E0's first year (1965) that they did not kill the agency, although they
came close. Radical confrontation, however, left lasting legacies, not
only of its own programs and advocates but of its antithesis, created
by political dialectic: an attempt to return power to official urban
crovernments. That will be discussed below.

Much of 0E0's indirect responsibility for informally coordinating
government antipoverty efforts as a whole was picked up by its
planning staff, made up largely of economists. In 1965 this group
produced a Five-Year Anti-Poverty Plan, proposed by Shriver to the
White House, that centered on a proposal to substitute for the exist-
ing welfare system a negative income tax (NIT), which would provide
financial incentives for recipients to obtain jobs and for welfare
families to stay together; job training, supported by a large-scale pro-
gram of public jobs similar to the New Deal's Works Progress
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Administration (WPA); education (a major ongoing poverty program
outside of 0E0 provided federal aid to improve the education of poor
children in schools with insufficient resources); and CAP as the local
coordinator and catalyst of many of these efforts.* The whole plan,
the training and job programs in particular, depended on what was
thought of as tight "full employment"; if jobs were seeking workers
throughout the economy, then even the hardest-to-employ could
find positions. All of this was estimated to require a $10 billion an-
nual expenditure increase over the 1965 level across the federal gov-
ernment (about $40 billion in 1991 dollars). Only about $3.5 billion
of this would t-.ave gone to 0E0. In addition to its planning and co-
ordination efforts, this staff initiated a new kind of social experimen-
tation, designed with controls that would make possible rigorous
evaluation of results. The initial experiment concerned the proposed
NIT.

Under the constraints of political and fiscal reality, as well as the bur-
geoning Vietnam War, few elements of the antipoverty plan were
ever tried. In addition to the 0E0-generated programs that have
lasted until now, however, both the grand ideas of the plan and the
smaller programs of the agency have provided an intellectual and ex-
periential frame of reference for examining the very similar proposals
of the 1990s.

The Long Hot Summers

In the early evening of August 11, 1965, Los Angeles police in Watts, a
central part of South Central's black ghetto, arrested a young man for
reckless driving. Precise subsequent events have been disputed, but
the result was a confrontation between police and population and a
six-day civil disturbance that resulted in 35 deaths and $40 million in
damage.

Watts was the first in a four-year series of civil disturbances. In the
summer of 1966, major disturbances took place in Chicago and
Cleveland; in 1967, in eight cities, notably Newark and Detroit; in
April 1968, in Washington and Baltimore, triggered by the assassina-
tion of Martin Luther King.
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These events spawned two major official reports, both of which set
forth findings on causation, together with policy proposals both to
better control future disturbances and to correct their fundamental
causes. By the end of 1965, a commission appointed by California
Governor Edmund G. (Pat) Brown and headed by former CIA
Director John Mc Cone presented the 101-page "Mc Cone Report" on
the Watts disturbance. 16) In the spring of 1968 (the report was writ-
ten before the Washington and Baltimore disturbances), the National
Advisory Commission on Civil Disorders, appointed by President
Johnson, published the more comprehensive "Kerner Report,"
named after the commission's chairman, Governor Otto Kerner of
Illinois. (71 That report focused on the disturbances of 1967, but it
drew from the entire series up until that time.

The Mc Cone Report is useful for the analysis of this chapter both be-
cause of its policy recommendations and because of its specificity to
Los Angeles, which makes it possible to compare 1965 and 1992. To
begin with, in 1965 the violence was confined to Watts, a small sec-
tion of South Central. It was black civilians versus white police: the
population involved was all black; the Los Angeles police force at the
time was only 4 percent black./ Civilian whites, many of whom were
Jewish, were involved primarily as victimized store owners.
Hispanics entered the report only peripherally because essentially
they had not entered the events.

The Mc Cone Report warned that "the existing breach" between the
black and white communities, "if allowed to persist, could in time
split our society irretrievably." It centered its discussion of causation
on the migration of "totally untrained" blacks from the South and
their consequent frustration in finding jobs and stable living condi-
tions, but it also stressed three "aggravating events": the "angry ex-
hortations" of civil rights leaders; the repeal by referendum a few
months before of California's Fair Housing Law; and the publicity
given federal antipoverty programs that "did not live up to their press
notices." 181

More specifically, the commission asserted that "the three funda-
mental issues in the urban problem of disadvantaged minorities are:
employment, education, and police-community relations." (91 The
primary policy recommendations were:
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An "emergency literacy program" in designated "emergency
schools" in the area.

Opening a job-training and placement center in Watts.

An independent inspector-general in the Police Department,
with a staff of officers and civilians to investigate complaints; an
expanded community relations program; and hiring more blacks
into the department.

Improved mass transit for the area.

A new hospital in South Central.

An accelerated urban renewal program.

A city Human Relations Commission. [8]

In one form or another, these recommendations were all adopted.

The still well-known identifying sentence of the Kerner Report was
"Our nation is moving toward two societies, one black, one white,
separate and unequal," an observation not dissimilar from the
"irretrievable breach" of the Mc Cone Report. [7] The Kerner Com-
mission put the fundamental blame on "white racism," with the
disturbances of 1967 catalyzed by:

Frustrated [black] hopes. . . . A climate that tends toward approval
and encouragement of violence. . . . The frustrations of powerless-
ness A new mood ... among Negroes land the fact that] to some
Negroes, the police have come to symbolize white power, white
racism and white repression. PI

More specifically, the Kerner Report listed a number of grievances, in
rough order of the intensity with which they were felt:

1. Police practices.

2. Unemployment and underemployment.

3. Inadequate housing.

4. Inadequate education.

5. Poor recreation facilities and programs.

e:j ,1
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6. Ineffectiveness of the political structure and grievance mecha-
nisms.

7. Disrespectful white attitudes.

8. Discriminatory administration ofjustice.

9. Inadequacy of federal programs.

10. Discriminatory consumer and credit practices.

11. Inadequate welfare programs. (7J

The Kerner Commission came up with a broad range of recommen-
dations, including:

Local task forces, grievance committees, and participation
mechanisms. (This, two and a half years after the initiation of
CAP.)

Police grievance mechanisms, community programs, and
recruiting of blacks.

Better preparation and training for disturbance control and ar-
rest and trial procedures.

Federal action to provide two million new jobs, half of them
public, supported by training and antidiscrimination programs.
(The 0E0 planners had recommended provision for four million
public jobs.)

School desegregation and increased federal support for a variety
of education programs.

Welfare reform (albeit less radical than NIT).

Federal open housing laws and substantially increased public
housing. [7]

Unlike Mc Cone's specific and limited local recommendations, most
of Kerner's national recommendations, including those on jobs, edu-
cation, and welfare, went unadopted, at least in the scope at which
they were recommended. The police recommendations, which were
primarily to local authorities, were seldom implemented anywhere.
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The Importance of External Factors

Focusing on antipoverty and urban policies in the 1960s tends to ob-
scure a central fact: social change is frequently far more dependent
on nonpolicy factors, operating in an open society through political
machinery and market mechanisms, and on seemingly unrelated
policies that directly affect the choices of households and businesses.
Our discussion of the 1950s mentioned three of these:

The attraction of the suburbs.

The postwar economic boom.

The inadvertent urban policy based on mortgages, roads, and
defense spending.

By the end of the 1960s, there were two additional external factors:

The Vietnam War. The Vietnam War diverted federal funds from
the War on Poverty and the cities, distracted President Johnson's
attention, and deeply divided the American body politic, frustrat-
ing the healing strategies of the War on Poverty and the Kerner
Commission. The Vietnam War also had a major though less-
recognized positive effect, howevertight employment.

Tight employment. In 1969 the civilian unemployment rate
dipped to 3.5 percent because the war accelerated already ex-
pansionary economic policies. True, an economy hot enough to
reduce unemployment to that extent was an inflationary econ-
otny. Nonetheless, high employment did more to promote urban
prosperity and reduce poverty than all the government programs
put together.

The Johnson Administration Reaction

Lyndon Johnson's enthusiasm for Shriver's War on Poverty cooled
fast. It was not only the diversion of Vietnam, although one tragedy
of that war was that it pulled the president's attention from where his
heart was. Merle Miller quotes Lady Bird Johnson as saying, shortly
after LBJ took up the reins: "I do hope there are not too many prob-
lems in foreign affairs matters during Lyndon's administration," and
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Miller adds " . . . that was his hope as well. Why couldn't those for-
eigners leave him alone to build his domestic paradise?" [10, p. 3581

In any case, CAP confrontations and the consequent reactions of
Democratic governors and mayors, frequently transmitted through
Vice President Hubert Humphrey, soon convinced Johnson that the
paradise would not be built around 0E0. The president was quoted
as saying that CAP was "being run by kooks and sociologists:4 And
the urban disturbances cemented his conservatism about political
procedure and process, although they may have strengthened his
dedication to long-run social objectives.

0E0's budget, which had started out at $1.5 billion a year, never
went above $2 billion, and the economists' grandiose plans were
never taken seriously. 0E0's focus shifted from the independent ac-
tion implicit in "maximum feasible participation" to a renewed stress
on cities and city governments as such.

Even as early as 1965, the cities' political reaction to CAP produced a
competing program under HUD, Model Cities. (The name was
changed from its original Demonstration Cities out of concern that
some would misinterpret the program's goal as promoting more
"demonstrations" in cities.) Model Cities provided federal money
and coordinating authority directly to city governments. Since CAP
also had coordinating authority, the last years of the Johnson admin-
istration saw a lot of infighting over who was to coordinate whom.
However, by the end of the administration, the pattern was clear: the
president and the secretary of HUD would set, and the mayors would
administer, national urban policy. The states, while not ignored,
were not a crucial link in the chain. The cities had a lot of leeway in
setting policy priorities, but since the Vietnam War was on, not much
money went with the other powers.

The Changeover to Nixon

In its first years, the Nixon administration changed course but by no
means reversed it. To the gratified surprise of many of those who
had fought the poverty/ urban wars, it even tried some new direc-
tions.
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President Nixon did not abolish 0E0; indecd, he appointed a strong
new director, former Illinois Congressman Donald Rumsfeld. The
agency knew its placeit no longer fought the good fight in the cor-
ridors of Washingtonbut its new orientation was useful, focusing
in particular on the kind of social experimentation that had been
started by 0E0's earlier planners.

Behind the new thrust was a Nixon White House staffer, Assistant to
the President Daniel P. Moynihan, a Democrat. As assistant secretary
of labor in the Johnson administration in the mid-1960s, Moynihan
had published a study called The Negro Family, which placed the
deterioration of those families at the heart of America's racial prob-
lems: a broken black family was likely to be a welfare family; its male
children were more likely to be on the streets than in school or jobs;
its female children were in danger of heading future broken families.
fill However, most black leaders took this study as an accusation
that "blamed the victim" for discrimination, a fact that poisoned re-
lations between that leadership and Moynihan as he proceeded in
later years through several ambassadorial posts to become senator
from New York.

As part of the battles surrounding The Negro Family and the early ex-
cesses of CAP and its predecessor Gray Area., and Juvenile
Delinquency programs, Moynihan had not only come to dislike CAP
but to contrast what he called an "employment strategy" against
poverty to his perception of CAP's social radicalism. [121 When he
came to the White House, however, he saw as the best immediate
chance for progress, not major employment programs in the hot
economy, but rather welfare reform (an "income maintenance"
strategy). Moynihan convinced President Nixon to propose a new
system patterned roughly on the NIT. To bolster the proposal,
Moynihan turned to the experiment that had been begun by 0E0's
planners in the previous administration, but ironically, the early re-
sults did not seem to support the hope that built-in incentives would
turn welfare recipients into workers. That inter; Iretation was dis-
puted by many of the experimenters, but it was accepted by enough
Congressmen that the proposal died.

The NIT experiment was the first of several social experiments car-
ried out in the first years of the new administration. Although some
criticized the experiments as substitutes for action, these efforts, plus
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major improvements in other areas of income support for the poor,
gave Nixon's first term a progressive cast that few had expected.

The national scope of the experiments and the welfare improve-
ments, however, plus the gradual phasedown of CAP, weakened the
connections among antipoverty programs, inner-city efforts, and ur-
ban policies that had grown during the 1960s. As a result, the 1970s
saw policy move away from a focus on poverty in the central cities
toward two separate strategies; antipoverty efforts divorced from any
specific location and urban policy as such.

THE 1970s

As policy from the 1970s turned from large-scale activism toward ex-
perimentation and concern with governance, policy analysis played
an increasing role. The experiments spawned a significant body of
new social science research at, among others, the University of
Wisconsin institute for Research on Poverty and the Urban Institute
(both of which had been created by the Johnson administration), the
Mathematica Corporation, the Manpower Demonstration Research
Corporation, and RAND. In this chapter, we focus our brief discus-
sion on RAN D's work. RAND researchers were extensively involved
in experiments dealing both with poverty and nonpoverty urban is-
sues and with other problems on which the studies and policies of
the 1970s increasingly focused.

Poverty

When Congress failed to adopt NIT, the Nixon/Moynihan income
maintenance strategy turned in more pragmatic directions. The two
most important changes were an expanded food stamp program,
which had about three million recipients when Nixon assumed office
in 1969 and more than 16 million when President Ford departed in
1977; and Supplemental Security Income (SSI), which essentially
ended poverty among the aged. Congress initiated a third important
antipoverty effort, the nutrition program for pregnant and lactating
women, infants, and children (WIC).
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Other antipoverty attempts were largely limited to experimentation.
RAND played a major role in three of the four major strands of in-
quiry.

The NIT experiment, which in spite of its early effects in inadver-
tently helping kill the Moynihan welfare reform, provided impor-
tant information throughout the first half of the decade about the
effectiveness of the job-seeking and family-preserving incentives
supposedly built into Ow tax. Mathematica and the Poverty
Institute were the leading analysts for these studies, though
many organizations, including RAND, used the data they had
gathered. [13]

The Education Voucher demonstration, which offered parents
the opportunity to choose among public schools for their chil-
dren. [14] Confined by strong public school administrators and
teachers in California to a study of choice within the public
school system, the demonstration yielded only modest evidence
of sustained diversification in schools' curricula or the exercise of
parental choice toward entering children in schools outside their
neighborhoods. Effects on schools and studems were small, but
the experience is still reflected in various voucher proposals.

The Housing Allowance Study, which gave eligible families the
money to find and maintain adequate housing. 51 Both the
"supply experiment" conducted by RAND and the "demand ex-
periment" conducted by the Urban Institute underscored the
ability of low-income households to find and maintain adequate
housing with the additional financial support offered. However,
the studies concluded that, in the absence of strongly enforced
requirements about housing standards, recipients would use the
financial support as general income support, exercising prefer-
ences other than bringing their housing fully up to code. The ex-
perience here is still built into housing policy under the Section 8
program, which provides housing subsidies to the poor, albeit in
a more-regulated pattern than simply providing vouchers.

The Health Insurance Study, which examined the effect of vary-
ing copayments and deductibles in family health insurance poli-
cies. [16] It showed that requiring copayments could reduce the
demand for health care and costs to employers without harming
health status. In the period immediately following publication of

44.



Public Policy and the Inner City 31

the findings, the number of major employer health plans with
deductibles for hospitalization more than doubled. Data from
this experiment still inform the debate over alternative health
care plans.

President Carter tried to revive an NIT-based welfare reform program
similar to the Nixon and Moynihan proposal; like them, he failed in
the Congress, which found it too radical and conjectural. By the end
of the decade, the variety and scope of antipoverty programs, with
the exception of food stamps and SSI, stood about where it had been
at the beginning. Indeed, by the Census Bureau's count, the per-
centage of the population in poverty had gone up slightly, from 12.5
percent in 1971 to 13 percent in 1980. The major reas_.1 was the eco-
nomic stagflation of the 1970s, due in part to repeated oil sup-
ply/price problems, another demonstration of the dominance of
macroeconomic factors.

Urban Policy

By the 1970s, central cities, especially in the Northeast and Middle
West, were beset by problems left in the wake of powerful population
shifts to the suburbs and the Sunbelt. Economic growth and decline
mirrored population movements, as subsidies to new investment,
such as the preferential tax treatment of capital gains, encouraged
plants and businesses to locate where land for new construction was
cheap and appreciating.

Moreover, suburban sites accommodated land-hungry "horizontal"
manufacturing processes, which replaced the vertical processes re-
flected in the multistory manufacturing plants of the early 20th cen-
tury. Additionally, suburban sites provided access to highways for
truck transport, more flexible and adaptable than rail or water, and
also provided parking lots for workers' cars.

The outmigration from central cities was selective, leaving behind
those who were poorer, less educated, and more vulnerable to un-
employment. Declining municipalities were faced with relatively
higher demands for services at the same time that their tax bases
were eroding. As a result, the fiscal problems of the cities began to
mount in the 1970s, primarily in the East and the Midwest. New York

4
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City's 1975 financial crisis was a precursor. It was ultimately ended
with the help of the federal government because that was where the
money was. In California, on the other hand, the combination of a
fat state treasury, with local property taxes that mounted rapidly be-
cause of increasing values and assessments, led an irate electorate to
pass Proposition 13, which cut property taxes so that the state then
had to become the underwriter of local finances.

Nixon's New Federalism fit nicely with the new definition of the ur-
ban problem. Convinced that cities and states should craft their own
solutions, urban policymakers in the federal government turned to
revenue sharing as an appealing way to reduce the fiscal burdens of
states and localities and to close out the more targeted categorical
programs of the1960s. General Revenue Sharing became law in 1972,
and the next several years saw a consolidation of programs: in 1974
the Community Development Block Grant Act brought together
seven programs including Model Cities; this became the central ve-
hicle for city governments to promote development and other objec-
tives. Mayor Tom Bradley of Los Angeles used it to develop the city's
moribund old downtown area; some complained that he had moved
the urban problems rather than solving them. Though not trivial,
these programs were small potatoes compared to the powerful mar-
ket forces that drained some cities of their more affluent residents
and caused others to grow almost uncontrollably.

In an attempt to build a more systematic understanding of urban
growth and decline, RAND initiated an Urban Policy Analysis pro-
gram in 1972 with case studies of three cities with very different
growth profiles: San Jose, one of the 10 most rapidly growing cities in
the United States at the time; St. Louis, one of the 10 most rapidly
declining; and Seattle, a city with an economy in decline but popula-
tion and services more intact than one would expect. [1,2,171"
Although the different problems and political agendas of each city
limited comparisons, what was evident was the tendency of local de-
cisionmakers to view their problems as relatively unique, to accept
local responsibility for solving them, and to look for financial help
from the modest urban programs sponsored by the federal govern-
ment.

To help cities look beyond these programs to the more powerful mo-
tivators of business and household decisions, RAND analysis distin-
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guished among the intended and unintended effects of urban poli-
cies on the problems of people, of geogmphical places, and of political
jurisdictions. People problems (e.g., poverty, educational deficits,
unemployment) had been stressed in the 1960s. Place problems de-
velcped when, for example, high rents, crime, and congested traffic
reduced the competitiveness of some urban locations. Jurisdictional
problems are exemplified by those described earlier: a growing dis-
parity between the demand for public services and resources avail-
able to the authorities responsible for providing the services.

The results of the analysis frustrated federal policymakers. An ad-
ministration that sought to return problem solving to cities was not
pleased to hear that the problems of those cities stemmed largely
from forces beyond their control, including federally initiated poli-
cies. The equivocal results of programs meant to redress various ur-
ban problems added discouraging news. For example, tax breaks
used to lure businesses into an area tended to attract firms that might
have located there without them and/or bring in employees from
elsewhere; income supplements and social services tied to particular
locations tended to hold needy people there instead of helping them
move to locations with more jobs. For local policymakers who
wanted tourniquets for their hemorrhaging tax bases and specific
new ideas for better services at lower costs, RAND's national analyses
were too general to be very helpful.

In 1977 priorities shifted once more. The Carter administration
sought a new paradigm for urban policy. Research that had focused
on macroeconomic forces and unintended federal policy effects on
urban jurisdictions received sudden prominence. HUD sponsored
its first major contracts for research on urban finance and develop-
ment questions. "Intended" and "unintended" federal polity im-
pacts made their way into the language and then into HUD deci-
sions. (181 In 1978 President Carter delivered an urban policy mes-
sage that, among other things, affirmed his intent to sponsor a
"conscious" urban policy that would require the federal sponsors of
all new major policies to submit "urban impact statements" and
would give top priority to efforts that offered more jobs for the un-
employed. Before that could happen, however, the electorate chose
another president, who sought to reduce the overall federal role in
domestic policy. Urban policy vanished from national priorities, al-
most overnight.
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THE 1980s

The story of the 1980s is the shortest of all. The Reagan administra-
tion philosophy was to reduce sharply the federal role; what they did
reflected what they said, even though from David Stockman's ac-
count, the administration shrank from full implementation of its in-
tended cutbacks. 119] By the time that President Bush succeeded
President Reagan, the macroeconomic and budgetary consequences
of the decade's first eight years had greatly narrowed any possibilities
for deliberate poverty or urban policy; the administration had neither
antipoverty or urban programs nor the funds to support them. The
social and economic effects of these years have been carefully moni-
tored by the Urban Institute. 1201

The macroeconomic flows of the Reagan administration were gov-
erned by massive policy changes and tides. Income taxes were cut
drastically; defense budgets went up sharply. Outside of policy con-
trol, health costs spiraled, and although much of the additional
spending was on the poor through Medicaid and part of Medicare,
the cost increases did not bring about commensurate improvement
in the health care of the poor. Social security pensions also rose
substantially; some of that went to the poor but most did not.

Explicit antipoverty and urban programs had always been part of a
fiscal residualsardines swimming in the wake of whales. The pro-
gram declines of the 1980s can be exemplified by two changes:

From 1979 to 1989, total public spendingfederal, state, and lo-
calon labor training and services, considered by the planners
of the 1960s to be the key to reducing urban poverty, fell from 0.3
to0.1 percent of gross domestic product (GDP). Most other an-
tipoverty expenditures also declined, although less sharply; the
net decrease in the relevant categories was 0.1 percent of GDP,
about $5 billion 1990 dollars. To calibrate this, defense spending
increased from 4.9 to 5.7 percent of GDP, health from 3.1 to 4.1
percent, slightly more than $100 billion for the two.

Federal contributions to urban renewal and community devel-
opment, the category that subsumed all the categorical and non-
categorical federal urban programs of the 1970s, had increased
from $6.6 billion 1990 dollars in 1973 to a peak of $8.3 billion in
1980, but by 1990 they had gone down to $3.6 billion. For Los
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Angeles, the flow of actual federal dollars under this heading
dropped from $315 million in 1979 to $156 million in 1992.

All of this was but a ripple on a wave of unemployment that put fur-
ther pressures on the poor and on cities. The national unemploy-
ment rate, which had dropped to 3.5 percent in 1969, increased to an
average 6.7 percent from 1974-1980 under the stagflation that domi-
nated the 1970s. The average for the 1980s, however, went even
higher, to 7.2 percent. In 1989 the rate fell to a low for the decade of
5.4 percent, but then it rose in the first years of the 1990s to well
above 7 percent as the economy stagnated. The Los Angeles
metropolitan area was somewhat better off in the 1980sas goes the
defense budget, so goes Southern California, but that factor had been
sharply reversed by 1992.

In conjunction with the decline of poverty and urban policy in the
1980s was a lack of interest in research. The Reagan administration
took the view that they were elected to reduce the federal role, so it
showed little interest in what worked best among a set of alternatives.
The RAND urban program expired for lack of sustenance; among the
efforts of the 1970s, only the health insurance effort continued to at-
tract federal dollars and attention because health costs remained a
significant problem for the federal budget as well as for consumer
and business pocketbooks. RAND's two opportunities for specifically
urban analysis in the 1980s came from St. Paul and Cleveland, cities
that were trying self-help to fight off downward economic forces. In
St. Paul, the mayor wanted to offer public services modeled on pri-
vate sector practices of staffing and financing; in Cleveland, the
business community wanted to understand the relative strengths of
the local and regional economies to focus investment. These efforts
reflected the new political environment of the 1980s: decreasing fed-
eral support left cities to their own devices and local leadership,
which could not, however, restore funding levels.

1992: WHAT HAS CHANGED SINCE 1965?

The first years of the 1990s seemed a continuation of the 1980s but
the April 1992 Los Angeles civil disturbances revived sharp memories
of the 1960s and Watts in 1965 in particular. This section and the
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next present a picture of some of what has changed and what has
not. This section presents an overview, divided into four categories:

Factors that have remained relatively unchanged between 1965
and 1992.

Factors that have improved.

Factors that have deteriorated.

Other changes, that have neither improved nor impaired the ur-
ban landscape.

The final section then focuses on policy, deriving lessons from the
past to help choose alternatives for the future.

Similarities Between 1965 and 1992

Both disorders started in Los Angeles's South Central black area (but,
as discussed further below, 1992 was multiethnic, with more
Hispanics arrested than blacks, and participants and victims of all
races). Both involved large-scale violence, looting, and arson. Most
victims of both were members of the rioting groups or business own-
ers of other groups. Both were triggered by incidents in which Los
Angeles police were perceived to have acted brutally toward black
men. In 1992, as in 1965, the Los Angeles black community was very
sensitive to police racism, which the Kerner Report had stressed as a
key factor nationally. Neither in Los Angeles nor in most other cities
had the grievance procedures recommended in the 1960s been im-
plemented.

Underlying the trouble in both cases was the persistence of
black/white inequality and black poverty; in 1992 Hispanic poverty
played a major role in spreading it. All of this was manifest in par-
ticular in the lack of employment and employment opportunities. At
the time of the 1990 census, more than 40 percent of 16- to
19-year-old young men in South Central were either unemployed or
outside the labor force. (Unfortunately, no comparable figure is
available for 1965 or 1970.)

Journalistically, the 1960s phrase "culture of poverty" had been re-
placed by "the underclass," but the pictured syndrome was similar-
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neighborhoods characterized by poverty, unemployment, bad
schools, welfare, crime, early pregnancies, and female-headed
households.

Improvements from 1965 to 1992

By 1992 legal discrimination and segregation had disappeared (with
minor "private club" exceptions), and the "disrespectful white atti-
tudes" reported by the Kerner Commission were less endemic. There
was more contact between black and white middle classes, and less
tendency among whites to attribute the "underclass" culture to all
blacks.

More concretely, significant numbers of blacks had achieved major
economic progress. Jobs were available to those who were educated
and trained; affirmative action had assisted the process. The effects
of this crucial change are illustrated in Figure 1, which graphs the
proportions of families in the 1970 census and households in the
1990 census with incomes below the levels specified by the horizon-
tal axis.° In 1970 more than half of Los Angeles County blacks lived in
South Central; by 1990 only about a third lived there. The left part of
the figure shows that, in 1970, blacks in and out of South Central had
much lower incomes than whites. (The income distribution for
blacks in and out of South Central were so close that they cannot be
graphed separately.) However, by 1990, as the right side of the figure
shows, the blacks who lived outside South Central had an income
distribution about as close to whites throughout the county as to
blacks in South Central. By 1990 many blacks were able to seize op-
portunities to live and work beyond earlier geographic and social
boundaries. The downside of this change was the creation of two
black societies, separate and unequal, leaving the worst-off blacks
behind in South Central as a tinderbox for trouble.

Hispanics are not charted because their area of concentration, al-
though overlapping that of the blacks, had very different boundaries.
Their income distribution in 1990 was similar to that of blacks, al-
though fewer Hispanic households had incomes below $15,000 and
fewer above $25,000.

4 7
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By 1992 minorities had achieved fairer representation, at least as
compared to 1965, in politics and in key public services. The 45-
person California congressional delegation had four black members,
roughly commensurate with the relative population, as compared
with one member in 1965. In 1992 the delegation also had three
Hispanics and two Asian-Americans. By the end of 1991, almost 14
percent of the Los Angeles police force was black, as compared with 4
percent in 1965; by 1991 Hispanics outnumbered blacks. Blacks were
represented in all superior ranks except the top three positions; in
mid-1992, after the disturbances, Willie L. Williams, a black man, was
installed as police chief.

In a number of ways, the black community in South Central was
more stable in 1992 than in 1965. Black residents were no longer new
migrants from the South; most had been in the area for many years,
though transient Hispanics were replacing blacks in parts of the area.
Overall, home ownership in South Central was about 40 percent,
higher than the city as a whole, but some notorious public housing
projects still exist and do not seem to be improving; and in reception
areas for new Hispanic immigrants, housing seems at least as bad as
it was in Watts in 1965. Consumer facilities, pinpointed as a problem
in 1965, were substantially better in most of the area until many were
burned out in 1992. Community leaders played a calming role in
1992 a contrast to the "angry exhortations" noted by the Mc Cone
Commission.

Except for police grievance procedures, most of the Mc Cone recom-
mendations had been implemented well before 1992. In addition to
the improvement in consumer facilities, mass transit had been
greatly improved and so had recreational opportunities. A major
hospital had been built, although by 1992 the quality of health care
was declining because of underfunding.

Deterioration from 1965 to 1992

The 1992 disturbances were in themselves worse than those of 1965:
more people were killed, more property was damaged, and the un-
rest was spread over a wider area within Los Angeles and, indeed,
went outside the city itself to other municipalities such as Long
Beach and Compton.

50
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Beyond this, however, a number of fundamental conditions were
significantly worse in 1992. In particular, the national economic pic-
ture was dominated by recession and high unemployment. The 1992
economy was significantly worse in Southern California than else-
where, due particularly to the decrease in defense jobs.

In the late 1960s, it was hoped that desegregation would solve the
education problems of South Central, but the promise of desegrega-
tion never materialized, and the entire school system deteriorated
badly, with minority schools at the forefront of this decline.

By all measures, the black family was much worse off in 1992 than
when Moynihan wrote about it. Nationally, numbers of female-
headed families and welfare were all up (not disproportionately
among blacks, but because the black statistics were higher to begin
with, the increase brought them to very high levels). Half the chil-
dren aged 6 to 17 in South Central were in one-parent families.

Drug addiction and youth gangs existed in 1965, but the 500 plus-
page Kerner Report contained no index references to gangs, and only
two peripheral ones to drugs. The Mc Cone Commission did contend
that organized gangs had spread the violence once the disturbances
had started but found no evidence that they had helped start it. 181
By 1992 drugs and the drug trade and youth gangsthe two generally
supposed to be closely associated with one anotherwere consid-
ered central phenomena in South Central. Gangs helped spread the
violence. More important, however, drugs and gangs were essential
parts of the culture from which the disturbances sprang.

Other Changes

By 1992 the Hispanic population of Los Angeles County had over-
taken the black population in numbers, had replaced blacks in some
parts of South Central, and was well intermixed with them in others.
The disturbances, after their beginning, were as much Hispanic as
they were black. Perhaps surprisingly, blacks and Hispanics partici-
pated side by side; there was virtually no evidence of a clash between
the two communities. The more contentious ethnic issues seemed to
be between blacks and Asian-Americans, who mostly live outside
South Central but own many businesses inside.
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CAP and other antipoverty programs that the Mc Cone Commission
said "did not live up to their press notices" were gone by 1992.
Activism remained, still sometimes encouraged by private founda-
tion support, but the officially encouraged core provided by CAP had
disappeared. The urban renewal recommended by Mc Cone had
taken place but not necessarily in directions desired by all. Of the
Los Angeles Community Redevelopment Agency, under which re-
newal programs had been concentrated for many years, a local as-
semblyman summed up the attitude of many by saying that "the
community fears the CRA." [211

POLICIES AND IDEAS

It is difficult to net out the differences between 1965 and 1992. Are
things better or worse? Possibly better on balance, because of the
fading of overt and nnich covert racism, but the disturbances them-
selves indicate that matters are still far from satisfactory.

The central question, however, is not better or worse than the past,
but how can policy assist in bringing Los Angeles and other American
cities toward stable progress against inner-city poverty? The first part
of this section compares the policies, concepts, and programs of the
1960s to those now developing. The final portion suggests a frame of
reference for policy analysis to assist in choosing policy alternatives.

Looking Backward from the 1990s to the 1960s

Comparisons between the policies, concepts, and programs of the
two decades can be grouped into five categories:

Those that have lasted because they are seen as having worked.

Those that have faded but are now being revived in the hope that
their time may finally come.

Those that dimmed and remain dim.

Those that were largely ignored and are still being ignored.

Those that have become significantly more relevant since 1965.

5 i4
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Looking first at what has lasted, far and away the most important set
of policies are those subsumed under ci1,11 rights. In the 1960s the
combination of a civil rights movement that would not accept defeat,
a president who felt this mission deeply, and a Supreme Court that
tended to activism on rights finally moved the American conscience
as well as law to full incorporation of racial equity. Some allege that
efforts have retreated in the last decade, but the basic philosophy is
firmly embedded in law, politics, and even most practices. Minority
political representation has improved and is improving further under
legislative and judicial pressures; the same is true in the crucial area
of police force composition.

Among antipoverty policies, some specific 0E0 programs have lasted
because they were popularly adjudged as successful. Head Start, Job
Corps, Legal Services. The food stamp program has been expanded
and SSI for the aged initiated. The WIC nutrition program still exists
but is chronically underfunded in many states, including California.
Medicaid, on the other hand, together with its big brother, Medicare,
has sopped up so much public money because of rising health care
costs that it puts pressure on all other federal spending. Finally, the
Earned-Income Tax Credit, written into the income tax laws in 1987,
provides a small-scale NIT by giving "tax refunds" to working poor
people who in fact owe no taxes.

As for urban policies, a few grant programs for cities (e.g., for urban
transit) have lasted, albeit on a sharply decreasing scale. The idea
behind urban impact programs, focusing resources on urban poverty
areas, embodied in CAP's Kennedy-Javits program in the 1960s, has
continued in many forms, including most recently "enterprise
zones."

Other concepts come under the heading of having faded but being
revivedideas whose logic has seemed obvious but whose itnplemen-
tation has proved difficult. Hope is reviving that their time will come.
Few of them have been retranslated back into policy, but they form
part of the menu for future policies. For example, the police
grievance procedures recommended by the McCone and Kerner
commissions were never implemented; similar recommendations
were made by the 1991 Christopher Commission on the Los Angeles
police. [221
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Perhaps the most important of the reviving ideas, however, is simply
that both combating poverty and helping cities are appropriate ob-
jectives for national policy and that the two goals are closely related.
Political leaders again talk of "a hand up instead of a handout," the
slogan that was central to the War on Poverty; but as in the 1960s,
matters are much more complicated. In particular, policymakers are
again focusing on the welfare/jobs nexus: the attempt to provide
both incentives and opportunities for people to get off the assistance
rolls and into employment. Current efforts echo the early antipoverty
plansa combination of the NIT, training, and public jobs, is
returningalbeit with fewer public jobs and more coercion for
welfare recipients to work. The welfare/family relationship, also
stressed in the NIT proposals, is also coming back. And "family pol-
icy" is enjoying a revival. Although its meaning is obscured by the
controversies of the 1992 political campaign, it recalls the Moynihan
Report of 1965.

The CAP concept that Moynihan abhorred, that the recipients of as-
sistance programs should help control these programs, is also now
returning under the name "empowerment." Whether this will shape
the relationship between urban and antipoverty programs as it did in
the mid-1960s, however, is doubtful. The political lessons that put
CAP into disrepute have not been forgotten.

Other 1960s concepts have faded over the intervening years and still
seem dim. For instance, housing programs for the poor are seldom
mentioned: homelessness is not synonymous with "houselessness."
The issues of health care for the poor are seen simply a:, a part of the
overwhelming national health care and cost problem.

Decreasing inequality as such has become an objective seldom men-
tioned; if a rising tide raises all boats, a falling tide concentrates the
attention of each population segment on its own distance from the
mud flats. Desegregation has also faded; the legal concept is tri-
umphant and complete, but it has been largely abandoned as a prac-
tical solution for other problems, particularly for education in large
cities. The educational effects of desegregation have been thrown
into question, and in any case, "white flight" has made it almost im-
possible within boundaries of existing school districts.

One fundamental concept was largely ignored by policymakers in the
1960s and is still being ignored today. The crucial dependence of
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training and job programs for the poor upon high national and local
levels of employment, stressed by a few economists including 0E0's
planners in the 1960s but ignored by most urban and antipoverty
policymakers (perhaps because Vietnam was making employment
very tight anyhow), has not revived. Indeed, most policy economists
today, in and outside the government, focus on the objective of wip-
ing out inflation, even at the cost of relatively high unemployment,
which has a disproportionate effect on the "least employable" who
are concentrated in America's cities. The merits of price stability ver-
sus rapid economic growth are outside the scope of this discussion,
but for the particular set of objectives examined here, growth and low
unemployment are clearly necessary preconditions.

Finally, although there is nothing new under the sun, several policy
areas have become much more relevant to central inner-city problems
than they were in 1965. Drug policy is one of these; as noted, the
1960s reports hardly mentioned drugs. And the role of Hispanic and
Asian immigrants, both as change agents over the long run and as
participants and victims of the disturbances in the short, means that
national immigration policy has become highly relevant.

A Policy Frame for the Future

The discussion of the policies and polic'y ideas of the past as they
have come up to the present suggests a framework for examining al-
ternatives for the future. A basic premise for this framework is the
assertion that although not every urban problem stems from an-
tipoverty and distress in the inner city, enough do that poverty policy
and urban policy must be reconnected. Certainly that is true for Los
Angeles.

Within this broad urban/poverty area, most of the policies that have
been discussed in this chapter and form part of the general discourse
fall into four general categories:

Policies to improve employment opportunities for inner-city
poo r.

Policies to change the "environment" of the inner cities.

Policies to improve policing practices.

5
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Restructuring of financing.

This chapter ends with some specific suggestions that stem from the
previous discussion. However, for the most part, the conclusions
highlight what we still need to know in each of the categories.

Employment opportunities. The suggestions begin with the central-
ity of high employment in urban areas. How close the jobs have to be
to the inner city itself is conjectural and will vary city by city, but in-
sufficient jobs in the area will always translate into no jobs for the
hardest to employ. Thus, the most important suggestion is that, if
national policy is serious about solving urbanlpoverly problems, then
it must focus more clearly on solving national unemployment prob-
lems. Given sufficiently high levels of overall employment, issues
needing further exploration include the appropriate combinations of
training programs and job-providing programs as in the antipoverty
plans of the 1960s; incentives to work and coercion to work for wel-
fare recipients; and attractions to training and legitimate jobs for
those now in illegitimate jobs. Some training programs have been
evaluated as effective over the years, and they can provide a starting
point while further investigation, and perhaps new experimentation,
is carried out. 123)

In addition to high employment and jobs as such, educational reform
is clearly a necessary part of the longer-run solution to unemploy-
ment in the inner cities. In addition to being at least as conjectural as
any other category of policies, however, effective educational reform
will be long run. And since improving and stabilizing inner cities
cannot wait on educational success, educational improvement can-
not be the first order of business.

Inner-city environment. Certain problems that by now seem en-
demic to inner cities challenge even the most optimistic problem
solvers: a second and third generation of individuals and families
that remain mired in early childbearing, low educational achieve-
ment, poor job skills, and for whose males jail is a more common ex-
perience than full-time employment. For these residents, specific
problems may be harder to address because they have assumed a
kind of hopeless normality. To the extent that job programs can at-
tract young men and women (not excluding the possibility of finan-
cial coercion through welfare reform), jobs "with a future" may go a
long way to breaking the gang/drug culture. Specific reforms that
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might be effective need more exploration, but reversing antijob in-
centives in welfare is an obvious starting point. So is removing the
incentive that provides welfare only to mothers without a father in
residence; perhaps also revising the presumed incentive for welfare
mothers to have additional children, although that is very controver-
sial. The revival and full funding of the WIC program for maternal
and child nutrition is very important. 1241 Beyond that, what combi-
nation of direct family support, day care, education, exhortation,
drug withdrawal programs, "empowerment," "enterprise programs,"
and effective policing will work and how well is impossible to say.
Even more than educational reform, changing attitudes and expec-
tations is likely to be both necessary and slow.

Policing practices. Policing may be the area where needs are the
clearest. The recommendations of the 1991 Christopher
Commission were quite specific and, as noted, similar to those of
1965. The 1965 recommendations to bring many more members of
minorities onto police forces were implemented, but the events from
the King beating of 1991 to the 1992 civil disturbances have indicated
that, while necessary, police integration was not in itself sufficient to
prevent repetition of events similar to those of 1965. The grievance
and community relations recommendations of 1965 were not im-
plemented, and although there is reason to hope that the
Christopher recommendations will be, neither the reforms nor their
effectiveness in changing police/community interactions is guaran-
teed.

Restructuring of financing. As the federal government reduced its
role in the 1980s, states replaced it, cities found new sources of rev-
enue, or they did without. In the 1990s, however, recession has led to
a virtual collapse of many states' ability to act as underwriters; in
California, the depth of the recession has made the state's
Proposition 13-imposed role as provider of last resort impossible to
maintain. (See Chapter Ten.) With this failure, cities, including Los
Angeles, have been forced to orchestrate their own help. They have
turned to their own business communities. Certainly cities boasting
a strong, unified business sector that provides either direct support
to servicesfor example, help to local schoolsor lobbies to
broaden access to financing for new business through changing tax,
loan, or regulatory policies appear to be better off than those that do
not. But business capabilities are invigorated or dampened by
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national economic trends. In our view, local initiatives can make im-
provements at the margin, but significant improvements in employ-
ment for the hard-core poor and in their children's skills and oppor-
tunities are dependent on strong national economic growth and the
assumption of a federal role in urban economic development.

Meanwhile the gaggle of decisionmakers who must ultimately be in-
volved in solutions is extensivecounty welfare services, indepen-
dent school districts, state regulatory agencies, to name only a few.
Matters may have reached the point at which the federal govern-
ment, the states, and the localities may be forced to think about a
more radical restructuring of taxation, financial responsibility, pro-
gram implementation, and overall governance. In the 1950s, federal
policies not designed for their specific urban effects, plus market
forces, configured the cities. In the 1960s, federal policies adminis-
tered by federal bureaucrats, CAP authorities, and, ultimately, city
governments tried to change the inner cities. In the 1970s, the feds
provided money without much policy direction; in the 1980s, the
money dried up. For the 1990s, it has been suggested as one example
that both responsibilities and funds be decentralized to the states.
[251 Other combinations are possible; none has yet been proven.

WHAT EFFECTS WHOM, WHERE?

Jobs, inner-city social problems, policing, and financial restructuring
all concern the substance of urban/poverty policy. Crossing all these
substantive categories, there remains the "process" issue of people,
places, and jurisdictions.

All programs have indirect effects that are often not anticipated.
Programs aimed at helping people (e.g., those that expand education
or training opportunities) have the best chance of providing that
helpbut quite possibly by enhancing mobility in ways that may
harm places or specific political jurisdictions (e.g., the move of the
best-educated and -trained blacks out of South Central between 1970
and 1990). Programs that aim to increase the attractiveness of an
area may be quite successful, but they may not benefit the original
residents: if a program works, property values may rise, employees
may be attracted from elsewhere, and current residents may grow
even more disadvantaged. Or, as has happened in sections of Los
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Angeles, downtown development may simply force out former resi-
dents. In reality, both people and place programs are needed in or-
der to improve what everyone wantsthe neighborhoods people live
in and the opportunities they have.

And, finally, policies and processes must be implemented by juris-
dictional authorities. Between the upper-level complexities of our
federal system and the local jumble of municipalities, counties, and
special districts, particularly endemic in California, who is to do what
and who is to pay for it?

NOTES

For whatever reason, the Five-Year Anti-Poverty Plan tended to slight health care, in
spite of the fact that the administration was just beginning the Medicaid/Medicare
revolution.

Blacks were underrepresented in every way. Politically, for example, one of
California's 38-man (accurate usage) delegation to the U.S. House of Representatives
was black. There was also a Hispanic.

'What he actually said is still unprintable, even in this more liberal age.

-1-hough we focus in this chapter on RAND's urban research, many other scholars and
institutions were engaged in urban analysis during this period. Important examples
include Chinitz, Benjamin, ed., Central City Economic Development, Cambridge,
Mass.: Abt Books, 1979; Gorham, William, and Nathan Glazer, eds., The Urban
Predicament, Washington, D.C.: The Urban Institute, 1976; Hochman, Harold M., The
Urban Economy, New York: W. W. Norton and Company, 1976; Leven, Charles L., The
Mature Metropolis, Lexington, Mass.: D.C. Heath and Company, 1978; and Nathan,
Richard P., et al.),/onitoring Revenue Sharing, Washington, D.C: The Brookings
Institution, 1975.

ftThe distinction between families and households is a technical one. Although not
trivial, it has little bearing on the kinds of comparisons made here. Neither does the
fact that the income levels for each of the two years are in terms of dollars of that year.
The issue being examined is comparison of income attributions for each of the two
years.
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Chapter Two

The Widening Income and Wage Gap
Between Rich and Poor

Trends, Causes, and Policy Options

Lynn A. Karoly

INTRODUCTION

Soon after the civil disturbances in Los Angeles in April 1992, the Los
Angeles Times reported that many city and county residents failed to
share in the prosperity of the 1980s. DI Census Bureau data revealed
that the poverty rate for the city grew from about 11 percent in 1969,
to 13 percent in 1979, to slightly more than 15 percent in 1989.
Moreover, in South Central Los Angeles, one of the areas most af-
fected by the disturbances, the 1989 poverty rate of 30 percent
exceeded even the 27 percent level of 1965, the year of the Watts
disturbance. 121 At the same time, income for the median household
in the state of California and the county of Los Angeles grew about 17
percent after adjusting for inflation during the 1980s, with even
higher rates of growth in more prosperous communities.

Although these data provide a context for analyzing and understand-
ing the problems of South Central and Los Angeles as a whole, the
phenomenon of increasing disparities in income is not limited to
Southern California or even to the entire state. Although the size of
the economic pie expanded between 1983 and 1990, a period mark-
ing the longest peacetime expansion since World War II, there is evi-
dence that the gains were not equally shared. In particular, a num-
ber of recent studies point to a growing income gap between families
and individuals at the bottom and the top of the income ladder. This
pattern holds for the country as a whole as well as for many smaller
geographic areas; the pattern applies to family incomes and also to
workers' wages. Furthermore, the data indicate that the rise in in-
come disparity during the 1980s continues a trend that began at least
a decade earlier.
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While these trends in the distribution of income are of national im-
portance, they are particularly relevant for urban areas such as Los
Angeles. Issues of poverty, the underclass, homelessness, and job-
lessness are inextricably linked to the factors that shape the income
distribution in our society. Understanding the nature and possible
causes of significant changes in the income distribution provide an
important context for analyzing a variety of problems that confront
urban areas and urban residents in this country. Finding realistic, ef-
fective solutions also depends critically on understanding the factors
that shape the distribution of well-being in urban areas and in the
United States as a whole.

In this chapter, my aim is to summarize the significant changes in the
income distribution over the last two decades and to identify poten-
tial explanations for these trends. In the next section, I describe how
the distribution of family incomes and workers' wages have changed
during the past 20 years. Because the distributional changes apply to
the United States as a whole, I focus primarily on national trends in
income distribution, but I also show, when possible, how national
patterns are reflected in Los Ang*s and in the state of California. In
general, these comparisons suggest that as the nation goes, so goes
California and Los Angeles.

The observed distribution of income is the result of a complex set of
factors, including the opportunities individuals face, their decisions
given those opportunities, and a set of public and private institutions
that help determine how society's output is allocated across families
and individuals. Under the heading "Explaining the Rise in Income
and Wage Disparities," I discuss the importance of a number of fac-
tors that could affect the distribution of family income and wages.
These include the impact of tax and transfer policies; the effect of
changes in family composition; and supply, demand, and other fac-
tors affecting the labor market. Although research has yet to fully
untangle the role of the various factors that have affected the income
distribution in the last two decades, the discussion of potential
causes demonstrates that no single factor explains the rise in
inequality. Changes in family structure, the increased labor force
participation of women, and the rise in wage inequality all appear to
have contributed to the greater dispersion in family incomes. The
most important factors that can explain the rise in wage inequality
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include changes in industry structure, the increased globalization of
the economy, declining unionization, and technological change.

Finally, the concluding section considers what we can expect for the
future and what policy measures are available to reverse the increas-
ing dispersion in incomes and wages. The policy options include
traditional redistributive measures, such as macroeconomic policies
and tax and transfer measures. Less traditional options include gov-
ernment policies that respond to the structural shifts in the economy.

DISTRIBUTIONAL TRENDS

Discussions of income distribution are often controversial. Words
like "inequality," or "disparities," or "dispersion" can be defined ob-
jectively; but for some, they imply value judgments that one distri-
bution is more equitable than another. In this section, I focus on
what the data show about changes in income distribution without
invoking normative judgments. Given the significant changes in in-
come inequality, it is worth devoting some attention to describing
the shape of the income distribution in the United States and how
that distribution has changed over time.*

A Parade of Dwarfs and a Few Giants

Jan Pen once proposed that we view the income distribution as a pa-
rade, where each individual or family marches in order of their in-
comes, starting with the poorest and ending with the wealthiest. 13]
The income of the marcher would be identifiable, not by a placard,
but by the marcher's height: the person with average income would
reach the average height of the population (say 510"), while the
height of all earlier and later marchers would be proportional to their
incomes. The spectacle would last just one hour, so that every six
minutes, one-tenth of the population would pass by.

Consider the view from the grandstands if Pen's parade were held to-
day using data for incomes in 1990. Each marcher represents a fam-
ily in the U.S. population (including married couples, families with
children, and single adults). The income measure for each family will
be the annual pre-tax money income of the family (this includes
items such as wages and salaries, self-employment income, Social
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Security, unemployment insurance, welfare payments, and interest
and dividends but excludes taxes and in-kind payments and transfers
such as food stamps and medical insurance).

As the parade begins, the first participants to file by would actually
have negative height because the families would report that losses
from self-employment or other business entures outweighed any
positive income receipts. Within the first minute, the marchers'
heads would be above ground, but their heights would be miniscule.
Gradually the heights (and incomes) would increase, yet the proces-
sion would consist of dwarfs for some time. For example, 6 minutes
after the start of the parade (the first 10 percent of the marchers), the
marchers' heights would be just over 12 inches: families at the 10th
percentile of the income distribution had a total income of about
$6,200 in 1990, less than one-fifth of the average income. And, after
15 minutes (one-quarter of all families), the marchers would just be-
gin to exceed 2 feet in height (corresponding to $13,000 in 1990).
Even halfway through the parade, we would still be waiting for the
person of average height to pass: the median family had approxi-
mately $26,400 in 1990, about 78 percent of the average family in-
come of $33,800.

With 23 minutes remaining, we finally see marchers of average
stature. In the remaining time, the marchers' heights increase: with
15 minutes to go, the participants stand 8 feet tall (corresponding to
family incomes of about $46,000); with 6 minutes left and 10 percent
of the marchers to go, we see people more than 12 feet tall
(representing an income of about $70,000). Yet, even with only 3
minutes left in the parade, we have yet to see anyone of truly excep-
tional height: a family positioned at the 95th percentile of the dis-
tribution had about $90,000 in 1990, less than 3 times the average in-
come. It is not until the last minute that the true giants begin to ap-
pear, standing more than two stories tall. Then, in the last seconds of
the procession, as in Pen's parade, we see "figures whose height we
cannot even estimate: their heads disappear into the clouds and
probably they themselves do not even know how tall they are." [3,
p. 531
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Trends over Time: More Dwarfs and Giants

While Pen's parade demonstrates the disparities in today's income
distribution, the sight of the procession may not be too alarming: we
know that incomes are not equally distributed in this country and
that some families have exceptionally high incomes. W:iat has gar-
nered the attention of academics, policymakers, and the public is
how the parade has changed over time. Based on my own research
and a number of other studies, there is considerable evidence
demonstrating an increase in dispersion in the distribution of family
income in the last two decades. [4] In terms of our parade, this
means that there are more dwarfs compared with previous proces-
sions and more giants.

One way of summarizing how the shape of the income distribution
has changed over time is by examining the trends in the real
(inflation-adjusted) incomes of families at the same point in the in-
come distribution. Figure 1 shows the trend in real family income for
families at three points in the income distribution: namely, the 50th
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percentile, or median family; the 90th percentile, reflecting the expe-
rience of wealthier families; and the 10th percentile, representing the
experience of lower-income families. This figure shows Low both the
level and shape of the income distribution are changing over time.
All incomes are indexed to equal 100 in 1970. If there is no real
growth in income at any point in the distribution, the trend line will
be flat. An upward trend indicates real income growth; a downward
trend, a decline in real income. If incomes are growing at the same
rate at all points of the distribution, the shape of the distribution
would remain unchanged and the trend lines for each percentile
would move together. In contrast, if incomes at the top of the distri-
bution are growing faster than they are at the bottom, the trend lines
diverge.

Figure 1 confirms a growing gap between families at the top and bot-
tom of the income distribution. At the median, real family income
was stagnant over the 20-year period from 1970 to 1990, declining 5
percent in real terms between the 1973 peak (equal to $27,700 in 1990
dollars) and 1990. Likewise, family income at the 10th percentile,
after peaking in 1973, fell 9 percent in real terms, from about $6,650
in 1973 to $6,100 in 1990. In contrast, real income at the top of the
distribution, the 90th percentile, grew about 12 percent in real terms
since 1973. Looking over the two decades between 1970 and 1990, a
family at or below the median had about the same income in 1990 as
a similarly situated family 20 years earlier. At the same time, a family
at the top of the distribution in 1990 has seen real income gains of 20
percent compared to a family at the same position in the income
distribution two decades ago. Even the economic recovery that
began in 1983 did little to improve the economic fortunes of families
at the bottom of the income scale.

This growing dispersion in the income distribution among families is
significant in three respects. First, it is a change from the historical
pattern of growing average incomes and a more equal distribution of
income. Data prepared by the Census Bureau since 1947 show that
inequality among families, after declining to a postwar low in 1967
1968, reached a postwar high in 1989. [5]

Second, the shifts in the shape of the income distribution imply a
substantial redistribution of income, from income recipients at the
bottom to those at the top. One way of quantifying the magnitude of
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the redistribution implied by an increase in inequality between year
1 and year 2 is to ask how much income would have to be transferred
from families below the median to those above the median in order
to achieve the observed increase in inequality? The increase in in-
equality between 1970 and 1990 is equivalent to taking the 1970 in-
come distribution and transferring nearly $2,000 from every family
below the 1970 median ($26,266 in 1990 dollars) to every family
above the median. 161 While this represents only a hypothetical re-
distribution, it illustrates that the rise in inequality implies a substan-
tial transfer of income among families over the last two decades.

Third, the rise in inequelity through the 1980s occurred despite the
longest peacetime economic expansion in the postwar period.
Conventional wisdom holds that the distribution of income becomes
less equal during economic downturns since families at the bottom
of the distribution are more likely to face income losses during a re-
cession. Periods of economic growth, in turn, tend to be years when
the distribution becomes more equal. Although the sharp increase in
inequality between 1980 and 1984 is consistent with the back-to-back
recessions in 1980 and 1981-1982, the continued rise in inequality
through 1989 suggests that more fundamental factors than the busi-
ness cycle were at work.

The Impact on Los Angeles and Minorities

What do these trends at the national level imply for families in
California or Los Angeles? The data indicate that the pattern of a
growing gap between low- and high-income families is reflected, if
not amplified, in the state of California and in the Los Angeles
metropolitan area. Figure 2 shows the percentage change in real
family income between 1973 and 1990 (the period of increasing in-
equality among all families) for the IOth, 50th, and 90th percentiles.
The percentage changes for the United States as a whole reflect the
trends shown in Figure 1 for the 1973 to 1990 time period. When we
look separately at California and Los Angeles, we see a similar pat-
tern. In each case, as in the national data, incomes grew fastest at the
90th percentile and slowest at the 10th percentile, indicating an in-
crease in income dispersion. In Los Angeles, in particular, the differ-
ential rates of income growth between 1973 and 1990 are striking,
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SOURCE: Author's tabulations from the March CPS from 1973 to 1990.

Figure 2Trends in Real Family Income,
United States, California, and Los Angeles

with real income declining 17 percent at the 10th percentile and ris-
ing 22 percent at the 90th percentile. As a result, in Los Angeles in
1990, family income at the 90th percentile was almost 13 times
higher than at the 10th; the ratio was about 11 to 1 for the nation as a
whole.

The increasing inequali,y in family incomes is repeated when we
look separately at families of different race/ethnicity. [4] Figure 3
shows the percentage change in real family incomes between 1973
and 1990 at the respective 10th, 50th, and 90th percentiles of the in-
come distribution among white, black, and Hispanic families. Again,
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for families in each group, income dispersion increased over the pe-
riod: incomes grew fastest at the top of the distribution and slowest
at the bottom. Since black and Hispanic families have lower incomes
on average (i.e., they are more likely to be in the lower ranks of the
overall income distribution), families at the bottom of their respec-
tive distributions experienced sharp declines in real incomes. For
instance, for black and Hispanic families at the 10th percentile, real
incomes declined 14 and 34 percent, respectivelya sharper decline
than that experienced by white families at the same percentile (who
actually saw a slight growth in income). As a result, inequality in-
creased to a greater degree among families headed by minorities
compared with white families. A similar analysis for families of dif-
ferent ages and with different compositions shows that inequality
increased for virtually all groups of families during the last two
decades. [4]

Accounting for Taxes and Transfers

Until now, we have focused on changes in the distribution of family
income before taxes and without including the value of nonmonetary
transfers such as food stamps or medical insurance. Since the tax
and transfer system overall is progressive, redistributing income
from families with high incomes to those with lower incomes, there is
less disparity in the post-tax, post-transfer distribution of income.
However, because the redistributive impact of taxes and transfers
declined during the 1980s, the rise in income inequality is even larger
when a more comprehensive measure of income is used. [6]

During the 1980s, two major pieces of tax legislation affected the
post-tax distribution of income. The Economic Recovery Tax Act
(ERTA) of 1981, passed within a year of Ronald Reagan's inaugura-
tion, reduced the top marginal tax rate from 70 percent to 50 percent
and phased in a 23 percent reduction in the marginal tax rates in
other income brackets. One consequence of ERTA and of later in-
creases in Social Security payroll taxes was to reduce the progressiv-
ity of the tax system during the first half of the 1980s. Latcr, the 1986
Tax Reform Act (TRA) specifically targeted changes in the tax code to
benefit those at the bottom of the income ladder (by increasing the
personal exemption, standard deduction, and the Earned-Income
Tax Credit). Despite a further reduction in top marginal tax rates,
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most analysts have concluded that the tax system became slightly
more progressive as a result of TRA. Nevertheless, the net impact of
tax changes during the 1980s was to contribute to the rise in inequal-
ity. [6] Since the redistributive impact of cash and noncash transfers
remained essentially unchanged during the 1980s, tax and transfer
policy as a whole contributed to the rise in inequality over the
decade. [7]

Another Parade: Workers and Their Wages

Given that about 80 percent of family income is derived from the la-
bor market, changes in the wage structure are linked to the overall
distribution of income. In the last two decades, there have been
equally dramatic changes in the distribution of wages among work-
ers. Again, as in the parade of family incomes, the parade consisting
of workers with heights defined by wage and salary income now con-
tains more dwarfs and more giants. Since the 1970s, there has been
an increase in dispersion in the wage distribution for men, a trend
that accelerated during the 1980s. Among women, the rise in wage
inequality is a more recent phenomenon, starting in the 1980s. This
pattern holds for annual wage and salary income, weekly wages, and
hourly wages. Since inequality increased among all workers as well
as full-time year-round workers, the rise in wage dispersion cannot
be attributed to changes in the proportion of part-time part-year
workers. 01

To illustrate these trends, Table 1 shows the percentage change in
real weekly wages between 1973, 1979, and 1990 for all male workers
at three points in the distribution for the United States, California,
and Los Angeles. For men, wage dispersion increased between 1973
and 1990, with the sharpest increase occurring since 1979. Between
1973 and 1990, weekly wages, after adjusting for inflation, declined 22
percent at the 10th percentile, while wages grew 9 percent over the
period at the 90th percentile. Even the median male worker saw real
wage declines on the order of 10 percent since 1973. Thus, wage
growth for men was positive only in the upper segments of the distri-
bution.
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Women differ from men in that wage dispersion actually declined be-
tween 1973 and 1979, as wages grew fastest at the 10th percentile
compared with the 90th percentile (9 percent versus 5 percent). The
compression of the wage distribution was reversed during the 1980s,
with a 19 percent increase in real wages at the 90th percentile com-
pared with only 4 percent at the 10th percentile. Despite the rise in
wage dispersion among women, at each point in the distribution,
real wages were higher by 8 to 25 percent in 1990 compared with
1973, a sharp contrast to the real decline in male wages.

Changes in the wage distribution for men and women in California
and Los Angeles tend to mirror national patterns. One difference is
that real wages have not risen in Los Angeles for men at the top of the
wage distribution since 1973. The data suggest, consequently, that
there has been a smaller rise in wage dispersion in Los Angeles com-
pared with the nation. In addition, in both the state and the Los
Angeles metropolitan area, wage dispersion among men appears to
have declined between 1973 and 1979 due to faster wage growth at
the 10th percentile of the distribution compared with the 90th
percentile. (These differences may not be statistically significant due
to the smaller sample sizes available for California and Los Angeles.)

One of the more striking changes in the wage structure in the last
decade is the growing wage gap between more- and less-educated
workers. Figure 4 illustrates this phenomenon for men by showing
the trend in real median weekly wages for three groups: high school
dropouts, high school graduates, and college graduates. Between
1973 and 1979, real wages declined for all three groups, although the
larger drop in median wages for college-educated workers indicates a
decline in the college premium during that period. Since the late
1970s, the trend in real wages has been dramatically different for the
three groups. While the real wages of the median high school grad-
uate or dropout continued to decline up to 20 percent, the median
college graduate's real wages have grown by 10 percent since 1979.
Wage differentials between those with more and less years of work
experience also expanded during the 1980s. For many groups, such
as younger less-educated workers, the absolute and relative fall in
wages has been accompanied by a reduction in employment oppor-
tunities, evidenced by higher unemployment rates. Thus, for exam-
ple, young black high school dropouts now face reduced prospects in

u
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Figure 4Trends in Median Real Weekly Wages for Men, by Education
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the labor market both in terms of the likelihood of securing employ-
ment and in the economic rewards for work.

Trends in Income Mobility

Thus far, in order to assess how the distribution of income has
changed over time, I have relied on a series of annual snapshots, or
cross sections, of how incomes or wages are distributed across fami-
lies or workers. In the context of Pen's parade, our cross-sectional
data mean that in each successive year a family or worker may ap-
pear at different points in the processionfor example, at the head
of the parade in one year or bringing up the rear in another. Thus,
the trends shown in Figure I do not reflect changes in income for the
same families over time but for families at the same position in the
income distribution.
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The alternative approach is to follow the same families over time to
measure their movement within the income distribution. This ap-
proach can also be used to study the distribution of income mea-
sured over longer time periods, such as a decade or a lifetime. Thus,
we could imagine a parade where heights are measured by a person's
annual income averaged over his or her lifetime. By tracking in-
comes for the same families or individuals, we can also obtain a pic-
ture of the amount of mobility within the income distribution.

Some recent studies using data that follow the same families over
time have produced findings that are consistent with the cross-sec-
tional data showing a rise in family income inequality. First, studies
using a more permanent measure of family income (e.g., measured
over a 10-year period instead of a single year) also show a growing in-
equality since the 19705. 181 This means that, after smoothing out
annual fluctuations in income, there is still more disparity in today's
income distribution compared with 10 or 15 years ago. These
findings suggest that if we could measure income over an individual
lifetime, we would also see a rise in inequality.

Second, while analyses based on following the same families ox er
time show that there is considerable mobility within the income
distribution, the data indicate that some of the upward paths were
less well traveled during the 1980s. For example, one study found a
reduction in the proportion of individuals who attained a middle
class level of income; that is, fewer people climbed up from the lower
ranks and more people slipped into them. [9] The risk of downward
mobility was higher for blacks, households headed by women, and
those with less than a high school education. At the same time, a
higher fraction of individuals moved into the upper income category,
while fewer dropped out. The study concluded that education was
the single most important factor in increasing the chances of upward
transitions and in reducing the likelihood of downward movement.

EXPLAINING THE RISE IN INCOME AND WAGE
DISPARITIES

While evidence of rising income and wage disparities in the last two
decades is well documented, the debate continues about the causes
of the trends. Identifying the factors producing these trends is an
important first step toward determining if policy can attenuate or re-
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verse the trends (assuming we decide that is a desirable goal). For
example, if changes in the income or wage distribution are associ-
ated with the baby boom, a demographic phenomenon largely be-
yond the control of policymakers, there may be little room or justifi-
cation for intervention. On the other hand, changes in the income
distribution may themselves be the direct result of policy changes, in
which case the distributional impact of these policies needs to be
recognized and quantified.

In the remainder of this section, I will discuss a number of possible
explanations for the rise in family income inequality and wage in-
equality. Among the potential explanations for increases in family
inequality, I consider the role of fiscal policies adopted during the
1980s as well as changes in family composition, including the rise in
female-headed households and increased labor force participation of
women. I also discuss a number of supply, demand, and institu-
tional factors that may have affected workers and their wages over
the last two decades. Explanations for the rise in wage dispersion
include the effect of the baby boom, immigration, deindustrializa-
tion, international competition, technological change, and declining
unionization. Because the determinants of the distribution of in-
come and wages are complex, research into the causes of the rise in
inequality is far from complete. Additional study is required before a
full accounting of the relevant factors is possible.

The hnpact of Fiscal Policies of the 1980s

One of the ways in which government policy affects income distribu-
tion is through tax and transfer policy. As noted above, the distribu-
tional changes of the 1980s were accompanied by substantial revi-
sions to the tax code in 1981 and later in 1986. At the same time, real
transfer spending declined during the decade, particularly for pro-
grams targeted at low-income families. These changes have led
some to suggest that fiscal policies may have directly altered the in-
come distribution by changing post-tax, post-transfer incomes.
These policies may also have indirectly altered the distribution by
changing pre-tax, pre-transfer incomes. For instance, some analysts
have claimed that the rise in family income inequality during the
1980s was caused by the sharp reduction in marginal tax rates for
high-income taxpayers, inducing them to work more, report more
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income, shift compensation toward cash forms, and realize more
capital gains.

A review of the evidence in support of a direct or indirect role for fis-
cal policies provides mixed results. [6] First, the direct impact of tax
and transfer policy was in the direction of increasing inequality due
to a decline in tax progressivity and reductions in transfer programs.
Even so, the rise in pre-tax income inequality explains about 80 per-
cent of the increase in post-tax inequality in the last decade. In other
words, only 20 percent of the increase in post-tax inequality can be
explained by the declining progressivity of the system. Estimates of
the possible behavioral responses to tax policy changes during the
1980s are not large enough to account for, and are often inconsistent
with, the observed rise in income dispersion. The rise in inequality
also predates the tax changes during the 1980s, so the modifications
in fiscal policy cannot be the only culprit.

The Effect of Family Composition Changes

The period of rising income dispersion has been accompanied by
significant changes in family structure that can help explain the dis-
tributional trends. Single individuals and female-headed families
represent a growing share of all family units. For instance, today ap-
proximately one in six families is headed by a woman compared with
just one in 10 families 20 years ago. At the same time, traditional
husband-and-wife families with a working wife, once in the minority,
now make up more than 60 percent of these families. The number of
younger and older families have also both increased, in part
reflecting the influx of postwar baby boomers into the family ranks.
These various demographic factors could be expected to increase the
number of low-income and high-income families.

A number of studies have examined the impact of these composi-
tional changes. In one analysis, I estimated that about one-third of
the rise in inequality between 1967 and 1987 can be explained by
shifts in household composition toward single-parent families and
single individuals. [4] However, the changing age composition of
families played no role in the growing income disparities over the
period. The contribution of an increase in the number of working
wives is not clear. On the one hand, studies generally concur that
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wives' earnings tend to equalize the distribution of income among
married-couple families, with little change in this equalizing effect
over time. At the same time, the data also suggest that the earnings
from secondary earners or family spouses may have contributed to
the rise in income disparities among all families. [6] Although the ef-
fects of these compositional changes appear to be substantial, they
do not fully account for the rising income disparities among families.

Supply, Demand, and Other Factors Affecting Labor Markets

As noted above, the largest component of family income is derived
from the labor market. Compared to other sources of income, the
rise in wage inequality, especially for family heads, had a significant
impact on income inequality. For instance, in a hypothetical world
with no increase in wage inequality among family heads between
1980 and 1985, the rise in income inequality would have been about
30 percent lower. 161 What factors can explain the significant
changes in the wage structure over the last two decades? A number
of explanations have been offered, including supply-side changes
such as the baby boom and immigration; demand-side factors like
deindustrialization, international competition, and technological
change; and changes in wage-setting institutions such as unions.

The baby boom. One of the most significant demographic c(hanges
to take place in the last two decades was the entry of baby boomers
into the labor market during the 1970s. The entry of this large group
of workers could be expected to affect the wage distribution in two
ways. First, since younger workers earn lower wages on average
compared with more-experienced workers, the influx of a large num-
ber of inexperienced workers into the labor market could increase
the number of lower-wage workers. At the same time, if younger
workers are not as productfve as older workers, the relative increase
in the supply of younger workers would be expected to lower their
relative wages. While the baby boom can help explain the trend to-
ward greater wage inequality during the 1970s, it does not appear to
have contributed to the trend during the 1980s. In the last decade,
the proportion of younger workers in the labor market declined,
which should have improved their relative wages. In fact, recent
changes in the age structure of the work force slowed the rise in in-
equalit!, . If the age composition of the labor force had remained un-
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changed over the last two decades, the rise in wage inequality would
have actually been higher. [41

Immigration. Another supply-side factor affecting the labor market
is the influx of legal and undocumented immigrants into the work
force. It is estimated that nearly 12 million legal immigrants, plus an
additional 5 to 6 million undocumented immigrants, have entered
the United States since 1970. In 1991. the Los Angeles metropolitan
area was the favored destination for new arrivals, attracting 14
percent of all legal immigrants. Since immigrants earn lower wages
on average, their increased numbers in the labor market could have
an impact similar to the baby boomers: increasing the number of
low-wage workers and reducing the relative wages of lower-skilled
workers.

Based on research to date, the impact of immigration on the national
or regional wage distribution is uncertain. Typically, studies of how
new immigrants affect a local or regional labor market find evidence
of only a small negative impact, if any, on the wage structure. For in-
stance, one study of 24 cities in the United States during the 1980s
found weak evidence of a relationship between the share of immi-
grants in the labor force and the level and shape of the wage distri-
bution. [10] In contrast, another recent analysis estimated that the
increased flow of immigrants during the 1980s explains a large frac-
tion of the decline in relative wages of high school dropouts, the
group of workers most likely to be affected by an influx of lower-
skilled workers. [111 However, this study did not evaluate the impact
of immigration on the overall level of wage inequality.

Deindustrialization. Some have argued that the growth in service
sector employment in relation to the manufacturing sector has con-
tributed to increasing wage dispersion. Since manufacturing jobs
pay higher wages on average compared with the service sector and
since wage dispersion is higher in service industries, it is possible
that the cominual growth of the service sector and the loss of manu-
facturing jobs may have contributed to rising wage inequality.
Indeed, there have been significant shifts in the industrial distribu-
tion of employment in the last 20 years. The share of manufacturing
employment has declined from 30 percent to less than 20 percent,
while the share of employment in service industries has steadily in-
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creased so that now three out of five workers are employed in this
sector.

Despite the significance of these shifts, the contribution of deindus-
trialization is not exceptionally large, explaining about 10 to 20 per-
cent of the growth in wage inequality on average. Even in areas with
the largest declines in manufacturing, such as the rust-belt states, the
contribution does not exceed 25 percent. [12] The finding that wage
inequality has increased within most industries explains why sectoral
shifts alone do not account for the changing wage structure.

International competition. During the period of rising wage in-
equality, foreign competition had an increased effect on the U.S.
economy. Over the last two decades, trade has doubled its share of
gross domestic product (GDP), rising from 8 to 16 percent. Also,
during the 1980s, the U.S. trade deficit worsened dramatically after
years of more-balanced trade. When the trade deficit peaked in 1987.
imports exceeded exports by 40 percent. Increased competition
from abroad has a variable impact on the demand for U.S. workers
with different characteristics. For example, los Jer-skilled and less-
educated workers are concentrated in exporting and in import-
competing industries, such as automobiles or consumer electronics.
These workers are in industries with declining demand, which re-
duces their relative wages. In contrast, nontraded goods and services
industries with little foreign competition, such as professional ser-
vices, employ a more-educated and highly skilled work force. In
essence, the increased openness of the economy means that lower-
skilled workers in the United States find themselves competing with
equally skilled workers in other countries who have access to similar
technology but are paid lower wages. One study that quantified this
effect found that a substantial part of the relative wage losses of high
school dropouts, and a somewhat smaller share of the relative growth
of wages for college graduates, is attributable to the trade patterns of
the 1980s. [111 But here again, research has yet to determine with
any certainty the specific contribution of international competition
to the overall rise in wage inequality.

Technological change. It is harder to assess whether technological
change contributes to rising inequality. Throughout the last two
decades, the increased use of technology, from computerization to
automation, has changed the workplace. Manufacturing is moving

8
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away from old-style production techniques and is employing meth-
ods that permit rapid changes in production lines and the use of
other flexible manufacturing processes. Advances in data processing
and telecommunications are transforming the service sector as well.

The effect of new technologies on workers and their wages is uncer-
tain. On the one hand, technological change may displace jobs pre-
viously performed by lower-skilled workers. New technologies often
require greater skill, thereby enhancing the demand for and the pro-
ductivity of more-skilled workers. At the same time, changes in tech-
nology may reduce the skill content of other jobs, creating greater
dispersion in the skill requirements of the work force. However, the
fact that we have seen a substantial rise in the economic benefits
from increased education suggests that the demand for skills has
been rising, perhaps as a consequence of technological change. This
hypothesis finds support in a recent study that found that workers
who use a computer on the job earn about 10 to 15 percent more
than otherwise similar workers. 1131

Deunionization. In addition to supply and demand forces, the struc-
ture of wages is determined by a number of institutional factors,
most notably unions. In their role as wage-setting institutions,
unions both raise average wages and reduce wage dispersion among
organized workers. There is also evidence that they help to reduce
the overall degree of wage inequality. During the last two decades,
the United States, like a number of other industrialized countries, has
experienced a decline in the fraction of the work force that is union-
ized. In the early 1970s, nearly one in three workers was a union
member; today the figure is fewer than one in six. Despite these
trends, the decline in unionization rates can explain only some of the
rise in male wage inequality, on the order of 10 to 20 percent. 1141
This is because wage inequality has increased for both unionized and
nonunionized workers. Thus, even if the entire work force had been
unionized, wage inequality would have still increased.

Research thus shows that no single factor caused the rise in income
or wage dispersion. Instead, the trends appear to result from a num-
ber of demographic, economic, and policy factors. Despite the ef-
forts of a number of researchers, we do not yet have a complete sys-
tematic accounting of the various factors that have contributed to the
rise in income and wage inequality. As a result, there is a consider-
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able gap in our understanding of the causes of the trends. This
makes it difficult to determine the appropriate policy response, if
any.

IMPLICATIONS FOR THE FUTURE AND POLICY OPTIONS

Regardless of what caused the trends, the two-decade rise in income
and wage dispersion in the United States is troubling. If the growing
inequality had been accompanied by real gains for families and
workers across the income scale, the trends might be less alarming.
What gives particular rise for concern is that growing disparities go
hand-in-hand with stagnating family incomes and workers' wages at
the midpoint of the distribution and below. Moreover, among men
in the labor market, even the median worker is worse off in real terms
compared with previous years. The distributional trends are particu-
larly relevant for urban areas like Los Angeles, where many of the
causal factors, such as the loss of manufacturing jobs, declines in
unionization rates, or the increased number of female-headed fami-
lies, are even more prevalent. These patterns of income and wage
growth have implications for other areas of social concern because
they are linked with such issues as the rise in poverty, patterns of
residential segregation, and trends in the homeless population.

Given what we know about the direction of the trends and their po-
tential causes, what can we expect for the future? There are two fac-
tors that suggest that the trends are not likely to be rapidly reversed.
First, although the time series indicate that the level of inequality
grew more slowly in the later part of the 1980s, the current recession
is likely to cause a further increase in income and wage dispersion.
Second, many of the factors most strongly linked to the trends in in-
equality represent fundamental changes in the structure of the econ-
omy rather than short-run phenomena. For instance, future workers
will still compete in a global economy, and technological advances
are likely to continue to change the skill content of jobs.

There is a possible role for other factors in altering the future course
of income and wage trends. Demographic changes in the coming
decade, namely the baby bust that is following the baby boom, may
help improve the relative position of younger families and workers.
In addition, the rise in returns to education in the 1980s may encour-
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age an increase in educational attainment. Indeed, data on school
attendance show a rise in college enrollment rates among recent high
school graduates, reversing a downward trend in the 1970s. An in-
crease in the supply of college graduates will tend to dampen the cur-
rent gap in wages between more- and less-educated workers.

If the trend toward more inequality in the distribution of income and
wages continues, what measures are available to policymakers to
counteract this trend? There are several options that invite consid-
eration. One approach is to promote policies that encourage strong
economic growth, with the expectation that all families and individ-
uals will gain from actions that encourage job creation and high-out-
put growth. However, although macroeconomic policies that
brought about economic growth led to a more equal distribution of
income in the past, the lesson of the 1980s is that there is no guaran-
tee all will benefit from high-growth policies. As inaicated earlier, the
recent rise in inequality continued throughout the 1980s despite the
long economic expansion. The importance of shifts in the structure
of the economy, outlined in the previous section, suggests that
macroeconomic policies alone are not an adequate solution.

An alternative and more direct redistributive tool available to poli-
cyrnakers is change in the progressivity of the tax system. To what
extent can tax policy counteract the trend in pre-tax income inequal-
ity? One recent study indicates that the answer is very little. 1151
Simulations of substantial changes in the tax code, including increas-
ing the top marginal tax rate from 28 to 50 percent and doubling the
Earned-Income Tax Credit, produce only a modest impact on the
post-tax distribution of income. This is because much of the rise in
inequality results from changes in the distribution of private in-
comes, such as wages and capital income.

Although these simulations suggest that there may be little oppor-
tunity to use the tax system to redress the rise in pre-aix income in-
equality that has taken place since the 1970s, policymakers can use
the tax and transfer system to shore up the incomes of families and
individuals at the bottom of the income distribution. Thus, changes
such as those embodied in the 1986 Tax Reform Act, which removed
about 5 million poor persons from the tax rolls, provide a way of in-
creasing the well-being of those at the bottom of the income ladder
even if they result in a small reduction in overall inequality.
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If the indirect and direct redistributive tools do not offer solutions, a
third approach is to use public policy to address the structural
changes that have occurred in the economy over the last two
decades. Such policies would be designed to alter the opportunities
available to individuals and families or the choices they make given
those opportunities. For example, public assistance programs could
be reformed to reduce dependency and encourage low-income
families to become self-sufficient through job training and enhanced
employment opportunities. Industrial policies and strategic trade
policies could be used to influence the composition of the economy
and the mix of skills required of the work force. Education and
training policies could be designed to encourage investments in the
skills of the labor force, whether through tax and other incentives to
businesses or by targeting incentives to individuals. These types of
policy options are, by their nature, more controversial and less cer-
tain in terms of their impact. They are controversial because they
entail a more activist role for government in order to influence the
private decisions of individuals and firms in the economy. Their im-
pact is less certain because they only indirectly alter family incomes
and workers' wages, and their effect may not be felt for years after
their implemen tation. In my view, such remedies deserve serious
consideration due to the significance of the distributional changes
and the likely ineffectiveness of traditional redistributive policies.

Whether we as a nation care about growing inequality may depend
on the nature and degree of mobility among individuals and families.
Further analysis is needed to fully understand changes in income and
wage mobility over the last two decades. Annual data reveal a grow-
ing gap in each successive year over the past two decades between
families and workers at the top and bottom of the distribution.
Despite the greater degree of inequality, there is still considerable
mobility within the income distribution, but that mobility is contin-
gent to a greater extent today on family structure and one's educa-
tion. Americans may be willing to tolerate a higher level of inequality
than in other industrialized countries or even than our own historical
experience, provided there is reasonable opportunity for upward
movement through the income ranks. This is the essence of the
American dream, a promise that families and individuals can bett er
themselves during their lifetimes and that one's children and grand-
children can exceed one's own standard of living. Whether this
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promise is something of the past or continues today will remain the
subject of debate for some time to come.

NOTES

I would like to thank Thomas K. Glennan, Rand), L. Ross, James B. Steinberg, and Mary
E. Vaiana for their comments on an earlier draft of this chapter.

'In the discussion of trends in income and wage inequality, the results for family in-
comes were based on tabulations from the March Current Population Survey (CPS) for
1970 to 1990. Trends in wages were based on tabulations from the May CPS for 1973
to 1978 and the monthly CPS files for 1979 to 1990. These two sources of CPS data
provide information on a cross section of over 50,000 households or 100.000
individuals annually and can be used to study trends in income and wages over time.
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Chapter Three

Families, Children, Poverty, Policy
Julie DaVanzo

INTRODUCTION

In the United States today, more Americans live in poverty than at
any time since Lyndon Johnson declared the War on Poverty in 1964.
After declining slightly in the 1970s, poverty rates have once again
climbed to 1960s levels (Figure 1). But unlike the 1960s, when the el-
derly had the highest rate of poverty, now children experience the
greatest, and growing, rates of poverty (Figure 2). Children under 18,
who comprise just over one-quarter of the U.S. population, ac-
counted for 40 percent of the poor in 1990. One child in five is now
living below the poverty line.
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SOURCE: U.S. Bureau of the Census, Poverty in
the United States: 1990, p. 60, no. 175.

Figure IPercentage of the U.S. Population Living in Households with
Incomes Below the Poverty Line, 1959-1991
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Figure 2Poverty Rates for Children, the Elderly, and
Other Adults, 1959-1991

(
Poverty, especially childhood poverty, is considerably more prevalent
in inner cities, such as South Central Los Angeles. According to the
1990 census, nearly 40 percent of households with children under 18
in South Central Los Angeles were poor, more than double the rate
for Los Angeles County or California as a whole (Table 1).

There are many forces at work in our society that have contributed to
the rise in poverty in recent years. Broad economic developments,
including overall levels of employment, changes in the mix and loca-
tion of jobs in our economy, and changes in tax policy, affect the dis-
tribution of income, an issue explored in depth by Lynn A. Karoly in
Chapter Two of this book. Other public policies, including the qual-
ity of public education, health, and social services, also play a role. A
large literature has grown up examining the causes and conse-
quences of poverty in general, and for children in particular.
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Table 1

Percentage of Families with Children Under Age 18 That
Were Poor, by Race and Etlmicity, 1990

Race/ South Central LA County State of United States
Ethr ;city LA (%) (%) California (%) (%)

White 38 12 10

Black 38 26 25
Asian/Pla 43 13 15

Hispanic 40 24 23
Total 38 17 14 15

aPI = Pacific Islander.
SOURCE: Census of Population, STF-3A (P123, P124A, P124B, P125), 1990.

Living in poverty has a demonstrably adverse affect on the lives of
children. Over the years, studies comparing children living in house-
holds under the poverty line with those above it have shown that
their futures are much bleaker: they are more likely to die at an early
age, be victims of child abuse, or suffer serious illnesses; they are
more likely to drop out of school or, if they finish high school, less
likely to continue their education. Children in poverty are more
likely to become pregnant as teens, become unwed mothers, and to
remain poor as adults, perpetuating the cycle. Their poverty is not
only a threat to their own well-being: children in poverty are more
likely to engage in delinquent activity. (For a review of the evidence,
see Ill and references therein.)

This chapter looks at what we know about the characteristics of chil-
dren in poverty in our cities and the nation, focusing on the relation-
ship between poverty and family structure. It then examines some of
the policy choices now under discussion to address the problem of
child poverty.

THE RELATIONSHIP BETWEEN FAMILY
STRUCTURE AND CHILD POVERTY

Several characteristics distinguish families in poverty. The heads of
poor families are more likely to be young, members of a minority, re-
cent immigrants, and to have low education. One particularly no-
table characteristic is that more than half of the families in poverty
are herAed by a single parent, in most cases (over 90 percent) a fe-

(")
,.. (.)
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male. Indeed, nationwide nearly 60 percent of poor families with
childrel are female headed compared with only about 20 percent of
nonpoor families. More generally, female-headed households are
much poorer than two-parent households: the 1991 median income
of female-headed households with children under age 13 ($13,012)
was less than one-third that of married-couple households with
children ($42,514).

The absence of a second parent, especially the male parent, greatly
increases the likelihood that a family will be poor, regardless of race
or ethnicity. As Table 2 shows, for black and white families with two

Table 2

Percentage of Families with Children Under Age 18 That
Were Poor, by Family Type and Race and Ethnicity, 1990

Married Couple
(%)

Male
Householder

(%)

Female
Householder

(%)

South Central LA
White 30 40 63
Black 14 36 51

Asian/Pla 42 36 49
Hispanic 32 40 64

Total 25

LA County
White 8 16 28

Black 9 25 41

Asian/Pla 11 19 30
Hispanic 17 27 46

Total 11 22 37

California
White 5 15 30
Black 8 24 43

Asian/Pla 12 19 33

Hispanic 16 26 47

Total 8 19 36

= Pacific Islander.
SOURCE: Census of Population, STF-3A (P123, P124A, P124B, P125), 1990.

G



Families, Children, Poverty, Policy 87

parents, the risk of being poor is roughly comparable, and small; for
Los Angeles County, only 8 percent of white two-parent families and
9 percent of black two-parent families are in poverty. The compa-
rable figures for California as a whole are 5 percent for whites, 8
percent for blacks. By contrast 28 percent of white female-headed
and 41 percent of black female-headed Los Angeles County families
are poor; figures for the state are comparable. A higher percentage of
Los Angeles County Hispanic families with two parents are in poverty
(17 percent, twice the rate for blacks and whites), but for Hispanics,
too, the absence of a male parent is associated with much higher
poverty rates (46 percent). This pattern holds for the state as well as
for the county.

The picture is somewhat different in South Central Los Angeles. In
South Central, families are substantially more likely to be in poverty
regardless of whether the family has two parents or only one. In ad-
dition, the poverty rate for married couples with children is some-
what closer to the single-parent poverty rate. For example, black
female-headed families are more than five times more likely to be in
poverty statewide than black families with two parents; but in South
Central, they are only three and a half times more likely to be in
poverty. The poverty rate for black married-couple families in South
Central is much lower than that for all other race/ethnic groups.
Bear in mind, however, that the number of whites and Asians in
South Central overall is very small.

The greater risk of poverty faced by female-headed households is one
of the main reasons why, overall, more black families are poor; this is
because proportionally more black families are female headed, ap-
proximately triple the white rate for South Central, Los Angeles
County, California, and the United States (Table 3). In 1991 over half
of all black children under age 18 in the United States lived with their
mothers only compared with just over one-quarter of all Hispanic
children and only one-sixth of all whites (Figure 3). The situation is
different for Hispanic families, however; while the percentage of
Hispanic families with children that are female headed is only
slightly higher than the rate for whites, the poverty rates were double
in Los Angeles County and in California. This suggests that such
factors as immigrant status or education, much more than family
structure, help explain high poverty rates for Hispanics, which are
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Table 3

Percentage of Households with Children Under Age 18 That
Are Female Headed, by Race and Ethnicity, 1990

South
Central LA LA County

State of
California United States

Race/Ethnicity (%) (%) (%) (%)

White 17 16 16 16
Black 58 48 44 50
Asian/Pla 26 10 10 12
Hispanic 20 19 19 24
Total 39 20 18 21

aPI = Pacific Islander.
NOTE: Data for the United States refer to all own children, of any age, not just those
under age 18.

SOURCE: Census of Population STF-3A (P019, P020, P021) and STF-1C (P019, P020),
1990.

about the same as for blacks in the county and the state (Table 1).
(The data In Table 3 refer to households with children, whereas those
in Figures 1-4 have children 3S their units of observation. The latter
data are not currently available for smaller units of geography, such
as South Central.)

If present trends continue, the problem of childhood poverty can be
expected to grow, to the extent that risk of poverty continues to be
greater for female-headed families. Over the last three decades, the
proportion of households that are female headed has grown from 8
percent in 1960 to 22 percent in 1991 and has increased for all racial
and ethnic groups (Figure 4). This trend is the result of changes in
the rate both of divorces and of births to unmarried women. The di-
vorce rate more than doubled from 1960 to 1979, then tapered off
slightly in the 1980s. Out-of-wedlock births increased by more than
five times from 1960 to 1988 (from 5 percent of all births to 27 per-
cent). The rate of nonmarital childbearing is highest for blacks (65
percent in 1989), followed by Hispanics (36 percent), whites (19 per-
cent), and Asians and Pacific Islanders (12 percent), but it has in-
creased in the past 30 years for all groups. Divorce and separation
rates are also higher for blacks, [2) although the racial differences in
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Government Printing Office, May 1992.

Figure 3Percentage of Children Under Age 18 Living with
Mother Only, by Race and Ethnicity, 1991

marital disruption are smaller than those in out-of-wedlock child-
bearing. The high rate of nonmarital childbearing for blacks is the
main reason why so many black children live in female-headed
householdsin 1991, 58 percent of black children who lived in
mother-only households lived with a never-married mother corn-
pared with 20 percent for whites and 33 percent for Hispanics.
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Figure 4Percentage of Children Under Age 18 Living with
Mother Only, by Race and Ethnicity, 1960-1991

Why are children in female-hea. .d households more likely to be
poor? The income difference is, not surprisingly, primarily due to the
loss of economic support from absent fathers, who generally earn
more than mothers. Female-headed households also have lower in-
come because single mothers have lower wage rates than married fa-
thers and work fewer hours on average.

In principle, child support from absent fathers could make up the
difference, but in reality, child support is low and unreliable. In 1982
child support and alimony payments accounted for only 10 percent
of the income of white single mothers and 3.5 percent of blacks. [3]
Less than 60 percent of American women with children under 21
from an absent father had a child support award. Of these, one in
five did not receive any payment and less than half received the full
payment due. [4] Blacks (35 percent) and Hispanics (41 percent) are
considerably less likely to receive child support than whites (68 per-
cent), though these differences are primarily attributable to socio-

lu
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economic status rather than to race/ethnicity. Fathers of children
born out of wedlock are much less likely to pay child support than
those who vere married to the child's mother. Yet much of the in-
crease in single parenthood is due to increases in out-of-wedlock
childbearing.

Public assistance programs are designed to help poor families, espe-
cially single-parent families with children. In 1985-1986,46 percent
of poor children in the United States and 52 percent of poor children
in California received Aid to Families with Dependent Children
(AFDC). But AFDC alone is insufficient to bring a family above the
poverty line, though benefits have been higher in California than in
the rest of the nation. In 1987 the maximum annual cash benefit in
California for a single parent with two children was 84 percent of the
poverty line.* However, the figure is 99 percent if we add the maxi-
mum food stamps benefit; furthermore, AFDC participants are eligi-
ble for Medicaid, which provides health care benefits that are often
superior to those that would otherwise be available to low-income
families. Although AFDC alone might not be sufficient to bring a
family above the poverty line, the value of the package of AFDC, food
stamps, and Medicaid often exceeds the income that would be avail-
able to poor households from work at a low-wage job, especially after
they pay for child care, medical insurance, transportation, and other
work-related expenses.

Although we have focused on the association between poverty and
female-headed households, it is important to recall that not all
female-headed families are poor and not all poor families are female
headed. While the vast majority of poor black families were female
headed (four out of five in South Central, Los Angeles County, and
California), between one-third and one-half of nonpoor black fami-
lies in these areas were also female headed (Table 4).

At the same time, there are many two-parent families in poverty. In
South Central, one-quarter of all married-couple families with chil-
dren are poor. Although only 8 percent of all two-parent families in
California are poor, they still account for a significant percentage of
those in poverty: approximately half of all poor white and three-
fifths of all poor Hispanic households with children in California are
not female headed. Thus the growth of female-headed households,
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Table 4

Percentage of Households with Children Under Age 18 That Were Female
Headed, by Poverty Status and Race/Ethnicity, 1990

South Central LA

Nonpoor
Families

Poor
Families

All Families with
Related

Children Less

White 10 30 18
Black 46 81 60
Asian/Pla 26 32 29
Hispanic 12 34 21

Total 31 59 42

LA County_
White 14 42 18
Black 39 79 49
Asian/Pla 9 25 11

Hispanic 14 38 20
Total 16 46 22

California
White 13 51 17
Black 35 78 46
Asian/Pla 9 26 11
Hispanic 14 41 20

Total 15 50 20
United States

Total 20 57 25

aP1 Pacific Islander.
NOTE: Poor examples are those with incomes below the federal poverty line.
SOURCE: Census of Population, STF-3A (P123, P124A, P124B, P125), 1990.

especially among blacks, is a factor in rising childhood poverty, but
attempts to develop policy directed at childhood poverty must con-
sider a number of other factors in addition to family structure.

We now turn to the choices available for addressing the problem of
childhood poverty.

1 I) 2,
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STRATEGIES FOR HELPING CHILDREN IN POVERTY

The preceding sections suggest three general approaches to helping
alleviate the adverse consequences of poverty on children and fami-
lies. First, since there is a correlation between female-headed
households and poverty, we could adopt policies designed to in-
crease the relative number of two-parent families. Second, we could
take steps to lift children and their families out of poverty by increas-
ing their money incomes. Finally, we could accept that many chil-
dren will grow up in poverty and take steps to mitigate the worst con-
sequences associated with it.

Strategies to Increase the Relative Number
of Two-Parent Households

An increase the relative number of two-parent households would
likely reduce family poverty and the adverse consequences associ-
ated with poverty and also any adverse consequences of growing up
in a single-parent family, regardless of income. Children who grow
up in mother-only families are more likely to have problems in
school (absences, behavior problems, and higher rates of dropping
out); they have lower earnings in young adulthood and are more
likely to be poor; and they are more likely to commit delinquent acts,
engage in violent criminal behavior, and to use drugs and alcohol.
Furthermore, girls who grow up in female-headed households are
more likely to become single mothers themselves, repeating the cy-
cle. (For a review of the evidence regarding the consequences of
growing up in a mother-only family, see (3( and references therein.)
These differences appear regardless of racial or ethnic group. The
lower incomes of female-headed households appear to account for
some, but not all, of these adverse emotional, physical, and socio-
economic conseqi ences. The poorer outcomes may also be due to
less overall parental time to help children and to monitor and super-
vise their activities; the lack, specifically, of a father figure (e.g., in
enforcing discipline and expected behavior); or the family conflict
that led the family to break up or the stress experienced following a
divorce.

Policies under this approach fall into two broad categories: measures
to keep married couples together and those that reduce the number
of births to unmarried women.
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Measures to keep families together. High divorce rates seem to be a
fairly well-entrenched social phenomenon not much affected by
government policy. Higher incomes for men may increase marital
stability, though greater economic opportunities fer women could
have the opposite effect by reducing women's economic dependence
on men. On the other hand, higher wages for women could help re-
lieve the poverty risk for female-headed families, thus possibly im-
proving outcomes. Tougher divorce laws could theoretically reduce
the likelihood of divorce, but the effects would probably not be large,
and the notion bucks the long-established trend toward easier and
less costly divorce. Marriage and family counseling and pre-divorce
mediation may improve the prospects of a couple staying together,
but the government can play only a limited role in fostering the use
of such services.

Measures to reduce births to unmarried women. There are a num-
ber of policies that could reduce births to unmarried women. Studies
have found that family planning programs, school-based clinics, and
access to abortion can reduce teenage fertility (e.g., [51). Other ap-
proaches to reduce births to unmarried women include providing
skills and better economic opportunities to women at risk of early
childbearing, making men more financially responsible for children
they father (thus increasing the incentives for them to avoid preg-
nancies), and reducing the government assistance to children born
out of wedlock and to their families. Studies have shown that preg-
nant teenagers who receive AFDC and Medicaid benefits are more
likely to continue their pregnancies and keep their babies, although a
decision to remove these benefits could have serious adverse costs
on those who carry through the pregnancy even without benefits.
These adverse consequences may outweigh the deterrent effect of
this approach.

Extending AFDC benefits to poor two-parent families (as some states,
including California, have done) could reduce the number of single-
parent families by eliminating any incentive for the couple to split up
in order to qualify for welfare. Studies have estimated, however, that
such incentives account for no more than 10 to 15 percent of the
changes in family structure in the last several decades. 161
Nonetheless, extension of welfare benefits to married couples with
children can help reduce child poverty since a number of poor chil-
dren live in two-parent families.
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For women who give birth while unmarried, improved adoption ser-
vices could perhaps reduce the number of single-parent households;
currently very few women put their babies up for adoption, and those
who do are disproportionately relatively affluent whites.

Some, for example, Moynihan, [7] and W. J. Wilson, [8] have sug-
gested that low incomes and lack of employment opportunities for
black men have contributed to the rise of female-headed households
because women see little benefit from marrying a man with poor
economic prospects; if so, greater job opportunities could increase
the number of two-parent families.

Finally, government can play a hortatory role, as Vice President
Quayle has done, in challenging the social acceptability of out-of-
wedlock childbearing, although there is no clear evidence that such
efforts are effective.

Strategies to Lift Families Out of Poverty

A different policy strategy assumes that lack of economic resources is
a major factor inhibiting family functioning and child well-being and
that low incomes, rather than family structure per se, is the key
problem. The goal of this strategy is to increase the financial re-
sources available to poor families with children, with specific policies
attempting to address the reasons why these families a,-2 poor.
Furthermore, as noted above, poverty tends to lead to situations
marital separations and out-of-wedlock childbearingthat result in
single-parent households; thus, increasing income may also reduce
the number of single-parent households.

Increase child support by noncustodial parents. A number of states,
including California, are experimenting with mandatory child
support to be withheld automatically from the paycheck of the non-
custodial parent and ate establishing simple rules for determining
levels of child support. There has also been discussion of using the
Internal Revenue Service (IRS) to help collect payments from non-
paying fathers. These approaches raise a number of practical prob-
lems, including the feasibility and administrative burden of trying to
keep track of noncustodial parents. Given their potentially high geo-
graphic mobility, cooperation and coordination among the states is
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needed. There are also potential problems with self-employed
fathers.

The Family Support Act of 1988, which mandated stronger state child
support enforcement programs, attempts to deal with some of these
problems. It requires automatic withholding of child support,
periodic review of support orders, improvements in states' efforts to
establish paternity, and better efforts to track and monitor support
payments within and across states. It also authorized a demonstra-
tion project to provide education, training, and job services under
the Job Opportunities and Basic Skills Training (JOBS) program to
noncustodial parents who are unable to pay child support because
they are unemployed. Some states (e.g., Wisconsin) have experi-
mented with making the parents of unemployed teenage fathers
responsible for supporting their grandchildren, but this policy has
proven to be difficult to enforce.

Increase the earnings of mothers heading families. Female-headed
households have lower incomes not only because they lack the fa-
ther's income but also because single mothers have lower wage rates
than married fathers and work fewer hours on average. Early welfare
programs deemed mothers of young children "unemployable" and
heavily "taxed" their earnings if they worked by reducing welfare
benefits for each dollar earned; howe.er, it is now much more
socially acceptable for mothers of young children to work outside
their homes, and many current government programs strongly seek,
through a variety of mechanisms, to encourage work and discourage
welfare dependency.

The Family Support Act of 1988 requires each state to set up JOBS
programs that include job search, work experience, and education
and training for welfare mothers. Failure to participate in these
activities can result in a loss of welfare benefits. The program is also
supposed to pro 4de child care support and transportation to elimi-
nate these obstacles to work and to provide child care and Medicaid
benefits for a year to those leaving welfare for jobs. This provision
recognizes that health care is an important benefit that may make
many women hesitant to leave welfare, especially since their
postwelfare jobs may not necessarily include health insurance
coverage. Under the Act, states are required to give JOBS priority to
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groups at highest risk of long-term welfare dependency (e.g., parents
under age 24 who have not completed high school).

JOBS was modeled in part after Greater Avenues to Independence
(GAIN), a welfare-to-work, or "workfare," program that began in
California in 1985. A recent evaluation of GAIN suggests that the
program can increase earnings of welfare recipients and save
government money but that it is, not surprisingly, least effective
where jobs are scarce and in areas, like Los Angeles County, where
the welfare population has little education or recent job experience.
While the ideas behind programs such as GAIN seem to be steps in
the right direction toward reduced welfare dependency and
increased economic self-sufficiency, current funding levels do not
enable GAIN and similar programs in other states to reach a large
portion of the eligible population.

Reduce taxes on families with children. In recognition of the private
costs and social benefits of raising children, several policies have
sought to increase the disposable income available to families with
children. Some of these policies, for example, the Earned-Income
Tax Credit, which was increased substantially in 1990, benefit low-
wage workers with children. Other proposals have not been
restricted to families in which at least one parent works, and some, in
the attempt to have a more universal appeal, have proposed tax
credits for all families with children, regardless of income or family
structure. For example, the National Commission on Children,
chaired by Senator lay Rockefeller, last year recommended a $1,000
per child tax credit (refundable to those who owe no taxes) for all
families. One rationale for such a policy is that the dependent ex-
emption for children has not kept up with inflation and has declined
dramatically as a percentage of per capita personal income (from 42
percent in 1948 to 11 percent in 1990); furthermore, a tax credit is
more progressive th,.ri an increased exemption, whose value in-
creases with income. However, the estimated cost of such a program
is $40 billion per year. Given this hefty price tag, some feel that such
a program should be a substitute for, rather than a supplement to,
welfare; however, in that case, poor children would not be helped
any more than those not in poverty.
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Strategies to Limit the Adverse Consequences of Poverty

There are a number of reasons to consider tackling the problems of
children and youth directly rather than working through income
strategies. First, there is no guarantee that increased family incomes
will go to benefit the child, although evidence suggests that parents
do spend a significant portion of increased income on their children.
Second, lack of income per se may not be the only reason why some
parents are having difficulty raising children. For example, they may
lack information about services that may benefit their children or
may lack adequate parenting skills. In addition, direct programs may
have "externalities"benefits to society beyond the benefits to the
individual, such as drug programs that reduce crime or health ser-
vices that improve public health. These "external" benefits would
justify providing the service even if individuals would not necessarily
spend their own nioney to obtain it. It was for these types of reasons
that food stamps and Medicaid were added as complements to AFDC
several decades ago.

Child care and early childhood education programs. Organized,
publicly subsidized child care programs free a single parent to work.
However, these programs may have additional benefits: in the ab-
sence of such programs, some children are left with older siblings,
neighbors, or even alone ("lawhkey kids"), which can be harmful to
the child's development and lead to future problems in school.

Resource-intensive early education programs such as Head Start are
known to be cost-effective: every dollar invested is estimated to save
$6 in lower costs for special education, repeated years of school,
welfare, and crime. 191 And since participants seem to be more likely
to finish school and have jobs and are less likely to become pregnant
as teenagers, they are less likely to become the head of a poor family
themselves or to need the types of remedial education that JOBS pro-
grams provide. It is unclear, however, whether less-intensive pro-
grams with higher child-to-staff ratios or staff with less training
would be as cost-effective.

More generally, improved public education opportunities and stay-
in-school programs could significantly affect the future prospects for
children in poverty. One approach to this problem is discussed by
Paul T. Hill in Chapter Five.

1 oc
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Health care. Programs such as prenatal care and childhood immu-
nizations have been shown to be cost-effective. For example, each
dollar spent on prenatal care through the Women, Infants, and
Children (WIC) program is estimated to save $3 in hospital costs that
would have been spent treating health problems that prenatal care
could have prevented. [9]

The types of jobs available to low-income parents often lack health
care benefits altogether or provide benefits inferior to those available
through Medicaid; this may reduce the incentive for some families to
leave public assistance. It is for this reason that, as noted above,
JOBS programs offer Medicaid coverage for a year after the family
leaves the welfare rolls, but there remains the question of how such
families will cover their health care needs after this transition period.

Programs to improve parenting skills. We have already noted that
some policies designed to help families and children have focused on
women who are at risk of having economic difficulties in raising chil-
drenfor example, pregnant and parenting teens and single moth-
ersand have attempted to provide them with improved employ-
ment prospects. Some government, community, and school-based
programs also recognize that such women may have other difficulties
in raising children and attempt to strengthen their parenting skills,
for example, through parent education or home visitation programs.
Deficient parenting skills appear to be more important than family
structure per se in explaining juvenile behavior problems and delin-
quency. 1101

Other school-based programs. Schools, including many in Los
Angeles, are incieasingly being called on to provide other services
that in the past were typically provided or arranged by families.
These include school breakfast and lunch programs, after school
child care for primary school students, "character" (ethics) educa-
tion, family life education, health and family planning services, and
child care for parenting students. However, this diversification of
effort may detract from schools' ability to provide the best possible
education for their students.
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ISSUES IN THE CURRENT POLICY DEBATE

The growing number of children in poverty has stimulated interest in
developing more effective policies for addressing the causes and con-
sequences of this trend. But efforts to design and implement policy
options at the national, state, and local levels of government have
encountered some long-standing, troublesome issues.

1. It is very expensive to expand family and child support benefits to
all worthy families, and regardless how eligibility rules are designed,
all levels of government today are facing budget constraints
unprecedented in the postwar period. At the same time, the
potential political support for programs that benefit young children
is declining. The share of families with young children has fallen;
hence, there are fewer voters with a direct interest in supporting such
programs.

2. One policy that has been popular politically because of its po-
tential to increase the income of female-headed families without
costly government participation is better enforcement of child
support. If successful, this program can increase the income
available to children, potentially reduce welfare payments to them,
may increase fathers' roles in childrearing, and possibly even serve as
a deterrent to the fathering of children out of wedlock. However,
efforts to craft and implement mandated child support programs
face enforcement challenges, especially among fathers who were
never married to the mother of the household.

3. Welfare reform efforts of the 1980s, such as the Family Support Act
of 1988, sought to eliminate features of earlier programs that
discouraged work and were perceived to encourage welfare de-
pendency. The Act included job training efforts and support services,
such as child care, to ease the transition from welfare to work.
However, these provisions have proven to be costly and have not
been adequately funded. In addition, programs emphasizing job
training and employment for welfare mothers have been successful
for only the most employable, and program success has been highly
contingent on the health and richness of local labor markets.

4. Recent welfare reform proposals put less emphasis on training
and supportive services and more emphasis on reducing the costs of
public assistance. These proposals have been frequently combined
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with efforts to modify the behavior of the welfare poor. For example,
California's welfare reform initiative, Proposition 165, combines a
gradual reduction in welfare payments with disincentives (e.g., no
extra benefits for children born while the mother is on welfare) for
creating new welfare families and/or expanding existing families.
Some argue that such incentives will encourage more responsible
behavior; however, others see such proposals as punishing children
for their parents' behavior; and they worry that, without provisions to
improve participants' job skills, such programs do little to address
the underlying causes of poverty.

States such as Wisconsin that have experimented with similar types
of behavior modification incentives have sometimes found them
difficult to enforce. [11] And as in past welfar .). reform efforts that
require thorough and timely case monitoring, enforcement would no
doubt be a formidable challenge to the California and similar plans.

5. In general, programs that attempt to change family structure as a
way to reduce poverty are unlikely to have much effect. Family
structure is certainly correlated with povertyfemale-headed
households are more likely to be poorbut causality is not well
established. For example, both in Los Angeles County and in the
state as a whole, Hispanic children are nearly as likely to be poor as
blacks, yet they are much less likely than blacks to live in female-
headed households. Furthermore, poverty increases the likelihood of
divorce and out-of-wedlock childbearing, both of which increase the
number of female-headed households.

There are substantial drawbacks to a strategy of trying to increase the
number of two-parent families by reducing divorce or by en-
couraging unmarried women to marry the fathers of their children.
First, we don't know much about how to keep families together; it is
especially unclear whether policy can have much effect in the face of
what seem to be well-entrenched demographic trends. Second, it is
not apparent that children who currently live in single-parent
families would be better off if their families were two-parent families,
holding other factors, especially income and the relationship
between the mother and the father, constant. A number of studies
have concluded that marital discord has a stronger relationship with
delinquency and aggression than parental absence. HO] Third, this
approach does nothing to deal with the problem of poverty and its
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associated consequences in two-parent families. Finally, there is a
deep debate about the appropriateness of using government policy
to favor particular family choices, as the recent debate on "family
values" in the 1992 presidential campaign has so vividly shown.

6. A policy that does affect family structure and child well-being is
family planning, which has been shown to be a very effective strategy
for reducing the number of unplanned pregnancies. [51 Children
whose births are planned tend to be healthier and require less public
assistance throughout their lives. If pursued aggressively, family
planning programs might well lead to fewer abortions, fewer out-of-
wedlock births, and fewer people in poverty. But, few programs are
more controversial and n ore likely to generate diametrically op-
posed views than those having to do with the choice of childbearing.

7. One of the most successful programs to ameliorate the conse-
quences of poverty is Head Start. It is cost-effective for society,
highly beneficial to the students and their families, and more likely to
lead a participant out of poverty as an adult. However, Head Start is
a costly program and therefore serves only a fraction of the children
eligible in the country. Because of its high cost, some are arguing for
less-intensive, lower-cost ways of giving special attention to low-
income children.

As Robert A. Levine and Barbara R. Williams argue in Chapter One,
reducing poverty in America is still tied fundamentally to the health
and strength of the nation's economy. Any solution to poverty re-
quires an economy in a growth mode that will provide the upward
mobility so long associated with the United States. America's
changing family structure and its association with poverty constitute
only one part of a much bigger picture.

NOTES

This chapter draws on a paper, "American Families: Trends and Policy Issues," by
Julie DaVanzo and Omar Rahman, to which the reader is referred for additional details
and specific references. The contributions of Dr. Rahman are gratefully acknowl-
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edged, as are the data extractions for Los Angeles and California from the 1990 census
prepared by Allen Abrahamse and the very helpful suggestions of Lisa Greenwell,
David Lyon, Lorraine McDonnell, Jim Steinberg, Mary Vaiana, and Gail Zellman.
Special thanks are due to Christina Andrews for her assistance in preparing the graphs
and tables and to Gloria Gowan for typing the manuscript.

Poverty statistics were based on a definition originated by the Social Security
Administration in 1964, modified by federal interagency committees in 1969 and 1980,
and prescribed by the Office of Management and Budget. The income cutoffs used by
the Census Bureau to determine the poverty status of families and unrelated
individuals included a set of 48 thresholds arranged in a two-dimensional matrix
consisting of family size cross-classified by presence and number of family members
under 18 years old. The average poverty threshold for a family of four persons was
$12,674 in 1989.

*By contrast, two-thirds of t. e states in the United States had AFDC grant levels that
were less than 50 percent of the poverty line. Furthermore, nationally, average
inflation-adjusted AFDC benefits per recipient have fallen since 1968 and total
inflation-adjusted benefits per recipient front AFDC, food stamps, and Medicaid have
fallen since the mid-1970s. California, however, is one of only four states in which
state law requires that AFDC benefits keep up with inflation, although this law has
been partially suspended on several occasions and large cuts in benefits are under
consideration.
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Chapter Four

Helping Urban Teenagers Avoid
High-Risk Behavior

What We've Learned from Prevention Research

Phyllis L. Ellickson

INTRODUCTION

Over the last two decades, negotiating the pacage to adulthood has
become increasingly perilous for American chii :en. Compared with
the children of the 1950s, today's youth are sub tantially more likely
to suffer from poverty and economic hardship and to live in house-
holds where only one parent is available to meet their emotional and
physical needs. As teenagers, they are also more likely to engage in
high-risk activities that threaten their current and future well-being.

Drug use, while down from its peak in the 1980s, still attracts millions
of American teenagers. Cigarettes and alcohol are by far the most
popular drugs and the most lethal, causing more deaths in America
than all other drugs combined. ill While most teenagers know about
smoking's harmful effects, about one in five teenagers smokes daily
by the senior year of high school and is well on the way to a long-
term smoking career. About 30 percent engage in bouts of binge
drinking, thereby contributing to the high rate of alcohol-related mo-
tor vehicle accidents among teens, and 16 percent have used one or
more illicit drugs. 12,31

Drug use often contributes to violent behavior, and increasing num-
bers of teenagers are either the perpetrators or the victims of vio-
lence. 141 While not confined to particular geographic areas, the in-
cidence and devastating effects of violence are particularly serious in
the urban core; homicide is now the second leading cause of death
among young black males and the third leading cause among all
adolescents. [5,61

This is a sexually active generation, a reality that generates its own set
of risks. AIDS, the spectre of the late 20th century, has become an
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increasingly ominous threat. More than half of American high school
students have had sexual intercourse, and more of them are
beginning sex at younger ages. [5,7] Unfortunately, the great
majority of these students do not use condoms consistently, putting
them at risk for AIDS, other sexually transmitted diseases, and
pregnancy. Each year one million teenagers become pregnant in the
United States, and increasing proportions of those who give birth are
unwed. [8] Although the number of teenage AIDS cases is currently
low, about 20 percent of all AIDS cases were probably contracted
during or just after high school. [9] As heterosexual sex becomes a
more common mode of transmission, the risk of AIDS will threaten
the lives of even more of our young people.

As the public health community has recognized, it is these high-risk
behaviorsnot disease in the traditional sensethat constitute the
greatest threats to adolescent health and well-being. 101 While high-
risk behaviors afflict kids from all socioeconomic levels and ethnic
backgrounds, they pose the most severe threats to poor children
who may lack both the resources and the reasons to reverse a down-
ward slide. Restricted educational and employment opportunities
make the urban poor particularly vulnerable to the attractions of sex,
drugs, and violence and thus to their long-term consequences
teenage parenthood, job and marital instability, emotional distress,
accidental injury, disease, and death.

What do we know about ways to keep kids from going off track? In
the last decade, researchers at RAND and elsewhere have carefully
assessed the effects of intervention programs designed to prevent or
deter high-risk behavior among young teens. Most of these pro-
grams have been based in the schools and have targeted young ado-
lescents in middle or junior high school. Most have also sought to
delay or prevent kids from beginning a specific problem behavior
(e.g., drug use, sexual intercourse) or, for those who have already
started, to keep them from progressing to frequent involvement. The
programs have typically focused on changing the childhelping
teens develop the motivation to avoid high-risk behavior as well as
the skills needed to do so.

As a result of these studies, we have learned a lot about what works
for which kids and under what conditions. We have also learned
about the limits of programs that focus solely on changing children's
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behavior without altering their social and economic circumstances.
The following discussion summarizes the results and lessons of re-
cent prevention research, derives policy implications from those
lessons, and suggests potential strategies for improving our success
rate.

WHAT WE'VE LEARNED FROM PREVENTION RESEARCH

We are beginning to compile evidence about promising strategies for
deterring high-risk behavior, but we have a much clearer idea about
what does not work. Two approaches popular in the past have had
little success: (1) the information approach, which stresses the
negative consequences of drug use, precocious sexual activity, or
other high-risk behaviors; and (2) the general skills approach, which
helps children acquire a more positive self-image by improving their
skills in decision making, communication, and problem solving. 1111

These programs failed because they were based on faulty assump-
tionsthat knowledge alone is enough to alter behavior or that a
general sense of competence and self-esteem will help kids reject
specific risky actions. 1121 They also failed to address the central rea-
sons for initiating various problem behaviorsbecause your friends
or other important people are doing it and you think it will get you
things you want.

The next generation of programs was more solidly rooted in an un-
derstanding of why and how kids choose to engage in dangerous or
deviant behavior. Taking a broad psychosocial approach, these pro-
grams zeroed in on notions that "everyone's doing it" and helped
teens develop strategies for resisting social pressure to take health-
compromising chances. The social influence model, described be-
low, lies at the core of the most promising programs. While a few re-
searchers have used it to postpone adolescents' sexual activity, it has
been most frequently applied to drug use. Several observers have
also suggested using it to reduce the risk of AIDS. 113,9] However,
most of our information about the model's effectiveness comes from
evaluating its effect on drug use; hence the following discussion em-
phasizes drug prevention programs.
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How the Social Influence Model Works

This model recognizes that adolescents are especially vulnerable to
social pressures. In their desire to appear grown up, they tend to
emulate what they see as adult behavior, including drinking, smok-
ing, and using other drugs. Accordingly, drug prevention programs
based on the social influence model try to help adolescents recognize
pressuresboth internal and externalto use drugs, to help them
develop counters to pro-drug arguments, and to teach them tech-
niques for "saying no" in pressure situations.

The social influence model explicitly recognizes that teaching chil-
dren how to resist drugs is not enoughprograms must also moti-
vate them to resist. 111,14] Social influence programs try to do this by
helping kids understand the consequences of drug use, by un-
dermining the belief that "everyone uses," and by reinforcing group
norms against use. Because adolescents tend to be present-oriented
and unconcerned about serious harm in the distant future, the pro-
grams emphasize how drugs can affect them now. in their daily lives
and social relationships.

The original versions of the social influence model were applied to
smoking prevention among junior high students, focusing largely on
the external influences that push adolescents to use drugs, especially
pressures from family, peers, and the media. 114] Newer versions
also stress internal pressuressubtle influences an adolescent may
not even be aware of, such as the desire to be accepted, to look
"cool," to be part of the crowd. 115J Life Skills Training adds strate-
gies for improving general personal competence; other variants seek
to buttress school-based curricula with assistance from parents,
community organizations, and/or the media.

Results from Programs Based on the Social Influence Model

Smoking prevention programs report modest success. Results from
multiple programs (mostly for junior high students) suggest that
tobacco prevention programs based on the social influence model
can moderately reduce smoking. Those reductions, which typically
range from 20 to 50 percent, last for one to two years after kids
receive the program. Follow-up booster lessons help to extend
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effects, )161 but many early programs did not have boosters. Follow-
up lessons in high school are particularly rare. Not surprisingly,
therefore, program effects usually disappeared during high school.
117,18)

About 5 to 10 percent of all students who participate in antismoking
programs are actually helpedthey are less likely to start smoking or
to be current or frequent smokers than students who do not get the
lessons. 1191 This estimate, derived from examining multiple
antismoking prog-ams, tells us the proportion of students that pre-
vention programs are likely to affect. Combined with data on the size
of treatment reductions, it rounds out the information we need to
accurately assess program effectiveness.*

Smoking prevention programs have been "particularly effective in
delaying the onset of tobacco use and less successful in targeting
high-risk and minority youth." 1201 Because most of them have been
tested in communities that are largely white and middle class, we do
not know much about their effectiveness with minorities and chil-
dren of low socioeconomic status. However, two rec ,nt studies re-
ported significant reductions in smoking among urban black youth
and Hispanic students. 121,221 Several have also reported
"boomerang" (negative) effects for previous smokers.

Programs focused on other substances have mixed results. Given
the success of the social influence approach to smoking prevention, a
number of investigators have applied the model to other
substancesprimarily alcohol and marijuana. The major work in
broadening the focus of the social influence approach has been car-
ried out at \ND, the University of Southern California (USC), the
University of Michigan, and the Cornell University Medical College.

RAND's Project ALERT, tested in 30 schools from eight school dis-
tricts in California and Oregon, is one of the most rigorous drug pre-
vention trials ever conducted. Designed to equip students with the
motivation and skills to resist pro-drug pressures, the curriculum
targets alcohol, cigarettes, and marijuana. It consists of eight lessons
for seventh graders and three "booster" (reinforcement) lessons for
eighth graders. The 30 participating schools were randomly assigned
to three experimental conditions: teen leaders assisting adult teach-
ers in classroom delivery, no teen leaders, and the control group.
The schools represent a wide variety of communities and student
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populations, including urban, suburban, and rural environments,
high- and low-minority schools, and neighborhoods that vary from
lower to upper middle class.

Results after three, twelve, and fifteen months showed that Project
ALERT reduced both marijuana and cigarette use. It was effective for
both low- and high-risk students and with minorities as well as
whites. The program delayed marijuana initiation among nonusers
of marijuana and cigarettes (a reduction of about one-third) and held
down regular (weekly) marijuana use among prior users. It also
curbed frequent heavy smoking among students who had previously
experimented with cigarettes (reductions of 50 to 60 percent) and in-
duced a significant number to quit. However, it was less successful
against alcoholearly effects disappeared by eighth gradeand it
had a negative effect on students who were confirmed smokers be-
fore the seventh-grade prow am began. 1231

USC's Midwestern Prevention Project (Project STAR) differs from
Project ALERT in that it adds several community components to a
school-based program. The program was implemented in 50 schools
in Kansas City (Kansas and Missouri) beginning in 1984-1985, and in
57 schools in Indianapolis, Indiana, three years later. Elements of the
intervention include a 10-session school curriculum; parent pro-
grams (involving, e.g., homework assignments with their children);
training for community leaders; changing community health poli-
cies; and media campaigns.

The Project STAR data have been analyzed several times, using dif-
ferent groups of schools and statistical approaches and yielding dif-
ferent results. One study (of eight schools) reported no effects on al-
cohol and ambiguous results for marijuana after one year; 1241 an-
other (of 42 schools) found reduced use of all three gateway drugs
alcohol, cigarettes, and marijuanaover the same period. (251 The
most recent analysis covered three years and individuals from eight
schools; it reported modest reductions in recent cigarette and mari-
juana use, but not in recent alcohol use. [26]

Michigan's Alcohol Misuse Prevention Study (49 schools) has taken a
slightly different approach, testing the model's effectiveness at pre-
venting alcohol misuseoverindulgence (getting drunk, getting
sick), trouble with friends (of the same or the opposite sex), or trou-
ble with adults (parents, teachers, or police). After two years, the

1
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program had reduced the rate of increase in alcohol-related prob-
lems among eighth graders who had received it in grade six and had
already used alcohol in both supervised and unsupervised settings.
However, it did not reduce the amount or frequency of their drink-
ing. Nor were there effects for children who received the program in
the fifth grade or for children who either had no previous alcohol ex-
perience or had used alcohol only in supervised settings. 1271

Cornell's Life Skills Training program, which teaches both drug resis-
tance and personal competence skills, was offered to seventh graders
from 10 schools in greater New York. The test included five condi-
tions, with two schools per variation: (1) teacher-led; (2) teen-led;
(3) teen-led plus grade eight and nine boosters; (4) teacher-led plus
grade eight and nine boosters; and (5) controls. All students in the
program received 20 lessons during grade seven. In the booster
schools, students received 10 booster lessons during grade eight and
five more during grade nine.

The Cornell results were strongest after one year, when students had
received 20 seventh-grade lessons and 10 booster lessons. By the
eighth grade, students in the two teen-plus-booster schools smoked
significantly less compared with those in the control schools, used
less marijuana, and consumed smaller amounts of alcohol. After two
yevrs, some smoking reductions persisted in the teen-plus-booster
schools, but the effects on marijuana were no longer significant, and
a boomerang effect showed up for alcohol. The comparable teacher-
led program with boosters produced boomerang results for both
cigarette and alcohol use in eighth grade and for all three substances
in grade ten. 1281

Several other studies have yielded mixed results as well: (1) delays in
tobacco z..nd marijuana use, but not alcohol use, for at least a year;
1291 (2) erosion of early gains within two years; 1291 and (3) short-
term reduction in alcohol use with a peer-led program but
boomerang effects with an adult-led program. 1301 Analysis of
Project DARE, the police-led program that originated in Los Angeles,
has shown little effect on behavior. 1311

Sparse evidence on success of sex education programs. Using this
approach to reduce teenage sexual activity has shown promising
results, but the evidence is sparse and largely limited to quasi-
experimental studies. One test of Life Skills Training for high school

121
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students showed increased use of birth control but no overall change
in rates of sexuz lctivity or pregnancy. [32] A program for (mostly)
black eighth grauers in low-income Atlanta public schools yielded
lower rates of sexual activity a year later among females who were
not sexually active previously but had less success with males and
none with those who were already sexually active before the program
began. [33] In contrast, a program for 13- to 19-year olds in various
settings (schools, summer programs, etc.) reported that male
program participants were more likely to maintain abstinence than
comparison males. In addition, sexually active males were more
likely to use effective contraceptives consistently if they had been
active before the program; that was also true for females who became
sexually active after the program. 1341

Summary Assessment of the Research

The research described above clearly shows that school-based pro-
grams aimed at preventing or delaying high-risk behavior can work.
As numerous studies have documented, programs designed to re-
duce drug use have shown results. They are more likely to be effec-
tive with cigarettes and marijuana than with alcohol. And they are
more likely to be effective with noninitiates and experimenters than
with committed users. When the goal is limiting sexual involvement
(as opposed to promoting safer sexual practices), success rates are
also likely to be better among the experimenters or previously unini-
tiated than among the sexually active.

Although critics have suggested that the social influence model works
only for middle class white kids from fairly homogeneous
communities, growing evidence suggests otherwise. Project ALERT
was successful across a wide variety of settingsin urban, suburban,
and rural environments and in middle- and low-income communi-
ties with homogeneous or diverse populations. Moreover, it worked
equally well in high-minority and low-minority schools, actually fa-
voring the former when comparisons showed significant differences
between the two groups. Similarly, the Life Skills Training approach
has shown promise with both Hispanic and black kids, and the
Atlanta program for postponing sexual involvement was tested in
low-income schools with predominantly black students.

120
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Although the social influence approach is most effective with kids
who have not committed themselves to a risky or deviant lifestyle, it
has been shown to help both high- and low-risk kids. Project ALERT
was actually more successful with cigarette experimenters than with
nonsmokers, despite the fact that the former were four times more
likely to become monthly smokers within a year. It also curbed regu-
lar marijuana use among the high-risk kids who had already tried it.
Programs targeted at the gateway drugs as well as those aimed solely
at smoking have helped high-risk teens whose friends and family
members use cigarettes or other substances. 135,261

Some authors have suggested that programs in which older teens or
same-age peer leaders help teach the lessons are more effective than
those taught solely by adults. We think that verdict is premature.
Although the Life Skills Training study showed better results with
older teens, the Project ALERT test did not yield conclusive evidence
favoring one mode of delivery over the other. Moreover, same-age
peers play a different role in the classroom. The greater maturity and
experience of older teens qualify them as experts in resisting pro-
drug pressures, whereas same-age peers function largely as teachers'
helpers. Hence programs with same-age peers represent a separate
mode of program delivery.

Essential Ingredients of School-Based Programs

We can use the outcomes of these program tests to derive guidelines
about specific program features that enhance the probability of suc-
cess.

1. The prevention process should begin earlybefore or shortly after
the onset of high-risk behavior. For example, it is easier to prevent
smoking among kids who have not yet tried it and thus have not be-
come addicted to nicotine or publicly defined themselves as being
smokers. It is much harder to change kids who have already commit-
ted themselves to problematic behavior.

Because the age at which kids begin a risky behavior varies across
different groups, the appropriate age for prevention may vary from
one community to another. If many children have already started
smoking or drinking by the end of elementary school, it would be
better to target sixth graders rather than junior high students. If very
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few have done so, it is better to start social influence programs in ju-
nior high, when teens are particularly vulnerable to peer pressure.
Similar considerations should guide the implementation of programs
that focus on sexual behavior. Programs designed to delay sexual in-
tercourse are usually more appropriate for eighth or ninth graders.
School officials in each community need to carefully consider the
experience and maturity of their student population when choosing
specific prevention programs.

2. Prevention programs should plan for the possibility that some ado-
lescents may rebel against the message. Programs based on the social
influence model typically point out that high-risk behaviors can have
negative effects on social relationships (get you in trouble, make you
act silly, give you ashtray breath, etc.). They also suggest that good
friends would not ask you to do harm to yourself. Messages of this
type help bolster the resolve of the uncommitted, but they may have
a boomerang effect on those already committed to risky behavior.

Project ALERT's negative effect on committed smokers is particularly
instructive here. These kids were defined as having smoked three or
more times in the last year or once or more in the last month. While
this level of smoking would be considered minor for adults, it signals
multiple troubles in a seventh grader's life. The early smokers were
much more likely than the nonsmokers and experimenters to have
stolen something from a store; to be doing poorly in school; to have a
network of peers who smoked, drank, and used pot; and to plan on
using drugs in the future. 122)

Going from trying cigarettes once or twice to trying them three times
or more appears to mark an important shift from casual experiment-
ing to rebellious self-declaration. The fact that cigarette smoking
tends to be public, whereas early marijuana use does not, makes it all
the more difficult to back away from it. Indeed, getting people to
make their positions or actions public is one way of locking them in
place. Hence it is not surprising that the more "visible" early smok-
ers reacted negatively to the Project ALERT curriculum, while the less
obvious marijuana users did not.

Although prevention programs cannot be all things to all people,
their designers need to recognize that some kids may be inappropri-
ate targets for a prevention message. To minimize rebellious reac-
tions, program developers should explicitly acknowledge that some
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teens may already be involved with drugs (or sex or other high-risk
activities) and explain that the program can help them change if they
should choose to do so. They might also provide tips on how to quit.
The goal should be to keep the kids who have already adopted a de-
viant lifestyle "in the classroom" psychologically. Doing so should
help ward off boomerang effects and may provide a basis for turning
them around in the future.

3. Prevention programs should stress both motivation and skill
building. If childKen really want to use drugs (be sexually active, act
deviant in general), acquiring a repertoire of resistance skills without
the motivation to use them is unlikely to stop them. On the other
hand, kids who do not want to use drugs but lack the means to iden-
tify and resist pro-drug pressures are unlikely to be able to resist
temptation. Hence both components are needed for success.

When the focus is on alcohol, insufficient motivation to resist ap-
pears to be the principal stumbling block. Several studies have
shown that social influence programs have little or no effect on
drinking behavioror modest effects that quickly wear away. At the
same time, similar programs have produced significant and longer-
lasting effects on cigarette smoking or marijuana use. Although the
skills used to resist those substances are easily generalized to alcohol
[36], young teens seem not to have used them. We think the differ-
ence lies in how society views the three substances. Most adults do
not smoke or use pot, but most of them do drink. In the light of that
powerful message, convincing teenagers that they should not drink
becomes a daunting task.

4. The most sumessful programs build on societal norms that foster
program objectives. Evidence that antismoking programs work came
on the heels of a radical decline in the popularity of cigarette smok-
ing. After the 1964 Surgeon General's report and the antismoking
campaigns of the late 1960s, cigarette consumption in the United
States dropped dramatically. [37] Similarly, Atbstantial declines in
marijuana use preceded evidence that prevention programs could
deter initiation. These shifts have created a societal climate in which
the majority of U.S. citizens consider both cigarette and marijuana
use undesirable.

Such a climate may be a prerequisite for successful prevention, but it
does not exist for alcohol. Without a substantial change in the soci-
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etal norms and practices that promote drinking, including how alco-
hol use is portrayed in the media, prevention programs are unlikely
to have much influence on whether and when teenagers start drink-
ing. However, because there is considerably more consensus about
the inappropriateness of drinking and driving and other high-risk
uses of alcohol, such programs may be able to reduce alcohol misuse.
Not surprisingly, the study with the best effects for alcohol found
them for alcohol-related problems. Mthough that program targeted
young adolescents, its results suggest that efforts to curb high-risk
drinking among older teens should receive our attention as well.

5. One intervention experience is not enough; sustaining early gains
requires multiple experiences staggered over time. Programs that of-
fered booster lessons after the initial inoculation generally yielded
longer-lasting effects than those that did not. Nevertheless, most
programs fail to continue that reinforcement during high school, and
a consequent erosion of effects is seen throughout the high school
years. Adolescents do not experience less pressure to engage in risky
behaviors as they move from junior high to high school; if anything,
they experience more because of the expanded peer network and in-
dependence of the older teenager. Hence programs that continue to
offer booster lessons during high school have a better chance to
maintain results.

Limitations of Child-Focused Programs

Each of these characteristics increases the probability of a program's
success. However, a sober macro-lesson also emerges from our re-
search: even the best-designed and -implemented program will have
only modest success if it aims at the child alone. After reviewing re-
sults from multiple trials, one analysis concluded that antismoking
programs yield the intended effects for only about 5 to 8 percent of
the targeted population. [191 Our assessment of more recent drug
prevention and sexual education programs yields a similar conclu-
sion: trying to "fix the kid" without altering the environmental
factors that help shape adolescent behavior works for only a small
proportion of teenagersperhaps 5 to 10 percent. To make more
substantial inroads against high-risk behavior, we need to deal with
the multiple forces that impinge on childrentheir families, schools,
neighborhoods, and the broader society in which they live.
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How do those forces contribute to problem behavior? Although
peers play a key role in introducing kids to drugs, sex, and delin-
quency, family and school experiences can increase the child's vul-
nerability to peers who engage in problem behavior. If the family
situation is stressful and school is problematic, children are more
likely to be exposed to deviant peers (and adults) and more likely to
emulate their behavior. [381 Conversely, a caring adult and success-
ful experiences at school help protect kids from trouble. [39,401
Similarly, community and societal norms that promote drinking,
smoking, and violence and that glamorize sexual activity foster the
same behavior in kids. Societal norms that downplay or discourage
these behaviors dampen early initiation.

At the family level, parental support and discipline and parent/child
connectedness are particularly important. [41] Disrupted families,
per se, are not the problem. However, the stress that too often comes
with divorceloss of income, constraints on time for the child, lim-
ited access to child care and health services, hostility between the
former husband and wifecan strain parent/child relationships and
erode the parent's capacity to maintain consistent discipline. These
stresses have risen dramatically with (1) the increase in single-parent
families, (2) the worsened economic status of the bottom fifth of
American households, and (3) the consequent increase in the num-
ber of children who are poor.

At the school level, two factors operate: expectations of future aca-
demic achievement and actual performance. Children who are doing
well in school and who have career or college aspirations are much
less likely to get involved with drugs, to become teenage parents, or
to be serious delinquents. [42,43,38] Because the influence of family
and school precedes peers in the socialization process, efforts to help
families cope with stress and to make schools more positive
environments for success should begin in elementary school or
before. These efforts should also provide targeted assistance for kids
who already show signs of problem behavior, such as conduct disor-
der, poor attendance, or failing grades, all of which are important
predictors of later problems. Because we have very limited informa-
tion about their long-term effect on high-risk behavior, programs di-
rected at families and schools should be carefully evaluated over
time.
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POLICY IMPLICATIONS

The problems that urban kids face are complex and linked; no single
program or policy will fix them. We need to recognize that efforts
aimed solely at the child will delay or deter problem behavior for, at
most, 5 to 10 percent of teenagers. If that group falls within the 20
percent or so most in need of help, prevention programs may be
reaching between one-quarter and one-half of high-risk kids. Biu it
is difficult to know whether the deterrence effect has worked for
those most or least likely to get in trouble later on.

Most experts would agree, however, that protecting kids from high-
risk behavior during adolescence has big payoffs. The earlier they
start high-risk activities, the more likely they are to continue and to
escalate their involvement, 144,451 thereby increasing the likelihood
of serious consequences. Thus delaying the onset of high-risk behav-
iors may deflect harms associated with early initiation.

It is a judgment call whether the benefits of programs that help a
small proportion of the overall adolescent population are worth the
resources needed to effect the change. The argument is strongest
where the cost of failure is extremely highfor example, programs
aimed at AIDS and teenage parenthood. There is also a good case for
programs that have low costs per child, as is the case with most social
influence programs, and that have moderate benefits per child
"saved"for example, programs aimed at delaying, though not nec-
essarily preventing altogether, the onset of smoking. However, we
still lack careful assessments of the costs and benefits of prevention
programs.

In principle, targeting programs at the most vulnerable kids appears
to be the most cost-effective approach. But we know very little about
how to identify the high-risk child before serious problems occur.
While research has discovered multiple antecedents of problem be-
havior, our ability to predict which kids will get in trouble is still quite
primitive: we miss many who become problem kids later on and
identify others who do not. Furthermore, we know that programs
designed for kids who are already in trouble can actually make them
worse by lumping them together with other misfits, labeling them as
problems, etc. Developing targeted interventions for kids who might
get in trouble sometime in the future runs the added risk of labeling
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them before the fact and thereby fostering the behavior we want to
avoid.

Thus we need a long-term commitment to deal with the social and
economic forces that foster high-risk behavior and make our children
vulnerable to harm as adolescents and adults. Some ideas that might
work include the following:

1. Develop and test sequential programs for curbing high-risk behav-
ior during middle, junior, and high school. This would involve (1)
using what we have learned about the social influence approach to
improve our results for smoking, drinking, and other drugs; (2) inte-
grating these programs with appropriate efforts to delay sexual ac-
tivity and promote condom use; and (3) providing booster lessons
that recognize the need for continued reinforcement as adolescents
mature and that take into account changes in their cognitive, social,
and emotional maturity.

2. Implement and evaluate new policies and programs for younger
children that help families and schools provide environments in
which children can flourish. To date, the best evidence that early in-
tervention can have long-term effects comes from the Perry
Preschool Project, one of the prototypes for Head Start. But that
study involved highly intensive teacher involvement and followed
only one group of children from a single community over time. [46]
To get a better understanding of its effectiveness in a variety of envi-
ronments, current and future Head Start programs should also re-
ceive carefuland long-term---evaluations. At the elementary
school level, a promising effort to restructure elementary schools
involves bringing parents and teachers into school governance,
providing mental health services to parents and children, and
developing educational programs tailored to individual high-risk
children. Developed at Yale, this approach appears to have improved
attendance and academic performance among low-income minority
children. [47] However, the evidence demonstrating its efficacy is
sparse and lacks scientific rigor. Although a large-scale test of this
approach is currently underway at the middle school level, it should
also receive rigorous experimental tests at the elementary school
level.

3. Recognize that some government policies make the problem worse
and fix them. By now it should be painfully clear that our nation's
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youth need to know what puts them at risk for AIDS and teenage
pregnancy and how to avoid those risks. A substantial proportion of
AIDS victims contracted HIV infection as adolescents, and the num-
bers are likely to rise as heterosexual sex becomes a more dominant
mode of transmission. Moreover, recent evidence demonstrates that
females are particularly at risk for becoming infected through hetero-
sexual sex. In addition, statistics show that teenage pregnancy rates
are lower in many European countries than in the United States, de-
spite the fact that rates of sexual activity are similar. [48] This sug-
gests that European teens make much more effective use of contra-
ception than do American youth.

We need to replace silence, moralizing, and withholding of informa-
tion with a national program aimed at reducing the risks of AIDS and
pregnancy among adolescents. Building on knowledge gained from
antismoking campaigm one component of such a program should
involve the national media in promoting societal norms favoring re-
sponsible sexual behaviorpracticing safe sex, avoiding multiple
partners, etc. That effort should be backed up with school-based
programs for helping teens learn why and how to avoid high-risk
sexual activity. Such programs should be targeted to every teen of
high school age and some in junior high, depending on how sexually
active the younger kids are. The programs should also target school
dropoutsa difficult population to reach but one whose risk profile
is high.

America can no longer afford to stand by while millions of teenagers
jeopardize their futures. We must invest in our children: build the
foundation for them to become successful and productive adults and
help them avoid risky choices that threaten their well-being. This in-
vestment should begin in childhood and be sustained through ado-
lescence. It also requires evaluating our efforts so we can improve
the prognosis for future generations.
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NOTES

'The following example shows the difference between the two measures. Post-
program results for treatment x, which show that current smokers account for 15
percent of control school students and 10 percent of treatment students, led to the
conclusion that the treatment reduced current smoking by one-third (5 percent
divided by 15 percent). However, the proportion of all students affected by that
reduction is only 5 percent: without the program, 15 percent would have been current
smokers; with it, only 10 percent smoke. Thus, 5 percent of the total have been
deterred from cigarette use.
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Chapter Five

Urban Education
Paul T. Hill

The decline of big American cities can be measured by the collapse of
their public schools. Before the immigration wave of the late 1980s,
the public school systems of the most important U.S. metropolises,
including New York, Chicago, Los Angeles, Boston, and Houston, had
suffered enrollment declines averaging 30 percent, and their student
populations had become increasingly poor and welfare dependent.
Working and middle class students of all racial and ethnic groups
have deserted the big city public schools for suburban and private
schools.

Until the 1950s, many big city school systems were among the best in
the country. The New York, Chicago, and Boston public school sys-
tems, among others, were America's greatest sources of successful
and outstanding business leaders, public officials, and scholars.
Small town and rural schools were generally considered inferior in
teacher quality, classrooms and other instructional resources, and
community support. Since that time, however, urban schools have
declined dramatically; half the students in big city school systems
drop out before high school graduation, four times the national aver-
age rate. The majority of students in big city public schools drop be-
hind the national average in reading after the fourth grade and never
catch up. Only one-third of the graduates of some big city public
high schools can score well enough on the military qualifying tests to
enlist in the armed forces.

Since the days of their early success, the big city schools have
changed in many ways. Schools built near the end of the 19th cen-
tury are still in use, and many are suffering from decades of neglect.
Spending in city schools, once the highest in the country, is now
lower than the statewide average in many states. 11,21 School boards,
once staid collections. of educated citizens, are now arenas for con-
flict among the politically ambitious. Most schools are burdened by
layer after layer of regulations emanating from board politics, federal
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and state funding programs, and court orders. Teachers are union-
ized, and their contracts, after decades of bargaining in which school
boards made concessions on work rules rather than grant wage de-
mands, constrain any attempt to adapt school programs to new
needs.

The combined effect of all these trends is to make big city public
school systems weak and inflexibleexactly the wrong characteris-
tics for organizations that must master an exceptionally turbulent
situation. City student populations are changing faster than at any
time since the turn of the century, and city school budgets are declin-
ing even as their student populations increase. Since the 1960s, the
student populations of most big cities have changed from majority
white to majority Hispanic or black. After a period of enrollment
decline caused by "white flight," many city school populations have
grown dramatically due to immigration. Since the late-1980s, New
York, Los Angeles, Chicago, and Miami have collectively enrolled
nearly 100,000 new students each year who are either foreign born or
children of immigrants. City school budgets are falling as dramati-
cally as their populations are rising. New York, Chicago, and Los
Angeles have had to make crippling midyear cuts in their school
budgets in each of the last three years. No one knows how much Los
Angeles must cut during the 1992-1993 school year, which is about to
begin, but a good estimate is $240 million from a general fund budget
of $2.9 billion plus smaller cuts in state categorical programs and
capital funds. PI Chicago must cut over $200 million from a budget
of $2.3 billion; according to best estimates, Chicago must continue
cutting and will still face a deficit of over $500 million in the 1997-
1998 school year. 141

It is hard to imagine how any organization could provide consistently
good services in such a turbulent environment. Schools must have
consistent and predictable funding, and the cuts of the last five years
must be restored. But funding is not enough. If funding is used only
to restore existing programs, schools will still not be effective for
immigrants, for whom existing programs and materials are not ap-
propriate, or for native-born minority students, whom the schools
were failing long before the present fiscal crisis began. [3)

Big city schools are also embedded in communities that lack sound
economic bases and are burdened by crime, unemployment, teenage
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parenthood, child abandonment, drug use, and disease. These
problems, too, must be solved if children born in the inner city are to
have the educational and career opportunities available to other
Americans. The growth and persistence of these problems demon-
strate a lack of public and private capacity to give inner-city children
a fair shot at life.

In several RAND studies conducted in the past few years, we have
interviewed many educators who claim that the schools are helpless
in the face of these problems. Nothing can be done, they claim, until
the schools get more money and children get better prenatal and
health care, better home environments, and more conventional adult
role models. Other educators draw a quite different conclusion: that
the schools must become comprehensive social service agencies, de-
livering health, family planning, counseling, and income support
services. These respondents may disagree about whether schools
should wait for other services or aggressively seek to provide them,
but they agree that the real problems are not in the schools but else-
where and that schools would work if only children were properly
cared for by their parents and the broader community.

This chapter makes the contrary argument: that public schools con-
tribute to the problems of today's urban youth and that schools must
do a better job of educating students. It admits that schools are bur-
dened by the urban environment but contends that we cannot wait
to change schools until other problems are solved. It grants that
someone must address problems, such as poor student health and
family instability, but argues that educators have enough to worry
about in their own backyards. Better schools will not solve all the
problems of American cities, but they are definitely part of the solu-
tion. The remainder of this chapter argues four points:

Bad public schools are making their own distinct contributions
to the problems of cities.

There is a substantial consensus among educators and parents
about how schools can be made to work for disadvantaged and
minority students in the big cities.

Better inner-city schools are unlikely given today's methods of
financing and governance.



130 Urban America

Better schools are possible in the inner city but only if we make a
major change in what is meant by a public school.

SCHOOLS MAKE THEIR OWN CONTRIBUTION
TO URBAN ILLS

The Rodney King verdict was the spark that ignited the tinder of poor
urban neighborhoods in Los Angeles. Those arrested in the ensuing
violence were largely young adult males, unemployed and embit-
tered. These conditions are established during the years of children's
supposed compulsory attendance in school. Starting in the seventh
grade, low-income urban students develop poor school attendance
habits; most rapidly fall behind in their classes and eventually fail
many. Those students who do attend school regularly learn to stan-
dards far lower than those expected by employers and postsecondary
training institutions.

RAND studies of inner-city schools in Los Angeles and elsewhere
have repeatedly encountered high school juniors and seniors who
have never read local newspapers, have no knowledge about the lo-
cal economic base or the names of major local employers, and do not
know the location or significance of local landmarks. 13,51 These
children have grown up isolated from the broader community in
ghettos that provide few avenues of access to mainstream economic,
cultural, and political life. Like the poor minority children whom
Coles studied in Northern Ireland and South Africa, the children of
our inner cities see government and its political processes as closed
and indifferent, likely to do things to them, not for them. [6] They
may serve as spectators through radio, television, and movies, but
they do not prepare themselves and do not expect to take part in life
in environments unlike their own. Aside from the media, such chil-
dren's contact with the broader society is mainly through the police,
whom they regard as a hostile and punitive force, not a source of help
or protection. Even those who enter the legitimate economy through
jobs in fast-food establishments or small retail stores usually stay in
their own neighborhoods and deal mainly with people of similar
background.

The school programs that most inner-city minority students en-
counter do little to remedy their isolation from the broader commu-
nity. As several RAND studies by Oakes have shown, public high
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schools, especially in urban areas, "track" students on the basis of the
motivation and performance levels they display on entering the
ninth grade. 17,81 Students with poor attendance records or deficient
mastery of basic skills (as is the case with a majority of students in
most urban high schools) are typically assigned to remedial drill and
practice on reading and arithmetic. Remedial instruction is boring;
poorly motivated students seldom learn much from it or persist in it
long. Even those students who stick with full-time remedial instruc-
tion seldom progress quickly enough to join the regular high school
curriculum. Only a few ever take the normal "gatekeeper" courses
that prepare students for college and good jobs (e.g., algebra, geome-
try, English literature, world history, or laboratory science).

Even when remedial instruction does teach students how to read,
write, and figure, it does not teach them how those skills are used in
adult life. Remedial classes teach skills subjects in isolation from one
another and leave it up to the student to see and exploit the connec-
tions. Students in such classes do not take part in writing and re-
search projects that give others at least some experience of using
skills in combination. [8,9,10,111 Schools in general may do too little
to help students learn how to integrate and use what they know, but
remedial instruction does nothing to that end.

Urban public schools are also poor places to learn about how adults
work in the real world. The only adults whom students observe
working on a daily basis are teachers. Yet public schools are a poor
model because they are not organized to be productive. They ex-
emplify the kinds of businesses more typical of the United States in
the 1960s and 1970s that were either restructured or failed in the
1980s and 1990s. Work is routinized and most workers (teachers)
understand only their own duties, not the whole productive process.
A few individuals work desperately hard and take responsibility for
the results, but they are as likely to be regarded as zealots and nui-
sances as to be imitated and rewarded. Workers are accountable for
following rules, not for contributing to overall success. Top man-
agement acts without consulting with workers to use their expertise
or gain their support. [51

Few teachers are concerned with their school's general appearance
or climate; even those who are effective in controlling their own
classrooms seldom act in response to disruptions outside their class-
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rooms or obvious student truancy or class cutting. A norm of mutual
noninterference also discourages teachers from identifying col-
leagues who are poorly prepared or who consistently turn out below-
par students. [121

Many teachers think they have no warrant for action beyond their
instructional duties and fear (sometimes correctly) that students or
other teachers might resent interference. Many urban teachers also
exercise "leniency" in dealing with students, lowering standards for
behavior and academic attainment. Lenient treatment of students is
often well intentioned, motivated by teachers' reluctance to burden
students who already have difficult lives. It is often reinforced by
administrators' reluctance to back teachers who become controver-
sial because of their demands on students. But the result is an im-
poverished education, producing students who are not even aware
that their behavior and knowledge are insufficient for a successful life
in the broader community.

Many teachers and principals think of themselves as administrators
of a public agency. They feel responsible to deliver a prescribed cur-
riculum and to respect students' rights as defined by law. As one
principal told a RAND researcher, "My job is to make sure this school
runs according to the policies and regulations of the school
system."

Albert Shanker of the American Federation of Teachers quotes a
teacher's statement that encapsulates the problem: "I taught them
but they did not learn it." The implication that the teacher is re-
sponsible to deliver material, but not to make sure that students
master it, demonstrates teachers' bounded responsibility. Student
respondents in a recent RAND survey demonstrated this attitude in
another way. Several said, "I hate it when the teachers say, 'I get paid
whether you learn this or not.' Teachers may come to these atti-
tudes through years of frustration, but students (and their parents as
well as researchers and other outsiders) often see teachers as dutiful
only within the letter of their job descriptions.

The nature of teachers' work has important consequences for what
students learn about adult life. Students who see teachers executing
narrow routines and avoiding collaboration or responsibility for the
results of their work are unlikely to imagine that their own work as
adults will require risk taking, solving of unfamiliar problems, shared
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responsibility, and concern for the ultimate success or failure of the
enterprise in which they work. As this author has argued elsewhere,
the kind of climate prevalent in urban public schoolshigh schools
especiallyteaches students that actions seldom have consequences
and that "they," not "we," are responsible for making an organization
work. [5]

Employers' complaints about young workers focus more on students'
judgment and responsibility than on their mastery of basic skills.
Employer surveys, such as those conducted by the Michigan State
Employment Service, and national consultative bodies, such as the
Labor Secretary's Commission on Necessary Skills (SCANS), focus on
students' ability to solve problems, interpret general rules in light of
particular circumstances, collaborate, and manage interpersonal re-
lations. These skills may require the ability to read and do arith-
m.etic, but they also require accepting responsibility, willingness to
tackle the unknown, and adaptation. These actions are seldom
taught or modeled in urban schools. The result is that many low-
income urban students are unprepared to operate effectively in
mainstream adult roles.

WHAT IS NEEEDED FROM SCHOOLS

A casual observer of school politics might think that Americans are
deeply divided about what makes a good school. The debates about
the need for a multicultural curriculum, instruction to maintain
immigrant students' native languages, or teachers' right to use cor-
poral punishment, represent serious differences of opinion on real
issues. But by focusing attention on issues on which people disagree,
these debates obscure a broad consensus about the essence of a good
school. This consensus is evident from surveys of parent attitudes,
from studies of teacher beliefs, and from the results of efforts to de-
sign better schools, which demonstrate agreement on a number of
key elements of a good school.

Teachers know their material and present it well.

Each child is led to learn and accomplish as much as she can.

Students who fall behind or encounter problems get help.
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The school works as a partner with parents, communicating
clearly what their children will experience and why. Partnership
means that the school respects parents' concerns and aspirations
and that parents support the school's demands on students.

Adults in the school form personal relationships with children
and take responsibility for how well every child learns.

Adults in the school set good examples of fairness, honesty, and
generosity.

Despite the strong consensus on the importance of these factors, few
schools provide them all. Two principles of effective schooling un-
derlie this list: the first is concentrating effort on education, not de-
livery of social services or other noninstructional functions; the sec-
ond is expecting that students, teachers, and parents will work long
and hard and in as many different ways as are necessary to ensure
that students learn.

Focus on Education

The first principle of effective schools is that they must educate.
Many urban schools have lost their grip on that central fact. Schools
must ensure that students have the opportunity to learn the bodies of
knowledge that mark an adult in our society. They must also help
students understand the world in which they will live and work. That
cannot and does not happen in schools whose leaders have become
preoccupied with social services. Out of concern for the stresses in
students' lives, many urban public schools have become centers for
social work and such ancillary services as health care, counseling,
infant day care, and housing. Though teachers' time is seldom con-
sumed by these activities, the attention of principals and administra-
tors often is. Principals and senior administrators often spend major
parts of their time coordinating the services of nurses and physicians,
day care workers for students' babies, psychological counselors, and
security officers. Once a school becomes committed to providing
such services, administrators must also work constantly to obtain
grant funds and maintain the cooperation of provider agencies.

Administrators find these activities rewarding because student bene-
fits are often quick and obvious. School administrators also have
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more freedom and experience less conflict in dealing with social ser-
vice agencies than with the school system's central office or the
teachers' union. But the result of a preoccupation with social ser-
vices is that school administrators often leave the instructional pro-
gram to the teachers. And though many teachers work well without
supervision, the result for the school as a whole is that there is no
mechanism for setting priorities, establishing collaboration, and
evaluating overall performance.

As one commentator recently said about American political parties, if
one worries too much about the fringes, after a time the entire enter-
prise becomes fringe. Schools can easily become holding companies
for diverse uncoordinated activities that do not add up. The results,
in students' educational experience and in their learning about the
nature of productive adult enterprise, have been described above.

Unflagging Commitment

The second principle of effective schooling is what Robert Slavin calls
"relentlessness." 1131 To beat the odds in dealing with disadvantaged
students, schools must never let up. Teachers must keep trying, to
the point of working individually with students who are not learning
from regular classroom instruction. Parental support must be en-
listed to ensure that students attend school every day and complete
all their assignments. Students must be pressed to keep working, as-
sured that they, their parents, and teachers can together overcome
any obstacles to learning.

The example of urban Catholic schools, many of which now serve
disadvantaged minority students drawn from the same population as
public school students, is instructive. Catholic high schools, in par-
ticular, are built to put students under strong pressure to work and
achieve and to ensure that all students encounter the same core of
adult materials in English, science, mathematics, and history. They
also expressly prepare students for adulthood, ensuring that they un-
derstand the local economy and political system well enough to be-
come full participants. As the author has described elsewhere in
High Schools with Character, the Catholic schools offer students a
demanding barg.in. 151 Students, including the many minority stu-
dents who enter high school academically years behind and with
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poor junior high attendance records, are told that they must work
hard and cooperate with the school's efforts to help them. In return
they are assured that they can succeed academically and that the
school will do everything in its power to make it so. The schools are
accountable to parents, who can register displeasure by taking stu-
dents out, but they are also aggressive in demanding that parents
supervise students and reinforce the schools' demands. Catholic
schools also prove their ability to deliver on the bargain by introduc-
ing new students to recent graduates who, like themselves, entered
high school with grave academic problems.

The focus on instruction and dedication to leading disadvantaged
students through a challenging curriculum is built into urban
Catholic schools. Many of them were built in the early 20th century
to give immigrants a start toward full participation in American life,
and they are still staffed and managed expressly for that purpose.
But these capabilities are not limited to private schools. Many public
schools, including one or a few in almost every inner-city area, avoid
the traps of bureaucracy and preoccupation with remedial instruc-
tion. Some are renegade schools run by principals who simply defy
school boards and unions to disrupt an obviously successful school.
Some were also built by school boards and superintendents to attract
working white and black families wl- threatened to leave the public
school system. These schools are di ven by their missions and by the
dedication of their staffs, not by rules. Like the inner-city Catholic
schools, they now serve large numbers of students who are several
years behind in basic skills. They teach a demanding curriculum, as-
suming that students faced with real mental challenges and interest-
ing materials can learn basic skills rapidly. Though some students
need an intensive first year, including weekend and summer classes
from the end of the eighth grade until the beginning of the tenth, vir-
tually all can learn standard high school materials by the beginning
of the tenth grade.

Schools built expressly to educate disadvantaged students are dis-
tinctive in many ways. Unlike most public schools, they do not as-
sume that students' values, motivations, and abilities are fixed by
early adolescence. They set out deliberately to motivate and change
students. They do so by setting specific goals for what students
should be able to do when they leave the school and by organizing
the whole school around a definite theory or approach to instruction.

h



Urban Education 137

They teach basic skills and standard academic subjects but integrate
them with other experiences designed to prepare students to func-
tion as adults in jobs and professions. Students are introduced to the
broader community, not isolated from it.

The promises such schools make about what students will encounter
while in school and what they can do upon leaving are matched to
demands about what the student must do to succeed. Teachers and
administrators are not afraid to make demands on students. On the
contrary, they assume that students need to work and that rigorous
academic demands can put meaning and structure into students'
lives. These schools demonstrate the rewards of hard work and build
students' self-esteem by showing them that they can meet high stan-
dards.

Effective urban public schools are not all alike. Some are career ori-
ented, preparing students for good jobs in particular industries, such
as health care, government service, and finance. Some are college
prep oriented, but their programs are based on well-defined and in-
tegrated approaches, such as Ted Sizer's "Essential Schools" ap-
proach or the International Baccalaureate. [111]

Like inner-city Catholic schools, effective public schools stand for
something in particular. They are not work places for groups of au-
tonomous teachers or holding companies for diverse social service
providers. They are schools where adults and students work together
to attain a definite outcome. These schools work. There is an unbro-
ken chain of evidence from the early 1970s until the present that stu-
dents attending public schools with these characteristics have better
attendance records, gain credits more rapidly, take more demanding
courses, have higher graduation rates, are more likely to graduate on
time, get higher SAT scores, and are more likely to enter four-year
colleges. [5,10,14,15]

In most central cities, parents clamor to get their children into such
schools. Parents in some localities camp out overnight to be first in
line to enroll their children in schools that offer specially focused
programs. In New York City, which offers a sinall number of nonse-
lective "magnet" schools (in addition to the selective magnets like the
Bronx High School of Science), some such schools have 20 and 30
times as many applicants as they have available seats. The schools
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parents want are in short supply because they differ from the domi-
nant model of regulated and bureaucratic schooling.

HOW THE SYSTEM IS STACKED AGAINST
BETTER PUBLIC SCHOOLS

Why did we get schools that are different from what everyone wants?
The answer is complex and, because it lacks a single villain,
unsatisfying. We, the adult Americans who vote, pay taxes, and
badger or praise elected officials, made them that way. We made
them through the gradual accretion of small decisions, not by design.
Since the mid-1960s, when schools first became the focus of social
policy, they have been subject to layer after layer of rules, regulations,
court orders, teacher contract provisions, and other formal rules that
bind and delimit what teachers and principals can do. Do schools
have too few or too many minority students or does a desegregated
school have too many segregated classes? The answer is a rule or
court order. Are handicapped children neglected in some schools?
The answer is a new legal principle and access to the courts for
aggrieved parents. Do some students need extra help in school? The
answer is a series of federal and state categorical programs, each with
its own set of controls designed to ensure that the services bought
with federal and state monies go to the intended beneficiaries and no
one else.

Taken one by one, most of these policies and programs seem reason-
able. So do the literally hundreds of other rules made by local school
boards, state legislatures and state education agencies, Congress, the
U.S. Department of Education, and federal and state courts. So do
the many rules governing when schools open and close, how many
minutes teachers may teach, and how a principal may supervise and
evaluate a teacher, all agreed to one by one by school boards who
chose to make work rule concessions rather than meet teachers'
union salary demands. 1161 In the aggregate, however, the accretion
of rules has created schools that no one would have consciously de-
signed and that do not work.

A highly regulated school system does not work because no one is
personally responsible for whether children learn. The people inside
the system, teachers, principals, and administrators, are responsible
for performing tasks specified by regulations and contracts and for
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respecting the turf of others. Most teachers and their supervisors
care about children, and many complain that their schools are hurt
by a few "time servers" who do not work hard and will not cooperate
with efforts to upgrade instruction. Poor performers are safe if they

can demonstrate compliance and rectitude. Parents and community
members who complain about poor results are often told that noth-
ing can be done as long as no rules have been violated. School
boards, caught in the web of their own rules, can do little about fail-
ing schools. Los Angeles and every other big city has dozens of
schools that have abjectly failed students for years, producing several
times more dropouts, truants, and semiliterate graduates than the
local average. The board or superintendent may take marginal ac-
tions (e.g., replacing a principal or adding a new program to supple-
ment the school's inadequate core program). A school is seldom
changed fundamentally as long as it complies with all applicable
regulations.

Public schools that focus on education and offer their students a spe-
cific approach to learning are rare because our system of public con-
trol naturally produces a different kind of school. On important mat-
ters where school boards are divided, policies are very carefully
drawn to satisfy as many people as possible and to compensate pres-
sure groups that lose on one issue with a win on another. The natural
result is a system of schools in which all are constrained by the same
thicket of requirements.

The foregoing is enough to explain much of the critique of public
schools. It certainly accounts for the fact that public schools try to be
all things to all people and are unable to develop coherent philoso-
phies of education. Something else is needed, however, to explain
why schools in poor areas are usually worse than schools in wealthy
ones. District revenues are, of course, part of the picture. Dif-

ferences in local property tax valuation and the general economic
plight of big cities limit the funding available for city schools.

But some of the most striking differences in school quality are evi-
dent within city school districts. Even with their limited revenue
bases, cities like Chicago and New York are able to create some of the
best schools in the country that coexist in the same system with some
of the worst. There are two keys to this striking inequality within
cities. The first is politics: to hold on to middle class students and
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demonstrate their commitment to quality, city school systems often
create "flagship schools." These schools may or may not get more
public funds than others, but the staff members are free to develop
instructional themes and adapt curriculum to students' needs. Many
of these flagship schools also get support from national foundations
and reform networks, which further enhance their independence and
flexibility.

The second key to inequality within cities is teacher allocation.
Teachers' union contracts with big city public school districts all give
senior teachers first choice about jobs and school placements. Not
surprisingly, senior teachers tend to congregate in schools located in
safe and attractive neighborhoods with supportive parents and re-
sponsive students. Schools in less attractive neighborhoods have
trouble attracting and keeping senior teachers. They have to accept
newer, less-experienced teachers and, in many cases, teachers who
lack complete training or who scored poorly on state teachers'
exams.

The teacher pllocation process leads to staff instability in low-income
area schools. Many teachers with good qualifications leave such
schools as soon as they have the seniority to do so. It also leads to
lower de facto funding for poverty area schools. Schools are billed for
teacher salaries as if all teachers cost the same amount. But senior
teachers cost two and one-half times as much as beginning teachers
in most cities. Since over 70 percent of all school costs go for teach-
ers' salaries, schools with all senior teachers can cost nearly twice as
much as schools with all junior teachers. The recent settlement of a
lawsuit, Rodriguez v. Los Angeles Unified School District, may lead to
the elimination of some of these funding inequities.

Job protections for senior teachers pose another problem for cities
with rapidly changing populations like Los Angeles. As RAND's re-
cent study of immigrant education showed, many schools serving
immigrant populations are dominated by teachers who are left over
from earlier times when all students were native iorn. [16] During
times of budget crisis, school systems can neither create vacancies to
hire new teachers with the appropriate language skills nor change
school staffs rapidly as student needs change.

Not all inner-city schools are defeated by these factors. A few schools
in every city attract and keep dedicated staff members and work ag-
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gressively to meet students' needs. But these schools work despite
the system, not because of it. Like all systems, the public schools op-
erate pretty much as they were designed most of the time. The result
is that most inner-city public schools are bureaucratic, weak, unlikely
to change on their own, and resistant to change from the outside.

In the past few years, superintendents and civic leaders in a number
of cities have recognized that their schools were not working and
have tried to create an instantaneous reform. They have declared
"site-based management" an opportunity for principals and teachers
in existing schools to use their own judgment in changing school
programs to meet the needs of children. Site-based management
plans in places like Miami, Chicago, Los Angeles, and New York gave
teachers and parents greater influence over school-level decision
making. But, as a recent RAND report shows, the roles of the super-
intendent, school board, and central office bureaucracy did not
change. [9] School communities, though urged to change them-
selves, are still tied up by the same inequitable school budgets, limi-
tations on the use of funds, teacher contract provisions, and central
office regulations. Some parent councils in Chicago exercised their
authority to fire their principals; others elsewhere found new ways to
use the few thousand dollars of flexible equipment and supplieo
money available to each school. But very few were able to focus on a
basic review of the school's performance and devise significant im-
provements. The existing system had kept its strings on them.

The big city system of governance and finance that produces weak
public schools is robust and persistent. Though many teachers and
administrators criticize the system, most find their individual jobs
safe and tolerable. Civil service protections and union contracts en-
sure that schools deal fairly and consistently with adults, even if they
do not work well for children. The system also deals very efficiently
with challenges. Outstanding principals and community leaders can
flout convention, but they are isolated and few; when they leave or
retire, their schools usually regress toward the systemwide mean.
Schools that receive special attention from outside funding sources
and reform leaders are also allowed to distinguish themselves. But
they too often become Potemkin villages, protecting the system from
criticism by focusing attention on its few excellent schools.
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Can a city like Los Angeles create a public school system that is less
bound by its rules and adult protections and more able to promote
school quality and adaptiveness? The final section in this chapter ar-
gues that the answer is yes.

AN ALTERNATIVE PUBLIC SCHOOL SYSTEM

A solution to the problems of today's schools must overcome ten-
dencies that are inherent in the structure of large urban public school
systems. An alternative school system must free the schools from
micromanagement by the school board and other political bodies; it
must remedy the inequities of funding and teacher allocation that
exist within most urban districts; it must allow development of
schools with specific approaches to education so that staff members
can feel responsible for what they produce and parents can hold
them accountable; it must force school boards and superintendents
to act when they discover that a school is consistently failing its
students.

A radical solution preferred by some is school choice based on con-
sumer initiative. 1171 The plan would give every child in a locality a
voucher worth the current per pupil cost of public schooling. Parents
could use the voucher to pay for tuition at any school, public or pri-
vate. Parents would, presumably, seek out the better schools and
avoid the weaker ones. Drawn by the possibility of lucrative tuition
payments, entrepreneurs would offer alternatives to unpopular
schools. In the long run, weak schools would be eliminated, strong
ones would take their place, and all schools would feel the pressure
of competition to maintain quality.

A choice plan including private schools raises the spectre of public
funds being used to support Catholic and other sectarian schools.
Some choice advocates have therefore proposed an all-public choice
scheme, in which parents could choose any public school.*

The advantages of school choice are evident in light of the foregoing
discussion of public school problems. School boards would not have
to agree on what is the one best model of schooling for all students.
Diverse tastes and demands could be satisfied by diverse schools.
chools would compete on quality, but like other sellers of complex

services, they would also have to differentiate their product to appeal
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to purchasers' tastes and loyalty. Parents and students would there-
fore know what to expect from a school. Though schools could not
discriminate in admissions, they could impose requirements related
to student attendance and effort. As the research on magnet schools
makes clear, students who choose a particular school knowing what
it requires (even if they only consider it their least-bad alternative)
have a greater incentive to meet its requirements than students who
have no choice about where they will go. [5,15]

Schools would be forced to attract students and would therefore pay
close attention to student needs and parent preferences. Funding
would be explicitly based on attendance, not driven by the locational
preferences of senior teachers or political negotiations. Schools
would live and die on their reputations; teachers and principals
would therefore have a strong incentive to collaborate, to press one
another for good performance, to weed out weak staff members, and
to work as hard as necessary to build their school's clientele. Like
private schools, these schools would have to be concerned about
their graduates, whether they could succeed in jobs and higher edu-
cation and cope with adult life.

But choice plans, whether all-public or public-private, have a glaring
problem. Vouchers may increase parents' capacity to demand better
schools, but it is not clear where alternatives to the existing bad
schools are to come from. Even in New York City, where Catholic
schools educate over 100,000 students and constitute the twelfth
largest school system in the country, there is no room for the
1,000,000 public school students. If choice is to provide new oppor-
tunities for all students, a much larger supply of good schools must
be created.

For choice to have any appreciable effect on the quality of schooling
in Los Angeles, a massive effort to create new schools or redevelop
existing ones would be necessary. That is unlikely to happen purely
through private investment. Some investors and community service
organizations might venture to start one or two schools each, but
only a few are likely to consider troubled central city areas the best
place to start. The demand for better schools is high in inner suburbs
and in minority working class areas, but prudent entrepreneurs will
start in less challenging environments.
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For the foreseeable future, a reform built solely on cOnsumer choice
will leave central cities with the problem they started with (i.e., how
to create a large enough supply of good schools to serve all students).
Choice does not eliminate the need for a strategy to improve public
schools.

There are promising approaches to the supply problem. Several na-
tional organizations are creating new designs for schools and are
building the capacity to help public school systems form new schools
(or redevelop existing ones) around these designs. These design or-
ganizations are sponsored by foundations such as RJR Nabisco,
Macy, and Exxon, and many work out of major universities.
Professor Henry Levin runs such an organization at Stanford, and
others exist at Harvard, Yale, and Brown. Other design organizations
(e.g., Christopher Whittle's Edison Project) are privately sponsored
and hope either to work under contract to local school districts or to
run private schools with money from education vouchers.

These design organizations could provide the supply side of the mar-
ket envisioned by choice advocates. They could develop school con-
cepts, test and demonstrate their feasibility and appeal, and then of-
fer them to parents in one or many localities. Like Montessori and
the Catholic religious orders, they could ensure that the staff of a
school were properly trained to run it and that a competent parent
organization was available to monitor quality and help solve prob-
lems.

A national effort to create such design organizations is sponsored by
the New American Schools Development Corporation (NASDC), a
coalition of business leaders. Among the projects sponsored by
NASDC is a Los Angelesbased effort to design an inner-city school
that will use older students as tutors for younger ones and focus the
efforts of all neighborhood adults on education. Other designs spon-
sored by NASDC include a school based on old-fashioned character
building and study of the classics; schools in which students learn
basic skills in the course of research projects; and schools using
computers in all phases of instruction. Within three years, NASDC's
design teams will be available to help communities all around the
country use its designs to build new schools or redevelop existing
ones.
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Some public agencies are creating their own design and assistance
organizations. The school systems of Philadelphia and New York
City are both creating new "theme" schools that take over the build-
ings of failed neighborhood schools and offer students choices
among simple, focused, goal-oriented schools. State governments in
Ohio, Oregon, and Wyoming are also developing capacities to help
school systems identify and redevelop their weakest schools.

All these organizations are creating alternatives to existing public
schools. None seek to become the universal model for all the schools
in a locality. They are creating a menu of alternative approaches that
school systems can use as they try to improve or redevelop their
worst schools. The designers sponsored by NASDC, in particular, in-
tend within five years to offer their services to any school system that
wants to adopt one or more of the new designs.

However, with the exception of the efforts sponsored by the New
York and Philadelphia schools, new designs for individual schools do
not change the ways that public school systems do business. One or
two well-designed new schools in inner-city Los Angeles (or several
hundred schools nationwide) do not amount to a solution to the
problems of urban education. Today's urban public school systems
are built to manage large numbers of schools via regulation and
compliance enforcement. They are not built to create and nurture a
variety of schools or to invest in the redevelopment of schools that
have gone bad. Unless we find a new way to govern whole systems of
urban schools, the new designs can only slightly increase the number
of exemplary-but-not-imitated public schools.

Can we find a way to govern public schools that permits and encour-
ages variety and that moves quickly to supply better schools in place
of ones that have failed their students or that nobody wants? Can we
build a public school system that nurtures the development of clear,
coherent educational approaches in individual schools so that par-
ents have real choices?

A rough blueprint for a public school system that offers the benefits
of choice is suggested in David Osborne and Ted Gaeblefs new book,
Reinventing Government. 1181 They argue that the key to improving
schools and other public institutions is to separate governance from
the delivery of services. Governance bodies like school boards natu-
rally tend to create uniformity. Because they have formal authority
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over schools, they find it difficult to resist constituent pressure to
settle every problem or complaint with a rule that prevents the of-
fending circumstance from arising again. The result is that a prob-
lem that arises in one school leads to rules that constrain all
schoolseven those in which the problem had either been handled
smoothly or had not arisen at all. Because many such problems con-
cern the treatment of employees, public bodies like school boards
gradually constrain the schoolsand themselveswith elaborate
civil service employment rules and union contracts.

Osborne and Gaebler argue that public bodies can be saved from
their own tendency to overregulate. Their strategy for separating
policy-making bodies from the day-to-day management of services is
to have services delivered under contract. Public decision-making
bodies can set basic goals and principles of operation (e.g., nondis-
crimination in student admissions and teacher hiring), but services
will not be delivered by public employees. Services will, instead, be
delivered by contractors, operating under limited-term and fixed-
cost agreements. Public bodies could retain the right to terminate
contracts for nonperformance, and contractors would have no au-
tomatic rights of renewal.

Under the contracting scheme, school boards could manage a num-
ber of different contractswith a child development organization for
some elementary schools and with a university school of education
for others; with an organization like Ted Sizer's Coalition for
Essential Schools for some high schools and with a college of arts and
sciences or career training academy for others. Nothing would pre-
vent a group of teachers in existing schools from organizing them-
selves as a contractor. Teachers' unions might offer to run a few
schools in one locality; a successful local union might land contracts
to provide schools in another school district or even another state.

Public school systems would still need superintendents and some
form of a central office, but their roles and powers should be modest.
The superintendent's job would be to advise the board on contract-
inghow to attract good offers; when to warn a failing contractor or
reassign some or all of its schools to other contractors. The school
system's central office would support the superintendent in this ba-
sic monitoring function, but it would not directly supervise princi-
pals or teachers or provide in-service training. Contractor organiza-
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tions would be responsible for those functions. The school board
could set general requirements for teacher qualifications and might
even negotiate with contractors and the teachers' union about gen-
eral wage scales. Contractors could be required to hire teachers from
the existing city teaching staff, but they would be able to pick those
who best fit their schools' approaches to education. The teachers'
union might operate as a guild, helping teachers find placements and
trying to upgrade the skills of teachers who could not readily find
work.

Contracting may be the framework for the solution of many prob-
lems of urban schools. It could, if properly implemented, allow
school boards to focus on the core issues of what children need to
learn and how to save children from schools that are failing them. It
could also relieve school boards of the obligation to resolve every
complaint about any aspect of school operations. Contracting with
statewide or national design organizations such as those discussed
above would force school boards to make an explicit allocation of
funds to each school, thus eliminating the current within-district in-
equities in school funding. Many of the teachers and administrators
would come from the current teaching force, but they would work in
organizations that must maintain quality and will therefore reward
good teachers and retrain or replace ineffective ones.

Schools would remain public: they would be funded from tax dollars
and would operate under contracts that guaranteed fair admissions,
nondiscrimination, and the rights of the disadvantaged. The state
could still establish requirements for teacher certification. Local
school boards would be, in effect, public investment managers, de-
ciding which contractor's approach best fits a neighborhood's need.
Parental choice would force school boards and superintendents to
pay special attention to their shakiest investments. Schools that had
become unpopular would lose students and force a reallocation of
district funds. When troubled schools became too small to run eco-
nomically, contractors would be forced either to negotiate for higher
per pupil payments or default on their contracts. In either case, the
board and superintendent would face an action-forcing event. Even
if the board shirked its duty during the life of a contract, the end of a
contractor's term would force a new decision.



148 Urban America

A board that could not get contractors to bid on a particular set of
schools would know quickly that it needed to offer more money or
more realistic terms. This might be a warrant for selectively allocat-
ing federal or state categorical program funds. If a school district
consistently had trouble attracting contractors for its schools, the
state government would have a clear signal that something must be
donea review of the district's contracting methods and specifica-
tions, special incentive funding for contractors, or reconstitution of
the local school district. Failures would be evident and the remedies
would be readily available. There would no longer be any justifica-
tion for tolerating school failure or for leaving generations of children
from inner-city neighborhoods in the same ineffective hands.

Contracting with school design organizations, such as those spon-
sored by the NASDC, can provide a supply of schools that make
parental choice meaningful. It also provides a way out for commu-
nities like Los Angeles whose schools have collapsed under the old
system. No such dramatic change can be instantaneous, but effec-
tive steps can be taken now if community leaders and the school
board focus on the worst inner-city schools and commit to redevel-
oping them via contracts with universities and design organizations
that will provide a range of focused alternatives for students.

Contracting for schools will not solve all problems. Some contractors
may be inadequate and will have to be assisted by others or fired.
Some parents may not exercise their rights of choice aggressively and
may unwittingly help deficient schools survive. School boards will
have to overcome their tendency to "solve" a problem by enacting a
new policy (e.g., a new specification for contractors to meet) rather
than by looking into the causes and providing needed resources. But
contracting will entirely eliminate two sources of problems for to-
day's public schools. First, it will eliminate the central office bureau-
cracy that is built to control and regulate schools from the outside,
replacing it with a much simpler organization built to assist the
board in the selection and audit of contractors. Second, it will elimi-
nate the need for the school board to resolve disputes by making
rules that apply to all schools. Parents or interest groups with par-
ticular tastes in schooling can be encouraged to find a school that
suits them rather than petitioning for general policy changes.
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CONCLUSION

Many things must change before the immigrant and black students
of South Central have the same life prospects as the students of
Pacific Palisades and Woodland Hills. Schools cannot overcome all

the problems of poverty, unemployment, crime, and community
disintegration. They also need stable funding, something that only a
more responsible state government can provide. But schools can do
much more than they are doing.

The public school system must change fundamentally. Enabling
changes in state laws and state and federal funding programs are
necessary. But the greatest change must be local. School systems
must allocate money to schools fairly. School boards, superinten-
dents, and teachers' unions must all change their modes of operation
to work with contractors who operate schools. School system central
offices would change most dramatically, from regulators of a
monopoly enterprise to evaluators and managers of a set of con-
tracts.

None of these changes is likely to come about solely through the ini-
tiative of superintendents, school boards, or teachers' unionsthe
changes they face are too uncomfortable. Broader community ini-
tiative, led by the heads of neighborhood and civil rights organiza-
tions, local general purpose governments, and key businesses, is
necessary. It is obvious that regulation, exhortation, and pressure on
the existing school system cannot do the job. Only a concerted
community effort to change the way that the community governs ed-

ucation can save the public schools.

NOTES

*In any case, as Elmore has shown, parent choice ofschools would require some de-
gree of government administration. Disputes over the fairness of admissions policies
and accuracy of schools' claims would inevitably lead to legal action and mandates for
government oversight for publicly funded schools. 1191
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Chapter Six

Military Service
A Closing Door of Opportunity for Youth

James R. Hosek and Jacob Alex Klerman

Since Presidet, t Truman desegregated the U.S. armed forces, many of
the nation's poor and disadvantaged youth, especially minorities,
have looked to military service as a path to opportunity and ad-
vancement. The armed forces themselves have promoted the idea
that military service will lead to better civilian job opportunities.

As a result of the end of the Cold War, the U.S. military now plans to
reduce its active duty enlisted force by 400,000 persons between 1990
and 1997, shrinking it from 1.7 million to 1.3 million personnel.
Many people are concerned that this reduction will fall dispropor-
tionately on minorities.

The active duty military is the nation's largest employer of young
men. From the mid-1970s to the end of the 1980s, about one in every
six young men enlisted in the military.* The proportion of young
blacks enlisting has been much higher than that of whites or
Hispanics. We can capture the changes in enlistment over the last
decade and a half by comparing the number of recruits to the total
number of 18 year old males for each race/ethnic group (Figure 1).
We will refer to this ratio as the percentage of youth enlisting.

Because the active duty force is shrinking, the percentage of youth
black, white, and Hispanicenlisting has fallen since 1989, the last
Cold War year. However, enlistment trends for the three groups are
not identical.

Over the entire period, the trend in black enlistments is clearly down
both absolutely and relative to whites. In the mid-1970s more than
one in four blacks enlisted. In 1986 more than one in five blacks en-
listed. In 1991 less than one in 10 blacks enlisted. As opportunities
for enlistment in the military shrink, 10 to 15 percent of all young
black youths are now looking for a different first job. Put differently,
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in 1979 blacks were twice as likely as whites to enlist. Today they at e
less likely to enlist.

Over the entire period, the pattern for Hispanic enlistments is simi-
lar. At its peak in 1977, about 14 percent of all Hispanic young men
enlisted. In 1991 a young Hispanic man was only half as likely to en-
list (7 percent). In 1978 Hispanics were about as likely to enlist as
whites. Today they are only about three-quarters as likely.

This chapter explores the forces underlying these changes, specu-
lates about their possible future paths, and discusses the likely effects
of lower enlistment on minority youth. We conclude that the dra-
matic decrease in the percentage of young black men entering the
military derives from the intersection of several forces. The military
is shrinking and fewer young men are needed. In addition, the mili-
tary has become more selective about whom it accepts. Since blacks
and Hispanics have lower average scores on the military's "quality"
standards, more selective recruiting means fewer biacks and His-
panics are eligible to enlist. Taken together, these factors lead to
fewer minorities in the military.t This effect may seem somewhat
mitigated because a high percentage of eligible minorities actually

1 6 3



Military Service: A Closing Door of Opportunity for Youth 155

join the military, in part because the military appears to be a rela-
tively more attractive opportunity for minorities, especially blacks,
than whites. But particularly for eligible blacks, the enlistment per-
centage has fallen rapidly in recent years.

This chapter proceeds as follows. We begin by considering the size of
the military and its implications for the number of new enlistments.
We then discuss what types of people the military wants and its suc-
cess in getting them. The third section examines the implications of
these recruiting policies for minorities, The paper concludes with a
discussion of the implications of these changes for young minority
men.

HOW MANY RECRUITS?

Two key factors determine the number of recruits required: the size
of the force that needs to be staffed and the rate of personnel
turnover. With growing U.S. involvement in the Vietnam War (1965-
1968), the armed forces grew by nearly a million men (Figure 2). As
U.S. involvement wound down, culminating with the end of the draft
and the birth of the all volunteer force (AVF) in 1973, the male en-
listed force dropped below the pre-Vietnam level. The force contin-
ued to shrink through the early years of the AVF so that the 1980 force
level of 1.7 million males was about half a million below the pre-
Vietnam level. Much of the decline in the male enlisted force after
1973 was offset by a growing number of women in the military,
leaving the size of the total active duty enlisted force fairly constant.
From 1980 to 1989 the male enlisted force changed little.* Since 1989,
in response to the geopolitical changes in the former Soviet Union
and Eastern Europe, the military has begun to reduce its enlisted
force by a planned 25 percent.

As the size of the force declined, so too did the rate of turnover
(Figure 3). Turnover has declined almost continuously for 25 years;
reasons for the decline include the end of the Vietnam War; the shift
to an AVF; and timely improvements in military pay, benefits, and
bonuses.§ The combination of a smaller military and lower turn-
over has considerably reduced the number of recruits, whether

16(`',



156 Urban America

3.50 0.35

3.00 0.30

2.50 0.25
2.00

1.50 cc

0.20

0.15

1.00 0.10

0.50 0.05

0.00 I I I I I 0.00
60 65 70 75 80 85

Year

90 60 65 70 75 80 85

Year

Figure 2Male Enlisted Force Figure 3Ratio of Accessions to
Enlisted Force

90

measured from the Vietnam peak or even from the beginning of the
AVF (Figure 4).

The military recruits from a youth pool that has varied considerably
in size over the last three decades (Figure 5). Until 1980, as the baby
boomers of the 1950s matured, there were more 18-year-old males in
each year than in the previous year. By 1980 the military drew from a
pool of young people nearly twice as large as it had been in 1960 (2.2
million 18-year-old men in 1980 vs. 1.2 million in 1960). The suc-
ceeding baby bust led to a 20 percent decline in 18-year-old males
from 1980 to 1992 (for an early discussion of the role of cohort size,
see [1]; for a postCold War perspective on these cohort size issues,
see 121). However, the size of the pool of 18 year olds has reached its
trough and will rise slowly through the end of the decade.

The stable (and soon growing) youth population, coupled with the
rapidly shrinking force size and reduced turnover, accounts for the
sharp drop in the percentage of youth enlisting for each race/ethnic
group over the period from 1989-1992 (shown in Figure 1).

WHO JOINS THE MILITARY?

Military recruiting commanders are fond of pointing out that the AVF
is in reality an "all recruited force." Although under the AVF concept

165
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only volunteers enlist, the services will not accept everyone who vol-
unteers. Rather, each year the services develop their goals for the
quantity and quality of new service members and then actively re-
cruit to meet those goals. The quantity goals depend on the autho-
rized size of the active duty force and the level of retention. Within
these quantity goals, the services strive to attract the highest-quality
recruits possible, given recruiting budgets (advertising, bonuses, re-
cruiting staff). To determine quality, the military uses two measures:
high school graduation status and scores on the Armed Forces
Qualification Test (AFQT). Studies show that these measures are
good predictors of whether a recruit is likely to complete military
training, to complete the first term of service, and to be more profi-
cient in operating and maintaining weapons and performing other
military tasks. [3,4,5,61

The military's success in attracting high-quality youth depends on its
ability to offer competitive compensation compared with other avail-
able options, such as civilian jobs or college. The military package
includes pay, benefits, bonuses, training opportunities, and postser-
vice educational benefits. Prospective recruits compare this package
against civilian lDr market conditions (unemployment, wages,
availability of on-the-job training) and academic opportunities
(availability, acceptance, financial aid, ability to self-finance). When
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the military package is relatively more attractive, the military attracts
more high-quality recruits; when it is less attractive, it must make do
with lower-quality recruits (for more complete discussion of the
compensation package and its effect on this history of the AVF, see
[71).

There is a striking correlation between the relative attractiveness of
military versus civilian opportunities and the quality of recruits (for
expanded documentation of this point, see [8]). Figures 6 and 7 dis-
play two measures of relative attractiveness: the ratio of military to
civilian pay and civilian employment opportunities, measured by the
unemployment rate.

Figure 6 depicts military pay relative to the average weekly wage of
white male high school graduates aged 17 to 22 for the period 1976 to
1991, with 1982 = 100. Military pay fell compared to civilian pay in
the late 1970s, worsening (indeed perhaps creating) a recruiting crisis
in those years. Turnover and accessions both rose from 1978 to 1980.
Recruit targets proved hard to reach, recruit quality fell, and the real-
ization that the pool of 18 year olds would decline added to pes-
simism about the viability of the all volunteer concept. Steps taken
during 1980-1982 counteracted the AVF's deterioration. Catch-up
pay raises took effect at the beginning of fiscal years 1981 and 1982,
restoring the ratio of military to civilian pay to approximately its
original (1973) AVF level. At the same time, military budgets for re-
cruiting (bonuses, advertising, staff) were increased, and the military
improved the effectiveness of its recruitin15 efforts. From 1982 to
date, the pay ratio for young high school graduates has held at or
above its 1982 level.

Figure 7 shows what was happening to the employment rate during
this period. In the late 1970s, when military pay looked relatively less
attractive than civilian wages, youth unemployment was low, making
recruiting difficult. However, as the 1980s began, the unemployment
rate for 20 to 24 year olds rose, peaking in 1982. This trend aided
recruiting, which was also stimulated by the 1981-1982 military pay
increases. Unemployment then dipped again and remained low
until the end of the decade. During the current recession, un-
employment has remained high for over two years, again making
recruiting easier.

1 '7
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Figures 8 and 9 show the recruiting quality problems of the late 1970s
and the increasing quality of recruits since that time. They plot the
percentages of recruits by schooling level and by AFQT category, re-
spectively. AFQT scores are reported on a percentile basis (1-99) and
are grouped into six categories: CAT I (93-99), CAT II (65-92), CAT
IIIA (50-64), CAT IIIB (31-49), CAT IV (10-30), and CAT V (1-9).
Those in CAT V are by statute ineligible to enlist. CAT I-CAT IIIA
constitute the top half of all scores nationwide, and it is from this
pool of youth that the military prefers to draw its recruits.

In the late 1970s the share of recruits who were high school dropouts
or who scored in the lowest acceptable AFQT category (CAT IV)
increased by over 15 percentage points. In 1980 a quarter of the
recruits were dropouts and over a third were CAT IVs (Figure 8). With
the two pay raises taking effect in 1981 and 1982, recruit quality In-
creased rapidly. The percentage of recruits who were high school
graduates rose from 66 percent in 1980 to 92 percent in 1984 and is
now well over 95 percent. The percentage of recruits who are CAT I-
CAT IIIA has climbed steadily, from below 40 percent in 1980, and is
now about 75 percent, its highest level since the inception of the AVF
(Figure 9).
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MINORITY RECRUITMENT

The number of minorities in the military service is affected by the in-
teraction of two often opposing considerations. On the one hand, in
the civilian labor market minorities have considerably worse eco-
nomic opportunities and outcomes than whites. Other things being
equal, this makes the military more attractive to minorities than to
whites. On the other hand, the military prefers recruits who are high
school graduates and who score in the top half of the AFQT (i.e., CAT
I-CAT II1A); relatively fewer minorities meet these criteria. In addi-
tion, other factors, such as youth preferences in different ethnic/race
groups, the proximity of recruiting stations, and recruiting incen-
tives, may also influence minority recruiting.

Figures 10 and 11 show the difference in civilian job opportunities
among whites, blacks, and Hispanics. They compare weekly eam-
ings and unemployment rates by race/ethnic group over the past 15
years. Figure 10 shows that, relative to white wages, Hispanic and
especially black weekly wages trended down in the first half of the
1980s and then regained ground. Clearly, in the mid-1980s many
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minorities would have perceived the military as an excellent eco-
nomic opportunity. In 1986, the point of maximum wage disparity,
white weekly wages averaged $227 compared with $177 for blacks
and $205 for Hispanics. By 1990 the gap had narrowed considerably:
$255 for whites, $245 for Hispanics, and $240 for blacks.

Unemployment rates (Figure 11) for 20 to 24 year olds are twice as
high for blacks as for either whites or Hispanics, whose rates are
similar. Thus, on the unemployment dimension, blacks would also
have a stronger motivation to enlist.

Because the military pay schedule is by law the same for all enlisted
personnel, these comparisons imply that, relative to whites, blacks
and Hispanics should find the military a more attractive environ-
ment. This is consistent with the fact that a higher percentage of
black youth enlist (Figure 1) but is inconsistent with the lower per-
centage of Hispanics enlisting. The reasons for a lower enlistment
ratio among Hispanics are not well understood. Among the plausible
explanations are lower high school graduation rates; lower pref-
erence for military service; fewer returning Hispanic enlistees or
recent recruits who are effective in attracting new recruits; poor
English; and, finally, perhaps fewer resources and less effort devoted
to recruiting Hispanics.

170
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Although economic opportunity gives minorities an incentive to en-
list in the military, the military's preference for upper AFQT high
school graduates tends to exclude a relatively high proportion of mi-
norities. In the youth population today, about 85 percent of 19- to
20-year-old whites have completed 12 or more years of schooling
compared with 75 percent of blacks and about 60 percent of
Hispanics (Figure 12). The white percentage has been stable. for 15
years, the Hispanic percentage has remained at roughly the same
average but has fluctuated more, probably because of immigration
and second language-related effects. In sharp contrast, black high
school graduation rates have climbed steadily from 66 percent in
1974 to 75 percent in 1989 (the most recent year for which data are
available).

Simultaneously, the percentage of recruits with 12 or more years of
school has risen markedly. Unlike civilian patterns and trends,
where high school graduation rates differed by race/ethnicity, be-
tween 1976 and 1992 the trend in the percentage of recruits who were
high school graduates was similar for whites, blacks, and Hispanics,
rising from below 70 percent in the mid-1970s to around 90 percent
by the mid-1980s, and to 95 percent and over in 1991-1992 (Figure 9).
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This places the percentage of recruits who are high school graduates
10 points above that of white youth as a whole, 20 points greater than
black youth today, and 35 points greater than Hispanic youth.
Moreover, since today 19 out of 20 enlistments are high school
graduates, the 25 percent of all blacks and 35 percent of all Hispanics
who drop out of high school have quite low chances of enlisting.

The upward trend in recruit AFQT scores, while a success story in
raising the quality of service personnel (Figure 9), has disproportion-
ately affected minorities. Scores on the AFQT in the 1980 youth
population reveal large differences by race/ethnicity (for more in-
formation see [91, Table C-1). The military prefers to recruit those
scoring in the upper half of the distribution (CAT I--CAT II1A) for the
population overall. Figure 13 shows that 62 percent of the whites
satisfied this preference, but only 17 percent of blacks and 28 percent
of Hispanics did. AFQT CAT Vs, the lowest 9 percent of the distribu-
tion, are ineligible to serve. Five percent ofwhites but more than 23
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Figure 13Distribution of AFQT Scores Among Men Aged 18 to 23 in 1980
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percent of Hispanics and 35 percent of blacks were excluded by this
rule.

Since 1980, when the national test was administered, high school
completion rates of blacks have improved by perhaps 5 percentage
points, which probably raised the percentage of CAT ICAT IIIA
blacks. Still, it seems unlikely that the percentage would be above,
say, 25-30 percent today. The lack of change in Hispanic high school
completion rates and the influx of new immigrants have probably
worked to keep the percentage of Hispanics who would score CAT I
CAT IIIA in the 25-30 percent range.

The military has been particularly successful in increasing minority
recruits from CAT ICAT IIIA and in reducing the number from CAT
IV. In 1992,81 percent of white recruits were CAT ICAT IIIA, 56 per-
cent of black recruits, and 66 percent of Hispanic recruits. Again, the
respective civilian population percentages were 62 percent for whites
and 25-30 percent for blacks and Hispanics.

Since blacks and Hispanics have lower average scores according to
the military's quality criteria, it follows that raising the quality screen
can lower the share of minorities unless strong recruiting steps are
taken to prevent this. Figure 14 shows the racial distribution of re-
cruits through time. When recruit quality fell in the late 1970s, the
percentage of blacks rose. Now during the drawdown and recession,
when recruit quality has risen, the percentage of blacks has fallen.

MILITARY AS OUTLET FOR TALENTED MINORITIES

The armed services are clearly attracting well-educated, talented re-
cruits from each race/ethnic group. In order to show the importance
of the military as an outlet, or pathway, for such talented minorities,
we next present information on the proportion of recruitable males
who enter the services (Table 1).

Compared with whites, the percentage of blacks or Hispanics that
can expect to complete 12 or more years of school and score well on
the AFQT is low. Sixty-nine percent of white males aged 19 to 22 in
1980 had completed high school and scored CAT ICAT IIIA (85 per-
cent when we include IIIB) compared with 21 percent of blacks (38
percent including IIIB) and 40 percent of Hispanics (60 percent). We



35

30

Military Service: A Closing Door of Opportunity for Youth 165

......
25

Total rninority .,.'.,- ..........
Black

rci) 20

Li) 15

10

........

Hispanic

I l
07'6

78 80 82 84 86 88 90 92

Year

Figure 14Black and Hispanic Recruits as a Percentage of
Total Minority Recruits

Table 1

Percent of 18-Year-Old Males Who Are High School Graduates and
CAT I-111A or CAT I-IIIB; and Percent of Those Enlisting in 1989 and 1992

HSG and CAT
1-11IA Enlisting

HSG and CAT
I-IIIB Enlisting

(5/ (%) (%) (%)

1989 1992 1989 1992

White 69 13 9 85 13 9

Black 26 25 16 43 32 17

11 an ic _
40_ 9 9 60 11 9

use the white and Hispanic percentages outright, but we have chosen
to increase the black percentage to 26 percent (43 percent for 1-IIIB)
in view of the increase in the high school completion rate among
blacks over the past 10 years.°

Although the number of blacks who met the military quality criteria
was relatively low, the percentage of those in that group who joined

17,A.
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was high in 1989. In that year, 25 percent of eligible blacks in CAT I-
CAT IIIA and 32 percent in CAT I-CAT IIIB chose the military over the
alternatives of the civilian labor market or postsecondary education.
Thus the military represented a major career pathway for academi-
cally accomplished blacks. The percentage of white and Hispanic
youth enlisting was also substantial, ranging from 9 percent to 13
percent of the relevant population (for similar calculations during the
recruiting crisis in the late 1970s, see [10]).

But with the shrinking force, the percentage of these high-quality
male youth entering the military has declined markedly. Among high
school graduates scoring in the top half of the AFQT distribution, the
share of blacks entering the military has dropped from 25 percent in
1989 to 16 percent in 1992. When we extend this comparison to in-
clude black high school graduates in the top 70 percent of the AFQT
distribution, the decline is steeper-32 percent to 17 percent. This
implies that recruiting opportunities declined even more rapidly
among the group added to the comparison, CAT IIIB high school
graduate blacks. Although whites and Hispanics experienced similar
relative changes, their absolute percentage changes are smaller since
their propensities to join the military have historically been lower.

CONCLUSION

The number of young men entering the military has fallen from
240,000 in 1989 to a projected 138,000 in 1992, a drop of 100,000.
Because the military prefers to cut new accessions rather than cur-
rent personnel, this reduction, driven by military downsizing, prob-
ably represents most of the reduction in demand for recruits that will
occur. Moreover, the cut in recruiting comes on top of a decade-long
trend toward higher quality that has been felt by all race/ethnic
groups. Given the nearly constant force size of the 1980s and its in-
creasing retention rates, the increase in the number of high-quality
recruits was accompanied by an even larger decrease in the number
of non-high-quality recruits. Thus, the 1980s can be seen as a time of
downsizing the number of low-quality recruits. The number of non-
CAT I-CAT IIIA high school graduate recruits fell from 222,000 in
1980 to 99,000 in 1989 and to a projected 35,000 in 1992. By contrast,
the current reductions in effect cut back on higher-quality recruits.
Although the number of CAT I-CAT 111A high school graduate re-
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cruits rose from 98,000 to 141,000 between 1980 and 1989, our pro-
jection for 1992 is 104,000.

Moreover, the recent rise in the average quality of military recruits
(e.g., CAT IV recruits have all but been eliminated and the percentage
of CAT I-CAT IIIA high school graduate recruits, which grew from 31
percent in 1980 to 59 percent in 1989, spurted to 75 percent in 1992)
has lowered the percentage of minority recruits, notably black re-
cruits. The number of black recruits relative to black youth popula-
tion has fallen faster than for whites or Hispanics. In the late 1970s
and again in 1986 over 20 percent of all young black males entered
the military; the 1991 figure was under 10 percent. Thus, over 10 per-
cent of all black males must find a different first job. The decline for
blacks is even more striking when we focus our attention on the high-
scoring high school graduates whom the military prefers. In 1989
one in three CAT I-CAT IIIB high school graduate blacks enlisted; in
1992 one in six did.

Fifty years ago, Gunnar Myrdal commented on the role of the mili-
tary in the lives of minorities:

In terms of economic value they offer some of the best opportuni-
ties open to many young Negro men. Food and clothing are excel-
lent; the pay is higher than that in many occupations available to
Negroes. And those conditions of employment are equal for
Negroes and whites. A great number of poor Negroes must have
raised their level of living considerably by entering the armed
forces. [III

Given the relatively low earnings and high unemployment rates of
blacks and Hispanics, it is plausible that life in the military is better
than civilian life for enlistees; they choose it voluntarily. With the
lower recruiting goals, this choice is available to many fewer young
minority men. Furthermore, the magnitude of the decrease in en-
listmentsand thus the increased number of young minority men in
the labor marketis large enough to depress civilian wages and to
raise civilian unemployment.

From a community perspective, one could argue that over the past 10
years the military has creamed the most academically accomplished
young minority men, at least temporarily removing them from their
communities. Lower accessions will raise the number of such men
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staying in their communities. The effects of such changes on the
young men and their communities deserve further attention.

For men who would have served in the military, the long-term effects
on their careers are unclear. Most enlistees, white or minority, do
not choose the military as a lifelong career. They serve for several
years and then return to civilian life. Those men who would have
served in a larger military will not benefit from the opportunities af-
forded by the Montgomery GI Bill and the educational incentives of-
fered to enlistees. However, we do not know how valuable these op-
portunities are relative to those offered to nonveterans or whether
their value differs by race/ethnic group. Existing evidence is incon-
clusive. Far from all eligible veterans use the educational benefits to
which they are entitled, and we do not know how veterans' educa-
tional attainment compares with similarly situated nonveterans.
[12,13) The patterns of educational benefit usage and educational at-
tainment could differ by race/ethnicity. We also do not know
whether displaced high-quality recruits will be able to find academic
financial aid as generous as military benefits. If not, their ability to go
to college will be lower. On the other hand, many may want to attend
college, both because of a lack of jobs in the recessionary economy
and in order to seek education or skills they otherwise would have
acquired in the military.

The evidence on gains in civilian earnings resulting from short ser-
vice in the military is also inconclusive. Generally speaking, greater
training should lead to higher cgrnings. PostCold War youth who
do not serve will miss the benefits of in-service occupational training.
It is uncertain whether these displaced recruits will obtain compara-
ble training in civilian jobs. The military has claimed in its advertis-
ing that this training is transferrable to civilian employment. The
evidence for this claim is weak.

With respect to earnings per se, one study finds that Vietnam War
era veterans have lower earnings than comparable nonveterans,
while another study indicates that the evidence for AVF veterans is
mixed. [14,15)

We still have much to learn about how a smaller military will affect
American youth in general and minority youth in particular. That
knowledge could help us understand whether specific policy re-
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sponses are needed to compensate for reduced military service op-
portunities.

NOTES

We would like to thank our reviewers, Beth Asch and Bruce Orvis, and editors, Jim
Steinberg and Mary Vaiana. Nora Wolverton and Natasha Kostan helped prepare the
manuscript, and Sally Carson, Carol Edwards, and Marian Oshiro provided
computational assistance. Christine Peterson supplied information on weekly wages.
This chapter is the responsibility of the authors alone and does not represent the
positions of RAND or RAND research sponsors.

We use data from the RAND Census/CPS Data Archive, which was built using primary
funding from Grant No. P-50-HD-12639 from the National Instizute for Child Health
and Human Development to RAND's Population Research Center. We also wish to
thank the Defense Manpower Data Center for their cooperation in generating files fur
this chapter. The work reported in this paper was not done as part of RAND's Defense
Manpower Research Center.
Data from the Defense Manpower Data Center form the basis of Figures 1, 8, 9, and 14.

Figure 6 presents the ratio of military to civilian pay computed for white male high
school graduates (12 years of schooling), aged 17 to 22, working full time (35 hours of
work or more per week) and full year (35 weeks of work or more per year). Military pay
is based on Basic Pay, which is a large fraction of the pay (around 70 percent) received
by any first termer. The other main components of first-term pay are Basic Allowance
for Qt .rters and Basic Allowance for Subsistence. Over the past 15 years, these
components have been adjusted at about the same rate as Basic Pay, so the movement
in Basic Pay is a good indicator of the overall movement in military pay. Civilian pay is
base,d on the annual average weekly wage (three-year moving average). The figure
depicts the trend in military/civilian pay from 1976-1991 (1982 = 100).

In Figure 10 we compute nominal (undeflated) average weekly wages for young men
aged 17 to 22 with high school education (12 years of schooling), working full time, full
year We take a three-year moving average of these wages.

In lable 1 we measure youth population by the number of 18-year-old males in 1990,
based on 1990 Current Population Survey (CPS) data; data on school completion and
AFQT come from the 1981 NLS-Y; recruit data come from the DMDC. The CPS youth
population counts are 1,331,400 whites; 271,780 blacks; 177,180 Hispanics. Recruit
data cover two-thirds of fiscal year 1992, and our projections for that year are based on
three-halves of those counts. We make no adjustment for health conditions or
criminal records that might disqualify a portion of the population for military service.
If such adjustments were made, the ratio of recruits to the eligible youth population
would be higher than reported.
For an earlier discussion of the role of minorities in the military and the military in the
lives of minority youth, see 1161 and 1171. These discussions were written shortly after
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the recruiting crisis of the late 1970s. That timing explains the difference in
perspective from this chapter.

*These figures cover accessions into active duty service and include both nonprior
service recruits and prior service recruits. Typically, over 90 percent are nonprior
service.

tThis statement implicitly holds other things constant. Increases in recruiting effort
and resources or a decline in minority employment opportunities could mitigate the
decline in black and Hispanic recruiting.

The only notable deviation was an increase of 50,000 in 1986 and its elimination in
1987-1988.

5Part of this effect is due to the fact that increases in military pay allowed the military
to recruit more high school graduates. High school graduates are more likely to
complete their first term of service than are nongraduates.

#This is consistent with the finding in 191 that scores rise with education. This
relationship may not be causal. If so, then we underestimate the enlistment ratios in
Table 1. Also, we note that the percentages in Table 1 for whites and Hispanics are
higher than those in Figure 13 and its discussion. The differences stem from the fact
that Table 1 is based on ages 19 to 22, whereas Figure 13 refers to ages 18 to 23.

"For instance, there were 98,000 I-111A high school graduates in 1980 out of a total of
320,000 active duty recruits (31 percent). By 1989 the number of I-IIIA high school
graduates had increased to 141,000, and the total number of recruits had dropped to
240,000. Thus, 59 percent of the recruits were high quality. Since 1989 both numbers
have dropped. Our projections for 1992 indicate 104,000 I-IIIA high school graduates
recruits out of a total of 138,000 recruits. This implies that 75 percent are high quality.
Putting the numbers in the context of non-high-quality recruits, in 1980 there were
222,000 non-I-Ill A high school graduate recruits versus 35,000 in 1992.
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Chapter Seven

Crime and Punishment in California
Full Cells, Empty Pockets, and Questionable Benefits

Joan Petersilia

The recent civil disturbances in Los Angeles have again focused the
public's attention on crime and justice in California. Television news
depicted stores ravaged by looters, gangs were said to be spreading
the violence, and frightened citizens were afraid to leave their homes.
Many believed that the police were unable to control crime in these
neighborhoods. Data reported in the aftermath showed that those
arrested were mostly young repeat criminals, 40 percent of whom
were on probation or parole at the time of their arrest. [1] For resi-

dents and outsiders alike, Los Angeles seemed a place where crime
was out of control, the justice system ineffective, and criminals able

to take advantage of "revolving-door" justice.

Wide publicity surrounding criminal activity almost always fuels de-
mands that the justice system "get tough with criminals," and the
civil disturbances in Los Angeles have been no exception. Mayor
Bradley called for hiring more police officers and building more jails.
Los Angeles District Attorney Ira Reiner announced a hard-line pol-
icy, saying he would seek minimum one-year jail terms for anyone
convicted of a disturbance-related crime. United States Attorney
General William P. Barr, addressing the California District Attorneys'
Association following the April events, emphasized greater impris-
onment as the best means for reducing future crime. He stated:
"The choice is cleat: more prison space or more crime."

Tough-on-crime edicts are not new and have dominated national
crime policy since the late 1970s. At that time, the nation shifted its
focus away from addressing the "root causes" of crime and the reha-
bilitation of criminals toward making crime penalties more swift,
certain, and severe. Proponents cited three basic arguments for their
"get tough" approach. Some argued that if crime did not pay, if
harsher penalties outweighed the gains from crime, then fewer
crimes would be committed. Others suggested that if prisons could
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not rehabilitate offenders, at least they could prevent them from
preying on society by putting them behind bars (i.e., by incapacitat-
ing them). Finally, some contended that even if tough sentences did
not affect crime rates, they reflected a clear social condemnation of
the criminal's behavior.

California, once a leader in developing rehabilitation programs,
quickly embraced the new crime-control model. The state passed
the Determinate Sentence Law in 1977, which, among other things,
embraced punislunent (and, explicitly, not rehabilitation) as the
purpose of prison, required mandatory prison sentences for many
offenses formerly eligible for probation, and dramatically increased
the rate at which probation and parole violators were returned to
prison. As a result, California corrections populations skyrocketed:

The prison population grew from 22,500 prisoners in 1980 to over
106,000 by 1992an increase of nearly 300 percent, the largest
such increase experienced by any state in the nation.

The probation population more than doubled, from 151,000 per-
sons under supervision at the start of 1980 to 310,000 today.

The number of people in county jails tripled from 25,000 in 1980
to 76,000 today.

The adult parole population increased from 10,450 in 1980 to
more than 70,000 in 1992.

The upshot is that by 1992, about 562,000 adultsor 2.2 percent of all
Californians 18 years of age or olderare either in jail or prison, or on
probation or parole.

All of this has come at tremendous cost to the California taxpayer. In
just the last five years, state spending for criminal justice grew by
more than 70 percentalmost four times greater than total state
spending. This increase was higher than that for any other state-
funded service (spending for education grew by about 10 percent
over the same time period). An increasing share of the state's general
fund budget is now allocated to operating the state's prison system,
from about 2 percent in fiscal year 1981-1982 to over 6 percent in fis-
cal year 1991-1992. If current trends continue, state corrections ex-
penditures are predicted to require an amount equivalent to 10 per-
cent of the general fund budget by the year 2000. And county justice
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revenues, which fund local police, jails, and probation, have in-
creased significantly as wellgrowing at 14 percent per year while
the county revenues to pay for them have been growing at 11 percent
per year. [21

As legislators and Governor Pete Wilson struggle with declining state
revenues and increased demand for state-funded services, justice ex-
penditureslong sacrosanct in the budget processare being
closely scrutinized. Policymakers are having to ask some very diffi-
cult and sometimes painful questions:

Has the vast investment in criminal justice done any good?

In particular, has it made local communities any safer?

How do the costs and benefits associated with criminal justice
compare with those of other social services, such as health care
and education?

This chapter addresses these questions by reviewing California crime
and victimization data, imprisonment rates, and criminal justice ex-
penditures over the past two decades. The data suggest that the
massive investment in crime controland the doubling and redou-
bling of the prison population in recent yearsmay have had little
effect on California's crime rate, particularly violent crime. Spending
even more is unlikely to reduce crime significantly: while there may
be moral justifications for locking up offenders, imprisonment ap-
pears to have little impact on the amount of ( rime experienced in lo-
cal communities. This chapter begins by describing the impact and
reasons for California's current crime policy, 'hen it discusses why
expanded imprisonment has not reduced crime, why it is unlikely to
do so in the future, and what policy options hold promise for
addressing the crime rate more directly.

As shown in Figure 1, California prisons now house over 106,000
adults, an all-time high. During the past two decades, the prison
population increased at an average annual rate of about 10 percent,
or about 6,000 persons per year. i3J California currently ranks first in
'..he U.S. prison population, with 34,000 more prisoners than New
York, the second largest prison system in the nation. Unless the
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jections are from California Department of Finance, Interim Population Projections for
California, State and Counties, 1900-2005, Report 91-P-1, 1991.

Figure 1California Prison Population, 1973-1992 (projections to 1991)

growth rate abates, the California Department of Corrections (CDC)
projects that, by 1997, the number of adults in prison will reach
140,000.

V'hile California has the largest overall prison population, it does not
have the highest incarceration rate (as shown in Table 1). Florida
imprisons 335 per 100,000 resident population, as compared with
California's 311.

While the overall numbers have grown, the characteristics of
Californians incarcerated has not changed much since 1985. The
majority of prisoners are still male (94 percent in 1990; 92 percent in
1985) and minority (35 percent black and 30 percent Hispanic in
1990; 31 percent black and 29 percent Hispanic in 1985). The average
inmate age in both 1985 and 1990 was 30 years old. Ii terms of
commitment offenses, 41 percent are violent offenders (vs. 42 per-
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Table 1

Prison Populations in the Seven Most Populous U.S. States, 1990

Total No. of
Prisoners

Incarceration
Ratea

1980-1990
Change in Prison

Population (%)

California 97,309 311 245

New York 54,894 304 125

Pennsylvania 22,290 183 140

Illinois 27,516 234 110

Ohio 31,855 289 110

Florida 44,387 336 90

Texas 50,042 290 40

U.S. total 771,243 293 120

aThe number of prisoners with sentences of more than one year per 100,000 resident
population.
SOURCE: Bureau of Justice Statistics, U.S. Department of Justice, Prisons and
Prisoners in the United States, Washington, D.C., 1992.

cent in 1985), 27 percent are property offenders (vs. 39 percent in
1985), 26 percent are drug offenders (vs. 11 percent in 1985), and 6
percent are "other" (8 percent in 1985). The average length of time
California prisoners spend incarcerated (including local jail time)
across all offense types is 1.7 years. There have been two principal
changes since 1985: drug offenders are now a much larger propor-
tion of the total inmate population (up from 11 percent in 1985) and
the average length of term has decreased slightly (down from two
years in 1985).

The sudden rise in prison populations caught most states unpre-
pared. They had to either build new facilities or face expensive law-

suits regarding crowded prison conditions. California, to a greater
extent than any other state, attempted to build its way out of the
crowding crisis and undertook the largest prison construction pro-
gram in the history of the country. California's prison system grew
from 12 facilities in 1982 to 25 in 1992. In addition to constructing 13
new prisons, California greatly expanded seven existing facilities, and
six more prisons are now in either the construction or planning stage.
The price tag for the co lstruction program is $3.8 billion so far, and
corrections officials envision the building of another six prisons,
which have not yet been fully funded, by the end of the decade. 141
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The CDC reports that the cost of operating the prisons once they are
built amounts to about $20,000 per inmate per year.

As shown in Figure 2, criminal justice expenditures have increased
rapidly, even after adjusting for inflation. From 1981 to 1991,
California nearly doubled spending on criminal justice agencies to
about $11 billion annually. [3]

Just. e expenditures also increased more rapidly than general gov-
ernment spending and relative to other social areas, for example,
education (Figure 3).

WHAT ACCOL NTS FOR THE GROWTH OF CRIMINAL
JUSTICE SPENDING AND PRISON POPULATIONS?

One would expect an increase in the number of sentenced prisoners
as the state population goes upthe more residents, the more crime,
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SOURCE: California Department of Justice, Bureau of Criminal Statistics and Special
Services, Crime and Delinquency in California, 1990, Sacramento, 1991.

Figure 2California Criminal Justice Expenditures Indexed to Fiscal Year
1973-1974 Dollars (data shown in billions of dollars)
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Figure 3California State and Local Spending for Various Functions
(1978 = 100)

arrests, convictions, and prison sentences. But the number of pris-
oners has increased much faster than California's resident popula-
tion. The rate of prison incarceration rose from a low of 107 per
100,000 California residents in 1973 to a steeply increased 311 per
100,000 in 1990.

The higher per capita imprisonment rate could be due to a shifting
age distribution. People in their late teens and early 20s are more
likely than older or younger people to be charged with crimes and
sentenced to prison. But there has been almost no increase in the
percentage of California residents in these age groups. Therefore age
distribution does not explain the prison population increase.

Our confidence in the effects of increased incarceration might be
bolstered by a steady decrease in crime rates. But as shown in Figure
4, the overall crime rate in California has remained relatively con-
stant since the early 1980s. [5] Figure 4 shows the California crime
index (CCI), which measures crime rate trends for violent (i.e.,
homicide, rape, assault, robbery) and property crimes (i.e., larceny,
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Figure 4--California Crime Index
(rate per 100,0(70 population indexed to 1973)

auto theft, burglary) from 1973 through 1991. The CCI is the official
state system maintained by the California Bureau of Criminal
Statistics (BCS). BCS (like its counterpart FBI) provides data on crime
as reported by police agencies. From 1973 through 1980, the overall
crime rate increased gradually, reaching its peak in 1980; then it de-
clined gradually between 1980 and 1985. From 1986 to 1991, the
overall CCI per capita crime rate has remained relatively stable, in-
creasing 3.7 percent. Figure 4 also marks the four major legal
changes that are presumed to have affected the processing of re-
ported crimes and arrests in California during this time period.*

Reported property crime was actually lower in 1991 than it was in
1973. Property crimes reached their peak in 1980, declined until 1983
and have since remained stable. Data just released by the BCS report
that, from 1986 to 1991, the property crime rate actually decreased
1.4 percent.
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In contrast, violent crime took a dramatic upward turn between 1985
and 1986, leveling off in 1988. However, BCS indicates that this one-
year shift was entirely attributable to the 1986 Domestic Violence
Law, which reclassified domestic violence as aggravated assault, a
felony punishable by prison (see Figure 5). If aggravated assaults are
removed from the violent crime category, violent crime remained
virtually constant from 1983 to 1988. Beginning in 1988, however,
two types of violent crimerobbery and homicidebegan to in-
crease. The rate of reported rapes in California has declined steadily
since 1980the only violent crime with a reported decrease.
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SOURCE: California Bureau of Criminal Statistics.

Figure 5California Crime Index, by Type of Crime
(rate per 100,000 population indexed to 1973)

In sum, the CCI figures reveal a mixture of results suggesting that
overall crime rates in California have remained relatively stable since
reaching a high point in 1980, that property crime has actually de-
clined, but that violent crime (with the exception of rape) shows re-
cent increases. California crime trends closely match national ones,
with the exception of rape and auto theft. [6] California's rape rate
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has declined faster than the national average, and its auto theft rate
has risen faster. 1711" But we do not see the decline in the state's crime
rates we would have hoped for by vastly increasing incarceration
rates.

However, since official crime measures like the CCI only measure
seven specific crimes "known to the police," they may not reflect a
real rise in crime that would be felt by the public, triggering a de-
mand for new policies. Trends in official crime statistics may reflect
more about changes in reporting and recording practices than the
actual level of crime experienced in the community. Studies show
that only about 40 percent of all crime victimizations are reported to
the police.

The National Crime Victimization Survey (NCVS), administered by
the Bureau of the Census, is designed to measure more accurately
the amount of crime, unbiased by whether the victim reported it to
the police or not. The NCVS interviews a representative national
cross section of persons 12 years of age and older.

The NCVS indicates thpt the level of violent crime experienced by
individuals and households has not increased since the early 1970s
(Figure 6). (81 In fact, the NCVS shows an even greater decline in
overall crime than suggested by official statistics and does not show
violent crime increasing. According to NCVS data, between 1973 and
1990 the national rate of violent crimeassault and rapedeclined
slightly, and in 1990 it was slightly lower than it had been in 1973.
Household crimes (e.g., burglary) and personal theft (e.g., robbery)
also declined. During this period, only one rate of criminal victim-
izationauto theftdid not decline. Although the NCVS does not
provide California-specific data, when coupled with official police
statistics, it tends to confirm that crime has not surged.

This suggests that rising criminal justice expenditures and growing
prison populations are attributable to a deliberate change in policy
rather than a consequence of demographic and social change or ris-
ing crime rates. One element of this changed policy is the Reagan
and Bush administrations' "War on Drugs," a major focus of which
was identifying and incarcerating drug sellers. Table 2 shows the
growth in arrests, convictions, and incarcerations for felony drug
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ization in the United States, 1990. Washington, D.C., October 1991.

Figure 6U.S. Crime Victimization Rates, 1973-1990

Table 2

Disposition of California Felony Drug Arrests 1980,1985,1990

1980 1985 1990

Felony arrests dispwA d of 40,451 63,766 84,538

Number convicted 18,800 30,100 53,200

(% of arrests) (45) (48) (63)

Number to jail 9,700 22,500 33,800

(% of convicted) (52) (75) (64)

Number to state prisons 921 3,366 10,494

(% of convicted) (5) (11) (20)

SOURCE: California Bureau of Criminal Statistics, unpublished tabulations.

crimes in California since 1980. The annual number of felony drug
arrests disposed of doubled from 1980 to 1990. Moreover, a greater
number of those arrested were convicted, and more of those con-
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victed went to prison. Over the entire decade the total number of
persons sent to prison annually for drug offenses rose from less than
1,000 to over 10,000.

But arrests and imprisonments for drug crimes do not explain the
entire increase in prison populations. Figure 7 shows that incarcera-
tion rates began rising well before the increase in drug arrests and
that prison populations increased at a faster rate than drug arrests.t
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Figure 7California Imprisonment Rates Versus Drug Arrests per 100,000
California Population, 1973-1990 (indexed to 1973)
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A comprehensive analysis conducted by Patrick Langan, U.S. Bureau
of Justice Statistics, and published in Science concluded that
"changes in drug arrest and imprisonment rates only explain about 8
percent of the growth in prison populations since 1974." [9]

So what did account for the massive prison increases? Criminologists
debate various theories, but most agree that the politicization of sen-
tencing policy played a prominent role. Once the public lost confi-
dence in rehabilitation, politicians were less willing to defer to crimi-
nal justice professionals' judgments on how to reduce crime and, in
response to perceived public demands for a tougher approach, began
enacting mandatory minimum prison sentences and increasing
sentence lengths for many offenses.

This tendency was particularly pronounced in California, where the
legislature enacted more than 1,000 bills changing felony and mis-
demeanor statutes between 1984 and 1991. [2] Most measures either
increased the length of prison sentences or upgraded misdemeanors
to felonies punishable by prison. For instance, Senate Bill 200
(Rains), which became effective on January 1, 1983, required that all
residential burglaries be punished as first-degree burglary. In the
past, offenders without a prior criminal record would have probably
been sentenced to jail or probation. The legislature also increased
penalties for domestic violence, drunk driving, rape, and using a gun
during a crime. As shown in Figure 8, persons convicted of many
types of felonies are now more likely to be imprisoned.

These legislative changes significantly increased the overall use of
imprisonment: in 1975 sentences to state prison represented about
18 percent of all Superior Court sentences in California; by 1991 they
had increased to 35 percent. Ninety percent of those granted any
form of probation by the court had to serve a jail term first, up from
56 percent in 1975. For the same time period, grants of probation
without jail decreased from about 22 percent to about 6 percent
(Figure 9).

Another major factor contributing to rising prison populations is the
higher rate of probation and parole revocations and the growing
number of revocations that result in imprisonment. Parole violators
are those who violate their parole conditions or who commit other
criminal violations that parole authorities believe occurred, based on

1
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Figure 9California Superior Court Sentences, 1975-1991

administrative review and a "preponderance of evidence" finding (a
weaker standard than the "beyond a reasonable doubt" standard
needed to cor, .ict initially on a criminal offense).

Sending probation and parole violators to prison has been a major
shift in Cilifornia's corrections policy. Such offenders used to spend
their twu-to-six-month revocation periods in local jails, but as jails
became crowded, violators have been increasingly returned directly
to prison. 121 In 1978 there were 1,011 adult parole violators returned
to prison; by 1991 that number had increased to 41,573. [51 In the
10-year period from 1978 to 1988, parole violators as a percent of
total admissions to prison increased from approximately 8 percent to
47 percent. Additionally, it is estimated that, in 1991, probation vio-
lators comprised about 16 percent of new felony admissions to state
prison.

The growing number of imprisoned parole or probation revokees
helps explain why the average prison sentence has declined slightly
from two years (1985) to 1.7 years (1991). It is not because average
sentences for a given crime have decreased. In fact, offenders con-
victed of certain crimes now receive longer court-imposed prison

1 t.1
.
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sentences. For example, persons sentenced to prison for manslaugh-
ter now receive 9.5 years, as compared to 6.5 years in 1984. (Of
course, with full credit for prison work and good behavior, inmates
are required to serve just 50 percent of their court-imposed term.)
Rather, it is largely attributable to the growing number of pa-
role/probation violators in prison. Eighty percent of all proba-
tion/parole violators spend less than six months in prison, and over
half spend less than three months (CDC, 1990). The upshot is that
more than half of all offenders entering prison in 1992 are expected to
serve six months or less.

Why are so many probationers/parolees revoked? The CDC reports
that drug use, as detected through urinalysis, is the primary factor in
over 50 percent of all revocations. [41 Drug testing is now common-
place in community corrections, and many offenders test positive for
drug use. Courts and parole boards often revoke to custody because
they see few local optionstreatment programs are nonexistent or
full, and local probation and parole caseloads are too large to provide
much surveillance or treatment.

In sum, three reasons seem to explain increases in California prison
populations: the harsher treatment of drug offenders; the implemen-
tation of mandatory prison sentencing for many offenses formerly
granted probation; and the rise in probation and parole revocations
that result in a new prison stay.

HAS THE INVESTMENT IN PRISONS MADE US ANY SAFER?

The critical question is whether the massive increases in imprison-
ment have had any appreciable effect on crime in the community.
The question is impossible to answer with certainty because we don't
know what crime levels would have been in absence of greater im-
prisonment rates. Figure 10 shows that, adjusted for population
growth, California's incarceration rate increased sharply while the
crime rate stayed roughly constant. This data can be used by those
like U.S. Attorney General William Barr who favor further prison ex-
pansion, arguing that crime would have risen sharply if incarceration
rates had not increased. Those opposed to new prisons point to the
fact that crime rates held steady even with ever-increasing impris-
onment.

1q9
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Figure 10California's Crime Rate Versus Imprisonment Rate
(indexed to 1973)

The presumed relationship between stiffer sentences and lower
crime is based on two distinct theories. Some argue that stiffer sen-
tences altei a potential criminal's cost-benefit calculation, thus de-
terring crime. A second theory contends that if offenders are put in
prison, they are prevented, for the time of their incarceration, from
committing further crimes in the community.

UCLA's James Q. Wilson, a leading advocate of this second theory,
wrote an influential book in the mid-1970s to advocate determinate
sentencing policies. He argued that "gains from merely incapacitat-
ing convicted criminals may be very large . . . and if the policy of
prison sentences were consistently followed, even with relatively
short (one year or two years) sentences, the gains would be endur-
ing." [101

2 tA



192 Urban America

Despite the theoretical appeal of these arguments, the data discussed
earlier in this chapter suggest that the impact of tougher sentences
(particularly prison sentences) on crime rates is weak at best. Figure
10 shows that, although prison populations quadrupled in size, the
overall per capita crime rate remained essentially unchanged.
Looking at some of the categories of crime, property crime held
steady and violent crime actually increased during this period (Figure
4), despite the higher overall incarceration rate; and since 1988, two
types of violent crime, robbery and homicide, began to rise signifi-
cantly. Only in the case of forcible rape, which has declined in the
last decade, is there some apparent correlation with overall incar-
ceration rates, a conclusion supported by Candace Cross-Drew's re-
cent study, which attributed the decline in rape to harsher sentenc-
ing of rapists and California's changing demographics (groups that
are high-rate rape offenders are declining as a proportion of the
state's overall population). 1111

Several recent studies have attempted to sort out the relationship
between imprisonment and crime. The research results are surpris-
ingly consistent: prison has a marginal crime prevention/
incapacitation effect, but it is not large enough to reduce overall
crime levels significantly.

A recent study attempted to assess the impact of imprisonment on
crime rates in California by comparing California to Texas. The two
states were experiencing rather similar crime and incarceration pat-
terns until the mid-1980s, when the Texas recession led the state to
reduce prison construction and prison commitments. California, on
the other hand, continued to build prisons and increase commit-
rnents. Comparing the two states provides a kind of natural experi-
ment to judge the impact of incarceration on crime rates. The anal-
ysis suggests that the much higher imprisonment rates in California
had no appreciable effect on violent crime and only slight effects on
property crime. 1121

Commenting on such research, Professor Franklin Zimring,
University of California, Berkeley, stated:

The data indicate that the money spent in California on prison
construction was money wasted. The almost quadrupling of prison
capacity seemed to make little difference when it came to curbing
the rate of violent crime. [131

2Qi



Crime and Punishment in California 193

Several recent studies have investigated the impact of incarcerating
so many drug offenders. Again, the results are consistent: increased
sentencing of drug offenders to prison has had little impact on curb-
ing drug-related crime because the offenders taken off the streets
seem to be immediately and completely replaced by other drug of-
fenders. 114,15,161

A National Academy of Sciences panel reviewed all available data on
the incapacitation effects of prison and concluded that doubling the
U.S. prison population between 1973 and 1982 probably reduced the
number of burglaries and robberies in the United States by 10-20

percent. The panel concluded, "For general increases in incarcera-
tion to reduce index crimes by an additional 10 to 20 percent from
1982 levels, inmate populations again would have to have more than
doubled." The panel went on to state: "The increments to crime
control from incapacitation are modest, even with very large general
increases in inmate populations." 1171

In June 1992,450 criminal justice leaders signed a statement criticiz-
ing the "lock 'em up" approach and urged public officials to be more
honest with the public about the failure of prisons to control crime
and the enormous financial burden prison building and operations
places on taxpayers. The statement was signed by prison officials,
governors, attorneys general, prosecutors, police chiefs, academics,
and legislators.

In signing the statement, Morris L. Thigpen, director of corrections in
Alabama, said: "We are on a train that has to be turned around. It
just doesn't make sense to pump millions and millions into correc-
tions and have no effect on the crime rate." A California district at-
torney said: "Somebody should confront and educate the public on
whether it is in the public's interest to keep incarcerating larger
numbers of people at enormous cost and diversion of scarce re-
sources from other social goals."

Dozens of states have also recently issued commission reports on
crime and corrections and each reached similar conclusions: the
"quick fix" approach to crime did not produce the hoped for crime-
reduction benefits. California's own Blue Ribbon Commission de-
clared the justice system "hopelessly out of balance,' saying it relied
too heavily on prisons as the major response to crime while ignoring
more promising community-based alternatives. [4]
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WHY DON'T PRISONS MAKE MORE OF
AN IMPACT ON CRIME?

The short answer is that we expect too much of our prisons.
Prisonsand criminal justice agencies more generallyhave really
very little impact on the amount of crime experienced in local com-
munities. To those unfamiliar with criminal justice research, this
may seem self-contradictory. After all, simple logic suggests that
when offenders are incarcerated, they cannot commit new crimes in
the community. However, it is one thing to say that a person will not
commit a crime while incarcerated and quite another to say that so-
ciety's overall crime rate will he affected, for a number of reasons.

First, much predatory crime is committed by juveniles too young to be
eligible fbr prison or by very young adult offenders who are unlikely to
be sent to prison for most first-felony convictions.

The general pattern is quite familiar. Persons under the age of 18
constitute about one-fifth of the total population, but they account
for one-quarter of all persons arrested and nearly one-half of all
those arrested for one of the seven serious "index" crimes. And offi-
cial arrest data probably understate the contribution of juveniles to
the general level of crime because the chances that a juvenile will be
arrested for a crime are lower than for an adult. They are especially
low for chronic juvenile offenders, who account for a large propor-
tion of all serious crime. 1181

Second, prison terms are usually imposed late in an offender's crimi-
nal career, when criminal activity, on average, is tapering off

Criminal career research shows that criminal activity usually begins
at about age 14, increases until the early 20s, and declines thereafter
until age 30, when the majority of careers terminate. 117] By the time
the criminal justice system has enough evidence to identify a person
as a serious career criminal, the individual's criminal career has
probably reached its "maturation phase." In California, the average
age of arrest is 17; the average age of first commitment to prison is 26
years of age. In 1990 the median age of new admissions to prison was
29. Imposing a prison term at this stage serves to punish that indi-
vidual, but it may have little impact on that person's overall contri-
bution to crime in the community.
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Third, because the justice system only deals with a small proportion of
crime, its ability to affect crime levels through incapacitation is
limited.

Of the approximately 34 million serious felonies committed in the
Uni..ed States in 1990, 31 million never entered the criminal justice
system because they were either unreported or unsolved. This
means that 90 percent of serious crime remains outside the purview
of police, courts, and prison officials. The remaining 10 percent are
further eroded as a result of screening by prosecutors and dismissals
or acquittals. In California, 65 percent of adults arrested for felonies
are convicted, and of these, 20 percent are sent to state institutions.
It was recently estimated that nationally fewer than one in seven ar-
rests for serious crime results in imprisonment. 120]

Of course, offenders commit more crimes than they are arrested for,
so these figures underestimate the proportion of criminals (as op-
posed to crimes) who come into contact with the criminal justice sys-
tem. The challenge is to distinguish higher-rate from lower-rate of-
fenders so that prison space can be reserved for the most criminally
active, a point discussed more fully below.

Fourth, our ability to accurately identify the most criminally active
offenders at sentencing is hampered by legal, ethical, and practical
crnstraints. More accurate identification of high- and low-rate of-
fenders would allow us to selectively incapacitate, increasing the
crime-prevention effects of prison.

RAND research has confirmed that offenders commit many more
crimes than they are officially arrested for and that certain character-
istics are associated with high-rate offending. Chaiken and Chaiken
1211 found, for example, that 50 percent of robbers committed an av-
erage of fewer than five robberies per year, but the most active 10

percent committed more than 85 robberies per year. Furthermore,
high-rate robbers were more likely than low-rate robbers to have ju-
venile criminal records, poor employment histories, and a history of
alcohol and drug use. 1221 Such findings have tremendous policy ap-
peal: if we can identify high-rate offenders at sentencing, they could
be selectively incapacitated, thereby significantly reducing crime
without necessarily increasing the total number of offenders incar-
cerated. Unfortunately, RAND research has shown that our ability to
predict high-rate offending is poor. The most important problem is
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the presence of "false positive" predictionspredictions that persons
will engage in criminal behavior when in fact they do not.

Selective incapacitation, based on predictions about future behavior,
also raises substantial ethical and constitutional issues. For example,
males are more likely to be high-rate offenders, as are younger per-
sons and persons from identifiable ethnic and racial groups. Most
would find A objectionable to use ethnic and racial characteristics to
enhance punishment, even if these characteristics are associated
with high-rate offending. Hence the dilemma: we want to incapaci-
tate offenders who are likely to commit the most crime if free, but to
make more accurate predictions raises troublesome ethical and legal
problems. As a result, our imprisonment policy tries to implement
an incapacitation strategy based on crimes (not criminals), limiting
crime prevention/incapacitation effects.

Fifth, studies have shown that much individual crime (particularly
violent crime) is an impulsive response to an immediate stressful sit-
uation and is often committed under the influence of drugs andlor
alcohol. 119]

If crime is highly impulsive, then rational choice models, which at-
tempt to convince the offender that crime doesn't pay by increasing
penalties, have limited utility for crime control. They require an of-
fender to think clearly about the costs and benefits of committing
crime, weigh those costs, and determine that the costs outweigh the
benefits. Yet more than half of all violent offenders are under the in-
fluence of drugs or alcohol at the time of their crime, a state of mind
with little affinity for rational judgment. [231 Thus, the hoped-for de-
terrent benefits of increasing imprisonment may be less substantial
than originally anticipatedand may increase over time as more
criminals routinely use drugs and/or alcohol.

Sixth, for prison sentences to deter offenders and potential offenders, it
must be stigmatizing and.punishing, and there is evidence that it is
becoming less so.

Prison is most likely to deter if it meets two conditions: social stand-
ing is injured by the punishment and the punishment is severe in
comparison to the benefits of the crime. It seems that prison incor-
porates neither of these aspects, particularly for repeat offenders.
Possessing a prison record may not stigmatize to the same extent as
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in the past because many of the offender's peers and other family
members have also done time. Forty percent of youths incarcerated
in state training schools in 1988 reported that their parents also had
been incarcerated. Further, estimates show that about a quarter of
all males living in U.S. inner cities will be incarcerated at some point
in their lives, so the stigma attached to having a prison record in
these high-crime neighborhoods may not be as great as it was when
prison terms were less common.

In fact, far from stigmatizing, imprisonment appears to confer status
in some neighborhoods. Jerome Skolnick, at UC-Berkeley, has been
interviewing imprisoned drug dealers in California since 1989 and
reports that imprisonment may confer a certain elevated "home boy"
status, especially for gang members for whom prison and prison
gangs can become an alternative site of loyalty. According to
California corrections officials, inmates frequently steal state-issued
prison clothing for the same reason: wearing it when they return to
the community lets everyone know they have done "hard time."

And, while more people are being sent to prison, the length of time
an offender can be expected to serve in prison has decreased slightly
over time. Offenders on the street seem to be aware of the short sen-
tences, even to a greater extent with the wide media coverage such
issues now receive. For these reasons, it seems at least plausible that
prison terms (on average) are not perceived as being as severe as they
once were; hence their deterrent potential is diminished.

Seventh, prison must not increase the postrelease criminal activity of
those who have been incarcerated sufficiently to offset the crimes
prevented by their stay in prison.

Some criminologists argue that prisons breed crime and act as
schools for criminal learning. If true, and prisoners simply make up
for lost time once released, then prison may actually increase crime
in the community. RAND analysts recently studied the impact of
serving a prison term on future criminal behavior by studying a
matched sample of offenders who were similar at sentencing (in
terms of type of crime convicted of, demographics, and criminal
record) but were sentenced differentlyone to prison, one to
probation. [24] After tracking the matched groups for three years, the
researchers found higher subsequent crime rates for offenders
sentenced to prison. Drug offenders who had been imprisoned were

.21)E
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11 percent more likely than comparable probationers to have new
criminal charges filed against them, violent offenders were 3 percent
more likely, and property offenders, 17 percent more likely.

The higher recidivism of the imprisoned offenders can be interpreted
in several ways. It may mean that, while the two groups were statisti-
cally matched, significant differences remained, and that the impris-
oned offenders had a greater preexisting propensity toward crimea
selection effect. Another explanation is that prison may have made
offenders worse, that is, more likely to commit new crimes than they
would have been without the prison experience. Alternatively, it may
be that the offender did not change as a result of prison but that so-
ciety's response did. Employers may be more reluctant to employ
exprisoners than probationers, landlords more reluctant to accept
them, and families less likely to reconcile with them. If society's re-
sponse makes it more difficult for the offender to resume (or estab-
lish) a noncriminal life-style, imprisonment may still be said to have
increased the probability of recidivism.

Eighth, and most important, for imprisonment to reduce community
crime levels, those in prison must not be immediately and completely
replaced by new recruits.

Although studies have shown that most criminal behavior is not or-
ganized in the usual sense of the term, some crime, for example, car
theft rings, fencing stolen property, and distributing illegal drugs,
does appear organized along the lines of a labor market. i16] In these
instances, when an arrest is made and a prison sentence imposed, a
vacancy opens. This vacancy is filled, and crime in the community
continues unabated.

It is also true that regardless of the labor market analogy, new "re-
cruits" constantly refresh the ranks of active criminals. A recent
study of a cohort of California-born males discovered that, by the
time they had reached age 29, 35 percent had been arrested (66 per-
cent for blacks). 1251 As more young people are recruited into and
retained in a criminal life-style, the ability of back-end responses
(such as imprisonment) to increase public safety is severely limited
because of the replenishing supply of young people who are entering
into criminal careers.

207
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ALTERNATIVES TO CURRENT POLICY

As we have seen, California's experience over the last decade fails to
show that the "get tough" policy of dramatically increasing impris-
onments has significantly reduced crime rates, despite the enormous
expenditures on law enforcement and prison building. The challenge
is to develop a new approach that will make better use of taxpayer
funds, a new approach that recognizes that incarceration may have
an impact, albeit limited, on crime rates; that focuses imprisonment
on those most likely to pose a threat to society; and that redirects
some resources into other promising approaches for reducing crime
rates. As with all policy prescriptions, this comes with no guarantees,
but the recommendations outlined here seem more consistent with
what we have learned from research and experience.

1. Begin by acknowledging the limits of a "get tough" policy on re-

ducing crime.

It is vital that political leaders and criminal justice professionals pub-
licly acknowledge that justice agencies play a relatively limited role in
crime control. Failure to do so means that the debate becomes mis-
directed. We spend inordinate amounts of time and energy debating
how best to punish and how punitive various states and nations are
in comparison to one another, even though the evidence suggests
that punishment may be of limited relevance for crime control. )26,
27) Moreover, those who focus on the criminal justice system are
offering the public a false hope, the hope that if the criminal justice
system just did its job more competentlyand crimimls were pun-
ished more often and harsherthe public would be safe from most
crime. The public gets some comfort from statistics showing that ar-
rests and imprisonments are going up. But if 34 million crimes are
being committed in this country, and only 31 million are ever de-
tected, the only way to truly reduce crime is to find some way to stop
some of the crime from being committed in the first place.

Of course, there are other reasons for putting people in prison be-
sides the desire to deter and incapacitate. One of the most important
is the moral one of retributiondelivering to the convicted criminal
his "just deserts." Imprisonment also serves an important symbolic
function by publicly defining the limits of appropriate behavior. For
those reasons as well as the contribution that prisons do make to
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crime control, imprisonment remains an important and necessary
component of the criminal justice system.

2. Refocus who we put in prison.

The earlier discussion showed that probation and parole violators
account for a considerable part of the increase in California's inmate
population. Such persons account for about 20 percent of
California's prison population on any given day, or about 21,200 in-
mates based on today's prison population. We could alleviate the
pressure on California's crowded prison system by imprisoning far
fewer of these persons. In the past, parole/probation revokees used
to spend their two-to-six-month revocations periods in local jails, but
as jails became crowded, violators have been increasingly returned
directly to prison.

These short-term commitments serve to increase the size of the
prison population, reduce the average length of terms served, and
create security and administrative burdens on staff. Such a policy is
also not cost-effective, since prison beds (with their added security
and programming costs) are more expensive than jail beds. But
some argue that imprisoning an offender for a "technical" violation is
often used as a less costly and more effective substitute for a new
criminal prosecution. In othLr words, those who are revoked for rule
violations were actually being removed from supervision due to the
commission of new crimes, but because of the expense and time in-
volved in prosecuting a new offense, the revocation route is pursued
instead. There is no data to reveal how many revocation cases were
motivated by new crimes, but if crime prevention is the goal with
such policies, it is not being achieved through this process because
revocation cases will spend only a few short months behind bars
upon their return. Moreover, recent RAND research failed to reveal a
relationship between having a technical violation and having a new
arrest. In other words, those who violate technical conditions are not
necessarily the ones committing new crimes. [28] If California
wishes to reduce its reliance on prisons, a logical target population
for alternative handling would be these very short-term probation
and parole violators.

At the same time, we should continue our efforts to identify the most
likely repeat offenders, consistent with constitutional principles and
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other legal safeguards. This is an area where additional research
could help improve the crime reduction impact of the penal system.

3. Divert some resources to nonpenal strategies for crime prevention.

Imprisonment is not the best nor the most efficient way to reduce
crime. Drug clinics do more to rehabilitate drug addicts than prison,
job training does more to reduce recidivism than jails, and early
childhood prevention programs do more than any other factor to re-
duce a propensity to crime. [29) Of course, there are many obstacles

to implementing effective programs, but as Peter Greenwood and
Phyllis Ellickson discuss elsewhere in this book, several such pro-
grams have already moved a considerable distance in the right direc-

tion.

When the public debate focuses so heavily on punishment, it creates

a false dichotomy between tough law enforcement and "soft on
crime" social programs. The choice is not one or the otherit must
be both. Californians have to create enough prison space to incar-
cerate the truly violent and also support programs to reduce the flood

tide of criminals that current conditions create. Our expectations of
what justice agencies can do should be lowered and our expectations
of what social programs must do should rise.

Instead of calling for tougher crime control measures, policyrnakers
should have used the opportunity of Los Angeles's recent civil distur-
bance to educate the public about the limited role that criminal jus-
tice agencies play in crime control. Particularly now, in the midst of

the state's worst recession since the Great Depression, when every
additional prison guard may mean one fewer teacher and every
prison cell constructed may mean a gang prevention program un-
funded, pubiic education is essential to meaningful change in our
approach to the crime problem.

2
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NOTES

*The laws are: 1977 Determinate Sentence Law (specified fixed-length prison terms
for each felony); 1981 Beverly Burglary Bill (denied probation sentences to offenders
convicted of residential burglary); 1982 Victims Bill of Rights (gave more rights to vic-
tims); 1986 Domestic Violence Law (domestic violence was classified as a felony).
tin fact, in recent years, 30 percent of the CCI total figure stems from auto theft. It ap-
pears that auto theft has changed from the historically established pattern of youthful
joyriding to a crime increasingly committed for commercial reasons. Such activities
are taken more seriously by the police and the courts.

'1-11e major drop in drug arrests shown in Figure 7 in the mid-1970s is the result of the
decriminalization of marijuana in 1976; increases since 1983 have been primarily co-
caine and methamphetamine-related arrests.
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Chapter Eight

Reforming California's Approach to
Delinquent and High-Risk Youth

Peter W. Greenwood

INTRODUCTION

The problem of adolescent crime in California and in Los Angeles in
particular has increasingly captured the attention of the public and
the media. To a large extent, both the state and county have re-
sponded to this problem with punitive policies instead of focusing on
prevention and with a heavy emphasis on residential rather than
community-based programs. On a variety of measures, California
ranks among the most punitive or neglectful of states in how it treats
its high-risk youth. For example, California, with 11 percent of the
U.S. population, accounts for more than 20 percent of the juveniles
locked up in the entire nation.

Over the past 10 years, other states have been experimenting with a
variety of programs to prevent adolescents from becoming delin-
quent or to rehabilitate them if they are. In their structure and con-
tent, these programs better reflect what we have learned about the
roots of juvenile delinquency, and many of them have had promising
results. California should learn irom the experience of other states
and move beyond punitiveness as its primary response to adolescent
crime. Doing this will require substantial changes throughout the ju-
venile justice system.

JUVENILE CRIME

Predatory street crime is a young man's game. Most offenders begin
their active criminal careers in their early teens, and the vast majority
quit by their early 20s. Arrest rates (the fraction of a given age group
arrested in any one year) for all types of crime peak before the age of
18 and decline sharply thereafter. As a consequence, the higher the
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proportion of young men in the general population, the higher the
expected crime rate. In 1990, 9 percent of California's population
were juveniles aged 13 through 17. In that year, juveniles accounted
for 26 percent of all felony arrests for property offenses and 14 per-
cent of all felony arrests for violent offenses.

There have been significant changes in juvenile arrest patterns over
the past 10 years. Arrests for burglary, the most frequent type of ju-
venile crime, have fallen. In contrast, arrests for violent offenses and
for drugs have substantially increased. For example, between 1985
and 1990 the rate of homicide arrests among juvenile'', increased by
151 percent.

Involvement in street crime is not equally distributed by social class
and race; both offenders and victims are concentrated among those
who are raised in impoverished communities and households. Since
rates of poverty are strongly related to race (see chapters by Karoly
and DaVanzo in this volume), it is no surprise that the rate of offend-
ing and victimization is high in the black community. In 1988 blacks
accounted for 11 percent of the population in California; 20 percent
of all arrests; 38 percent of all arrests for homicide; and 31 percent of
all homicide victims. A study of the state's juvenile crime problems
in the early 1980s estimated that, among black teens, the probability
of being arrested for robbery was 17 ,imes that of similarly aged
whites. I II

Arrest figures provide only crude estimates of the offender popula-
tion since the probability of arrest for any one offense is only about 5
percent for most street crimes. In addition, arrest rates reflect to
some degree the priorities and policies of the police. An alternative
and more-detailed measure is provided by surveys that ask individ-
uals to report their involvement in particular categories of offending.
Recent self-report surveys suggest that between 28 and 38 percent of
all males residing in high-crime neighborhoods participate in some
form of street crime during their 16th year; those who are active
(report at least one crime) commit between 20 and 40 serious of-
fenses per year.

In recent years, concerns about traditional forms of juvenile delin-
quency have been overshadowed by concerns about the involvement
of minority youth in drug dealing and gang violence. It is not clear
whether the dramatic increase in cocaine sales that began with the
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introduction of crack in 1982 is the primary cause of the simultane-
ous increase in gang violence or just one of its many contributing fac-
tors. Juvenile arrests for drug offenses grew steadily during the 1980s,
as did those for gang-related violence, but began to decline, along
with those for adults, at the end of the decade.

Whatever the link between gangs and drugs, Los Angeles County now
has the largest concentration of gang activity anywhere in the coun-
try, with estimates of the number of active gang members ranging
from 50,000 to 100,000. Although most of the hundreds of individual
gangs are associated with particular black or Hispanic neighbor-
hoods, there are also gangs consisting primarily of various Asian
nationalities, such as Cambodians and Vietnamese.

CALIFORNIA AND LOS ANGELES: RESPONSE TO
JUVENILE CRIME

In recent years, both the state and the county have taken an increas-
ingly punitive approach to juvenile crime. This approach is reflected
in high incarceration rates and in the limited options for correctional
placement.

Felony juvenile arrests in California declined in the early 1980s and
then gradually rose again toward the end of the decade, reaching
more than 238,000 in 1989. About 60 percent of these juvenile arrests
resulted in a prosecutor filing charges in juvenile court; the other 40
percent were released by the police without any further action.

Analysis of a random sample of juvenile arrests selected from Los
Angeles County in 1981 revealed that 38 percent of these arrests re-
sulted in the filing of a petition with the juvenile court; 30 percent (76
percent of filings) were found delinquent; 11 percent (35 percent of
those found delinquent) were placed in some type of residential pro-
gram; and 4 percent were placed with the California Youth Authority
(CYA). [1] The rate of CYA commitments from Los Angeles County
reached a high of more than 1,600 in 1986; since then, it has re-
mained fairly constant at around 1,350 per year.

National surveys of juvenile correctional facilities show that
California has the highest per capita rate of male juveniles of any
state in the country (1,099 per 100,000 versus a national average of

2 1 7

gsb



210 Urban America

546 in 1987). The higher rate of incarcerating youth in California can
only be partially explained by a higher arrest rate. The number of
youth in custody in California per 1,000 juvenile arrests (84 in 1987) is
56 percent higher than the national average.

Juvenile courts in Los Angeles do not have the variety of privately run
community-based options for placing youth that are available in
many other parts of the country. The primary placement options are,
in increasing order of severity, (1) general probation, which means
little or no supervision; (2) placement in one of a small number of
privately run group homes, which are licensed by the state and moni-
tored by the county; (3) placement in one of a group of camps run by
Probation in outlying areas of the county; or (4) commitment to the
CYA for placement in one of their secure institutions. Youth who are
confined prior to placement are held in one of several severely over-
crowded juvenile halls.

Most of the probation camps, which are scheduled for closure in the
Probation Department's fiscal year 1993 budget, are minimum secu-
thy facilities housing 50 to 100 youth for stays averaging between six
to nine months. The CYA facilities, each of which houses from 600 to
more than 1,500 youths, are much more secure and provide a much
gi eater range of educational and vocational programming. During
recent years, the average length of stay for CYA youth has been about
24 months, double what it was a decade ago and twice the national
average.

In general, California has resisted the national trend toward more
flexible correctional facilities and is now among the states lowest in
the use of private providers--19 percent versus a national average of
41 percent. A recent analysis of juveniles in custody from Los
Angeles County revealed that only 9 percent were in private facilities
and that the proportion of juveniles in different types of facilities
varied significantly by race. Only 8 percent of black youth in custody
were in private facilities compared with 21 percent of white youth.

The incarceration rate for juveniles and the limited choice of correc-
tional facilities are not the only dimensions on which California
compares unfavorably to the nation. An index designed to measure
several aspects of child well-being places California near the bottom
in several other categories, including the percentage of children liv-
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ing in poverty (35th) and the percentage graduating from high school

(42nd).

Other indicators of the declining investment in youth include in-
creasing class sizes and elimination of many special programs (arts,
music, sports, etc.) in the public schools; closing emergency health

care and community mental health centers; reductions in programs,

maintenance, and hours of operation for parks and recreation fa-

cilities; and reductions in summer youth employment programs.

CAUSES AND CORRELATES OF JUVEIVi.E DELINQUENCY

California's punitive treatment of juvenile criminals is troubling be-

cause it is inconsistent with a growing body of evidence about the

causes of juvenile delinquency. In recent years, a series of carefully

designed studies have documented the progressive effects of dys-
functional and abusive families, inadequate child care and early
childhood education, academic and behavioral problems in school,

association with delinquent peers, and differential opportunities for

participation in illegitimate versus legitimate employment.

Theorists have developed and tested a number of models to explain

why some youth become delinquent. Since delinquency was ob-

served to be more prevalent among youth residing in poorer neigh-

borhoods, strain theorists argued that a primary cause was the frus-

tration these youth faced in their inability to satisfy their normal

needs and aspirations through legitimate means.

Control theorists countered with the argument that most individuals

experience some degree of strain and frustration in meeting their

needs. They believed that the primary factor distinguishing those

who turn to crime from those who do not was the strength of their

bonds with conventional institutions such as their families, schools,

and churches. Control theorists believe that it is the social pressure

created by these bonds that keeps most of us in check.

Social learning theorists assume neither a constant motivation
(strain) for delinquency nor a constant restraining (social control)

influence. Rather, they argue that decisions to engage in conforming

or deviant behavior are promoted by social reinforcementa con-
stant stream of rewards and punishments in response to behavior.
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Social learning theory emphasizes the importance of role models in
influencing behavior and suggests that youth are more likely to be
delinquent if they grow up in an environment where such behavior is
condoned or engaged in. Many leading theorists now favor an inte-
grated model that combines the effects of strain, control, and social
learning.

From a statistical standpoint, the factors that predict delinquency
include the following:

Having parents with histories ofdysfunctional behavior (crime,
or substance abuse)

Inadequate or inappropriate parental supervision and discipline
Early involvement in high-risk behaviors (delinquency, sub-
stance abuse, sex)

Behavioral or academic problems in school

Association with delinquent peers [2,3)

ALTERNATIVES TO PUNITIVENESS: EFFECTIVENESS OF
PROGRAMS

Although criminologists argue about which types of programs are
most effective in addressing the root causes of juvenile delinquency,
most agree that improving prenatal health care, early childhood edu-
cation, parent training, public schools, and youth employment op-
portunities are steps in the right direction. Additional candidates
include programs that help families improve their problem solving,
communications, and ability to manage their kids' behavior; after
school recreational programs; and special outreach programs tar-
geted on high-risk youth. For youth identified as active delinquents,
community-based and residential programs can respond to each
adolescent's needs and capabilities. (41

A number of states have adopted programs along these general lines.
Some of the programs have yet to be rigorously evaluated, but the as-
sessments we have seem promising. The programs are of three basic
types: prevention, supervisory, and custodial.

2 2
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Prevention Programs

Since problems in early childhood health status and socialization
have consistently been associated with increased risk of delinquency
and of school failure, most experts believe that preventive efforts
should focus on these areas. The strongest evidence in support of
this approach is provided by long-term evaluation data for the Perry
Pre-School Program, a precursor to Head Start. These data showed
that the program substantially reduced the probability of arrest for
high-risk youth participating in the program compared with a
matched group of nonparticipants.

Problems in family management also increase the risk of delin-
quency. A number of programs have been developed to help parents
learn techniques, such as the use of time-outs and behavioral con-
tracts, for dealing with problem behavior in their children.
Participation in these programs reduces subsequent delinquency
and antisocial behavior. [5]

A third area for potential intervention is the school, which is second
only to the home in terms of its influence on youth. Historically, the
strategies that school systems have devised for dealing with disrup-
tive youth feature increasing forms of punitive suspension and segre-
gated programming. We have little evidence that these approaches
change problem behaviors.

In recent years, a number of innovative programs have been fielded
that appear to reduce the level of drug use among the general popu-
lation and to improve the prospects of high-risk youth. As Ellickson
discusses in her chapter, the best known of these programs use the
"social influences" model to provide youth with accurate information
about the health risks of using tobacco and illegal drugs, the true
prevalence rate of use among their peers, and training in effective
techniques for resisting peer pressure to use. These programs have
been shown to significantly reduce initiation of cigarette and mari-
juana use, two activities predictive of subsequent delinquency.

Less well known are programs designed to reduce antisocfal and
non-drug-related forms of deviant behavior in school settings. Over
the past decade, the Federal Office of Juvenile Justice and
Delinquency Prevention supported a number of these programs.
Those that appeared most effective in reducing delinquency for gen-
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eral school populations (1) involved staff, students, and the com-
munity in designing and managing school change; (2) involved
schoolwide organizational changes aimed at increasing academic
performance and enhancing school climate; and (3) included career
education components. Although several programs tried to target
high-risk youth, the only one that proved effective involved a special
alternative class organized around a small number of learning pro-
jects that increased participation and group interaction. Programs
that simply provided extra attention or services did not show positive
results. [6] Other techniques that have been tried and found ineffec-
tive include programs designed simply to educate youth about the
consequences of certain high-risk youth behavior or to scare them
with dramatic portrayals of dire consequences.

Custodial and Supervisory Programs

Although most criminologists would argue that we should spend the
bulk of our public funds trying to keep youths from becoming delin-
quent rather than rehabilitating them if they are, that is not the way
we spend our money. The vast majority of public delinquency funds
go to support custodial and supervisory programs designed for youth
whom the juvenile courts have found to be delinquent. These in-
clude programs that provide various degrees and types of commu-
nity supervision, daytime programming, group homes, and long-
term residential placements in institutional or isolated wilderness
settings.

During the past 25 years, expectations regarding the effectiveness of
preventive or rehabilitative programs for juvenile delinquents and
adult criminals have veered from extremely optimistic, to extremely
pessimistic, to mildly hopeful. In 1967 President Johnson's
Commission on Law Enforcement and the Administration of Justice
proclaimed that recidivism (returning to criminal behavior) among
juvenile and adult offenders could be greatly reduced by improving
the educational background and training of correctional workers,
placing a much higher percentage of offenders in community-based
settings (on probation or in group homes), and emphasizing reme-
dial education and job training. The commission's enthusiasm for
these recommendations was based in part on preliminary evaluation
reports from the CYA's Community Treatment Project, which was
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experimenting with new techniques for programming youth in the
community based on a careful evaluation of their characteristics and
needs.

Ten years later the consensus among criminal justice officials and
scholars regarding the effectiveness of rehabilitative programs had
switched dramatically, based primarily on the findings of several
widely reported reviews of the corrections literature but also on the
revelation that the CYA had not been reporting the results of its
Community Treatment Project accurately. 171

In the last few" years, enthusiasm for rehabilitative programs has been
rekindled by new evidence regarding factors that contribute to pro-
gram effectiveness and by improvements in our knowledge about
causal influences. Better analytic methods, which synthesize results
across evaluations, make it possible to identify relatively small but
consistent effects that would not be detected with conventional hy-
pothesis testing and to explore the relationship between these effects
and characteristics of the experimental programs and their subjects.
We have learned the most about causal influences in the areas of
identifying and measuring antisocial behavior in early childhood,
and understanding the importance and mechanisms of social learn-
ing processes in shaping human behavior. Some of the key programs
from which we have learned are described below.

Two recent studies that synthesized results across evaluations iden-
tified several characteristics associated with higher success in reduc-
ing recidivism. [8,91 These characteristics include focusing efforts on
high-risk offenders: focusing programs on factors associated directly
with delinquent activity, such as antisocial attitudes, anger manage-
ment, substance abuse, etc.; avoiding the development of antisocial
cliques; and utilizing cognitive/behavioral and social learning ap-
proaches that provide youth with frequent opportunities to confront
real challenges and to practice appropriate coping skills. All the suc-
cessful techniques produce larger effects when applied in community
rather than institutional settings. This latter finding argues strongly
for placing youth in community-based rather than institutional
settings, whenever it is practical to do so.

The components generally thought to be necessary for these types of
programs include an initial assessment to identify each youth's
problems and assets; a process for developing and monitoring indi-
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vidual treatment plans: a positive peer culture, which supports
prosocial and discourages antisocial behavior; remedial education
programs; cognitive-behavioral programs to help youth deal with
anger, substance abuse, sexual offending, and other problem behav-
iors; social and survival skills training to help adolescents cope with
the outside world; efforts to educate other family members about
their role in the youth's delinquency and to identify steps they can
take to support more prosocial behavior; graduated release; and in-
tensive aftercare following release to the community.

Trends in Correctional Institutions

Juvenile courts and specialized juvenile correctional institutions
were developed at the beginning of the 20th century as alternatives to
regular criminal prosecution and correctional programs. However,
by the late 1960s, many large state juvenile institutions had become
more custodial and punitive than the adult institutions they had
been designed to replace. Starting with Massachusetts in 1971, a
number of states (Pennsylvania, Colorado, Utah, New Jersey, Florida,
and Michigan) have moved to decrease their use of large institutions,
relying instead on a mix of community-based programs, many of
which are operated by private providers. Although there is little evi-
dence to suggest that such programs are more or less effective than
those run by public agencies, officials in these states believe that this
mix of public and private providers offers them a wider range of al-
ternatives to meet the needs of individual youthful offenders.

In Massachusetts, more than 80 percent of the youth committed by
the courts to the Department of Youth Services are now placed in
programs run by private agencies. In New Jersey, about half of the
youth committed to the state by local juvenile courts are placed in
small (20-30 bed) community-based programs. Florida has recently
contracted with a variety of private providers to provide specific pro-
grams or to manage institutions formerly operated by the state.

Periodic federally sponsored surveys of juvenile correctional facilities
reveal the following trends in the use of private facilities:

Between 1975 and 1986 admissions to public facilities declined
by 7 percent, while admissions to private facilities increased by
122 percent.
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Private facilities tend to be smaller, provide more services, and
have a longer average length of stay.

Public facilities are more apt to be overcrowded.

Costs of public and private facilities are about the same within
geographic regions.

HOW IT GOT THIS WAY

We have seen that many other states have developed programs for
juvenile offenders that are less punitive, more flexible, and more re-
flective of what we understand about the roots of, and potential
remedies for, juvenile delinquency. Why has California remained so
punitive? The answer is a complex blend of fiscal realities, politics,
and red tape.

The Proposition 13 taxpayer revolt severely restricted the level of
funding available to counties, including Los Angeles County. And, as
surrounding counties have continued to grow by attracting Los
Angeles County's wealthier middle class residents, they are being re-
placed by immigrant populations who place more of a burden on Los
Angeles County services.

Proposition 13 was particularly hard on county probation depart-
ments, which are politically the weakest members of the county crim-
inal justice systems. In earlier days, the state provided the counties
with funds to support the development of innovative local programs.
But as the subsidy payment failed to keep pace with inflation and as
Probation had to absorb disproportionate Proposition 13 cuts,
Probation has been forced to cut programs and services almost every

year.

However, declining funding for probation services does not com-
pletely explain the limited availability of community-based programs
for juvenile offenders in Los Angeles County. Other political factors
have severely limited private sector participation, which in other
states provides innovative alternatives. One impediment is simply
bureaucratic red tape. Many of the private providers see Los Angeles

County as being more difficult than any of the surrounding counties
to do business with. Its staff are said to be more demanding in terms
of their initial certification; the youth they send tend to be more dif-
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ficult; and the county is much less prompt in paying its bills. No
wonder private juvenile program providers in Southern California,
who get paid the same daily rate for youth from any county, often
prefer receiving youth from Ventura or Riverside County over those
from Los Angeles.

Even beyond these bureaucratic roadblocks, Los Angeles County
Probation has policies that exclude private programs used by many
other counties throughout the state. Probation officials will not send
youth to programs in the northern part of the state because they feel
the youth will be too difficult to monitor; and they will not allow an-
other county to monitor their youth on a courtesy basis, as many
other counties do. Granted, county probation departments have an
obligation to ensure that youth they place in private programs are
treated appropriately. However, it appears that Probation's overly
rigid requirements in Los Angeles prevent it from utilizing a wide
range of programs like VisionQuest, which are receiving hundreds of
youth from surrounding counties. [101

Several years ago, the Los Angeles Countybased Seaver Institute
provided funding for the National Center for Institutions and
Alternatives, a nationally recognized private organization, to prepare
private presentence reports for youth whom Los Angeles County
Probation had recommended for placement in the CYA. Even
though the private program experienced a number of management
problems and continued resistance from Probation staff, its reports
and advocacy efforts still managed to reduce the CYA commitment
rate among participating youth by about 50 percent. Nevertheless,
the county showed no interest in continuing the program or adopting
any of its approaches after the grant funds ran out. [111

The state also impedes the development of quality programming for
juvenile offenders. A private provider, Associated Marine Institutes
(AMI) based in Tampa, Florida, has developed an innovative pro-
gram model that integrates scuba (underwater diving) training and
certification with more traditional remedial education and social
skills training programs to provide a higher degree of physical chal-
lenge and excitement than is found in most traditional correctional
programs. Over a period of I 5 years, AMI has developed a highly re-
spected network of about 30 local programs throughout Florida and
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the Southeast, with each institute providing daytime programs for

20-30 youth.

Several years ago, the California-based Packard Foundation agreed to
underwrite the initial start-up and pilot testing costs for an AMI pro-
gram in Monterey County, contingent on the state's developing a
funding mechanism for supporting the program after the initial test
period. Under the state's current funding rules, only the county's
costs for a "residential placement" could be reimbursed by state Aid
to Families with Dependent Children (AFDC) funds; those for a day
program could not. For several years, the state legislature passed
bills to allow reimbursing the program's costs, but each year the
governor vetoed the legislation. California has yet to implement a
program like the one offered by AMI.

Just as funding regulations limit the county's ability to innovate, ex-
perimentation with new programs by the CYA is limited by the
Youthful Offender Parole Board, which has the final word on time
served. This limitation recently prevented the CYA from competing
for federal funds that were made available for developing experimen-
tal "boot camp" programs for juveniles designed to reduce their
length of stay.

A PATH TO REFORM

Youthful criminality and gang problems are as serious in Los Angeles

as they are anywhere in the country. The punitive response of both
the state and county conflicts with what we have learned about juve-
nile delinquency. California should learn from the experience of
other states and begin to develop and evaluate more appropriate
programs for high-risk youth. To do that will require strong leader-
ship to bring about needed reforms.

There is no evidence to suggest that any one program or policy re-
form will have more than marginal effects on the interrelated prob-
lems of juvenile delinquency, drug use, and gang involvement.
Rather, any substantial improvement in this area will require a com-
prehensive and sustained campaign to improve the quality of child-
hood for youth in high-risk neighborhoods and to raise their expec-
tations about their future. Here are what I perceive to be four basic
ingredients of that campaign.
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First, the state must take the lead in bringing about change.
Although a few counties have been successful in developing innova-
tive programs, it is the state as a whole that has fallen behind other
states in its investment in youth. Both the executive branch, which
needs to develop the programs, and the legislative branch, which
needs to see that they are adequately funded, must be active change
agents.

Leadership must come from the top. None of the states that have re-
cently reformed their juvenile corrections programs has done so
without strong support from the governor's office. In fact, in most
cases, the governor's office was the primary instigator of change.

The inadequate care, dangerous environment, and limited oppor-
tunities faced by many California youth should be continuing issues
for governmental concern, not just the subject of one-shot reforms or
editorial hand-wringing. The governor and legislature should ap-
point a standing Commission on Youth to ensure that these issues
receive the consistent attention they deserve and to guide the devel-
opment of an effective reform agenda. The commission's charter
should be to investigate and monitor the quality of care, services, and
opportunities available to youth in various parts of the state; to de-
velop and assess new ideas for proposed reforms; and to monitor and
evaluate their implementation over time. The commission should be
composed of representatives from the health, education, social wel-
fare, mental health, and juvenile justice professions as well as par-
ents, researchers, and representatives from the executive, legislative,
and judicial branches.

Second, we must reform the juvenile ji stice system and the kind of
dispositional alternatives it offers. Several directions should be pur-
sued.

Increase the role of private agencies in developing and operating
programs. This initiative does not imply that public agencies are
incapable of running effective programs or that privately run
programs are inherently superior. Rather, experience in other
states suggests that greater participation by the private sector ex-
pands the variety of options available, improving the likelihood
of finding an alternative that will work for any particular youth.
The diversity across programs also appears to encourage healthy
competition among them.
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Develop funding mechanisms so that private providers can par-
ticipate with publicly run residential facilities on an equal basis.
Currently the state only subsidizes residential care, while the
counties must bear the full costs of any form of intensive super-
vision or day programs. We need to eliminate the bias against
cheaper, and probably equally effective, nonresidential pro-
grams.

Increase the range and number of community-based placements.
Options that other states have developed and are productively
using include intensive supervision and tracking; nonresidential
programs, such as the marine-based programs run by AMI;
short-term wilderness challenge or boot camp programs fol-
lowed up by intensive community supervi!,ion; long-term wilder-
ness challenge programs like VisionQuest; long-term community
residential programs in which youth can develop and maintain
links with their home community; and independent living pro-
grams for youth who have no other appropriate residential op-
tions following residential placement.

Developing these options should decrease the state's reliance on
large, overcrowded, and outmoded institutions. These impersonal
institutions impede the development of the close personal bonds and
relationships essential to the rehabilitative process and inevitably
become places that continue and even reinforce the kinds of gang
conflict ano confrontations with authority that these youth
continually experience on the streets.

Third, we need to structure programs that more realistically reflect
both the causes of and the course of treatment for delinquency. We
know from a number of well-designed studies that chronic delin-
quency usually has its origins in early childhood experiences. We
also know from experience with therapies for other types of behav-
ioral disorders (overeating, smoking, substance abuse, etc.) that
there are no quick cures for behavior patterns that have been allowed
to develop over many years. Many chronic delinquents will require
sustained periods of rehabilitative programming and supervision as
they make the gradual transition from antisocial to responsible and
productive adult behavior. To capture the cumulative benefits of
sustained intervention efforts, some programs should be encouraged
to provide a full continuum of care over an extended period rather
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than having the court treat each relapse as a total failure and initiate
a new type of programming that ignores everything that has gone
before.

Fourth, to ensure that we have the most effective programs possible,
we must develop ways to collect outcome data for each provider and
type of treatment program. Currently programs are evaluated by
their compliance with state-mandated operational requirements and
standards rather than on the basis of what they achieve. A number of
states and programs have demonstrated that it is possible to rou-
tinely collect outcome measures, such as recidivism and academic
achievement, in a way that permits comparing programs over time
and with each other.

IMPEDIMENTS TO REFORM AND REALISTIC
EXPECTATIONS

Two chronic problems in juvenile justice will always hamper reform
attempts.

The first is the nature of juvenile delinquency. Juveniles who rebel
against or reject adult values are extremely difficult to deal with, even
when their behavior is not criminal. Teenage rebels can be difficult
to turn around, whether in a school or in a correctional institution.
Any parent who has tried to deal with a teenage drug problem, poor
performance in school, or a turbulent teenage romance is aware that
patience is required. For this reason, juvenile delinquency preven-
tion or treatment programs will never have smooth sailing. Failure
rates will always be high.

The second problem is rooted in the nature of the juvenile justice
system. it is a large, complex bureaucracy made up of diverse philo-
sophical and political interests. Each of the constituent agencies
police, prosecutor, court, defense, probation, CYA, private care
providerslooks at juvenile delinquency problems from a different
perspective and favors a different set of reforms. Sy tem reforms of-
ten produce outcomes different from what their proponents in-
tended because of the compromises required to gain acceptance by
the system's other constituents or because the program was sabo-
taged outright.
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Those who work in the juvenile justice system are best equipped to
recommend or evaluate the changes needed. No legislative commit-
tee or task force can develop the expertise and insight possessed by
respected representatives of the juvenile bench, prosecution, defense
bar, probation, corrections, and various juvenile advocacy groups. I
believe the state should appoint a standing Juvenile Justice
Commission, consisting of experienced representatives of the various
practitioner and advocacy groups with an interest in the system. The
purpose of this commission would be to develop more-detailed pro-
posals for bringing about the kinds of reforms described in this chap-
ter, monitoring their implementation, and developing detailed policy
guidelines for their use. This type of commission has proved useful
in guiding the reform of sentencing practices in both the juvenile and
adult systems in a number of states.

Some readers may conclude that these recommendations merely re-
peat the usual "liberal" nostrums in favor of treating the "root
causes" of crime and juvenile delinquency, an approach largely dis-
credited in the eyes of the current political consensus by the per-
ceived failure of President Lyndon Johnson's War on Poverty.

In my view, this popular perception is inaccurate. Far from being
discredited, many of the programs recommended here, such as early
childhood education and community-based corrections, have been
validated by careful evaluations or experience in other states. Rather,
it is the "neglect of fundamental services" and "get-tough-on-crime"
approaches of the past decade that appear to be discredited both by
current conditions and by research. As a state that now leads the na-
tion in its rates of incarceration and crime, but is ranked at the bot-
tom on important measures of youth welfare, California should rec-
ognize that some changes in funding priorities are in order.
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Chapter Nine

INTRODUCTION

ARNIM

Street Drug Markets in
Inner-City Neighborhoods

Matching Policy to Reality

Peter H. Reuter and Robera MacCoun

In the last 10 years, public opinion surveys, the news media, and
Hollywood films like Colors, Boyz 'n the Hood, and New Jack City have
all portrayed street drug markets as a major urban problem.
Associated with hard drug use and violence, the markets have come
to symbolize the decay of American cities. While drug problems are
by no means unique to the inner citiesindeed, some surveys sug-
gest higher rates of drug use among suburban populationsinner-
city drug markets have an insidious effect that goes beyond the fact
of drug use. First, urban street markets are more visible and more
violent than other types of drug selling. Second, the attraction of
fabulous profits from the drug trade appears to offer urban youth a
tantalizing alternative to staying in school and finding legitimate
jobs, especially in communities where jobs are scarce and pay low.
Street markets seem to have made drug dealing an essential feature
of the economic life of inner cities.

In Los Angeles, the emergence of large-scale drug markets appears, at
least on the surface, intertwined with the growing power and visi-
bility of street gangs that actively participate in the cocaine trade.
Indeed, drug dealing has led the gangs to extend their activities to
wholesale and street distribution of drugs to other cities in the West
and Southwest. Some believe that the two phenomena feed on each
other: the potential profits from drug selling increase the strength
and violence of the gangs, while the highly organized gang structure
increases the efficiency and violence of the drug trade.

The primary national policy response to the markets, mirrored in Los
Angeles, has been to get tough. Between 1981 and 1991, for example,
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state prison commitments for drug offenses rose eightfold. Law en-
forcement is the most direct response to what manifests itself most
visibly as a crime problem; however, as we shall see, the enforcement
campaign has had a very limited effect.

Alternatives to enforcement have been proposed. For example, in
the long run, drug prevention programs may dampen the future de-
mand for drugs. Drug treatment could reduce both the number of
buyers and sellers. Rebuilding the economic structure of the inner
city, devastated over the last two decades by the decline of American
manufacturing, could provide better paying jobs, thus reducing the
supply of young men eager to make more than minimum wages by
selling drugs. Better schooling for inner-city children could give
them marketable skills.

Choices among these policies should have a sound empirical basis.
But so far they have been based on vague impressions rather than on
systematic evidence about the causes, extent, and dynamics of
street-level drug selling. Because we haven't known enough about
how street markets worked, we haven't known how to design pro-
grams that might change the behavior of buyers and sellers.

Our own recent research, and that of others, has begun to fill in some
of the gaps in our understanding. The results of this research lead us
to believe that enforcement will not substantially reduce either drug
use or drug dealing below current levels. However, what we have
learned suggests that the street markets of the 1990s will be different
from those of the 1980s, as shifting social norms reduce the number
of middle class cocaine users. As the demand for drugs declines,
street markets will no longer offer sellers such attractive profits, and
legitimate jobs may become more competitive.

But changes in the market will not discourage older dealers, who are
more likely to be addicts. If drug selling becomes less profitable, they
may need to commit more crimes to finance their habits. Drug
treatment programs are the only potentially effective intervention for
older dealers.

To understand how this scenario could unfold, we shall discuss why
street drug markets emerged in the 1980s, who buys and sells in
them, how the markets affect the economies of their communities,
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and how the characteristics of the markets themselves become the
seeds of change.

DRUG MARKETS IN HISTORICAL PERSPECTIVE

Although drug use has been a prominent public concern since the
explosion of marijuana and LSD use during the late 1960s, drug sell-
ing has been a distinctive problem only since the emergence of mass
cocaine markets in the 1980s. Marijuana was so accessible and rela-
tively cheap that it has always attracted a large number of part-time
sellers, working in a wide array of socioeconomic settings. For ex-
ample, college students typically bought their drugs from campus
friends in dormitories; the sellers in turn bought it from wholesalers
in private transactions away from the streets or, in recent years, from
local growers. High-level figures in the industry, particularly those
who ran smuggling operations for marijuana imported from
Colombia, amassed huge fortunes, but most sellers made modest
profits. Marijuana was certainly available on inner-city streets, but
it was a small economic activity and generated little violence or
d isorder.

Heroin, which emerged as a significant problem at the end of the
1960s, also generated small incomes for most retailers but for very
different reasons. Heroin is sold mostly by addicts, for whom the sale
is less important as a method of generating cash than as a source of
the drug for personal use. A typical retailer might get five bags of
heroin for $80 (each containing 10 milligrams of pure heroin and 90
milligrams of some diluting agent) and sell four of them for $20 each,
keeping the fifth bag for his own use. Though the theoretical esti-
mates of heroin revenues are quite large (perhaps $10 billion na-
tionally each year), actual net cash earnings are much smaller, and a
number of studies show that most addict/rF I:s make only a few
thousand dollars a year. Heroin selling was always concentrated in
the inner city and attracted a certain amount of crime and disorder,
but the markets themselves tended to be small and local.

The cocaine market that emerged in the 1980s was very different. In
the 1970s, cocaine was an expensive drug with a relatively benign
reputation. As a result, there was a substantial middle class demand
for cocaine in the late 1970s and early I 980s. By the mid-1980s, how-
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ever, considerable stigma had become associated with its sale and
use. At the same time, however, crack, or "rock," a new form of
smokable cocaine, began to appear in major cities. Because crack is
easily sold in smaller and hence cheaper packages, it was more ac-
cessible than powdered cocaine to lower-income populations. As the
demand for crack exploded, crack selling provided the lure of quick
cash, status, and excitement for many young males with poor job
prospects. And because the drug tends to be sold in repeated
transactions involving small doses, crack markets tended to form in
or near city street locations, where buyers could readily locate sellers
and quickly consummate anonymous transactions. Thus, crack
stimulated a rapid expansion of inner-city drug markets.

A PROFILE OF DRUG MARKETS IN WASHINGTON, D.C.

Until recently, we knew little about who actually participates in
inner-city drug markets and how much they earn selling drugs. ill
The most comprehensive data on the extent of drug selling in a city
and on the earnings and careers of low-level drug sellers come from a
study that we conducted in Washington, D.C., in the late 1980s. PI
What we found partly confirmed and partly contradicted the con-
ventional wisdom. It is true that drug selling has attracted a signifi-
cant share of young black males in the District's inner city, but their
earnings from drug selling are surprisingly low and their involvement
in the legitimate economy surprisingly high.

Unfortunately, the scarcity of systematic empirical research on drug
dealing makes it difficult to know how well our findings from
Washington in the late 1980s characterize other American cities or
more recent years. Where possible, we can compare our findings to
those of recent studies in other cities, but such studies are scarce,
and the sheer difficulty of observing this illicit activity makes com-
parison across different methodologies problematic. Washington
differs from Los Angeles in some important respects; most notably, it
lacks the extensive and highly developed gang structure found in ar-
eas like South Central and East LA. But both LA Sheriff Sherman
Block and District Attorney Ira Reiner have recently suggested that
the local gangs/drugs connection has been overstated, and indeed,
recent research suggests that the majority of local drug selling arrests
involve nongang members. [3] Moreover, Washington and Los
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Angeles have many things in common, including social strife; in the
late 1980s, Washington and Los Angeles rated first and second
among major American cities in homicide rates for black male ado-
lescents. [4]

Who Participates in the Washington, D.C., Drug Market?

The District of Columbia has a population of about 625,000. Data
from the Pretrial Services Agency (PSA) in Washington for all persons
charged with a criminal offense between 1985 and 1987 showed that
11,430 residents were charged with drug selling in that three-year
period; another 5,600 were charged with a drug possession offense.

Most of those charged with drug selling were young, male, and black;
in a city that is 66 percent black, 99 percent of residents charged with
drug selling were black. We estimated that of those black males born
in 1967 and living in Washington in 1987, approximately one out of
six was charged with selling drugs between 1985 and 1987that is,
one out of six black males between the ages of 18 and 20. [2] This es-
timate is almost certainly low because the PSA only counts those
sellers who were arrested; presumably others managed to evade ar-
rest. Those in their late teens and early twenties were more involved
than older groups during the same period, but even among those
born in 1957, nearly 10 percent were charged with drug selling in the
three years from 1985 to 1987that is, nearly 10 percent of black
males between the ages of 28 and 30.

Indeed, drug selling came to dominate the criminal activity of young
adults in the late 1980s. Nearly two-thirds of the group born in 1967
had at least one drug charge. Moreover, it appears that groups born
later were even more involved in drug selling than were previous
groups at the same age.

Contrary to the popular stereotype, two-thirds of Washington, D.C.,
drug sellers were legitimately employed at the time of their arrest. In
this respect, they did not look much different from those arrested for
other crimes. However, drug sellers at any age were much less likely
to have finished high school than other arresteesonly 35 percent
compared to about half for other offenses.
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How Much Do Dealers Earn?

The media provide numerous accounts of fabulous earnings from
selling drugs on the street corners of the nation's cities. For example,
a 1991 article in U.S. News and World Report suggested that "crack's
hold on inner-city kids is logic.... High-wage, low-skill manufactur-
ing jobs have disappeared from the inner cities. Crack selling be-
came rationalized as the only ticket to prosperity." 151 Time reported
that "lookout is the entry-level position for nine- and ten-year olds.
They can make $100 per day warning dealers when police are in the
area. . . . The next step up the ladder is runner, a job that can pay
more than $300 a day. . . . Finally, an enterprising young man grad-
uates to the status of dealer, king of the street. In a hot market like
New York City, an aggressive teenage dealer can make up to $3,000
per day." [6] If such reports are true, it is hard to imagine that giving
kids access to jobs paying $10 per hour rather than $5surely a very
ambitious goal in itselfwould coax them away from drug selling.

To learn what low-level drug dealers really earned, we interviewed
186 adult dealers who were sentenced to probation for some offense,
mostly an offense other than drug selling. [21 These interviews sug-
gest that most dealers sell only on a part-time basis and, conse-
quently, do not have large monthly incomes from their drug deals.
Indeed, the vast majority of them put in many more hours at a legit-
imate job than at drug selling. However, drug selling paid much
better on an hourly basis and also provided access to cheaper drugs.
Even though nearly half reported keeping some of their drug con-
signment for their own use, a similar fraction also spent some of their
earnings on buying drugs.

Tables 1 and 2 present some of the major findings from our survey.
Dealers grossed about $3,560 a month selling drugs, a figure quite
similar to the reported gross monthly earnings of a sample of New
York City drug sellers during roughly the same time period. [71 But
after subtracting the often sizable expenses of the drug business, the
average dealer in our sample netted only about $1,800 a month. And
the median, which is less sensitive to a few large reports, suggests
that the typical dealer in our sample only netted about $721 a
monthless than $9,000 a year. This is hardly the kind of profit that
purchases extravagant cars and houses. Clearly, the media images of

0
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Table I

Monthly Income of Street-Level Drug Sellers
in Washington, D.C. (in dollars)

_.,Percentile
50th Average

Source 25th (median) 75th (mean)

Nondrug criminal income 0 0 50 215

Gross income from
drug-selling activitya 300 1,333 3,733 3,558

Net income from
drug-selling activity 25 721 2,500 1,799

Total criminal income 33 833 2.617 2,015

Total legal income 237 715 1,000 849

Total income (all sources) 836 1,647 3.830 2,863
. .._ _. _ .... _____ ._. ..

aGross drug-selling income minus total drug-business expenses.
SOURCE: Peter 11. Reuter, Robert J. MacCoun, and Patrick J. Murphy. Money from
Crime: A Study of the Economics of Drug Dealing in Washington, D.C., Santa Monica,
Calif.: RAND, R-3894-RE, 1990.

dealers hauling in thousands of dollars for a night's work are greatly
exaggerated or at least unrepresentative of the typical experience.

Table 2 helps to explain why dealers earned relatively little. Only
about three out of eight of the dealers sold five days a week or more
often, typically earning about $2,000 a month. Nearly one-quarter
sold no more than once a week. When they did sell, most reported
selling only about three hours a day. About two-thirds were legiti-
mately employed during the six-month period prior to probation,
and three-quarters reported at least some legitimate work earnings.
Their legitimate jobs were frequently semiskilled, but many had ex-
perienced frequent job changes. We estimated that they made about
$30 per hour during the time they sold, as compared with $7 per hour
during their legitimate jobs.

Why did sellers spend less time at the better paying business of drug
selling than at their legitimate job? Drug selling seems to be an un-
derground form of "moonlighting" with which poorly educated
males supplement their primary jobs, and they choose to do their
moonlighting at those times when they can maximize earnings.
There are a few hours each day and a few days each week and month
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Table 2

Sales Activity, by Major Drug, for Street-Level Drug Sellers
in Washington, D.C.

Characteristics All
Dru_g

PCP HeroinCrack
Major

Cocaine
Sold

Marij.
Number 182 61 59 30 16 16

Participation frequency (%):
Daily 37 41 39 37 21 38
Several days/wk. 40 39 41 37 43 31
1 day/wk. or less 23 20 20 27 36 31

Median hours spent sellinga 3 4 4 3 1 4

Median /0 salesa 13 16 15 10 4 14

Kept dnig for self (%): 41 39 33 36 56 69
Half or rnore 11 11 12 13 6 6
Less than half 30 28 21 23 50 63

aOn last regular day of selling.

SOURCE: Peter H. Reuter, Robert J. MacCoun, and Patrick 1. Murphy, Money from
Crime: A Study of the Economics of Drug Dealing in Washington. D.C.. Santa Monica,
Calif.: RAND, R-3894-RF, 1990.

when earnings are high. For example, few transactions take place in
the middle of the day, except perhaps at lunch breaks. Most pur-
chases occur in the morningfor heroinor in the evening or at
nightfor cocaine. Business gets brisker near the weekends or per-
haps even near paydays. This would explain why so many of those
we interviewed reported selling only one day a week or a couple of
days each month. Being the only dealer on a street corner at 2 P.M. on
Tuesday afternoon is likely to generate few sales and might attract a
lot of police attention. There is some safety in numbers here and
perhaps safety in darkness as well.

Balancing the Risks and Benefits of Drug Dealing

Drug dealing is a risky business, and a dealer's perception of risk
must also play a role in how many hours to spend selling. We esti-
mated that a regular drug dealer in Washington (selling at least two
days a week) faced almost a one in four chance of going to prison.
The more time a dealer puts into the business, the higher the prob-
ability that he is arrested and incarcerated. We estimated that a
street-level Washington dealer might expect to spend about one-
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third of his time incarcerated. He also had an annual probability of
one in 70 of being killed in the course of dealing and one in 14 of
being seriously injured. These high risks may explain why people
earning $7 per hour in legitimate work were able to earn $30 per hour
in the criminal market place; the surplus is their reimbursement for
risk.

Balancing these risks are the benefits obtained from selling, not lim-
ited just to money. Nearly 80 percent of the dealers we interviewed
used an expensive drug during the six months before their last arrest,
and they spent about one-quarter of their drug earnings on drugs for
themselves. In addition, one-quarter kept some of the drugs they
were supposed to sell for their personal use; to that extent, our esti-
mates of earnings underestimate what dealers get from participation
in the trade.

in sum, legitimate work and drug selling were complementary for
many dealers: drug money supplemented their relatively modest
legitimate wages, and the greater time spent in legitimate work
helped limit their exposure to the risks associated with drug markets.

Drug Se' ling by Adolescents

So far, we have described only the behavior of adults. In collabora-
tion with the Urban Institute, we also obtained data on adolescent
drug dealers. 121

Interviews with about 400 ninth and tenth graders in the poorest part
of the District of Columbia revealed that almost one-sixth reported at
least occasional drug selling. For those older than 16 .4., the preva-
lence rate was closer to one-third. Surprisingly, more of the total
sample reported selling drugs than using drugs; 16 percent versus 11

percent. Moreover, there was little overlap between the two groups;
only 20 percent of the sellers reported use in the previous year. From
the interviews it seemed that these young sellers saw drug
distribution as very profitable and only moderately risky in terms of
jail. Indeed, compared to the true figures, adolescents appear to
overestimate both the profits associated with drug selling and the
risk of getting killed or seriously injured in the course of a year's
dealing, but they underestimate the risks of arrest and imprison-
ment.
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The interview data reveal a significant difference in the drug-using
behavior of adolescent and adult dealers. The vast majority of the
adult dealers were themselves users of expensive drugs, and their
street dealing seemed strongly motivated by that use. However, the
adolescents seemed to have chosen drug selling as a way to make a
lot of money. A recent study of adolescent dealers in Tampa, Florida,
also found that drug selling tended to precede drug using. 181
Apparently, youngsters start peddling drugs because they see it as a
path to economic mobility; unfortunately, selling brings contact with
a drug-using subculture that may be hard to resist.

EFFECT OF DRUG MARKETS ON NEIGHBORHOODS

The Washington, D.C., study and other recent research have pro-
vided valuable information about the background, earnings, and
activities of drug sellers. We need equally reliable data about the
dynamics of street markets and how they affect the neighborhoods in
which they are located.

Unfortunately, we lack empirical information on these topics. For
example, the conventional wisdom holds that inner-city markets are
fueled by middle class suburban buyers. Anecdotes certainly show
that such buyers are found in tne market, but unfortunately anec-
dotes provide no sense of how much of the market these buyers
constitute. Survey evidence that most drug users are middle class
does not help much here, because the question is what share of all
sales in inner cities are to buyers from a particular socioeconomic
background. The economic effect on neighborhoods also depends
on the extent to which dealers reside in the neighborhoods in which
they sell drugs. Again, there has been no systematic empirical
research on this question. Ethnographic and anecdotal evidence
suggests that dealers are generally more likely to be neighborhood
residents but that nonresident dealers are also active in some
neighborhoods.

Since we lack empirical data on these important dimensions of street
markets, in the discussion that follows we suggest possible types of
drug markets and explore the implications of each type. These cate-
gories illustrate how more-detailed knowledge about street markets
could help us select effective policies to combat them.

24



Street Drug Markets 237

Types of Drug Markets

All street markets have certain features in common. In each market,
cash leaves the neighborhood via payments to drug importers and
producers. Moreover, each market drains the human capital of the
neighborhood to the extent that residents are exposed to the risks of
addictive drug use, incarceration, and illicit activities that may inter-
fere with schooling and legitimate work. However, the markets differ
in the flow of cash for retail sales, and we believe they also differ in
their economic effect, the violence they engender, and in their re-
sponsiveness to policy interventions.

We can distinguish four general types of markets, as seen in Figure I.
This distinction covers the possible combinations of resident and
nonresident sellers and buyers; however, we can only speculate
about the behavior of each market, and we cannot rank the relative
frequency of each market type with any confidence.

We refer to markets characterized by mostly resident dealers and
customers as local markets. Local markets are unlikely to provide a

Dealers

Mostly
residents

Mostly
outsiders

Customers

Mostly
residents

Mostly
outsiders

Local Export
market market

Import Public
market market

Figure ITypes of Illicit Neighborhood Drug Markets

net economic gain for the neighborhoodthey are more likely to
generate a net economic loss. Nevertheless, because local markets
meet a local demand and can readily relocate in covert settings, they
may be difficult for the police to uproot.
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Export markets exist when resident dealers sell drugs to nonresi-
dents; these are frequently "drive-through" markets. So long as the
inflow of cash exceeds the deleterious economic effects of market
participation and drug use, export markets are potentially a net eco-
nomic gain for the neighborhood. Thus, there may actually be some
tacit neighborhood resistance to police intervention in export mar-
kets. Jeffrey Fagan has noted that, in such markets, "since neighbor-
hood residents benefit from the secondary economic demand gener-
ated by drug selling, this undercuts efforts at formal and informal
social control. Residents are likely to be less willing to disrupt drug
selling when they directly benefit from it." [7, p. 261

We characterize markets where mostly nonresident dealers sell to lo-
cal residents as import markets, although perhaps a more apt
(though value-laden) label would be "parasitic markets." Finally,
markets where both sellers and customers are mostly nonresidents
we call public markets because these tend to occur at large public lo-
cations like parks, train or bus stations, or schools. The effect of im-
port and public markets on neighborhoods is likely to be particularly
insidiousa net outflow of cash and other resources.

We would expect residents to demand, or at least cooperate with,
police intervention in import markets. However, police intervention
could have different effects in import and public markets. A dis-
rupted import market may reappear in a new neighborhood, but
public markets are likely to be particularly difficult to reestablish, at
least in the short run, because sellers and buyers are generally
strangers and may have difficulty locating each other at a new loca-
tion.

Market-Related Violence

Paul Goldstein has distinguished three different ways in which illicit
drugs are associated with violence. 19] Psychopharmacological vio-
lence results from aggression-promoting effects of a substance on
behavior (e.g., high doses of cocaine appear to increase the likelihood
of violent conduct). Economic compulsive violence occurs during
crimes committed by addicted users in an effort to finance their drug
use. Finally, there is the systemic violence associated with com-
petitive illicit markets. 17,101 Systemic violence can involve turf
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battles among sellers and disputes with customers over transactions.
In addition, sellers may use violence or the threat of violence in an
effort to control their employees, intimidate neighbors, and protect
their assets.

Goldstein and his colleagues found that just over half of a sample of
New York City homicides in 1988 appeared to be drug related. Of
these, almost three-quarters were classified as systemic and were
likely to involve crack (61 percent) or powdered cocaine (27 percent).
[9] The prevalence of systemic homicides illustrates how the crack
market encourages and rewards violence and attracts violent indi-
viduals. A recent survey of urban adolescents 11 found that being a
drug seller was one of the strongest predictors of handgun ownership
and reported ease of access to guns.

Our four categories of neighborhood markets coUld help predict the
amount and nature of systemic violence.

We would expect local markets to be the least violent: informal
social controls, ongoing social relationships, and established
territorial boundaries should limit both dealer/dealer and
dealer/customer conflicts.

Export markets may also be relatively nonviolent but for a differ-
ent reason: dealers have a strong incentive to discourage vio-
lence to avoid driving away customers, particularly upscale
customers.

On the other hand, import and public markets are both prone to
violence. Import markets are likely to encounter neighbor/
dealer conflicts, dealer/customer conflicts, and dealer/dealer
conflicts. The lack of clear territorial boundaries in public mar-
kets promotes dealer/dealer conflicts, while the anonymous and
impersonal transactions promote dealer/customer mistrust and
conflic t.

POLICY RESPONSE TO DRUG MARKETS

We have discussed why street drug markets emerged in the 1980s and
who buys and sells in them. We have also proposed a way of classify-
ing markets that helps us understand how they interact, economi-
cally and socially, with neighborhoods. We now describe and assess
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the governmental response to street drug markets. Unfortunately,
neither the description nor the assessment is very complete. Rel-
atively little is known about local responses across American cities
and neighborhoods, and even less is known about how well different
approaches work. This poor understanding complicates the task of
making policy recommendations.

Enforcement

Number and composition of arrests. The primary response to the
emergence of street markets has been increased enforcement. At
least that is where most drug control money has been spent.
Whether the increased enforcement has compensated for the growth
in drug trafficking is harder to judge. We think it likely that drug
markets grew faster than enforcement in the first half of the 1980s
but less rapidly in the second half so that by 1990 drug selling was
probably substantially riskier than it had been in 1980. [12]

The increased enforcement effort is reflected in the sharp inc-ease in
drug arrests nationally and in the changing composition of those ar-
rests during the 1980s. In 1980 drug arrests by state and local police
totaled 560,000; in 1990 the figure was 1.1 million. Even more strik-
ing was the changing composition of arrests. Arrests for the more
serious offense of sale or distribution (rather than possession) rose
from 127,000 to 345,000, and most of the increase was for offenses
involving the more dangerous drugs of heroin and cocaine.
Marijuana arrests fell from two-thirds of the total number to just one-
third. The racial composition of drug arrests changed dramatically.
In 1980, 23 percent of those arrested were black; the estimate for 1990
was 40 percent.

A large share of the arrests resulted in prison time. In 1988, the most
recent year for which national figures are available, perhaps as many
as 100,000 were incarcerated for at least one year, with larger num-
bers going to local jails to serve shorter sentences.

Los Angeles did not lag in enforcement activities. Data from the
California Bureau of Criminal Statistics show the same surge in late
1980s drug arrests, the increasing share of minorities among the ar-
restees, and finally the increasingly severe punishments received by
those arrested for drug selling (see Table 3). In 1982, 18 percent of all
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felony arrests (in Los Angeles County) were for drug offenses; by 1986
that figure had risen to 32 percent. Misdemeanor drug arrests,
mostly for simple possession, actually fell sharply after 1985, while
felony drug arrests rose from 29,000 in 1982 to a peak of 70,000 in
1989. Whites accounied for 29 percent of drug arrests in 1982; by
1991 that percentage had fallen to 21 percent. Finally, whereas in
1982 only a few hundred went to state prison, by 1990 that figure had
risen to over 4,000.

These changes in enforcement reflected both changing realities and
shifting perceptions of the drug problem in American cities, includ-
ing Los Angeles. In the 1970s drug use itself was the central concern.

Table 3

Arrests and Convictions in Los Angeles County

Arrests, IA County
1982 1986 1990

Total arrests 99,499 517,737 585,524
Total drug arrests 64,867 05,334 86,844

White (T) 29 22 22
Black (%) 33 34 32
Hispanic (%) 37 42 39

Other (%) 1 2 6

Total felony arrests 159,662 189,097 215,804
Felony drug arrests 28,807 61,035 55,218

Total misdemeanor arrests 339,837 328,640 369,720

.. .
Misdemeanor drug arrests 36,060 44,299 31,626

___ .

Convictions, LA County

Total felony convictions 39,685 55,909 51,837
Felony drug convictions 6,588 17,538 18,507

Prison (%)
... _. . .

7 16
_

25
_

SOURCE: Unpublished data from the California Bureau of Criminal Statistics.

By the mid-1980s it was the emergence of the street markets and the
associated violence that dominated public fears. Certainly the
poorer communities themselves were asking for aggressive enforce-
ment to control those marketshence the increasing share of arrests
for drug selling in the rising total. Moreover, though whites consti-
tute the majority of drug users and perhaps even of drug sellers, it is
minorities who seem to dominate exposed drug selling in the inner
city. Finally, the more severe sentencing for convicted drug sellers

2 4 P



242 Urban America

was consistent with the increased concern about drugs as a social
problem.

Most of those arrested for drug offenses were low-level dealers. In
part this reflects the sharply tiered nature of the drug distribution
system. For every high-level dealer, there are literally hundreds of
retailers and assistants steering customers to the seller, holding
drugs, watching for police. So of the 345,000 people arrested na-
tionally for drug distribution offenses in 1990, most must come from
these lowest levels. The lowest levels are also where the most-
exposed transactions take place and, thus, are where arrests are
easiest to make. Finally, it is the retail trade that most directly
generates the violence and disorder that so troubles communities;
thus, it is a focus of police activity. Police do go after the big fish, but
there simply are not many of them.

Effectiveness. How well has enforcement worked in suppressing
street drug markets? Specifically, has it lowered drug use in the gen-
eral population and has it reduced street drug markets and the I-arms
associated with them?

On the whole, tough enforcement does not appear to have had a
major independent effect on drug consumption, though it may well
have reinforced other antidrug messages of society. National surveys
showed sharply lower prevalence of drug use in the general popula-
tion by the late 1980s. However, these same surveys also suggested
that it was increasing social disapproval of drug use and concern
about the dangers presented by the drugs themselves, rather than
decreased availability or heightened legal risks, that produced this
decline. [131 Except for marijuana, enforcement has not been no-
tably successful in raising the price of illegal drugs, though increasing
the price in order to lower consumption is usually taken as the pri-
mary short-term goal of enforcement. Cocaine is perhaps no longer
quite as cheap as it was in 1988, but in inflation-adjusted prices, it
costs a great deal less than it did at the beginning of the 1980s.
Heroin is very much cheaper than it was 10 years ago. Marijuana is
substantially more expensive 'Ilan 10 years ago, reflecting the success
of interdiction against the Colombian marijuana industry.

Even if enforcement did not lower drug use, it would still be valuable
to communities if it caused the street drug markets operating in them
to shrink. If this is the goal of enforcement, then it would be
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important to know if some police tactics are more effective than oth-
ers against certain types of markets.

Our taxonomy of markets suggests which markets are most vulnera-
ble to police intervention. Local markets may be the most robust be-
cause the buyers and sellers know each other from nonmarket con-
tacts. There are many possible sites for these markets, and if the
market is broken up, buyers and sellers can easily find each other
again and reestablish it. On the other hand, public markets may be
very fragile. There are relatively few good locations for these markets
(e.g., near ramps of highways in poorer parts of the city) and almost
no contact between buyers and sellers outside of the market.
Breaking up the market, together with modest police pressure if simi-
lar locations show signs of becoming centers for drug transactions,
may be sufficient to keep buyers and sellers apart. Export and import
markets probably fall in between with respect to their ability to func-
tion under enforcement pressure. Information about which type of
market is functioning in a community could help focus police inter-
vention on the softest targets.

Police have been very innovative in their approaches to suppressing
street drug markets. 1141 In various cities they have adopted com-
munity policing approaches, prevented cars from coming in for pur-
chases by encouraging the construction of concrete barriers around
heavily patronized areas, razed abandoned buildings where drugs are
sold, confiscated buyers' cars, sent postcards to the addresses of the
owners of cars observed buying drugs, and used many different "buy
and bust"and even "sell and bust"techniques. Each approach
seems to have some success, but it is usually of a local and somewhat
ephemeral nature. Drug dealers have shown considerable capacity
to adapt, even if the adaptation is less than complete. Moving
markets around makes them work less well, though it may also make
them more violent as existing market-sharing arrangements are
broken up.

The future of enforcement. After a decade of intense enforcement
efforts that produced very mixed results, disenchantment with en-
forcement as a major policy response is growing. A recent authorita-
tive review of local drug enforcement concluded that " [al growing
share of local law-enforcement budgets is . . . being committed to
programs that are both unproven and implausible." 115, p. 102]
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Indeed, all sectors of the criminal justice systempolice, prosecu-
tors, and judgeshave visibly wearied of drug enforcement. By the
end of the 1980s, drug arrests were declining both nationally and in
Los Angeles. In Los Angeles, drug-selling arrests started to fall in
1989, and by 1991 the figure had declined to 18,000, barely the 1986
level; at the national level, the decline began a year later but was
similarly steep.

Although there has been no systematic examination of this recent
downturn, it is likely that we are observing a backlash against the
dominance of enforcement in local criminal justice systems. For ex-
ample, in 1987 more than 50 percent of felony indictments in
Washington, D.C., were for drug offenses. One observer suggested
that the criminal justice system of New York suffered from bulimia
during its peak concentration on drug offenses, gorging itself beyond
its capacity on these easy-to-catch offenses and offenders and ne-
glecting some of its more important functions as a consequence. 1161
There growing support at local, state, and federal levels to shift en-
ergy and resources toward programs designed to reduce the demand
for drugs rather than to punish users.

Yet even after the decline in drug arrests at the end of the 1980s and
the growing disenchantment with enforcement as a policy response,
enforcement continues to dominate government spending on drug
control. At the federal level that is easily documented by the annual
budget figures supplied by the Office of National Drug Control
Policy: the percentage going to enforcement (including overseas
programs) has never dropped below 68 percent, though it has been
declining modestly since 1988. The federal drug control budget has
increased massively in the last decade, rising from $1.5 billion in 1981
to $7 billion (after adjusting for inflation) in 1991. It is more difficult
to construct comparable figures for state and local governments. Our
rough estimate is that these governments spent, out of their own
revenues, more than the federal government ($18 billion in 1990
compared with federal spending of $10 billion in current dollars) and
that an even higher share of expenditures at these lower levels of
government goes to enforcement. As federal funding for treatment
and prevention has risen in absolute terms, state and local
governments have actually cut back their own funding. The result is
a hypothetical drug control budget in 1990 that probably totaled
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about $28 billion, of which at least $21 billion went to police, courts,
and corrections.

Treatment and Social Services, Economic Development,
and Prevention

Enforcement was not, of course, the only government response to
drugs in the 1980s. However, it is difficult to succinctly describe the
nonenforcement response because so many different program areas
are involved.

Treatment and social services. The official estimates of the number
of persons in drug treatment at any one time increased from 173,000
in 1982 to 351,000 in 1989, but this statistic captures only part of what
is done to ameliorate drug problems. , ,ssociated with drug treatment
is a wide array of services intended to help the addict continue the
abstinence that he or she often achieves temporarily while in
treatment. These services include work training, job placement,
provision of halfway houses, and programs aimed at improving par-
enting and other social skills.

Data suggest that even as the reach of treatment has broadened, the
services offered have become shallower. Taking inflation into ac-
count, expenditures per client fell in the late 1970s from their 1977
peak. Though expenditures started to rise in the mid-1980s, they had
not reached that peak again even by 1987.1171 Nor does the compar-
ison of per person expenditures capture the consequences of the in-
creasingly dysfunctional population being treated and the growing
difficulty of treatment. The 1980 treatment population was domi-
nated by heroin addicts receiving methadone; by 1990 a greatershare
were cocaine abusers. These addicts had started using the drug
earlier than the typical heroin addict, and there is no counterpart to
methadone for cocaine addiction; thus treating these addicts re-
quired more expensive skilled labor-intensive services such as psy-
chotherapy.

The outcomes from the current treatment system are hardly encour-
aging. Studies have shown that anywhere from 30 to 90 percent of
those entering drug treatment drop out and that a high percentage
who complete treatment lapse into drug use within the next year, al-

though the amount of use is often reduced. 1181 These findings are
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scarcely surprising. The addicts receive few services to wean them
from an environment that reinforces their drug habits. The question
of whether a high-quality public treatment system could make a
major difference is one that has not been seriously explored.

Economic development. Young males become drug sellers to make
money. As described in works such as Nicholas Leman's The
Promised Land and Richard Price's recent novel about crack selling,
Clockers, drug selling can appear to be a rational choice in an inner
city characterized by increasing alienation, failing schools and public
housing, and bleak job prospects. Drug selling seems to combine
money and pleasure in a particularly mischievous way, offering the
promise of immediate wealth and status for young men who can
hardly see those as plausible rewards if they follow the socially ap-
proved path of school and work.

The decline of the inner-city industrial employment base has made
the profits from selling drugs look especially attractive. The supply of
semiskilled jobs that permitted inner-city residents to move into the
lower middle class in the postwar era has shrunk dramatically. What
remains are jobs that offer low wages, indeed scarcely above poverty
incomes, and little prospect of upward mobility.

The Washington data provide some basis for assessing how effective
employment programs might be in motivating drug sellers to change
their occupation for a legitimate one. The high employment rate for
adult sellers and their relatively high wage rates suggest that em-
ployment programs can have a major effect on the choice to sell
drugs only if they can provide very substantial improvements in the
wages available. Many are appropriately skeptical that such im-
provements can be achieved, particularly at a time when the urban
economy continues to deteriorate.

On the other hand, the fact that younger sellers are not involved in
drug use itself and have overly optimistic views of the economic re-
wards of drug selling may provide the basis for an intervention that is
more targeted and less expensive, namely making them better in-
formed about the medium-term risks associated with drug distribu-
tion. One can view this as secondary prevention aimed at drug sell-
ing rather than drug use.
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Prevention. The drug programs with the longest time horizon are
prevention programs. Programs aimed at seventh graders in 1990
will not reduce the number of adult drug addicts until the second half
of the decade; after all, we have observed dramatic declines in drug
initiation rates among high school students for the past decade and
yet the problems of street drug markets continued to worsen until
quite recently. One could argue that the evidence favors a
"naturalistic" theory of drug epidemics. In this view these epidemics
follow their own paths, insensitive to government programs. A new
drug is highly attractive, and its users are eager and effective propo-
nents. Later, the drug's damaging effects become morevisible, and
that is what ends the epidemic of initiation. Prevention may accel-
erate that effect but perhaps only marginally. On the other hand, on-
going prevention efforts are likely to build the resistance of youth to
future epidemics. In another chapter in this book, Phyllis L. Ellickson
summarizes what has been learned over the past decade about the
promise and the limitations of prevention programs.

The Future

We have reviewed and assessed the drug control policies of the last
decade. What policies look most promising for the future?

We see little evidence that tougher enforcement is likely to have a
major effect on the street drug markets of American cities. The
capacity to punish is already strained and there are other com-
peting demands for that scarce capacity. Nor does the consider-
able imagination of police tactics seem able to defeat the eco-
nomic realities of drug markets.

Creating a significantly better set of job prospects for the next
generation of potential sellers, whether by redeveloping the
inner-city industrial base or by providing better schooling, is
greatly desirable for a number of reasons, but we believe that
wage increases would have to be fairly substantial to bring about
a significant reduction in drug selling. We are not optimistic
about the likelihood of such a major government investment in

the near future.

In our view, an effective and well-integrated public treatment
system will be essential to cope with the drug problems of the
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1990s, and building up our currently underfunded and neglected
treatment institutions should be a major drug policy priority.
The discrepancy between national enforcement and treatment
expenditures is great enough that we can afford to redirect funds
to drug treatment without jeopardizing the efficacy of drug en-
forcement.

Despite our somewhat bleak analysis of program effectiveness, some
aspects of the drug problem should get substantially better over the
next decade. There are likely to be many fewer middle class drug
users. Since the middle of the 1980s, fewer middle class kids have
become drug users; the decline is not specific to any race or ethnic
group but is associated with education. There is also evidence that
many middle class users have kicked their drug habits, though it is
more difficult for those who were frequent users than for others.

This change in societal norms has an important trickle-down effect.
The legitimate earnings of middle class users fueled the cocaine
market. It permitted cocaine sellers, even adolescent retail dealers,
to earn large amounts for each hour they sold. If that money is with-
drawn from the market, then the cocaine market of the 1990s may
come to resemble the heroin market of the 1980s, largely dependent
on money generated by property crime and dominated by adult ad-
dicts who earn relatively little cash from their participation but who
take their rewards primarily in the form of low-cost drugs.

This change in the market should reduce the returns from drug sell-
ing, and if selling no longer looks like a route to big profits, fewer
adolescents will become dealers. Street markets will probably shrink;
in particular, there should be fewer export and public markets, the
market types that we conjecture are the easiest to break up.

Unfortunately, the change in the market will also have some adverse
consequences. The violence associated with drug markets is likely to
increase. The substantial population of adult cocaine addicts will no
longer be able to finance their consumption by selling to nonad-
dicted middle class users. They will turn increasingly to property
crime, which tends to engender violence. Thus, perversely, even as
visible drug problems seem to be improving in inner-city neighbor-
hoods, the crime problem may worsen. This situation should also
increase the willingness of government to develop treatment and
ancillary services to deal with the problems of adult addicts.
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Chapter Ten

Financing Public Services in Los Angeles
Preston Nib lack and Peter LE. Stan

Like other cities across the country, Los Angeles faces demands for
increased and enhanced public services. The scope and intensity of
these demands have been brought into sharp focus by creation of a
commission to help rebuild the city in the wake of last spring's civil
disturbances. Against the backdrop of the recent recession, Los
Angeles has been under particular budgetary pressure from a bur-
geoning population and a declining industrial base. Providing ser-
vices requires access to resourceseither the city's own or aid from
the state or federal governments. What constraints will Los Angeles
face in trying to rebuild and meet future demands for services, and
what are alternative approaches to financing these services?

This chapter addresses this question by examining the fiscal situation
of local governments in California since Proposition 13 was enacted.
Our argument suggests that, in many ways, the current fiscal choices
at the local level in California represent a continued playing out of
the consequences of this landmark legislation, which in 1978 severely
limited the role of property taxes in financing local government in
the state.

In particular, the sources of revenue for public services and the ju-
risdictional responsibilities for providing those services shape the
manner and degree to which the public sector responds to demands
for services. Citizens who feel that the existing pattern of govern-
ment spending is inappropriate must recognize that this pattern
arises, not out of some political cost-benefit analysis, but rather
through the complex interplay of demand and supply constraints on
revenue. One goal of this chapter is to provide a picture of the supply
constraints on local governments' revenue after Proposition 13 al-

tered them so fundamentally.
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A ROAD MAP

The chapter begins by reviewing the history of state and local fiscal
relations over the last 15 years. The historical pattern of these rela-
tions was dramatically changed by passage of Proposition 13 in 1978
as well as by termination of federal general revenue sharing and aid
to cities by the mid-1980s. We describe these changes and analyze
their effects.

Not all local governments are alike. In particular, the revenue
sources of California's counties differ substantially from those of its
cities, and since Proposition 13 affected cities and counties differ-
ently, they have responded differently. Although the city and county
of Los Angeles are each representative of its category within the state,
they have experienced special problems associated with rapid growth
in their populations over the past 15 years. We review the fiscal his-
tory of the county and city over this period. In addition, we examine
the impact of changes in education finance on spending per pupil in
Los Angeles.

In keeping with the focus of the book as a whole, we concentrate on
four functions of local government; social services; primary and sec-
ondary education; health care; and public safety, which includes po-
lice protection, fire protection, and corrections. With the exception
of education, these services are provided by either the city of Los
Angeles or Los Angeles County; primary and secondary education are
provided by the Los Angeles Unified School District in the geographic
area of concern. Hence, except for remarks made in passing, our dis-
cussion is limited to the city, county, and school district, even though
the development of special districts, like the Los Angeles County
Transportation Commission and the South Coast Air-Quality
Management District, is perhaps the most important innovation in
local public finance in recent years.

Changing sources of revenue have affected both the mix of services
provided and the vulnerability of local governments to economic
downturns like the one California has been experiencing for the past
two years. We examine the implications of these effects for the future
and look briefly at several alternative strategies for responding to the
demands on government in Los Angeles.
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CALIFORNIA'S LOCAL GOVERNMENTS: SOURCES OF
REVENUE SINCE PROPOSITION 13

California's local governments have traditionally provided a higher
share of servicesmeasured as a percentage of combined state and
local expendituresthan do local governments, on average, in other
states. As Figure 1 shows, local government spending in California
typically accounts for more than 66 percent of total state and local
general spending and thus exceeds the national average by about five

percentage points.

Passage of Proposition 13 in 1978 rolled back property tax rates and
capped their annual growth, generating a sharp imbalance between
local expenditures and revenues. Even though the local share of
combined state and local expenditures did not fall, the share of local
own-source revenues dropped sharply after 1978, as Figure 2 sug-
gests. Indeed, it fell below the national norm before recovering in the
late 1980s, as we discuss below.
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To meet the budget crisis that Proposition 13 created, the state of
California, which was in budget surplus at the time, stepped in with a
massive infusion of aid to its local governments. This aid was espe-
cially directed toward school districtsthe local function most af-
fected by the drop in property tax revenues.

As Figure 3 illustrates, after passage of Proposition 13, local govern-
ments in California became much more dependent on state and fed-
eral aid while they sought new sources of revenue. Specifically, after
1978 the percentage of local government revenue derived from inter-
governmental aid jumped by about 10 percentage points, or from
just over 40 to just over 50 percent of total revenue, while tax revenue
fell by over 10 points to about 27 percent of the total. A third revenue
category that grew substantially after 1978 is user fees and charges.
As we discuss later, this source of revenue has recently become
especially important in the city of Los Angeles.
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Figure 3Taxes and Grants as a Share ofTotal
Local General Revenue in California

SERVICES IN CALIFORNIA'S COUNTIES AND CITIES

It is important to realize that in California, as in other states, there are
many types of local government (e.g., counties, municipalities,
school districts, and special-purpose districts). Proposition 13's cut-
back in property taxes and the rapid growth in state aid to localities
that it engendered did not affect all of these entities equall , as Figure

4 shows.

California's counties act largely as agents for the state government,
which also passes through some federal funding for federally man-
dated programs, such as Aid to Families with Dependent Children
(AFDC), most often with matching grants. In this way, the federal
government both sets minimum service levels and provides partial
funding. Because of their agency role, the counties receive, on aver-
age, over 50 percent of their general revenues from the state. In con-
trast, the state's cities enjoy greater autonomy and receive less aid.

2 c 4
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School districts rely more heavily on state funds than either counties
or cities. Indeed, in 1990 fully 70 percent of school district revenue
derived from state aid. After Proposition 13, state spending on pri-
mary and secondary education increased from roughly 12 to almost
20 percent of total state and local spending, even though the share of
total spending going to education remained constant (Figure 5).
Education finance is handled differently from other categories of
public sector finance in California due to another ballot initiative,
Proposition 98, which guarantees that a minimum percentage of
state expenditures will go to primary and secondary education. We
return to how education is financed in California below.

The basic services most affected by Proposition 13 differ across
California's cities and counties, aF Figure 6 suggests. On average,
counties in California spend about half of their budgets on social
services, health, and welfare. In contrast, cities direct most of their
expenditures toward police and fire protection as well as toward
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traditional infrastructure programs like transportation, parks, hous-
ing, and disposal of sewage and solid waste. The remaining 20 to 30
percent of expenditures, in each case, goes to central government
and interest payments as well as to a variety of smaller spending cat-
egories. Spending patterns in the city and county of Los Angeles
generally resemble this statewide pattern.

Finally, Figure 7 shows that local debt burdens in California have ex-
panded rapidly since 1978. This increased borrowing has, in part,
made up for loss of property tax revenue at these levels of govern-
ment.

THE COUNTY AND CITY OF LOS ANGELES: REVENUES,
EXPENDITURES, AND SERVICES

Many of these statewide trends are likewise manifest in the county
and city of Los Angeles. We discuss county patterns first.
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Los Angeles County

Figure 8 shows the changes in per capitr, revenue and spending in
Los Angeles County. Between 1977 and 1990, per capita revenue in
the county made a comeback from its post-Proposition 13 low. Per
capita expenditures have remained constant in the county, but the
relative distribution of expenditures across functional categories has

shifted.

Public welfare programs continue to dominate outlays in absolute
terms. As Figure 9 shows, however, since 1977 they have decreased
relative to other functions, particularly health and hospitals and
public safety, which have grown at a rapid rate. (The bar labeled "All
other" in the figure is made up of a large number of small expendi-
ture categories, no one of which approaches the categories shown in

its magnitude.)
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The sources of revenue available at the county level have shaped the
character of county spending. Where did the funds come from that
substituted for lost property tax revenue? Figure 10 shows that, as
property taxes fell, the state's grants increased substantially, rising
from 45 percent of county general revenues in 1977 to 54 percent in
1990. These grants have largely gone to health and corrections, ser-
vices that the state requires counties to provide. This constrains the
counties' ability to choose their mix of services.

To a lesser extent, the county replaced lost property tax revenue with
increases both in charges, particularly for sewerage and sanitation,
and in other revenue sources. These other sources include interest
receipts, fines and forfeitures, and special assessments. The last two
categories, which make up the bulk of the bar labeled "All other," in-
creased nearly threefold between 1977 and 1990, although they re-
main a comparatively small share of the total.



$4.5

4.0

3.5

3.0

2.5

2.0

1.5

1.0

.5

0

Financing Public Services in Los Angeles 265

1977 1987

Year

1990

1111 State aid

El Propery taxes

Federal aid

es All other

Figure 10Sources of Revenue in Los Angeles County
(in 1987 dollars)

The City of Los Angeles

The fiscal situation in the city of Los Angeles differs from that in the
county in several important respects. Figure 11 shows that, in con-
trast to the county, the city's per capita revenues and its expenditures
for basic services have grown substantially in real terms. This growth
may, at first blush, seem surprising in light of the blows dealt to ur-
ban revenues after 1978 by Proposition 13, the end of the federal
general revenue-sharing program, and the termination of federal
grants to cities, more generally. However, the city of Los Angeles has
been remarkably innovative in finding new sources of revenue that
have effectively replaced lost revenue in much the same way that
state grants t,ave replaced lost revenue at the county level.

Figure 12 shows that the relative shares spent on various functions
also shifted in the midst of this per capita increase. Spending on po-
lice and fire protection fell from 37 percent of the budget in 1977 to
29 percent in 1990. In contrast, spending on environment and

2 7
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housingprincipally housing, sewerage, and solid waste disposal
rose from 15 to 27 percent. Transportation spending has held con-
stant as a share of the budget, with the real-dollar increase princi-
pally reflecting increased transit subsidies. Finally, interest pay-
ments have nearly doubled their share of the budget, moving to
almost 7 percent.

Reliance on new sources of own-revenue instead of on increased
grants constitutes the primary fiscal contrast between the city and
county in the 1980s. Figure 13 shows the shifting sources of revenue.
The decline in federal aid is striking: in 1977 the city received federal
aid worth $370 million; by 1990 these grants had dropped to $60 mil-
lionor from almost 18 percent of the city's operating budget to less
than 2 percent. The principal component of this aid was federal gen-
eral revenue sharing, which disappeared in the mid-1980s. The de-
cline was only partially offset by increased aid from state and local
sources. As a whole, the city's reliance on its own revenues has in-

creased from 73 percent of its general budget to 88 percent.
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Because Proposition 13 allows assessments to increase when prop-
erty is sold, inflation-adjusted property tax revenue actually re-
mained roughly constant over this period after recovering from a
slight decline. As a share of total general revenues, however, its im-
portance diminished considerably, dropping from 26 percent to 18
percent of the total.

The city primarily compensated for the absolute loss of federal aid
and the relative loss of property taxes by increases in two revenue
sourcesother taxes, especially sales taxes; and charges and fees.
Sales tax revenue doubled in real terms between 1977 and 1990, and
altogether, nonproperty tax revenues rose from 25 to 31 percent of
general revenues. Similarly, by 1990 charges and user fees had grown
in absolute real terms to more than two and one-half times their 1977
level, rising from 13 percent of the budget to 22 percent. Housing-
related fees have seen the greatest percentage increase, rising from
$0.7 to nearly $40 million between 1977 and 1990. The city has im-
posed other charges on parking, airports, and sewerage and solid
waste disposal, although road and highway-related charges have
fallen by roughly 75 percent in real terms.

Despite the city's many striking contrasts with the county, there is at
least one respect in which their fiscal histories are similar sources
of revenue for public services and historical jurisdictional responsi-
bilities have combined to shape the public services that each pro-
vides. In the city's case it is notable that expenditureshave increased
most quickly for categories of services financed by charges. This is
the case tor housing, sewerage, and sanitation, leaving aside the
rapid growth of special districts that provide most of the latter ser-
vices. Spending on police and fire protection has, in contrast, grown
more slowly. Likewise, at the county level, those categories of ex-
penditures that have grown most quicklyhealth and hospitals and
public safetyare the ones that have received the most state aid, aid
that often comes with a mandate to provide these services. Thus, the
observed pattern of expenditures arises, not through unconstrained
political choice, but at least partly through a complex interplay of
constraints that are tied to sources of available revenue. Any propos-
als to alter the mix of expenditures must take these constraints into
account.

2 7 3 271
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The Los Angeles Unified School District

Throughout the nation, local governments administer primary and
secondary education, and state governments provide for higher edu-
cation. The ruling by the California Supreme Court in Serrano v.
Priest (1971) limited disparities in spending across local school
districts. Because of this ruling and local governments' loss of
property tax revenues, the state now bears the principal
responsibility for financing primary and secondary education and
allocating these expenditures. In California the state government
determines the spending level for all school districts and finances
these expenditures with a mix of state and local funds. Two-thirds of
primary and secondary education spending are paid for by the state,
with only about one-fifth paid for by local property taxes. By

contrast, the national average for the state share is around 50
percent.

One consequence of this shift to state financing is that spending on
primary and secondary education has had to compete with spending
for other state functions. In addition, the loss of property tax rev-
enues after 1978 led to greater reliance on "procyclical" sources of
revenue (i.e., sources of revenue that tend to fall when the business
cycle falls), as we discuss at greater length below.

For both of these reasons, voters approved Proposition 98 in 1988.
The purpose of this initiative is to ensure a stable spending floor for
primary and secondary education. In fact, in the first two years that
it was in effect, real spending per pupil fell, and in 1991-1992 the
minimum funding level specified by the initiative was not met. [11
Nonetheless, between 1977 and 1990 real spending per pupil in the
Los Angeles Unified School District rose from $3,475 to $5,483, or by

58 percent (Figure 14).

Although this growth in spending per pupil seems favorable, the un-
derlying shift in revenue sources contains a hidden time bomb. In
1977 the school district financed 57 percent of its expenditures itself,
principally through the property tax, and depended on state and fed-
eral aid for the remaining 43 percent. In stark contrast, by 1990 these
proportions had become 15 and 85 percent, respectively. Moreover,
Los Angeles schools receive 78 percent of their revenues from the
statethe statewide average for school districts is 67 percent. This
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fiscal year state spending per pupil will be the same as last year in
current dollars, but even this level will be maintained only by
borrowing against future appropriations guaranteed by Proposition
98 and by cutting funds for special education. With a projected
growth rate of over 30 percent in the state's school-age population in
the next decade, 121 it seems unlikely that state spending can keep
up, and under current conditions, education expenditures per pupil
are likely to fall.

A SUMMARY

We can briefly summarize the chapter's line of argument to this point
as follows:

With the exception of police protet tion, political jurisdictions
tend to specialize in the public services they provide.

In the Los Angeles area and elsewhere in California, counties provide
health and welfare services and corrections; cities provide environ-
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mental services and fire protection; and special districts provide a
variety of services, including elementary and secondary education.
However,

Funds used to finance these services vary across jurisdictions,
which have limited and differing capabilities to affect thz, level
and mix of their funding.

Undoubtedly, there have been increased demands for virtually all
public services in Los Angeles as population has increased, crime has
risen, health care costs have increased, standards of care have im-
proved, and people have sought better education for their children.
However,

To a significant degree, the way that government responds to
demands for specific types of public services is shaped by which
type of local government has historically provided the services in
addition to that jurisdiction's current revenue constraints.

Some revenue constraints are specific to California. In particular,
over the past decade and a half, California's voters have sharply
curtailed several sources of funds through Proposition 13 and other
limitations. By decreasing property tax revenues, Proposition 13 in-
creased the share of state revenue in combined state and local rev-
enue and led to increased state aid to Los Angeles County and the
Los Angeles Unified School District. As a result,

In the wake of Proposition 13, Los Angeles County and the Los
Angeles Unified School District have come to depend heavily on
state aid. The services that these jurisdictions provide is thus
constrained by state revenue and state spending mandates.

At the county level these grants and mandates have been focused
largely in health and corrections, the spending categories that
have shown the most rapid growth over the past 15 years.

Finally, California's cities have historically received smaller amounts
of state aid than its counties and have instead relied for their revenue
on federal urban aid; a variety of taxes, including sales and property
taxes; and user fees and charges. Federal aid to cities effectively
ended in the mid-1980s, and Proposition 13 has limited revenue
available from the property tax. Consequently,
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Following Proposition 13 and the end of federal urban aid, the
city of Los Angeles has come to rely heavily on the revenue
source over which it exerts the most controluser fees and
charges.

Not surprisingly, the city has increased those services most that
can be financed by fees and charges.

Above all, then, the fiscal context of public services in Los Angeles is
one in which the city and county possess-very limited capacities for
reallocating resources to meet the needs of their citizens. It is also an
environment in which "external" forceslargely those that shape
state revenues and spending mandatesseem to play a larger role
than local preferences in determining services offered by the local
public sector.

THE OUTLOOK FOR THE FUTURE

Like current services, future services will be strongly shaped by the
available sources of revenue. Hence, we close by examining three
prospective revenue sources, the characteristics of each, and impli-
cations of those characteristics.

The Implications of Procyclical Revenue Sources

The state of California recently faced a $10 billion deficit in its $57.4
billion general budget, its worst fiscal crisis since the Great
Depression. Part of the reason for this shortfall is that, like most
states, California relies on income and sales taxes as its principal
sources of revenue: since these taxes are procyclical, the revenue
they produced declined sharply during the recent recession.

Property taxes, in contrast, are usually relatively stable sources of
revenue since they are based on the assessed value of a home or
business property; reassessments are made only when a property is
sold. Property taxes therefore have tended to rise steadily and fall
infrequently. Any fall in the market value of a property during a re-
cession is not reflected in assessments unless the property is sold.
But property sales are generally less frequent during a recession, and
property tax revenues are thus shielded from fluctuations.
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The county relies on the state for half of its revenue, and the city re-
lies on the sales tax for just under a quarter of its revenue. Thus, each
is more vulnerable today to revenue downturns during recessions
than it was in 1977. T'.ie county is in a particularly tight squeeze since
expenditures on many of its public welfare functions are counter-
cyclical; that is, they rise during economic downturns just when rev-
enues are falling.

The positive side of this picture is that California's economy will re-

cover, and tax revenues will increase. Can local governments make
provisions for the bad times during the good? The state government
is obligated to retain a reserve fund to offset revenue effects of
economic downturns; it came under substantial pressure during the
current recession and ultimately was inadequate to offset the particu-
larly severe ongoing drop in revenues. Whether lawmakers can de-
vise mechanisms in the future to resist spending pressures on such
"rainy day" funds remains to be seen.

Whither the Property Tax?

Proposition 13 rolled back property tax rates to their 1975 levels,
placed a cap on rates, and limited their annual increase to at most 2
percent. However, when a property is sold, its assessed value is
based on the sale price. One might argue that the effects of
Proposition 13 will mitigate with time as properties turn over and as
new assessments come into effect. Since the 2 percent cap in the an-
nual rate of tax increase applies to transferred properties, however,
the effects of the initiative will continue to be felt, especially if real es-

tate values or inflation increases.

Thus, Proposition 13's limit on the rate of increase in property taxes
seems certain to hold them down as a share of local revenues.
Despite the dramatic increases in construction and property values
in Los Angeles during the 1980s, property taxes only held even at
their real 1977 levels, and they declined as a share of the city's gen-
eral budget.

But repeal or reform of Proposition 13 seems unlikely. The recent
U.S. Supreme Court decision in Nordlinger v. Hahn (1991) held
that Proposition 13 is constitutional, thus dealing a severe blow to
opponents of the initiative. In addition, although a proposition on



274 Urban America

the ballot this fall would raise the tax levy on business properties, it
would not affect residences.

In sum, although the property tax will continue to be with us, it
seems unlikely to resume its preeminent role in California local fi-
nance, and continued reliance on procyclical sales and income taxes
seems likely, despite their drawbacks.

Greater Reliance on Market like Mechanisms?

It is clear that either reductions in current service levels or tax in-
creases will be hard to enact. Current service levels in Los Angeles
are experiencing upward pressure brought on by continued demo-
graphic change and the weak economic recovery. At the same time,
there is downward pressure on current tax levels, or at least a solid
ceiling above these levels. Political resistance to increased personal
or business taxes is substantial, and there is a growing sentiment
within the state that the tax burden is damaging California's ability to
attract new jobs. 13]

With these realities in mind, it is not difficult to understand why user
fees and charges have grown more rapidly than other revenue
sources in the city of Los Angeles. Moreover, the rise in wholly or
partially self-financing single-function agencies or special districts is
consistent with this trend.

In general, many applaud the introduction of marketlike mecha-
nisms into government finance since they provide better signals of
the demand for services and promote efficient allocation of re-
sources. However, a major drawback to this approach is its dispro-
portionate impact on lower-income individuals for many types of
public service usage. That is, all users of these services pay the same
fee, and the fee thus amounts to a greater fraction ofa poor house-
hold's income. Hence, if all households can reasonably be expected
to use the service and especially if usage is concentrated among
lower-income households, concerns about equity may ultimately
limit the role of marketlike mechanisms.
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Prospects for Increased Federal Aid

A final and often heard solution to the fiscal dilemmas facing the na-
tion's cities and counties is a return to a greater federal role in financ-
ing local public services, especially now that the Cold War has ended
and cuts in defense spending loom. It would be wrong to draw too
many parallels between the "fiscal dividend" debate that accompa-
nied the end of the war in Vietnam and ongoing calls for a "peace
dividend," not least of all because the federal budget deficit has
grown substantially in the interim. Nonetheless, the historical basis
for increased federal grants is in place.

As Figure 15 shows, and as a forthcoming RAND report will argue in
detail, 141 about 75 percent of the federal budget is concentrated in
only five spending categories: defense and grants-in-aid to states
and localities, which are both relatively discretionary and are hence
aggregated in the figure; and the less-discretionary categories of re-
tirement benefits, Medicare payments, and net interest payments on
the federal debt. (Here, retirement benefits include the Old-Age and
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Survivors' Insurance component of Social Security, federal civilian
and military retirement benefits, and railroad retirement benefits.)
All other activities of the federal government make up the remaining
25 percent, with no one activity accounting for more than 3 percent
of the federal budget in 1989. Taken together, these categories have
been stable at around 75 percent of the budget since 1970.

This stability masks several important underlying shifts, however. In
particular, the increase in net interest payments, retirement benefhs,
and Medicare payments provides the long-term backdrop against
which recent federal fiscal history has been played out. As these cat-
egories have grown, the total of defense spending and grants has
declined, with other categories of federal spending adjusting them-
selves within the near-constant 25 percent of the budget.

However, Figure 16 shows that the decline in this total has not been
shared equally across defense spending and grants. Indeed, grants
have tended to rise just when defense spending has fallen. Thus, be-
tween 1970 and 1978, during the conclusion of the Vietnam War and
after, grants rose and partially offset the fall of defense spending as a
share of the federal budget. rletween 1978 and 1987, during the
Carter-Reagan defense buildup, the opposite occurred: grants de-
clined, while defense spending rose as a partial offset. Finally, since
1987, with the conclusion of the Cold War, defense spending has be-
gun to fall, and grants have risen weakly.

The reasons lwhind the trade-off between grants and defense
spending are complex, but we would 'jot go far wrong to think of the
federal governme. ,t as subcontracting out many of its responsibilities
to state and local governments and paying for the services that these
governments provide with grants-in-aid. 141 Some services, particu-
larly those connected with defense, social insurance, and finance, the
federal government provides itself. If it reduces outlays for these
functions, however, the federal government "buys" more of the sub-
contracted services for its citizenry from state and local governments,
the actual providers of most services. Since national defense is the
only large federal function that has fallen in recent decades as per-
ceptions of the external threat have periodically waned, it has tended
to trade against grants in the federal budget.

2cr,J .,1
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The implications of this metaphor for the future aredifficult to assess

because of calls for reduced federal expenditures and, hence, re-

duced deficits. In particular, it is always possible that the passing of

the Soviet threat will lead to reduced federal expenditures rather than

to reuirection of federal funds toward states and localities. More to

the point, grants are discretionary, and federal expenditures for re-

tirement, Medicare, and interest are less discretionary and are
growing. Hence, in the future it may be hard for grants to expand or

even to hold their own against these other categories, regardless of

what past spending trends suggest.

The state budget finally approved on the second of September dra-

matically affected local governments. Property and other tax rev-

enues were taken from local governments to balance the state's bud-

get. The city of Los Angeles will lose an estimated $53 million and the

county some $586 million. Health and welfare services will he most

severely cut, but other functions will be affected as well. Notably,

primary and secondary education will suffer a cutback in real terms.
Renewed economic growth will certainly alleviate some of the pres-

2
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sures on the fiscal situation in the city and county of Los Angeles, but
without a very strong recovery, more cutbacks in state aid are antici-
pated next fiscal year.

Increasingly, California's local governments will have to turn to their
own resources to finance services. So far, as the city has demon-
strated, they have been able to maintain service levels, even in the
face of lower property taxes and reduced intergovernmental aid. The
next few years will test their ability to continue to fund basic public
services out of their own pockets. Moreover, other services that have
been largely the financial responsibility of the state, such as schools
and health programs, may now fall to local governments. A basic re-
alignment of responsibility for funding local services is underway,
and Los Angeles is one of the laboratories in which the experiment is
being conducted.
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Chapter Eleven

Needed: A Federal Role in Helping
Communities Cope with Immigration

Georges Vernez

Over the last decade, Los Angeles, along with a half dozen other large
metropolitan areas, has experienced an unprecedented growth in in-
ternational immigration. Immigrants accounted for more than 60
percent of the three million population growth in the Los Angeles
consolidated metropolitan area, and similar or larger effects have
been felt in other areas.

Immigrants have contributed to the nation's economic growth, pri-
marily by providing a growing and relatively cheap and eager labor
pool. They have also enriched the nation's already unique cultural
diversity. At the same time, their sheer numbers, relatively high fer-
tility rates, relatively low wages, and competition for jobs and public
benefits place considerable demands on state and local jurisdictions
and may stress the sociopolitical fabric of the communities in which
immigrants are concentrated.

In the context of a steadily growing economy, these demands can
usually be accommodated. But they become more visible and in-
tense during periods of economic slowdown or stagnation. During
such periods, demands for public services by immigrants and their
children continue to grow while the local revenues to meet the de-
mands decline. At the same time, competition for jobs and public
services among immigrants and other groups may also intensify. At
worst, immigrants may become the symbol of an area's problems
and the target of recrimination and occasional violence.

In the past, federal immigration policy-making, which is the exclu-
sive prerogative of the federal government, has not been sensitive
to the costs that concentrated flows of immigrants impose at the
state and local levels. Now, however, since immigration is expected
to continue at peak levels throughout the 1990s, the local effects
of immigration and the fiscal capacity of local areas and of
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individual communities to integrate successive waves of immigrants
have emerged as significant policy issues. This essay outlines the key
dimensions of these issues and argues for the development of a
federal immigrant policy* in which the federal government would
assume some of the cost burden of public services to immigrants that
states and localities now shoulder by themselves. Requiring the
federal government to "internalize" the costs of its choices should
assure that the trade-offs made serve the broader national interest.

FEDERAL POLICY: REOPENING THE DOOR
TO IMMIGRANTS

The decade of the 1980s was marked by a wave of ithmigrants nearly
equal to the peak number who arrived in the first decade of the cen-
tury (see Figure 1). At that time, the surge of entrants eventually
sparked nativist feeling that led Congress to close the door to immi-
gration in the mid-1920s. The door remained closed for more than a
generation, allowing for the progressive intergenerational integration
of that earlier wave of immigrants and their children. During that pe-
riod, the foreign-born population in the country declined threefold,
from a high of 13 percent in the 1910s to less than 5 percent in the
1960s (Figure 2).

With the accelerated resumption of immigration since then, the pro-
portion of immigrants in the total population has once again in-
creased, reaching 8 percent in 1990. Nearly one of every two foreign-
born persons now residing in the country entered within the last
decade. They account for 40 percent of the 22 million 1980-1990
population growth in the nation and for more than half of that
growth if the U.S.-born children of immigrants are included.

Policy Changes Will Increase and Diversify Immigration

The 1980s were remarkable not only for welcoming the largest and
most diverse group of immigrants since the beginning of the century
but also for witnessing a comprehensive redesign of U.S. policy
toward refugees, undocumented immigrants, temporary immigrants,
and those gaining permanent immigrant status. Three new
statutesthe Refugee Act of 1980, the Immigration Control and
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Figure 1Immigration in 1980s Rivals Levels of 1900s

Reform Act of 1986 (IRCA), and the Immigration Act of 1990are the
most important components of this redesign./ Taken together, they
will increase the number of immigrants coming into the United
States. The key expansionary provisions include the following:

The number of legal immigrants allowed to enter the United
States each year will increase from about 500,01'0 in the 1980s to
675,000 or more between 1992 and the year 2000.

Refugees and asylees will remain outside that limit and can be
expected conservatively to add from 150,000 to 200,000 entries
every year, up from an average of about 100,000 in the 1980s.
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alncludes undocumented immigrants.

SOURCE: U.S. Census of Population.

Figure 2Foreign-Born Population in
the U.S. as a Percent of Total Population

The number of refugees to be admitted each year is set annually
by Congress and the executive branch, and that ceiling has been
exceeded and increased every year since 1988 under the
pressures of international events and regional conflicts. In 1992
the ceiling for refugees alone was set at 141,000. More than
60,000 asylees were added to that number. In light of the
profound international geopolitical changes and growing
incidence of regional conflicts throughout the world, we expect
these pressures to continue, if not increase. [l]
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In addition, the new laws provide for four new categories of immi-

grants that, over the long run, will significantly affect the size and
composition of immigration in the United States:

1. The largest amnesty program for undocumented immigrants ever
implemented by any nation, with more than 3 million applications
submitted in 1987 and 1988-1.7 million under the pre-1982 program

and 1.3 million under the Special Agricultural Workers (SAW) pro-

gram. The majority of applicants to both programs are Mexicans (75

percent), reside in four states along the U.S.-Mexico border (84 per-

cent), are between the prime working ages of 15 and 34 (64 percent),

and are male (67 percent). Nearly half are married (41 percent). Over

time, as amnestied immigrants become permanent immigrants and

eventually U.S. citizens, they will be able to bring additional immi-

grants into the country via family reunification.

2. An increase in each individual country's quota for legal immi-

grants from 20,000 to about 47,000. Countries most likely to benefit

are those with long waiting lists, including the Philippines (472,000),

Mexico (466,000), India (254,000), China, Korea, and Vietnam.

3. The creation of a "diversity" visa (55,000 annually starting in 1995)

to be granted to nationals from countries that had been sending few

immigrants to the United States under existing laws favoring family

reunification. This is likely to open the door to increased immigra-
tion from some European countries (e.g., Ireland and Eastern
Europe) and from Africa. Over time, immigration from such coun-

tries may also be accelerated through family reunification.

4. The establishment of a "temporary protected immigration status"

for a selected group of undocumented immigrants. Beneficiaries of

this status are not subject to deportation and are authorized to work.

Currently two groups are so covered: spouses and childre- of the

nearly 3 million persons granted amnesty under IRCA and r- tionals

from El Salvador and a few other countries experiencing civil strife.

The new law provides the seeds for extending this protection to other

groups as the need arises (e.g., undocumented nationals from war-

torn countries such as Kuwait, Lebanon, Liberia, and Somalia and
from repressive countries such as China). It also foreshadows the
possibility of subsequent amnesty and permanent immigration for

beneficiaries of that initially temporary, but legal, status. It is only a

matter of time before these immigrants will have established eco-

2



286 Urban America

nomic and social ties here and will not return voluntarily to their
country of origin, regardless of whether the conditions that pushed
them out have changed. In other words, these "temporary immi-
grants" should be considered permanently settled here and will soon
meet the conditions that prompted congressional passage of IRCA's
amnesty programs in the first place.

Undocumented Immigration Continues

While Congress has increased the range of opportunities for legal
immigration, it has also sought to stem undocumented immigratioi .
by making it illegal for employers to hire undocumented immigrants,
a path taken earlier by most European nations. Although IRCA's em-
ployer sanctions have been in effect for more than four years, ana-
lysts generally agree that the sanctions have only modestly reduced
entries of undocumented immigrants. [2,3,4,51 There was a brief
decline in that flow in 1987 immediately after the passage of the law,
but over time undocumented immigration seems to have regained its
pre-IRCA levels. This modest effect of the new law is due primarily to
two factors:

1. A low level of enforcement activity as initial governmental efforts
have focused on educating employers about the new law and on
seeking voluntary compliance.

2. The ease with which one or more of the 19 different acceptable
proofs of "work authorization" can be falsified and obtained on
the black market.

In the end, reducing undocumented immigration will depend largely
on the handling of three issues: whether an enforceable and rela-
tively fraud-proof documentation system can be developed and ap-
proved by Congress; whether enforcement of IRCA's employer pro-
hibition against hiring undocumented immigrants is eventually co-
ordinated with the enforcement of other labor laws; and whether
additional funding will be allocated for more aggressive enforcement
of the new law. Widespread concerns about protecting individual
civil rights and liberties and growing pressures to reduce the federal
budget deficit have put enforcement low on the scale of the nation's
priorities. It is likely to remain there for the foreseeable future. [61

2(' )
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Expected: 10 Million Immigrants in the 1990s

The current statutes assure the expansion of opportunities for immi-
gration, and undocumented immigration is likely to continue
unchecked. As a consequence, we can expect immigration to reach
one million a year or more during the 1990s. Arguably the current
economic recession might curtail this growth. However, family re-
unification and humanitarian immigration will continue to consti-
tute 80 to 90 percent of legal entries, and this type of immigration is

not likely to be sensitive to economic fluctuations, at least in the
short and medium run. Other pressures that could reduce immigra-
tion include public backlash generated by continuing pressures at
the local and community levels. As we will see later in this discus-
sion, such pressures are growing, but may be alleviated either by re-
newed economic and job growth and/or by federal policy actions.
Undocumented immigration is potentially most affected by a pro-
longed recession. Yet even in this case, a sizable portion of the im-
migration is family related or otherwise linked to social support net-
works, whose response may lag behind economic fluctuations in the
United States.

FROM NATIONAL POLICY TO LOCALIZED EFFECTS

For more than a century, formulating and enforcing immigration
policy have been the exclusive prerogative of the Congress and the
federal executive branch. But today, as in the past, the effects of
immigration policy are felt mainly at the local level, a fact that has yet
to be fully recognized by Congress, by immigration advocacy groups,
or even by analysts. The latter have typically taken a national per-
spective on how immigration affects the nation's economic growth
and whether immigrants take jobs from other groups of workers.
Analysts have also tended to take the long-term view, neglecting the
significant geographic concentration of immigrants in specific areas
of the nation and the consequent short- and medium-term strains on
those affected areas. 161 In fact, as we shall see below, the geographic
concentration of immigrants is increasing over time, and their
socioeconomic characteristics distinguish them in important ways
from native residents.

2 ('.1 I
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Concentration of Immigrants Is Increasing

Between 1980 and 1990, 8.7 million new immigrants (legal and un-
documented) entered and remained in the country. Seventy-one
percent of these immigrants reside in just five states: California, New
York, Illinois, Florida, and Texas (Table 1). These new immigrants
joined 11 million earlier immigrants, 66 percent of whom also live in
these five states. Because of the now well-documented self-
reinforcing development of social networks of immigrants, (7,81 we
can expect the trend toward geographic concentration to continue
throughout the 1990s.

Tabl- 1

Foreign-Born Population by State, 1980-1990

Contribution of
Foreign Born Immigration to

Foreign Born, in Total Foreign Born 1980-1990
1990 Population, Entering, Population

State (in 1990 (%) 1980-1990 (%) Growth (%)
thousands)

California 6,459 22 50 54
Florida 1,506 12 44 26
Illinois 952 8 39 908a
New York 2,859 16 42 275a
Texas 1,245 7 58 26

United States 19,767 8 44 ,
"Values in excess of 100 percent rr ean international immigration has substituted for a
decline in native-born population
SOURCE: Calculated from Census of Population and I lousing, 1990, STF-3.

Relative Concentration Increases as
Size of Jurisdiction Decreases

The relative concentration of immigrants increases as the size of the
jurisdiction decreases. Within a state, about 80 percent of immi-
grants are concentrated in the largest metropolitan areas. With the
exception of New York and Chicago, these metropolitan areas have
been among the fastest-growing areas in the country, expanding at
rates two to three times the national average. In these areas, inter-
national immigrants in the last decade have accounted for 60 to 100
percent of population growth (Table 2). In New Yof. and Chicago,
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290 Urban America

international immigrants have offset an otherwise large out-migra-
tion from these areas, with the net effect of maintaining a relatively
stable population.

The inverse relationship between concentration of immigrants and
size of jurisdiction is further illustrated in Table 3, which shows the
proportion of foreign born for various jurisdictions within the Los
Angeles metropolitan area. In many of these jurisdictions, immi-
grants account for all growth or have replaced a previously black or
white population. As Sam Roberts of the New York Times noted
(August 1, 1992, p. 7), if metropolitan areas and cities within those
metropolitan areas seem foreign to the rest of America, and for that
matter to the natives remaining in those cities and surrounding ar-
eas, it is because they are.

The most visible effect of this concentration is growing ethnic diver-
sity. Already no one ethnic group is a majority group for most central
cities in these areas. As Peter Morrison puts it, "the term 'minority' is
becoming increasingly obsolete." [9]

Socioeconomic Characteristics of Immigrants

Increasing numbers and increasing concentration are not the only
salient characteristics of recent immigrants. The demand for public
services and the income from tax revenues in a jurisdiction are in
part determined by the socioeconomic characteristics of its popula-
tion, including its growth, age, sex, education, and income distribu-
tion. For immigrants, these characteristicsand how they differ
from those of native-born residentshave been relatively well doc-
umented, although their implications have yet to be fully recognized
in federal, state, and even local public policies.

Age and sex. As in the past, newly arrived immigrants are generally
younger than the native population, evenly distributed between
males and females, and just as likely to be already married (or to
marry) as the native population. There are, of course, variations de-
pending on the country of origin and on the category of immigrant.
For instance, Mexican immigrants, who constitute the largest group
of new immigrants (about one-third), are somewhat more likely to be
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males than are other immigrants. But in general, this broad-brush
portrait is valid. [10,111

In addition, most groups of immigrants have higher fertility rates
than native women. lasso and Rosenzweig show that the number of
children born to immigrant women who entered the country be-
tween the ages of 15 and 24 in 1970 exceeds that for native-born
women of the same age by 27 percent for Western Hemisphere
women, by 5 percent for European women, and by 1 percent for
Asian women. [12] They also show that fertility rates of the more re-
cent female immigrants have been increasing. This trend is occur-
ring at the same time that there are more female immigrants who are
younger, particularly if they come from the Western Hemisphere.
This combination of higher fertility rates and younger population
implies higher demand for elementary, secondary, and adult educa-
tion and some health services, particularly those associated with
prenatal and postnatal care.

Education. The new wave of immigrants has relatively low levels of
education, and the educational gap between native-horn persons
and newly arrived immigrants has been increasing since the 1960s.
[10,11,13] This is best illustrated by examining the school deficit of
male Mexican immigrants who entered the country within the five
years preceding the various decennial censuses. The ratio of
Mexican immigrants completing eight years or less of schooling to
other immigrants and to natives has increased from 1.5 to 3.2 and
from 2.5 to 5.1, respectively, between 1960 and 1980 (Table 4).

Data for the period from 1980-1990 are not yet available, but there
are indications that these trends may have been magnified by the
Refugee Act of 1980 and IRCA. l'he average schooling completed by
the amnesty population in their country of origin is 5.6 years. [14]

Economic status and mobility. In pat , 'lecause they have less edu-
cation, immigrants command lower earnings and experience higher
unemployment rates than the native born; thus they are at somewhat
greater risk for needing publicly supported services such as medical
care and income transfers. In 1980 immigrant households were only
slightly more likely than native households to receive welfare, 9 per-
cent versus 8 percent, respectively. However, Mexican immigrants

(- s
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Table 4

Schooling of Natives, Immigrants, and Mexican-Born Immigrants
Aged 18 or Older, 1960 and 1980

Schooling

1950-1960 Cohorts 1%1.. _

Native, Immi- Mexican-
1960 grantsa born

197(1-1980 Cohorts (T)

Native, Immi- Mexican.
1980 grantsa born

8 years or less 32 52 80 13 21 67

2 or more years
college 15 13 4 28 40 7

%dudes foreign born from all countries except Mexico.
SOURCE: Author's tabulations from the 1960 and 1980 Public Use Sample of the U.S.

Bureau of the Census.

were nearly +mice (12 percent) as likely as the native born and other
immigrants to receive welfare. f 11)

Low levels of education also imply that most immigrants enter with
little or no knowledge of English, which places pressure on the adult
education system to provide English as a second language (ESL)
classes and basic literacy instruction.

The prevalence of relatively low levels of education and resulting low
wages is related to a third well-documented characteristic: economic
mobility and sociocultural integration occur primarily across genera-
tions, not within the first generation of immigrants. Although the lit-

erature is replete with anecdotes of immigrants who have made it big
in America, the average adult immigrant experiences little if any eco-
nomic mobility relative to the native born throughout his lifetime.
Put another way, the wage differential at which an immigrant starts a
career in the United States is the wage differential at which he retires.
However, the wage differential is significantly smaller for children of
immigrants born here and for immigrants who entered as children or
adolescents and hence received part or all of tneir schooling in the
United States. 113,151 These findings underscore the vital role U.S.
education has played in the mobility of immigrants' children and the
vital role it is once again being called on to play for millions of
children of immigrants and immigrant children who will be pouring
into the school systems of the country's largest metropolitan areas.

2
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EFFECTS OF INTERNATIONAL IMMIGRATION
ON LOCAL JURISDICTIONS

How do immigrants affect local jurisdictions? To answer this ques-
tion, we need to know how immigrants affect the demaml for the full
range of public services primarily funded by state and local govern-
ments and how immigrants affect the jurisdictions' ability to pay for
these services. Neither of these questions has been systematically
and fully addressed in past research. But an examination of the
available studies, coupled with the socioeconomic characteristics we
have just described, suggests the following pattern:

A few states and counties bear a disproportionate share of the
costs of the socialization, education, and social support of immi-
grants.

As immigration has increased over the last decade, these juris-
dictions are increasingly unable to meet the demand for public
services--not only from immigrants, but from all segments of
their population.

Implications for Local Jurisdictions: Demand for Services

Education. Immigrants make their largest service demand in educa-
tion. Education also represents the largest component of states'
budgets and constitutes a significant portion of local county and/or
city budgets. In California, for instance, education constitutes 40
percent of the state budget. There, the state cevers 61 percent of
K-12 expenditures, local districts provide 21 percent, and the federal
government funds 7 percent. This pattern generally holds nation-
wide, with a long-term trend toward increased state and local partic-
ipation and declining federal participation. In addition, two recent
U.S. Supreme Court rulings have broadened state/local responsibility
in this area, first by mandating equal access to K-12 education for the
children of undocumented immigrants (Plyler v. Doe, 1982), and sec-
ond by requiring greater state and local attention to language-minor-
ity students (Lau v. Nichols, 1974).

Concentrated immigration has significantly increased school enroll-
ments in the districts most affected. Nearly four out of five recent
immigrant students (those who have lived in the United States for
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three years or less) attend schools in California, New York, Illinois,
Florida, and Texas, and a startling 45 percent of them are enrolled in
California. In that state alone, new schools and classrooms must be
built or otherwise created to accommodate from 180,000 to 200,000

new pupils every year throughout the 1990s. Schools in the same five
states serve two out of every three students of limited English profi-
ciency (LEP). 1161

For the largest school districts in these states, recent immigrant stu-
dents represent from 5 percent of total enrollment (Chicago and
Houston) up to 15 percent or more (San Francisco and Miami), with
New York and Los Angeles in between with 8 and 10 percent, respec-
tively. Should recent trends continue, as they are expected to do, the
number of these student immigrants will increase by about 10 per-
cent a year. [161

In addition to coping with the sheer numbers, the states and school
districts most affected are confronted by a number of additional
funding, educational, and logistical problems that are uniquely
stimulated by the immigrants' linguistic diversity and by special
needs stemming from the rigors of immigration and adjustment to a
new environment. A recent study of school districts most affected by
immigration by Hill and McDonnell 1161 and a review of the literature
in Vernez and McCarthy [61 identified a broad range of coping
difficulties, including continuing problems with instructing students
with limited English proficiency; inadequate academic preparation,
particularly pronounced among children of junior high and high
school age; high turnover and high absenteeism among immigrant
students and children of immigrants; lack of materials in students'
primary language and shortages of trained bilingual teachers and
aides; and adjustment problems for some immigrants, particularly
refugees, who suffer from severe emotional stress due to violence
they have witnessed, deprivation they have experienced, or simply
long separations from one or both of their parents.

All of these add to the budgetary needs of those school districts that
by all accounts (see Chapter Five) already lag in local capacity to
meet the educational and social needs of their students, a majority of
whom are minorities (7 )ble 5).

3o:t,
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Table 5

High Immigration Central Cities or Counties
with a Majority of Minorities, 1990

Total
Central City or Population White Hispanic Asian Black

County (in thousands) (%) (%) (%) (%)
New York 7,322 43 24 7 26
Chicago 2,783 38 20 4 39
Los Angeles 3,485 37 40 9 13
San Francisco 724 47 14 28 11
Miami (Dade Co.) 1,937 30 49 1 19
United States 248,710___ NAa 9 3 12.._...
aNA means not available.
SOURCE: Census of Population and Housing, 1990, STF-3A.

Adult education (for basic literacy, ESL, and vocational education) is
another service for which demand by immigrant adults may be out-
stripping the ability of the states and districts to provide. Although
the fifth national education goal, driving ongoing national efforts to
reform schools, states that "Every adult in America will be literate
and will possess the knowledge and skills necessary to compete in a
global economy and exercise the rights and responsibilities of citi-
zenship," adult education has been, and continues to be, the most-
neglected area of education, not only for immigrants but for all
adults. Two recent studies that focused on the use of adult education
by the 2.7 million IRCA amnestied population are suggestive of this
latent demand. [14,17] In 1987 states offered ESL/citizenship classes
to amnestied immigrants: the size of the demand exceeded by 100
percent the highest state estimates. In California statewide enroll-
ment (in 1988 and 1989) in these classes doubled, and the entire
adult education enrollment increased by one-third.

This group's future economic prospects depend on access to basic
adult education: about two-thirds attended six or fewer years of
school in their native countries; more than one-third are not literate
in their native language; and nearly two-thirds have such low
proficiency in English that they would have difficulties functioning in
other than entry-level jobs, in most job training programs, and in the
community. [14]
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Demand for other services. In general, we lack definitive, aggregate
information about how immigration affects the demand for or use of
other public services. Generally, rapid population growthfed pri-
marily by immigrationplaces disproportionate demands on those
services that are primarily the responsibility of state and local gov-
ernments, including public infrastructure (roadways and highways,
water and sewerage), public safety (police and fire), social and cul-
tural services (parks and recreation, libraries), and public health.
Recent immigrants may be especially heavy users of some services,
not because they are immigrants per se, but because, hampered by
poor education and inadequate English, they have lower incomes. As
a consequence, they must turn to public rather than private services
when in need. For instance, 39 percent of Hispanics, a large percent-
age of whom are recent immigrants, and 22 percent of Asians lack
health insurance compared with 14 percent for whites. For His-
panics, this proportion has increased by more than 50 percent in the
last 20 years. 1181 Again, California, Texas, Illinois, New York, and
Florida, the magnet states for immigration, have the largest inci-
dence of uninsured among the Hispanic populationabout 40 per-
cent.

Implications for Local Jurisdictions: Ability to Pay
for Public Services

The available evidence suggests three reasons why the states and lo-
calities most affected by international immigration are feeling finan-

cially pinched:

1. Tax revenues from immigrants do not fully cover the costs of the
state and local services they use, at least in the short run.

2. Jurisdictions are vulnerable to economic fluctuations.

3. There are conflicting priorities among population groups.

Paying for services to immigrants. Whether immigrants "pay their
way" for the public services they receive is possibly the most contro-
versial issue pertaining to immigration. Estimates can be found to
support either side of the argument, and all suffer from serious
methodological deficiencies. Still, with the growing attention given
this issue and as studies at all levels of government become more
numerous, a pattern begins to emerge: the fiscal burden of blunt-
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grants increases as the size of the jurisdiction decreases, ranging from
neutral or even positive at the national level, to neutral to negative
at the sta te level, to negative at the local (countylcity) level.
[15,19,20,21,22,23,24,251

This sliding scale of fiscal effects appears to stem from the complex
interplay between the sources of federal, state, and local revenues
and variations in the level of government responsible for funding the
services that immigrants most use. Recent estimates of the county
costs of services to immigrants in such places as San Diego and Los
Angeles suggest that these services may represent a sizable portion of
the current budgets in those counties, even adjusting for politically
motivated upward biases in the estimates.

Counties and states not only bear a disproportionate share of the
costs of the socialization, education, and social support of immi-
grants, they are also constrained by their constitutional requirement
to balance their operational budgets on a yearly basis. This require-
ment seriously reduces a jurisdiction's ability to respond flexibly to
demands for services. For example, educationthe service most
demanded by immigrants--is both a consumption good and an in-
vestment in the future. But states and locals cannot borrow against
their future revenue to finance the operating costs of providing it.

Vulnerability to economic fluctuations. Even without further immi-
gration, demand for the services we have discussed above will grow.
This is particularly to be expected from the three million amnestied
population, whose eligibility exclusion from certain services will ex-
pire in 1992 and whose newly gained permanent status is expected to
result in increased demand over time. Ill] And, for the reasons we
discussed earlier, immigration will almost surely grow at an in-
creasing rate throughout the 1990s, thus intensifying the demands
placed on the affected communities. But in the current environment
of sluggish economic growth and high unemployment, the funding
ability of these states, counties, cities, and school districts to meet the
growing demand diminishes. The gap between demand and capabil-
ity is even wider in jurisdictions experiencing continuing and grow-
ing immigration: most experts agree that the one group whose job
opportunities and wages are consistently reduced by successive
waves of immigrants are the immigrants themselves, both the new-
comers and those already here. 1111 As more immigrants try to enter
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the job market, incomes and employment fall; the result is increased
demand for public services and decreased contributions through
taxes to cover the costs.

The results of this service pinch are dramatically illustrated by the
plight of affected school districts:

Los Angeles' total funding fell nearly 20 percent between Snptember
1990 and January 1992. Chicago anticipates a $220 million deficit in
1991-1992, on a $2.4 billion budget. Chicago's annual deficit is
expected to exceed $500 million within 5 years; New York City and
Dade County face years of deficits approaching 10 percent of their
prolonged budgets.

All the districts are suspending or abandoning activities that their
boards had considered essential elements of program quality. The
cuts have immediate effects on student services. Los Angeles,
Houston, and New York have increased pupil-teacher ratios and
New York has cut costs by furloughing teachers and students for
periods during the school year. Miami has slowed the construction
of schools in overflow areas, and all have cut back on maintenance
and repairs. Chicago's central office, already cut by a school-
centered reform movement, will face even deeper reductions due to
the budget deficit. Chicago will also further defer an estimated $1
billion in critically needed maintenance and repairs, continue a
freeze on teacher hiring, and increase class size in all schools. All
districts have reduced extracurricular activities and supportive
after-school services. Most Los Angeles schools have gone to year-
round schools. New York has suspended special training programs
designed to help immigrant professionals become bilingual and ESL
teachers, and all districts have curtailed the hiring of replacement
teachers. 116, p. 181

This budgetary crisis is being repeated in Sacramento and Los
Angeles (county and city), in Albany and New York City, in
Springfield and Cooke County, and in Tallahassee and Dade County.
The 1992 budgetary deadlock first in Albany and then in Sacramento
are only symptoms of the difficult trade-offs that must be made when
demand for public expenditures badly outstrips public revenues.

Conflicting priorities. Many have observed that increased fragmen-
tation among subgroups of the population may be eroding the
country's ability to reach consensus on vital domestic and interna-
tional issues (i.e., the development of a policy-making "gridlock" at
all levels of government). Increased immigration itself is fueling in-
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tense debate that pits the needs for education, training, and other
services for the younger age groupsin which immigrants are cur-
rently disproportionately representedagainst the needs of the
growing elderly population, which is disproportionately native born,
the natives' desires to control growth and preserve the environment
against the need to create jobs for the newcomers, and the rights and
entitlements of the native born against the targeted benefits and en-
titlements of immigrants. This growing political pluralism is highly
visible in those jurisdictions experiencing immigration, but it is also
emerging as an issue across the nation. It is at the heart of the fights
over local decennial redistricting and drives the debate about how
immigrants, who cannot voice their priorities on public issues be-
cause they have not yet acquired citizenship, should be represented
in the public dialogue.

TOWARDS A NEW FEDERAL ROLE

We have argued that the costs of the federal government's open door
policy and its inability or unwillingness to effectively stern undocu-
mented immigration fall primarily on a few state and local jurisdic-
tions and that these jurisdictions experience increasingdifficulties in
meeting those costs. Until now the federal government has had little
or no incentive to cover these costs for several reasons:

1. Immigration is perceived as having long-term positive socioeco-
nomic benefits for the nation as a whole, and research generally
supports this view.

2. The costs of immigration are concentrated in a few jurisdictions,
making it difficult in our federal system to muster political
support for federal intervention.

3. The phenomenon we are observing today is barely a decade old,
and it has taken an unusually long and deep recession to make
the "problem" visible and urgent.

Why should the federal government bear some of the costs of its
immigration policies now?

Only the federal government can effectively intervene to control
the number of immigrants entering the country. Shifting to the
federal government responsibility for the public corts of pro-

3H3



Helping Communities Cope with Immigration 301

viding services to immigrants would have a moderating influence

on federal immigration policy.

A finite number of states and local jurisdictions do not have the

resources to meet the current demand for services by immigrants

and are constitutionally prevented from borrowing from future

revenues to cover the operational costs of providing these ser-

vices. The nation's long-term economic growth and competi-
tiveness as well as the attainment of its national educational
goals will be threatened if those areas of the country most af-
fected by immigration falter, as they are giving signs of doing.

To address these issues, federal immigration policy should shift to

the federal goverr ment a portion of the incremental costs currently
being borne by a iew states and localities for the services they provide

to immigrants. This objective could be achieved by means of one or

a combination of the following:

First, targeted federal funds should be made available to the local

institutions funded primarily with state and local funds that are most

affected by the influx of immigrants and their children. As we have
discussed, these are primarily educational institutions ranging from

early childhood to K-12, adult education, and community colleges.
However the purpose of this assistance should be to improve and

sustain the capacity of these affected institutions to serve all stu-
dents, the majority of whom are minorities, whether immigrants or

native born.

Second, general assistance should be provided to partly compensate
localities for costs they incur as providers of social and health ser-
vices of last resoft as well as for general services. This assistance

could be augmented during recessionary times and reduced or
phased out during periods of local economic growth.

Third, the federal government should standardize the requirements
for existing federal, social, and other entitlement programs for which

immigrants are eligible. Currently, eligibility for federally funded

programs varies across categories of immigran Although the fed-

eral government has legitimate foreign and domestic policy reasons

to set different standards of entry for different types of immigrants, at

the local level these distinctions are irrelevant. A public hospital
emergency room is compelled to provide service to an undocu-
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mented immigrant just as it is to a legal immigrant. The latter may be
eligible for Medicaid; the former is not. A legal immigrant temporar-
ily without a job is just as r.:?.edy as a refugee without a job. Yet the
latter is ehgible for some federai benefits, while the former is not.
We recognize that whether to provide eligibility for federal programs
to undocumented immigrants is a thorny question. Arguably, ex-
tending federal program benefits to undocumented immigrants may
be an additional incentive for them to come to and stay in the United
States. But this argument carries little weight because it ignores the
fact that immigration status makes no difference to many local ser-
vice providers who usually lack the legal authority to ask about status
or to deny service because of it. Pragmatic federal recognition of
state (and by derivation local) constitutional obligations to serve all
immigrants, regardless of status, is long overdue. The intent here is
less to broaden eligibility for services not currently being provided to
immigrants, including undocumented immigrants, than to restore an
appropriate balance in regard to who pays for the services.

Developing an effective and equitable federal immigration policy
along the principles outlined above cannot be done in an informa-
tion vacuum. We lack systematic information about the pattern of
public services used by different groups of immigrants; the effects of
public service use on the nature and speed of immigrants' linguistic,
economic, ai social integration and that of their children; and the
budgetary, institutional, and community relations effects of sus-
tained cumulative waves of immigrants on local jurisdictions. We
particularly need to understand this last set of issues to help define
what is meant by the concept of "local community absorptive capac-
ity" (i.e., the ability of a given area to absorb large numbers of immi-
grants effectively). The term "absorptive (or carrying) capacity" is
often used to suggest that there is a limit to the number of immi-
grants a community can assimilate without threatening national and
local values, generating a political backlash, and placing unmanage-
able demands on resources and existing institutions. We simply do
not know where this limit is, or how it is delineated under various cir-
cumstances, but we can and should try to find out.

These proposals, although individually not new, remain controver-
sial. They overlap current efforts to redefine national domestic poli-
cies in the areas of education, health, and entitlement programs.
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And, most important, they interact with immigration policy. The
federal government has the power and the means to regulate the flow
of refugees and of legal and undocumented immigrants to levels of
its choosing. Internalizing the costs of its choices should help ensure
that the trade-offs it makes serve the broader national interest.

NOTES

*Although they are related, we make an important distinction between immigration
and immigrant policies. Immigration policy is the set of laws, regulations, and pro-
grams that determine and enforce the number and characteristics of immigrants al-
lowed to enter and work in the United States. By contrast, immigrant policy is the set
of laws, regulations, and programs that facilitate the social adjustment and entry into
the work force of immigrants once they have come to the United States.

tSee Rolph, Elizabeth I., Immigration Policies: Legacy from the 1980s and Issues for the
1990s, Santa Monica, Calif.: RAND, R-4184-FT, 1992, for a comprehensive review of
how these three pieces of legislation have altered the rules governing eligibility for
legal status, the benefits available to immigrants, and enforcement strategies.
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Chapter Twelve

Providing Health Care for the Uninsured
and Underinsured in Los Angeles County

Robert E. Tranquada and Peter A. Glassman

INTRODUCTION

Los Angeles County, like many local governments, plays an impor-
tant role in providing medical care to people who cannot afford to

pay for it, These people, primarily the uninsured and "underin-
sured," use the county-operated health care system primarily
because they cannot readily pay for their care in the private health
sector.

The uninsured are often in poverty or near poverty. They do not
have medical insurance because they are unemployed, have jobs that

do not offer health benefits, are dependents of those whose jobs do
not offer health benefits, and are not eligible for public health insur-

ance. In some instances, some of the uninsured work in firms that

offer health insurance, but they do not take the offer. The uninsured
depend on charity care from private providers or, for the most part,

on county-operated hospitals and clinics which are required by law

to act as providers of the last resort, serving all regardless of their

ability to pay.

The underinsured are individuals and families whose insurance does
not cover all their health expenses (including costs incurred for pre-
existing conditions) or who cannot meet their deductibles or copay-

ment costs. Moreover, the underinsured population includes those
Medicaid beneficiaries whose insurance is not readily accepted by
private providers.

Both the uninsured and underinsured receive care from a variety of

sources for their health needs. These sources include the county-
operated health care system, universityhospitals (some of which are

associated with county health services), and community hospitals;
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the Veterans Affairs Medical Centers provide care to a number of
veterans who are poor and who have no other health insurance
coverage. The county system, which provides a substantial amount
of outpatient and inpatient care to those without adequate
insurance, includes six county hospitals (four with emergency
departments), 41 public health clinics, and six comprehensive health
centers. In addition, there are about 70 privately operated free and
community clinics in Los Angeles County. The uninsured and
underinsured also use those private physicians or hospitals who treat
the uninsured for low or no cost or who readily accept Medicaid
(known as Medi-Cal in California) payments.

Although the county-operated health care system receives funds
when it serves insured persons (primarily Medicaid eligibles as well
as small numbers of Medicare recipients and privately insured indi-
viduals) and through direct grants from the state, the county itself
must cover the remaining costs. The county devotes substantial re-
sources to health care, but these funds are inadequate to prevent
overcrowding and long delays for both inpatient and outpatient care.

National or statewide reforms, such as universal health insurance or
broader employer coverage, could ease the burden on county fi-
nances by providing new sources of revenue to pay for the care of the
currently uninsured and underinsured. But the prospects for broad-
ranging reform are uncertain, and in the current fiscal climate, Los
Angeles is unlikely to receive increased assistance from the state; if
anything, the prospects in the near term are for further cuts in state
aid to local governments. As a result, it is more important than ever
that the county make the best use possible of existing resources,
public and private.

In the following discussion, we identify who turns to the county for
care; then we describe the county health care delivery system and
where it falls short of meeting the needs of those who use it. Finally,
within the limits of the existing mix of public and private resources,
we suggest some steps to improve health care in Los Angeles County
for the population in need.
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WHO ARE THE UNINSURED AND UNDERINSURED?

The private health care system is designed to meet the needs of indi-
viduals and families who have private health insurance or who be-

long to health maintenance organizations (1-1M0s); with some
exceptions discussed below, these groups are able to obtain needed
health care from private providers. However, although the private
sector also provides some care to the uninsured and a significant
amount of care to the Medi-Cal population, it does not effectively
serve all the uninsured and underinsured. These are the individuals
who rely primarily on the county-operated health care system and on

privately operated clinics.

The Uninsured

The uninsured use the public health system because they cannot of-

ten afford the out-of-pocket expenses necessary to pay for care with-

out support from health insurance. In Los Angeles County, this
group primarily consists of the unemployed, the poor, and non-
covered workers and their families, who are not eligible for public
health insurance programs.

A UCLA School of Public Health Report estimated Los Angeles
County's uninsured population in 1989 at about 2.7 million people,
roughly one-third of the county's 8.9 million 1989 population.
According to the study, Los Angeles County had the highest unin-
sured rate among the 30 largest metropolitan statistical areas in the

country. IIJ

Nationally, the uninsured are disproportionately young, male, black,
and Hispanic, below or slightly above the poverty line, and unem-
ployed. 12,3,4,51 Some of the poorest, as well as other eligible persons
(such as pregnant women), do receive coverage under Medi-Cal. The

poor aged are almost always covered by health insurance, such as
Medicare. Medicare, which is readily accepted by most hospitals and
physicians, covers about 99 percent of persons 65 years and older. 161

In Los Angeles County, the number of uninsured persons is swelled
by three factors: the relatively high percentage of workers without
health insurance, the large number of undocumented immigrants
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and homeless, and more recently, the unemployed, whose numbers
have increased due to the recession.

Workers without health insurance. Although reliable data is not
availabie for Los Angeles County, proportionately fewer California
workers receive health insurance from employers than the national
average; only 56 percent of working Californians receive insurance
from their employers, compared with 64 percent elsewhere in the
United States. [11 The problem is especially acute for working
Hispanics (40 percent with work-related coverage) and blacks (52
percent with work-related coverage). Eighty-seven percent of the
uninsured in California have jobs or are in a family headed by at least
one working person; 65 percent of the uninsured are full-time
employees or dependents of full-time employees.

Companies that do not offer health insurance are typically small
(under 25 employees). 171 Workers' health insurance is particularly
expensive for small employers because of high administrative,
underwriting, and sales costs, which can amount to 30 percent of
premiums. [8] For-low income workers who do not have work-
based group health insurance, the cost of individual coverage is often
prohibitive.

Undocumented immigrants and the homeless. Los Angeles County
has a large population of undocumented immigrants, estimated
somewhere between 660,000 and 770,000. [9,101 Many, except
pregnant women, are ineligible for Medi-Cal because federal
legislation specifically bans spending federal funds for this group
except for emergency conditions and pregnancy-related care. Most
are believed not to have other health insurance and some who are
eligible for Medi-Cal are afraid to apply for fear that it will lead to
deportation.

The homeless, numbering around 35,000 to 50,000, 1111 also have
difficulty obtaining Medi-Cal; in many cases because they are ineli-
gible unless they are also disabled, blind, or have dependent chil-
dren.

The unemployed. The recession helps swell the number of un-
insured because economic pressures cause some firms to drop
workers' health insurance and some people lose insurance when
they become unemployed. Although Congress sought to help laid-off
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workers through a 1985 law designed to let them continue their
health insurance coverage after a layoff, many of the unemployed
cannot afford the monthly premium they are required to pay.
Moreover, this law does not benefit those who had no health
insurance while employed. [121

The Underinsured

This g:oup includes Medi-Cal recipients who cannot always depend
on private practitioners and hospitals because Medicaid has limited
acceptance among many providers. Also within this group are indi-
viduals with medical problems (such as pre-existing conditions) not
covered by their insurance, those who have exhausted their insur-
ance benefits, or those who cannot meet their deductibles or copay-
ments. Although data is not available for Los Angeles or California
specifically, national data suggest that as many as 26 percent of
nonelderly Americans are underinsured. 121

Medi-Cal, whose recipients account for a large number of the under-
insured, covers families who receive welfare, the disabled poor, and
adults with incomes below or near the poverty line. Medi-Cal eligi-
bles in California comprise about 9 percent of the state population
[11 and roughly 10 percent of the population in Los Angeles County.
[131

Medi-Cal patients use both the private sector and county facilities for
their health care. A number of private as well as county hospitals
contract with the state government to care for Medi-Cal recipients.
But the proportion of Medi-Cal eligibles using county hospitals is
disproportionately high: the county system has 9 percent of the total
acute hospital beds (see below) but accounts for 30 percent of all
Medi-Cal inpatient days in Los Angeles County. [3]

THE LOS ANGELES COUNTY HEALTH CARE SYSTEM

The county health system is, by law, responsible for those persons
who cannot find health care from other providers or facilities. In
1937 section 2500 of California's Welfare and Institutions Code for-
malized the obligation of the counties to provide access to health
care for the medically indigent now found in section 17000 of the
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1965 code: each county is charged, by law, to "relie,r2 and support
all ... poor, indigent persons, and those incapacitated by age, disease
or accident," when these persons are not "supported and relieved by
their own means, or by state hospitals or private institutions."

Historical Background

Los Angeles County has operated its own hospital system since 1878,
when Los Angeles County General Hospital was founded. The
Department of Health Services (DHS), created in 1972 by combining
the departments of Hospitals, Mental Health, Public Health, and
Veterinary Services, currently oversees the county's hospitals as well
as its health clinics and centers. The county system in 1992 included
six county hospitals, six comprehensive health centers, and 41 public
health clinics.

The county system has, over the past 25 years, attempted to address
the inequitable geographic distribution of hospital beds and medical
care noted in the aftermath of the 1965 Watts civil disturbances. The
opening of Martin Luther King Hospital (now King/Drew Medical
Center) in South Central Los Angeles in 1972 and the opening of
Olive View Hospital in the San Fernando Valley in 1982 have allevi-
ated some of the inequality in access, but the population in need has
substantially increased. The county has announced plans to build
another hospital to serve the East San Gabriel Valley, and if con-
structed, that facility will complete the planned redistribution of
county beds.

Financing the County System

The county's health services and facilities are financed by revenues
from a number of sources, including property tax dollars (covering
about 20 percent of costs), private funds and insurance, Medicaid
and Medicare, and state and federal grants. All of these sources to-
gether do not provide sufficient funds to meet all of the county's
health needs. In fiscal year 1991-1992, the Los Angeles County sys-
tem provided approximately 3.5 million outpatient visits and 178,000
inpatient admissions at a total budget (from all sources) approaching
$2.2 billion. Over $300 million was provided by the county for un-
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compensated care. 114,151 County hospitals' revenue for inpatients
was derived from Medicare patients (3 percent of total revenue),
Medi-Cal (60 percent), self-paying or uninsured patients (27 per-
cent), and private insurance, including workers' compensation (10
percent). (141.

The county has not increased its health care subsidy in parallel with
increased health needs and costs: while the county population rose
from 7.5 million in 1980 to 8.9 million in 1990 and while the popula-
tion in poverty increased from 980,000 (13 percent) to 1,308,000 (15
percent), the Los Angeles County health care subsidy, adjusted for
consumer price inflation, fell from $384 million to $316 million. Per
capita health care expenditures for persons in poverty also fell, from
$390 in 1980 to $242 in 1990 (all figures in constant 1990 dollars). 1161
This has occurred during a 10-year period when health care ex-
penditures throughout the United States have risen at roughly twice
the yearly rate of inflation. 1171

Medi-Cal payments, which support a great deal of the county's
health care, have at best kept pace with the growing Medi-Cal patient
load in California. In 1990 the average monthly number of eligibles
was about 3.5 million, up from 2.8 million in 1980. Total Medi-Cal
spending (in constant 1990 dollars) rose from about $5.3 billion to
$6.6 billion over that time, but the average per capita real monthly
expenditure stayed at about $155 per recipient. 1131

In recent years, the county received new revenues from the
California Tobacco Tax Initiative, federal immigration reform legis-
lation, and nonMedi-Cal state funds. In spite of these added rev-
enues, county expenditures per inpatient day have declined signifi-
cantly when compared with other noncounty hospitals in California.
In 1980 the average expenditure by Los Angeles County hospitals per
inpatient day exceeded the average reported expenditure per inpa-
tient day for all California hospitals. In 1992, however, county ex-
penditures had dropped to 75 percent of the statewide average per
inpatient day. (181 This relative decline (which may be due to a
number of causes, including inflationary pressures in the private
health sector and/or to decreased county health expenditures) points
to an inability of the county to keep pace with expenditures at other
hospitals.
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County Hospital Resources

Taking the private and public health care systems together, Los
Angeles County has substantial resources for meeting the hospital
needs of its population. In 1991 the county had a total of 34,000 li-
censed acute private and public hospital beds (although low staffing
levels permitted the use of only 28,000 beds). 1191 Yet, between the
private and county hospital sectors, there are significant differences
in the number and use of beds (occupancy rates). The county has
4,300 licensed hospital beds, of which only 2,700 are available as
acute hospital beds, representing only 9 percent of the available
acute hospital beds in Los Angeles County. 1141 According to the Los
Angeles County DHS, occupancy rates in county hospitals average 96
percent, while in private hospitals the rate is about 53 percent. 1151
This indicates that, while private hospitals are much more numerous
and have a significant number of empty beds at any given time, the
medically indigent in i.,OS Angeles County depend predominantly on
a public hospital sector which is consistently near full capacity.

County hospitals offer both inpatient and full-service outpatient care
(primary care, obstetric care, and most medical and surgical subspe-
cialties), although only four of the hospitals have emergency depart-
ments. The health centers, which do not have inpatient or emer-
gency facilities, offer a wide variety of services, including general
medical and subspecialty care; some minor surgery; mental health
facilities; prenatal care; well-baby care; public health services, such
as immunizations and diagnosis and treatment for sexually transmit-
ted diseases and other infectious diseases (e.g., tuberculosis). The
public health clinics offer a modest amount of primary care, but their
main function is to provide prenatal care, immunizations, well-baby
clinics, and public health care. Although the public health clinics
and comprehensive care clinics, which are mostly located in low-
income areas and are staffed by county-paid physicans and ancillary
staff, do see many patients needing primary care, a substantial bur-
den falls on the outpatient and emergency services at the county
hospitals.

The county's outpatient services are heavily used by the uninsured.
In fiscal year 1990-1991, the breakdown of outpatient visits were as
follows: hospital-based clinics, 1.1 million; comprehensive health
centers, 1.1 million; and public health clinics, 1.3 million. 1151
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Current estimates indicate that approximately three-quarters of
these visits were for uninsured individuals.120]

Community Clinics and Other Sources of Care

There are about 70 community and free clinics in Los Angeles, which
provided about 1.1 million outpatient visits in 1990. About 350,000 of
those visits were provided to the uninsured. Private hospital-based
outpatient clinics provided the equivalent of about 200,000 uncom-
pensated visits in 1990 to the uninsured. 1211 In addition, private
physicians serve a number of nonpaying patients: although exact
data for Los Angeles are unavailable, applying national rates of
physician services to nonpaying patients suggests that Los Angeles-
area physicians may provide as many as one million free visits per
year.

STRAINS ON THE COUNTY SYSTEM

There are numerous signs of stress on Los Angeles County's current
health care system. These include:

1. The county-operated system with 2,700 available acute beds can-
not adequately care for nearly 3 million uninsured people, even with
some assistance from private charity care. The nearly 100 percent
occupancy rate in county hospitals means that sick patients must
often be kept in emergency rooms and in walk-in clinics until beds
become available; this adds to the crowding in emergency depart-
ments, delays inpatient treatment, and ties up hospital staff that
work in outpatient areas.

2. As the county has tried to maintain essential inpatient services,
the funding squeeze has forced the county to reduce staff for county
hospital outpatient clinics and for public health and comprehensive
care centers. This has led to increasing shortages of ambulatory care
at county facilities and has increased dependence on county emer-
gency rooms and urgent care centers for providing primary care to
those who use the county system. A 1990 study found that over-
crowding at Los Angeles County Harbor-UCLA Medical Center
emergency room prompted many patients to leave before being seen
by a physician. [22] The average waiting time for those who saw a
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physician was 6.2 hours. Patients who left the emergency depart-
ment without being seen by a physician waited an average of 6.4
hours: of those patients, 46 percent were judged to have needed ur-
gent medical care. Other county and private emergency rooms that
serve large numbers of uninsured in Los Angeles County face similar
problems (by law, any licensed emergency facility must evaluate all
patients who present themselves). 1231

3. Financial difficulties caused by the large number of uninsured
have forced the emergency departments in some private hospitals to
close. Since 1982, the number of licensed hospital emergency
departments in the county has fallen from 103 to 85. The primary
reason for the reduction in services is financial losses from growing
proportions of uncompensated care exacerbated by problems in
obtaining certification of eligible persons for Medi-Cal and by delays
in receiving expected Medi-Cal payments. 1241

4. Private emergency departments have had difficulty recruiting suf-
ficient emergency on-call physician coverage primarily because of
problems associated with the large proportion of uncompensated
care cases. A comprehensive survey of these emergency facilities by
the Hospital Council of Southern California and Los Angeles County
Medical Association found that on-call coverage was deficient at a
number of private emergency departments in the county. Finding
physician coverage for neurosurgical trauma, obstetrics and gyne-
cology, and psychiatry was particularly difficult. According to the
Qurvey, the major reasons for the breakdown in care included (a) low
payments to covering physicians because of the uninsured and un-
derinsured, (b) concerns over malpractice liability, and (c) difficulties
in transferring indigent patients to county facilities. 1251 The effect of
this problem is to shunt patients away from emergency rooms that
are "closed" because of reduced physician coverage. This increases
transport time for patients, crowds other "open" emergency rooms,
and ties up ambulances while they search for a hospital that will care
for the patient.

5. The trauma system has faltered since it was inaugurated in 1983,
when 23 centers were initially designated as level 1, 2, or rural trauma
facilities. At that time, many hospitals hoped that designation as a
trauma center would enhance their prestige, increase admissions,
and boost revenues. Instead, the proportion of uncompensated care
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from traffic, gunshot, and other traumas escalated, reaching as high
as 57 percent in 1990, moreover, Medi-Cal, which paid only a part of
actual costs, accounted for another 21 percent of patients. These fi-

nance problems caused significant operating losses, while physicians
and facilities remained liable for problems associated with difficult
trauma cases. The effect has been to decrease the number of trauma
centers to 13 and to increase both transport time and waiting time for
trauma victims. [26,27] This situation puts at risk not just the medi-
cally underserved, who are often victims of violent assault and acci-
dents, but every victim of trauma in Los Angeles County.

The county, facing significant revenue limitations because of
Californians' decision to keep taxes low (Proposition 13), reduced
payments to trauma centers for uncompensated care. The net effect
was to increase the pressure for trauma hospitals to leave the net-
work. The enactment of the Tobacco Tax Initiati 'e (Proposition 99)
has helped the county pay for uncompensated trauma care and sta-
bilize the number of trauma centers at 13. [26] However, those that
retnain are overused and overstressed, adding to the overcrowding in

emergency care.

6. The private sector is playing a smaller role in bearing the costs of
uncompensated care. There are several reasons for this develop-
ment. First, large firms providing health benefits have responded to
rising insurance premiums and health care costs by self-insuring and
by arranging discounted health plans with hospitals, physician
groups, and managed care organizations. This has reduced hospital
revenues significantly and, in turn, decreased surplus hospital in-
come previously used to cover uncompensated care for the unin-
sumd and medically indigent. The private sector's reduced ability to
"cost shift" increases the pressure for it to "patient shift" by shunting
the uninsured to the public hospital system. 128,29,301

Second, managed care plans, which are designed to contain health
care costs, have had the unwanted side effect of curtailing access for
the uninsured. The managed care industry originated in Los Angeles
with the formation in 1928 of the Ross-Loos Clinic, a prepaid plan
that delivered health services exclusively to teachers in the Los
Angeles Unified School District. After 1945, the Kaiser Permanente
system began operation and now provides care to approximately 2.3
million Southern Californians. By 1989, there were 28 HMOs serving
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32 percent of the Southern California health market compared with a
national average of 15 percent. 131,321 The industry's expansion has
meant the withdrawal of health care resources potentially available
to meet the medical needs of the uninsured and underinsured.
Twenty years ago, nearly all private physicians and beds in Los
Angeles County were potentially available for charity care. Now,
however, in staff and group model HMOs, such as Kaiser Perma-
nente, or FHP, neither physician nor hospital care is normally
available to nonmembers.

Finally, private hospitals are also receiving reduced revenues from
Medicare, which further limits their ability to absorb the costs of un-
compensated care. 1331

7. As the county has increasingly struggled to meet its responsibility
for supplying acute and inpatient care, emergency and ambulatory
services, and public and mental health services, its centralized ad-
ministrative structure has not changed to meet new demands.
County hospitals and public health outpatient services are not effec-
tively coordinated. Moreover, the county has failed to play a signifi-
cant leadership role in coordinating county services with services
provided by the more than 70 community and private clinics that
serve the uninsured and underinsured.

THE HEALTH CONSEQUENCES OF
DECREASED ACCESS TO CARE

Shortfalls in health insurance coverage and the limited availability of
uncompensated care in Los Angeles County and throughout the
United States have a demonstrable adverse impact. Although it is
difficult to give a systematic account of the health effects of the cur-
rent system, a number of recent studies illustrate the problem. Lack
of adequate insurance makes it more difficult for individuals to get
reasonable, timely, and dependable private health care. 134,351 For
instance, a 1992 survey by the Kaiser Family Foundation indicated
that 1.3 million Californians could not find needed medical care be-
cause they were uninsured or poor.

Lurie and colleagues noted that ill adults who lost Medi-Cal benefits
experienced worsening in control of high blood pressure and dia-
betes. (361 Adults without health insurance are less likely to receive
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cancer and preventive screening: for instance, the number of in-
sured women receiving a cervical smear and breast examination
increased between 1976 to 1982, while over the same period the
number of uninsured poor women who received these preventive
procedures decreased. Uninsured women were also less likely to
receive blood pressure or glaucoma screening. 1371 The uninsured
receive less care dedicated to early detection of potentially curable or
controllable cancers or other medical problems. 1381

Compared with high-income populations within the county, low-
income black and Hispanic communities have, according to a 1991
study published by the Tomas Rivera Center, 1341 "excessively high
rates of emission for medical conditions that often would not re-
quire hospitalization if adequate outpatient care was available."
Further, the study indicated that these communities have lower rates
of hysterectomies, major joint operations, and coronary heart bypass
operations. Although this does not in itself imply poor care or out-
comes, it is indicative of the uninsured's limited access to complex
medical and surgical carea finding that has been noted in other
cities as well. 1391

Finally, as of 1990, immunization levels among children in California
were lower than the national average. Particularly disturbing is the
increase in incidence of and deaths from measles in Los Angeles, a
trend especially prevalent among Hispanic children. Moreover,
studies note that there is a significant disparity between vaccination
rates in the private and public health sectors and that various barri-
ers to access are at least partly responsible for low immunization lev-
els. 140,411

WHAT CAN BE DONE?

We have described the dimensions of the problem facing the county
health system: too many people with no or inadequate health insur-
ance are crowding into county facilities. The problem is most visible
at county emergency departments, but problems exist at all levels of
the county health care system.

What then can be done to provide adequate care to the uninsured
and underinsured at an affordable cost to the county? State or na-
tional legislation expanding public or private health insurance cover-
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age would contribute to meeting individuals' ability to pay for their
health care needs while easing the financial burden on the county.
At present, however, legislation to provide universal coverage or
mandated employer-based health insurance is stalled at both the
state and national levels.

In the absence of new health insurance initiatives, there are other
options for state legislative action. For instance, the state could re-
quire all licensed hospitals to give a certain percentage of free care or
face a tax to reimburse other hospitals that do give free care. Such a
requirement would spread the burden of uncompensated care to all
hospitals, including managed care hospitals, while opening up the
underused supply of hospital beds in the private sector. Alterna-
tively, the state could adopt a "doctor's tax," requiring licensed
physicians to give a certain percentage of free care. This "tax" would
spread costs and unlock a relatively untapped network of providers.
However, both forms of taxes would be highly controversial and
difficult to achieve.

Without state or national action, Los Angeles County must rely on its
own resources for an interim solution. Given the current budgetary
circumstances, Los Angeles County's support for health services in
real terms will decline in the coming fiscal year, and there is little op-
timisrn that the reductions will be reversed in the near future.
Political leaders and health care professionals must identify ways to
redirect currently available resourcespublic and privateto better
meet the needs of the underserved throughout the county.

In an effort to solve some of the problems associated with the unin-
sured and underinsured, the county government established, before
the April 1992 disturbances, the Task Force on Access to Health
Services in Los Angeles County. It was charged with identifying and
quantifying the access problem in Los Angeles County and bringing
recommendations to the Los Angeles County Board of Supervisors.
The task force has focused on five major areas that would improve
access for the uninsured, including (1) increasing the effectiveness of
existing services; (2) supporting broadly representative community
health councils as a way for planning and coordinating community-
wide medical services; (3) identifying present resources that can be
reoriented to better serve the underserved; (4) helping small employ-
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ers obtain affordable health insurance for their workers; (5) design-
ing new, small, low-cost community-based programs.

Although it is beyond the scope of this discussion to provide a de-
tailed blueprint for the future of public health care in Los Angeles
County as proposed by the task force, the following discussion pre-
sents potential measures that could be implemented without signifi-
cantly increasing government costs.

I. The effectiveness of existing services can be improved both within
the public sector itself and by coordinating (through the Department
of Health Services) public and private efforts. The Los Angles County
DHS should reorient its leadership to assist in public/private collabo-
ration. At present, there is little or no coordination between the
county health care system and the more than 70 private, free, and
community clinics in the county. There is also little coordination be-
tween county public health clinics and county hospitals.

In order to manage care for the medically indigent and uninsured as
though there were a single system incorporating both public and pri-
vate elements, the DHS must take the lead in coordinating the vari-
ous autonomous clinics. This would allow all such sources of care
not only to share patient information and referrals but also to take
advantage of economies of scale by entering, whenever possible, into
joint purchasing arrangements for medical supplies, medications,
and technology.

The county ilso needs an interactive referral system to remove rela-
tively minor medical conditions and chronic, but stable, health
problems from public and private emergency rooms. The system
would list the providers willing to give free or inexpensive care and
would provide a continually updated registry of both voluntary
physicians amid referred patients, assuring that free and volunteered
services were more accessible and not oversubscribed or over-
whelmed. In addition, the collaborative effort would help private
physicians and hospitals refer eligible patients to other free or low-
cost resources (Le., a private subspecialty clinic) or directly to the
subspecialists in the public sector; this would allow some patients to
bypass county emergency rooms and walk-in centers. Such a system
could be started with private foundation funds and later maintained
and operated by the Los Angeles County DHS.
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2. Each of the local communities in the county has different re-
sources, varied populations, and specific priorities in caring for their
medically indigent. Volunteer community health councils, com-
prised of health care providers, social agencies, churches, parent-
teacher associations, and local organizations, have already begun
work in 10 areas of the county. The community health councils will
serve as vehicles for planning and coordinating services in those
communities and for helping in networking, priority setting, and ed-
ucational programs. Such councils could, for instance, organize joint
ventures between community-based health care workers (e.g.,
physician assistants and nurse practitioners), financed by the county,
and university-based physician groups that would act as consultants
and provide backup to community workers when requested.

3. A number of existing resources can and should he reoriented or
supplemented to better serve the community, Unstaffed space in
county clinics should be identified and made available to volunteer
or paid physicians and health staff; the county should help organize a
service to place volunteers, especially retired physicians and nurses
(whose malpractice insurance would be provided), in county facili-
ties and in free and community clinics. Physicians caring for the
uninsured in the public or private system should receive assistance
in purchasing malpractice coverage. Alternatively, legislation could
be considered that would limit the rights of the uninsured to sue
(e.g., they might be asked to sign an agreement for mandatory arbi-
tration). Further possibilities for reducing the overcrowding and
waiting times at county emergency departments include greater re-
liance on supervised physician assistants or newly arrived foreign
medical graduates (who wish to work while awaiting state licensure)
in county hospital walk-in clinics.

Managed care organizations must play a greater role in providing
care for the poor and indigent. To address this issue, the task force
brought together a working group representing 15 managed care or-
ganizations in Los Angeles County. These organizations, faced with
the necessity to augment ambulatory services for the uninsured and
indigent, have identified two significant contributions that they can
make. These include (a) sharing expertise on managed care with the
county and with the free and community clinics and (b) providing
essential services, from managed care organizations and from other
entities (i.e., physican groups) to existing free and community clinics.

397
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Such resources would include voluntary staffing, accounting ser-
vices, supplies, equipment, and other support measures as neces-
sary.

With regard to county-operated services, increasing the number of
Medi-Cal patients in the county-operated HMO would allow the
county to maintain its revenue base while helping to alleviate over-
crowding in county emergency departments and would give Medi-
Cal patients better access to preventive services, to surgical care, and
to long-term follow-up for chronic conditions.

4. To help small employers purchase worker health benefits, the
cnunty, in partnership with the Chamber of Commerce, should help
create insurance-purchasing cooperatives among groups of small
businesses. These cooperatives could negotiate less costly premiums
from in3urance companies or managed care organizations. A second
possibility is to offer small employers a "minimum package" of
health benefits for uninsured employees; this would be used for part-
time workers or for small businesses who cannot find affordable
health insurance. Such a package would offer basic beoefits, such as
vaccinations and other preventive services, primary care, and short-
term (i.e., one-week) paid hospital coverage. Employees would be
responsible for a portion of medical costs through deductibles or
copayments.

5. The county could support small pilot projects to help find cost-
effect ive solutions to specific problems. Examples include expanding
school-based clinics in areas where child care and vaccinations are
currently insufficient or offering small monthly subsidies to unin-
sured women who attend prenatal clinics. In areas where preventive
care is deficient, it may be very beneficial to use some Medi-Cal dol-
lars to fund such programs as hypertension and cholesterol screen-
ing, breast examinations, Pap smears, and mammography. New
community clinics, funded with private or foundation funds, should
be encouraged and, whenever possible, helped with start-up costs
and with developing outside funding sources.

The county should continue to support a bond issue to replace the
antiquated facilities of Los Angeles County-University of Southern
California Medical Center with a smaller medical center at its present
location and the transfer of 300 beds to a new county hospital in the
East San Gabriel Valley to serve that community's medically indigent,
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who currently are up to an hour away by car from the nearest county
hospital.

SUMMARY

Assuring adequate health care for all residents of Los Angeles County
is a complex and difficult task. Many of the factors that create the
need for public health care, such as unemployment, the changing
mix of jobs in our economy, immigration, and demographic change,
are beyond the reach of local government. New public/private in-
surance approaches would help alleviate the financial burden of local
government and improve access to care for the uninsured and
underinsured. In the interim, the county must make better use of the
resources currently available and work more effectively with the
private sector, including health care providers and hospitals,
businesses and labor, managed care organizations, and insurers, to
collaborate in addressing a problem that defies easy answers.
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Chapter Thirteen

Getting Nowhere: Homeless People,
Aimless Policy

Paul Kaegel and Audrey Burnam

In 1964 when Lyndon Johnson declared an "unconditional war on
poverty," no mention was made of homelessness nor did it become
part of the ensuing policy agenda. This was not an oversight, for
while poverty was widespread during that time, homelessness was
not. The closest equivalent we had to a homeless population in the
1960s consisted largely of single, older, white, alcoholic males who
were restricted to the skid row neighborhoods of our largest cities
where their needs were met (at least minimally) by a network of pri-
vate sector resources including missions, cubicle flophouses, and
single room occupancy (SRO) hotels. Although some have estimated
that there were as many as 100,000 homeless people during this pe-
riod, most were stably housed; a much smaller number lived in mis-
sions or outdoors. Of an estimated 12,000 homeless people who lived
M Chicago during this period, for example, only a fraction relied pri-
marily on missions and only 110 lived on the streets. 111

Twenty-five years later, actual homelessness is pervasive in America
not only in every major urban area but in suburban and rural areas as
well. On any given night, a minimum of 600,000 people bed down in
temporary shelters or on the nation's streets, 121 a sixfold increase
over the mainly housed skid row population of three decades past
and a much larger increase over those who were literally homeless
during that period. Moreover, the face of homelessness has changed.
Today's homeless are younger, disproportionately nonwhite, and
much more likely to be not only women but adolescents and chil-
dren. While it may be hyperbole to liken current homelessness to
what was seen during the Great Depression (current rates are esti-
mated at 0.2 percent of the entire population, one-fifth the conserva-
tive rate for that earlier period), [31 not since the Great Depression
have we seen such a heterogeneous, visible, and widely dispersed
homeless population as we are witnessing today.
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Like most large urban metropolises, Los Angeles has been hard hit by
this phenomenon. Dubbed "the homeless capital of America" after
the Department of Housing and Urban Development (HUD) ranked
it as having the largest homeless population in the country in 1984, it
has since vied with New York City for this dubious distinction. The
problems inherent in enumerating the homeless make resolving this
debate difficult. Whatever Los Angeles's actual rank, however, the
magnitude of the problem is clear, raising serious humanitarian con-
cerns and imposing large social costs.

Most of our response to contemporary hornelessness has focused on
emergency subsistence services, spearheaded by private charitable
organizations but supported by public sector dollars. Although these
programs have been supplemented by efforts that seek to signifi-
cantly change the lives of homeless peoplefor example, transitional
housing programs that teach skills and provide supportprofes-
sionals and laypeople agree that our efforts are not having a substan-
tial effect. The homelessness problem continues to worsen.

To understand why current efforts to solve the problem of homeless-
ness are not working, we must first understand something about the
causes of hornelessness. This is because the way in which we con-
ceptualize the causes of homelessness inevitably shapes our policy
approach. If we decide, on the one hand, that homelessness is a
function of the personal characteristics of homeless individuals, we
would target our policy at individuals. Thus, if we decide that home-
lessness is a matter of individual choice, we might adopt policies that
make homelessness a less attractive optionfor example, reducing
the availability of shelters and soup kitchens--in order to change the
decision-making calculus. Alternatively, if we decide that homeless-
ness is largely a function of personal problems that impair an indi-
vidual's ability to function, we might pursue an approach focused on
rehabilitative services. On the other hand, if we decide that struc-
tural causes, rather than individual characteristics, are at the root of
homelessness, broader policy changes affecting housing, employ-
ment, and income distribution would be indicated.

Which of these approaches should policymakers follow? In this pa-
per, we argue that we must synthesize the personal and the structural
perspectives to understand fully why homelessness exists in its cur-
rent form. To set the dimensions of the problem, we will first provide
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a profile of the contemporary homeless and of the experience of
homelessness. Next ve review what we know about the sources of
homelessness, examining data bearing on the personal limitations
explanation as well as evidence for the structural perspective. We
then offer our synthesis of these perspectives and discuss its policy

implications.

WHO ARE THE NEW HOMELESS? A PROFILE OF
HOMELESSNESS IN LOS ANGELES

A national profile of contemporary homelessness has emerged from

a growing number of methodologically sophisticated studies. This
profile highlights the youth of today's homeless population, the dis-
proportionate presence of minorities, the growing numbers of
women (both alone and with children), the growing adolescent
homeless population, and the increased prevalence of drug abuse
and mental illness. 141 There is also increasing evidence to suggest
that the very nature of homelessness has changed. Homelessness is
less a way of life and more a relatively short but frequently repeated
experience among the marginal poor. Over a year's time, only one-
third of the homeless population will be continuously homeless,
while the remainder will be moving from the housed population to
the homeless population or vice versa. [31

Los Angeles very neatly mirrors these national trends. Our portrait of

local homelessness draws on seven local surveys of the Los Angeles
homeless population, but most heavily on RAND's recent survey.of

1,500 downtown and westside homeless adults conducted in 1991.

What are the key characteristics of the Los Angeles homeless popula-

tion?

The Los Angeles adult homeless population is young, predomi-
nantly unmarried, and male. It is overwhelmingly minority, with

blacks far outnumbering Hispanics (Figure 1).

Women now represent approximately 16 percent of the popula-
tion in downtown and westside areas.

These patterns differ in the adolesce' ,t homeless population,
which is 75 percent white and 40 percent female.
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Figure 1Majority of Homeless Persons Are Racial/Ethnic Minorities
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While at least half of the men and three-quarters of the women
are parents, almost all of those with children currently in their
care are mothers who, on average, are responsible for three to
four children. Of those women who are mothers, approximately
one-fifth currently have their children with them.

Approximately one-third of Los Angeles's homeless adult popu-
lation have had at least some college education, but fully 30 per-
cent of single adults and 40 percent of homeless mothers have
not completed high school.

Homeless adults have little in the way of financial resources.
Only one in four have worked for pay in the past month, earning
a median of only $200 for a month's efforts. Even so, only half
the population receives some kind of income assistance, mostly
food stamps (Figure 2).

There is considerable movement of people into and out of the
condition of hornelessness. Forty-four percent had been home-
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Figure 2Many Hornless Persons Receive No Income Assistance

less less than one year, counting all episodes of homelessness; 55
percent had experienced multiple episodes of homelessness,
separated by periods during which they lived in conventional
housing; and 60 percent had been in their current episode of
homelessness for less than a year.

This profile of the new homeless and the new homelessness suggests
that the dimensions of this policy problem have changed signifi-
cantly over the last three decades. More than any other feature, it is
heterogeneity that distinguishes the contemporary homeless popu-
lation from the homeless of the 1960s. The ranks of the homeless
now include those previously considered protected from homeless-
ness by family and societysingle women, adolescents, young
adults, and mothers with young children. The threshold of vulnera-
bility to homelessness in our society is clearly lower.
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The dynamic nature of contemporary homelessness indicates that
the gap between being homeless and being housed is, among poor
Americans, a narrow one that is often crossed. While 600,000 are
thought to be homeless on a given night across the nation, probably
two to three times that many are homeless at some time over the
course of a year, and many others will be homeless at some time in
their lives. Our policies must look not only to those who are home-
less now but to those who are at risk of, and who actually experience,
homelessness during more broadly defined time periods.

PERSPECTR iS ON HOMELESSNESS: PERSONAL VERSUS
STRUCTURAL

What causes homelessness? Answers to that question fall into two
broad categories. Those that focus on the human dimension argue
that homelessness results from the personal limitations of homeless
people. Even those who focus on personal limitations, however, of-
ten draw opposite conclusions from this perspective. Some contend
that a substantial number of homeless people, such as the mentally
ill, are unable to take care of themselves and are thus homeless
through no fault of their own. Indeed, there are those who argue that
most homeless adults are innocent victims of their social and physi-
cal disability and so deserve help. Others adopt a more restrictive
view of who deserves public assistance, arguing that the vast majority
of homeless adults (with the exception of the chronically mentally ill
and a few other deserving groups) are responsible for the personal
limitations that led them to become homeless. This view assumes
that substance abuse (over which individuals should have control),
laziness, or a willful disregard for societal requirements is the under-
lying cause of homelessness, that the homeless do not want jobs or
stable residences and would reject them if offered. They choose
homelessness to avoid the responsibilities of a more conventional
life.

A second broad explanation contends that personal limitations such
as mental illness or substance abuse are irrelevant; only structural
factors matterfor example, deindustrialization, unemployment, re-
ductions in entitlements, a rise in poverty, and a dearth of low-cost
housing. For some adherents of this perspective, a focus on individ-
ual problems merely blames the victims for society's ills or, even
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worse, erects a smoke screen that blinds us to the systemic social
flaws that are responsible for widespread homelessness.

Let's examine the evidence for each perspective.

Individual Pathology and Problems

Consistent with profiles of the homeless across the nation, the home-
less in Los Angeles have extremely high rates of mental health and
substance abuse problems. Results from our 1991 survey show that
approximately 20 percent of adults have chronic mental illnesses
such as schizophrenia, manic depressive illness, and recurrent major
depression. A little more than one-third are currently alcohol de-
pendent: and about one-quarter are dependent on illicit drugs, pre-
dominantly "crack" cocaine. Moreover, there is overlap between
these two groups, since chronically mentally ill adults are just as
likely or even more likely to be alcohol or drug dependent as those
without chronic mental disorders. While the proportion of homeless
persons in downtown Los Angeles with chronic mental illness was
lower in 1991 (19 percent) than it was in 1985 (28 percent), the rate of
current cocaine dependence has grown from less than 1 percent in
1985 to 21 percent in 1991.

Serious health problems are also common among the homeless.
These include not only conditions related to their homelessness
(trauma, skin abnormalities, foot problems) but chronic diseases
such as hypertension, hepatitis, and tuberculosis. The rates of all of
these diseases are much higher among the homeless than is ordinar-
ily found in the community, particularly considering that this is a
relatively young population.

Homeless adolescents are similarly troubled. Nearly half have at-
tempted suicide, one in four has experienced major depression,
nearly half have abused alcohol, and about 40 percent have abused
illegal drugs. Similarly, young children of homeless parents have ex-
tremely high rates of emotional problems, behavioral problems, and
developmental delays.

Many problems of homeless adults began before theybecame home-
less. Table 1 shows the proportion of homeless adults that acknowl-
edge having experienced various problems during the year prior to
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their first becoming homeless. Nearly 90 percent report having ex-
perienced at least one, and in most cases many, of these problems
three on average. The most frequent was loss of income due to losing
a job or benefits, but heavy use of alcohol or drugs was typical as
well, as were problems related to health and mental health.
Moreover, it is clear that a large number of the homeless experienced
disruptions in relationships before their first episode of homeless-
ness.

The childhood experiences reported by homeless individuals suggest
that their problems are even more long-standing. Homelessness is
often preceded by an earlier pattern of economic, social, and psycho-
logical problems. Among the homeless adults surveyed, more than
half had at least one experience associated with severe financial diffi-
culties between the ages of 6 and 18for example, doubled up with
other families or moved or were evicted because their families could
not make their payments. Moreover, one in four spent time living
away from parents in foster care, juvenile hall, or orphanages; and
one in five was physically or sexually abused. This pattern is even
more acute among homeless teens, the vast majority of whom report
neglect, physical or sexual abuse by family or other adults in the
household when they lived at home. More than half of homeless
adolescents had been in juvenile detention, 40 percent had lived iry a
foster home, and nearly as many had been placed in group homes.

Table I

Homeless Persons Experience Serious Problems
the Year Before Their First Episode of Homelessness

Percentage Who:

!lad drop in income because lost a job, welfare, or disability benefits 50

Frequently got high on alcohol or drugs .17

Became separated or divorced or experiet,..:ed a break in a relationship with
someone else Very close
I lad someone they depended on for housing, food, or money no longer
Willing or able to help them Out 3.1

Experienced a major increase in expenses, such as rent, health care, etc. 30
Spent time in a hospital, jail or prison, group care or treatment facility, or a
foster home 23

Experienced serious physical or mental health problems 19
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Based on this evidence, we must conclude that homeless adults,
teens, and children in Los Angeles are disproportionately beset by
serious economic, family, psychiatric, and physical health prob-
lemsproblems that are both multiple and long-standing. Many of
the homeless appear to be particularly vulnerable people whose cur-
rent adaptation is shaped not only by serious mental health and
substance abuse problems but by a long history of personal trouble
as well. Although current studies do not allow us to tell whether
problems such as mental illness and substance abuse precipitate, ex-
acerbate, or result from homelessness, it is clear that their existence
makes it much more difficult to overcome either homelessness or the
extreme poverty that lies precipitously close to homelessness. These
problems demand attention if these individuals' lives are to be stabi-
lized.

Structural Causes of Contemporary Homelessness

So far, we have considered problems of homeless individuals that
create vulnerability to extreme poverty and, consequently, to home-
lessness. This perspective suggests a policy approach that includes
intensive treatment and rehabilitation interventions that could re-
duce individual vulnerabilityfor example, intensive drug and
mental health treatment and job training. However, this is only part
of the picture. Similarly high levels of poverty and debilitating men-
tal health and substance abuse problems have existed in the past
without the high rates of homelessness we see today. To understand
better why homelessness became a major national problem in the
past two decades, we must examine structural factors.

When we shift our focus to the broader social and economic climate
in which contemporary homelessness has emerged, it becomes clear
that the rise in homelessness over the last decade has taken place in a
context characterized by two broad trends. The supply of rental
housing affordable to those falling at or below the poverty level has
declined steadily, precisely at the same time as the number of poor
people competing for these increasingly scarce units has swelled,

The decline in low-cost housing. The nation's supply of low-cost
rental housing has been shrinking for the past 20 years. The decline
was especially rapid during the 1980s for several intertwined reasons.
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During this period, pivotal changes in the federal tax structure, rising
interest rates, and new financing practices removed incentives for
private investors to build new low-cost housing, just as the federal
government was dramatically scaling back the production and
maintenance of public housing. Simultaneously, rising house prices
made it more difficult for potential first-time buyers to purchase
single-family homes; thus, more remained renters, tightening the
rental market and driving up rental prices at an accelerated pace. At
the same time, thousands of low-income housing units were lost to
demolition and conversion, as gentrification and redevelopment re-
claimed areas previously occupied by the poor. Others units were
lost to arson and abandonment, as it became more fiscally prudent
for owners to cease investing in, and in some cases to walk away
from, low-income housing, especially in areas characterized by ur-
ban blight.

While the precise mechanics of these processes and their relative im-
portance are open to debate, the end result is not. The national
housing stock grew between 1981 and 1987, as Table 2 indicates, but
not at the lower end of the housing market. The number of units
renting for more than $500 per month increased by 86 percent during
this period, but those renting for less than $300 fell by almost 9 per-
cent, and those renting for less than $150 fell by more than 13 per-
cent. 151 (See Figure 3.) This pattern continued a trend begun in the
1970s, when the number of units renting for less than $300 declined
by 6 percent. [31 Moreover, the rental market was tightest among
units renting for less than $300. The vacancy rate among units rent-
ing for less than $150 was 3.8 percent in 1987, well below the 5 per-
cent threshold usually considered essential to the normal functioning
of the market. (6]

The decline in low-cost housing was not limited to the stock of multi-
room units typically inhabited by poor families. The number of units
in SRO hotels fell even more precipitously. These units are a particu-
larly important source of housing for poor, unattached, single per-
sons, including the seriously mentally ill. Nationally, it has been
estimated that 1,116,000 SRO hotel units, almost half of the total sup-
ply, were lest to conversion aild demolition during the 1970s and
early 1980s. [7] Large cities suffered proportionately higher losses.
New York, for instance, lost 87 percent of its SRO housing between
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SOURCE: Based on data presented in Table 2.

Figure 3Low-Cost Housing Across the Nation Is Declining

1970 and 1982. [8] Chicago not only experienced sharp losses in its
SRO stock but also saw the complete elimination of cubicle flop-
house hotels that had previously housed thousands of near-homeless
individuals in its skid row area. [9, 10]

Los Angeles experienced an even more-pronounced decline in low-
cost rental units. After correcting for inflation, the proportion of
units renting for more than $500 in Los Angeles County grew from 14
percent in 1974 to 45 percent of the stock in 1985 at the expense of
low-end units, which fell from 35 percent of the rental stock in 1974
to only 16 percent by 1985 (Figure 4). While the number of units
renting for upwards of $750 per month rose by 320 percent during
this time, the number of units renting for $300 or less in the county
fell by 42 percent. with vacancy rates in this low-end sector hovering
around 1 percent. This bleak picture continued throughout the
1980s, when there were no net additions to the public housing stock
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SOURCE: Based on data from Jennifer Wolch and Michael Dear, Inside/Outside:
Homelessness in Los Angeles, Unpublished Manuscript, 1992.

Figure 4Los Angeles Has Lost Low-Cost Housing
at a More Precipitous Rate

and approximately 4,000 low-cost housing units were demolished or
converted annually. 111,121 By 1985 more than half the SRO housing
in the downtown area that had existed in 1970 had been destroyed,
)13) a process that ended only when the Community Redevelopment
Agency placed a moratorium on downtown SRO demolition in the
late 1980s.

The growing pool of the vulnerable poor. A decrease in the supply of
low-cost housing units is not necessarily undesirable. Indeed, if the
number of people in poverty were shrinking, a decline in low-end
housing units could be interpreted as a normal market response to
changing demand. But this has not been the case. Ironically, just as
the supply of low-cost housing began decreasing, the demand for it
began to grow. From 1970 to 1988, the number of poor people grew
from 25.4 million to 31.9 million, an increase of almost 26 percent.
1141

One contributing factor to the growing number of poor people was
undoubtedly deindustrializationthe shift in our economy's occu-
pational structure from fewer relatively high-paying union-organized
manufacturing jobs to more lower-paying, often part-time service
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and retail jobs that lack the same level of benefits, particularly health
benefits. (See Chapter Two by Lynn Karoly for a more comprehen-
sive discussion of labor market changes that underlie increased
poverty.) This, and the failure to adjust the minimum wage between
1981 and 1989 (resulting in a 23 percent decrease in its purchasing
power), meant that even full-time work would not necessarily lift a
family out of poverty. 131

A steady erosion of the real dollar value of public entitlements other
than Social Security also contributed to growing poverty in the 1970s
and 1980s. For instance, the average monthly purchasing power of
an Aid to Families with Dependent Children (AFDC) family fell by
almost a third, from $568 in 1970 to $385 in 1984, a time during
which rents significantly increased, placing an added burden on
households. Female-headed households at or below the poverty line
increased by 16 percent during this period. In contrast, the number
of elderly poor who rely on an entitlement that is indexed to the con-
sumer price index (CPI) decreased by 27 percent. The federal gov-
ernment also tightened eligibility requirements for entitlements; this
process left almost 500,000 formerly eligible recipients of AFDC with-
out access to benefits in 1981 and an additional 300,000 with reduced
benefits. It also resulted in removing almost a half million disabled
individuals from the Supplemental Security Income (SSI) and Social
Security Disability Income (SSDI) programs between 1981 and 1984.
131

Deinstitutionalization of the mentally ill formerly housed in state
mental hospitals also increased the numbers of those seeking cheap
housing. Once back in the community, these individuals relied on
public entitlements as their primary, and usually only, source of in-
come, ensuring that most of them remained in poverty and creating a
new group of competitors for the diminishing supply of affordable
housing. Many former state hospital residents were placed in SRO
hotels, which were sufficiently plentiful to house them during the
early years of deinstitutionalization. As the SRO hotels were demol-
ished, increasing numbers of the deinstitutionalized mentally ill
adults became homeless.

Los Angeles felt all of these trends acutely. While deindustrialization
was slower to hit Los Angeles than other parts of the nation, steel,
rubber, and automobile plant closures and successive blows to the
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aerospace industry eventually ravaged the county's manufacturing
base. Though the absolute number of low-skill, low-wage jobs in-
creased between the mid-1970s and the late 1980s, the proportion of
jobs appropriate to low-skill laborers decreased precisely as the re-
gion experienced a massive influx of new immigrants in need of
them. Stiffening competition shut many workers, particularly those
with poor educational skills, out of the work force. Moreover, the
wages, benefits, job security, and opportunities for advancement as-
sociated with low-skill jobs declined. The end result was trouble-
some, even for those who remained employed. By 1987 the rate of
n,,ale workers in Los Angeles County earning less than $10,000 had
doubled relative to 1969. 1111

Those who fell out of, or never entered, the labor market, felt the full
brunt of the federal restructuring of welfare and other benefits, for
rather than making up for federal shortfalls, the state of California
repeatedly passed most cuts through to local government and wel-
fare recipients. Adults ineligible for AFDC were especially hard hit.
They were forced to rely on general relief, which remained un-
changed at $228 per month between 1981 and 1986a period when
the monthly rent for typical bottom-of-the-line SRO hotel rooms in
downtown I os Angeles was $240.

The growing mismatch between available income and affordable
housing. The inevitable consequence of the sharp rise in housing
prices and of the parallel decrease in real wages and benefits was that
poor households across the nation began spending more of their in-
come on rent. In 1970 there was a surplus of "affordable" low-in-
come housing units for the poorest 25 percent of renters, most of
whom fell below the poverty line (an "affordable" rent is one that re-
quires no more than 30 percent of income). By 1980 there was a
shortfall of 27 percent (Figure 5). This increased to 35 percent by
1985 and to 42 percent by 1990 13), resulting in almost two poor
households for every one affordable housing unit. The end result?
By 1985, 64 percent of poor-renter households across the nation were
spending more than half of their limited income on rent, and
households found it increasingly necessary to double and triple up,
reversing a trend toward smaller households that had been in effect
until 1978.
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Figure 5The Gap Widens Between the Number of Households
in the Bottom Quartile of the Rental Market and the

Number of Rental Units Affordable to Them

So it went in Los Angeles. By 1980 there were twice as many very
low-income renter households as there were units they could afford.
By 1985, 74 percent of poor households were spending more than
half their income on rent, dangerously stretching their ability to meet
their other basic needs and seriously compromising their ability to
cope with even minor financial crises. 1121
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COMBINING INDIVIDUAL AND STRUCTURAL

PERSPECTIVES

We are now in a position to put together the two parts of our analysis.
From examining the characteristics of the homeless population, we
can see that the homeless have a disproportionate number of social,

psychological, and emotional problemssevere problems that
would seem at first glance to explain why they have become home-
less. But we also know that in the past there have been many with
similar problems, yet few homeless people. This led us to look at
structural problems, in particular the decline of affordable low-cost
housing in the face of rising demand. But the structural analysis
alone does not explain why the homeless population contains such a
disproportionate number of troubled individuals.

The structural analysis helps us understand why we are witnessing
pervasive homelessness now. Put simply, there are not enough low-
cost housing units for the poor people who need them, a deepening
mismatch that has left increasing numbers of people homeless.
Doubling up could forestall the looming homelessness crisis for only

so long. There are limits to the poor's ability to devote an increas-
ingly greater proportion of their income to rent. Moreover, there are

limits to how much overcrowding will be tolerated as a solution to
this affordability problemculturally defined limits that vary among
groups of the ethnic poor and that explain, at least in part, why cer-
tain ethnic groups are more vulnerable to homelessness than others.
By the early 1980s, the threshold for many of these groups had been
crossed, and homelessness became an increasingly visible phe-
nomenon throughout the decade and into the 1990s. 161

The interaction between the structural level and the individual ex-
plains who becomes homeless. In any arena characterized by fierce
competition for a scarce resource, those least able to compete will fall
by the wayside first. It thus stands to reason that the first group to
fall off the housing ladder would disproportionately include those
least able to compete for housing, especially those vulnerable indi-
viduals whose traditional housing solutionsSRO hotels and the
likewere fast disappearing through demolition and conversion.
Seen this way, it is not surprising to find such high numbers of peo-
ple with mental illness, substance abuse, and other severe adaptive
problems among contemporary homeless populations. Structural
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factors, then, set the stage; personal problems determine who is most
likely to lose out.

In a sense, this process can be likened to a variation in the game of
musical chairsone in which both the number of available seats
progressively decreases and the number of people playing the game
progressively increases. As hard as people may try to pile up on each
others' laps to avoid standing when the music stops inevitably a
growing number of people are left without chairs. Those who are less
fast and strongespecially those who find it hard to understand the
rules of the gamelose out first. Later, as there are fewer and fewer
chairs and more people vying for them, the losers are joined by play-
ers whose impairments are more subtle. Ultimately, as the competi-
tion gets even more fierce, even hale and hearty game players find
themselves without seats.

While rates of mental illness and substance abuse are high among
the homeless, these are not the only characteristics that are dispro-
portionately present among them compared with housed people,
even poor housed people. Homeless adults, as we have pointed out,
are disproportionately male and have low job skills. Homeless fami-
lies are disproportionately headed by single women (relative to poor
households in general). These are the same groups who have experi-
enced growing poverty over the last 20 years. Increasingly, it seems
to us, the homeless population is likely to include individuals with
vulnerabilities associated with economic and social standing rather
than with personal pathology. As the mismatch between human
needs and housing availability continues to accelerate, the threshold
of what it takes to become homeless will continue to fall, forcing pro-
gressively less-impaired people onto the street and into shelters. We
see evidence of this in Los Angeles already, where our research re-
veals a proportionate decrease in the number of chronically mentally
ill individuals among the homeless.

By recognizing the critical interaction of structural context and indi-
vidual vulnerability, our synthesizing framework accommodates
both the perspective of analysts who highlight personal pathology as
a primary cause of homelessness and those who stress structural
problems. Thus the framework offers the promise of moving beyond
often sterile debate, pitting those who prefer to blame homeless in-
dividuals for their plight against those who see homeless people as
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the innocent victims of social ills. This dispute only stalemates policy
efforts. If we accept instead that homelessness occurs as a function
of the personal vulnerabilities of certain individuals acting within a
context set by structural pressures, we can move forward toward de-
veloping policies that address both.

TOWARD A MORE EFFECTIVE POLICY ON HOMELESSNESS

Our synthesis of individual and structural perspectives highlights the
multidimensional nature of homelessness and suggests that its
sources run deeply and broadly through our society. In homeless-
ness, we see magnified the symptoms of a variety of social ills. Some
of the contributing problems have gained prominence relatively re-
cently in our history, such as the shortfall in low-income housing, the
shift in the occupational base, increases in poverty, and the growing
number of single-parent families. Others, such as limited opportu-
nities for minorities, substance abuse problems, family violence, and
inadequate care for the seriously mentally ill, are long-standing
problems. All, however, are dauntingly difficult to solve. There will
be no silver-bullet fixes to the problem of homelessness. Nor is there
any hopeful sign that would lead us to expect a spontaneous decline
in homelessness in the absence of dramatic policy action. If any-
thing, the indicators point to growing numbers of homeless
Americans, a trend that will continue unless we take effective steps
toward arresting it.

The integrated perspective we have proposed here suggests the gen-
eral contours that an effective policy response to homelessness must
follow. Above all, it highlights the fact that both personal and struc-
tural factors are salient in explaining contemporary homelessness
and that our response to homelessness must thus involve simultane-
ous efforts on each of these fronts. Our attempts to ameliorate
homelessness must address the very real problems and/or disabili-
ties that so many homeless people experience, including those that
are often associated with extreme poverty, so that such people can
more successfully access and maintain housing. At the same time,
our policies must ensure that sufficient housing within their means
exists. Partial efforts, that is, efforts that address personal vulnera-
bilities or housing scarcity but not both, can at best produce partial
solutions. We suspect that they will fail to do even that since not ad-
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dressing one can easily sabotage efforts to address the other. Our
remaining comments elaborate on this central theme by suggesting
why current homelessness policies are not succeeding and by further
emphasizing the importance of a two-pronged prevention-oriented
approach.

How do current approaches to dealing with hornelessness measure
up to the prescription implied by the above discussion? For the most
part, not very well. While striking exceptions do exist, current
homelessness policy is primarily concerned with providing emer-
gency servicesfor example, food, shelter, and health carethat
address immediate, basic needs. Unfortunately, these responses
address only the symptoms of homelessness, not the causes. But
short-term maintenance strategies have held sway at the expense of
long-term preventive strategies. We remain so consumed by the
overwhelming challenge of providing food and shelter to those who
need them that we have little energy to address the more
fundamental question of how to arrest the ever-increasing number of
people who enter and reenter homelessness. We thus manage
through our efforts to pull some people out of homelessness but not
as fast as new people enter. This will continue until we focus our
policy agenda on the underlying causes of homelessness.

We do not mean to imply that humanitarian assistance to those al-
ready homeless should be withdrawn. As long as there are structural
pressures limiting access to affordable housing, legislating disincen-
tives to homelessness by eliminating shelter, food, and essential
treatment will not achieve their aim. In the current economic and
housing environment, making it more difficult to be homeless in one
community does not encourage homeless people to get jobs and rent
apartments; it only pushes homeless individuals from that commu-
nity to another. This might be a satisfactory solution from the per-
spective of the community that rids itself of its homelessness prob-
lem, but it is clearly ineffective in the broader view.

The increasing but still very limited efforts to promote rehabilitation
of homeless individuals begin to attack the problems of homeless-
ness more squarely. Programs that offer vocational training, mental
health and substance abuse treatment, money management, and
social skills training can reduce some people's chances of becoming
homeless again. However, without simultaneous changes in the
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structural roots of homelessness, these programs will only enable
them to compete more effectively for scarce housing, while pushing
just as many new faces out onto the streets. The game of musical
chairs will continue with its structural constraints unaltered. There is
a further catch to providing services oriented toward helping the
homeless become more self-sufficient: it is nearly impossible for
people to engage in or gain any benefit from rehabilitative programs
unless they first become stably housed. In a second sense, then,
housing is essential to rehabilitating the homeless.

In order to reduce homelessness, therefore, it is essential that our
policy approaches begin to focus more intensively on long-range
preventive solutions. The aim should be to stop the move into
homelessness while we continue to improve the quality of life for
those currently homeless. As our synthesis of individual and struc-
tural perspectives suggests, in order to produce results, policy efforts
must simultaneously attack the problems that make individuals vul-
nerable to homelessness and increase the access to and availability of
housing. Moreover, these two policy emphasesvulnerability and
housingmust be paired so that affordable housing is provided
along with the services and supports that will allow vulnerable peo-
ple to maintain it. If we succeed in increasing low-cost housing
without dealing with individual vulnerabilities, we simply move
poverty and other social ills indoors and out of sight. If we succeed in
reducing individual vulnerabilities without improving access to
housing, we set the stage for an increase in the health and diversity of
the homeless population, and perhaps more turnover in the popula-
tion, but not a reduction in numbers.

Implementing policies that represent long-range preventive solu-
tions to homelessness will be very expensive. Even a relatively
straightforward effort to increase the low-cost housing stock is a
costly undertaking. For example, in 1988 the Los Angeles Blue
Ribbon Committee for Affordable Housing estimated that the city
would have to spend $200 to $400 million a year just to keep the in-
ventory of low-cost housing from declining. Policies designed to
prevent individual vulnerabilitieseducational and child welfare
reform, family and child care policies, better prevention and treat-
ment of substance abuse and mental health problems--will need
substantial infusions of public and private money if we are to gain
significant ground.
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We recognize that good policy does not flow inevitably from good
analysis. Because preventive approaches are costly and are slow to
produce visible results, it will be hard to generate the political will to
confront these serious problems more aggressively. Reoriented pri-
orities are a prerequisite to the efforts needed to remedy homeless-
ness and the poverty that undergirds it. A better understanding of
the causes and consequences of homelessnessconsequences that
impose high costs for our urban communities today and sow the
seeds of social problems for future generationsmay help to galva-
nize action.

NOTES

*Our discussion of homeleFsness in Los Angeles draws upon the seven most
methodologically sophisticated studies of homeless populations in the Los Angeles
County area. These studies were conducted between 1985 and 1991 and include two
studies of homeless adults that focus on the downtown area of Los Angeles 113,15,161.
one that focuses on homeless adults in Santa Monica and Venice 117,181, one on
homeless teens in Hollywood 119,201 and two on homeless families across Los Angeles
County 121,221. We draw most heavily on our own baseline sample of 1,548 homeless
adults, 1231 two-thirds of whom were located in the downtown area of Los Angeles; the
other third was located in the westside area (Santa Monica and Venice). This study.
which used state-of-the-art sampling techniques and diagnostic instruments, is the
most comprehensive survey of homeless individuals in Los Angeles undertaken thus
far. Approximately 500 of these individuals have been followed and reinterviewed
bimonthly for over a yearan extraordinarily difficult endeavorin an attempt to
determine what distinguishes those who exit homelessness from those who remain
homeless and, of those who exit homelessness, what distinguishes those who re-
mained housed from those who become homeless again. 123,24,251
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