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At ~he 55th Annual Conference of Mayors, held June 13 - 17, 1987 
in Nashville, mayoral delegates resolved to examine what 
coul d happen to t he economy of the nation, and the economies 
of individual cities, if federal spending were to change 
and a share of current military funding were to shift to 
urban programs . 

In the language of the resolution adopted in the ~ashv~lle 
□eeting: 
"The U. S. Conference of ~layors pledges its own exaainc.tion 
of the economic and e-ployment i-pacts including the iopact 
on i ndividual cities, if national priorities are realigned 
to increase spending on urban programs and decrease spending 
for military purposes." 

In the same resolution, the mayors formally called upon 
the Congress and the Administ ration "to redress the imbalance 
between military spending and important domestic spending, . 
consistent with national security," and "to ensure that 
reduced military spend ing is accompanied by special assistance 
to those communities with militarily dependent economies . " 

Thi s report is the product of that resolution; it contains 
the results of a careful analysis of the inpacts of such 
spending shifts on the nation c.S a whole and on four diverse 
cities: Austin, Chicago, Irvine and Trenton. 

The months ahead are of criticc.l importance for our nati on. 
New national leadership will be charting a new national 
course. We commend this study to the next President of 
the United States. We ask that those who will lead the 
next Administration, together with the Congress, give serious 
consideration to what this study has shown. 

."", ,_, ' J I r , • • -
'-- ·--,,.A.A,. - ~ 1 · ~-f _j ,,__,.., ,..,-(._ 
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EXECUTIVE SUMMARY 

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

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

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

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

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

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

• See page 5 for the list of urban grant-in-aid programs 
in this study. 

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

S283 billion military budget (in current dollars) 
over the 1986-1990 period. Even with this cut, 
the annual military budget would average $41 
billion higher in real terms than it was in 1981 . 

Two high officials of the Reagan Admini
stration have commented on the extent of the 
waste in the Department of Defense budget In 
1981, David Stockman, former Director of the 
Office of Management and Budget, stated 
"There's a kind of swamp of $1 0 to $20 to $30 
billion worth of waste that can be ferreted out.· 
In a 1988 review of the procurement process, 
Robert Costello, Director of Procurement for the 
Pentagon, noted that 30% of the Pentagon's 
$150 billion procurement budget is squandered 
on misguided quality control and make-work ex
ercises. 

The study found that nationally, a five
year shift of $150 billion from the military 
budget to urban programs yields a positive 
net ec,onomic effect. The Gross National 
Product rises by an annual average of $3.5 
billion. Personal disposable income in
creases $2.2 billion annually. Fixed private 
investment in residential and non-residen
tial construction and plant and equipment 
goes up $550 million on average each year. 
In addition, as a result of the rise in personal 
income, federal, state and local tax revenues 
increase by $500 million annually (in 1982 
dollars}. 

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

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

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



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

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

• 195,000 more teachers hired; 

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

• 490,000 additional children in Head Start; 

• 900,000 public housing units brought up 
to federal standards; 

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

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

• Increased AIDS treatment and education; 

• Full immunization against childhood dis
eases made available for all children; 

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

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

• 3,000,000 more visits to the elderly by 
volunteers. 

The Impact on The Four Cities 

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

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

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

Of the four cities analyzed, Chicago shows 
a substantial gain in rts Gross Regional Prod
uct and a net gain of 20,020 jobs. Austin has a 
modest increase in its Gross Regional Product 
and a net gain of 380 jobs. Trenton has an 

Impact of $30 Billion Shift From Military 
Spending to Urban Grant-In-Aid Spending 

1986-1990 Annual Average 

Chicago 
Austin 
Trenton 
Irvine 

(All dollar amounts are in 1982 dollars} 

Net Impact On Net Impact On 
Gross Regional Personal 

Product Income 

+ $585,700,000 + $423,900,000 
+$ 5,100,000 +$ 6,000,000 
+ $ 2,400,000 +$ 1,300,000 
- $ 6,300,000 -$ 2,1 00,000 

2 

Net Impact On 
Private Fixed 

Investment 

+ $55,200,000 
- $ 2, 100,000 
+$ 112,000 
- $ 1,900,000 



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

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

The table on page 2 summarizes the im
pact of the $30 billion annual budget shift from 
1986-1990 upon these four cities. 

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

Impact on Public Goods and Services 

Low-income housing is one of the most 
serious needs of cities. Nationally, almost S3 
billion annually would go for construction and 
rehabilitation. To use two examples from the 
study's findings, Trenton would be able to re
habilitate 1,200 housing units and Chicago could 
rehabilitate 17,000 units, thus allowing 63,000 
more people to have homes in public housing. 

Nationally, over $11 .8 billion extra would 
be spent on primary and secondary education 
to keep our country from being •a nation at risk" 
as the Department of Education's 1983 study 
warned. In Austin alone, a city of about551,000 
people, this increased funding would mean over 
500 new teachers, teacher's aides, and other 
personnel for their schoo·I systems. In Chicago, 
2,270 new teachers could be hired and 
$31,000,000 a year spent for new school books, 
computers, equipment and furniture. 

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

3 

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

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

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

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

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

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



INTRODUCTION 

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

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

The urban grant programs modeled in this 
study were selected by The U.S. Conference of 
Mayors because they meet critical needs. For 
each year, the S30 billion is distributed anong 
federal grants-in-aid to state and local programs 
for: primary and secondary education, urban 
mass transit, housing and community develop
ment, employment and training, and social and 
public health services. The new funds are dis· 
tributed to each grant program based on thifr 
current funcfing as a percentage of the total urban 
grants included in this study (see Appendix 8 ). 

The funding for each detailed program area 
was analyzed to determine how much would be 
ava:lable nationwide, and how much would go 
to Trenton, Chicago, Austin and Irvine with this 
transfer of $30 billion per year. 

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

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

both uniformed and non-uniformed, were de
creased 11 .6%. A detailed analysis was done 
of military contracts and payroU in the U.S. and 
the four cities studied in order that the appropri
ate changes in military expenditures could be 
made for the U.S. and for each city. 

Alter the changes in demand had been 
developed, Employment Resea1ch Associates 
estimated the economic impacts by using a 
highly regarded model of the economy devel
opedby Regional Economic Models, Inc. (REMI) 
of Amherst, Massachusetts. 

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

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

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

• The ·c.rect· effects show, for example, how many 
construction workers and other people would be hired 
tt more money were spent on public housing. The 
"indirect" effect meawres the changes in other industries 
w!ien, for example. the consltUCtion con:,--d:!or buys 
madine<yandothergoods. The~ e:!ec:tshows 
wtla! "-wens when al the newty hired people spend 
their aclcfrtonal income on more goods and services. 



increased spending on urban programs. 

The same basic procedure was followed to 
estimate the impact on the cities (see Method
ology in Appendix C for details). Using this model 
we were able to show, for instance, how much 
a $1 O million increase in housing construction in 
Chicago, would affect employment, income and 
investment in the city. The model also shows 
the employment effects in the industries that 
supply the construction industry and the addi
tional jobs created when the workers go out and 
spend their wages. 

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

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

The mayors of each city and their depart-

Programs Included In This Study Which Receive New Funds 

Housing and Community Development 
Grants: $5 Billion per Year 

Community Development Block Grants 
Rental Housing Development 
Rental Housing Rehabilitation Grants 
Urban Development Action Grants 

Economic Development Assistance Grants 

Urban Mass Transit Grants: $3.1 Billion per 
Year 

Mass Transportation Capital Improvement 
Grants 

Operating Assistance Grants 
Managerial and Training Grants 
Technical Assistance Grants 

Primary and Secondary Education Grants: 
$11.8 Billion per Year 

Handicapped, Rehabilitation and Special 
Education Programs 

Vocational and Adult Education 
Compensatory Education Programs and 

Block Grants 
Impact Aid 
Magnet Schools 
Title IV Civil Rights Grants 
Title 2 Math, Science, Foreign Languages 

and Computer Learning Grants 
Bilingual Education 
Immigrant Refugee Education Grants and 

Emergency Aid 
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Employment and Training: $3.1 Billion per 
Year 

Job Training Partnership Act 
Aid for Dislocated Workers 
Senior Community Service Employment 
Migrant Workers Grants 
Employment and Training R&D and Dem

onstration Grants 
Work Incentive Programs 

Social and Community Service Grants: $4.9 
Billion per Year 

Social Service Block Grants 
Community Service Block Grants 
Title 111 Special Programs for the Aging 
Head Start 

Public Health Grants: $2 Billion per Year 

Community Health Centers 
Alcohol and Drug Abuse and Mental Health 

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

AIDS Program Grants 

Maternal and Child Health Care Block 
Grants. 



ment heads and staffs provided detailed an
swers to questionnaires on how the new fund
ing for each program would be spent {see Ap
pendix CJ. Expenditures varied from city to city 
depending on the public priorities of each city. 

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

PART I. THE NEED FOR A RENEWED 
FEDERAL COMMITMENT TO U.S. 
CITIES 

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

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

government as a percent of total federal spend
ing have fallen from 14% in 1981 to 11%in 1988., 
Between 1981 and 1988, these cuts for all types 
of grants-in-aid to state and local governments 
amounted to a cumulative reduction of $62.9 
billion, after adjusting for inflation. While grant 
payments to individuals, such as Medicaid and 
family support payments, have increased 
cumulatively in real terms by $29.2 billion be
tween 1981 and 1988, all other grants-in-aid 
have decreased cumulatively by $92.1 billion 
over the same period. Reductions in the grant 
programs examined in this study have cumula
tively amounted to $59.3 billion during this pe
riod.2 

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

• Throughout this section all figures are reported in 1982 
dollars. 

Table 1 
Cumulative Cuts in Federal Urban Grants-In-Aid 

1981-1988 
(Measured in 1982 Constant Dollars) 

Primary and Secondary Education 
Employment and Training 
Housing and Community Development 
Urban Mass Tran sit 
Public Health 
Social and Community Service 

Block Grants 

TOTAL 

6 

- $ 7.7 Billion 
-$26.8 Billion 
-$ 9.2 Billion 
-$ 8.4 Billion 
-$ 4.5 Billion 

- $ 2.7 Billion 

- $ 59.3 Billion 



partly offset the federal cutbacks. By 1986, 
however, total federal and state grants-in-aid to 
local governments were still below 1980 levels, 
with the cumulative decl ines in total grants-in
aid amounting to $43 billion between 1980 and 
1986.3 

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

As a result of this shift in federal budget 
priorities, the nation's cities have had to cope 

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

The purpose of this study is to examine the 
economic and social impacts of a realignment 
of national priorities through reduced military 
spending and increased federal urban grants
in-aid. Funding urban grant programs by shift
ing funds from the military budget will help, as 
the U.S. Conference of Mayors resolution states, 
"to redress the imbalance between military 
spending and important domestic spending· 
which has occurred over the last eight years. 4 

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

Urban Grants-In-Aid and Military Outlays 
Real Spending Trends 1981-1990 

(Billions of 1982 DoHars) 
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(Figure 1) 

Source: Histctical Tables, Budget of the United S,.ares Govemn-.errt, Rscal Year 1989, Tables 3.3 and 12.3 for 
funding levels and Table 6.1 for implicit price deflalors. Mlli1asy outlays do not include atorrue energy <!elense 
activities. Urt,an grants-in-aid programs inc:fude Housmg and Community Development Grants, Economic 
Oevelopment Assistance Grants, Public Health Blod< Grants, Employment and Training Services Grants and 
Work Incentive, Social and Community Services Grants, and Human Development Sel'Vices, Urban Mass Transit 
Discretionary Grants, and Primary and Seconda,y Education Grants. 
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needs is warranted because many of the social 
issues lacing the nation's cities are truly national 
in scope, and require the resources of the fed
eral government to supplement those of state 
and local governments. Federal investment in 
the cities yields benefits for the nation as a whole 
because cities are the locus of much of the 
nation's economic vitality, and about 74% of the 
nation's people reside in urban areas. 

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

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

tivi1y of our citizens, while reducing the social 
costs associated with preventable diseases, 
drug abuse, and other social problems. 

Leading authorities from with in the Re
agan Administration admit that there is $30 
to $45 billion per year of waste which could 
be eliminated from the military budget. As 
former Budget Director, David Stockman has 
commented about the military budget, 
"There's a kind of swamp of $1 Oto $20 to S30 
billion worth of waste that can be ferreted 
out if you really push hard."5 More recently, 
Robert Costello, the Pentagon's Director of 
Procurement, has commented that 30% of 
the Pentagon's $150 billion procurement 
budget is squandered on misguided quality 
control and make-work exercises that don't 
yield better arms.6 Finally, as the recent pro
curement scandals have shown, there is 
evidence of a great deal of waste, corruption 
and inefficiency within the current military 
contracting system. 

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

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

(Billions of 1982 Dollars) 
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shift in federal budget priorities are illustrated in 
Figure 2, which shows how real spending levels 
would be affected by a cut in military outlays and 
an increase for selected urban grants-in-aid from 
1986 to 1990. As a result of this shift, annual 
federal spending on urban grants-in-aid would 
average $13.9 billion above 1981 levels. 

Annual military spending would still 
average over $41 billion above the 1981 in
flation adjusted level. Federal funding fo r 
urban programs would average 45% higher 
than 1981 spending, while military spending 
would remain nearly 24% above the 1981 in
flation adjusted level. 

Public opinion polls indicate that a major
ity of the public favors cutting the military budget, 
while on the other hand, a clear majority of citi
zens (four out of every five) favors increasing 
federal spending on education and investments 
which promote economic growth! Clearly, new 
budget priorities are backed by the public. 

PART II. A NEW URBAN AGENDA: 
THE NATIONAL BENEFITS AND 
ECONOMIC IMPACT 

The impact of this $30 billion shift in fed
eral budget priorities can be shown in two 
ways. The first is by delineating the direct tan
gible gains in additional public goods and 
services. The second is by showing the net 
economic effects of additional output, income, 
investment, and jobs. 

Table 2 shows the average annual fund
ing increases and the five year totals of new 
funding going to six categories of urban grant
in-aid programs as a result of the $30 billion 
annual shift in federal spending. Throughout 
this report all program funding will be reported 
as annual average increases in current dol• 
lars•, unless otherwise noted. 

In the sections that follow, the report first 
examines the improvements in the quality and 

• Current dollars are not inflation adjusted and simply 
reOect the value of the dollar in a given year. 
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quantity of publicly provided goods and serv
ices resulting from the increased funding for 
urban grants-in-aid. Next, the report shows the 
net economic impact for the nation as a whole 
of implementing this new urban agenda fi
nanced by reduced military spending. 

The National Benefits: Improved 
Public Goods and Services 

The nation would gain important bene
fits by spending $30 billion more per year on 
education. public health, housing and mass 
transit instead of on the military. This increased 
funding would allow cities to meet needs which 
in many areas are at a crisis level. 

The estimated increases in goods and 
services from the new funding are derived from 
national data on current program purchases, 
services rendered, and the number of clients 
served annually. Because these figures are 
based on national averages, they should be 
viewed as approximations, rather than precise 
estimates. Nevertheless, the tangible goods 
and services generated by this new funding 
illustrate the programs' real benefits for the 
cities. 

Housing and Community Development: 
New Funding, $5 Billion per Year 

Increasing rents and disinvestment in 
public housing have led to a dramatic 
decline in the availability of low-income 
housing and have contributed to the 
growth of the homeless population. The 
number of homeless is now estimated by the 
U.S. Department of Housing and Urban De
velopment at 350,000 and by the Coalition 
for the Homeless at 3,000,000. One third of 
the homeless are families.8 

According to a 1988 study by the Depart
ment of Housing and Urban Development, a 
$9 billion dollar investment must be made to 
rehabilitate over 50% of the existing public 
housing units simply to bring them up to legal 
standards.9 If this investment is not made, 
the number of habitable units will fall at a time 
when eligible applicants fo'r public housing 
often wait five or ten years for an opening. 



The shift in federal budget priorities would 
allow an additional $5 billion for housing and 
community development. Close to $3 billion 
annually would go to housing construction, 
rehabilitation and management. and $2 billion 
annually would go to other community devel
opment projects. Based on the distribution 
of spending developed in this study, about 
30,000 additional public housing units 
would be constructed over the five-year pe
riod. This would mean that between 90,000 
and 120,000 individuals, or approximately 
30,000 additional families, could find 
homes in public housing. 

The largest share of the funding would 
go to repair and renovate existing publ ic 
housing. Over 900,000 public housing 
units could be brought up to federal stan
dards by this funding increase, or 71% of 
the units targeted by the Department of 
Housing and Urban Development.•• This 
new funding would save these units from 
deterioration and abandonment and prevent 
the families housed in them from becoming 
homeless. Over 37,000 public housing em-

ployees could be hired to improve the man
agement, maintenance, and security of pub
lic housing projects. 

About $2 billion of the additional funding 
would go to community development projects 
to meet other critical housing and economic 
development needs. Urban Development Ac
tion Grants (UDAGs). for which no new funds 
have been appropriated, would be maintained 
under this alternative budget. UDAGs have an 
extremely successful record of drawing private 
investment into cities to revital ize neighbor
hoods and business districts. For example, 
over the last five years, the UDAG program 
invested $6.2 bi ll ion in revitalization projects 
which leveraged over $68 billion in private 
investment in urban areas. 11 Based on this 
record, the new UDAG funding advanced in 
this study would draw over $26 billion in new 
private investment into urban areas. 

Primary and Secondary Education : New 
Funding, $11.8 Billion per Year 

"A Nation at Risk" was the alarming title 

Table 2 
National Increases In Spending on Grants-in-Aid Resulting 

from a $30 Billion Transfer from Military Outlays 
(ln current dollars) 

Primary and Secondary Education 
Employment and Training 
Housing and Community Development 
Mass Transit 
Public Health 
Social Services 

TOTAL 

Average Annual 
Funding 
Increase 

(1986-1990) 

$ 11,859,300,000 
3,098,570,000 
5,002,710,000 
3,088,311,000 
2,01 3,704,000 
4,937,401,000 

$ 30,000,000,000 

(Figures may not add up precisely due·to roundirig.) 
United States Population 243,084,000 (Census estimate for 1987) 
Per Capita New Funding $123.21 
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Total Five 
Year Funding 

Increase 
(198~1990) 

$59,296,510,000 
15,492,850,000 
25,013,550,000 
15,441,550,000 
10,068,518,000 
24,687,000,000 

$150,000,000,000 



of a 1983 report describing the state oi our 
nation's schools. This Department of Educa
tion study and others like it have had a pro
found effect on the public's thinking. 

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

In this alternative budget, an additional 
$11 .8 billion per year would go to federal 
education programs. This would lead to an 
increase of approximately 195,000 teach
ers, thereby reducing the national student
teacher ratio from 18.05 to 16.6.' 2 A large 
share of these new teacher hires would be 
in poore,- districts where existing student
teacher ratios are the highest, and the need 
for specialized attention is the greatest. An 
average of 26,000 additional school staff 
including counselors, principals, nurses, 
and learning disability specialists would 
also be added as would 166,000 support 
staff including teacher's aides, mainte
nance staff, and clerical support. 

Schools would also be able to purchase 
badly needed educational equipment and 
teaching aids. Assuming that schools would 
make purchases similar to the ones they cur
rently make, they would buy each year: S60 
million of new scientific instruments; $294 mil
lion of new books and printed material; $55 
million of furniture and fixtures; almost $65 
million of new computers and electronic equip
ment; and over $132 million for audio-visual 
and communication equipment. Much of this 
additional money for educational purchases 
would go to poorer school districts where 
shortages in books and equipment are most 
acute. 

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

The nation's urban areas are facing criti-

.. .. ..... •-·······"···· . .. ..... .. ... ... . ... ... .. . ... ····· 
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cal tr ans po, Iation problems including mount
ing traffic congestion, lengthening travel time, 
and worsening air pollution, all o' which in
crease the costs of doing business and o·min
ish the quality of urban file. Feoeral underin
vestment and disinvestment in uroan trans
portation systems have contributed to a dete
rioration in existing rail and bus systems in 
many cities, and slowed the development of 
new transportation alternatives in others. 

Federal authorities have recently justified 
cuts in urban mass transit funding on the 
grounds that mass transit is essentially a lo
cal activity with local benefits, and therefore 
not a federal responsibility. However, the 
scope and benefits of mass transit funding 
cJearJy transcend local boundaries. Over 30% 
of federal highway system m.leage is in ur
ban areas, which means that congestion re
sulting from inadequate urban transit syslems 
directly affects the national transportation net
work as a whole. 13 The oil crises of the 1970s 
uooerscored the need for a drverse. • eXIble 
ano energy efficient national transportation 
system that is less dependent on the automo
bile. 

During the 1970s and early 1980s, in
creased investments in urban mass trans,t led 
10 a significant rise in mass transit ridersh·p.,. 
However, over the last six years federal 
support for mass transit has dropped dra
matical ly, even as urban and national trans
portation problems continued to grow. 
Further federal neglect threatens to undo 
p:evious accomplishments, and to fimit future 
orogress in mass transit. This wi only increase 
the nation's vulnerability to future oil shocks 
and undermine the nation's long-run energy 
security. 

This new funding would generate signifi
cant improvements in the urban mass tran
por.ation network. Almost $3.1 billion would 
be added to existing and projected federal 
mass transit funding. Capital projects would 
receive almost $2.2 billion, allowing for major 
new purchases of buses to replace and ex
pand bus fleets, as well as new purchases and 
rehao~ ,talion of rail cars. Cities would also be 
able to expand their railroad tracks, and 
upgrade their rail stations, bus stations and 



' t 

maintenance facil ities. 

Because the capital needs of urban tran
sit systems vary widely, it is difficult to pre
cisely detail the additional equipment pur
chases, renovations, and miles of new trans• 
portation routes which could be added by the 
new mass transit capital funding. ,s However, 
if the new funds were spent in a similar fash
ion as in program years 1986 and 1987, then 
over a two year period the nation's urban trans
portation could invest in: 

• 8,900 more buses; 

• 188 more locomotives and rail cars pur
chased or rehabilitated; 

• 1,000 miles of new transportation routes 
begun or completed; and 

• $900 million annually fo r additional transit 
operations and planning. 

Public Health: New Funding, $2 Billion per 
Year 

Demands on the public health system 
have grown substantially over the last decade, 
and the strain from the AIDS epidemic has 
just begun to add to the burden on the nation's 
public health care system. Over 37 million 
Americans have no health insurance, and the 
number of people living in poverty without 
adequate health care has grown.1• 

An important part of the national respon
sibility for public health care falls on counties 
and cities. The reduction in federal Public 
Health Block Grants has undercut the capac
ity of city and county health delivery systems 
to respond to the tremendous needs for basic 
prenatal care, infant and child health care, 
treatment for alcoholism, drug abuse and 
sexually transmitted diseases. 

Local public health systems are over
burdened. Individuals seeking drug abuse 
treatment are often turned away from over
crowded facilities. Sexually transmitted 
diseases of all types have been growing. 
The rates of preschool children's immuni
zation have declined. And progress in 
reducing infant mortality rates has slowed. 
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The failure tc r::eet ;~;.~~::::~~ 11e~'.~~ 
needs will increase the long-term costs to the 
society as more people become seriously ill, 
suffer permanent disability, or turn to drug re
lated crime. Over the long-run, federal cuts in 
public health care only increase expenses in 
other areas. 

Over $2 billion a year would become 
available with the new budget priorities. This 
funding would lead to important improvements 
in the entire public health infrastructure. Ap
proximately 30,000 additional public health 
care personnel could be permanently hired. 
The addition of over $400 million in construc
tion spending annually would allow for signifi
cant expansion and improvements in public 
health care facilities, and over $800 million 
could be spent on medication, equipment, 
family planning and health education provided 
by non-profit organizations. • 

This large supplement to existing federal 
public health spending would allow a major 
expansion in the number of clinics and clients 
served, enabling cities to keep pace with ac
celerating public health demands for prena
tal, infant and child care, family planning serv· 
ices, and the treatment of alcoholism, drug 
abuse and sexually transmitted diseases. 11 

This new funding would allow: 

• 320,000 more pregnant women to get 
care at clinics; 

• 780 community and migrant health cen
ters to be expanded; 

• 6,500,000 more people to be cared for 
at community and migrant worker clin• 
ics; 

• 6,000,000 more women to have access 
to family planning; 

full immunization against childhood 
diseases to be made available to the 
entire population; 

• Increased support for AIDS treatment, 
medication and public education. 



Social Services: New Funding, $4.9 
Billion per Year 

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

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

These social services, which have 
proven record of success, could be ex
panded by S4.9 billion. Assuming the cur
rent mix of funding among these categories, 
this would mean nearly $2 billion for Human 
Development Services, $2.6 billion for Social 
Services Block Grants, and $330 million for 
Community Development Block Grants. This 
would mean that: 

• 490,000 additional children would join 
Head Start; 

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

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

• City transportation for the elderly would 
increase. 

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

Employment and Training programs ad
dress a wide range of problems facing many 
Americans who have difficulty getting and 
keeping a job in today's complex labor mar
ket. Unemployed adult workers, minority and 
disadvantaged youths, workers displaced by 
international competition, older workers and 

migrant workers would all benefit from the $3.1 
billion annual increase for training and job 
placement programs. 

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

Other job training programs would in
crease annually by: 

• $165 million for The Dislocated Workers 
Program; 

• $76 million for The Older Americans Com
munity Service Program; 

• $64 million for The Migrant Workers Pro
gram; and 

• $119 million for research and development 
and demonstration projects. 

The National Economic Impact of 
a Shift in Federal Priorities 

Nationally, a shift of $30 billion per 
year from the military budget to urban 
programs increases the Gross National 
Product, jobs, personal income and private 
fixed investment. These positive economic 
effects are a welcome collateral benefit of 
implementing new budget priorities. 

As Table 3 shows, the Gross National 
Product increases annually by an average 
of $3.5 billion from 1986 to 1990. Fixed do
mestic investment in residential and non
residential construction, and producers' 
plant and equipment increases by an 
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annual average of $550 million. Personal 
disposable income increases each year by 
an average of $2.2 billion. The increase in 
personal income will generate approxi
mately $495 million annually in additional 
income tax revenue for federal, state and 
local government. These estimates reflect 
the total net impact of the shift in federal pri
orities, which includes the direct, indirect and 
induced effects.• 

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

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

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

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

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

These results demonstrate that a shift in 
federal spending can generate more fixed 
investment in residential and non-residential 
construction and producers' durable goods, 

Table 3 
The National Economic Impact of a Shift In Federal Priorities 

Annual Average for 1986-1990 
(Measured in 1982 dollars) 

Increases from Decreases from 
Urban Programs Military Cuts Net Impact 

Gross National 
Product + $39,600,000,000 - $36,100,000,000 + $3,500,000,000 

Personal 
Disposable Income + $13,600,000,000 - $11,400,000,000 + $2,200,000,000 

Private Fixed 
Investment + $ 7,220,000,000 - $ 6,670,000,000 + $ 550,000,000 
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more personal disposable income, and a 
higher Gross National Product. 

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

By contrast, the production of military 
goods is more capital intensive and em
ploys less labor. A significant share of mili
tary outlays go to purchases made over
seas, and to pay troops stationed abroad. 
In addition, the amount of.imports used by 
military industry has been rising, especially 
in many of the high-technology sectors. 1• 

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

demand, and hence greater employment and 
income. 

The modest gain in private fixed invest
men; reflects the higher domestic production 
for goods and services generated ncfirectiy 
by federal spending on the urban programs. 
The real value of these new public invest
ments lies in the fact that they directly 
contribute to improving the productive 
base of our nation, thus enhancing the long 
run productivity of both the private and 
public sectors, as well as improving the 
quality of life of our citizens.20 

The National Employment Impact 

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

Table 4 
The Net Effect on the Gross National Product of a Shift in Federal Priorities 

Annual Figures for 19~1990 
(Billions o• 1982 dollars) 

1986 1987 1988 1989 1990 

Gross National Product + $2.575 + $3.051 • S3.567 +$4.096 + $4.166 

Personal Disposable 
Income + $2.340 + S2.300 + S2.147 + $2.192 + $1.981 

Private F"IXed Investment 
Residential 

Construction + $ .!KO T s .073 ... s .089 + $ .105 + S .109 
Non-residential 
Construction + $ .012 + S .116 + S .198 +$ .249 +S .275 

Producers' Durable 
Equipment + $ .019 + $ .195 +$ .340 + $ .438 + $ .497 
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Thc,c wowu Ue an annua.1 c .. -0rage of 
197,500 more jobs generated from 1986 to 
1990 with this $30 billion shift of funds from 
military spending to these selected urban pro
grams. The job impact of this change in spend
ing varies substantially among the different 
sectors of the economy. 

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

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

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

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

Construction employment would also fare 
well under this spending shift. This category, 
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whict1 inciuoes residential construction and 
non-residential construction, would gain 
74,300 jobs under the urban program spend
ing. Although there would be 46,500 fewer 
construction jobs from the military reductions, 
there would be a net gain of 27,800 jobs. 

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

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

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

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

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



ing cuts. The net impact would be 6,800 more 
jobs. 

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

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

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

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

When interpreting the Job impacts of 
the military cuts, it is Important to riote that 
for the national economy, there would be 
little displacement of people working In 
civilian-oriented Industries. For instance, 
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for an auto worker in Detroit, it doesn't 
matter whether a purchaser of a car is 
employed by a military contractor or a 
school district; what matters is the overall 
consumer demand for autos, which is 
determined by aggregate employment and 
income. 

Regional employment, however wo1:ld 
be affected by spending shifts from the mi',. 
tary to urban programs. The regional employ
ment losses in military-oriented industries, 
highlight the need for implementing national 
and local frameworks for economic oonver
sion, which would allow for a planned trcllS•· 
lion from military to civilian production. Con
version planning would minimize the employ
ment losses due to cutbacks in military con• 
tracts, and would avoid many of the job losses 
reported in this study. Economic conversion 
planning would also minimize the regional 
economic dislocations that many militarily 
dependent communities would suffer from an 
unplanned transition from military to civilian 
production. 

Sensitivity of Results to Changing As
sumptions 

These employment gains are based on 
relatively conservative assumptions about the 
number of new hires associated witil the vari
ous state and local grant-in-aid funded pro
grams. For example, the spending mix in this 
study involved a lower share of total expendi
tures going to wages and salaries than aver
age state and local spending. Total wages and 
salaries as a percent of all program expendi
tures in this study amounted to between 41 % 
and 45%. This is lower than the national 
average for all state and local governments, 
which averaged between 53% and 55% over 
the 1983 to 1987 period.22 

The riational percentage dedicated to 
educational wages and salaries is the only 
assumption which substantially affected the 
es'j mates of net national employment This 
study assigned 80% of all education expendi
tures to the wages and salaries of educational 
staff, which is higher than the national aver
age of 62.2°/4. 23 However, the higher figure 
reflects the decision of the cities in our study 
to use the new funds primarily for educational 
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compensation. This decision probably bener 
reflects the response of states and cities to 
the addition of new funds than does the na
tional average for educational compensatiOn. 

Nonetheless, since new hires for educa
tional staff comprises about thr~ uarters o' 
the new hares for all of the urban programs, ii 
makes sense to see what changing this as
sumption does to the results for total net 
employment. Using the 62.2% national aver
age of educational compensation as a percent 
of total expenditures lowers the net job gains 
for all types of employment to an annual 
average of 110,400 instead of 197,500 per 
year. This lower estimate is not a complete 
estimate of the net change in jobs because it 
was no: derived from a compU1er simulation. 
Therefore, this lower net job calculation does 
no: account for the additional job gains from 
shifting spending away from educational com
pensation to more construction, equipment 
and maintenance spending. 

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

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

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

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

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

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

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

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

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

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

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

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

Calculating the Changes in 
Federal Spending for Each City 

The first step ·was to estimate the cur
rent baseline cf military procurement contracts 
and payrolls, and urban grants-in-aid for each 
city and county over the period 1986-1990. 
The second step was to calculate the change 
in funding levels for each city from a national 
shift of $30 billion annually from military out· 
lays to increased spending on these federal 
grants-in-aid. The third step was to calculate 
separately the effects on the demands for 53 
industries due to reduced military outlays and 
increased spending on grants-in-aid. In the 
fourth step, these changes in the demands for 
industrial output were used in two separate 
computer simulations to calculate the eco
nomic eifects on each city. 

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

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

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

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

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

Table5 
CHICAGO AND COOK COUNTY 

FEDERAL GRANTS IN AID TO THE CITY AND COUNTY 

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

Housing and Community Development 
Social Services 
Employment and Training 
Mass Transit 
Education 
Public Health 

TOTAL 

ANNUAL 
AVERAGE 
19~1990 

$158,367,000 
99,008,000 
69,502.000 

247,581,000 
157,376,000 

16,787,000 

S748,621,000 

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

Population 3,010,000 (Census estimate for 1987) 
Per Capita New Funding $248.71 

FIVE YEAR 
TOTAL 

$791 ,837,000 
495,038,000 
347,508,000 

1,237,906,000 
786,879,000 
83,935,000 

S3,743, 104,000 

COOK COUNTY'S NEW FUNDS FROM INCREASED SPENDING ON GRANTS-IN-AID 
(measured in curren1 dollars) 

Housing and Community Development 
Social Services 
Employment and Training 
Mass Trans it 
Education 
Public Health 

TOTAL 

ANNUAL 
AVERAGE 
1986-1990 

S180,840,000 
99,546,000 
83,666,000 

281,458,000 
215,013,000 

17,712,000 

$878,235,000 

(Five-Year Totals may reflect <ftSaepancies due to rounding.) 

Population 5,274,000 (Forecasted annual avegge 1986-1990) 
Per Capita New Funding 5166.52 
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FIVE YEAR 
TOTAL 

$904,203,000 
497,728,000 
418,329,000 

1,407,289,000 
1,075,066,000 

88,561,000 

$4,391,175,000 



CHICAGO: The Social Benefits and 
the Economic Impacts 

Chicago, the nation's third larges· city. 
has an extremely diverse population and 
economic base, and has experienced steady 
economic growth in recent years. It is an older 
industrial city with a variety of urgent infras
tructural and social needs. Both Chicago's 
unemployment rate, and the share of its 
households living below the poverty level, are 
well above the national average. 2• The city's 
aging trcllSportation and housing infrastucture 
is in need of extensive renovation and repair. 

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

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

Housing and Community Development: 
$158,367,000 In "lew Funding Per Year 

Chicago has a severe problem of home
lessness, and a public housing system which 
is in desperate need of additional support. 
During 1987 alone, federal cutbacks forced 
the Chicago Housing Authority (CHA) to re
duce its workforce by over 30%; this will in
crease maintanence problems, and reduce 
security in public housing. In the last twelve 
months, the CHA has lost 1,550 units, while 
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over 40,000 applicants are waiting for 
public housing space and over 200,000 live 
in substandard or inappropriate housing.2< 

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

Over S30 million of this federal spencing 
for housing would go to new construction. Th's 
money would leverage significant private 
housing investment, and lead to the addition 
of about 230 new units, which could house 
between 900 and 1,000 incfJViduals. 

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

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

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



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

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

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

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

Adult and youth Job Training Partnership 
Ac! programs would receive approximately 
S45 million in additional funding annually to 
support job training and placement activities. 
Based on actual 1986 data on costs per en· 
rollee, over 29,000 adults and youths could 
enroll in a job training program. Summer youth 
programs, which give high school students 
training and valuable employment experience, 
would receive an additional S21 rrulfion an
nually, and would allow almost 33,000 new 
enrollees. 

Retraining programs tor workers dislo
cated by plant closures would receive nearly 
$1.3 million annually in new funds, thus pro• 
viding for the retraining of nearly 2,000 more 
workers. And the Older Workers Program 
would receive another $1.2 million annually, 
which could provide services for an additional 
1,100 people_21 

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

The Chicago Transit Authority (CTA) 
manages a transit system servicing over 2 
milfio_n riders each weekday. Operat,ng 1.200 
transi1 cars and 2,250 buses, the syste- iS 
one of the most comprehensive in the nation. 
However, because of the advanced age of 
parts of the system, coupled with past under
investment, a recent study by the Illinois 
Regional Transportation Authority estimated 
that a $3.7 billion investment is required over 
the next ten years to bring the current CT A 
mass transit system up to good condition. This 
is almost three times the capital fund,ng avail· 
able from local sources over the period. 

The addi1ional federal support 10 Chicago 
mass lransit activitities proposed in lh s study, 
totalling over $1 .2 billion for five years. woi.:ld 
go a long way toward meeting this shortfall. Ii 
would allow the city to maintain the transit 
services so critical for sustaining economic 
growth and development. 

Of the $1.2 billion in total additional fed• 
eral funding, officials indicated that over S560 
million would be targeted to reconstruction oi 
track, bridges, transit stations, and other 
capital needs. Nearly S51 million \\OUld be 
spent on bus purchases enabling the system 
lo purchase approximately 500 buses to re
place aging equipment. Rail equipment pur· 
chases could amount to $256 million for the 
entire period. Rough estimates suggest that 
this would allow the replacement of 190 units 
of older transit rail stock. Also, over $100 
million could be directed to replacement of 
worn out signal and communictions equip· 
ment. The remaining $230 million could be 
used for operations, which would pernit the 
hiring of approximately 1,500 transit er.ploy· 
ees, thereby improving security, stalion ctean
liness, and rider information services. 

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

The Chicago Department of Health op• 
erates and manages a wide variety of health 
care services, many of which are geared to 
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individuals without access to the priva1e health 
care system. The demands on the city's 
public health system have been increas
ing in the areas of drug abuse, sexually 
communicated diseases, including AIDS, 
mental illness, and infant and child health. 
For instance, there are currently only six 
employees in the Chicago Health Depart
ment who are responsible for investigat
ing and treating over 5,000 cases of infec
tious diseases each year. The $16.8 mil
lion annual addition to public health would 
go for critical extensions in public health 
services.28 

Mental health services to children, ado
lescents and families could be extended to 
2,000 adortional individuals. Over 1,000 addi
tional ceinst1tutionaf12ed mental patients could 
be proviced with case management, and in
tensive support services. A new mental health 
facility could be opened to provide short-term 
residential care to 600 chronically ill mental 
patients. Over 100 additional beds could be 
added to an existing drug and alcohol treat
ment facility capable of handling 1600 more 
patients each year. Additional staffing could 
be provided to overburdened cummunity 
health centers, and 40,000 additional children 
per month could be vaccinated against child
hood <fJSeases. 

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

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

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

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

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

Table 6 
THE EFFECT ON CHICAGO'S GROSS REGIONAL PRODUCT 

FROM A SHIFT IN FEDERAL PRIORITIES 
AMual Averai,ce for 1986-1990 

(Measured in 1S62 doaars) 

Increases from Decreases from 
Urban Programs Military Cuts Net Impact 

Gross Regional Product + $621,700,000 - $36,000,000 + $585,700,000 

Personal Disposable Income + $446,200,000 - $22,300,000 + $423,900,000 

Private FIXed Investment + S 59,100,000 - $ 3,900,000 + S 55,200,000 
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for youth and family counseling; programs 
directed at youth gangs; and emergency 
protective services for family violence. 

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

CHICAGO: The Econ?mic Impacts 

Chicago has a well developed public 
service sector that participates in many of 
these urban programs; a large, diversified 
industrial base; and a relatively low level 
of military contracting and pay. This en
ables the city to realize an annual average 
net gain of 20,020 jobs. Civilian sector 
employment increases annually by an aver
age of 21,21 O jobs, while military-related job 
losses amount to an average of only 1,190 
per year. These net job gains reduce 
Chicago's unemployment rate from 11% in 
1987 to 9.5%.29 Job gains are primarily reg
istered in construction, finance, wholesale 
and retail trade, services, and state and 
local government. The manufacturing sec
tor, on balance, experiences no real net 
change in employment for durable and non
durable goods production. 

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

"Gross Regional Product measures the value of the 
city"s OlJ1pUt of goods and services, net of its balance 
of trade v.ith the rest of the wortd 

lion. However, tt1is amoum does not include 
the net additions of publ ic fixed investment, 
which increases by $139 million each year. 
This net public investment represents the 
additions to the public housing stock, urban 
mass transportation facilities, and public in
frastructural improvements, as compared to 
the reductions in military-related construction. 

These gains for Chicago are amplified by 
the fact that Cook County as a whole also 
shows net economic gains in employment, 
income, investment and overall GRP. Employ
ment in Cook County registers net gains of 
22,300 per year with all major industrial sec
tors either gaining in jobs, or remaining the 
same. Gross Regional Product for Cook 
County goes up $7 41 million in 1982 dollars. 

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

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

AUSTIN: The Social Benefits and 
the Economic Impacts 

Austin is a medium-sized southwestern 
city and the state capital of Texas. It experi
enced very rapid growth and development in 
the late 1970s and ear1y 80s. The growth boom 
slowed in 1985, as the oil, real estate and 
agricultural sectors of the state economy 
began to falter. Over the last three years, 
population growth has stabilized, and Austin's 
unemployment rate has leveled off in 1987 and 
the first half of 1988 at 6.5 %, which is eight
tenths of one percent above the national av
erage.3° 

This experience of rapid growth followed 

24 



by a marked slowdown, has put considerable 
pressure on the fiscal capacities of the city 
and county governments. The earlier period 
of rapid expansion overv:he!med the existing 
pubfic infrastructure, schoors and socia· serv
ices, forcing the city to make large new in-

vestments in many of these areas. But the 
recent period of low grov,ih diminished the 
c,ty's tax base just as many of these projects 
ano expansions were in mid-stream. The 
recent economic contraction has placeo ad
ditional fiscal pressure on the ciry. 

Table 7 
AUSTIN AND TRAVIS COUNTY 

FEDERAL GRANTS-IN-AID FOR THE CITY AND COUNTY 

AUSTlN'S NEW FUNDS DUE TO 
INCREASED SPENDING ON GRANTS-IN-AID 

(measured in current dollars) 

Housing and Community Developa:e;-.i 
Social Setvices 
Employment and Training 
Mass Transit 
Education 
Public Health 

ANNUAL 
AVERAGE 
1986-1990 

S17,546,000 
662,000 

3,515,000 
1,460,000 

17,908,000 
697,000 

FIVE YEAR 
TOTAL 

$87,731,000 
3,311,000 

17,574,000 
7,299,000 

89,540,000 
3,486,000 

TOTAL S41,788,000 $208,940,000 

(Five-Year TotalS may reflea cfJSae;,ancies due to rounding) 
Population 551 ,000 (Census esli=::E for 1987) 
Per capita New Funding S75.8'! 

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

(measured in constant dollars) 

Housing and Community Development 
Social Services 
Employment and Training 
Mass Transit 
Education 
Public Heclth 

ANNUAL 
AVERAGE 
1986--1990 

$17,546,000 
728,000 

3,515,000 
1,584,000 

21,350,000 
697,000 

FIVE YEAR 
TOTAL 

$87,731,000 
3,641,000 

17,574,000 
7,921,000 

106,749,000 
3,486,000 

TOTAL $45,420,000 S227, 102,000 

(Five-Year Totals may reflect cflSCl'epancies due to rounding) 
Population 581,800 (Forecasted annual average 1986-1990) 
Per Capita New Funding $78.06 
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The earlier period of economic growlh 
and low unemployment also helps explain why 
Austin has a relatively low per capita partici
pal°o'l n many federal block grant prog,ams_ 
Yet, Austin and Travis County would 'are we" 
with an expansion of these programs. 

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

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

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

Austin would receive nearly $88 million 
over the frve-year period for housing and 
community development. Nearly 970 hous
ing units could be built providing living 
space for over 3,800 Individuals- An addi
t ional $13 million would be spent over the 
five years to rehabilitate approximately 
1,650 units of existing housing for nearly 
6,700 Individuals_ Over $1.7 million annually 
could be spent to hire 59 permanent person
nel to better manage and maintain Austin's 
existing pubfic housing units_ Furthermore, 
$5.3 million dollars annually would remain 
available to complete critical community de
velopment projects in the city. 
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Primary and Secondary Education: 
$17,908,000 in New Funds Per Year 

Additional federal support for public 
education would allow Austin 10 maintain and 
,mprove its high quality public schools, and 
increase the resources needed for schools 
serving students with special literacy and 
language needs. 

Austin could hire 345 new teachers 
and 179 additional support staff such as 
librarians, teachers' aides, learning disabli
ties specialists and maintenance person
nel. This addition of teachers and other 
specialists would allow the city to give 
greater attention to students with low 
proficiency, which would help reduce the 
dropout rate. Nearly $2. 7 million dollars would 
remain to purchase additional audio-viSual 
equipment, books and teaching aids, recrea
tional equ:pment, computers, and furniture arld 
fixtures. 

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

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

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

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

The rapid growth experienced by Austin 
between 1975 and 1985 overtaxed the city's 
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road and highway system, creating problems 
of traffic congestion and poor access to busi
ness and retail centers. The city respondec 
throug!i a maior expansion of its mass 1ransr. 
system based primarily on buses. More fed
eral assistance would allow Austin to make 
important additions and improvements in its 
transit network and continue to increase rid
ership. 

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

Over $2 million of the total additional 
mass transit funding would go toward the 
construction and maintenance of bus lanes 
and pick-up points, while almost $1.4 m,'lion 
would be used to purchase a more soph1Sti· 
cated rider information system providing in
stant access to route and scheduling informa
tion. The city would also be able to provide 

senior citizens with better access to medical 
recreational and social service facilities. • 

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

The City of Austin and Travis County 
jointly operate a highly effective public health 
service for individuals who cannot gain full 
access to private health care. The health 
department currently oversees 1 O clinics 
providing a range of health services in the 
areas of sexually transmitted diseases, ma
ternal and child health, and alcohol and drug 
abuse. The most immediate needs are for 
AIDS treatment and education. The city cur
rently has 205 confirmed AIDS cases, and 
estimates that there are 20,000 H.I.V. posi-
1,ve cases. This explosion has put a severe 
stain on public health personnel and budgets. 
Additional federal funding would allow the 
public health system to cope with this crisis 
without reducing its other critical health serv
ices. 

The Austin-Travis County area would 
receive about S3.5 million between 1986 and 
1990. This would enable the department to 
hire an additional 12 full-time staff, to expand 

Table 8 
THE EFFECT ON AUSTIN'S GROSS REGIONAL PRODUCT 

FROM A SHIFT IN FEDERAL PRIORmES 
Annual Average for 1986-1990 

(Measured in 1982 dollars) 

Increases from Decreases from 
Urban Programs Military Cuts Net lmpad 

Gross Regional 
Product + $38,600,000 - $33,500,000 + $5,100,000 

Personal 
Oisposab!e Income + $22,200,000 - $16,200,000 + $6,000,000 

Private FDCed 
Investment + $11,600,000 - $13,700,000 - $2, 100,000 
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AIDS testing and support services. and AIDS 
education and outreach. Funds could also be 
available to assist AIDS patients in the pur
chase of expensive medication which most 
cannot afford. In addition, the department 
could increase testing for tuberculosis and new 
forms of sexually transmitted diseases. both 
of which are on the rise in the area. 

Family planning services could be ex
panded to as many as 3,000 eligible individu
als not currently served. As in the other cities 
studied, the expansion and improvements in 
public health care made possible by a larger 
federal role would, in many cases. provide 
earlier intervention into health problems, and 
thus reduce the need for expensive long-term 
hospitalization. 

Social Services: S662,000 in New Funds 
Per Year 

Austin's economic slowdown has in
creased its needs for social services. The 
additional federal funding would equal $3.3 
million for the entire five-year perioo. This 
expenditure would allow Austin to improve the 
quality of existing programs, and extend 
needed social services to those in temporary 
need due to the current economic problems. 

Day care and child development services 
could be expanded to meet the demands of 
eligible households not currently served. New 
funding would also allow significant new en• 
rollments into the Head Start program. 

City officials indicated that ad<f.'tional 
funding would immediately be channeled into 
expanding temporary housing, and adult fit
eracy programs. Special programs for the 
aging could also be expanded, thereby reduc
ing waiting lists for homemaking assistance 
and home meal delivery. The additional fund
Ing to senior programs would increase the 
delivery of home meals by over 46,000 per 
year, eliminating the current waiting list. 
An estimated 20,000 to 24,000 hours of 
homemaking and housecleaning services 
could be provided so that many elderty 
could remain In their homes rather than 
having to go into nursing facilities. 

AUSTIN: The Economic Impacts 

Austin shows a small net gain of 380 jobs. 
as well as gains in personal income, and Gross 
Regional Product This is despite the fact ihat 
there is a considerable amount of mirrtary 
contracting in the city. However, Travis 
County, which includes a large mi!:tary base, 
shows a modest net loss of 7 40 jobs per year, 
and small net losses in personal income and 
Gross Regional Product. For both Austin and 
Travis County, the amount of cuts in military 
contracting and pay are larger than the inflow 
of new urban grants. Again, the size and 
composition of the industrial base and the 
public sector determines the local impact of 
this policy change. 

As Table 8 indicates. Austin's Gross 
Regional Product registers a very slight net 
increase of $5 million on an average annual 
basis, while personal disposable income rises 
by S6.O million. Private flXed investment ce
clines slightly by an average of $2. 1 million 
per year, but this figure does not include the 
net gains due to changes in public investment 
in public housing. mass transit facilities. and 
infrastructural improvements, which increase 
by an average of $8.5 million per year. 

These gains occur despite the fact that 
for every 62 cents in new grant funding there 
is a dollar cut in military contracts and pay. 
There are, however, several reasons why 
spending on grants-in-aid would stimulate the 
local economy more than military spending. 
The new funding for urban programs would 
generate more locally-based jobs in con
struction, finance, retail trade, and state 
and local government. By contrast, mili• 
tary-related industry has a higher import 
content, which tends to provide less direct 
stimulus to the local economy. As a result 
of the reduction in • military spending, 
imports to the Austin region go down, 
reflecting the change toward more locally 
generated economic activity. 

For Austin, these gains are partly offset 
by the fact that Travis County as a whole 
suffers a modest net loss in employment, 
income and investment. Travis County losses 
amount to 740 jobs per.year, and the Gross 
Regional Product declines by an average of 
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$23 million per year. It is unlikely, however, 
that these losses would produce nega!ive 
resu ts for Austin because the main source o! 
the losses in Travis county are due to ar.s in 
uoops levels and operations at Bergstrom Air 
Force base. 

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

main effect on retail sales would likely occur 
ai the base's PX. The effect on 1·.holesale trade 
1•.ould be dispersed through Ihe nationa pro
curement system, rather than n tne immeci
ate area. Employment losses are largely a 
result of troop reductions at Bergstrom, which 
would not affect Austin because troop reduc
tions would not add to the local supply of the 

Table9 
TRENTON ANO MERCER COUNTY 

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

Housing and Community Development 
Social Services 
Employment and Training 
Uass Transit 
Education 
Public Health 

TOTAL 

ANNUAL 
AVERAGE 
1986-1990 

$6,464,000 
278,000 

1,929,000 
1,864,000 
5,599,000 

391,000 

$16,524,000 

(Frve Year Totals may rellea discrepancies due to rouno,ng.) 

Population 92,000 (Census estima!e for 1987} 
Per Capita New Funding $179.61 

MERCER COUNTY'S NEVI FUNDS FROM 
INCREASED SPENDING ON GRANTS-IN-AID 

(measured.-. current dollars) 

Housing and Community Development 
Social Services 
~nt and Training 
Mass Transit 
Education 
Public Health 

TOTAL 

ANNUAL 
AVERAGE 
1986-1990 

$7,845,000 
329,000 

2,050,000 
1,864,000 
8,471,000 

647,000 

$21,206,000 

(FM! Year Totals may reflect oiscrepanc:ies cue to rounding.) 

Population 310,000 (Forecast average for 1986-1990} 
Per Capita 'New Funding $68.41 
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FIVEYEAfl 
TOTAL 

$32,320,000 
1,389.000 
9.~5.000 
9.320.000 

27.993.000 
1.953,000 

$82,620,000 

FIVE YEAR 
TOTAL 

$39,224,000 
1,671,000 

10,249,000 
9,320,000 

42,353,000 
3,235,000 

$106,028,000 



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

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

TRENTON: The Social Benefits 
and Economic Impacts 

Trenton, an older industrial city of 92,000, 
is the state capital of New Jersey. The severe 
pressure on the manufacturing sector through
out the 1980s hindered the growth and devel
opment of Trenton. Currently, the city's share 
of its population living below the poverty level 
is above the national average. The added 
burden of federal cutbacks in urban programs 
made it more difficult for Trenton to restruc
ture its economy and improve its public serv
ices. 

Because of these special problems, 
Trenton could make impressive gains with this 
redirection of federal priorities to meet urban 
needs. Table 9 outlines the additional federal 
expenditures going to Trenton under the new 
urban agenda. The tangible benefits of greater 
public investment in housing, education, mass 
transit. and health and social services, would 
aid Trenton in retaining and attracting new 
businesses, and significantly improve the 
prospects of many of its citizens. 

Housing and Community Development: 
$6,454,000 in New Funds Per Year 

Trenton has a severe shortage of ade
quate low-cost housing, which contributes 
to the problem of homelessness. A signifi
cant number of families are homeless, and 
over 10% of the homeless are employed. 
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Currently, only 25% of the city·s homeless and 
inadequately housed population is being 
served. Waiting time for public housing aver
ages between 24 and 36 months. Trenton 
\,ouk:l gain an additional S32 mi!1ion in new 
funding for housing and community develop, 
ment over five years. 

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

Primary and Secondary Education: 
S5,599,000 in New Funds Per Year 

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

This would allow Trenton to add person
nel and improve its educational facilities to 
tackle its special problems. About $2.2 mil
lion annually could go to hire 54 new teach
ers and 36 addit ional support staff. Over 
$1.1 million dollars would be spent to raise 
teacher salaries which are below the na
tional average. Another $1 .1 million annually 



would be channelled into new construction in 
several of the city's aged school buildings. 
Close to S5.6 million would remain availab!e 
over the period to purchase new fumm.;re anc 
fixtures. books and teaching aids and audio
visual equipment. Such purchases would 
ensure that the public schools could offer 
modern, high quality classrooms. 

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

The $2 million in city and county programs 
would allow about 727 new participants in the 
adult JTPA program, and 700 new participants 
in the youth program. The increase n joo 
training and placement services will help to 
attract new businesses and transform unem· 
ployed workers into income earners. Program 
expansions would also link Trenton residents 
with job openings in the outlying areas of the 
county where job growth has been rapid. 111 
addition, the Summer Youth Jobs progra, 
could be expanded to help the disadvantagec 
inner city youth improve their basic skills ano 
acquire vocational experience. 

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

The mass transit system of Trenton and 
Mercer county is operated by the State of New 
Jersey Transportation Authority (NJT). Bus 
and train service within the city as well as 
intercity service is managed by NJT. The most 
critical transit need for the City of Trenton and 
Mercer County, is to increase transit links 
between the City of Trenton and suburban and 
outlying areas of Mercer County where growth 
has been higher. Officials said that im
proved and additional bus service would 
make the development prospects of both 
city and county much better. The S9.3 
million addit ion for the period would make 
th is crit ical improvement in service pos
sible. 

The Authority would be able to buy 22 
additional buses, hire 15 ad<frtional drivers, 
and provide over $2.3 million for the construc
tion of new bus routes and pick-up points. 
These mass transit additions, by improving the 
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links between t11e city and outlying areas would 
generate new employment and income pos
s·owties for residents of Trenton. while pro
~ ,ct·r.g \•,orkers to new firms located in the 
county. 

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

T renton·s publie health services have also 
been suetched by its high poverty rate and by 
cutbacks in federal assistance. Various pub
lic health services provided by the city include: 
prenatal and child health care; treatment of 
sexually transmitted diseases. including AIDS; 
alcchol and drug treatment; fam·1y planning; 
and 1he treatment of mental i lness. Over 
42,000 clients were served by the city's 
public health system which reported se
vere understaffing in several areas. The 
city would receive close to S391,000 in 
additional annual support, or more than 
S1 ,953,000 over five years. This modest 
increase would allow the public health 
system to meet very substant ial unmet 
needs. 

Public health officials said that the addi
tionai federal funding would be used to ad
dress three key problems. Rrst, prenatal and 
child health services would be expanded. 
Despite recent improvements, Trenton still has 
a problem with infant mortality and low birth
weight babies. Satellite clinics could be set _ 
up to extend outreach, education and serv= to expectant mothers, and to monitor the 
health and nutrition of ney,1Joms. An extra 
3,200 home visits could be made by nursing 
and support staff. 

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

Third, the health service could hire more 
nurses to help the growing number of drug or 
alcohol dependent mothers through treatment 
and family intervention. A single nurse man
aged treatment for 51 O such cases last year. 



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

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

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

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

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

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

TRENTON: The Economic Impacts 

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

The city realizes a net average annual 
gain in its Gross Regional Product of $2.4 
million. As Table 10 shows, the economic 
gains from public investments consistently 
more than offset the reductions in GRP due 
to military cutbacks. Both personal disposable 
income and private fixed investment show 
slight net gains. It should be emphasized that 
the net change in private fixed investment 
indicates only the secondary (or induced) 
effects from higher spending on grants-in-aid 
programs. II does not reflect the net effect on 
public fixed investment in public housing, mass 
transit facilities and public improvements, 
which amounts to $5 million each year. 

Table 10 
THE EFFECT ON TRENTON'S GROSS REGIONAL PRODUCT 

FROM A SHIFT IN FEDERAL PRIORITIES 
Annual Average for 1986-1990 

(Measured in 1982 Dollars) 

Increases from Decreases from 
Urban Programs Military Cuts Net Impact 

Gross Regional 
Product + $8,600,000 - $6,200,000 + $2,400,000 

Personal 
Disposable Income + $4,800,000 - $3,500,000 + $1,300,000 

Private Fixed 
Investment +$ 628,000 - $ 516,000 +$ 112,000 
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Ne1 employment changes are small bul 
positive. On average, Trenton gains 95 jobs 
per year, wh~e lhe res1 of Mercer County loses 
only 8 jobs per year. The more important ef
fect is a change in the composition of employ
ment. Employment increases in construction, 
transportation, finance, retail and wholesale 
trade, services, and state and local govern
ment. Employment decreases slightly in both 
durable and non-durable goods production, as 
well as for uniformed and non-uniformed 
Defense Department personnel. 

Overall, Trenton breaks even in the major 
economic indicators. Nonetheless, the real 
impact of these policy changes would be 
measured in terms of the improvements in the 
quality and quantity of the improvements in 
education, public housing , mass transit, 
employment and training programs, and so
cial and health services. 

IRVINE: The Social Benefits and 
Economic Impact 

Irvine, is a city of 88,000, located in 
rapidly growing Orange County in Southern 
California. This relatively affluent city has 
enjoyed the benefits of rapid growth in the 
high-technology and service sectors of the 
Orange County area. Adding to the economic 
vigor of the city is the University of California 
at Irvine, and the Orange County international 
airport. 

High rates of economic growth and an 
above average household income explain the 
low per capita participation of Irvine and 
Orange County in many of the urban grant 
programs. However, the extremely high rates 
of development and population growth in the 
Irvine-Orange County area have put a severe 
strain on the region's physical infrastructure, 
especially transportation and low-cost hous
ing. Moreover, the region's economic expan
sion has bypassed a significant number of 
citizens who need low-cost housing, health 
care, and social services. 

Table 11 shows the share of additional 
federal spending going to Irvine and Orange 
County. The injection of additional money will 
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allow the area to make muct1 needed 111ves1-
ments in its overburdened transportation 
S}'Stem, its supply of low-incorr.e housing, a'ld 
to extend health and social services to those 
in need. 

Housing and Community Development: 
$263,000 in New Funds Per Year 

The rapid growth of the Irvine-Orange 
County area has caused rents and housing 
prices to skyrocket, making it extremely dif'i
cult for the region's low-income families to 
obtain decent affordable housing. The home
less population of Orange County has been 
estimated at between 4,000 and 6,000 inch
viduals. Increasing rents in the area have 
increased the demand for public housing from 
families with low incomes, who are often forced 
to spend up to 50% of their income on rent 
The additional federal housing and commu
nity development funding going to the Irvine
Orange County area would equal almost $238 
million over the period. 

Increased funding of this magnitude 
would help relieve the pressure on the county"s 
low-income households to obtain a decent 
living space at a price that allows them to buy 
other basic necessities. These additional 
expenditures would allow for the construction 
of over 500 additional units of public housing 
in the county, and the rehabilitation of nearly 
4,300 existing public and private units. 

Over 2,000 individuals would be ab!e to 
obtain new public housing and 16,000 people 
could be housed in rehabilitated units. These 
additions and improvements would help meet 
the region's homelessness problem. New 
housing expenditures would also open up 175 
new management and maintenance jobs to 
improve the operation and the condition of ex
isting low-income housing. More than S26 
million per year would be directed to other 
community development and housing pro
grams in Orange County. 

Primary and Secondary Education: $2.8 
milfion in New funds Per Year 

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

Irvine and otl1er c ities in Orange County to 
meet the demands of a growing studeni popu
lation, particularly those in less affluent school 

Table 11 
IRVINE AND ORANGE COUNTY 

IRVINE'S NEW FUNDS DUE TO INCREASED SPENDING 
ON GRANTS-IN-AID 

(measured in current dollars) 

Housing and Community Development 
Social Services 
Employment and Training 
Mass Trans it 
Education 
Public Health 

TOTAL 

ANNUAL 
AVERAGE 
1986- 1990 

$ 263,000 
0 

91,000 
465,000 

2,790,000 
2,524,000 

$6,133,000 

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

Population 88,000 (Census estimate for 1987) 
Per Capita New Funding $69.69 

FIVE YEAR 
TOTAL 

$1 ,314,000 
0 

457,000 
2,326,000 

13,950,000 
12,620,000 

$30,670,000 

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

(measured in current dollars) 

Housing and Community Development 
Social Services 
Employment and Training 
Mass Transit 
Education 
Public Health 

TOTAL 

ANNUAL 
AVERAGE 
1986-1990 

$47,528,000 
15 ,368,000 

5,736,000 
19,804,000 
36,104,000 
17,521,000 

$142,061,000 

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

Population 2,252,000 (forecast estimate 1986-1990) 
Per Capita New Funds $63.08 
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FIVE YEAR 
TOTAL 

$237,640,000 
76,839,000 
28,682,000 
99,019,000 

180,522,000 
87,607,000 

$71 0,306,000 



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

Sixty new teachers and instructional staff 
could be hired for Irvine where the current 
student-teacher ratio is above the national 
average. The new instructors would lower 
Irvine's student-teacher ratio from 22.2 to 
20.9. The addition of 40 full-time support sta" 
would also be possible. School districts 
throughout Orange County would be able to 
hire teachers and other staff, as well as pur
chase boo~. computers and other educational 
equipment. 

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

For job training and placement, Irvine 
would only receive an additional $91 ,000 per 
year. However, Orange County would receive 
S5. 7 million annually under the new federal 
priorities. totaung well over S28 million for the 
penod. This increase would make it possible 
to match the training and placement of unem
ployed workers with employers· rapidly grow
ing demands for particular occupations. Over 
4.600 additional workers annually could be 
trained through expansions of Orange 
County's JTPA adult, youth and senior pro
grams, as well as the Displaced Workers and 
Migrant Workers programs. 

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

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

New federal funding for mass transit 
would provide Irvine with $465,000 annually, 
2nd Orange County would receive dose to S2!) 

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

For the county, the infusion of federal 
mass transit assistance would help the Orange 
County Transit District (OCTO) to complete 
its long term capital plan. With mass transit 
ridership expanding quite rapidly. the capital 
plan aims to rapidly increase service by a,
tracting new riders. In concrete terms. the 
county could purchase 11 5 buses and chan
nel nearly $27 million dollars into the construc
t10n of freeway transit lanes for buses. Com
puter and communication equipment could 
also be purchased, which would allow for 
improved management of the system. The 
OCTD would be able to hire 440 drivers, as 
weU as management and maintenance per
sonnel to staff the expanding system. 

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

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

Public health activities affecting Irvine are 
under the jurisdiction of the county. Orange 
County would receive an annual average 
increase of $17.5 million for Public Health 
Block Grants. Of this total, $2.5 million annu
ally would go to institutions in the City of Irv
ine. Much of the new funding would go to the 
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University of California at Irvine, which is very 
active in research and program development 
in such key fields as alcohol and drug abuse 
research, treatment, and prevention, as well 
as in the field of preventive health research. 

Additional federal health funding would 
also assist the county in servicing the public 
health needs of its growing population. Three 
alcohol and drug detoxification facilrties could 
be added, with 90 beds in each of these county 
facilities. Drug abuse prevention and early 
intervention programs could be expanded. 
Mental health in-patient services could be 
expanded by 35 beds, and mental health 
services for institutionalized juveniles could be 
increased. Current programs for the diagno
sis, treatment and prevention of AIDS could 
be tripled. And prenatal care could be ex
tended to 2,000 more mothers. Finally, family 
planning services could be expanded for 
county-wide programs. 

Social Services for Orange County: 
$15,368,000 in New Funding Per Year 

The Irvine and Orange County area have 
growing needs for child care and child devel
opment, special services to the aging, and 
shelter for the homeless. The county would 

obtain more than $15 million in additional 
federal support annually, totaling over $75 
million for the five-year period. It would then 
be allowed to expand its services to the two 
fastest growing segments of the population: 
children and senior citizens. 

The number of day care slots in the 
county is far short of current demands. The 
additional federal money could just about 
double the number of ch ildren enrolled in day 
care programs, and increase the number of 
children in Head Start. For example, in Irvine, 
50 to 100 children could be brought into full 
day Head Start type programs, eliminating the 
current waiting list. 

A major expansion of services could also 
be provided to the county's growing senior 
population. An increase in transportation 
services would al low the elderly better access 
to the county's public and private medical 
facilities, and reduce the need for hospitaliza
tion and nursing home care. With the expan
sion of the homemaking and home meal pro
gram, more seniors would be able to remain 
in their own homes. 

Additional shelter for the homeless could 
also be provided where there is a currently a 
shortage of shelter space. And services to deal 

Table 12 
THE EFFECT ON IRVINE'S GROSS REGIONAL PRODUCT 

FROM A SHIFT IN FEDERAL PRIORITIES 

Gross Regional 
Product 

Personal 
Disposable Income 

Private Fixed 
Investment 

Annual Average for 1986-1990 
(Measured in 1982 dollars) 

Increases from 
Urban Programs 

+ $6,500,000 

+ $4,200,000 

+ $ 800,000 
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Decreases from 
Military Cuts 

- $12,800,000 

- $6,300,000 

- $2,700,000 

Net Impact 

- $6,300,000 

- $2,100,000 

- $1,900,000 



with the problem of family violence could be 
expanded. 

IRVINE: The Economic Impacts 

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

As Table 12 shows, Irvine's Gross Re
gional Product declines by an average of S6.3 
million per year, personal disposable income 
falls by $2.1 million per year, and private fixed 
investment by $1.9 million. As noted before, 
the private fixed investment figures do not 
reflect the effects of net public investment on 
public infrastructural improvements. 

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

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

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

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

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

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

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



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

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

What the City Case Studies Reveal 

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

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

CONCLUSION 

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

Even after such a transfer were made, 
the nation's military budget would still be 
permitted an average annual real spending 
increase of $41 billion over 1981 levels after 
inflation. 

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

The city studies of Chicago, Austin, T ren
ton and Irvine demonstrate that this spending 
shift could make a sustained contribution to a 
higher quality of life. It could mean that the 
cities' children are better educated, the public 
health system improved, the elderly receive 
better care, and more housing is provided for 
the poor. 

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

National Priorities 

Resolution No. 5 
Mayor Larry Agran 
Irvine 

1. WHEREAS, theAdministrationandmeCongresshavecutS20billion from key urban programs 
over the last ten years·. representing an SO percent reduction in real terms, in such cuts 
including outright elimination of the general revenue sharing program, major reductions 
in Community Development Block Grants, economic development programs, 
wastewater treatment, public transportation assistance and job training activities; and 

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

3. WHEREAS, the Administration proposed new budget authority of S1 trillion for military programs 
over the next three years, FY~90; and 

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

5. WHEREAS, military spending creates !e-,•,er jobs per bi 'ion dollars of spending than do urban 
programs; and 

6. WHEREAS,ifmilitaryspendingwerereducedandsocialandinfrastructurespendingincreased. 
the result would be a net increase in jobs, 

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

8. BE IT FURTHER RESOLVED that the U.S. Conference of Mayors calls upon the Congress 
and the Administration to ensure that reduced military spending is accompanied by 
special assistance to those commun.'ties \\ith mirrtarily-dependent economies; and 

9. BE IT FURTHER RESOLVED that the U.S. C<>nference of Mayors pledges its own 
examination of the economic and employment impacts, including the impact on 
Individual cit ies if nat ional priorities are realigned to increase spending on urban 
programs and decrease spending fo r military purposes. 

· n,;., cala<al- ,s based on a comparison ol lhe cha,'IQO$ .., ~"' levels cl ~ Aulhorily for these p,og·ams in FY 1978 versus me 

M -~as,..~ ~BudgetAlr.ho<lly inFY 1988. These f,g.res2!eina.nenldollals. See Thol'ederal&6Jef andlhe~ 
by The U.S. Conlercnce ol Mayors. Janua,y 1987. page v 



FEDERAL GRANTS TO AID CITIES 

AJ!.'CllONAL CATEGORY 
Fro,n: Code of Feoeral Domestic Assistance 
(December. 1987 Listing) 

- - ----

APPENDIX B 

ASSISTANCE TYPE RECIPIENT 
(A • Formula Grants (S:ate.'local! 
(8) • Pro1oct Grants 
(CJ • Direcl Payments (Specilied Use) 
;o • Oirea Payments (Un,estnaed Use) 

AGENCY 
SUBAGENCY 
Cede of Fsdera/ Domestic Assistance Number & Program Oesc,,ption 

TRANSPORTATION 

DEPARTMENT OF TRANSPORTATION 

URBAN MASS TRANSIT ADMlNISTRATK>N 
20.500 Uroan Mass Transit Capital lr.,provemern. Gran:s 
20.503 Urban Mass Transit Managerial & Tra,n,ng Grams 
20.505 Urban Mass Transil Technical Studies Grams 
20.507 Urban Mass T ransrt Capital & Opera:ing Assistance 
20.511 HLman Resource Program 
20.512 Urban Mass Transit Technical Assisiznc:e 

EDUCATION 

6 
8 
8 
A 
6 
6 

SL 

St. 
Sil 
St. 
St. 
Sil 

DEPARTMENT OF EDUCATION (lndudes Only Beu.en:,,,;. Secondary & Voc,;:ional Ed.) 

84.002 Adult Education - State Administered Programs A SIL 
84.003 Birlngual Education 6,C SIL 
8".004 CMI Rights Technical Assrstance & Tr.lJr.ltlS 8 SIL 
&< .009 EducatJon of Handicapped Children in 5:aze Schools ;., SIL 
8'1.01 O Educationally Deprived Children - Local Agenoes A s 
84.011 Migran1 Education - Basic State Formula Granl A s 
8".012 Educationally Deprived Children - Sla:e Admon. A s 
84.013 Neglected & Oefinquent Chilcren A s 
8".014 Follow Through 8 SIL 
8".023 Handicapped- Innovation & Development 8 SIL 
84.024 Handicapped Earty Childhood Education 8 SIL 
8".026 Handicapped Me<fia Serviees & ~ Ams B,C SIL 
84.027 Hancfcapped - Slate Gran:s A Sil 
84.028 Handicapped Regional Resource & Federal Centers 8 SIL 
84.029 Handicapped Education - Special Ed. Personnel Dev. 8 Sil 
84.~ lmpacl Aid - Construclion 8 L 
84.041 lmpacl Aid - Maintenance & Oper-.,;ion D L 
84.042 Student Support Services B Sil 
84.044 Talent Search 8 SIL 
84.047 Upward Bound 8 SIL 
84.048 Voca!ional Education - Basic Gtar-.s to S;;;;es A s 
84.051 National Vocational Education Rese2tc:h 8 Sil 
84.053 Vocational Education State Counals A s 
84.066 Educatiooal Opportunity Cen1ers 8 Sil 
84.069 Grants to States lot State Srudenl lnc:en:ives A SIL 
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84.073 National Diffusion Network B SIL 
84.077 Bilingual Vocational Training B,C SIL 
84.086 Handicapped Education - Severely Handoeapped B SIL 
84.099 Biungual Vocational Instructor Training B,C s 
84 100 Bilingual Voca110nal Materials, Melhods. e:c. 8 s 
84.103 Training lor Special Programs Stal' & Leade<sl.;, 8 SIL 
84.122 Secre;a,y's Oiscre:,ona,y 8 SIL 
84 126 Rehabililalion 5eMces - 3asic SIJl)l)0<1$ A s 
84 128 Rehabililalion SeMces - Service Piojeas 8 SIL 
84 .129 Reh2bili:ation Training 8 S.1.. 
84 132 Cen:ers !or Independent Living 8 S.1.. 
84.1 33 Na'.ional lnst.1Ule on Disability & Rehab. Research 8 Sil 
84.136 Legal Training for the Disadvantaged 8 Sil 
84.141 Migrant Education - High School Equivalency Program 8 L 
84.151 Improving School Programs - State Block Grants A s 
84.154 Public libra,y Construction A s 
84.155 Removal of Archilectural Barriers 10 Handicapped A s 
84.158 Seconda,y Ed. & Transitional Services for 

Handicapped Youlh B Sil 
84 .159 Training lor Handicapped Individuals 8 s 
84.160 Training Interpreters for Deal lnolYiouals 8 SIL 
84 .161 Clie<u Assistance for Haro"v:,,pped a.id,-.aduals A Sil 
84.162 Eme,ga,cy lmm,grant Educalion A s 
84.1~ Sla:eGrants: Teacher Sl<ilsin ~'l. Soenoe. 

Foreign l.2nguage. Computer Leaming A s 
84 165 MagCiet School Ass<stance 8 L 
84 167 Librd}' Literacy 8 Sil 
84 .168 Secretary's Oisaetronary Program for Malh. 

Saence. Computer Learning Critical Foreign laflg. 8 SIL 
84 169 Comprehensive Services for Independent LIVing A s 
84.171 Excellence in Education B L 
84.172 Construction, Reconstruction & Renovation of 

Academic Facilities 8 s 
84.174 Vocational Education - Community Based Org. A SIL 
84178 Leadership in Educational Administratl0f1 Development 8 SIL 
84.180 Technology, Education Media. for lhe Handicapped B SIL 
84.192 Adult Education for the HomelesS A SIL 
84.1~ BIiinguai Educaoon SuppO<t Services 8 SIL 
84 195 Bilingual EducatJOn and Training Granls 8 SIL 
8'<.196 Sla:.e AaiviL'es -Edueabon of Homeless YO<l'.h A s 

HOUSING AND COMMUNITY DEVELOPMENT 

DEPARTtlENT OF COMMERCE 

ECONOMIC DEVELOPMENT ADMINISTRATION 

11.300 Economic Development - Grants for Public Works Fae. 8 SIL 
11.302 Economic Development - Support for Planning Org. B L 
11.303 Economic Development - Technical Assistance B SIL 
11.304 Economic Development - Public Wor1<s Impact Proj. B L 
11-305 Economic Development - Stale & Local Dev. Planning B SIL 
11.307 Special Economic Development & Adjustment 

Assis1ance Program Severe Dislocation eic. 8 SIL 

42 



HOUSING AND COMMUNITY DEVELOPMENT (continued) 

OEPARTMEll.'T OF HOUSI NG AND URSM OE\'=LOPMENT 

HOUSING - FEDERAL HOUSING COMMISSIONER 
14.156 Lower Income Housing Assistance Program 
14.169 Housing Counseling Assistance Program 
14 17• Hous.ng Development Grants 

CX)t.'MUNITY Pl.ANNING AND DEVELOPMENT 
14218 Community Development BIOd< Grants! Ent.;err;e.-.: 
14219 Community Development Block Grants/ Smal Cities 
14.221 Urban Development Action Grants 
14.227 Community Development Block Grants/ Sectelaly's 

Oisaelionaty Fund/ Tect,nical Assisianoe 
• 4.228 Co.'M'!Urit/ Oevelopmenl Block Gran.s.' Sla:e Progams 
t<:230 Aetltal Housing RehabiL:a:ion 
14.231 Emergency Shelters Grants Program 
14.232 Community Development Block GranV Sectetary"s 

Discretionary Fund/ Special Projects 
1".~I Fair Housing Assistance Program 
; ~.506 General Research & Tech IOlogy Ac:,,vr;y 
14.550 Solar Energy and Energy ConrervallOn 8an!t 
g.851 Low Income Housing - Homeownership Oppor.unit,es 

EMPLOYMENT AND TRAINING 

DE?AATh':NT OF HEAL TH A>\:!> HUMAN SERI/ICES 

FAJ.' IL Y SUPPORT ADMINISTRA T10N 

13.790 Worl< Incentive Program 

DEPARTMENT OF LABOR 

El.'PlOYMENT AND TRAINING ADMINISTRATION 

17 235 $eI1l0< Commun,ty Service Err,ploymen:t Progrcm 
17 246 Employment and Training Assistanoe-Oisloca:eo 

Worl<ers 
17.247 Migrant and Seasonal Farm Worl<ers 
17 248 Employment and Training R&D 
17249 Employmen1 Services and Job Training-~ 

and Demons:ration Programs 
17 .250 Job Training Partnership N:t 

SOCIAL SERVICES 

DEPARTMENT OF HEAL TH AND HUMAN SERVICES 

OFFICE OF HUMAN DEVELOPMENT SERVICcS 

13.600 Adrnir.suation lor CIYldren, You1h & P-emilies Head Start 
13.633 Special Programs for the Aging-Grams for 

Supportive Services and Senior Centers (rrtle Ill) 
13.635 Special Programs for the Aging-Nutrition Services (Trtle Ill) 
13.667 Social Services Block Grants 

FAMILY SUPPORT ADMINISTRATION 

13. 792 Community Services Block Grants 
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13.793 Community Services Block Grants · Discretionary C s 
13.795 Community Services Block Grants · Discretionary/ 

Community Food and Nutrit.ioo A.C Sil 

PUBLIC HEALTH 

DEPARTMENT OF HEALTH ANO HUMAN SERVICES 

PUBLIC HEALTH SERVICE 

13.110 Maternal & Child Health Consolidated Programs B s 
13.116TuberculosisConlrolPrograms 8 SIL 
13.118 AIDS Activity B SIL 
13.125 Mental Health Planning & Demonstration Projects B s 
13.141 Alcohol & Drug Abuse Treatment Block Grant B s 
13.217 Family Planning Services B SIL 
13.224 Community Health Centers B SIL 
13.226 Health Services Researdl & Development Grants B SIL 
13.242 Mental Health Research B SIL 
13.260 Family Planning Personnel Training B SIL 
13.262 Occupational Health & Safety Researdl B SIL 
13.263 Occupational Health & Safety Training B SIL 
13.268 Childhood Immunization Grants B SIL 
13.273 Alcohol Research Programs B SIL 
13.279 Drug Abuse Research Programs B SIL 
13.824 Area Health Education Centers B S/L 
13.888 Home Health Service & Training B SIL 
13.891 Alcohol Research Center Grants B SIL 
13.977 Preventive Health Services, Sexually 

Transmined Disease Control B SIL 
13.978 Preventive Health Services, Demonstration & Pubric 

Information and Education B SIL 
13.991 Preventive Health & Health Services Block Grants A s 
13.992 Alcohol, Drug Abuse & Mental Heahh Block Grants A s 
13.994 Maternal & Child Health Services Block Grants A s 
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APPENOIXC 
METHODOLOGY ANO DOCUMENTATION FOR U.S. CONFERENCE OF MAYORS STUDY 

L INTROOUCTION 

The resuits of this study are based on 
two compu1er simulahons for the n..itional 
impact analysis. and two simulations for 
each of the four cities. All of tho oompute.r 
s.r-mta-:ions were perlooncd with the 

--Fotecasl $im!J!2,ion Model ·=s-53;,.,. P""by~Ecooomic 
MOCels 11C. lREM: o.f Amherst. 
~•~ Toefirstse1ofsimulauons 
es.~ted separaiely the impact of 
reducing annual miitary expenditures by 
S30 bilion c:,,er !he 1986-1990 period on 
the na5on as a whole. and the tour cities 
and COU"'AS seleaed I« the srudy. The 
second wt cl s••nula:lions esl.maled 
se~J..0y 1he ~ on me na110n and 
U'"'1e se.ec=:ed ~.es and o:.ies of 
increas,ng speci5c cawgones of federal 
grants•ln-aid to state and local 
governments by S30 billion per year over 
the 1986-1990 penod. 

Er,ploymeru Research Associates 
cs:r.-.a!ild lhecflangesC>lhelinaldemand 
~Qood:s andserviceS wti:tlwouldocc:ur 
as a,,,... d. reaaid rnili:2Jy spanc.ng. 
anc n::rwuea umng,ams~ Sor the 
1986--1990 period. These demand 
changes k>tmcd the inputs for separate 
simu'.at,ons o( the nat,onal impacts and 
the impads on the four cities of teduced 
IMlary spcndslg and increased uroan 
gra, .. 5t,Mdt.g,. ~q,u;s-..ereeoi.e.red 
..., !he Ral.J - ., esimaie lhe 
e-:p.\Cyme,-t. ot.:lpc.rt. income. and 
• -•est.net• "'-.pacts beach area over the 
penod. These eslima:es i<1clWe aRdorect, 
inditect and induoed impacis due 10 the 
S30 bd&on lfansfer from miktary to urban 
programs.. 

The In! se, cl-.. estimated 
" eoo.oaic e:!"ects ol itie reduaion in 
dlitary Sl)80(ir,g. oddi,g al direct. 
...-caandiDducedincome.~ 
e,n!]loyme,tand we bsses. The second 
set ot WTMationsestimated the economic 
etfeas of the increases in spending on 
education. health care. housing . 
ltanspoc1alo0n.andcenainsoeialservices. 
Theneln1)3CIS_.aresullcl~ 
lbefosses.necoroza..adivi:yes:ima!ed 
b)'me m.lllary,..,._....,, 1ho gains 
.-.e:ozo,,cadMi)'..-na:edb'flheuroan 
program $ltl'llll2!ion$ 

Sepatale REMI models were developed 
lo< lhe na1JOn and the 101J! cities to to recast 
&he baseine eo::inornicconditions in each, 
and ., Slml.f2'e lhe e.,eas of reduced 
._,,. spadrzg - increased wban 
g-""'5. These -- locec:.$$ !«med 
;:., basrs lor a,a!yz,ng !he~ of 
ch2nges in demand <l,e to lowe1 military 
spending and higher urban grant 
spending. 

E2d1 oty (a.icago, T,.,.,,. . ;..-, anc 
IMOe) was modeled as a .,.,._. cl lt,e 
courny economy in~ Ci is located [Le.. 
the ooun6es of Cook. Mercer. T f'aVIS, and 
Orange,,espcdively).Separatetunswere 
also d011e foe ead1 CO<Jn,y eo,nomy so 2s 
to gauge Ille relative ,mpact of !he 
proposed pcicy ~ on Ille courcy 
asa~. 1"?zsalc!-#edtoc2co,.rpisoc1 
clthec:ounry.,cl!! n,pen:us,ions ,.-c,.,-,e 
er.eas on~ 0:-, so tt-.a! a1 ~ n5 

assessrMnt c:,cMd be made. 
THE REMI FS.53 MOOEL 

The REMI IOlecasl simulation model 
combines Che 2dvanlages ol an input· 
output model and .an econometric. 
simu!alioc'I r:;odel. n--e ,np<.>-outpc,t 
~ "' ... "100<!I _, 
track int•••in<W$1ty pi.J'dlaStt (for 
example, lhe purthaseol S:eel bylhe ...,:o 
industry). The ea:aoomeuiic parametefs in 
the model make it possible 10 trace 
competitive effeas by industry. wage 
changes 111 oc:,:,,pa:ion. $l1i:!ls between 
capilal and-· and ngt2!ion e!'edS 
tt.roug;h t.r..e as t..~ C'l!...1:ti-reg~ 
economy responds c!yr-•·Y to 
exogenous c;t-.;;nses,. 

The multl-regi:,nal dime,,s;)l1 ol 1he 
REMI Model makes it possible to 
accura1ety estimate thedynamM: response 
of an ind'tvic:Jual eoun:y·s eoonotny to 
changes in the sae ..i ~ of 
der..and 10< ii°"""'YS OUlptlt. In ll'le Ret.U 

Model. es=,a!eS ol _, --""' 
developed ~a-a;,proach. 
~ - ~dlange.,defflandw,l&s, 
a.,ect the demand foe goods and se,v,ces 
p<oduoed by the couniy·s indus1ries, and 
in tum. affect the demand for fabOr in the 
ooun1y,aswelaslhowa,geratesandother 
COS!Sof proct;,aiorl.AJ~'>esa..>elime..p;,,t 
olthecnangemoe,,,and...Wr;,ccuc:zuts;oe 
lhe ~~ ....,._,,_ as lhe c,:,ur,;y's 

- cl «xjlO(l:s - .._u !tom lt,e 
restolll>ena1ionwillchange.lmpacts 
within ac:ovntyare based on 1he p<oponion 
of local demand S<Jpplied locally by each 
industty In the oouniy (this proportion is 
called 1ho regional pun:hase coc,ffic:ienl). 
The laghe< the prooo,1ion cl locally 

st,Wled ~ lo< loc:a, ~- the 
grea:e< acllan!;e ino,,c-...,,..;wil-.the 
CClfJl1t'(s econa :y. 

The ~ and re4ationsl,ips 
contained within the REMI Model have 
been well documented in several 
pubished artides(see Treyz and Stevens, 
'The TFS Reg,onal t.Aodelling 
Me.."loclolog).' REGIONALSTUOIES. 19, 
1985,JlP. 547-662.IRIT<E)<. "PledGI., 
lhe &:uco<it:. Olects al Sia» Poley 
lnilia5-,' GROWTHM'DCI-W./GE. vol 
12,112, April 1!!81, pp. 2-8). The modefs 
methodology has been 'Mdely 18Viewed 
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-'fl the reg.c,n.· eco,0111C$ ~ (see 
Roger Boltor "fleg,on. ErotiorT-""'1C 
Models: JOURNAL OF REG/0,W,c.. 
SCIENCE.vol 25,#4.1985,pp.Slo-511. 
and Jcf1ery Round. ·Nonsurvey 
Techniques: A Critical Review ol the 
Theory and the Evidence: 
/NTERJ>IAT/ONALREGl()t.A!.SCJENC!: 
REVIEW, Vol. 8. ~- 1983, ;:,:>.18$-212,. 
T cdu-.c:::al quesjon:s abou. t.'le REM. 
M.Jflireg,onal fS.53 Moael sllo<Acl be 
addressedtoOr.Geo<gol Treyz,Reg,or,al 
Economic Models. Inc., 306 Lincoln Ave. 
Amhe1st. MA 01002. 

II . THE MILITARY IMPACT 
SIMULATIONS 

1he teduc::&ions in ..... ;i:;a,. "Y ~ 
outiays.l)ef'50rr,El~a,,c,__ 

ol personnel"""., the $30 -
cutin miliiaryexpencf.JIJ<e$,..,,e esllmaled 
separately for the nation as a whole. and 
lor eaoo oil)' and couniy ~ This 
pc-ooess fir&I requited separating out the 
components ol the miEtary budget "'1ch 
could not be s.tjea to a.i:s in tne shon 
term.. 1"12mt!,'y. celilei -•<-~ ~ 
y1.ilc.. iUed and~ ;oet$Qi,. e,... 
These payn-.e,,t:S ate pa.,,( ,:.bi,;zlul IS ,,[ 

1he 0epanmen: ol Oclense and -lore 
are not pcoperly the subl«;t of o.r..s 111 pay. 
Second, the portion of domestic "'•tary 
gpeliding Cl.It$ h2d to be S8?2fc!Wd frow,il 
Che share ot the CU".s whoct> would !al on 
f«eign r,<oclu0erS of rr.ctary gooes. aacl 
pe,soo,.elpoymer.:sal>i'0ad.rirmt . .=er 
ChesPdectc:>:>os~ IT".ade. lhcOOI · d1IC: 
lriilaryrut$COl.iCbe-oc,asacn,ss. 
the-board amuaJ -e CU'.S en 
military purchases of goods 2nd serve.es. 
reductions in milita,y personnel, a.nd 
personnel payments. which wete 
estimated separately for the 112,_ and 
eacholtneCllleSandcoaies 

A) Estimating the Reductions in 
National Military Pc~urement 
Outlays,Personnef, ano Personnef 
Payments. 

Oepartmen1 of Defense domestic 
procurement purchases. personnel 
paymerns and tolal - and non
uniformed pe.sc-a.el ~e cz~ t : d for 
FY 1986andFY1987 Plqeaionsdu:.ce 
sp,nding and pe,so,,,e; .,.,,, uMd ., 
derive estimates lor FY 1!!88 irYOUg/1 FY 
1990. Total 000 outlays lor ITW'.arf and 
civilian functions were taken from the 
Budget of the U.S. G<>vemmenr for r,sca1 
years 1986 through 1989. Estima:es of 
IOtal 000 spending for FY 1990 were 
lal<ei>lromHist,ric;aJTa1>1es&.q,otdll>e 
f.lri:_<>d Str.es ~ FY 1989.. 

Once total 0.0.0. outlays "-ere 
estimated foe each ti$Cal yea,, n!'.Jer..em 
payments 10 unifonned pe~ were 
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esunated from U.S.Budgct Appendices 
(e<fllioos FY 1987-1989). Estimates of 
non-unif0tmed retirement payments were 
taken from the Object Class Analysis 
&dget of me United States (e-ditions FY 
1987- 1989). Because retirement 
payments toul"lliormcd and non-unifo,med 
personnel were transfer payments from 
past obligations, these paymcots we<c 
deducledfrom10lalO.O.O.oullaystoarrive 
at the portion of the military budget subject 
to the budget cut 

The cut Ml S30 biltion dollars to finance 
urban programs as a share of total 
cfiscretionary 0.0.0. programs was then 
caJcutated. This equalled the following 
percentage cut for each fiscal year: 

1936 1987 1988 1989 1990 

12.1% 11.8% 11.7% 11.4% 10.9% 

Since i1 was assumed that an equal 
across-the-board cut would be made to 
finance the urban initiative. these are the 
annual percentages by which all domestic 
0.0.0 . expen<frtures were reduced. Cuts 
fa)lin(J onmiitaiy prOCUfementoutlays from 
foreign firms and payments to personnel 
stationed abroad were excluded because 
they do not directly attect the U.S. 
economy. 

To estimate the economic impacts of 
ttvs miZitaryoutlay reduction. expenditures 
fordomesticpcocurementpurchasesfrom 
theprivateseaorhadtobeseparatedfrom 
wage payments to uniformed and non· 
uMormed personnel. The piocess of 
oevelopinglheinputslothemooelforeach 
year to estimate the eoonomic impacts of 
the mi1tary budget reduction involved four 
steps. 

1. Estimating payments to uniformed 
and non-uni"formed 0.0.0. personnel 
and procurement OtJUays for goods and 
services. 

a) Aclual and projected uniformed and 
non--uniformed personnel payments were 
taken from: Office of Management and the 
Budge, ot,jecl Class Analysis Budget of 
the United Slates FY 1987-1989. The 
share ol personnel payments going to 
domesticpersoonelwasbasedontheratio 
of payments todomesticpersonneltototal 
personnel in 1986 derived from the 
0.0.0.'s Ad:,s State Data Abstract FY 
1986. II was assumed that 1he share or 
personnel paymenlS going to domestic 
personnel ve,sus payments 10 personnel 
staliooed abroad would equal the share in 
1936 fo, eaeh subsequent year or the 
study. 

b) Tola! procurement ootlays for goods 
and services were obtained by subtracting 
all domestic and foreign personnel 
payments from total discretionary 0.0.0. 
oullays (exc:luo,ng retirement payments). 
To get total D.O.D. procurement outlays 

b ,,. .. ;.•:,;:;,··; , ,,. . "\\!'U~i-\i'.\tJ;i;,: 

in the domestic ecooorny. total D.O 0 
otitlays for ~ and services were 
mutl;.ipltedbythera:ioofdomesticCOf'l11aC1s 
to total eonltaas fOf each fiscal year. Tltis 
ratio was based on fo,eign and domestic 
CO(l.!fact da1a for FY 1984-1987 obtained 
from the Federal Procurement Data 
Center. Thisratiowaslincaffyimeq:,olaled 
fromthc 1984--19:S7datatodctcrmine1he 
share oi domestic procurement outlays 
for 1988-1990. Once lotal 0 .0.D. 
domestic procurement outlays for goods 
andserviceswereestrmated104'eachyear. 
these outlayswe,emu:ltipliedbythe annual 
percentage reduction in discretionary 
de1ense spetdng from the $30 billion 
doUar cut. 

2. AIIQ,c-,ating the national culs in D.O.D. 
procuremenl to 53 industries. 

The distri bution of the cots in 
procurement outlays among the 53 
industries in the REM! model was derived 
by using the ~oeiense Translator~ 
developed by Employmen1 Resea,ch 
Associates. Fi,st. ®tail ed prime con1ract 
information for the nation was purchased 
from 1he federal Procuremen1 Data 
Cente<. TOO conttact data is ctassified by 
the lour digit Federal Ptocurement Code. 
Nex1, by using the Employment Research 
Associates Defense Transla1or-a br'idge 
between the Federal Procurement Codes 
and the 466 Bureau of Economic Analysis 
industry specif,cation - the percentage 
of total 0.0.0 conuaa:s going 10 each 
industry was estimated tor FY 1986 and 
1987. A three ye-at moving average was 
used to es€imate the conuc:ct distribution 
for FY 1988--00. 

P,ocurement outlays going to each 
industry in a given year are a resul1 of new 
conliacts begun in that fiscal year and 
contracts from prCVKXJS years. This pattern 
reflects the fact that the share of outlays 
going to an industry lag behind the share 
of contracts obligated for an industry. 
Evidence indicates tha.1 the share of 
outlays going 10a given industry in a given 
fiscal year is about 60% of the share of 
conuacts oligated tor that industry in that 
year, 30% tcom the p<evious year's 
conuaa obifigations. and 10% from two 
years prior to the outlay. This approach 
was used to allocate the cuts in outlays by 
industryforeadlfiscalyear. Tnecutswere 
initially cflSUibll1ed among 466 industries. 
and then were aggregated to the 53 
Industries rep.-esen1ed in the REMI model. 
These cuts in outlays (representing a 
vector of reductions in final sales by 
industry) were entered into the model to 
estimate the national econom.C impacts 
of the pro<:urement cu-.s. 

3.Estimating the reduction in domestic 
uniformed and non-uniformed 
personnel due to an annual S30 billion 
dollar cut 

a) The numbe, of active duty domestic 
uniformed and non-untformed personnel 

46 

for FY t 986 and 1987 was 1akeo irorn 
$elected Manpower S:atistics FY 1988 
and Civilian Manpower Siatistics(FY 1986 
and 1987 editions}. Estimates oi mifitary 
personnel ior FY 1988--1990 were taken 
from Report of Che Secretary of Defense 
10 the Congress FY 1988/1989. The ratio 
of domestic uniformed and non-uniformed 
pe(sonnel to 101al personnel in 1986 and 
1987 was used to estimate the number of 
personn-cl stationed in the U.Sjn FY 
1988-1S90 unde, lheassumption that this 
ratio woutd ,cmain constant over tilese 
three years. 

b) Once lhc 101aJ numbet ol domesoc 
tiniformed and non-uniformed personnel 
were estimated for each fisca.J year, ii was 
reduced by the annual percentage CUI. in 
total 0.0.0 . discretionary outlays frOO'l: the 
$30 billion redoction. These reduaions in 
employment were entered i010 the REMI 
model to calculate both me dilect and 
indirect employment losses as a resull of 
the reduction in personnal income. A tul 
estimateoftheeconomiicactivity&oregone 
due to these cuts in employment and 
personnaJ income ,equ:ired anad',ustment 
10 the 101a1 wage bill of military and civilian 
federal employees contained in the REMI 
model. 

c} The ,eduction in military personnel 
abroad were added to the domestic 
personnel reducaions to cab.date thecfrseet 
employment effecis of redvceo' military 
spending. Because the wages andsataries 
of these personnel are largely spent 
abroad rather than at hor'ne. the wage 
effects were not added 10 the model 
because the effects of thisredocedincome 
are f eli abroad. rather than in the domestic 
economy. 

4. Adjusting the wage biU of milrtary 
uniformed and non-uniformed 
personnel to capture the full ettects of 
the reduction in domestic employment. 

The REMI model estimates the economic 
impacts of ceduceddemandfromthe lower 
wage income resulting from the ruts in 
101a1 employment. To estimate the fut! 
economic impacts of a reduction in 
uniformed mflitary employment by 100. for 
example, the model r&duces direct 
employment by 100.and,edoces the wage 
bill and income based on the average wage 
per mifitary·related employee. However. 
the average wage impflcit in our estimates 
of cuts in military uniformed and non• 
uniformed payroll (step 1 above) and 
numbers of personnel (step 2 above) 
diff eced from the average wag.e for military 
and civilian personnel con.tajne<f in the 
model. 

The difference stems from REMrs use 
of !he Bureau of Economic Anatysis 
employmen1 and wage data. wl1icl1 does 
not distinguish between 000 civilian 
workersar.dothe.rcM'ianfederaJworkers.. 
Furthermore. the sEA·s wage data for 
mititarypecsonnel undecstates the average 
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nominal wage kwefs tor loll•time ae-hvc 
outy person.net bocause it includos 
temporary and part•time personnel. An 
~ was necessary so tha1 1t,e 
c,:,r,ec:t wage level was moc-eled. The 
dilleooce-theDOOandBEAdata 
on --~ kv ,..;:a,i, e•liloimed 
2nd ~ employees was 
.,..,c;,p!,ed by lhe annual l0Cal cut in ead'I 
c:negcNy of c.-u]ploJmet IL This was then 
""'2fed as a change w, the wage btll of 
fedenll nwitaty and c:rviban em;,loyees. 
Therefore. the reduction in income 
resulting from the cu1 In military personnel 
equ·aJs the cul in direct employment 
mur..rpi;e.i by lhe average wage per 
employee in the model. plus 1he 
~inincome necessa,y torelloa 
:tl8ci!'erenc:e-thea-,e,agewagc 
9'ltne r-CIOel a:nd me average wage in our 
£Sir M 

BJ Estlmatingtbe Reductlonsin Military 
Procunrnent O<nl.ays, Pe,sonnef, and 
Personnel Paymenu In Each Ctty and 
County. 

NaUonaf cuts in military outlays, 
pel'SOMCL and personnel payments had 
to be C<l<Tect!y dlstnbuled to each of tho 
b# indviduaJ cities and counties lO the 
srudy Thi$ required tour Sleps. 
1. Allocating cuts l.n procuremenl 
outlays lO eacll county and city. 
~ oo w:a! 0.0.0 procuremen: 

cocaas r eacn o,;y and OO<""Y by 
~ place or per1o<mance were 
obcaned from the Fedefaf Pr00Jremcn1 
0..taCen.er focFY 1984-19S7. Th<lcu1s 
in 0.0.0. procurement outlays a1 the 
national 1evel we,e allocated to each city 
and county by the ratio of acity'so<eounty"s 
prune conaac:ts to 10tal national prime 
conu.c:ts. Foe exal11l)lo d 3% of national 
prime~-- to Orange County'" 
1986\henJ'J' r:J the NIIOnalOJtin 0.0.0. 
~ OU"!trys were ~ to 
Orange Coun,y in 1986. Ra._ kw the FY 
1988-1990 period _,. derived using a 
lhrM-ye.,rn,w,gave<agesolhallhcFY 
1988<.aowasbasedontheaveragerat,o 
from the 198$-1987 penod. The use of 
contract data to anocate actual outlays is 
necessary because the di-stribution of of 
government outlays by k>cation and 
industry is not avaiiable trom any source. 

2. Allocallng the city and county euts 
In 0.0.D. p,ocuremenl to 53 ind1.15ltlcS 

.once Ille a.es in o.o.o. O<.!ll2ys -· 
,,...,,, .. ,edloreach)ar lheseaJlswe<e 
--arnong53~
in eacto regi:,n. Oe,ailed ~ concracl 
~ lor each City and county was 
obtained from the Federal Procurement 
Oata Center. Using Employment 
Re,eateh Associates· Defense Industrial 
Translalor, the percon~ of total 0.0.0 
conltaCIS going to each industty in each 
O:ty and county was estimated lor 
FY1984-19a7. A tlvtt-year moving 
aven,ge w:,s used to estimate the 

industrial oontract Oistubuoon f0t FY 
1988-1990. 

Procu<ement oo:lays lor goods and 
S8MOCS go,ng ., each itQJs,ry ,.,,,. 
e:stim.a.:ecina~"n2t'25.0UCbediinW11> 
A.2.. a::>0\le. n.s aoceo:.n was used iO 

2loc2:e a.. a:n:21 c.cs ., OUll2ys by 
ro,sa,y .. udt o:y a-.; ,:n;ny. Tt.e ails 
.. ~.-ig ... <66ro=ies~"""' 
tt ..... agg,ega,ed ;o;:-,e 53indu5:nesused 
in the A&,• mooel for ead'I aty and 
CQUnty,lhffocutsinou-.:a,.s(~osenting 
a vector ot reduc:tions in final saJcs by 
industry) wo,e entered in.to the modcl as 
changes in tinal saies to estimate tfle 
economic lmpacls "' the 1ocat level 

3. EsbtNling !he teduc,tion in 
uniformed and non•uniformed 
pe,sonnelineaooci.-yand counly&om 
the annual $30 _,CUL 

-:l,e no.Mber " ~- - nc,n. uuilvu,ll!d p,,<sornel in eac:I> aty and 
COC'flty for 1966 W-o$ obta,nej t,om the 
Oeparuncnt ol Defense. ~lion of 
Personne/OyStateandSel<aodLccatioo 
FY 1986. l'hcsetolaJs -• crosschecked 
agains1 Iha U.S. Otfce of Personnel 
Managemen1. Employm~nt by 
G~/veaSiennialR,p:;tt. 1986. 

~o eSlimale the - d -■,et in 
eadlco,ntyor r;,ty be FY 1967- 1990. ii 
was ~-med ::t-.a! tie- Cllll?S' or o::x.aies" 
s.~.a..-ec:1'~U S pe:s::A.t! WOUidreme?n 
constam ove,-11>S perioc. ~ .. tile 
ra!lo of me l'lUf7iber d crwtormed atd non+ 
unifotmed personnel in a o:yor c:oc.w'lty to 
toial U.S. undormed or non-,,ndormed 
personnel in 1986 was muh,phed by the 
number 01 actual and p,ojecied U.S. 
military retated personnel in FY 
1987-1990. Tnos )i<>lded an es1ima.1e of 
the """1 undc,,med and -
pe,sonne1 .,oacnci:tya'ld~lor each 
year. These lOtalS_,,,,_,_ by 
tile~= i:l l0tal d<saelioi,ary 
O.OD. 01Aay$ lnxn tile S30i.oncut kv 
each yea, IOdem-etlleper,onnejO.Z in 

each city - o:,ucty. 

•· Adjusting the wage bill of military 
uniformed and non-uniformed 
personnel to capture the full effects of 
the reduction ln ~pk>yment for each 
city and county. 

AA 2'f)US:r>e.-4 also had to be made aI 
the cirf and ~, ie-,el 10 aa:,ounl lo< 
diflerenc:es -,, ::-.e ii:n::.6:il. wage ra:e 
be..'Weefl ERA· s es·irnat~ cl miitary 
pe,SO<- and !'<.-,,vi (?med on 00!) 
rt.,-;;, .nd those cor-=eo ., the AEMI 
r.,ooet r:J each coor.t/ (based on SEA 
data), Themellloddesa'lbedW\S!epA) 4a 
was used. 

Ill. THE URBAN GRANTS IMPACT 
SIMULATIONS 

The study has esuna:ed the effect of 
Slr.ing $30 - 2.-n.taly !,om lhe 
Oepa,,r1,e,t<Jf Oe!mse t:u,gel lO lederal 

47 

--~· t =--::;~ .. ~-'1~~~f.1T:: ', •:~; ·, • ~~~· :~¥-.m!N§;;~r .. 

grants•in•aid to state and local9()',-emmcnt 
urban programs for fiscal years 1986· 
1990. t here are lour s:eps io COtr4>U'.ong 
the share ol federal gcants--,.aid go,ng 10 
the urban progrwns and cities -
kvllliss.ucy:(Al_d.,.,urt>., 
prvgrams.,recer,,elheS30-.:rans:e, 

" f- ll:nds: (BJ e.:..-....... " tile mslln!I_"_,_.._, 
p,ogcamobiga!ior .. ...icu:layskvg,an=s• 
in-aid for me nalion. and kv lhe lour ObeS 
and counties in the case $11Jdy; (C) 
OiSlribution of !he new funds ,ransfetre<j 
to urban programs; (0) Sectorizabon of 
program outlays for ditect and hl'\31 
demands resulting from the injed,on of 
now funds. 

A) tdentificaOon of Targeted U~n 
P,ograms to - New Funds 

The U.S. Confecence of Mayors 
setectede-.efederaurbiinp.og,a.: 'tS wf'lid'J 
senre sorr,e ol 11>e CC>es' r.io& pr-,g 
needs in p<Jt,lc -.. social -= lransit, edlJcalron, empoo,ment and 
uaining, and housWlQ and community 
dovelopment. Only those g,ants-m~aid 
programs that are funded out ol ~neral 
revenues were selected to receive lhe 
budget transfer of $30 t,i5oc, annually. 
Trust·fundad programs were etd ded 
because they re gener-.Jy t.:nded out 
sepatoteladetalac:counlS. 

SpeQlic ledenl g,..i<...w pmgra.-:.s 
were then selected by The U.S. 
Con!erenceolMayorsinCOOSI 1!'2:M~-., 
Ille may,ocs and n, ~ of tile seieaed 
c:it,es {see ~ A fat the set <t. 
sele<;ted programs). Only formula and 
catego<icalgrantprograrnsthatarefunded 
1rom general reveooes were seleded 10 
include in the mix of urt>an programs. 
partieularfy those Iha! go cirectly IO Cltle$, 

or a,e passed lhrcugh wm = bloc>< 
grants IO the IOcaliDe$ 

The Code of F-J21 Domestoc 
Ass,stance al Fisal Year 1985 & 1987. 
by the Gene<2I Se,-,,,ces Mi • • sa-o , 
(available in :,ny telerence litnty). was 
used IO identily speofio Fedet3l Gtanls· 
in•Aid programs. In addilion. the Advisory 
Commission on Intergovernmental 
Relations' publication, A Catalog of 
Fodera/ Grant-In-Aid Programs t<> Slate 
and Local Govom,,,..ntS: Grants Funded 
FY 1986, 1987 (by the~ Council 
on Intergovernmental R&lat1ons. 
Washing:on. O.C. AugtJ$1. 1987) was 
used as a gin ao seiOa pogra ,.s Iha! 
met the.- cr..ena. 
8) £stirnatlon ol Baseline G~nl 
Program Obligations and Outlays, 
1986-1990 National and Local 
Estimates. 

1. Data Sources 

Data tor national and local grant 
obligations and outlays were drawn frvm 
The Budget of the United States 
Gow,mment FY 1989. Historica/ Table, 
by the Office" Manage<..e..i and 8udgel 
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of the E.xecutrve Ottioe of the President 
V'lashingtoo, O.C., anC the Consolidared 
Federal Funds Report. 1985. 1986. 1987 
by the Governments Division. Bureau of 
the Census. Dept. of Commerce. 
Washington, O.C. 20233. 

a) Outlay Data on f'ederal G,ants·fn· 
Aid. National budget outlay data on 
FedetaJ Gtants-ln•Aid to States and 
loca!ities were dravm from Table 12.3 of 
the H'IStorical T~bfes of the U.S. Budget. 
Each budget line in the respective 
functionaJ ea1egory of p,ograms {tor 
example, uooe, Housing, and Ucban 
Devefopmen1 there appears the 
Community Oevelopmen1 Grants) 
piovides ,evenues 10 fund a set oi 
particular gran1s-in-aid for cities o, state 
blockQ(ants for cities. The grant programs 
isted in the Code of Federal Domestic 
Assistancearefundedoutofthcsevarious 
budget i nes. 

b) Obigations Data on Federal Grants· 
In-Aid. Na.tionalbudgetdata onobligaHons 
for Federal Grants-In-Aid to States and 
Localities were drawn from the 
Cons0Jida1ed Federal Funds Report 
(CFFR) Da1a Tape. by the Division of 
Govemmems. Bureau of the Census. U.S. 
OepanmentofCommerce. Thisdatabase 
provides information Ofl grant obligations 
for the nation. and for the individual cities 
in the study. 

c) State 8kd< Grant Pass Throughs ,o 
LocaJGovemmems. The CFFR o'.ata base 
on obligations covers all grants•in-aio' that 
go directly to s.tates and kY'...alities, but does 
not report funds that are passed through 
(he states :o the locafities. Therefore, the 
CFFA data tends to unoerreport the 
amounto#grants-in-aidultimate!yawarded 
to cities. In adcfition. the CFFR reporting 
convenOOn fumps all state btock grants 
together as being received by the state·s 
capital city. 

To remedy these two reporting 
problems. ERA used the Schedules of 
Federal Anancial Assistance (required to 
befiledbyeachcity under the Single Audit 
Act) to determine the amount ol monies 
passed through from state bk:>ck grants. 
In addition, the attribution of all state block 
grants to the state's capital city (in this 
case Trenton.. New Jersey and Austin, 
Texas} was corrected by netting out all 
block grams, and then individually adding 
bad<.inorlfy those monies directly received 
f0t use in the city itself. 

State educational block grants, 
however. are not covered by each city's 
Schedu1eofFedera1FmancialAssistance. 
so me aooual reports by the respective 
s tate education departments were 
constrlted to determine the pass through 
of mories to the city school districts. 

2. Crosswalk Between Budget Unc.s 
and Code of federal Domestic 
Assistanoe 

A crosswalk was developed between 

the budge! bnes ol the federal budget for 
orants-in•a«::i to states and localities and 
lhe. Code oi Federal Domestic Assistance 
(CFOA). This crosswalk allows for the 
tdenrificationbyCOF Acodeot aJlthe grant 
p<ograms which were funded by specific 
budget lines. 

lhe gr ants-in-aid selected for thl$ study 
represents a SUbselof the programs listed 
in the above e<osswalk. and therefore 
constitute onfy a percentage of all gran1s
io-aid for states and localities. A second 
lis1 oi only those programs selected for 
the Conference study was drawn up by 
CFDAcode. so thal they could be selected 
outftomamongtheotherprogramstunded 
in the relcvam budget line. 

3. National Budget Outlays and 
Obtigations tor Selected Urban 
Programs. 

Using these CF'OA program ID codes, 
two summary reports were compiled' from 
o'le 1S86 and 1987 CFFR data tape to 
determine: first, fOf the nation, the annual 
grant ob6gatior-s for all programs listed in 
each budget line; and second. the annual 
grant obligations tor aJI the p<ograms 
selected lor the U.S. Conference S\vdy. 
For each majo1 category of grants (fo, 
example. primary and see.ondary 
educational g1an'tS-in-aid) the ratio was 
calculateool tile annualbudgetobliga1i:,r.s 
of the programs selected for the study to 
the annual budget ob&gatio0;s to, all the 
progra.ms in th.e budge1 line. 

These percentages were lhen applied 
to the outf.ay figu1es reported in in the 
Hisrcric-al T 2bfes. Table 12.3. to derive the 
annual bu<!getalyouttaysin 1986and 1987 
going 10 g,ant-in~aid pcograms selected 
for the Sludy. The average of the 1986 
and 1987 shares was applied to the outlay 
projections f0< 1988-1990 to determine 
the share going 10 these selected grant 
programs. 

4. City and Coun·ty Participation in 
Selected Programs: Obligations and 
Oullays Data Sources 

Obligations !or each of the counties and 
cities of the study we<e detennined from 
the CFFR dal2 tapes for 1986 and 1987 
andftomthe SchedtJleofFederaJFinancial 
Assistance. which are required to filed by 
each governmental unil under the Single 
Audit Act. 

The S<l>edules oi Federal Financial 
Assistance were consuhed to adjust the 
CFFA r.gures for Treo1on and Austin so 
that state bfock grants were not counted 
as grants going to those cities for their 
own use. In adc-ition. the Single Audits 
provided imormaoon on slate bloek grant 
funds that were passed throogh to the 
individual counties and cities. These 
reports were received from the respective 
city or county comptrollers. auditors or 
finance managers. Education bloek grant 
monies going to school cflstricts in eaeh 
city and county ¥.-ere derived from stale 

48 

~~Iih~,~;;;:~~~f'1Th1;§mtf }{~:;A;: ~~: ? ( ' -------·--.. --...... - ,... • ... 

reports trom me respec11ve state 
departments of educ1ion.. Urban II.ass 
Transit grants wc,e also checked again~ 
Schedulesoi Federa/F,nancia/Assislance 
of the individual transit authorities. 

5. Baseline Estimates ot City and 
County Grant Programs 

Annual summary acooums for each ci!y 
and county were drawn up f0t each major 
pcogram area based on the above data 
sources. In most cases grant obligations 
commiued to each city by program was 
1heaccounting basis fofestimating theto:al 
program g,ants. However, in some cases, 
more complete actual e.xpetdtu<e data 
was available thtough the Single Audit 
Repons, and these we-re used for the 
Basetine estimates. 

Using the baseline estimate ror each 
city's and county's grants by program. ~ 
city's and county's share of the national 
budgetary obligations (or outlays) was 
calculated for each program area. 
Generally, a two-year average of the city·s 
share (1986-1987) was appEedtothe out 
yeais of the national budget fOfecasl lrom 
the Histotfca!Tabtes(table 12.3)tocSerive 
each city's sha,e of na1ionaJ grant ootlays 
for the yea,s 1988-90. 

Two factors determine these baseltne 
forecasts. At the nat-,nal level, ~'le Office 
of Management and tloogef s federal 
for.Os for-eeast was used to d':ete.mine the 
actual and estimated outlays for urban 
gran1 programs. Secooo. 1he corren1 
participation of each of the cilie-s: and 
counties in the selected programs 
determined the current baseline oi grant 
funding, and hence their individual 
percentage of national programs. These 
two baseline estimates formed the basis 
for distributing 1he new funds from lhe 
annual transfer of $30 billion from lhe 
military budget into Federal urban grants· 
in-aid. 

C) OlstrlbutJon of New Funds from the 
Milltary Budget to Urban Grants 

Fo, the nation, the new funds resuttmg 
from the transfer of S30 billion from the 
military budget to fede<aJ urban g,ant 
programs. were distributed ao:::ocding to 
the percentage ot curren1 funcfing going to 
each major category of grants of al urban 
programs being srudied. Using these 
percentages. the $30 b«llion in new funds 
were distributed to each majol category 
tor each year. 

City and county new funds were 
distributed to each city's program base<! 
onthecity's(orcounty's)-share 
of national programs that were derived 
from the baseline estimates ot current 
grant outlays. 

0) Sector ization of New P,ogram 
Funding for Direct and Anal Demands 
by Industry and Service Sector 

To determine how the new funds would 
be spent by each cily. Employment 



Research Associates devek>ped and 
cirartated a questionnaire fo< each city, 
asking how lheywould spend the specified 
amounts of new funding in each gmnt 
program. 

The questioo.naire sooght to determine 
foteachcategoryofgrants,howthemoney 
would be spent on employee 
compensation. constrvction. and all othef 
expenditures. including contract services 
with private and oon...profit Ofganizations, 
operation and maintenance, and 
misceStaneovs ex:pencfitures. 

1. Crty Spending Mix by Program 

The city questionnaire data was used 
t-o break out the program expenditures of 
each city into the following 1ypes of 
spending. 

a) Employee compensation was broken 
out into I.he percentage to be spent on 
new hites ve<sus raises. 

b) Construction expenditures for au 
types of grants were funhec broken down 
into the percentage going 10 constructioo 
of: 

1) new residential 2 to4 unit structures; 

2) new residential garden apartments; 

3) new residential high rise apanments; 

~) 2ddmons and alterati9ns: 

5) other new residentiat ooostruction. 

6) f'1HI/ educational facilities 

7) new pubfic heahh facilities 

8) new mass u-ansit facilities 

c) Employment and Training program 
funding was further broken down into lhe 
percentage going for: 

1) general support payments for 
program participants (including 
payments for medical care, 
daycare, transportation, etc.); 

2) training services (including contract 
secvices with non-profit and private 
ocga.niz.ations and schools); 

3) wage supplement payments for 
woriters in on.the-job training. 

d} Urt>an mass trans• spending was 
also broken out into equipment purchases 
tor: 

1) motor vehicles (i.e. b1JSes. vans and 
cars); 

2) other transponation equipment (i .e. 
city rail roning stocl<) 

3) olhe< equipment. 

Thcamountspentontrar'$ferpayments 
(i.e. general support payments for 
employment and traini~ programs and 
wage supp1ement payments for on•the
job training) was also eakulated from the 
questiomaire data. 

The number oi new direct hires was 
calcula1ed based on the T reyz mod-cl 
forecast foi average yearly personal 

income for s1a1e: and locaJ governme,,1 
workers. 

2. National Spending Mix by Program 

National percemages for !he spending 
mix ot each program Mea were based on 
statutory requitemen.ts, agency annual 
program report$ and, where these proved 
insvfficient, the city questionnaire results 
we<e weighted by population to determine 
a proxy for the na1ional percentages. 

Statutory requirements largely 
determined lhe spending mix for 
Employment and Training programs, 
Housing and Community Development 
programs and Socia!Setvice 8lock Grant 
programs. The Ur'ban Mass Transit 
spending mix was dete.tmMled trom Table 
1 of the Sfa6sticatSummanesof Che Urban 
Mass Transp<;narion Administration 
Grants AssiSt3ncs Prograr;-.s. 1986 and 
1987. The Public HealthCare Block Grants 
and the Education spending mix were 
determined by using the questiormaire 
re-suits to calculate percentages based on 
an average which w-c.S weighted by the 
population of the four city samp&e. 

The overall spending mix in this study 
involved a towec share cl Iota.I spending 
going for wages and salaries than the 
average share of state and local 
government spending. T 01al 
compensation as a percentol' all spending 
in this study amounted to be:ween. 41<>/o 
and 45%, which is lowet than the 53o/°' to 
55%average percentageol toial state and 
focal government spencr.ing over the 1983 
to 1987 period (see the Survey of Current 
Business, February. 1988. pages2S-27). 

The national pe-rcentageof educational 
compensation going to new hires versus 
raises was. perhaps, the onty caJculation 
which affected the national net jobs 
calculations. This study assigned 80% of 
all new edocationaJ spencfing on wages 
and salaries of aR educalional staff, with 
96% going to new hife-s and the rest to 
raises. The 80% figure is fjgher than ttie 
average expend"rture on salary and wages 
for all pubfic schoots, wt.d'l is reported to 
be 62.2% (see Finances of Public School 
Systems in 1984 --85by the U.S. Oept. of 
Commerce. Bureau of the Census. 
GF85-No. 10, p.vi). 

Yet. the 80% figure reflects the decision 
cf the cities in our study to use the new 
educational funds primarily for 
compensation. which probably better 
reflects the response oC cities and states 
to the adcrtiooof new funds, th.an does the 
average compensation figure. More 
lmponantly, the lac, that the percentage 
going to compensation for an grants in the 
study i.s lower than the national aver.age 
for an state and local Q()','efMlOfl1S, cancels 
out the higherthanaverag-e compensation 
for educalion. 

A change in the assignment of 96% of 
educational compensafion lo direct hites 
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would affect the estima1es oi lhe numbe< 
of net new jobs. However. a separate 
simulation woold have to 00 pcriotmed to 
determine the ove-ran effect of higlle< pay 
ve,svs more raises. 

Modeling of Employmem and Training 
programs for both the national and city 
tunsattemptedtocaptureboththedemand 
effects of the way new fund$ w-ould be 
spent. and the labor supply effects arising 
from the programs. StatutO!'y requil'emen.ts 
dictated the spending mix oi al cities 
employment and training progr2ms. wnh 
15% going tot general support payments. 
15% to compensation for the progranl°s 
administration and staff. 50% to general 
training programs and 20% to on-lhe·job 
training. On-the-job-training monies were 
ttea1ed as transfer payments. since they 
go to pay for hali of the workers' wages 
whifeon the job. Theotl"ier trainingri,onies 
we.re dMded evenly between final demand 
for non•pcofit organizabOn services and 
final demand for pubtic educational 
services. 

No national survey data is compiled on 
the types of organizations that provide 
training services, howevet, it iswelkoown 
that non-profit organi2a!ions and pubfic 
educational instilulions ate the primary 
providers (See Summ,uy of JTOS Data 
for JTPA Titfe /IA and Ill Enrollments and 
T crminations Dllring July-Seprcmbc.r 
1987 by the U.S. Depanment ol lal>or. 
Division of Performance Manaoetnenl and 
Evafuation, Offioe of Sttateg~ Planning 
and Policy Development. also see 
Occupational Projections and Training 
Data 1986, Biennial Repott. April 19So. 
Bureau of labor Statistics Bulletin ms 1. 
Appendix E, and ·Community Colleges 
Emerge as Centers for Job Training·. New 
Yori< Times, June 20. 988. p.1 -A}. 

The supply effec<s of occupational 
training were modeled using a vector of 
occupational job training categories 
derived from the Bureau of Laboe Statistics 
study Occupational Projections and 
Training Data 1986, Biennial Repon. April 
t 986. Bureau of Laboe Statistics Bueetin 
#2251, AppendixE, Table E-1. the C<tyof 
Chicago·s study by the Mayor"s Office of 
Employment and Training. Company 
Cllstomers and Job Placement 
Occupati()fls in Program YeaI 1986, Part 
/, and the Mercer Cooney Job Training and 
Employmem Services Annual Report lot 
Program Year 1986,bytheMercerCounty 
JTPA of Trenton, New Jersey. 
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