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Introduction

The Georgetown Graduate Public Policy Program is
committed to enhancing informed dialogue within the public
policy community. With this in mind, I am pleased to intro-
duce the inaugural issue of The Georgetown Public Policy
Review. Predicated on the mission of creating a venue for
useful and intelligent discourse among those who analyze,
influence, and implement public policy, this student endeavor
builds a nexus between the Academy and the policymaking
community. Over the past year it has been gratifying to wit-
ness the dedication of both students and faculty.

Like the Socratic class of old, which derived wisdom
from thoughtful questions rather than concise answers, each
article addresses an unanswered question within the policy
community. Rather than prescribing policy norms, The Review
seeks to produce probative questions which require more
careful analysis.

Hence, the parameters within which policy issues are
addressed conform to the realm of social science analysis. The
research of the social scientist coupled with the insight of the
practitioner (highlighted in this issue by the interview with
Secretary of Health and Human Services Donna E. Shalala) can
produce quality ideas relevant to decisionmakers across the
policy spectrum.

Colin Campbell
Director, Georgetown Graduate Public Policy Program
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FEATURE INTERVIEW

Donna E. Shalala
Secretary of Health and Human Services

Our nation is undergoing a critical transition in its approach to social policy. We are faced with a
growing national debt and increasingly urgent calls for fiscal responsibility. At the same time, the
programs of The Great Society are reaching maturity, enabling critical evaluation of their successes

and failures. The intersection of these events has created a consensus for the need for reform of our social
programs. The nature of that reform, however, is the subject of substantial debate, the limits of which range
from modest adjustments to major restructuring.

The Clinton Administration has offered a host of social policy reforms, addressing issues ranging from health
care to welfare to general public administration. The 104th Congress has introduced and passed an array of
legislation to overhaul several core social programs, consistently calling for smaller federal government and
devolution of programmatic responsibility to the states. At the heart of the debate are questions of economic
efficiency, behavioral incentives, and the appropriate role of different levels of government in administering
social programs. Unfortunately, this debate all too often subsumes the interests of those with under-represented
POlitical voices: poor children and their families.

In a thoughtful, candid interview, US Secretary of Health and Human Services Donna E. Shalala outlines the
parameters of existing debate over the nation's children and their families, and contrasts the positions of the
different parties to the debate. Secretary Shalala addresses the allocation of government responsibility, child
Care, welfare, children's health, and the family structure. Finally, Secretary Shalala discusses her perspective
r!'!garding the origins and future of children'S and family policy.

As Sylvia Ann Hewlett writes in When the Bough Breaks: The Cost of Neglecting Our Children, (1991), "It is
time to demonstrate in our laws and policies that we, as a nation, honor parents, value families, and treasure
OUrchildren." This statement is not contentious - few would deny the promotion of these values, on either
moral or economic grounds. What is in contention is the approach we use - the institutions we create, the
policies we make - to demonstrate our commitment. In this interview, Secretary Shalala puts forth her
thoughts on some critical aspects of children's and family policy. It is our hope that such thoughts will add a
constructive element to the continuing social policy debate.

Allocation of Government Responsibilities (Federalism)

As a result of the 1994 elections, the legislative agenda of the 104tlz Congress has
placed programs and policies for children and families under unprecedented parti-
san scrutiny, What kinds of steps would be needed in order to create bipartisan
support for policies that benefit children and families?

It has been difficult with a very partisan Congress. They wanted to do two
things. Number one, they wanted to decentralize authority back to the states,
Which is a fair, debatable issue. I personally believe that we have overregu-
lated the programs, and the states need far more flexibility, particularly to fit
the programs together. Because real people's lives are not lived in categories

Donna E. Shalala was sworn in as Secretary of Health and Human Services in January. 1l)l)3. She brings two
d~<:ades of experience in management. social policy creation and analysis. and nationally recognized leadership
S Ills to her responsibilities as head of the US Department of Health and Human Services. Secretary Shalala
~ver~ees the federal agency responsible for the major health. welfare. food and drug safety. medical'research.
and IIlcome security programs servicing the American people.
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or in categorical programs, they need programs that fit together so the help
they get is seamless. Simultaneously, the Republicans were after something
else: they want the budget balanced. Most importantly they want to take large
amounts of money out of social programs. Those two goals are inconsistent if
you want to get bipartisanship or good social policy. It is impossible for us to
negotiate.

We were successful in getting bipartisan support for child support enforce-
ment, in part, because it didn't cost any money. It didn't mean they had to add
money back into their budget.

On the House side, they were given a number that they had to reduce social
programs by, and then they had to try to gerrymander and sort of scotch tape a
new welfare plan on top of that. As a result, the welfare plan they proposed
won't work. No one thinks that it will. The Republicans, a year before, voted
for something completely opposite that would have worked.

So, this is not the debate of our times in which we are actually discussing
alternatives to social policy. We are discussing whether you need to spend
money to help people get off welfare, and the answer from almost everyone,
Republicans and Democrats, that know anything about welfare is that you need
to spend money up front. The Governor of Wisconsin says that. The most
conservative think tanks say that. Common sense says that if a woman gets off
welfare and takes an entry level job she is going to need some help with child
care and health care for her kids.

The present Congress intends to bLockgrant a number of federal programs designed
to meet the needs of children and families. BLock grants will eliminate federal" en-
titlements" and what is often referred to as the federal' safety-net.' Once the enti-
tlement status is lifted, these programs become discretionary at the state level. In
the absence of federal standards and federaL funding, how can we be sure that states
and localities toill continue to provide services at the level the federal government
has provided?

You can't... unless there is a requirement that there be a state match. The
state dollars that are currently being spent for children and for very poor fam-
ilies will be eaten up by powerful interests in the state. Poor children have no
clout in state legislatures. Nursing homes and education interests will come in
and gobble up that money, as well they should because they are short, too.
They are far more powerful than the representatives of poor children in state
legislatures and. therefore, the state match is very important.

In addition to that, you not only are eliminating the safety net for individu-
als, you are eliminating the safety net for states. If there is an economic down-
turn, a block grant does not accommodate. If there is a big influx of popula-
tions as Texas and Florida have seen in the past few years, a block grant puts
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them at risk because they'll have less money. The block grant approach, while
useful for categorical programs, is, in essence, an economic and social disaster
for social programs.

Child Care
In your view, should there be national child care standards, or should these matters
be left in the hands of states?

Well, I think it's both, and you need a partnership. We have never believed
that child care could simply be provided by the federal government. Nor have
I believed, myself, that child care standards should only be set by the national
government. In essence, the national government has to have some quality
standards while leaving the administration and enforcement to the states. What
We found is that partnership, built over a period of time, hasn't worked very
Well because the states have not held up their end of the bargain. Child care
studies have said that the states are not carefully administering quality stan-
dards.

We do believe that every family ought to have access to good, high-quality
~hild care. For upper income families, we've used tax credits. For lower-
Income families, working families, all we've proposed is a fair shot for them at
getting quality child care. That may mean because of the way the tax system is
structured, they need direct grants. None of the Republican welfare bills have
enough money for child care. They all expect people to get out and go to work
Without child care and they are forgetting that, with the minimum wage, that is
Simply impossible. Finding a balance between the public and private invest-
ment and the federal government's role is what everybody's been after. It does
cost money and the federal government does have to invest. It doesn't mean
that we have to have very heavy regulations as part of the process.

Families and Welfare

Statistics from the Annie E. Casey Foundation's Kids Count Data Book continue to
show that child poverty is growing and children are reported to be twice as poor as
the elderly. What is the government's role (at different levels) versus the private
sector's role in eliminating child poverty?

Well, the tragedy of child poverty is that it is growing among working fam-
ilies. And, in fact, if you look at the states identified as the most successful
like Wisconsin in moving people to work and reducing their welfare roles, child
POverty rates are going up. That suggests that the new child poverty problem is
for lOW-income working families. The Earned-Income Tax Credit (EITC) helps
there. Child care is essential, and health care for low-income workers is essen-
tial.
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What the administration can do is to wrap some supports around low in-
come wages. The EITC, child care, and health care are critical. What that does
is, essentially, raise the minimum wage job to a much higher level job. Be-
cause wages have been stagnant, we have, in my judgment, a growing problem
with child poverty even when their parents work-they are doing the right thing,
they are playing by the rules-but they are still below the poverty line. The
president's investment in the EITC is probably the strongest step we've taken
in a generation to do something about that. We also have to make sure that
child care and health care are a part of that.

The US Department of Health and Human Services (HHS) recently granted Vir-
ginia the waiver it requested to permit a new welfare reform strategy that will ter-
minate Aid to Families with Dependent Children (AFDC) payments to all able-
bodied persons after two years. Do you have any reservations about tlzis approach?
What will happen to the affected children when payments stop?

I do have reservations about the approach, and we have built them into the
Virginia waiver. What they are saying the Virginia waiver is and what it actu-
ally is, in terms of protections for children, are two different things. They did
not get what they asked for. We renegotiated protections into the Virginia waiver.
Pat Moynihan actually made a speech on the floor of Congress when he intro-
duced his own welfare bill saying that the Virginia waiver could be done under
existing law - that we didn't need welfare reform to essentially do it. I think
the Virginia waiver is as tough a waiver as we have ever done, but we did
negotiate protections which they are not revealing as part of their own public
relations campaign. We had no intention of putting children in harm.

Do you think the waiver approach is a better alternative to give states more discre-
tion than block grants?

Well, most of the waivers could not be granted under block grants because
they wouldn't have the resources. The reason that these waivers can be grant-
ed is because there are resources - they simply are reallocating. But, if they
have to live and try to do some of these things under block grants, they simply
won't have the resources. A lot of the states won't admit that because what
they think they want is flexibility. But, the fact is, without the resources, they
will simply not be able to do this kind of experimentation - moving people
from welfare to work. Tommy Thompson, the lead governor on these welfare
issues, says that we've got to face the fact that we have to spend more money
up front. If we don't have money to spend up front, we aren't going to get
anything done. The Congressional Budget Office itself said the Republican
welfare plan that came out of the Packwood Committee would not work - that
forty- four of the states would not be able to make it work because the resources
weren't there.
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Child Health

According to a recent General Accounting Office (GAO) report, the cost ojvaccines
for children has not been a significant barrier to immunization. The problems seem
to have more to do with logistics than with money. What are the specific service-
delivery problems that have occurred in the Clinton Administration's immuniza-
tion program?

First of all, the GAO is wrong because they suggest that we suggested that
finanCing was the key issue. What we said was that financing was one issue
along with infrastructure problems. We originaIIy went in with a very simple
bill - that is that the government would purchase vaccines, distribute it to
private doctors as well as to public doctors, and we'd get immunizations wher-
ever you got your health care. The Congress cut it back in a way that required
an implementation schedule that was very difficult to pull off, including cap-
ping the amount of money that we could spend in purchasing vaccines. This
meant that we had to build a delivery system in, so we are administering some-
thing that we didn't propose in the first place.

The vaccine program is up and working in, I think, now about 90 percent of
the states. The distribution system is in place. It took us a year to do it because
it was a complicated administrative project. And what we've done is given the
states a block grant for their infrastructure - expanding the number of hours
in public clinics, getting notifications, running campaigns - we put that mon-
ey in first. In addition to that, they could use Centers for Disease Control
(CDC), and we gave them money to purchase vaccines to give to private doc-
tors. And, the states now - most of them - have their delivery systems up,
and they are running them themselves.

My sense is that what has got us into trouble is when we decided, on advice
from the pediatricians in this country, that kids ought not to leave their health
care home. They ought to be able to get their vaccines from their own pediatri-
cian or from their own family doctor. As soon as we made that decision, we cut
into the income of the vaccine companies. And, they were fine as long as we
Were purchasing our vaccines and giving it to public health clinics because that
Was a limited market. As soon as we said we can't get this done unless the
priVate doctors give the shots the vaccine companies said wait a minute, that is
who we sell to at a very high price.

We have insisted that the only way to get all of the kids immunized in this
COuntry is to use the whole health care system - not having kids go to their
doctors when they have the flu and to a public health clinic when they have to
get their vaccines. For young families, this is very complicated. I think the
vaccine program wiII end up being a big success even though we're being nib-
bled to death by ducks on the Hill, but so far we've survived the appropriations
process. It is very interesting that appropriators didn't cut any of the vaccine
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funding after all of that yelling - not a dime. In fact, they put $10 million
more in.

What efforts are being made to increase health insurance coverage to all families -
especially children, women, and individuals with disabilities?

There actually is a phase-in program that was put in place a number of years
ago that expands coverage up to 250 percent of the poverty level- health care
for women and children in particular. Some of it is at states' discretion in
terms of how fast they move. The difficulty now is if you take large amounts
of money out of the system, that will be very limiting in terms of what states
will be willing to do.

Family Support

Many observers see single-parent families and out-of-wedlock births as undesirable
given the correlation with child poverty. Alternatively, other individuals see out-
of-wedlock births and single parent families as legitimate, alternative family struc-
tures, and think that the former group is imposing their own values on particular
families. What is your view on single-parent families? How do public policies
address these two divergent views of single parenthood?

The difficulty with single-parent families is that they are, most often, fam-
ilies headed by children - not families headed by adults. We are talking about
significant numbers of young people who are neither emotionally nor finan-
cially prepared to take on the responsibility of raising children - and that is
what we have been focused on. It is teenagers having sex and getting pregnant
and then young women being responsible for those children. It's the other
parent not taking financial responsibility - they are not living within the fam-
ily-or other kinds of parenting responsibilities. That is simply a human disas-
ter for the children and the young people that are having children too young.

It is not a debate about alternative life-styles; it is a debate about inappro-
priate people having children when they cannot take on responsibility for those
children. We believe that it is unacceptable and that not simply government,
but families and communities, need to take responsibility. And, we have to
make it very clear that we think it is inappropriate for teenagers to be running
around having sex, and having children.

President Clinton has proposed that fathers who are behind in their child support
payments be penalized by having their driver's license revoked. Is this perhaps a
counterproductive measure? What types of policy incentives could be implemented
to encourage the involvement of the father financially and emotionally without det-
rimentally affecting their ability to work?

I think I would make several points. First of all, when we talk about 'dead-
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beats,' in terms of not supporting their families, we are talking about dead-beat
parents - not just fathers. We have been very clear not just to use the term just
fathers. There is a separate issue, in addition to that, particularly for young
fathers: to get them involved in the family unit right away and not to ignore
them as part of the process. First, getting young men to take their share of the
responsibility of having created the child in the first place, and second, to get
young men not to go out and create children. So there are some separate tracks
here that we are pursuing.

In terms of the appropriateness of taking away drivers licenses, we have not
only said drivers licenses but professional licenses. Remember most of the
problem with child support enforcement has to do with middle-class families
in this country - not with poor families. While we have decreased the welfare
roles significantly, we must get fathers and mothers to take responsibility-
financial responsibility-for the children that they've created over the child's
life. In addition to that, there are large numbers of middle-income parents who
are walking away from their families and not paying their child support. The
state of Maine, for example, sent out letters to those parents and said not only
will your driver's license be revoked but here are the following additional li-
censes from the state that will be revoked. They are a privilege, not a right, and
We expect you to come in and start paying your child support. Soon all sorts of
people came in and started paying their child support.

So we think this is an appropriate vehicle for states to use, and we've used it
already for federal employees who aren't paying child support. We really are
toughening up on federal employees. We know the incentives work. Should
there be positive incentives? We've tried. I'm perfectly willing to try positive
incentives: including the people that don't work, giving them an opportunity to
find a job. In essence, we have a large number of people with jobs that aren't
paying that ought to pay. There is no excuse for that.

Child and Family Policy: The Big Picture

What do you see as the most important changes in child and family policy in the
past decade?

The past decade has had a number of changes. Perhaps the most significant
one is us coming to the realization that a child is better off in a family in which
there is a worker. This has been in part the impact of the women's movement
- there are large numbers of women in the work force who have young chil-
dren. Once that started, there was no excuse for the government to pay women,
essentially, to stay out of the workplace while their children were growing up
for eighteen years. We are no longer willing to do that. We think that it is bad
for the parent, and it is bad for the children. It destroys self-esteem and makes
people dependent on government. The faster we can get people on their feet-
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and remember most people who come on welfare are there for relatively short
periods of time - the faster they can adequately support their children. The
second issue is lifting those families out of poverty. If you get up and you go to
work everyday and you play by the rules, you ought to be able to make a decent
living and a decent life for yourself and your children. Putting that package
together as a non-welfare package has been important.

The third thing is just child care itself. I think we have finally come to the
realization that there is not going to be a government-run child care system -
that it's got to be a public/private system - we've got to use all sorts of tools.
At the same time, the government must push for quality child care. That is one
thing government can do, whether it is federal government or the federal gov-
ernment in partnership with state and local governments.

What are the three most important programs or policies for children and families for
the next century?

1 think that the most critical programs for children and families continue to
be the traditional ones - health care, child care, education, Head Start, partic-
ularly for low-income families. But, the most important issue is to keep that
family together and not let them fall apart for economic reasons - in particu-
lar - because government programs are working in the wrong direction. There-
fore, we have to make sure there is consistency in what we do. We are trying to
support the family so parents can both stay in the workplace and do the right
thing for their children.
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CHILD CARE AS AN INSTITUTIONAL
PROBLEM
William T. Gormley, Jr.
Georgetown University

Abstract
The quality of child care in the US is partly a function of explicit policy choices. Our child care system
Consists of both a formal infrastructure and a less visible informal infrastructure. Problems with the formal
infrastructure (decentralization, complexity, unevenness) are noteworthy but manageable. Problems with
the informal infrastructure, such as, regulators who don't regulate and information specialists who don't
dispense valuable information, are more worrisome because they convert a loosely-coupled system into a
dysfunctional system.

The success or failure of child care policy choices depends not just
on the wisdom of substantive decisions but also on the institu-
tions that implement those decisions. Sound policies are easily

undermined if the institutions that carry them out are rigid, unrespon-
sive, and disconnected. Thus, the challenge that confronts policymakers
is not simply to design sound policies but also to build strong institu-
tions.

When we speak of child care institutions, we are really speaking of
two interrelated phenomena: first, a variety of organizations and other
groups, both public and private, that care for children and perform other
critical child care functions; and second, an assortment of norms and
standard operating procedures that guide the behavior of individuals who
perform these key functions. In short, we need to distinguish between
formal and informal institutions.

In this article, I argue that the formal infrastructure for child care in
the US, though imperfect, provides the foundation for what could be a
strong, resilient child care system fully consistent with America's cul-
tural traditions. Unfortunately, the informal infrastructure, with its dys-
functional norms and habits, is deeply flawed. Problems with regula-
tion, funding, information, training, and actual provision seriously un-
dermine the availability, affordability, and quality of child care in the
US. Unless those problems are rectified, children will be poorly served
by the child care we offer them.

William 1: Gormley, .Jr. is a professor of Government and Public Policy at Georgetown University. Gormley
IS the author of several books. including Taming the Bureaucracy: Muscles, Prayers, and Other Strategies
(1989), which won the Louis Brownlow Book Award for the Best Book in Public Administration. This article
is adapted from chapter 3 of his newly-published book, Everybody's Children: Child Care as a Public Problem
(1995). It is published with the permission of The Brookings Institution.

9
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THE FORMAL INFRASTRUCTURE
In thinking about the formal child care infrastructure, it is useful to

focus on certain basic functions, such as: regulating, funding, inform-
ing, training, and, of course, caring. These functions are performed in
all advanced industrial societies, but they are performed in different ways
and by different institutions. In Western Europe and Scandinavia, the
direct provision of child care services by governments is fairly com-
mon. In some European countries, churches and governments work hand
in hand to provide care. In the US, a very different division of labor
reinforces longstanding commitments to capitalism, federalism, individ-
ualism, and the separation of church and state.

Providers
The people on the front lines are, of course, the providers themselves,

who mayor may not be affiliated with a particular organization. They
include: parents and other relatives; directors, teachers, assistant teach-
ers, and volunteers at group day care centers; providers at family day
care homes and group day care homes; nannies; and au pairs.

In recent years, there has been a steady increase in demand for
center-based care. Between 1965 and 1990, families with employed
mothers relied increasingly upon group day care centers. During the
same period, reliance upon relatives declined, while demand for family
day care homes fluctuated (Hofferth et al. 1991, 99). The infusion of
federal funds into child care may accelerate these trends. Thanks to
government subsidies through the Title IV-A programs of the Social
Security Act and the Child Care and Development Block Grant (CCD-
BG), center-based care is now more attractive because it is more afford-
able.

Another trend has been the growth in the number of for-profit cen-
ters, especially centers that are part of a chain. Kinder Care, the largest
of the chains, is illustrative. In 1980, Kinder Care was operating about
510 centers serving 53,000 children (Kahn and Kamerman 1987, 101).
By 1993, the company was operating about 1,200 centers serving 141,000
children (Jereski 1993, C 1). It is interesting to note that Kinder Care
centers continue to grow, despite some extremely poor business deci-
sions by central headquarters that culminated in a five-month bankrupt-
cy - a "time-out for bad behavior," as one observer put it (Caminiti
1993). Kinder Care emerged from the "time-out" as bold as ever, an-
nouncing plans for school-aged child care programs, on-site corporate
centers, and facilities abroad.

Regulation
The regulation of child care providers is a shared responsibility. State

governments and local governments regulate child care providers di-
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rectly, while the federal government regulates them indirectly, by im-
posing certain conditions for financial support. In addition, non-profit
?rganizations and for-profit consultants play auxiliary regulatory roles
In certain states.

By far, the most important child care regulators are state governments,
which establish and enforce standards for group day care centers. group
day care homes, and family day care homes.' As required by federal
law, states also promulgate minimal standards for providers receiving
federal funds under the CCDBG.

State standards vary sharply throughout the US. In Wisconsin, fam-
ily day care providers must complete at least forty hours of training within
six months after opening for business and fifteen hours annually there-
after. In Virginia, family day care providers who care for fewer than
nine children (the overwhelming majority) need not obtain any training
Whatever; indeed, family day care homes are currently not licensed by
the state." In New York, group day care centers must employ one staff
member for every seven preschoolers. In Florida. a center-based staff
member may care for as many as fifteen preschoolers at a time.

Enforcement practices also vary considerably from state to state. In
eleven states, regulators may post a conspicuous public notice of center
violations; in nineteen states, regulators may levy a monetary fine on
centers. In some states, neither practice is permitted (General Account-
ing Office 1992, 19). Sanctions available for family day care homes
Vary from state to state as well.

Local governments also regulate child care establishments, though
the rules they apply were seldom developed with child care in mind. In
most cities, group day care centers must obtain permits from local zon-
ing boards, local fire departments, and local health departments. They
must also pass a variety of local inspections. Even family day care homes
are subject to considerable local regulation, despite their relatively small
size.

The federal government's regulatory role is quite limited. In 1990,
Congress and President George Bush rejected national standards, which
had been part of the original ABC child care bill introduced by Senator
Christopher Dodd (D-Conn). Instead they approved a very limited reg-
Ulatory role for the federal government. Under the final bill, states must
require providers receiving CCDBG funds to meet certain minimal stan-
dards concerning children's health, building safety, and provider train-
ing. However, the states are free to set those standards, and the Depart-
ment of Health and Human Services has determined that extremely weak
standards are acceptable . .1 Also, relatives are effectively exempt from
meaningful regulation. To receive CCDBG funds, they must simply "reg-
ister" with their state, supplying a name, address, and social security
number.
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Funding
The federal government has long been involved in providing finan-

cial support to child care facilities and to parents who need child care.
Under Head Start, established in 1965, disadvantaged preschoolers re-
ceive educationally enriched child care, in an effort to prepare them for
the challenges of formal schooling. The program is administered by
local agencies but largely funded by the federal government and subject
to federal rules and regulations. Although the emphasis of Head Start is
on enhanced cognitive and social development in the preschool class-
room, ancillary services, such as home visits and health care, contribute
to the program's success.
If Head Start is the most visible of the federal government's child

care initiatives, it is not the only important federal child care program.
Through the Child and Adult Care Food Program (CACFP), created in
1968, the US Department of Agriculture assists eligible group day care
centers and family day care homes by defraying the costs of nutritious
meals and snacks. The CACFP also funds well-trained "sponsors" who
visit participating family day care homes three times a year and offer
valuable assistance." Through the Title XX program, created in 1974
and subsequently transformed into the Social Services Block Grant
(SSBG), the federal government provides funds to states, which may be
used for child care, among other services. According to one estimate,
16 percent of SSBG funds goes to child care (US House 1992, 974).

In addition to these direct expenditures, the federal government as-
sists parents of young children through tax expenditures. Under the Child
and Dependent Care Tax Credit, parents with taxable earnings may de-
duct a portion of their child care expenses for children under the age of
thirteen. Alternatively, parents who work for participating employers
may take advantage of Employer-Based Dependent Care Assistance
Plans, whereby anticipated child care expenses of up to $5,000 per year
are excluded from the employee's gross taxable income.

Since 1988, federal spending on child care has increased substantial-
ly. The Family Support Act of 198P created a program guaranteeing
child care support for parents who receive job training or coursework
through the federal Job Opportunities and Basic Skills (JOBS) program.
In addition, the Family Support Act provided for Transitional Child Care
assistance for parents who have just left Aid for Families with Depen-
dent Children (AFDC) in search of gainful employment. These pro-
grams, which require matching funds from the states, were grafted onto
Title IV-A.

In ]990, Congress created two additional child care programs: the
Child Care and Development Block Grant and the IV-A At Risk pro-
gram. The former provides, among other things, for direct subsidies to
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parents whose income is less than 75 percent of the median family in-
come of their state; it also provides assistance for early childhood de-
velopment programs, school-aged child care programs, and a variety of
quality initiatives determined by each state. The latter provides for di-
rect subsidies to working parents who are at risk of backsliding into
poverty and AFDC.

The cumulative result of these programs is that the federal govern-
ment's financial support for child care has grown considerably. Accord-
ing to Hofferth, the federal government was spending $1 1.7 billion on
child care support in Fiscal Year 1994, in addition to the $11.9 billion in
tax expenditures through the Earned-Income Tax Credit (Hofferth 1993,
210).

The precise amount spent by state governments on child care is un-
known. However, it is clear that state spending is considerably lower
than federal spending. According to one estimate, state spending is no
more than one-fifth of federal spending (Robins 1991,26). Still less is
known about local government spending for child care. However, there
is reason to believe that local governments allocate fewer resources to
child care than state governments (US Advisory Commission on Inter-
governmental Relations 1994, 38).

The business community's support for child care varies sharply across
bUsinesses, with bigger businesses being more supportive. However,
many business initiatives to support child care - flexible hours, job-
sharing, unpaid parental leave, etc. - involve little or no money. Oth-
ers involve financial benefits for parents but negligible financial outlays
for businesses - e.g., dependent care spending accounts. Corporate
fUnding for child care initiatives is currently a very small part of the
total picture.

Information
If parents are to make intelligent child care choices that benefit their

children, they need good, timely information on the implications of dif-
ferent forms of care and on the characteristics of particular providers.
Beginning in the 1960s, resource and referral agencies were created to
play that role. In recent years, resource and referral agencies have en-
JOyed spectacular growth. Between 1988 and 1993 the membership of
the National Association of Child Care Resource and Referral Agencies
increased by a whopping 700 percent.' Most parents now have access to
a resource and referral agency that serves their community.

Resource and referral agencies differ in their auspices. Most are pri-
vate non-profit organizations, but approximately 10 percent are spon-
~ored by local governments. Resource and referral agencies also differ
In the sophistication of their data bases and in the ancillary services they
provide. For example, many resource and referral agencies provide "en-
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ing to see if people are performing their appointed roles, much less co-
ordinating to reduce inconsistencies.

Complexity
With so many players involved, so many regulations, and so many

different funding streams, it is hard for parents, or providers, to know
where things stand. It is difficult to master funding eligibility rules,
regulatory requirements, and organizational charts. It is also difficult to
know whom to blame when things go wrong. If parents can't pay the
fees at the center they prefer, should they blame: the center director for
mismanagement, their employer for Scrooge-like indifference, or their
elected officials for failing to appropriate more funds for child care? If
providers can't meet regulatory requirements, should they blame: their
local government for" going by the book," their state government for
failing to inform them of local requirements, or the federal government
for failing to provide financial support? Complexity breeds confusion,
which undermines accountability.

Unevenness

Child care in the US is strikingly uneven. Some child care facilities
are heavily regulated, while others are regulated by no one. This is es-
pecially true of family day care, where we have managed to combine
underregulation and overregulation with perverse consequences (Gorm-
ley 1990). Even for centers, which are usually regulated, standards vary
dramatically. In the Northeast and the upper Midwest, ratios are low
and training requirements are high; in the Southeast, ratios are high and
training requirements are low. Funding levels also vary. Head Start
programs receive 95 percent of their funding from government sources
(mainly the federal government), while for-profit chains receive 3 per-
cent of their funding from government sources (Kisker et al. 1991, 51-
52). In fiscal year 1990, Massachusetts spent $152 per child on direct
child care and early childhood services, while Idaho spent 24 cents (Ad-
ams and Sandfort 1992).

In short, we have created a "loosely-coupled" system that makes it
difficult to achieve such substantive goals as justice and quality. A loose-
ly-coupled system is one characterized by tenuous connections between
subunits and weak hierarchical controls. It is distinguishable from a
"tightly-coupled" system, such as a Weberian bureaucracy, in which a
clear chain of command guarantees a substantial degree of cohesive-
ness, consistency, and control (Weick 1976). Although loose-coupling
and tight-coupling are ideal types, many real-world systems approxi-
mate them. The public school is a frequently cited example of a loose-
ly-coupled system (Gamoran and Dreeben 1986; Meyer and Rowan 1983;
Weick 1976). Child care is, in some respects, an even better example."
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A loosely-coupled system resembles an "organized anarchy," espe-
cially when compared to a tightly-coupled system. Individual subsystems
often march to different drummers, to the detriment of system goals (if
indeed there are any system goals). Also, as a general rule, loosely-
coupled systems are less able to capture economies of scale, to provide
comprehensive services, and to ensure social equity (O'Looney 1993).
These are real drawbacks that cannot be lightly dismissed.

On the other hand, loosely-coupled systems do possess certain vir-
tues that should not be overlooked. As a general rule, they are more
innovative, because discretion breeds creativity. They are more respon-
sive to changing conditions, because they are more outward-looking and
because new directions do not require numerous approvals. Further-
more, they are less likely to break down if a particular course of action
proves foolhardy, because independent or quasi-independent sub-units
seldom opt for identical strategies. In short, they are more resilient.
From diversity and discretion, many real benefits flow.

Yet, loose-coupling has its drawbacks. When state and local govern-
ments impose mutually incompatible requirements on family day care
providers, that is a loose-coupling problem. When diverse funding
streams make it difficult for clients to retain the same child care provid-
er as they shift from one program to another, that is a loose-coupling
problem. When information networks and child care counselors operate
independently of one another, that is a loose-coupling problem. More
generally, the absence of meaningful performance review is a loose-cou-
pling problem. These are not trivial challenges.

In the final analysis, loose-coupling can be a major irritant but it need
not be a fatal flaw. That is because informal norms, if well-crafted and
well-diffused, can substitute for formal structural controls. Profession-
alism is one such norm. Collegiality is another. Thus, in thinking about
OUrchild care system, we need to consider not just the formal infrastruc-
ture but the informal infrastructure as well - the norms that are not
Written down anywhere but that determine the ebb and flow of organiza-
tional and personal behavior.

THE INFORMAL INFRASTRUCTURE
Most studies of child care, and most reform efforts, have focused on

the formal infrastructure - the skeletal framework of institutions that
perform critical child care tasks. Neglected are the tasks themselves
and the ground rules that undergird them. The norms that govern what
formal child care institutions do may be thought of as the informal in-
frastructure. These norms have developed without much introspection
Or public debate. Like prairie weeds, they have grown, willy-nilly, in
unexpected and sometimes unfortunate ways.
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Regulatory Rituals
Child care inspectors in all fifty states have the option of recommend-

ing license revocation or denial of renewal if they don't like what they
see at a particular center. Yet, license revocations and renewal denials
almost never occur. During a recent three-year period, for example,
Virginia, a state with more than 1,200 day care centers at the time, re-
voked or refused to renew only eleven center licenses (Gerrard 1993,4).
Why? Because no one wants to see a child care facility shut down at a
time when parents are scrambling for child care, and inspectors are loath
to initiate the cumbersome process required to terminate a license. The
informal norm, widely understood, is that a center must be truly horrible
before it will have its license revoked.

If inspectors have difficulty punishing bad providers, they also have
difficulty rewarding good providers. Unlike dentists, who hand out free I

toothbrushes to patients who have flossed diligently over the past six
months, child care inspectors do not have free samples to dispense. They
can and do offer words of encouragement. On the other hand, they are
urged by their superiors to praise both good and bad providers, on the
assumption that positive reinforcement helps both types. At times, this
is difficult. While visiting a particularly dreadful facility, one inspector
looked for something nice to say and finally settled on the director's
blouse: "I love that shade of pink!"

If every regulatory visit includes its obligatory compliment, the rest
of the regulatory process is also highly ritualized and standardized.
Because of time constraints, inspectors must focus on obvious rule vio-
lations rather than less obvious opportunities for improvement. Thus,
they dutifully record "poisonous plants" in the toddler room and miss-
ing puzzle pieces in the preschooler room. These observations require
less thought and less time than observations on staff-child interactions,
which take more time to notice and record. The tendency in child care,
as in other policy domains, is to "go by the book" (Bardach and Kagan
1982). As a result. problems displace opportunities and tangible rule
infractions displace intangible signs of impending disasters.

The cumulative result of all these norms is that good and bad provid-
ers become virtually indistinguishable, judging from the regulatory agen-
cy's policy outputs. Inspectors know who's been naughty and who's
been nice, but that remains their Iittle secret. Constrained by time, tra-
dition, and legal expectations, inspectors treat providers with radically
different performance records in fundamentally the same way.

Funding Flaws
In an era of scarce resources, the simplest rule of thumb is to wait

until somebody else takes the initiative. Consequently, businesses hope
that governments will come to the rescue, local governments look to the
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statehouse for financial support, and state governments urge the federal
government to intervene - with funding, that is, not with regulation.
Under such circumstances, funding levels tend to be inadequate. Spe-
cial problems, such as sick-child care and evening care, remain largely
unaddressed.

Despite a built-in bias towards stinginess, significant funding initia-
tives do occur, thanks to demographic changes, new cultural values, in-
terest group advocacy, and policy entrepreneurship. However, full fund-
ing is rare. Thus, authorizations exceed appropriations, and the number
of persons eligible for funding exceeds the number who actually receive
funding.

Because of funding limitations, spending programs are usually tar-
geted to the neediest of the needy. In this case, child care programs are
sUperior to older social programs, which often favored middle-class con-
stituents at the expense of the hard-core disadvantaged - the Compre-
hensive Employment and Training Act (CETA), e.g., (Baumer and Van
Horn 1985). However, middle-class parents have serious child care
problems too - problems that are only partially addressed by the Child
and Dependent Care Tax Credit, which primarily benefits the middle-
class. Indeed, according to Phillips et al. (1994), child care quality at
centers that primarily serve middle-class children is actually worse than
the quality at centers that primarily serve low-income children (upper-
income children enjoy the best care). In a triage situation, the poor war-
rant attention first. Furthermore, the quality of care for middle-class
children may be better addressed through regulation than through subsi-
dies. Nevertheless, it is important to recognize that child care quality is
a problem that transcends social classes.

Given multiple problems and scarce resources, there is much to be
said for a division of labor. For example, the federal government might
concentrate on the special needs of the poor, while other governments
and the private sector focus on the needs of middle-class children. In
practice, however, we have turned to the federal government for child
care support, for both the poor and the middle-class. Indeed, those con-
stituencies are locked in zero-sum conflicts.

Information Islands
The regulatory process generates large quantities of data on the at-

tributes of group day care centers, group day care homes, and family
day care homes. Most of that information never reaches the consuming
public. Regulators see themselves as serving consumers through dyadic
relationships with providers, not through multilateral networks that in-
clude civil servants, resource and referral specialists, providers, and con-
sUmers. While they respond politely to polite inquiries, state officials
do not make heroic efforts to disseminate inspection results to a wider
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audience.
Resource and referral agencies also possess large quantities of data

on the attributes of providers, which they readily share with consumers,
usually in return for a nominal fee. Most of this information comes
directly from providers; contacts between resource and referral agen-
cies and regulatory officials are few and far between. In their dealings
with consumers, resource and referral specialists offer general advice
and specific information, but seldom specific advice. Thus, they urge
parents to look for certain things in a day care facility, and they supply
basic information on facilities of interest. However, they avoid making
connections between general rules of thumb and specific center charac-
teristics. To do so, they fear, would jeopardize their status as "honest
brokers."

The other relevant brokers are caseworkers, who dispense informa-
tion on job training and educational opportunities to clients receiving
government funds. Increasingly, they dispense information on child care
as well. Like resource and referral specialists, caseworkers are loath to
offer specific advice. Unlike resource and referral specialists, who may
have to bite their tongues to avoid divulging what they know, casework-
ers usually know very little about child care opportunities and pitfalls.
They are also pressed for time, due to bulging caseloads. If asked for
advice on child care, they may produce a brochure or perhaps a video-
tape, or they may even echo the words of James Earl Jones on TV: look
it up in the Yellow Pages!

What we have here is role specialization that makes perfect bureau-
cratic and political sense but that works to the detriment of consumers.
State inspectors, local caseworkers, and resource and referral specialists
have defined their roles so narrowly that no one gets into hot water,
except for consumers who need help they aren't getting. By eliminating
strong advice to consumers from their repertoire, information brokers
save time in the short run and escape political controversy but fail to
help many consumers who desperately need guidance and assistance.

Training Troubles
It is possible to think of oneself as a child care provider without hav-

ing much training - indeed, without having any training at all, in some
states. The marketplace, the polity, and the society send similar signals
to potential providers. The dominant message is that child care is a
personal service of relatively modest value best handled through infor-
mal transactions between consenting adults. Low wages, low entry re-
quirements, and low prestige strongly reinforce that message.

Child care differs from nursing, social work, teaching, and other hu-
man services, which have developed strong professional associations,
powerful credentialing bodies, and supportive public policies. At best,
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~hild care is a semi-profession. In keeping with that perception, train-
Ing requirements are rather limited. Comparisons with other countries
are instructive. We measure our training requirements in terms of hours;
they measure theirs in terms of years.

In practice, many providers do obtain training, either because they
are required to or because they want to, but training carries with it mea-
ger financial rewards. As Walker has noted, in a study of family day
care homes, the rates charged by well-trained and poorly-trained pro-
viders are virtually identical (Walker 1992). Under such circumstances,
training is its own reward.

PrOVider Problems
Despite abundant training opportunities, active professional associa-

tions, and a deeply-rooted service ethic, child care remains a
semi-profession. As Spodek has noted, the child care field lacks accept-
ed standards for admission and practice, protracted periods of prepara-
tion, and high levels of public trust (Spodek 1988). Moreover, many
parents continue to think of providers as "babysitters" despite vigorous
efforts to purge that word from our vocabulary. Indeed, a substantial
minority of providers still see themselves as babysitters. This is espe-
cially true of family day care providers, whose commitment to a child
care career is more tenuous than that of center-based teachers (Zinsser
1991 ).

A related problem is that many providers have trouble thinking of
themselves as small businesspeople. Lacking business savvy and skill,
they are often overwhelmed by paperwork requirements imposed by gov-
ernment agencies. When that occurs, they may fail to take advantage of
valuable programs, such as the Child Care Food Program. Here again,
family day care providers are usually less sophisticated and more easily
frustrated than their center-based counterparts. The latter have the ad-
vantage of being able to pay someone, the director, to handle health in-
surance, liability insurance, record-keeping, and regulatory requirements.
Family day care providers, in contrast, do not enjoy that luxury.

Despite a growing awareness that governments have legitimate roles
to play in regulating and funding child care, many providers view gov-
ernment regulation with skepticism, fear, or outright hostility. Family
day care providers are often exasperated by the number of hurdles they
rnusr overcome just to get started. They are also troubled by the hidden
Costs of licensing, which can be substantial. 10 Directors of group day
Care centers are more likely to take government regulation in stride.
However, even they get upset when government regulators huff and puff
oVer technicalities.
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CONCLUSION

There are two child care infrastructures in the US: one largely visi-
ble, the other largely invisible. Our formal infrastructure is a classic
loosely-coupled system - messy and untidy but fully functional when
combined with appropriate norms. If our formal infrastructure does not
look very European, that is hardly surprising. Neither our health care
system nor our educational system looks European either. Perhaps that
is wrong. On the other hand, looseness has its advantages. Innovation,
experimentation, and adaptability are not trivial virtues. As for decen-
tralization and complexity, they present problems, but not insoluble ones.
If our formal infrastructure has redeeming features, our informal in-

frastructure does not. The norms embedded in our child care system are
dysfunctional and perverse. They impel well-meaning individuals to
play counterproductive roles. Instead of complementing our formal in-
frastructure, our informal infrastructure reinforces some of its worst fea-
tures. Standardization, caution, fear, inertia, and suspicion have become
commonplace. Centrifugal forces have gotten out of control. Time ho-
rizons have shrunk. Unintentionally, we have created a system that en-
courages mediocrity.

Notes

1. Nannies and au pairs are largely unregulated.
2. Under legislation enacted in 1993, family day care homes caring for six or more

children will not be subject to state licensure until July 1, 1996. In the meantime,
family day care homes are free to participate in a voluntary registration program.

3. For example, instead of requiring that children be immunized, states may simply
require that providers be informed about the advantages of immunization. See US
Department of Health and Human Services (1992).

4. A limited number of group day care centers also have sponsors, though the pro-
gram neither requires nor encourages this.

5. NACCRRA's membership grew from 60 to 496 during this period.
6. The distinction between pre-service and in-service training is not always crystal

clear. For example, some states allow providers to complete their pre-service training
within so many months after beginning employment. Under such circumstances, the
training in question is not ongoing but neither is it, precisely speaking, pre-service.

7. For an excellent discussion of day care centers in China, see Joseph Tobin et al.
(1989).

8. For an excellent overview of day care centers in France, see Gail Richardson and
Elisabeth Marx (1989).

9. For example, no central authority assigns children to a particular day care center,
as they are assigned to a particular public school. Indeed, there is nothing quite compa-
rable in child care to the local school board, which exercises considerable control over
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the allocation of resources within a school system.
10. In a study of family day care providers in Milwaukee County, Wisconsin, I

found that the average cost of compliance with state and local regulations was $936.
See William Gormley, Jr. (1990).
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Abstract

The US Department of Housing and Urban Development's Moving to Opportunity for Fair Housing Demon-
stra.tlon (MTO) provides low-income families living in urban public housing areas in five cities with financial
assistance to move to private market housing in low-poverty suburban areas. In light of the heated opposi-
tion which the MTO program has engendered, this article critically reviews the "neighborhood effects" litera-
ture for evidence on the likely benefits and costs of the demonstration. Limitations inherent to the currently
available neighborhood effects estimates preclude our ability to make any definitive predictions for the impact
of MTO on the educational outcomes of urban children that are relocated to suburban neighborhoods. How-
e~er, th~ empirical literature does seem to suggest that the introduction of MTO children to suburban commu-
nities will have little effect on the educational achievements of other suburban schoolgoers.

The question of how long political support can be maintained for
an overtly activist antipoverty stance by the federal government
appears finally to have an answer: "about thirty years." Almost

all of the antipoverty efforts undertaken during the War on Poverty have
concentrated on improving the living standards, employment and edu-
cational opportunities available to poor families within their current
(mostly urban and rural) communities. It is, of course, common knowl-
edge that public policy interventions along these lines have failed to
eliminate poverty in the United States. In fact, Charles Murray's influ-
ential 1984 book, Losing Ground, actually argues that antipoverty pro-
grams may have exacerbated the problem of poverty (Murray 1984).
The 1994 Congressional election results and 1995 welfare reform rheto-
ric indicate that many citizens believe government antipoverty programs
to be at best ineffective and, at worst, Murray-esque in effect. At most,
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credentials. and conducting quantitative analyses to determine the correlation between school resources and
academic achievement.
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citizens would probably still also agree that the likelihood of successfully
escaping poverty is depressed by dangerous neighborhoods, poor schools,
decrepit housing, and inadequate nutrition and health care.

Into this atmosphere of public ambivalence towards government so-
cial policy steps the Department of Housing and Urban Development's
(HUD) Moving to Opportunity for Fair Housing Demonstration (MTO),
in many ways one of the government's most ambitious antipoverty ef-
forts to date. MTO is a five-city demonstration program which provides
low-income residents of urban public housing with vouchers for private
rental housing in nonpoverty suburban communities. MTO considers the
possibility that, in metropolitan areas in which neighborhoods are segre-
gated along the lines of both race and social class, poverty may be a
function of not only who you are and what you do, but also where you
live. As a result, this demonstration provides families living in the inner
city with access to existing opportunities which are available outside of
the center city.

Any residential relocation program will obviously impact many citi-
zens in many different ways. In this article, we will focus our attention
on the MTO program's influence on the educational outcomes of both
participating children from urban public housing projects and children
residing in the host suburban communities. That is, how will the change
in neighborhood environment impact the educational outcomes of MTO
children, and how will the introduction of MTO children to suburban
communities affect the educational outcomes of suburban children? Our
emphasis on the impact of MTO on children is driven in part by the
widely shared view that children are almost always viewed as part of the
"deserving poor." Hence, almost all observers will agree that improving
the educational outcomes for children is an improvement in the social
condition. Our emphasis on so-called "neighborhood effects" is moti-
vated by the observation that neighborhood conditions are one of the
few determinants of educational outcomes that can only be addressed by
residential relocation. [

The next section provides additional information and history on the
MTO program followed by a review of the available evidence on wheth-
er and how residential location influences the educational outcomes of
adolescents. The final section applies the lessons of available empirical
literature to assessing the possible educational benefits and costs to MTO
children and suburban students, and draws implications for residential
relocation policies.

HISTORY OF THE MTO PROGRAM

The history of the current MTO program begins in 1966 when Dor-
othy Gautreaux and three other African American residents of Chicago
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pUblic housing filed suit against the Chicago Housing Authority (CHA)
and HUD. The suit alleged that both CHA and HUD had violated the
executive order issued by President John Kennedy in 1962, which di-
rected federal agencies to prevent discrimination in federally-subsidized
housing.

In 1969, a federal judge ruled in favor of the plaintiffs, and ordered
the CHA to build the next 700 public housing units in the Chicago Met-
ropolitan Statistical Area (MSA) in predominantly white neighborhoods.
~he CHA responded by announcing that it would discontinue construe-
~lon of any new federally-subsidized housing, and also appealed the rul-
Ing in the Gautreaux case.

In 1971, a federal judge once again ruled against the CHA and HUD,
a decision which the Supreme Court reaffirmed in 1976. The Gautreaux
case ended with an agreement in 1981, under which the CHA would
maintain Chicago's all-black public housing projects and, in return, would
help over 5,500 African American public housing families relocate to
private rental housing in predominantly non-black areas (Bock 1995,
1B).

Over 5,000 families have since participated in what has become known
as the Gautreaux program (Rosenbaum 1995). Under Gautreaux, eligi-
ble public housing residents receive subsidies under HUD's Section 8
program that are to be applied to private-market rental housing in other
parts of the city of Chicago or the surrounding metropolitan area.
Gautreaux participants also receive housing location assistance and coun-
seling services provided by a Chicago-area nonprofit organization. Par-
ticipating adults who chose to move to Chicago's suburbs were found to
experience higher employment rates than Gautreaux relocators to other
parts of the city of Chicago, though neither wage rates nor hours worked
Were found to systematically differ between city and suburban reloca-
tors. Furthermore, relative to urban relocators, children in families that
have relocated to suburban areas have been less likely to drop out of
school, and more likely to participate in a college-track curriculum and
attend college (Rosenbaum 1995).

The results of the Gautreaux program cannot, however, be interpret-
ed as evidence that relocating a particular family from a low-income
urban community to a more affluent suburban neighborhood will im-
prove the employment outcomes of adults and the educational outcomes
of children (Heckman and Smith 1995). Since Gautreaux families were
not randomly assigned to suburban and urban neighborhoods by the pro-
gram administrators, one might imagine that families choosing to relo-
cate to suburban communities might be systematically different from
urban relocators.2 The improved employment and educational outcomes
of Suburban Gautreaux families relative to urban families may, in turn,
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reflect nothing more than the initial differences in families. Such differ-
ences are extremely difficult for analysts to observe and account for in
program evaluations. The extent to which the Gautreaux findings can be
generalized to the effects of other urban-suburban relocation efforts is
also limited by possible idiosyncracies in the Gautreaux service programs,
or in the different relocation sites throughout Chicago (Feins, Holin, and
Phipps 1994).

Nevertheless, the Gautreaux program seemed to strike a chord with
many Congressional observers. Interest on Capitol Hill, combined with
unresolved social science questions about residential relocation programs,
led to Congressional authorization of a five-city demonstration program
based upon the Gautreaux model as part of the Housing and Community
Development Act of 1992. Known as the Moving to Opportunity for
Fair Housing Demonstration, the selected cities are: Baltimore, Boston,
Chicago, Los Angeles, and New York.

In each of the five cities, HUD has contracted with a public housing
agency to administer the Section 8 housing assistance, and with a non-
profit organization to provide housing counseling and services. Notices
are posted in target public housing communities in each of the five cities
to solicit resident participation in the demonstration. Interested resi-
dents are required to fill out a base line registration questionnaire, and
are then randomly selected into one of three experimental groups: a con-
trol group, which receives no additional services above and beyond those
to which they are currently entitled; the MTO experimental group, which
receives Section 8 vouchers and intensive housing counseling and assis-
tance from the local nonprofit organization, though members of this group
are restricted to live in low-poverty areas" within the surrounding MSA;
and a Section 8 control group, which is provided with housing certifi-
cates, no additional housing counseling or services, and is not geograph-
ically restricted as part of the demonstration.

Congress appropriated $20 million for MTO in Fiscal Year 1992, $50
million in 1993, and $164.5 million in 1994. Future budgetary alloca-
tions are, at the moment, uncertain. The program will move 1,300 fam-
ilies out of concentrated urban poverty communities into suburban areas
throughout the demonstration sites (Feins, Holin, and Phipps 1994). With
a final report on the outcomes of MTO to be presented to Congress in
2004, the demonstration has significant potential both as an effective
social service intervention and as a social science experiment.

The MTO program has already generated passionate resistance within
the suburban areas of selected demonstration cities, most notably in the
Baltimore metropolitan area. Louis DePazzo, a state delegate from Bal-
timore County and a recent candidate for Baltimore County Council, is a
particularly vocal opponent of the MTO program: "My concern with this
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program is much like Castro did when he opened the prisons and the
mental institutions and sent us the AIDS patients ... If I were Mayor of
Baltimore City, believe me, Ithink Iwould be derelict in my duty if Idid
not send out the worst of the worst..." DePazzo warned of a flood of
inner city residents into Baltimore County who were in need of "serious
counseling ... and [who] would need to be taught to take baths and not to
steal" (Hall 1995).

The MTO program has also encountered opposition because of what
some observers feel to be its unnatural social engineering aspects. One
Baltimore resident, active in the grassroots opposition toMTO, remarked:
"When I found out about what the program would do, I thought people
should know ... The program wasn't to give people in public housing a
hand up to move up, but make them equal right off the bat" (DeWitt
1995). Howard Husock, a professor at Harvard's Kennedy School of
Government, argues that the MTO program "runs counter to the social
structure of American neighborhoods, which are stratified along social,
economic and education levels that people have worked to attain" (De-
Witt, 1995).

On the other hand, initial reviews of the MTO experience by program
participants seem more positive, even in the charged Baltimore atmo-
sphere. One thirty-three year-old woman who moved from Baltimore's
Poe Homes to Columbia, Maryland as part of the MTO program re-
marked: "It's so peaceful and positive ... Itwas chaotic in the Poe Homes.
People had no respect for each other, and it wasn't safe for my children
to go out and play." A 1980 graduate of Baltimore's public school sys-
tem, she noted that at the time she received her high school diploma she
Was unable to read or write: "I don't know why they let me go like that."
Another MTO household head remarked: "This is a nice thing they're
dOing ... My daughter will get a better education, and she can go outside
and play. It's no joke in the projects" (Brandt 1995).

DO NEIGHBORHOODS MATTER?

The common sense of proponents of MTO suggests that the program
will work: moving children out of the inner-city neighborhoods and into
suburban areas will have a positive effect on educational outcomes. The
common sense of MTO opponents suggests that sending their own chil-
d.ren to schools and playgrounds with low-income children recently ar-
rIved from the central city will have negative consequences on the be-
haViors and attitudes of their children. However, in light of the avail-
able social science research, the reality of MTO's impact upon partici-
pating children, as well as on children living in the host communities, is
someWhat more complex than common sense might indicate.

One cause of this complexity lies in basic uncertainty about how indi-



30 THE GEORGETOWN PUBLIC POLICY REVIEW 1:1,1995

viduals make decisions and respond to their environments. One view is
that people make decisions within a rational choice framework: "Individ-
uals examine the options they face, evaluate them according to their
tastes and preferences, and then select the options that bring them the
greatest utility or satisfaction" (Bane and Ellwood 1994). In this case,
improved educational opportunities which are made available in subur-
ban areas will serve to induce greater academic effort and accomplish-
ment from rational children.

However, alternative views of human decisionmaking offer different
predictions. If the experience of repeated failure reduces the perceived
control individuals have over their environment, individual responses to
changes in environmental constraints are more complicated than the ra-
tional choice model would suggest. For example, the new educational
opportunities afforded by MTO may go underutilized if inner city chil-
dren believe themselves to be unable to realize desirable outcomes. If
decision making styles are related to the range of opportunities found
within the surrounding community and are slow to respond to changes in
these neighborhood conditions, the MTO move may likewise have a smaller
impact on the educational outcomes of MTO children than rational choice
theorists would predict (Galster and Killen 1995).

Sociologists have, in fact, devoted considerable attention to all sorts
of ways in which neighborhoods may influence educational outcomes
and other behaviors. In one of the most influential typologies offered to
date, Jencks and Mayer (1990) offer four categories of neighborhood
effect theories: contagion, collective socialization, institutional, and com-
parison.

The fear of the detrimental effects of poor people moving into the
suburbs expressed above by Louis DePazzo and others reflects a belief
in the contagion model: individual attitudes and values and, in turn, be-
havior, are influenced by the attitudes, values and behaviors of peers.
As the concentration of 'bad' neighbors within a particular community
increases, so does the likelihood of bad behavior by a given child. Crane
(199 l ) has argued that a strong nonlinear relationship exists between
neighborhood socioeconomic composition and individual behaviors.
Once a critical threshold, or "tipping point," for community representa-
tion is crossed, the likelihood of a given adolescent engaging in bad
behavior increases dramatically.

The collecti ve socialization model suggests that socially undesirable
behaviors may result from a dearth of positive role models and a lack of
proper monitoring. For instance, Wilson (1987) suggests the absence of
employed African American males in inner cities may explain low edu-
cation and employment aspirations. The institutional model also em-
phasizes the role of adults in influencing behavior, suggesting that ado-
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lescents are influenced by the adults who maintain social institutions such
as schools, police departments, and social service agencies. For exam-
ple, poor teachers, crooked police or inept medical personnel may be
more prevalent in low-income urban neighborhoods that have fewer re-
SOurces available to support local institutions.

All of these models presume that the presence of "good" neighbors
has a positive effect on children, and hence would predict improvements
in the educational outcomes of MTO children from relocating to subur-
ban locations. Alternatively, comparison models imply that "good" neigh-
bors have negative effects. Low-income children that compare them-
selves with their peers may lose confidence and motivation if they live
in a neighborhood where they are measured against higher achieving
students or wealthier families. If the neighborhood is characterized as a
closed system with limited resources, poor or minority students may
conclude that they are less able to successfully compete and therefore
reduce their effort.

The central conclusion to draw from the preceding discussion is that
policy analysts are unable to offer unambiguous predictions about the
effects of MTO relocation on participating or suburban children based
on social science theory. In fact, some analysts note that the very exist-
ence of independent neighborhood and peer effects on individual behav-
iors hinges on the assumption of social costs of moving to new communi-
ties or choosing new friends (Montgomery 1990). In order to make any
meaningful predictions about the possible impact of the MTO program
on participating and suburban children, we are forced to appeal to the
available empirical evidence.

The objective of the neighborhood effects research is to estimate the
difference in outcomes for poor families in poor neighborhoods versus
poor families in better neighborhoods that can be attributed to the dif-
ferences in neighborhood environments. However, there is an "endoge-
neity problem" which was alluded to in the earlier review of Gautreaux:
families and children are likely to have some degree of choice over the
neighborhoods and peer groups with which they associate. Therefore,
the families that researchers observe living in poor neighborhoods are
likely to be systematically different from families in better neighbor-
hoods in ways that are difficult or impossible for researchers to observe.
Many of these unobservable characteristics may also be correlated with
the outcomes of interest to the analyst. In other words, residentialloca-
tions and peer associations reflect in part individual characteristics that
are correlated with educational outcomes and are unobservable to the
researcher. Thus, statistical analysis may improperly attribute some vari-
ation in outcomes to neighborhood characteristics which is instead due
to these unobserved attributes. This problem is particularly nettlesome
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for researchers because, as Crane (1991) and Brooks-Gunn et al. (1993)
note, the relationship between the "quality" of unobservable characteris-
tics and the "quality" of neighborhoods is difficult to predict a priori.
This implies that researchers are unable to determine whether the neigh-
borhood effect estimates which they derive are biased in favor of over-
or understating neighborhood influences on outcomes.

Researchers also do not have any empirical foundation for specifying
the relevant neighborhood or peer entity that is to exert the possible
influence over the individual's behavior. As a result, the neighborhood
and peer effect literatures have relied upon ad hoc definitions of neigh-
borhoods and peer groups such as school, census tract, or zip code pop-
ulation characteristics which mayor may not bear any relationship to
the social entities which exert influence upon individuals. Furthermore,
perpetually substandard data for controlling family background differ-
ences, and data on family, school, and neighborhood conditions which is
typically limited to the child's contemporaneous environment also make
estimating the independent effects of neighborhoods on behaviors an
uphill battle for researchers.

These challenges have not deterred researchers from producing fair-
ly extensive empirical neighborhood effects literature, relying almost
exclusively upon secondary data analysis. Jencks and Mayer (1990)
reviewed the neighborhood effects research conducted prior to 1989 and
concluded that the available evidence "strongly suggests that growing
up in a high-SES [socioeconomic status] neighborhood raises a teenag-
er's expected educational attainment, even when the teenager's own fam-
ily characteristics are the same." Jencks and Mayer also found some
support for a relationship between the socioeconomic and demographic
characteristics of a school's population and an individual student's per-
formance on standardized achievement tests.

Later research by Crane (1991) found some evidence for the conta-
gion theory, suggesting strong nonlinearities in the relationships between
neighborhood characteristics and educational outcomes. Crane found
that the presence of affluent neighbors appears to have a larger effect on
student outcomes than does the presence or absence of poor neighbors.
Clark (1992) also found nonlinearities in neighborhood effects, though
she did not observe a distinct "tipping point" as found by Crane. Clark's
findings confirm Crane's evidence that affluent neighbors have an im-
portant impact upon adolescent outcomes. Clark found some evidence
to suggest that poor neighbors also have an influence on outcomes, though
the magnitude of these effects were smaller than the impact of affluent
families. The findings of Brooks-Gunn et al. (1993) also suggest that
the presence or absence of affluent families appears to matter much more
for adolescent outcomes than does the presence or absence of low-in-
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come families.
Perhaps most disturbing for MTO is Clark's finding that middle-class

neighbors appeared to have much smaller impacts upon low-income Af-
rican American males than the impacts of middle-class neighbors for
adolescents of other races. Duncan (1994, 39) also found evidence that
"affluent neighbors benefit black males only if the affluent neighbors
themselves are black," and in general black males appeared to be posi-
tively influenced by the presence of other African American neighbors.

All of the studies reviewed above have, however, ignored the poten-
tial effects of the correlation between neighborhood location or peer group
and unobservable individual or family characteristics. Research that
has attempted to address these unresolved endogeneity problems has
generally produced little evidence to support the existence of indepen-
dent neighborhood effects. Evans, Oates and Schwab (1992) used two-
stage instrumental variables procedures to control for the endogeneity of
neighborhoods. The Evans study found that statistically significant neigh-
borhood effect estimates which were obtained when endogeneity was
not controlled vanished when endogeneity controls were employed. Plot-
nick and Hoffman (1993) instead used data on pairs of sisters to control
for the effects of unobserved family characteristics. Since family back-
grounds are likely to be similar between a given pair of sisters, differ-
ences in outcomes across sisters may be attributed to differences in neigh-
borhoOd residences during adolescence if all other differences between
Sisters are controlled. Once unobservable family characteristics are
Controlled in this fashion, neighborhoods no longer appeared to matter
for educational outcomes. Ginther, Haveman and Wolfe (1993) found
that successively increasing the numbers of variables included in their
regression model specification served to decrease the magnitude and
significance of neighborhood effects.

However, each of these three studies has its own limitations. The
Evans findings raise the usual concerns about the validity of available
instruments when two-stage results differ dramatically from single-equa-
tion coefficient estimates. The Plotnick findings rely upon relatively small
sample sizes (n= 106) and focus on postsecondary school attendance as
the sole educational outcome measure. The Ginther findings are also
somewhat difficult to interpret. Multiple regression techniques present
analysts with the effect of an explanatory variable on the dependent
variable net of common effects with other explanatory variables. As
s.uch, as the number of explanatory variables is increased within a par-
tIcular model specification, the magnitude and significance of a particu-
lar variable's parameter estimate will not surprisingly decrease. More-
over, an additional point relevant to all three studies worth repeating is
that the inability to reject the null hypothesis of no neighborhood effects
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is not equivalent to accepting the null hypothesis that neighborhoods do
not matter.

Thus, policy analysts called upon to offer predictions for the impact
of MTO on both moving and host children are forced to rely upon a body
of theoretical literature that suggests MTO moves may either improve or
depress student outcomes. While much of the empirical literature sug-
gests that MTO children may benefit from their new exposure to afflu-
ent neighbors, and suburban children are unlikely to be harmed by a suf-
ficiently small introduction of low-income families, this literature has failed
to prove robust to refinements in estimation procedures. The problem of
interpretation arises in that each study employing a methodological re-
finement is characterized by other limitations.

The important point to draw from this review is that if one believes
the body of literature that acknowledges neighborhood effects, then re-
locating to suburban neighborhoods mayor may not improve the educa-
tional outcomes of the predominantly minority MTO children. At the
same time, however, this evidence suggests that the relocation of MTO
children into suburban communities is extremely unlikely to have any
impact at all on the educational outcomes of the suburban children that
will have MTO children as their new classmates and neighbors. Alter-
natively, if neighborhoods and peer groups exert no independent effects
on educational outcomes, then the MTO relocation wi 11obviously have
no positive impact on participating children but, at the same time not
negatively impact suburban children. That is, MTO mayor may not lead
to improvements in educational outcomes for relocated children, but it
seems very unlikely that the program will hinder the educational pros-
pects for children currently living in the host suburban communities.

POLICY IMPLICATIONS

The MTO program attempts to simultaneously improve the house-
hold, school, and neighborhood environments experienced by low-income
urban children and, in turn, improve their educational outcomes. The
program's objectives are particularly ambitious in light of waning public
support for government antipoverty policies.

Our review of the social science literature leads to the potentially
unsatisfying conclusion that we are currently unable to ascertain, with
any degree of confidence, whether neighborhoods influence educational
outcomes and, if so, by how much. Because families self-select into
neighborhoods and children self-select into peer groups, researchers are
currently unable to confidently discern the independent educational ef-
fects of neighborhoods and peer groups from the effects of unobserv-
able family and child attributes associated with this selection.

The "neighborhood effects" research that ignores problems of self-
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selection into neighborhoods and peer groups suggests that the presence
of affluent neighbors may matter quite a bit for the educational outcomes
of children and adolescents. This research also suggests that the pres-
ence of low-income neighbors seems to matter much less, if at all, for
educational outcomes. If this line of reasoning is correct, the MTO pro-
gram mayor may not help participating children but is likely to have
~eg1igible effects on suburban children. If neighborhoods have some
~ndependent effects on educational outcomes, then low-income parents
In urban areas may be poor in part due to the misfortune of having been
~orn to low-income, urban parents themselves. The residential reloca-
tion induced by MTO will in turn improve the educational outcomes of
participating children and may be one of the only answers to breaking
t?is cycle of intergenerational transmission of poverty. The modifica-
tions to the MTO program that may be necessary to maximize the edu-
~ational benefits to participating children, such as relocating families
Into suburban neighborhoods with significant concentrations of other
minority families, are almost surely politically infeasible.

On the other hand, research that attempts to control for self-selection
suggests that neighborhoods may not matter at all. If neighborhood ef-
feet, are negligible, any improvements in educational outcomes experi-
enced by MTO children could in theory have been produced by pro-
grams which served these families in their old, urban neighborhoods, per-
haps at considerably lower political costs. Yet, if neighborhoods do not
matter at all, MTO relocation will clearly have no deleterious effects on
the children of suburban opponents to the program. If neighborhoods do
not matter for educational outcomes, MTO introduces low-income, inner
city children to better schools and safer neighborhoods at probably little
educational expense to suburban children.

Perhaps not surprisingly, it would appear that conducting the MTO
program seems like a necessary step for determining the effectiveness
of the program, since only the random assignment of families to different
neighborhoods induced by MTO can adequately address issues of self-
selection of families into different kinds of neighborhoods. For this rea-
Son alone, MTO will doubtless prove to be a valuable social science
experiment. Whether the demonstration is allowed to run its course will
?epend on how citizens value the objectives of MTO as a social policy
Intervention, and public perceptions of the costs borne by low-poverty,
SUburban host communities. With respect to one social policy objective
of MTO that most of the public will agree is legitimate - improving the
edUcational outcomes of children - the downside for either urban or
SUburban students appears to be small.
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Notes

1. The neighborhood demographics of low-income urban communities could also
be altered by significantly increasing the household incomes of local families, though
of course the degree of income redistribution required to affect a change in neighbor-
hood socioeconomic characteristics akin to a move to the suburbs would be dramatic,
indeed.

2. Rosenbaum argues that the Gautreaux program is actually characterized by what
he terms a "quasi-experimental design," as Rosenbaum believes that urban versus sub-
urban relocation is determined more by random apartment availability than the prefer-
ences of relocating families. While few Gautreaux families actually turned down the
first apartment that became available to them, the argument that family preferences
play no role in determining relocation is almost impossible to make.

3. For the purposes of the MTO program, "low-poverty areas" are defined to be
census tracts with 1989 poverty rates of less than 10 percent.
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JUST COMPENSATION?
An Examination of Regulatory Takings
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Abstract

Th~ "takings" clause of the Fifth Amendment of the Constitution enables property owners to receive com pen-
~~'?~ when regulatory policies devalue their respective properties. Howe~er: the historical interpretatio~ of
bl J st. compensation clause does not provide unequivocal parameters within which the clause Is.apphca-
e. This ~rtlcle cites recent judicial and legislative trends to increase the types of situations in which com-

Phensatlon IS paid to affected property owners, but notes the difficulties associated with adopting workable,
t eory-based compensation standards within this trend. Using Libertarianism, Liberalism, and Utilitarianism
as a base, the author suggests that satisfactory compensation standards will evolve only with a revised
understanding of property that fits contemporary social priorities.

For more than seventy years courts and legislators have wrestled
with the question of determining when a regulation so burdens
private property owners that the takings clause of the Fifth Amend-

ment requires compensation. Clearly, some level of regulatory activity
that decreases private property value must be tolerated in order for gov-
ernment to function. Yet, equally clear is that principles of fairness and
th~ protection of minority rights place limits on the degree to which the
~nce of regulations promulgated for the good of all may be dispropor-
tIonately imposed on the relative few .
. .Notwithstanding the considerable difficulties associated with recon-

cIlIng the competing values implicated in regulatory takings claims, two
f~ct?rs make the issue increasingly relevant today. One is the substan-
tialincrease in environmental regulations over the past twenty years and
the consequent increase in the number of individuals whose property
values are affected by such regulations. The regulatory takings issue
has thus been removed from an intel1ectual stratosphere and grounded
through a growing need for workable compensation standards. The sec-
ond is the current ascendancy of a conservative faction on the Supreme
~ourt and in Congress and the consequent opportunity to set forth tak-
Ings policies consistent with a conservative agenda. I

~his article starts by examining the origins of the takings clause and
prehminary efforts to define workable standards to determine if com-
~
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pensation should be paid when a regulation diminishes the value of pri-
vate property. The article continues by discussing the compensation
principles that Libertarian, Liberal and Utilitarian political theories would
provide. Finally, in consideration of the limitations inherent to the solu-
tions offered by each of these theories, the article suggests the need to
develop a new theory capable of articulating workable compensation
standards.

HISTORY OF THE JUST COMPENSATION CLAUSE

The inclusion of the just compensation clause in the Fifth Amend-
ment was a somewhat radical legal innovation traceable to James Mad-
ison's strong convictions regarding private property rights." The clause
sets forth a moderately abstruse prohibition against uncompensated tak-
ing by the government of private property for public usc.' While the
framers of the Constitution intended that the clause apply only to actual
physical takings of property, the Supreme Court expanded the just com-
pensation clause in 1922 to cover regulations that restrict private land
use to the point that such regulations are the functional equivalent of
actual physical takings (Yale Law Journal, 1985; Pennsylvania Coal v.
Mahon 1922, 415).

The expansion of the compensation right to include regulatory tak-
ings complicated jurisprudence in this area considerably. Courts could
no longer evaluate the merits of a claim through a simple factual analy-
sis of whether an actual physical taking occurred but instead had to probe
such murky issues as whether a regulation goes "too far." To date, courts
have been unable to advance theory-based principles for determining
when a payment right exists following a regulatory action, choosing in-
stead to evaluate takings claims in an individual, fact-specific manner.
Consequently, legislators are frequently left with no clear standards to
determine whether proposed regulations are constitutional.

Following several decades of erratic regulatory takings jurisprudence,
the Supreme Court acknowledged the need to provide some guidance in
this area and set forth a loose evaluative framework in its 1978 decision
in Penn Central Trans. Co. v. New York City. The opinion notes certain
"factors that have particular significance" that have proven valuable in
prior regulatory takings decisions (Penn Central Trans. Co. v. New York
City 1978, 124). Specifically, the Court identifies "[tlhe economic im-
pact of the regulation, the extent to which the regulation has interfered
with distinct investment-backed expectations [and] the character of gov-
ernmental action" (Penn Central /978). While bringing some order to
takings jurisprudence, the standards provided in Penn Central, together
with those developed in subsequent cases, have been only slightly more
elucidating than the language of the just compensation clause itself and
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have proven to provide only limited guidance to regulators.
~s for determining the economic impact of a regulation and the relat-

ed Inquiry into interference with investment-backed expectations, Penn
Central emphasizes that the individual rights associated with a piece of
property (e.g., occupation, development, leasing, resource extraction,
eic.i should not be evaluated separately. Thus, a regulation that effec-
tIvely takes entirely one pre-existing right (e.g., a prohibition on the
d~velopment of "air rights" over the property) does not necessarily con-
stItute a taking if the owner can still obtain a reasonable return with
respect to other rights associated with the property (Penn Central 1978,
1~O-131, 136). Obviously, this standard begs the question of what con-
stItutes a "reasonable return," although it seems that reasonable is some-
what less than the maximum return that could be realized in an unregu-
lated, world.' Some cases suggest that a virtually complete investment
loss IS acceptable if a sufficiently compelling policy interest supports
the regulation.s Other problematic issues not addressed in Penn Central
are such questions as whether adjoining parcels of property owned by
the same individual or pre-existing rights sold before the alleged regula-
tory taking should be considered in evaluating the reasonableness of a
return,6

. Penn Central's inquiry into the character of government action con-
~Iders the degree to which a regulation approaches an actual physical
~nvasion of private property. Regulations that require easements to be
Imposed on private property are more likely to be compensable takings
than those that merely restrict the use of such land. For example, Loret-
to v Manhattan Teleprompter Manhattan CATV Corp. (1982) required
compensation where a regulation required a building owner to provide
cable TV line easements. However, Keystone Bituminous Coal Ass 'n v.
DeBenedictis (1987) found no compensable taking created by a subsid-
ence damage prevention regulation that limited how much coal could be
extracted from the ground.

Apart from the considerations identified in Penn Central, courts have
developed numerous additional criteria to aid in the inquiry of whether
~ reg,ulation results in a compensation obligation. For example, one dis-
ttn~tIOn that has been moderately useful is whether the challenged regu-
latIOn is intended to promote a public benefit or prevent a specific harm.
~egulations that fall into the former category often support compensa-
tion determinations, while rules designed to address the latter fall under
a "nuisance exception" and rarely result in compensation, even if the
affected party suffers a substantial loss.' The usefulness of this benefit!
~uisance distinction is limited, however, by the fact that many regula-
tIO~s are not readily categorized as promoting a benefit or preventing a
~Ulsance. For example, a law prohibiting particular types of construc-
tion for the purpose of preserving wetlands could be interpreted as fall-
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ing under either classification.
A recent direction in takings jurisprudence has been to evaluate the

extent to which a regulation advances a substantial government interest
(Agins v. City of Tibouron 1980). This line of inquiry directly challeng-
es the legitimacy of a regulation, demanding that a rational nexus be
demonstrated between the government interest advanced and the bur-
dens imposed by the regulation. Reflecting an increasingly pro-com-
pensation attitude, the Supreme Court stated in a 1987 decision (Nollan
v. California Coastal Commission 1987) that "the condition for abridge-
ment of property rights [is] a 'substantial advancement' of a legitimate
State interest." The same case noted that courts should use a strict stan-
dard of judicial scrutiny to evaluate land use restrictions (Nollan 1987,
834 n. 3).

The Supreme Court's recent pro-compensation decisions evidence the
Court's growing resolve to strengthen the rights associated with the just
compensation clause." The Court's next step in takings jurisprudence
was to adopt a Libertarian interpretation of the just compensation clause
in Lucas v. South Carolina Coastal Commission (1992). In this widely
anticipated decision, the Court articulated a new standard that mandates
compensation when a land use restriction is based in any state interests
other than those representing a very narrowly defined set of legitimate
police powers.'?

POLITICAL THEORIES AND THE JUST COMPENSATION
CLAUSE

The Court's decision to move in a Libertarian direction in Lucas was
hardly inevitable and may not ultimately provide a satisfactory resolu-
tion to the compensation question. Several political theories are avail-
able to address the issues implicated by regulatory takings. The princi-
pal advantage of the Libertarian solution adopted by the Court is that it
presents a relatively clear standard. However, a significant limitation of
Lucas is that rigorous adherence to its theoretical premises will result in
jurisprudence over a broad range of substantive areas that is grossly out-
of-step with most contemporary perceptions of the role of government
in society. II If the Court insists on continuing with a Libertarian stan-
dard, it will almost certainly be forced to devise a set of arbitrary excep-
tions and distinctions to avoid decisions that are politically unaccept-
able to most of the population. Thus, notwithstanding its simplicity of
expression, the Libertarian solution may ultimately prove as unwork-
able as the Court's past efforts to resolve the just compensation issue.

The following is a discussion of Libertarianism and competing theo-
ries that are available as alternative solutions to defining a workable and
politically acceptable solution to the takings compensation question.
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Libertarianism
Richard Epstein, a professor at the University of Chicago, directly

addresses the takings question from a Libertarian perspective in his 1988
book, Takings (Epstein 1985). Epstein's arguments, which provide a
framework for restricting a substantial amount of government regulato-
r~ activities, are currently very much in vogue among conservative fac-
trons, notwithstanding the substantial role that judicial activism plays in
achieving the Epstein vision. The standard articulated by the Court in
Lucas is based to a significant degree on the philosophical approach
Outlined by Epstein in his book.
. Epstein maintains that in fulfilling its purpose of forming and operat-
Ing the state, government must "preserve the relative entitlements among
the members of the group" (Epstein 1985, 4). Apart from a small uni-
verse of instances where the state may legitimately abridge a broadly
defined set of property rights to maintain order, Epstein's interpretation
~f the Fifth Amendment requires compensation whenever a state regula-
tI?n transfers property from an individual to the state or to another indi-
vidua], Epstein argues that the just compensation clause mandates that
the state exert the minimum amount of power necessary to deal with
free riders and externalities (Epstein 1985, 332). He maintains that the
e~isting land use jurisprudence fails to follow this mandate and instead
dIsplays a too narrow interpretation of the just compensation clause, a
too expansive reading of the scope of police power, and an indefensible
deference to local government decisions (Epstein 1985).

With respect to property, takings and compensation, Epstein has two
basic rules. First, forced exchanges of property are permitted only for
public use (Epstein 1985). The state may not force an exchange from
o.ne private user to another. Second, whenever the state takes a property
fIght (with a few limited exceptions), compensation is required (Epstein
1985). Everyone must receive something of equal or greater value in
exchange for the rights surrendered.

The implications of adopting Epstein's interpretation of the just com-
pensation clause are considerable. The Endangered Species Act, the
Clean Water Act, the Wild and Scenic Rivers Act, and the Wilderness
Act, as well as numerous state statutes, have been the basis of several
takings suits in lower courts (New York Times 1992). The definitive
SUpreme Court statement that the government's police powers do not
e~tend to environmental preservation (presumably with an exception for
~ltuations that present an immediate threat to health or life) is likely to
Increase the number of landowners who can comfortably predict recov-
ery in a takings suit against the government.

Beyond setting a precedent that would make it extremely expensive
for the government to enforce any private land use restrictions in envi-
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ronmental statutes, the adoption of the Epstein position by the Court
can, in theory, be the basis of challenges to a substantial portion of the
economic and social legislation of the modern regulatory state. There is
no logical reason why Epstein's interpretation of the just compensation
clause should be limited in application to environmental regulations.
Epstein's formula of a broad definition of property and a narrow defini-
tion of police power would invalidate virtually any legislation that bur-
dens some individuals more than others. Epstein acknowledges that
adoption of his views would render constitutionally suspect zoning laws,
rent controls, minimum wages, workers' compensation insurance, transfer
payments and progressive taxation (Epstein] 985, pg. x), to name just a
few widely supported policies that have a disproportionate impact on
members of society. Epstein states, "It will be said that my position
invalidates much of the twentieth century legislation, and so it does"
(Epstein 1985, 28]). Thus, a problem inherent to adoption of Epstein's
view is that it is premised upon and will inevitably lead to a government
role that is so limited as to be unappealing to all but the most conserva-
tive of individuals.

Epstein's interpretation of the just compensation clause has an all-or-
nothing quality; it provides no basis for distinguishing the constitution-
ality of many widely accepted social and economic redistributive regu-
lations from that of more controversial environmental land use restric-
tions. In describing the problematic desire of some right-wing factions
to invoke Epstein's philosophy selectively, one commentator notes, "Ep-
stein's logic is rigorous. By contrast his halfhearted followers have no
logical explanation for why and where they should stop short" (Kinsley
1992, 6).

On the takings issue, Epstein's philosophy is similar to that articulat-
ed by Robert Nozick in his well-known Anarchy, State and Utopia
(1974). Both Libertarian theorists would probably reach the same con-
clusion with respect to most cases. However, there are some significant
differences between the philosophies of Epstein and Nozick.

Epstein sees the only permissible uncompensated takings as those
that represent an exercise of the traditional common law of nuisance
(Epstein 1985, 108-112). In contrast, Nozick does not reference the com-
mon law of nuisance, but his universe of uncompensated takings is prob-
ably similar, if not somewhat smaller. Nozick would limit the state's
power to that of preventing an individual from using his or her property
in a manner that directly compromises the rights of others. In addition,
Nozick also permits use regulations in the case of scarce resources that
are social necessities. In such situations, Nozick believes that the Lock-
ean Proviso would empower the state with the right to regulate (Nozick
1974,180).

The two Libertarians also express somewhat different views with re-
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spect to compensation of parties adversely affected by another's use of
~~operty. Nozick provides for compensation of the victims of external-
ItIes. Thus, while the state cannot force an owner not to produce an
externality (with very limited exceptions), it can set up a mechanism
through which the owner must compensate those who are damaged
(Nozick 1974, 79-81). Epstein takes a somewhat tougher position against
the victims of externalities. He grants the state the right to regulate
property use up to the limit of the common law of nuisance. Beyond
this point, an owner can use his or her property in any manner. The
victims must bear the burden of any resulting externalities; they (or the
state) must provide compensation to the property owner who is forced
to relinquish any rights beyond those covered by common law nuisance
dOctrines (Epstein 1985, 121-125).
Liberalism

The political theory of Rawlsian Liberalism provides one alternative
to the Libertarian position adopted by the Court in Lucas. While capa-
~le of producing resolutions that are more in line with popular expecta-
tions than those provided by Libertarian theories, the Rawlsian philoso-
phy is limited by its failure to set clear standards. To a substantial de-
gree, resolution of the issues presented by the takings question through
~ Rawlsian analysis involves a consideration of the vague and some-
tImes conflicting premises.

From a perspective of Rawls' "Original Position," (Rawls 1971) the
answer to the question of whether the state may significantly regulate
the Use of one's property without compensation is unclear. To a certain
degree, the answer depends on how equitably property will be distribut-
ed in society. If highly valuable resources, the regulation of which is
essential to society, are to be allocated to a limited number of individu-
als, it seems likely that "no compensation" would be the selected rule.
This result would further Rawls' redistribution agenda.

However, if the regulatory activity would affect the property owned
by most of the population, the answer might be different (i.e., regulatory
t~kings would require compensation). Notably, the new wave of restric-
tIve environmental regulations have an impact upon a large number of
P~~perty owners of limited means. Under such circumstances, no sig-
nIfICant amount of redistribution of assets would result from a no com-
pensation rule .
. One element of Rawls' philosophy that supports takings compensa-
tIon is his qualified endorsement of a market system and presumptive
beli~f that property rights should be preserved to the extent necessary to
aVoId compromise of desirable efficiency resulting from the market
~Rawls 1971, 271-274). Arguably, a policy that permits unlimited tak-
Ings without compensation is hostile to a market economy and might
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lead to substantial efficiency losses.

Utilitarianism
As the dominant current political ideology in policymaking, Utilitar-

ianism must be considered as a possible framework for providing a so-
lution to the takings compensation question. The primary objective of
Utilitarianism is to maximize the aggregate utility of society. Thus, in
determining whether or not to compensate, a Utilitarian would compare
the total utility levels that different alternatives might produce. I~ Like
Rawls' theory, Utilitarianism can produce standards that are in rough
accord with popular perceptions of equity, justice and the role of gov-
ernment in society. However, the similarity to Rawls' theory continues
to the extent that Utilitarianism can only define standards after follow-
ing a non-intuitive analysis of numerous abstract variables.

Because a Utilitarian society would presumably only adopt property
use restrictions that produce net gains in social utility, the principal is-
sue to be decided in a takings case is whether awarding or not awarding
compensation to the affected property users will result in greater utility.
This analysis involves a somewhat complex balancing of several highly
theoretical utility gains and losses. Under a Utilitarian scheme, com-
pensation in a takings case will be awarded only when the process costs
associated with the elimination of uncertainty are less than the sum of
uncertainty costs (the social costs resulting from an increased percep-
tion that uncompensated takings are more likely) and the costs of citizen
disaffection - the specific disaffection that will be felt by those who
will be deprived of their takings claim (Ackerman 1977, 48-59).

POLICY IMPLICATIONS

Selection of an appropriate takings theory presents two challenges to
the policymaker. First, the theory must produce rules that advance de-
sired justice and equity objectives. Second, the theory must be capable
of expressing clear standards. Unfortunately, none of the obvious theo-
retical alternatives present an entirely satisfactory paradigm. Liberal-
ism and Utilitarianism necessarily rely on such abstract considerations
to state takings standards that such theories can provide only limited
practical guidance to legislatures, regulators and courts. In contrast,
Libertarianism is capable of setting forth workable standards, however
only at a price of adopting radical social and economic reforms.

In consideration of the current conservative political climate, it is not
surprising that takings policies should be moving in a Libertarian direc-
tion. However, it is probably legitimate to question how accurately Liber-
tarianism reflects the true political sentiments of the country. For exam-
ple, an expansion of the just compensation clause along the lines pro-
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Posed by Richard Epstein would offer no logical reason to distinguish
between highly-controversial environmental land use restrictions and
Widely-supported zoning laws. Both reduce the maximum economic
value that a property owner might obtain. Accordingly, a Libertarian
standard would render both susceptible to constitutional challenge ab-
~ent a compensation provision. Indeed, some observers have expressed
fear that the Supreme Court's adoption of a Libertarian position to re-
s~lve land use and regulatory takings issues is the first step in a gradual
dIsmantling of the regulatory state through the just compensation clause
(Tribe 1992). Such concerns are probably overstated in consideration of
the practical limits on the degree to which the Court can actively pro-
mote policies contrary to the will of an overwhelming majority of soci-
~ty.13 However, there is not much sense in embracing a philosophy that
ISdoomed to fail if permitted to run its course.

Rather than jumping on the Libertarian bandwagon, a more reason-
able approach to the regulatory takings question is one that acknowl-
edges the complex considerations implicated by property ownership and
use in the late 20th Century. Conservative nostalgia to the contrary not-
:vithstanding, it is undeniable that natural resource limitations, a grow-
Ing population, and the increased interrelationship of all land uses have
shifted (and will continue to shift) social priorities with respect to prop-
erty. As explained by Bruce Ackerman, old analytical frameworks are
unable to provide acceptable standards for evaluating takings claims. A
new approach is required, guided by a philosophy capable of accounting
for evolving social priorities (Ackerman 1977). By necessity, such a
philosophy must be one that deemphasizes property ownership rights.
Joseph Sax maintains that the American legal system's exaltation of pri-
Vate property rights is a device designed to further an archaic objective
?f unrestrained development (Sax 1983). As society'S values necessar-
~ly shift away from unbridled resource exploitation, the legislative and
J~dicial systems should respond through a comprehension of property
r~ghts that accommodates revised social priorities. Such a comprehen-
SI~nmust acknowledge all of the externalities associated with the use of
pnvate property and fully consider such externalities in designing a sys-
tem of rules.

Notes

1. See, e.g., Dollan v. Cit)' ofTigurd (1994) (expanding the compensation require-
ment to situations where the burden imposed as a condition to development is not relat-
ed in both nature and extent to the proposed development's impact); Tom Kenworthy
(1994) (describing Republican legislative proposals to significantly enlarge the rights
of bus; ., . ., nesses and property owners to receive compensation tor government actions
that IOWer the value of property).
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2. See, (Yale Law Journal 1985,708-710). In The Federalist, Madison wrote "Gov-
ernment is instituted no less for protection of the property. than of the persons, of indi-
viduals" (Madison 1787). The notion that property was not commonly regarded as an
inalienable right during the late 18th Century is not universally accepted. Richard
Epstein maintains that the Lockean philosophical conception of property was dominant
when the Constitution was drafted (Epstein 1985, 16, 29). However. Epstein offers no
explanation for Jefferson's well-documented reluctance to elevate property to the same
status as life and liberty in the Declaration ofIndependence.

3. The provision reads "nor shall private property be taken for public use, without
just compensation" (US Const. Amend. V).

4. A "reasonable return" may exist even if an owner suffers a substantial loss in
value. In Village of Euclid v. Amble Realty Co. (1926), a 75 percent reduction in prop-
erty value was insufficient to find a compensation obligation. Notably, recent legisla-
tive proposals require a far lower reduction in value to trigger a compensation obliga-
tion. Sec, e.g. (Gillespie and Schall has 1994, 134-135) (imposing a 10% reduction as
the threshold for compensation).

5. See. e.g., Andrus v. Allard (1979) (no taking found after a regulation prohibit-
ing the sale of artifacts made from eagle feathers essentially destroys all commercial
value of inventory of a dealer of such artifacts).

6. See, e.g., Loveladies Harbor, Inc. v. United States (1988) (property owner fills in
and sells most of a 250 acre wetland tract before being denied a permit to fill in the
remaining 12.5 acres of wetlands).

7. See, e.g .. , Miller v. Schoene (1928) (no compensation when state orders an
entire grove of trees destroyed to prevent disease from spreading to neighboring or-
chard). It is notable that Justice Rehnquist, whose views on takings issues are likely to

represent those of a majority of the current Court. has expressed the opinion that the
nuisance exception may not present a bar to compensation when the burden on the
regulated party is considerable. Rehnquist. in a dissent joined by Justices Powell.
O'Connor and Scalia, wrote in a 1987 case, "Though nuisance regulations have been
sustained despite a substantial reduction in value. we have not accepted the proposition
that the State may completely extinguish a property interest or prohibit all use without
providing compensation." Keystone Bituminous Coal Ass 'n v. Debenedictis (1987.
513) (Rehnquist, J., dissenting).

8. Emphasis in original.
9. While judicial activism is a philosophical anathema to a conservative bench. the

importance of establishing a property ideology in line with a right-wing agenda appar-
ently outweighs concerns with how such an ideology is achieved.

10. As used herein. a "police power" is a legitimate exercise of regulatory authority
by the state in a context that does not result in a compensation obligation. Preventing
a nuisance (e.g .. prohibiting a suburban homeowner from operating a backyard stock'
yard) is a traditional example of a police power and will not result in a compensation
obligation (even if a stockyard is the most economically advantageous use of the prop'
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erty in question). In contrast, an exercise of state power to promote a public good (e.g.,
taking private property to widen a highway) is not a traditional police power and does
require compensation.

11. While courts are not obliged to promote popular values and do, in fact, have the
~ole of protecting minority rights, this role should be distinguished from one of further-
Ing the agenda of the court itself. Experience has demonstrated that the judicial system
cannot actively promote an unpopular position.

12. In discussing Utilitarian solutions, it can sometimes be important to distinguish
between "act utilitarianism" and "rule utilitarianism." Act Utilitarianism is a purer
form of the philosophy, in which each individual decision is evaluated in accordance
With the doctrine. Rule Utilitarianism does not consider individual cases. but instead
evaluates whether a particular policy or practice will. in the long-run. increase or de-
crease society's utility. Because of the tremendous weight placed on precedent in judi-
cial policymaking, rule Utilitarianism is the more appropriate variety of the theory to
use when establishing a policy that defines legal rights. However, the analysis dis-
cussed in this paper would not change if evaluated from an act utilitarianism perspec-
tive.

13. For example, during the 1930s, the Court ultimately had to abandon its efforts
to Use the doctrine of "substantive due process" to strike widely-supported social and
labor legislation.
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Abstract

The pUrpose of this article is twofold: 1) to provide policymakers with a stronger overview of the concept of
performance-based budgeting and 2) to discuss the potential of gaining broader institutional support for
performance-based budgeting. This article first evaluates the model of performance-based budgeting in
Contrast to the current system of budget allocation at the federal level. It then moves onto a discussion of
lessons learned from state and local performance-based budgeting initiatives, and focuses on potential ob-
stacles to implementing performance-based budgeting at the federal level. This article concludes by offering
recommendations for institutionalizing this type of budgetary system.

A cursory analysis of the current budgetary system and a newer
alternative, performance-based budgeting, draws to mind simi-
larities to P.l. O'Rourke's contrast between Santa Claus and God.

Santa Claus, O'Rourke contends, is a paternalistic figure knowing who's
been "naughty or nice," yet makes no judgments and rewards all un-
equivocally. God, on the other hand, is a patriarch setting the rules and
expecting man to abide by them. On the surface, Santa Claus would
seem the far more favorable choice. Unfortunately, as we know, Santa
Claus does not exist (O'Rourke 1992, xx),

However, the spirit of St. Nick lives on within the federal govern-
ment through its current budgetary system of rewarding the most unde-
~erving of programs. The surface appearance of generosity masks the
Inefficiency of a system that is slowly adding to the national debt while
creating unrest among a majority of Americans (US Senate 1993, 2).
Performance-based budgeting - a budgeting system which directly cor-
rel~tes budget allocations to program outputs - is the patriarchal alter-
natIve to the current system, and is being tested at the pilot level under
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Sunnyvale, California
Sunnyvale, California is considered by many to be the leader in not

only performance-based budgeting but also performance management.
The city has been linking output measures to the budget process since
the early 1970s, and this process allows "policy-makers [to 1 decide on
the level and quality of service to be provided and then figure out how
much it will cost" (Enders 1993, B3). Sunnyvale, more than any other
city or state, serves as a testament to the belief that this system can work.

The key to Sunnyvale'S successful budgeting practice has been its
ten-year resource allocation plan. The plan projects "year by year over
the next decade the city's revenues, operating costs, capital construction
costs, and debt service ... [It is] structured to support the goals of Ithe
city's broader plan]" (Mercer 1993,3). The budget process, however, is
continually restructured as goals or costs change, thereby offering city
leaders the opportunity to not only focus on long-term planning and goals.
but also to determine whether intended program outputs are being met
as resources are allocated over time. Continual modifications over this
ten-year period allow policymakers to overcome obstacles such as: in-
accurate projections of inflation, under-usage of public facilities, or other
factors that influence costs and benefits.

The fact that the budget focuses on tasks instead of line-items is wor-
thy of note. Instead of regulating inputs and placing additional con-
straints on managers, the budget only indicates how much a given activ-
ity will cost. Thus, the focus is on efficiency in service delivery, not
"line-item object accounts ... [such as 1 wages, postage, or travel" (Mer-
cer 1993, 5). In fact, the city council votes not on the actual budget but
on the goals which individual agencies have set, highlighting the ern-
phasis on performance, not inputs (Joyce 1993, 17).

Sunnyvale bases its budget on a number of performance indicators.
For example, the police department budget requires that it respond to a
certain percentage of complaints registered by the public. Identifying
the unit cost of meeting a request allows policymakers to determine how
many requests should be met based on the level of funding allocated to
the Department. As a result, Sunnyvale's budget "fully allocates all costs
of a program" to its outputs (Mercer 1993, 6). This "detailed set of
objectives and performance measurements govern all municipal func-
tions" (Joyce 1993, 17).

Another crucial facet of Sunnyvale's budget process is its reliance on
indirect as well as direct costs. When considering funding levels for
robbery investigations, for example, all costs, such as photocopier, corn-
puter, and phone expenses are included, not just the direct cost of officer
salary expended during an investigation.

Sunnyvale's success also stems from rewarding government workers
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who exceed expectations and punishing those who do not. Again, cen-
t~al to Sunnyvale's budget process is that policymakers know ahead of
tune exactly the outputs that should be produced by public funds.
Sunnyvale's incentive-based "Pay for Performance" plan encourages
workers to exceed expectations by linking their pay levels directly to
efficiency and effectiveness in meeting goals (Mercer 1993, 9). Manag-
ers, for example, are given a salary bonus for going beyond their tar-
geted levels of service. Failure to meet this predetermined level, how-
ever, results in a pay decrease (Turner 1993, A4). As city council mem-
ber Larry Stone argues, "If you reward innovation and achievement,
people will innovate and achieve. If you reward spending, they will
spend" (Enders 1993, B3). Sunnyvale's success clearly indicates it pre-
fers the former.

While Sunnyvale's system is certainly a blueprint for implementing
suCcessful performance-based budgeting reforms, city officials warn that
C?ange will not occur overnight. It has taken nearly two decades for the
CIty to fully develop its budget process, civil service and management
systems, and overall focus. These transformations did not happen quickly,
nor Were they implemented with one all-encompassing bill. As Sunny-
vale city manager Tom Lewock states, "anyone who looks at this and
says it's a panacea and it works its magic overnight is nuts" (Enders
1993, 83).
Oregon

Oregon is considered to be another leader in the field of performance-
based budgeting through its use of the innovative "Oregon Benchmarks"
program. To promote the growth of its economy over the next twenty
years, the Oregon Progress Board was founded in 199] to develop a
~ystem of benchmarks to guide the state in setting policy. After consult-
Ing with community groups, civic leaders, legislators, and the public-at-
large, a comprehensive set of 272 Benchmarks was developed, encom-
passing all areas under the domain of the public sector (Broom and
MCGuire] 996, 5-6). Including many groups in the policy process "was
~sed as a means for [all] ... stakeholders to reach consensus on the prior-
ny issues for the state" (Hunt 1994, 6).

Oregon separates the Benchmarks into two broad categories: urgent
b.enchmarks (to deal with short-term goals) and core benchmarks (con-
SIdered fundamental to the success of Oregon's twenty-year plan). The
Benchmarks focus on specific outcome goals at which all policies must
be directed. This directly impacts the budget process by requiring man-
agers to identify and apply the inputs required to achieve desired out-
puts and, therefore, promote the goals of one or more of the Bench-
marks. The success of the program at the state level has led many local
communities to begin similar systems throughout Oregon (Broom and
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McGuire 1996, 5-6).
Steps also have been taken to ensure that agencies and programs grow'

committed to promoting the goals of the Benchmarks. Those imple-
menting these programs realized that reform would "require agencies to
work across agency and program boundaries to achieve program out-
comes that, individually, they could only partially influence" (Hunt 1994.
8). This further helps create a culture devoted to meeting outputs and.
in particular, the Oregon Benchmarks. Because Oregon has recognized
that continual refinement must occur to improve the system, allowing
workers the discretion to change processes as they go has heightened
accountability and yielded better results (Hunt 1994, 7).

OBSTACLES TO PROGRESS

Successful implementation of performance-based budgeting would
have a profound impact not only on the way the budget process works
but also on the way the government as a whole operates. The ability to
know ahead of time what outputs a program will yield would better al-
low the president and Congress to set priorities in determining what pro-
grams should and should not be funded - all because they would now
be able to determine the benefits/or each dollar be/ore the first dollar is
spent.

Despite successful cases of performance-based budgeting at state and
local levels, federal implementation will not come easily. Our research
concludes that there are several potential obstacles to creating a com-
prehensive system of performance-based budgeting, namely: Difficul-
ties in creating measurements for outputs, political pressures, compara-
tive weaknesses of the federal system, and institutional obstacles to neu-
trality in evaluation.

Difficulties in Creating Measurements for Outputs
The most significant obstacle to the implementation of performance-

based budgeting at the federal level is the difficulty of accurately mea-
suring the outputs of government programs and agencies. There are four
major factors contributing to the difficulty of creating performance mea-
surements:

• Common goals are difficult to develop.

• Outputs are more difficult to measure than inputs.

• A tight link between budget and performance induces managers to overstate
program successes and understate program failures.

• The federal government is more complex than lower levels of government.

I) Many federal programs have multiple, and sometimes conflicting,
goals and missions. For example, NASA's space station has both scien-
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tif~c and military purposes. As a result, some place greater value on the
SCientific aspects of the mission, while others consider the defense ben-
efits more important (Joyce 1993, 3-4). This creates a situation where
~ranches within organizations have different goals for programs. There-
fore, ideas of what output measures should be are often ambiguous within
organizations. Performance-based budgets, however, must be based on
specific measures of outputs. Thus, a fundamental confusion over a
program's purpose creates a potential impasse to developing standards
of measurement for performance-based budgeting.

In addition, Philip Joyce of the Congressional Budget Office argues
t~at performance indicators are difficult to develop because of the poli-
tics of the budget process. He states, "Getting good performance mea-
SUres is easy until you use them for something important... Everything
We know about budgetary politics tells us that [agencies I will develop
sel~-serving measures" (Joyce 1995). This highlights the difficulties
Which would arise when subjective judgments enter into the measure-
ment process - a likely scenario if risk-averse program managers are
asked to aid in creating measurement standards for the government.

2) Focusing on outputs rather than inputs creates another difficulty in
establishing common units of measurement. For example, a Head Start
program may be designed with the intended outcome being to produce
be~ter citizens. With such a program, it is easier to measure how many
~hlldren are enroJIed in the program (inputs) than the degree to which an
Increase in standardized test scores (outputs) is due to the program and
not exogenous factors. Due to an array of factors which may influence
~ s,~Udent's development, many argue that program evaluation on the
aSIS,of outputs may produce inaccurate or incomplete results. Based

o~ this rationale, some quality programs would have their funding ter-
mInated due to the inability of outputs to accurately measure a program's
effects. Thus, the chance of increasing error due to measuring outputs
may produce significant opposition to performance-based budgeting.

3) DraWing a direct link between a program's budget and intended
o.utP~ts may lead managers to report inaccurate results when deficien-
cres In their programs become quantifiable. As reported by General
~ccounting Office (GAO), "Agencies will have little incentive to report
accurately if they fear the results of measures will be budget reductions"
(Posner 1993, 12). While the GPRA allows program managers to state
Why their programs did not produce intended results, a risk-averse man-
;ger will be prone to not report potentially damaging results if criteria
Or program exemption is insufficiently defined. The GPRA pilot pro-
grams may produce such criteria in the future, yet the legislation cur-
rentl.y does not acknowledge specific situations where programs would
receIVe . .ContInued funding despite failure to meet output requirements
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within a set budget.
4) Finally, the complexity of the federal government creates uncer-

tainty as to whether performance-based budgeting can be properly imple-
mented at this level. In cities such as Sunnyvale, California, such a
system works well, yet cities are far less complex than the federal gov-
ernment. At a municipal level, outputs, and their direct impact on out-
comes, can be identified and measured more easily. At the federal level,
direct observation of the effects of a program by policymakers is diffi-
cult, since individual members of Congress tend to focus on the benefits
to their district rather than the welfare of the nation. On the other hand,
because municipal programs are designed to serve only local residents,
program goals become more focused, making it easier to determine nee-
essary outputs.

As a result, local governments are better equipped to develop perfor-
mance measurements suited to the needs of its citizens. Furthermore,
local leaders can better assess the quality of new programs that fall short
of their stated outputs. Having greater exposure to outputs also allows
local governments to determine prudent performance-based budgeting
criteria. Federal officials, on the other hand, make decisions based on
secondhand data - testimonies, statistics, and readings - and would
likely find it much more difficult to make sound decisions to determine
the outputs upon which a program's budget should be based.

Political Pressures
The receptivity of Congress to performance-based budgeting is an

important factor although the likelihood of this is marginal. Members
of Congress are, above all else, concerned with the impact any policy
has on the residents of their districts - the people that directly vote
them into office. Thus, if a specific federal policy, such as a cut in HUD
funding in their district, is proposed, that district's representative will
be inclined to take an active role in opposing the policy, controlling for
all other factors. As a result, specifically targeted cuts in spending are
often very difficult to pass because of the direct distributional impact on
members' constituents.

Furthermore, the current nature of the budget system credits Con-
gress for where federal dollars are spent, and elected officials often ma-
nipulate this perception for their benefit. Under performance-based bud-
geting, however, the credit for determining where and how federal dol-
lars are spent would be shifted to program managers. Many legislators
will be hesitant to endorse such reforms due to the diminished feasibil-
ity of gaining constituent support via federal spending in their districts
(Joyce 1995).

Thus, Congress would be very unlikely to give up its ability to
micro-manage the bureaucracy since the public choice theory is widely
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acCepted as the standard model for Congressional/bureaucratic relations.
This theory states that legislators, as directly ejected representati ves of
t~e people, are accountable for the activity of the bureaucracy. Any
dIs~retionary power yielded to bureaucratic managers, therefore, becomes
a hIndrance to Congressional authority. As a result, proponents contend
t~at program managers must be controlled and overseen as much as pos-
sIble (Aucoin 1990, 116).

Many program managers, however, subscribe to the public manage-
rneni theory, which argues that to produce goods and services efficiently
and effectively, bureaucrats must have freedom over their budgets as
Well as their actions (Aucoin 1990, 117- J 18). The public management
~heory lends itself to performance-based budgeting, as it endorses tak-
Ing a number of control mechanisms out of the hands of Congress and
al~Owing managers to act as they see fit in order to achieve predeter-
~Ined outputs. A Congress unwilling to allow more managerial discre-
~Ion will surely be an obstacle to building a performance-based budget-
Ing system in the federal government.

Comparative Weaknesses of the Federal System
b POlitical scientist James Q. Wilson has compared the differentiation
. etween parliamentary and federal structures by contrasting a prize box-
Ing match to a barroom brawl. He contends that policymaking in parlia-
mentary systems is like a box ins match - two contenders square off ina . b

~Ing for a prescribed number of rounds. One person is declared the
WInner and reigns when the fight ends. Policymaking in a federal sys-
tem is more like a barroom brawl - "anybody can join in, the combat-
ants fight all comers and sometimes change sides, no referee is in charge,
and the fight lasts ... indefinitely" (Wilson 1989, 300-30 J). Based on
this. analogy, countries such as the United Kingdom and Australia find it
~~~er to pass legislation sinc.e the party i~ power co.ntr~ls policy .. Tn the

It~d States, however, the implementation of policy IS susceptible to
ContInual opposition by forces within the "iron triangle" - Congress,
special interests, and the bureaucracy - along with the Executive Branch
(Rosen 1995, 139).

, Assuming the president supports performance-based budgeting, pas-
sa~~ of further legislation will still prove relatively difficult. In "Ad-
~I~Istrative Reform in Public Management," Peter Aucoin (1990) ex-
a~I~es the effectiveness of prime ministers in Britain and Australia in
~~nI~g greater p~wer to implen:ent r~fo~m: One s.u~cessful method in-
. des strengthenIng the authonty of individual mmisters by empower-
~~g them as quasi-chief executive officers of their departments or minis-
nes To n 1" hese mi . h ...' eutra rze potential threats from t ese rmrusters, owever, pnme
mI~ls~ers are capable of eliminating those positions altogether without
SUffenng severe political ramifications (Aucoin 1990, 120). The federal
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system does not afford the president the same authority to expand or
contract power over cabinet members, departments, or agencies. Con-
sequently, presidents who support performance-based budgeting or other
major policy shifts in the budget-making process have less power to
overcome resistance from legislators, special interests, and bureaucrats
- the iron triangle.

Institutional Obstacles to Neutrality in Evaluation
The GPRA recognizes that producing reliable information from agen-

cies will require the attention of Congress, Office of Management and
Budget (OMB), and GAO (US Senate 1993, 3). The power to regulate
the evaluation of program outputs is essential in determining program
costs and achieving stated goals. It will, however, be difficult to create
neutral oversight mechanisms to ensure that programs are evaluated eq-
uitably. History reveals that groups designated as neutral evaluators at
the federal level often transform into policy advocates. For example,
the National Security Council (NSC) was created with the passage of
the National Security Act of 1947 to "advise the president with respect
to the integration [of] domestic, foreign, and military policies relating
to the national security" (Wilson 1989, 272). Under the Kennedy and
Johnson Administrations, the role of the NSC metamorphized into a
source of new policy rather than an evaluator of existing policy. Thus,
the NSC's role grew to incorporate defining presidential strategy on for-
eign and military affairs rather than retain its intended responsibility of
reviewing policy proposals. The present role of the NSC is that of an
operating agency with the power to both make and implement policy
(Wilson 1989, 272-273). This clearly highlights the historical vulner-
ability of our political institutions to lose their neutrality in policy evalu-
ation.

Congress has never assumed the role of neutral observer, instead pass-
ing analytical responsibility to OMB and GAO. Yet, OMB and GAO
risk losing their ability to be neutral program evaluators due to their
size, financial backing, and exposure to interest group pressures (Joyce
1995). History also reveals that the few groups which have effectively
maintained their status as neutral evaluators have done so under circum-
stances different from both OMB and GAO. Wilson cites the effective-
ness of the Office of War Mobilization (OWM), designed to serve as a
small adjudicatory board during the Franklin D. Roosevelt Administra-
tion. The responsibility of the OWM was to redefine the tasks of agen-
cies in accordance with the war mobilization plan. While the OWM
served as a decisionmaking body, it operated no programs, had a "mi-
nuscule" budget. operated with a staff of ten people (five of whom were
clerks), did not allow presidential involvement, and refused to publicly
release policy plans. Essentially, the OWM was able to remain an arbi-
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trator, resolving disputes between agencies, because of its limited size,
meager budget, and shelter from outside influence (Wilson 1989, 271).
None of these qualities are characteristic of OMB or GAO. Thus, at-
tempting to bestow the status of "neutral evaluator" on these agencies
places the effectiveness of performance-based budgeting at risk.

POLICY IMPLICATIONS

b Cle~rly, these obstacles must be addressed before performance-based
~dgetIng can be successfully implemented at the federal level. The

dIffi.culty of developing accurate and uniform output measures add to
the Institutional obstacles to performance-based budgeting at the fed-
era] level. The penchant of Congress towards the public choice theory
mUst,be replaced by a sentiment to adopt the public management theory,
and frameworks must be developed which enable evaluatory agencies to
conduct neutral policy analysis rather than political advocacy work.

Therefore, we propose the following five-point plan to implement
performance-based budgeting at the federal level:

I. Provide continual evaluation and adaptation of performance-based
bUdgeting reforms, specifically within the GPRA pilot programs.

States and municipalities teach us that no policy which implements
perf~rmance-based budgeting ever succeeds in its first attempt. Reform
10 thIS area is only successful if it is continually evaluated and adapted
to meet the changing needs of society. According to lohn Kaminski,
Deputy Director of the National Performance Review, "An important
l~sson about performance measures is that you never get them right the
fIrst time - so don't put them into law" (Kaminski 1995). Thus, the
f~deral government must ensure that the GPRA pilot programs and agen-
cies operating with performance-based budgets in the future are closely
and constantly monitored to measure successes and failures, and to de-
termine where changes must be made to foster success.

II. Est~blish a small, non-policymaking board to conduct annual
~1~luahons of agencies operating with performance-based budgets.

IS board will submit annual recommendations to the Congress.
li .As the "Obstacles to Progress" section of this article describes, po-
ttica] pressures have the potential to hinder the success of innovative
pUblic sector reforms. The section also discussed the difficulty of creat-
l~g neutral evaluators for government programs. Therefore, we propose
t e establishment of a small, non-policymaking, non-partisan board to
~valuate the performance of agencies. The board should have a limited
hUdget and little exposure to either the White House or Congress other
t an_preparing annual reports for their use. These reports will allow the
preSIdent and Congress to evaluate the impact of performance-based
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budgeting with standardized, unbiased data.

III. Establish a larger commission consisting of citizens from both
the public and private sectors to recommend long-term national goals
and ways to implement performance-based budgeting at the federal
level.

We propose the establishment of a larger commission. This commis-
sion would include: civil servants, Congressional staffers, representa-
tives from cities and states operating successful performance-based bud-
gets, and members of the pri vate sector to promote the development of
long-term national goals and the implementation of performance-based
budgeting. The successes of the Oregon Benchmarks and other state
and local performance-based budgeting programs highlight the impor-
tance of creating a long-term, comprehensive set of goals and priorities
for an entire jurisdiction. We believe that the creation of an analogous
set of federal-level goals would yield significant benefits. It would help
legislators, program managers, and citizens alike in determining which
policies and programs effectively promote our national development.

In addition, the commission would promote the development of out-
put measures designed to assist legislators in allocating funds in a
performance-based budgeting system. The "Obstacles to Progress" sec-
tion of this article details the difficulties involved in creating reliable
output measures. A commission of this nature could help to overcome
such an obstacle by building consensus for appropriate performance
measures through input to all corners of American society.

IV. Design specific criteria for agency exemptions from performance-
based budgeting.

We realize that certain agencies may be less adaptive to performance-
based budgeting than other systems of budgetary allocation. Prior to the
enactment of future performance-based budgeting legislation, this issue
must be carefully examined and tested. The GPRA pilot programs pro-
vide an ideal venue for such experimentation. Based on the GPRA's
results, future legislation could then specify exempted agencies and pro-
vide an alternative budgetary system that still emphasizes the impor-
tance of program performance. As a blanket policy for all federal pro-
grams, performance-based budgeting could cause more harm than good.
Addressing this in future legislation must occur if legislators are to build
on the strengths of the GPRA and other performance-based budgeting
initiatives.

V. Reduce incentives for program managers to skew data that could
lead to program termination by offering guidelines for short-term
exemption status from performance-based budgeting.

In order for performance-based budgeting to have positive effects on
program efficiency and performance, program managers must support
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t~e idea of performance-based budgeting. However, managers will have
lIttle incentive to cooperate in a performance-based budgeting system if
n.ewcriteria for program performance highlight inefficiencies. One pos-
SIble solution to gain managerial support is the establishment of a grand-
~t?er clause exempting current managers for a grace period of two years.
hIS would allow both current and future managers to prepare their pro-

grams for this evaluatory change. Failure to recognize this concern will
fur~her prevent successful implementation of performance-based bud-
getIng at the federal level.

A FINAL WORD

This article serves as a base upon which policymakers can address
~oncerns with the budget process in what many consider to be a broken
ystem. Performance-based budgeting has the potential to enhance the
rerformance of government programs. Institutionalization of such re-
aorm :vould restructure the federal budget process and aid feder~l ma~-
?ers In conducting successful performance management. If pubhc poh-

Cles are to promote improved outcomes, it is time for this country to
welcome such an innovation.

Notes

I. Before delving into a detailed discussion of performance-based budgeting. five
tYpes of' di . . ..J . In icators must be defined: input, output, outcome, impact. and significance.
nput indicators are the quality and quantity of the resources required to produce goods
and services, while output indicators refer to the quantity and quality of actual goods
and services created. Outcome indicators are the quantity and quality of the results of
these outputs. Impact indicators measure the impact of outcomes on the goals of a
program Sig if . di . I' f h. ru rcance In icators measure the larger secreta Impact 0 t ese programs
(Britan 1991).
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AFFIRMATIVE ACTION
Liberalism, Libertarianism, and Related Concerns
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Abstract

The current debate over traditional affirmative action policies revolves around two often incompatible social
welfare goals: preserving individual rights and awarding group entitlements. Justifications for such policies
~e grounded in classical Liberal tenets expounded by political philosophers such as Isaiah Berlin, ~ohn
e:WIS, and Ronald Dworkin. Libertarian arguments against affirmative action policies often hlghllgh~ differ-
, ces between Liberal dogma and practical application. In this article, the author uses the works of Libertar-
Ians Fnedrich Hayek and Robert Nozick to advocate a class-based approach to affirmative action.

Traditional affirmative action policies in the Unit~d Sta~es today
present a clash of values between two exclusive viewpoints. The
first holds that ethnic minorities and women deserve or are enti-

tled to preferential treatment in employment or university admissions to
re?ress historical injustices in these areas. The second contends that,
":lthi~ the modern framework of equality before the law, acquiring posi-
hons In society must be tied to individual merit. Entitlement versusm . . .
ern IS thus the key contention between these two VIews.
.The most plausible justification for affirmative action is found in the

pnnciples of Liberalism. On the other hand, Libertarianism offers the
best. argument against the Liberal view. If Libertarian objections to Lib-
eralIsm cannot be overcome, then support for affirmative action is on
sh~ky ground. If Liberal arguments prevail, then it is difficult to con-
ceIve of any other coherent challenge to affirmative action. The critical
ex~mination of affirmative action with these systems of thought as lens-
es IS presented below; the conclusions of this article offer a more com-
~rehensive, and complicated, answer to the question of affirmative ac-
hon.

THE LIBERAL DEFENSE

Liberalism presents a robust theory of redistribution of unequally held
resources, the belief that ethnic minorities qua minorities and women
~ua women possess an unfair share of the distribution. This necessarily
Justifies some form of affirmative action. This contention is supported
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by applying to the issue four important Liberal arguments: Isaiah Ber-
lin's concept of "negative freedom," John Rawls' "difference principle"
and his "principle of redress," and Ronald Dworkin's presentation of the
requirements of equality.

Berlin: Negative Freedom
Berlin describes negative freedom as "the area within which the sub-

ject - a person or group of persons - is or should be left to do or be
what he is able to do or be, without interference by other persons" (Ber-
lin 1969, 121-122). This principle of non-interference is a necessary
condition for liberty yet is not sufficiently realized by the mere absence
of coercion. For Berlin, an individual cannot be truly free if social or
economic conditions exist which themselves act as coercive agents. Even
if political freedom prevails in the society, an individual's actions can
be limited by poverty, discrimination, or physical or mental handicap.
As Berlin asks, "What is freedom to those who cannot make use of it?
Without adequate conditions for the use of freedom, what is the value of
freedom" (Berlin 1969, 124)? Further, Berlin recognizes that extreme
negative liberty has disastrous and wholly illiberal consequences. "Le-
gal liberties," he writes,

"are compatible with extremes of exploitation. brutality. and injustice. The case
for intervention, by the state or other effective agencies, to secure conditions
for both positive, and at least a minimum degree of negative liberty for individ-
uals, is overwhelmingly strong" (Berlin 1969, xlvi).

Thus, state intervention to redistribute social or economic resources is a
way to address non-political impediments to freedom.

Rawls: The Difference Principle
In Rawls' account, the "difference principle" is one of two basic prin-

ciples of justice as fairness reached by an "original agreement" among
persons who have no knowledge of themselves or their particular ends
in the real world. Rawls asserts that first, "persons in the original posi-
tion would choose a principle of equal liberty," and second, they would
"restrict economic and social inequalities to those in everyone's inter-
ests" (Rawls 1971, 30). Fundamental to Rawls' difference principle is
that:

"lw[hile the distribution of wealth and income need not be equal. it must be to
everyone's advantage, and at the same time, positions of authority and offices
of command must be accessible to all. One applies the second principle by
holding positions open. and then, subject to this constraint, arranges social and
economic inequalities so that everyone benefits" (Rawls 1971, 61).

While the difference principle justifies economic inequality when it ben-
efits the least advantaged, the requirement of "positions ... accessible to
all" is understood by Rawls to be "the liberal principle of fair equality
of opportunity" (Rawls 1971,83). Equality of opportunity, writes Rawls,
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"expresses the conviction that if some places were not open on a basis fair to
all, those kept out would be right in feeling unjustly treated even though they
benefited [sic] from the greater efforts of those who were allowed to hold them.
They would be justified in their complaint not only because they were excluded
from certain external rewards of office ... but because they were debarred from
experiencing the realization of self which comes from a skillful and devoted
exercise of social duties" (Rawls 1971,84).

If racism or sexism bars a group from certain "places" in society, then
Rawj ,' principle of justice as fairness demands that some mechanism
eXIst to include this group. Affirmative action can be justified within
the Rawlsian framework.

Rawls: Principle of Redress
. F.urther, Rawls presents a strong case for redistribution of resources
In .hISdescription of a "principle of redress." "This is the principle,"
Wntes Rawls,

"that undeserved inequalities call for redress; and since inequalities of birth and
natural endowment are undeserved, these inequalities are to be somehow com-
pensated for. Thus the principle holds that in order to treat all persons equally,
to provide genuine equality of opportunity, society must give more attention to
those with fewer native assets and to those born into the less favorable social
Positions" (Rawls 1971, 1(0).

:Vhil~ this principle does not explicitly call for affirmative action, its
adoPtIOn leads to the conclusion that as ethnic minorities and women
are assumed by the Liberal to have been born with "fewer native assets"
~r "into the less favorable social positions," their unequal share of re-
~Ources call for some redress. Affirmative action, by providing "genu-
me equality of opportunity," is a current means of redress.
Dworkin: Equal Concern

Finally, in Dworkin's comments on the contrasts between equality
~nd liberty, he defines one principle of equality as the requirement that
the government treat all those in its charge equally in the distribution
off,S?me resource of opportunity,. or at least work to secure the state of
a faIrs in hi h . h "(0 . W IC they are all equal or more nearly equal In t at respect

workIn 1984,61). As Kai Nielsen explains,
"Dworkin's liberal egalitarian principles of economic justice give abstract ex-
pression and a rationale for the liberal welfare state conception that we must
Use the state - indeed the capitalist state - to redress certain social imbalanc-
es along with a reliance on the market" (Nielsen 1985, 295).

If ethnic m: .. . d h 1· b heith monties and women are denie sue equa tty y t err status,
C ey ~re not receiving the equal concern a Liberal state owes its citizens.
threahng conditions to ensure equality of opportunity to acquire resources,
erefore, must be a goal of Dworkin's Liberal state.
These four principles constitute a reasonable Liberal defense of affir-
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mative action. By upholding them consistently, the Liberal must con-
clude that affirmative action satisfies the goals which these conditions
set forth for the Liberal state. The extension of these tenets to the adop-
tion of affirmative action policies rests on the assumption presented at
the outset of this section: the belief that ethnic minorities qua minorities
and women qua women possess an unfair share of the distribution of
society's resources. To question this assumption is to begin the Liber-
tarian critique of affirmative action, entitlement theory, and the entire
Liberal enterprise. During this critique, the Liberal must begin to re-
consider the application of the tenets argued above to affirmative ac-
tion.

LIBERTARIAN OBJECTIONS

The simplest Libertarian objection to affirmative action is that it is
state intervention in economic and social arrangements and therefore
must be rejected. A law which requires employers to give special con-
sideration to ethnic minorities, women, or any other distinguishable group
is a violation of the employer's right to hire any person for any reason.
Under this radical Libertarianism, the employer's or institution's rights
are being violated to promote some perceived greater good, and thus the
intervention is unjustified. The extreme Libertarian position is over-
come by critiquing a broader application of this idea in a context beyond
affirmative action. For in a society whose government's only role is to
hold a monopoly on force to protect against violence (the ultraminimal
state), the potential for socioeconomic conditions to deteriorate into a
violent anarchy would be great enough that a rational state would never
allow itself such limited control in the first place. Thus, a perfectly
Libertarian state is barely removed from anarchy. Since most rational
thinkers agree that some form of state organization is necessary and jus-
tified to secure some minimum conception of individual rights, a prop-
erly functioning Libertarian state must be allowed interventions beyond
responding to violence. The arguments of Friedrich Hayek and Robert
Nozick, grounded in notions of individual rights, offer some practical
ideas with which to test some Libertarian objections to affirmative ac-
tion.

Hayek
Friedrich Hayek's arguments about equality before the law, distribu-

tive justice, and the primacy of laissez-faire economic arrangements of-
fer a strong Libertarian critique of affirmative action. It can be argued,
however, that the misinterpretation of coercion and the historical disad-
vantages suffered by ethnic minorities and women undermine the first
two objections and allow a space to be carved out in these Libertarian
ideas for affirmative action of a sort to exist. Yet, the third Libertarian
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POsition, Hayek's rigid interpretation of free-market economics, leaves
absolutely no such space for affirmative action. This problem will be
addressed in the concluding section of this article.
Hayek on Liberty

Hayek holds that liberty means that no one should receive special
treatment; liberty is equality before the law. Hayek readily accepts that
material inequality is a necessary result of applying this principle to
people in unequal positions, but he argues that "the desire of making
people more alike in their condition cannot be accepted in a free society
~s a justification for further and discriminatory coercion" (Hayek 1984,
2). As Hayek writes,

"Equality of the general rules of law and conduct, however, is the only kind of
equality conducive to liberty and the only equality which we can secure without
destroying liberty. Not only has liberty nothing to do with any other sort of
equality. but it is even bound to produce inequality in many respects" (Hayek
1984,80).

~~ placing liberty atop "any other sort of equality" in a hierarchy of
polItIcal values, Hayek automatically rules out preferential treatment
programs. By this standard, the fact that special treatment is being of-
fered at all is justification enough to reject affirmative action. Whether
Or not preferences for ethnic minorities or women are brought about by
c?ercive action against non-minorities or men is irrelevant. But coer-
CIOnis indeed relevant to Hayek's entire argument. Liberty prevails in
the absence of coercion. As Hayek himself states, "if we wish to pre-
serve a free society, it is essential that we recognize that the desirability
?~sa.~arti.cular object [a more even or just distribution] is not s.ufficient
J. tI~ICatIOnfor the use of coercion" (Hayek 1984, 82). Including coer-
CIon In the debate allows affirmative action a space to exist in the Liber-
tarian framework despite Hayek's requirements for liberty. Quite sim-
ply, to reject affirmative action on liberty grounds, the Libertarian must
~~emonstra~e that t.his preferen~~ me~hanisIl_1' e~en if a~mi~i,stered by

state, IS coercive. How affirmative acuon IS coercive If properly
ad.ministered is unclear. To give preferential consideration to an ethnic
m~nor~ty who is as equally qualified for a particular position as a non-
mlOOflty is not coercive against the non-minority. This contention holds
eV,en t.hough affirmative action must always award the position to the
mlOOnty in this situation (race becomes the qualifying/disqualifying
charact . . . h ff enstIc). We might agree that coercion occurred against tea -
ect~d party (the non-minority) if this person convinces us that a "con-
ceptIOn of rights holds that your beingforced to contribute to another's
:elfare violates your rights" (Nozick 1984, ]03) and that this idea some-
. ow describes the failure to acquire the position. Yet, there was no force
InVolved in this situation; race was just the assured tie-breaker. The
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same non-minority might compete for the next position against a shorter
but equally qualified non-minority and lose if height (shorter preferred)
is used as a tie-breaker. Thus, while to the loser the disqualifying condi-
tion of race may seem irrelevant, arbitrary, or even unjust, it cannot be
considered coercive.

A further objection is that affirmative action policies coerce employ-
ers to make certain hiring decisions which they might not otherwise make.
However, since affirmative action seeks redress of racist and sexist hir-
ing decisions and not necessarily economic ones, the Libertarian cannot
exactly say that the policy is forcing the employer to make an economic
decision against his or her will. Affirmative action might force the em-
ployer to not make a racist decision, but this does not contribute to the
statism which the Libertarian seeks to keep out of the marketplace. Thus.
it does not appear that affirmative action is inconsistent with Libertarian
requirements for liberty.

Hayek on Envy
If affirmative action represents a claim by ethnic minorities or wom-

en on a share of society's resources, Hayek's concern is that once one
group successfully makes such a claim, subsequent groups or persons
will pursue similar redistributive claims. "The principle of distributive
justice," writes Hayek,

"would not be fulfilled until the whole of society was organized in accordance
with it. This would produce a kind of society which in all essential respects
would be the opposite of a free society - a society in which authority decided
what the individual was to do and how he was to do it" (Hayek 1984, 94).

Hayek believes that these claims are borne largely from "envy," which
is the discontent some feel for the success of others. "The modern ten-
dency to gratify this passion," Hayek states, "and to disguise it in the
respectable garment of social justice is developing into a serious threat
to freedom" (Hayek 1984, 87). Thus, envy precedes claims for a redis-
tribution of resources. Therefore, it appears that from a Libertarian per-
spective, envy is at the heart of the demand for affirmative action.

A closer examination of envy diminishes Hayek's concern about gen-
erating too many claims for redistribution. The key question here is:
"For what reason are people envious?" Even Rawls admits that envy
"poses a problem" in that "the fact that the inequalities sanctioned by
the difference principle may be so great as to arouse envy to a socially
dangerous extent" (Rawls 1971, 531). It is possible to distinguish be-
tween envy caused by greed and envy as the expression of desiring al1
object which might have been possessed in the absence of certain eco-
nomic or social obstacles. Rawls offers a definition of envy which con-
forms more closely to the former conception as "the propensity to view
with hostility the greater good of others even though their being more
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fortunate than we are does not detract from our advantages" (Rawls 1971,
532). This result is one which Liberals and Libertarians alike are right
to reject. Yet, what if the order of thinzs results in a distribution of

b

goods which evokes a different sort of envy - not based on a desire to
have nicer things but on a wish to have things at all? A terribly disad-
va~taged group might have a justifiable sort of envy which expresses
theIr belief that their deprivation is the result of artificial social or eco-
nomic impediments. Rawls calls this "excusable general envy" and ar-
gues that the principles of justice are unl ikely to lead to this result "to a
troublesome extent." As he writes,

"it would seem that a well-ordered society as much as any other offers con-
structive alternatives to hostile outbreaks of envy. The problem of general envy
anyway does not force us to reconsider the choice of the principles of justice.
As for particular envy. to a certain extent it is endemic to human life ... But there
seems to be no reason why the hazards of particular envy should be worse in a
society regulated by justice as fairness than by any other conception" (Rawls
1971,537).

~hus, the Libertarian objection, according to Rawls, is mitigated by a
reahstic determination of the origin of envy. Affirmative action, then,
can be considered responsive to a sort of envy which stems from justifi-
a?le causes - the history of abuse and discrimination suffered by eth-
nIC rni " kmontles and women. Since these disadvantaged groups can rna e
a reasonable claim to the cause of their current inequality, even the Lib-
ertarian should conclude that their claims are not the result of envy against
which Hayek strongly warned.

Hayek on Economic Freedom
Hayek's views on individual economic freedom in a free-market econ-

?my rule out affirmative action programs from the outset. This position
~sperhaps the most difficult for the Liberal to overcome, as it automat-
l~ally presumes against redistributive policies such as affirmative ac-
tIon. Unlike the previous two objections, there is no possible reinter-
pr~tation of the laissez-faire principle which would allow space for the
e:lstence of affirmative action. Hayek's laisser-faire beliefs hold that
testate's role in the market should be limited to offering a social safety
~et .for retirement, disability, stabilization of wild fluctuations in the
f USIness cycle, and even to "providing generally good living standards
Or the majority of the population" (Glassman 1989, 109). Yet, as Hayek
Warns,

"[tlhat hodgepodge of ill-assembled and often inconsistent ideals which under
t,he name of the WeU'are State has largely replaced socialism as the goal of re-
formers needs very careful sorting out if its results are not to be very similar to
those of full-fledged socialism,," A full understanding of the process through
Which certain kinds of measures can destroy the basis of an economy based on
the market and gradually smother the creative power of a free civilization seems
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now of the greatest importance" (Glassman 1989, 110).

The state's role in society is thus reduced to redressing extreme prob-
lems associated with the market. This rather absolute position cannot
be overturned by Liberal appeals to protecting the least advantaged -
Hayek would expect them to help themselves or form private institu-
tions to improve their lot.

Nozick
Nozick's argument on just societal arrangements resembles the ex~

treme view of Libertarianism presented at the beginning of this section
more closely than does Hayek's. These arguments represent a stronger
case against government intervention such as affirmative action. The
"minimal state" is the main element of Nozick's view which undermines
affirmative action. Yet, Nozick's own theory of "justice in acquisition"
and the consequent "rectification of injustice in holdings" principle of-
fers room for consideration of affirmative action in the Nozickian state.

Nozick and the Minimal State
"The minimal state is the most extensive state which can be justi-

fied," writes Nozick who adds that "[a]ny state more extensive violates
people's rights" (Nozick 1984, 106). Distributive justice has no place in
this construct, as the state's role is limited to providing order and pro~
tection for all its citizens. While it may accomplish these goals through
intervention, state activity in this respect should be carefully limited
against actions which interfere with individuals' economic and social
freedom as participants in the market. "No state," as Nielsen presents
the issue,

"on such a conception, has the right or the legitimate authority to restrict the
liberty of some of its citizens or impose burdens on their income or wealth to
relieve even a very considerable suffering or deprivation of need of others of its
citizens" (Nielsen 1985, 195).

SO, even if this suffering includes the disadvantages endured by ethnic
minorities and women, it seems that the Nozickian state would consider
interventions on their behalf as unjust if the action requires redistribu-
tion of another's property against that person's wi II. In real terms, the
owner of a factory should not be forced by state imposed quotas or pref-
erences to hire ethnic minorities or women if he or she would wish to
expend his or her resources in some other way - by hiring only white
people or men or nobody at all.

Nozick would respond to a suggestion that this represents racism or
sexism by probing deeper than the particular beliefs of the factory own-
er to remind us that whatever lack of virtue the owner may have, that
person is still entitled to dispose of his or her resources as seems appro
priate without regard to anyone else's "rights." Nozick clearly states
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that:

"[t]he major objection to speaking of everyone's having a right to various things
su.ch as equality ofopportunity [emphasis added], life, and so on, and enforcing
this right, is that these 'rights' require a substructure of things and materials
and actions; and other people may have rights and entitlements over these. No
one has a right to something whose realization requires certain uses of things
and activities that other people have rights and entitlements over" (Nielsen 1985,
206).

Thus, Nozick grants people the right to be racist or sexist without state
Interference, provided of course that these views do not express them-
selves violently.

Nozic« and Justice in Holdings
Nielsen calls the previous position a "morally irresponsible rhetori-

cal exaggeration" (Nielsen 1985,214) which supports a society in which
t~e wealth of the richest in society, if acquired justly, cannot be redis-
tnbu~ed to benefit even the neediest among us. Here, the condition "if
acqUired justly," is crucial to Nozick 's entire theory of what constitutes
on' .

e s nghtful holdings which the state may not for any reason transfer
away. If we can explore the notion of just acquisitions, then perhaps we
can r .e Immate the exaggeration.

To this end, we use Nozick's own entitlement theory, which includes:
t?~ principles of "justice in holdings," "justice in transfer," and the "rcc-
tIftcation of injustice in holdings." According to Nozick, "It [he com-
~lete. p~inciple of distributive justice would say simply that a distribu-
~~n ~sJust if everyone is entitled to the holdings they possess under the
Ist.nbution" (Nozick 1984, 1(7). If such a situation exists, then there is

no Justification for government intervention to redistribute justly held
resources, no matter how worthy the social goal. However, the third
bur! of Nozick's entitlement theory leaves the door open for a redistri-
Uh~,~al policy along the lines of affirmative action. The principle of

~echhcation of injustice in holdings recognizes that a current set of hold-
~~~s ~ay be unjust if it was acquired by unjust means, or if in some
hIstoncal circumstance modern day holdings which appear legitimately
eld. Were originally acquired unjustly. Subject to some historical in-

vestigation surrounding the acquisition of holdings,
"[tJ~e principle of rectification presumably will make use of its best estimate of
~ubJunctive information about what would have occurred ... if the injustice I the
Illegitimate holding] had not taken place. If the actual description of holdings
turns out to not be one of the descriptions yielded by the principle, then one of
the descriptions yielded must be realized" (Nozick 1984, 1(9).

f Thi.s principle alone justifies redistributive practices in pursuit of af-
clrtn~tIve action goals given certain investigative conclusions. For if a
ertalO class of people are the beneficiaries of a history of racial and
sexual discrimination against other classes of people, it might be plausi-



74 THE GEORGETOWN PUBLIC POLICY REVIEW 1:1,1995

bly argued that the position and holdings of the former were historically
acquired unjustly from the latter and are presently held unjustly. This is
one of the main contentions which proponents of affirmative action or
fer. The history of slavery and misogyny are demonstrations of histori-
cally unjust acquisitions by the privileged few in past societies. Had
these conditions never existed, it is argued that the position of ethnic
minorities and women would be very different today. Thus, to conform
with Nozick's full entitlement theory, we are bound to ask questions
which relate the current condition of potential affirmative action candi-
dates to relevant historical circumstances. In this sense, the Libertarian
state, as crafted by Nozick, leaves room for affirmative action.

Conclusions on the Libertarian View
The opposition to affirmative action which Libertarians might de-

duce from Hayek and Nozick has been shown, with one exception, to
rely on too general an application of their principles to the issue of re-
distribution. Hayek's conceptions of liberty and envy, and Nozick's
minimal state and entitlement theory do not preclude affirmative action
in particular. What is critical is that both theories are rights-based theo-
ries of justice, although not necessarily egalitarian, so that in each, no
matter how limited the role of the state, there exists space for the redress
of social or economic injustices. Yet, both theories of the state find no
justification for a program of automatic entitlements to minorities or
women based on their characteristics alone. There would have to be
some demonstration that their rights had been or are continuing to be
violated in some manner. Blind racial or gender quotas are simply not
permitted in the Libertarian view, as any group contains within its mem-
bers individuals or subgroups who do not exhibit the general circum-
stances of the group. Thus, although Libertarian objections are mostly
accounted for, the Liberal defense of affirmative action already present-
ed must test its own approach to the issue.

LIBERALISM'S DILEMMA

The challenge presented by the Libertarian view requires the Liberal
to reevaluate the application of original principles to affirmative action
In doing so, a contrast between traditional affirmative action and a class-
based approach appears. The latter form of preferences seeks to redress
unequal distribution of resources by focusing on what may be a more
urgent need - lifting people out of poverty without regard to their race
or gender. A more thorough application of Liberal principles require'
that this contrast be explored.
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Rawls and Affirmative Action Revisited
The reassessment of traditional affirmative action begins with the as-

sertion that the ends of Liberal justice are best achieved with class-based
preferences. This idea is demonstrated with a return to the Rawlsian
fra~~work of distributive justice. A rethinking of both the "Original
POSItIon" and the difference principle offer two arguments in support of
class-based affirmative action.

The Original Position

!he acceptability to a Rawlsian Liberal of class-based affirmative
~CtIon can be tested by asking if it would be chosen in the Original Posi-
tion OVertraditional affirmative action. It is likely that this new approach
wO~ld be selected because persons in the Original Position would place
a ~Igher priority on ensuring protection against being poor than against
?emg an ethnic minority. Operating behind a "Veil of Ignorance," know-
In~ only a few general facts about the arrangements of human society
WIt?out knowing their own characteristics, the constructors of the ideal
SOCIetywould know that not all minorities are poor, but rather, that all
poo.r people are poor. Thus, the worst outcome for any person in the
SOCIetyis not to be an ethnic minority but to be poor. For example, to be
black and poor is not necessarily worse than to be non-black and poor.
If race-based affirmative action is chosen as the risk-minimizing proce-
dure in the society, one then risks being white and poor and thus unable
to benefit from the affirmative action program. When the choosers in
the Original Position are considering minimizing the risk of poverty,
~herefore, they will regard race as an irrelevant characteristic in select-
Ing an insurance mechanism against that risk. They will simply choose
the. mOst direct course of redress for potential poverty, which is prefer-
entIal treatment based on one's socioeconomic class.

Who are the Least Advantaged?
In the just society, social and economic inequalities are to be distrib-

~ed so that they reasonably benefit the least advantaged members. Fur-
t er, SOcial and economic positions which enjoy disproportionately high
W~alth and privilege must be open to all members of society, not just an
elIte few. Thus, in the just society all persons have an equal opportunity
to acquire a fair share of society's distributions. However, by granting
~referential treatment to all members of a ethnic minority group, tradi-
tIon~1affirmative action thwarts this goal of fairness in at least two ways.
I FIrst, the least advantaged group in our society is composed of peo-r e of all races. An individual's race does not always correspond with a

.~ck of economic or social resources. We cannot say that ethnic minor-
Ities are always the least advantaged any more than we can say that all
non-minorities are always the most advantaged. While distribution of
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income (assuming that income is a good proxy measure for social posi-
tion) will show that a majority of the wealthiest individuals are indeed
white and a majority of the poorest individuals are non-white, the great
middle ground of this distribution has representatives of all races. Since
being born white or being born black, for example, does not automati-
cally determine an individual's particular economic class, racial catego-
ries are by themselves insufficient determinants of an individual's share
of resources. While race certainly correlates with a person's socioeco-
nomic class, it does not precede socioeconomic class in any determinate
manner. Thus, it would be unfair to reward an individual from the tar-
geted group who was already well-off with a set-aside or preferential
treatment when a member of another non-targeted group is economical-
ly worse off. Traditional affirmative action is thus unfair because it
does not correctly identify the proper object to which fair equality of
opportunity should be extended.

An objection to this point which supports race-based affirmative ac-
tion is that, for example, to be poor and Hispanic in this country is worse
than to be poor and white. This combination of poverty and race is a
double strike against a person's chances of enjoying a fairer share of the
distribution. This objection wrongly assumes that poor minority per-
sons are never able to improve their economic position and that poor
whites are always able to improve their position because they share one
trait in common with many wealthy members of society - race. Thus,
this objection also places race before class and assumes some natural
solidarity among persons who are in different socioeconomic positions
but are of the same race. The validity of this assumption is further evi-
dence that preferences should be extended to persons who are least ad-
vantaged in an economic sense.

Reverse Discrimination
The second way in which traditional affirmative action policies vio-

late the Liberal conception of fairness is that they are plausibly discrim-
inatory against whites in general and white men in particular. The effect
of reverse discrimination is often viewed as being that less qualified
minorities (and less qualified women) may get jobs or positions which
should have been filled by more qualified or needy non-minorities (or
men). For example, is the child of a well-to-do black doctor more de-
serving of preferential consideration in college admissions than the child
of a poor, white coal miner? To answer 'yes' is to be charged with re-
verse discrimination; to answer 'no' risks the charge of the original dis-
crimination. While an individual member of a discriminated-against
group may be less qualified or have less need for a position than a meI11'
ber of a non-discriminated-against group, the mere fact that the perso''
belongs to the former group indicates that it is quite possible that he/she
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has. ~een discriminated against in some other way and thus remains a
legItImate object of redistribution. Furthermore, membership in a group
:Vh~c~ has historically been the object of discrimination may entitle an
IndIVIdual to a form of redistribution.

Thus, the Liberal is left with a dilemma: the most fair consideration
of th.e least advantaged must first include those in the lowest socioeco-
nomIc positions, but included in this group arc persons who are them-
selves members of the traditionally most privileged group - white males.
However, it has already been contended that membership in the privi-
leged group by virtue of sharing skin color does not necessarily mean
th~ advantages of the well-off ever go to benefit their less fortunate rel-
at I~es. Just because a poor man and a wealthy man both happen to be
white does not mean that the rich man feels any affinity or duty towards
the poor man. To assume such a coincidence of interests based on race
(or. even gender) alone is to wildly miscalculate people's commonality
of Interests.

CONCLUSION: CHOOSING CLASS-BASED AFFIRMATIVE
ACTION

By definition, class-based affirmative action directly benefits the least
a~v~ntaged in society. When ideally practiced, this policy does not make
dd~st~nctions of race, gender, creed, or anything else. The only possible

l S], .
InctIons a class-based program could make would be between those

who are disadvantaged and those who are more disadvantaged. This
demarcation (perhaps expressed as deciles of income) is left up to soci-
~ty: but ~h.e starting point, the lowest socioeconomic class, will be readi-
/ IdentIfIed and its inequitable share of resources must be addressed
irst. It is unclear whether a policy should move the very lowest socio-
economic group up to some intermediate level of distributional holdings
~~conly up ~ntil they are as well off as t~e next po?rest group an~ t~en

Us on this new lowest stratum. What IS certain IS that the qualifying
characteristic for receiving preferences is one's socioeconomic class.

That class-based affirmative action is preferred by the Liberal is to
agree that the problem of poverty is more serious than the problem of
past and current discrimination against women and minorities. The Lib-
~~%~~st, convince ~upp~rte~s of traditional affir~at.ive a~~~on (~uch as
ti uusr, and certain mmonty groups) that realigning affirmative ac-
Ion along class-based lines is not undermining their struggles for equal
oPPOrtunity. Rather, it is a clear demonstration of the Liberal commit-
ment to redistributing resources to those whose needs underlie their race
Or gender. Liberal opponents of this realignment should note that by all
~~counts the majority of the least advantaged will be women and minor-
les anyway, so class-based affirmative action will continue to benefit
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these groups in proportion to their disadvantage. Yet, support of class-
based affirmative action also signals a recognition that poverty is really
the most fundamental problem of all.

Notes

I. Nielsen (1985) offers radical egalitarianism as an account of justice. His posi-
tion that there is no "intractable" conflict between liberty and equality stands apart
from desert-based claims, entitlement theories, and the Liberal egalitarianism described
by Rawls and Dworkin.
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THE UNITED STATES-GULF
COOPERATION COUNCIL DIALOGUE
Measuring the Propriety of Activist Trade Policy in the
Persian Gulf
Marya Zamindar
Ministry of Lebourt-ua«. . .a our, HelSinkI, Finland

Abstract

Since the 1970s b" d . t d I' t bund . ' a com matron of economic and political forces have cause American ra e po ICY 0 e
198~r continUous revision. In particular, the Reagan Administration's laissez-faire policies toward 1970s and
of 19~~ade deficit qrowth motiv~ted Congress to pass activist trade legislatio~ culminating .in the Trade Act
poli . Congressional legislation now mandates the Executive branch to JUStify the existence of trade
pre C.I~Sthat do not retaliate against unfair trade partners. Although such legislation does not force the
Theslc~~: to Use ~c.tivist trade policy, it gives considerable autonomy to a President who is alrea.dy acti~ist.
ideo I o~ Administration has been the first to embrace trade policy activism, and by combining activist
ed a ogy with the autonomy granted by Congress, implementation of active policies have in the 1990s creat-

new wave of concern over active, rather than inactive, trade policy.

~h~~ebate ~ver trade policy lacks analysis of both active and laissez-faire policies. This article contributes
USing a~~IYSISof activist trade policy so that policymakers can begin to choose intelligently between policies
Counc~1J~ctlve criteria. instead of anecdotal evidence. Trade among the United State~ and Gulf ~oopera.ti?n
trade p i· CC) countnes provides an ideal case study for quantitative and qualitative analysis of activist
definiti 0 ICy because, firstly, the policy techniques used with regard to this region follow a strict "activist"
maker~n'FSecondIY, trade with the Persian Gulf has been deemed ''vital'' to the United States by US policy-
global t' Inally, the trade bloc nature of the GCC is especially relevant to policymakers now due to the
Gulf c;end to.ward bloc to bloc trade. As a result, this article isolates trade among the United States and
policy. ~p~atl.on Counc.il countries i~ order to p:ovid~ insight into one impo~ant. example of activist trade
trade POI~J dglng the efficacy of activist trade policy, this study attempts to begin piecing together the overall

ICy Puzzle.

The Unit~d States-Gulf Cooperation Council (GCC) Economic Di-
al_ogue IS the primary method through which Persian Gulf coun-

ci tnes and the United States implement their regional trade poli-
worl Due to the United States' economic and political position in the
O?rl d, along with Gulf military dependence on the United States, the

PIa ogue is an "activist" instrument used by American policymakers to
ersuade Gulf . A'P d governments to further open their markets to men can

drOl·bucts. The Dialogue is not protectionist, as protectionism infers the
e 1 erate re tri . . ksh f s ncnng of imports in order to preserve a certain mar et

doare. or d~mestic suppliers. The Dialogue does not restrict imports nor
In ~s It maIntain the objective of artificially preserving market share.
re~tea~, the Dialogue relies on political persuasion in order to achieve a
rn UctlOn in trade barriers, so that American firms can ultimately do
r o~ebUsiness abroad and improve America's trade balance with the GulfeglOn.
~
Her acade ~l~.dar received her Master's Degree from the Georgetown Graduate Public Policy Program in 1995.
opponun·t~1ic.lnterests center on political economy. Zamindar co-authored an article addressing US business
in Helsinlk~esFI.n the Middle East for Middle East Insight. Zamindar currently works for the Ministry of Lahour

I, Inland.
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Trade policy activists argue that activism is consistent with free mar-
ket ideology because its purpose is to force other nations to open their
markets to competition and market-determined outcomes. Laissez-faire
advocates disagree with the assertion that activist trade policy furthers
free market goals because activism and protectionism, they argue, both
use government intervention to create outcomes favorable to the initia-
tor's own side, regardless of concerns about economic efficiency. Both
sides strive to have their ideologies implemented through public policy by
arguing that their policies better achieve results for American interestS
while keeping overall economic competitiveness intact. It is the aspect
of the activist versus iaissez-faire debate which focuses on achieving
results for American interests that this article tackles by using the Per-
sian Gulf as a case study.

The division between activist and non-activist trade policies is not 8

simple either/or split. There are seven kinds of activist trade policies, of
which the US-GCC Economic Dialogue is only one. These seven kinds
of activist policies differ with regard to methods and immediate goals.
but share the ultimate goal of creating better business opportunities for
one's own firms. These seven activist classifications are as follows: (1)
negotiating open markets and lowering/removing trade barriers; (2) com-
bating foreign export subsidies; (3) financing and insuring US trade and
investment; (4) providing information/counseling/export assistance ser-
vices; (5) providing government-to-government advocacy of specific US
businesses; (6) funding feasibility studies on infrastructure projects; and
(7) developing markets for US goods and services through direct support
for marketing efforts. The US-GCC Economic Dialogue is characteris-
tic of the first type of activist policy which focuses on trade barrier re-
duction.

The Dialogue has been effective so far in reducing trade barriers by
establishing a working group concerning accession to the General Agree-
ment on Tariffs and Trade (GATT) for individual Gulf countries, by orga-
nizing GCC International Property Rights training seminars, by persuad-
ing some GCC countries to join the Universal Copyright Convention (Saudi
Arabia, Bahrain, and Kuwait), and by promoting a better understanding
of science and technology.

The Dialogue has been unsuccessful, however, in achieving other goals
related to trade barrier reduction, for example, in getting GCC countries
to fully implement intellectual property right protection or standards
unification. In addition, progress has yet to be made on loosening of
business visa requirements, submission to commercial dispute arbitra-
tion, cooperation on corporate tax policy formation, and reduction in
offset requirements for project contracts (US Department of State, 1994).
These issues are ones in which US representatives have stated as being
important to US trade goals, and at the same time, are still problemativ
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with regard to Gulf relations.
With seven types of trade activism, each uses different techniques;

~~e. use. economic techniques while others use political techniques.
f ithin this division, some kinds of trade activism focus on providing in-
ormation to facilitate trade activity, as opposed to others which focus
more on direct negotiation. The US-GCC Dialogue, by using political
Ine~hods and direct negotiation, only accounts for this specific kind of
~Chvism which is different from other kinds of policy activism. Results
rom this study, however, can be generalized to represent all cases of
t:ade-harrier-focused activism because methods employed by Ameri-
~~n .and Gulf trade representatives fit the classical definition of trade
arner reduction techniques. The economies of the Persian Gulf states

:pan a range of income levels so that the application of US activist pol-
ICy to these countries can be considered a relatively fair representation
~f SUchtechniques. Consequently, while this study has inherent implica-
~Ionsfor activist policy, positive or negative results here cannot automat-
Ically be tied to all types of activist policy. It is hoped that conclusive
results in either direction will spur further exploration of activist, as well
as laissez-faire, trade policies.

LITERATURE REVIEW

Literature providing detail about trade policy formation is rare. The
Inost revealing examination of activist trade policy is a Business Ameri-
Ca article which provides 1993, 1994, and estimated 1995 budgetary
tie.n?ing figures for federal trade promotion programs (Establishing a
.. nI~Ied Federal Budget for Trade Promotion 1994). The first official US
yUnIfied trade promotion budget" was presented in anticipation of Fiscal
, ear 1995, and includes an analysis of 1993, 1994, and projected 1995
~~e~ding figures. As an example, fourteen federal agencies spent $3.3
Sllhon in 1994 toward trade promotion activities. The Department of
tate takes the lead in efforts to lower international trade barriers, the

?pe of trade promotion activity used by the US-GCC Economic Dia-
og~e. The Department of Agriculture dominates Middle East trade pro-
~notlon programs, the regional grouping to which the Dialogue also be-
Ongs. The total amount of Middle East program funding for all agencies
was $6.3 million in 1994. The Middle East comprises the third lowest
geographic area of spending, ahead of only Africa and Central and East-
e.rnEurope (not including the post-Soviet states). Trade barrier reduc-
~lonsimilarly comprises the third-lowest type of trade promotion activity
In terms of spending ($132.0 million), ahead of only government-to-gov-
ernment advocacy ($26.9 million) and feasibility studies ($32.4 million).

Agencies have started developing performance measures for their
trade programs in compliance with requirements established under the
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Government Performance and Results Act (GPRA) of 1993 (Establish-
ing a Unified Federal Budget for Trade Promotion 1994). The GPRA
evaluates trade policy by activity type using three criteria: short-term
program outputs, medium-term outcomes, and final impacts on trade and
the overall economy. Outputs are targeted in short-term analysis be-
cause they are the most direct results of the activity provided by the
program in terms of the volume and quality of the trade services ren-
dered. Volume outputs include such measures as the number of suc-
cessful international agreements for lowering trade barriers implement-
ed as a result of the policy. Quality outputs include such items as the
accuracy, professionalism, and helpfulness of the program as measured
through surveys. Intermediate results refer to program outcomes. Ex'
amples include the percentage and type of clients who sign oversea'
contracts as a result of trade barriers having been negotiated downward.
Final impacts are defined to be the ultimate macroeconomic goals of 8
trade promotion program, measured in a quantitative sense by net addi:
tional exports and in a qualitative sense by net improvement in job qual'
ity. This article, by focusing on export creation, looks to long-term quarr
titative effects as a basis for judging the US-GCC Economic Dialogue.

Spending figures are helpful in showing the distribution of activit)
with regard to trade policy, but predictive measures are needed in order
to judge the effects of such policies. Developing accurate and unbiased
predictive measures of trade is not a simple process. There is a long
history of efforts to accurately and fully identify factors influencing trade
flows so that the relative influence of trade policy on trade flows can be
measured.

The gravity model used here is the product of several decades of
theoretically-based attempts to measure trade flows. Early efforts to
quantify trade flows centered on ways to prove or disprove various trade
theories. The models used in these early endeavors are not in them
selves appropriate tools for the measurement of bilateral trade flow'
because early models sought to prove particular theories by using only
those variables in statistical modelling which were relevant to the theo:
ries at hand. Early theoretical models include MacDougaII 's (1951, 1952)
application of Ricardian comparative labor costs, Leontief's (1954) ap-
plication of the Heckscer-Ohlin model of factor proportions, and PoS-
ner's (1961) test of technological innovation, all theoretically-based
explanations for changes in trade flows.

Tinbergen (1962) and Poyhonen (1963) independently developed the
first in a series of atheoretical econometric models of bilateral trade
flows (Deardorff 1984, 503). Due to the similarity between the origin~l
mathematical setup of this trade equation and the equation for the law of
gravity in physics, models using these explanatory variables to explain
trade came to be called "gravity models" (Deardorff 1984, 503). Grav
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~ty modelling is an attempt to include all significant variables explain-
Ing trade flows, whatever their source of inspiration, or lack thereof
(Deardorff 1984, 503). A gravity model most often includes explanato-
ry variables of exporter and importer income and population, and also,
geographical distance between commercial centers. These variables have
proven over time to be the most significant factors explaining trade flows
between countries, and thus serve as a base for the model used in thisstudy.

RESEARCH DESIGN

T T,:o models are used to quantify policy effectiveness in this study.
he fIrst model uses all available data for years 1974 through 1990. Ex-

POrts from one country to another serve as the dependent variable, while
explanatory variables are composed of: exporter and importer incomes,
eXpOrter and importer popUlations, distance between commercial cen-
ter~, an adjacency dummy variable, a Gee integration dummy variable,
raho of income similarities, a US-Gee Dialogue policy dummy variable.t:second model is identical to the first, except for the exclusion of the
Ialogue variable. Results from these two models are used together by

cO~paring estimated trade figures assuming the Dialogue did not exist
agaInst estimated trade figures mimicking actual trade. Hypothetical
non-Dialogue trade figures must be compared to estimated figures of
trade, rather than true figures of actual trade, because error term ef-
fects can only be cancelled out when comparing an estimate to an esti-
mate '. In this manner, policy effects can be isolated from the effects of
error In estimation.

log Xi} ==
log Dij + log Yi + log Y} + log Ni +
log N} + Ai} + D + IGCC + log Iii} + E42dum

Xij

Dij

Yi & Yj

Ni & Nj
Ai}

D

IGee

::: $ value of country i's exports to country j measured by country j's import data

::: geographical distance between commercial centers of the two countries

::: per capita nominal GOP of countries i and j expressed in dollars

::: POpulations of countries i and j

::: dummy variable for adjacent or neighboring countries

::: dummy variable for trade between US & Gee due to Dialogue (1985-present)

::: dummy variable for Gee integration (1981-present)li/t
£~2 ::: ratio of per capita GDPs to express difference in income levels

durn ::: 42 "effects" dummy variables to capture individual differences between each of
the 42 cross-sections relating to each set of trading partners
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The data for the variables listed come from several different sourc-
es. The Direction of Trade Statistics Yearbook published by the In-
ternational Monetary Fund provides all the trade data needed for every
country in this study. Population and Gross Domestic Product (GDP)
data come from the World Bank's World Tables 1993. World Tables
1993 lacks Qatari data, however, so population and income data are
found elsewhere for Qatar. International Marketing Data and Sta-
tistics 1992, published by Euromonitor Marketing Handbooks, supple-
ments World Tables 1993 by providing Qatar's GDP data. Popula-
tion Spatial Distribution in ESCWA Countries, available in the CIS
Statistical Masterfile, provides Qatari population data.

FINDINGS

MODEL DESIGNED TO EXPLAIN ACTUAL TRADE BY INCLUDING POLICY VARIABLE

Adjusted Rl Mean Square F Value Significance
Error (probability)

Model 0.8665 0.15120 93.722 0.0001 +

Parameter Standard T-Statistic Significance
Value Error (probability)

Log of Distance
0.0001+Between Commercial -0.462894 0.05690225 -8.135

Centers {Weighted}

Log of Per Capita
0.000 I +GDP of Exporting 0.308897 0.04399183 7.022

Country (Current $)
{Weighted}

Log of Per Capita
0.0001+GDP of Importing -0.269970 0.04994369 -5.405

Country (Current $)
{Weighted}

Log of Population of
0.0001+Exporting Country 0.449973 0.07292733 6.170

{Weighted}

Log of Population of
Importing Country 0.062982 0.04039976 1.559 0.1195
{Weighted}

Adjacent Country
0.0001+Dummy Variable 0.711490 0.10047124 7.082

GCC Integration
Dummy Variable -0.018145 0.03902003 -0.465 0.6421

Similarity in
Exporter and
Importer 0.015634 0.02182917 0.716 0.4741
GDPs (Ratio)

Dialogue Dummy
1\

Varia ble for Policy (L07193 0.03983626 1.806 0.0714

+ Statistically significant at 95 percent confidence level A Statistically significant at 90 percent confidence level
* NOTE: Durbin-Watson equals 1.976 with first order correlation of 0.012.
* NOTE: Effects variables are included in model due to the panel nature of the data. Overall statistical

significance of the effects variables indicate significant individual differences between countries
otherwise not quantified by the model.
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A large negative relationship between distance (measured in kilome-
ters) and volume of trade illustrates that any policy, no matter how ef-
~ective, cannot overcome the significant inherent disincentive of distance
In trade calculations. The adjacency variable furthermore shows that if
t:vo countries happen to lie adjacent to one another, they are much more
lIkely to exchange goods and services. In addition, model results show
that trade is positively related to exporter GOP and population. Trade is
negatively related to importer GOP.

GCC integration is not statistically significant. By examining a graph
of actual trade flows (iJJustrated below). one can see that in 1981, the
year the GCC was founded and integration began, trade sharply peaked
and declined thereafter. It appears from this phenomena that GCC inte-
gration caused trade to decline. However, the insignificant regression
results illustrates that GCC integration had no effect on trade. A peak in
trade was a result of other influences. The insignificance of Gee inte-
~ration was predicted correctly by Shafik (1994), who remarked that
Integration schemes in the developing world have been historically inef-
fe~tual. Insignificant results here are certainly interesting in comparison
WIth Aitken's (1973) study of integration between two sets of European
trade regimes, the European Economic Community (EEC) and European
Free Trade Association (EFTA). In both cases, Aitken found that trade
among integration members in an industrialized bloc increased signifi-
cantly as a result of integration policies.

Sum of Actual Bilateral Exports Between US and Gulf Countries
EXport Aggregates by Year

(Billions US $)
35,- _

1974197519761977 1978197919801981198219831984198519861987198819891990

The variable of most interest in this study is the Dialogue policy vari-
able. The Dialogue, to the benefit of trade policy activists, proves to be
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significant and positive in affecting trade flows. In other words, the
Dialogue has, from 1985 onward, created more trade among the United
States and Gulf countries than otherwise would have occurred. The low
level of magnitude for the parameter value, however, serves as are ..
minder that this policy has little ability to influence trade flows as com"
pared with other environmental factors, such as distance, income, and
population.

A second model, identical to the first with the exception of the Dia-
logue variable being excluded, is used to project hypothetical trade fig ..
ures if the Dialogue did not exist. Results for individual variables are
largely similar to the first model. These results are compared with re-
sults from the previous model in order to measure the difference in trade
created as a result of the Dialogue policy variable.

The two models together produce results shown in graphical forrn
below. The positioning of the two lines illustrates that trade would have
been lower had the Dialogue not come into existence.

Aggregate Exports Between All Countries per Year
Aggregate Exports per Year

40 (Billion US$)

-+- Actual Exports (After 1984
Includes Policy)

---- Regression Estimate of Exports
(With Dialogue Policy Variable)

-.- Regression Estimate of Trade
Without Dialogue

O~~~~~~~~~~--~~~~~~~
1974 1975 1976 1977 1978 1979 1900 1981 19fQ isss 1984 19ffi 1900 1987 1900 1900 1900

The difference between the two estimated lines amounts to aggre:
gate trade creation in the amount of $27 billion over six years as a result
of the Dialogue.

It is possible to derive relative export creation for the United State'
versus the Gulf using these two models. By calculating and comparing
the differences between estimated actual and estimated hypothetical non"
Dialogue exports for both the United States and the GCC, it is possible to
discover the amount of net trade creation for the United States. Net
trade figures are the real amount of export creation for anyone country
after controlling for any rise in imports. The bar chart below shows that
net export creation is actually negative for every Dialogue year, eve''
though US exports did rise as a result of the Dialogue. The reason for
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the discrepancy is that Gulf exports to the United States grew more than
American exports to the Gulf. Dialogue results have improved over time
for the United States, however. showing a trend toward possible positive
future trade creation.

Millions US S
1000

800

600
400

200

0

Negative Net Export Creation for the United State
as a Result of the US-GCC Economic Dialogue

1985 1986 1987 1988 1989 1990

CONCLUSION AND POLICY RECOMMENDATIONS

. This study is relevant to policyrnakers because its findings have a
dll'~ct bearing on the perceived utility of US trade policy activism. By
estlmating the utility of trade activism, a case study such as this can
CO~tribute to the formulation of policy in a direct sense, because trade
actIvism is a policy currently under debate.

StUdy of the US-Gee Dialogue is also relevant in a strictly regional
;ense. Imports and exports from and to the Persian Gulf comprise the
OUrteenth largest source of trade for the United States. Sales of US
~oOds to Saudi Arabia alone. in fact, exceed US exports to all Eastern

I G~ro~ean countries co~bined. The sign~ficance ?f US exports to .the
If IS balanced by the Importance of US Imports from the Gulf. Thirty

fercent of "vital" American petroleum imports come from the Gee, the
~rgest percentage from anyone region. Defining effective trade poli-
CIes, therefore. helps to improve important goals of secure imports, healthy
eGxpOrts, and therefore, a stable trade balance with regard to the Persian
ulf.

. In a larger regional sense, almost three-fourths of the expected growth
In World trade over the next two decades is projected to come from de-
~eloPing countries. In fact, these economies are projected to account
Or OVer 40 percent of total global imports over the next twenty years,
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even more than America's traditional trading partners, Japan and Eu-
rope. An examination of US trade with a developing bloc thus furthers
the goal of learning more about trade with an area which, until recently,
has not undergone much examination.

This analysis of the US-Gee Economic Dialogue helps to illustrate
that, in its present form, the Dialogue should be reexamined. The amount
of net export creation as a result of the Dialogue has been negative ev-
ery year of its existence. Although individual firms benefit from greater
US exports to the Gulf, the overall American economy suffers from a
growing trade deficit with Gee countries.

However, to conclude that the US-Gee Economic Dialogue has little
or no value, and consequently, that activist trade policies in general are
worthless, could very well be an inaccurate statement. As indicated pre"
viously, negative net exports have declined steadily every year. Fur"
thermore, it cannot be determined from this study whether the shift in
trade replaces low-wage jobs with high-wage jobs, a positive result pos"
sibly overcompensating for any deficit in trade. Finally, unemployment
is not tied to an increase in the trade deficit unless demand for domestic
products falls. The result of a decline in trade barriers, which the Dia-
logue proved to accomplish, at the very least provides American con"
sumers with a greater variety of products at potentially lower prices.
Thus, it can be argued that the Dialogue is a powerful policy tool whicb
should be preserved. Further study quantifying these related aspectS
could be added to yearly deficit totals derived here in order to facilitate
a comprehensive cost-benefit analysis of the US-Gee Economic Dia-
logue.
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The Environment Goes to Market:
The Implementation of Economic
Incentives for Pollution Control
Written and Puhlished bv: 771eNational Academv of Public Administration, 1994,214 p,
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The use of economic incentives in the implementation of environ-
mental regulation is not a new idea, but it is an idea whose time has
corne. Environmental regulation has accomplished much over the past
twenty-five years, and many existing programs continue to effectively
advance environmental protection. Many of the remaining environmen-
tal problems are, however, the most intractable, requiring innovative so-
lUtions. Economic conditions, namely, increasing global competition
an~ a burgeoning public debt, further attest to this need for innovation.
ThIs confluence of factors, coupled with the experience gained over the
past twenty-five years, is changing people's attitudes about environmental
protection. The adamant calls for environmental action of past decades
are now often tempered by equally adamant calls for consideration of
Costs.

. The Use of economic incentives offers hope for an effective, revital-
IZed approach to environmental regulation. If properly employed, eco-
nomic incentives, or market-based mechanisms, can be used to allow
fleXibility in meeting environmental goals, encourage innovation and
t~chnological development, decentralize authority, and, ostensibly, pro-
vIde the same amount of environmental protection at lower cost (or more
protection at the same cost).

Economic incentives have been touted by economists for many years
as a good alternative to the so-called command-and-control and tech-
~Ology-forcing regulations that have dominated environmental regula-
tion in this country. A number of economic incentive programs have
actually been in place for years, and may be part of many people's ev-
erYday lives. However, calls for more widespread use of economic in-
centives in environmental regulation have steadily increased over the
feastsev~ral years to the point that ~he~ are now resonating at t~e hi.ghest
vels of government. All the principal regulatory reform bills mtro-

dUced in the I04th Congress would mandate federal agencies to consid-
er market-based alternatives explicitly when selecting or designing reg-
Ulatory programs.
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The theory behind the use of economic incentives in environmental
regulation is well developed in a substantial body of literature, including
most basic economics textbooks. As with any regulation, however, theory
only goes so far. The most difficult, and messy, issues are usually con ..
fronted during program implementation. A good theory that cannot be
implemented, for whatever reason, is destined to remain just that: a theory.
There is, however, a dearth of literature examining implementation is ..
sues concerning economic incentives in environmental regulation. It is
into this void that the National Academy of Public Administration (NAPA)
ably steps with its book, The Environment Goes to Market.

NAPA's book examines issues associated with the implementation of
economic incentives in environmental regulation using four case studies:
the marketable permits program of the South Coast Air Quality Manage ..
ment District in California: the Russian national pollution charge system;
the King County, Washington, solid waste recycling program; and the
deposit-refund program in Michigan. Using this case study approach,
NAPA examines not only a representative spectrum of the various types
of economic incentive programs but also the implementation of such pro ..
grams at different administrative phases, from development through op"
eration, and at different levels of government, from national to local.

The book begins by presenting an overview of the theory of the use of
economic incentives in environmental regulation, contrasting this ap"
proach with more traditional command-and-control and technology-fore ..
ing regulatory approaches. The book then presents each of the case studies
in detail, generally describing each program and its underlying theory,
identifying issues associated with program administration, and discuss"
ing the need and possible parameters for more extensive systematic pro ..
gram evaluation. The final chapter of the book identifies factors neces"
sary for successful implementation and discusses institutional adjustments
required for the administration of economic incentive programs. The
book concludes with a summary of NAPA's argument for systematic
program evaluation and presents various design and institutional issues
associated with the implementation of such evaluation.

The book's primary strengths lie in its use .of a case study approach,
elucidation of requirements for institutional change, and description of
issues related to program evaluation. The case study approach grounds
the evaluation, enabling NAPA to move beyond the theoretical and ex"
amine issues arising from actual applications. Though NAPA's analyses
are not quantitative and the case studies may have limited generalizability
(particularly the Russian pollution charge program), the work is conducted
in adequate detail to glean some important points concerning program
implementation. The book is not an end in itself, but provides a good
foundation for more rigorous review.
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. NAPA provides its deepest insights when it addresses the reform of
Institutional capacities that will be required if regulatory agencies are to
adjust to a new role as administrators of economic incentive programs.
These insights can likely be attributed to the distinguished panel as-
sembled by NAPA for this evaluation - many of the panelists have
served at the highest levels of administrative agencies and oversight
bOdies. NAPA's thoughtful and balanced evaluation of the findings of
the case studies is evidenced in the statement, "Generally, economic in-
s~ruments change the role, but do not eliminate the need for a respon-
sIble managing agency," and its supporting text (p. 177).

Finally. NAPA's book presents an excellent overview of the design
and institutional considerations associated with implementation of sys-
tematic evaluation programs. Though NAPA does not convincingly de-
velop an argument for the use of systematic evaluation (NAPA's argu-
ments sound like the all-to-common complaints of frustrated policy ana-
lysts), it docs provide some thoughtful, and well-informed guidelines
for those who would mandate or administrate economic incentive pro-
grams.

The book's principle failure rests in its desire to do too much; to ven-
tUre beyond its stated intention of evaluating implementation issues. In
an attempt to justify the use of economic incentives in environmental
regUlation (Chapter I), the book presents an unbalanced comparison of
market-based and traditional regulatory approaches. It assumes an over-
zealous tone that contradicts the more balanced treatment used elsewhere
predicated on the results of the case studies. In one passage, the book
Identifies legal limitations and other government programs as "obstacles
". ~o be overcome" (p. 13), apparently placing the goal of economic
effIciency above all else. The chalIenge of economic incentive programs
should be to creatively conform to these legal and other governmental
c.onstraints, rather than attempt to overcome them. Along these same
IIn~s, the section of the last chapter addressing marketable permits seems
entt~ely di vorced from the findings of the respective case study. This
sectIon seems to rely on a similarly unbalanced theoretical perspective
th~t downplays the possibility that economic incentives may be inappro-
~n.a~e in certain markets (p. 167) and places unsubstantiated faith in the
abIlIty of free markets to establish pollution baselines (p. 169).

Fortunately, these failures do not undermine the otherwise well bal-
anced and thorough treatment of implementation issues concerning eco-
nomic incentives in environmental regulation. They do, however, point
t? One of the dangers inherent in the selection, design. and implernenta-
tIon of economic incentives. Economic incentives rely on market struc-
~ures and, as such, their use is often confused with deregulation. As the
hook cautions in the concluding section on institutional capabilities,
OWever:
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"Legislators and policymakers should not pursue economic alternatives
to command-and-control regulation in the false hope that associated
government agencies can be dismantled. The need for a governing in ..
frastructure for economic instruments remain and may even grow"
(p.177).

There is a fundamental difference between the implementation of
economic incentives and deregulation. Yet, economic incentives do not
operate in a free market constrained only by self-interest. They operate
in a market constrained by public interest, as expressed in the societal
goals embodied in our laws and regulations. As such, economic inc en"
tive programs demand a government role, if for no other reason than the
fact that government agencies must be accountable for their program"
matic charge.

The Environment Goes to Market is a valuable contribution to the
field of environmental literature for its sound, practical advice as to what
this government role should be, how agencies will need to adjust to this
new role, and the nature of the evaluation programs that will be required
to maintain accountability in the implementation of economic incentives
in environmental regulation.

Unsung Heroes: Federal Execucrats Making A Difference
Written by: Norma M. Riccucci
Published by: Georgetown University Press, 1995, 243 p.
Reviewed by: Abigail S. Hochberg, Georgetown University
$45.00, $17.95 (paper)

Over the past twenty-five years, there has been a recognition that the
federal bureaucracy is in need of reform. Public opinion has rapidly
spiralled downward as the quality of goods and services provided has
declined, while academics, spurred by Niskanen's (1971) hypothesis that
the bureaucracy's utility function is based primarily on budget maximiza-
tion, have searched for institutional reasons for this dissatisfaction. This
nonpartisan viewpoint has been illustrated most recently via the execu-
tive and legislative responses to public dissatisfaction. Gone are the
days of President Kennedy, when public service was professed to be
one of the greatest and liveliest career paths (Volker 1989,9).

In an attempt to control its own agenda, the Reagan Administration
was infamous for limiting the bureaucracy's influence in the develop"
ment and implementation of public policies (p. 3). The Clinton Adminis ..
tration has further attacked the bureaucracy's powers, as the National
Performance Review aims to produce savings of over one billion dollars
within five years through reducing the civilian, non-postal workforce by
twelve percent - a total of 252,000 positions in the federal government
(Gore 1993, iii). The new Republican-controlled Congress has further
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~imited the bureaucracy, and this mood on Capitol Hill has been reflected
In debates and votes on drastic cuts in appropriations for agencies, as
Well as suggesting total elimination of: the National Endowment for the
Humanities; the National Endowment for the Arts; and the Departments
of Education, Energy, Commerce, and Agriculture. If current trends
C.ontinue, the bureaucracy risks losing its influence in the realm of pub-
hc pOlicy.

Enter Norma Riccucci. In her book, Unsung Heroes, Riccucci of-
f~rs a refreshing defense of the civil service through a case study analy-
SIS of six high-level bureaucrats, or execucrats, who have made signifi-
c~nt Contributions toward the formulation of various germane public poli-
CIes. She shows how the attributes of William Black, Eileen Claussen,
Ambassador Edward Perkins, Stephen Marica, Dr. Vince Hutchins, and
Dr. Helene Gayle - which are consistent across all disciplines - have
allowed them to become effective policymakers.
. In each chapter, Riccucci discusses the background of the execucrat.
Introduces a "problem" or issue, and examines the execucrat's pattern
~or issue resolution. In accordance with her stated purpose of identify-
I~g the "ingredients of effective execucratic performance," (p. xi)
RIccucci highlights the political acumen, management and leadership skills,
environmental adaptability, technical and strategic expertise, and per-
~onal attributes of the respective execucrat when successfully address-
Ing the policy at hand.

The diversity of issues surrounding these execucrats runs a wide range
of policy fields, from banking scandals to maternal and child health is-
~ues. In addition, as Congress looks at budget cuts, the study offers an
InnOvative perspective on why the bureaucracy need not be abolished,
and presents an argument for why Congress should focus on creating a
Cultural environment within the bureaucracy which produces more
execucrats geared toward the Riccucci paradigm. It should be noted,
t~Ough, that Riccuccis six case studies are not meant to be representa-
tIve of the entire bureaucratic population. In fact, the units of analysis
are the result of severe selection bias, which would suggest that bureau-
~rats on the whole may not be as effective at implementing policy as the
oOk Suggests. While a larger sample size and more random method of

se.lection would have made for a more representative sample, the study
StIlI highlights the ability of federal bureaucrats to positively impact the
Policy process.

Thus, the greatest strength of Unsung Heroes is that it provides re-
demption for a profession ostensibly viewed as a hindrance to national
and international development. As a literary work in the field of public
management, this book should be viewed as a well-researched. contern-
Porary, qualitative analysis of bureaucratic behavior.
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