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Preface
f0 Q1

Like many journal editors, I have struggled with the question of who our
ideal audience should be. On the one hand, our base in an academic institution
leads to a natural proclivity for publishing academic and research oriented articles.
On the other hand, The Review's location in Washington, DC, amidst a rich sea
of national policymakers, think tanks, advocacy groups and professional associa-
tions, leads to a tendency to select articles of interest to policymakers here in our
own backyard. Adding to this dilemma is the multi-disciplinary nature of the
public policy field. Sociologists, economists, demographers and political scientists
all contribute, via various forms of policy analysis, to the debate over local and
national initiatives. Recognizing that policy issues are diverse and complex, we are
determined to widen the breadth of the journal. In this and future issues, expect
to see more personal interviews from prominent Washington policymakers, and
expect to see more in-depth analysis of current issues using a variety of analytic
tools. With our location in the Nation's capital, The Review is well positioned to
reach out to a broad audience.

In this issue, The Review is pleased to present three contributions to the
debate surrounding school choice. We have selected two prominent voices from
different branches of government for our feature interviews: Representative Frank
Riggs (R-CA), Chairman of the Subcommittee on Early Childhood, Youth and
Families; and Marshall Smith, Acting Deputy Secretary for Education, US
Department of Education. In "School Choice and the Diversity of Schools:
Micromotives and Macroeffects," authors Michael Feuer, Lisa Towne, Adam
Burns and Manuel Rubio explore possible side effects of school choice on the
formation of communities. Rounding out this topic are reviews of two recent
books on education policy.

Following the featured section, the journal examines three notable issues on
the domestic and foreign policy agenda. First, in her article "The Work Status of
Seasonal Agricultural Workers in the Post-IRCA Period," Carol Hall examines
the effects of the Immigration Reform and Control Act of 1986 on improving the
non-wage work status of agricultural workers. Next, "Ending Welfare as we Know
It: How Will We Know?" by William Prosser proposes a series of indicators to
track the impact of welfare reform on child well-being. In the last article in this
edition, "l\1anaging Urbanization in the International Policy Process: USAID's
Approach to Latin America," author Carol Armstrong discusses the impact of the
Housing Guarantee Program on Chile and Ecuador.

We hope that you find the ideas and analysis presented in this edition of The
Georgetown Public Policy Review both timely and insightful. We are grateful for
your continued support of our publication and welcome your contributions and
comments to forthcoming issues.

HELENA K. WALLIN
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The topic of school choice inevitably stirs up controversy. In the extreme,
proponents believe free market competition will save the public schools, forcing
them to abandon mediocrity and complacency in order to survive. Critics contend
that a choice system would serve some students better than others-and abandon
significant numbers of them entirely-and avoid the more pressing issue of how to
improve all public schools and the quality of education they provide.

In this issue, the staff of The Review had the opportunity to interview two
of the nation's leading education policymakers. Managing Editor Thomas
Heinemann and Academic Co-Editor Louisa Merianos spoke with the Acting
Deputy Secretary of Education, Marshall Smith, and Academic Co-Editors
Shirley Hung and Louisa Merianos interviewed US Representative Frank Riggs
(R-CA), Chairman of the Subcommittee on Early Childhood, Youth and
Families. Each provides a unique perspective on the issue of school choice, and
education policy in general.

Interview with Marshall Smith, Acting
Deputy Secretary of Education

OVERVIEW: ROLE OF FEDERAL
GOVERNMENT IN EDUCATION

YO Q;i

What role do you believe the federal
government should play in education?

That is a complicated question. The
role of the federal government has
changed over the years in a variety of
ways. As you know, the Constitution
does not talk about education at all.
Education has traditionally been the
prerogative of the states. In fact, in a
number of states have ceded most of
their authority to the local districts
through their constitutions or laws.

We probably have the most diffusely
managed and organized administrative
structure for education in the world.
Local and state governments fund most
of public education. Local school
districts derive their authority from state
constitutions and both state and local
educational agencies exercise regulatory
and legislative control over the schools.
At the same time, the federal

government plays a role.
The first precursor to the Depart-

ment of Education was created in 1867
and its role has changed over time.
Some early national decisions regard-
ing education related to land grant col-
leges and the movement to the West.
For example, western states were ex-
pected to set aside a square mile for a
school district. After World War I na-
tional education issues arose as a re-
sponse to the influx of immigrants and
to people coming back from the war.
The federal government saw it as a
national priority to provide vocational
education.

Since then, the notion of a national
priority in education has been widely
accepted. Moving quickly from 1917 to
the Sputnik era-when we were com-
peting with Russia-it became a na-
tional priority to emphasize math and
science. In 1965 we were worried about
poverty in the United States so it be-
came a national priority to have com-
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pensatory education. In the 1980s and
into the 90s global competition became
a concern so the development of hu-
man capital became a national issue
rather than just a state and local issue.
Throughout our history the federal gov-
ernment has responded to issues of
national concern, while maintaining
state and local authority over funding
and over most of the decisions.

What is the most pressing problem in
education today, and how do you believe
this problem should be addressed?

It's really a combination of problems,
but I think the most pressing issue is
the quality of education in urban centers
and some poor rural areas. There are
many related problems, such as racial
issues, poverty and the structure of the
ci tics and the services they provide.

Another related problem is the
American belief that people arc born
with certain abilities that are relatively
immutable. This focus on innate ability
rather than environment created a great
problem for our society because it led to
lower expectations for many of our
children. Yet, obviously the quality of
the environment is related to the quality
of achievement, a statement that is
strongly supported by all sorts of
evidence. But the idea of innate abilities
became a circular thing. People believe
ability is innate, so they don't try to
change the quality of the environment.
This concept is reinforced by the nature
of our testing system, which for years
has been based on the principle of
stratification rather than on levels of
competence. The focus is not 'are we all
competent?' but rather, 'arc you more
competent than I am?'; and it becomes
a horse race.

We have to change people's
attitudes-the public's perspective, not
just the educators' perspectives. We
also need to have levels of competence
that are well understood; we need to

have standards. For example, we need
tests that are designed to determine if a
child can read well. We don't want a
test that tells us this child can read a
little bit better than another child. If
you have a set of standards about what
you expect kids to know, then you have
some performance levels, and it won't
matter if one kid is a little bit quicker. If
they can all meet the competence level,
they can all succeed. So, we need to set
up a system of standards that apply to
everybody.

Do you think that these standards
should be established at the federal level?
Should they be voluntary or mandatory?

I think standards should be man-
datory, but they shouldn't necessarily
be federal standards. In order to preserve
the status of divisions between the
responsibilities of the federal govern-
merit versus the states, standards should
be set at the state level. We should
make them a state responsibility. They
may be set at the local level, but the
state has a responsibility to ensure that
standards are applied evenhandedly to
all kids, and that they are challenging.
This results in a problem-we will have
50 different sets of standards, and that
doesn't make any sense for a society of
people who are mobile.

Fortunately this concept of 50 sets
of standards is only partly true. In many
subjects states will gravitate to the same
set of standards. We basically do that
now. This country has a national
curriculum; it is based on six or seven
textbooks in eight or nine subject areas.
The textbook companies are all
competing against each other, and
nobody can get too far out oflinc because
they are afraid if they do they migh t lose
market share. As a consequence, there
is very little daring; we have a system
that is fairly dull. Textbooks are pretty
routine and don't change much. On
the one hand this is a stabilizing
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influence, but this influence actually
dumbs down the na turc of our education.
One might make the same argument
ab_o~t s~ates, that is, by interacting they
might dumb each other down. On the
other hand, competition among the
states might lead to more challenging
standards.

The role that the federal government
can play is to ask tough questions,
stimulate higher standards and expose
those states that seem to have standards
which are not very challenging. If a
child passes a high standard of math
proficiency in state X but would not
even be at a basic level in state Y
somebody needs to point that out to the
parents of state X. That is basically
what the role of the federal government
has been for the last four or five years-
in effect setting voluntary standards.
So, a balance has been struck. While
standards are still primarily the states'
responsibility, the federal government
can point out what some good standards
might be, look at performance levels,
talk about differences among the states
and encourage states to do better.

Although math and reading stan-
dards will come closer together with
other math and reading standards over
time, there may be differences within
some other subjects. One could imagine
differences in how some states present
history. For example, California may
include more Asian history because they
will want to respond to different
children, different interests and the fact
that they are next to the Pacific Ocean.
You can also imagine differences in
what is covered in English literature,
civics and some other subjects.

93

Focus: SCHOOL CHOICE

The term school choice is a catch phrase
that encompasses many policies. Support
or opposition often depends upon the degree
of choice. What is the Administration's
position on school choice? How much
freedom do you think parents and students
should have?

The Admi nistra tion' s posi tion is very
clear: we strongly support public school
choice but do not support private school
choice or a voucher system that would
use public money t~ pay for private
education. We are opposed to private
school vouchers for many different
reasons. One reason is th;t it would
displace money from the public schools.
Because 10 percent of American
children attend private schools, we
would run into an immediate problem
of draining 10 percen t of the total school
budget. This big initial outlay is a
problem, but it is not the real problem.
There are two other issues which I
think are even more critical. The first is
that private schools that receive public
money should be held publicly account-
able. This would change the nature of
private schools. These "private" schools
will not be able to accept children on a
first-come first-serve basis, they will
have to serve disabled children, and
they will have to comply with general
civil rights laws. So, if you constructed
a voucher system for private schools it
would have to include public account-
ability and those private schools would,
in effect, become like public schools.

The second big problem is the effect
that a private voucher plan would have
on the support for the fundamental
purpose of public schools. Public
schools have served the country-not as
well as we might have liked-but pretty
well. For a country which is so diverse
in so many ways, the public schools
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have created common ground for many
of our citizens. The public schools have
provided this diverse society with a core
understanding of our diversity and
democracy. Although we worry about
the quality of our education as a nation,
we are the longest running democracy,
we have the strongest economy and the
fewest unemployed. And even though
there are tensions, the social unrest is
relatively small.

What do you think prompted the
national debate on school choice?

A number of different issues have
prompted the debate, and it has changed
over the years. The notion of vouchers
has been around for a long time. Milton
Friedman came up with a proposal for
vouchers in the 1950s. Christopher
Jencks, David Cohen and I wrote a
report in the late 1960s in which we
proposed a demonstration of vouchers.
In the late 1960s there were a number
of alternative schools springing up in
the Boston area. They did very well for
a number of years and served a primarily
African American population. After two
or three years, however, tuition went
up. People who were teaching in the
schools had gotten older, they now had
families and greater expenses. As a result
of the tuition increase, parents couldn't
afford to send their children to these
schools. We looked at vouchers in this
case to examine how to retain that
option for parents. The notion was to
have an escape valve. Over the years the
concept of vouchers has changed. Policy
analysts and well to do parents began to
see vouchers as a way to have a choice,
and to get reimbursed for it. So the idea
about vouchers was then not focused
on poor areas but rather on opening the
system entirely. This idea seems to have
failed, and now people have begun to
cycle back to the idea of giving folks an
escape valve. There are other provisions
which can give people that escape valve

without resorting to private vouchers-
for example, the public charter school
movement-but again those schools
must be held accountable.

One of the perceived strengths of school
choice and charter schools is the autonomy
given to schools. This independence can
lead to schools that are not only diJferent
from traditional scbools but are also very
different from one another. Moreover, in
some states charter schoolsare not required
to meet state standards. What are the
implications for assessment and
accountability?

There are a number of implications.
There are federal charter school laws.
Any school that gets federal money for
start up costs-to train teachers, prepare
the building, disseminate information-
has to be accountable. Students in those
schools have to take the same tests and
meet the same standards as other
students in that state. They are obviously
accountable in terms of civil rights laws
and safety laws. They are also required
to provide information about the school.
Beyond that they can use whatever
methods are reasonable within society's
constraints to educate the students.

There are states where charter
schools are not required to meet those
criteria. In a number of cases there have
been schools with bad reputations, and
for good reason. Some schools have
closed leaving children and paren ts high
and dry. Now there is a backlash. There
has been a lot of activity in Arizona to
clean up these schools. Some of the
charter agencies in Michigan stopped
chartering schools.

It's hard to tell how this is going to
work out. The first thing we need to do
is get information about how the states
are dealing with this issue. There arc all
sorts of other problems. Charter schools
receive a certain amount of money per
child. You could imagine a situation
where some people buy a sloppy place,
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make some grand claims and get
unsuspecting people in there. In a
couple of years you could make a lot of
money doing that. While many new
charter schools are doing a wonderful
job, there are clearly some schools out
there that don't meet standards and
they need to be evaluated. We need to
keep a good eye on them.

Critics ofscbool choice often argue that
it is a 'band-aid' solution that [ails to
address the problems of the system as a
tobolc. They also assert that it will
primarily benefit students whose parents
are already well-informed and involved
in their children's education-and are
therifore more likely to succeed in schoo!.
What is your response to these concerns?

I think they are serious concerns.
You don't want a choice system to be a
"buyer beware" system. You want to
provide as much information as you
possibly can. There are good system-
wide school choice systems where a
great deal of information is provided,
like in Cambridge, Massachusetts, for
example. People select their top three
choices and most people get their first
or second choice. Decisions are made
by lottery or by some other fair
procedure. The key is information. If
you tried to go shopping and you didn't
know the price of an item, you would be
lacking a key piece ofinformation. Price
doesn't matter in a school choice setting,
but other things are important-the
nature of the curriculum, extracurricular
activities and the attitudes of teachers
towards students, for example. Any
system that is set up without adequate
information, transportation and enough
time for people to make decisions will
always favor the well-to-do.

The Georgetown Public Policy
Review' sfeature article examines the ifIect
that school choice could have on diversity.
The authors suggest that choice would

95

have a detrimental impact on the diversity
ofscbools-eucn i/parents consider diversity
to be a priority. What impact do you
believe choicewill have on the diversity of
schools? If diversity a priority?

First of all, in some places it can't
affect diversity very much. If you have a
choice system in DC, for example,
schools will not be any more segregated
than they are now. The same is true in
a number of cities. On the other hand,
I am concerned about this issue. The
second point is that there is a lot of
choice already exercised, particularly in
the choice of neighborhood. Would
choice increase the level of homo-
geneity? I think it's an open question in
part because there are different
dimensions of homogeneity. Under a
completely open choice system-set
aside Title IX, Title VI and other civil
rights laws-you could end up with more
schools that are all female or all male
and yet racially mixed. Would that be
more diverse or less diverse?

In elementary schools you often have
a choice on the basis of curriculum. In
Arlington, Virginia, for some of the
schools, they have a cluster system, and
parents can choose from any of those
schools within a cluster. They try to
make schools within the clusters
different. So, if people are sorting
themselves out in this system, homo-
geneity occurs in the nature of the
instruction that children are receiving,
whether it's a Montessori school or a
language immersion school. This type
of homogeneity is not something you
would notice when you walked in the
door. So, it's more complicated than
the simple question of whether you will
have diversity or not. It's really a multi-
dimensional problem.

A choice system might result in a
little more homogeneity, in general. In
the extreme you migh t have some radical
cases-such as a very conservative school
or a very liberal school and in the context
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of those extremes, different ideologies.
This would be very unfortunate, in my
view. There are trade-offs that come
with providing a little bit of competition.

f0

A balance needs to be struck, and any
democratic society has to weigh these
options.

Marshall S. Smith has served as Acting Deputy Secretary of the US Department of
Education since August 1996. He serves as both the chiefoperatingoJJicer for the Department,
overseeing day-to-day management, and as the principal advisor to the Secretary on fideral
programs, policies and budgets. Smith was previously Under Secretary ofEducation and directed
the development of legislative initiatives such as the Goals 2000: Educate America Act, the
Improuing.America's Schoo/sAct, the School-to- Work OpportunitiesAct and the Student Loan
Reform Act.



Interview with Representative Frank Riggs
(R-CA), Chairman of the

Subcommittee on Early Childhood,
Youth andFamilies

OVERVIEW: ROLE OF FEDERAL

GOVERNMENT IN EDUCATION

f0 Get

What role do you believe the federal
go·vernment should play in education?

That, of course, is the question that
is going to loom over the debate in the
coming months. I believe the govern-
ment should playa limited role that
ensures, principally through the Con-
stitution, a guarantee of due process
and equal access. In accordance with
other applicable federal laws and fed-
eral court decisions, the federal govern-
ment has a responsibility to ensure that
every American child should have ac-
cess to a high quality public education.

While the federal government does
have a limited role, it can promote
greater pupil achievement and higher
academic standards for students. I am
very interested in the coming debate on
national tests and national assessments
to assure that our children are learning
in the core academic subjects. Such
tests could be used as a means of evalu-
ating pupil progress and for comparing
school to school, district to district and
state to state. For that matter, tests can
be used to compare our students against
those of our industrialized competitors,
since we are all concerned about our
children lagging behind internation-
ally at a time when the world is increas-
ingly moving toward a global economy.

So, my view is that the federal gov-
ernment has a limited role in education
but a very important one. There is so
much focus on education reform in this
Congress that perhaps we can be the

catalyst for improving the quality of our
schools. I sense a broad bipartisan con-
cern and an emerging consensus on a
bipartisan, bicameral basis and between
the Congress and the White House
that we ought to take steps to offer a
high quality education to every child.

Over the past two decades, we have
passed laws that ensure children with
learning disabilities have access to a
high quality public education. One such
law is now up for reauthorization in this
session of Congress in the subcommit-
tee that I chair. It is called IDEA, the
Individuals with Disabilities Education
Act. We have also passed a law that
ensures that children from disadvan-
taged socioeconomic backgrounds will
have the same right to a high quality
public education as children who come
from more affluent households.

I should add that federal taxpayers
historically provide about seven or eight
percent per year of the overall cost of
public education, so in terms of re-
sources, we are traditionally providing
less than 10 percent of the total cost of
education in America today. Neverthe-
less, the federal government should still
be an agent for change, a catalyst for
real reform of our schools.

One of the major roles of the federal
government in education is legislative
oversight. This is a very legitimate re-
sponsibility and function of the legisla-
tive branch of government, especially
with respect to federal programs and
how federal taxpayer dollars are spent.
One of the things we did two years ago,
when the Republican party became the
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majority in the House of Representa-
tives, is begin an inventory of all the
different early childhood, education and
job training programs that exist in the
federal government or have been au-
thorized by previous Congresses, At
last count, we were up to 760 separate
categorical programs that are spread
about the whole federal bureaucracy
and administered not only by the U ni ted
States Department of Education but by
38 other departments, agencies and
commissions of the federal government.
The Department of Education is re-
sponsible for about 270 of those 760
programs, on which federal taxpayers
spend $120 billion annually. Of that
amount, only $15 billion actually goes
to support public education in K-12
schools. As a result, one of our respon-
sibilities is to examine those programs
to try to determine which are working
and which are not. We have to examine
where those hard-earned, very precious
and finite tax dollars are well-spent and
where they are perhaps wasted.

One of the other things we have
been doing for more than two years
now is looking at federal programs that
duplicate existing programs on the state
and local level. We should bear in mind
that public education is principally a
responsibility of the states and local
communities, with a long-standing tra-
dition of decentralized decisionmaking
and local control of public education.
In conjunction with the oversight re-
sponsibility, the federal government can
act as a clearinghouse for good ideas
and facilitate the sharing of informa-
tion and resources between states-let-
ting state Y know what state X is doing
we11 in the area of K-12 education.

What do you consider to be the most
pressing problem in K-12 education to-
day, and how do think this problem should
be addressed?

I think the single biggest challenge
is preparing our young people either for
the real world of work, or to go on to an
institution of higher learning. Too many
of our young people are not getting the
education, training and skills they need
to succeed and to lead productive adult
lives once they leave high school. If you
examine the statistics, you know that a
majority of our young people will not go
to college; of those who do attend col-
lege, many will not graduate.

There is tremendous concern that
we are leaving a lot of our young people
behind. They are not getting the edu-
cation and the skills-what I call the
workplace literacy skills-that they need
to be able to compete and succeed in an
information-based, increasingly global
economy. That is the biggest concern,
and the statistics bear that out. One out
of four high school graduates are func-
tionally illiterate, with a disproportion-
ate number of those kids coming from
inner city schools. In addition, a tre-
mendous number of young people who
are going from high school to college
need remedial education in the basic
academic subjects. In other words, they
are not able to function on an eighth
grade level in those subjects.

These are the biggest challenges
facing America today-our schools are
failing too many of our kids, and they
are not preparing young people to suc-
ceed either in the workforce or at an
institution of higher learning. A subset
of that is the particular problems and
challenges facing our inner city schools.
We simply cannot afford to lose an-
other generation of urban schoolchil-
dren. The general mediocrity of our
education system is contributing to the
growing gap between the haves and the
have-nots. These are distinctions that
are often defined on the basis of finan-
cial status but I would prefer to define
this gap as those who have the educa-
tion, training and skills to succeed in
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life and those who do not.
Education Week recently commis-

sioned the first formal report on the
state of public education in America
today. It concluded, and I quote, that
'our schools are riddled with excellence
but rife with mediocrity.' Students are
too often advanced from grade to grade
on the basis of good behavior and time
served rather than what they know or
what they can demonstrate they have
learned. That trend over the last 20
years, of going from the three Rs to the
three Ds-deliberately dumbing down-
has really hurt America. In this sense I
view education as a national security
Issue.

The debate in Washington right
now is focused on balancing the budget
and education. I personally believe bal-
ancing the federal budget is the most
important thing we can do for the fu-
ture of our young people. However, the
most important thing for the future of
our country is the education of our
children.

When you talk about the implementa-
tion of standards to measure student
achievement, are you proposing national
standards? Would these standards be
mandatory or voluntary?

My personal opinion is that we need
to have minimum mandatory national
standards in the core academic sub-
jects, and that should not be nego-
tiable. I think we've reached a time in
America where we ought to have mini-
mum mandatory national academic
standards in at least math and English
and tests at several grades in those
subjects. This goes back to my belief
that the government at all levels docs
have a legitimate role in ensunng learn-
lI1gin the core academic subjects. There
are those who disagree, though, and I
respect their viewpoint.

As part of Goals 2000, which is a
very controversial program, federal tax-
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payers have already to date spent some-
where in the neighborhood of$13 mil-
lion developing standards in eight of
the nine core academic subjects. We
have 43 states that arc now participat-
ing in voluntary national tests called
the National Assessment of Educa-
tional Progress (NAEP), which tests
children in math and English. How-
ever, those tests do not produce indi-
vidualized student results for parents,
and they really are not a reliable bell-
wether for com paring school X to school
Y, school district X to school district Y
and state X to state Y. We need to have
individualized test results that allow us
to do that, so we can hold educational
administrators, superintendents and
teachers responsible for the results of
that school.

One of the things that is missing in
education is accountability. One way to
promote more accountability is to in-
troduce competition and choice in the
system. Another way is to place an
emphasis on standards and then test
based on those standards. This leads to
a whole separate debate on what those
tests should be. Are they going to be
multiple choice tests or tests with open-
ended questions? In any case, some sort
of performance-based assessment is
essential.

People then ask what happens if a
school district doesn't measure up. I
would settle for simply publishing the
results of those tests for all the world to
see or at least for the interested parties
to sec. I think publishing the results
would be sufficient to galvanize public
sentiment. Hopefully this would arouse
disgruntled parents to action if they feel
their school and their children are not
measuring up to other schools and stu-
dents in a neighboring community or
adjacent state. I believe that is one way
to ultimately spearhead, in a bottom-up
way, educational improvement and
more accountability in education.
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Focus: SCIIOOL CHOICE

What about consequcncesfor individual
students who do not meet the standards?

I don't think they should be ad-
vanced. There are often cxtenuatins
. b

Circumstances, but I don't think they
should be advanced. The NAEP cur-
rently has three different levels of
achievement-average, good and out-
standing. I think you have to at least
meet a minimum standard before that
child should be advanced to the next
grade. We should use achievement as
the measure for advancing the child
rather than simply seat time or time
spent in school.

School choice is a phrase that encom-
passes many different policies, depending
on the degree of choice. What is your
position on school choice?How much free-
dom do you think parents and students
should have?

I think parents should have the full
range of choice across all competing
institutions-public, private and paro-
chial. One of the keys to improving
student achievement in America is to
get parents more involved in the educa-
tion of their children. What better way
to get them more involved than to let
them pick the education that is best for
their child? Let them pick from a menu-
a smorgasbord of educational options-
the education that best suits their child.
If you go out there and you are a dis-
criminating consumer, an informed
consumer, I think you can find the
education that is tailored to your child's
needs. However, we are not going to
pass such a bill in this Congress, or in
the foreseeable future. There are too
many questions and objections about
school choice.

For now, I will settle for the idea of
extending public school choice by cre-
ating more charter schools. Twenty-

three states including my own, have
charter school laws on the books. The
President called for a 100 percent in-
crease in federal taxpayer funding for
the start-up of charter schools in his
State of the Union message and his
budget proposal to Congress. When
my su bcommi tree addresses the
President's proposals, I would like to
attach a large demonstration project in
the usc of vouchers. The bottom line on
vouchers is we have never used them
long enough to know whether they
really do improve educational perfor-
mance.

I would like to see a large experiment
with the usc of vouchers. We may vcrv
well try to attach that to the legislation
that would authorize the President's
proposal to double federal taxpayer fund-
ing on charter schools. The vouchers
would basically be for low income par-
ents whose children attend unsafe
schools or under-performing schools,
as proposed in the first bill introduced
in the Senate in this session of Con-
gress. Whether a school is unsafe would
be determined using objective criteria,
anything from the number of disciplin-
ary cases on campus to the incidents of
crime on campus or in the immediate
area around the school. An under-per-
forming school would be one defined as
a school with high dropout rates, low
graduation rates or low test scores. If
you are a parent whose child is locked
into a school like this, I would like to
give you a voucher so that your child
would have some other means of get-
ting a good education. If we can do that
in our legislation, then hopefully we
will come up with a large enough ex-
periment to fmally answer the question
of whether there is any direct correla-
tion between vouchers and educational
progress.

I introduced a bill in the last Con-
gress that was called the Lower Income
School Choice Demonstration Project.
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It would have created a voucher pro-
gram for low income parents in 10 to 20
communities across the country, basi-
cally parents whose children attend in-
ner city schools. It is these inner city
schools that are so often surrounded by
many of the social problems that plague
our country, like crime, drugs, poverty,
joblessness, hopelessness and gangs.

I am convinced that if we can try
vouchers we will sec that they work and
that they do empower parents. In a few
places where they have been tried,
Cleveland and Milwaukee most nota-
bly, the courts have stepped in to block
any expansion of those school choice
programs. Even so, there have been
some interesting, albeit mixed, results
that tend to suggest that parents who
arc given vouchers are far more satisfied
with the education their child receives
than other parents. There also seems to
be a positive correlation-between pa-
rental satisfaction and parental involve-
ment, parental involvement being one
of the keys to educational success on
the part of that young person.

I am absolutely convinced that
vouchers empower parents and foster
competition and innovation. One of
the reasons they are so strongly op-
posed is that we have created these
monolithic educational bureaucracies
across the country that, in many cases,
absolutely resist school choice and have
no desire to compete. Vouchers, by the
way, are not the only way to have school
choice. You could also have a tuition
tax credit for parents who send their
children to private schools that charge
tuition. This is very similar to the type
of tax credit the President is now pro-
posing for the thirteenth and fourteenth
years of education, what he calls his
I lope Scholarships.

If you can introduce choice and com-
petition into the educational market-
place, it leads, I believe, to more paren-
tal involvement, higher parental satis-
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faction and greater pupil achievement.
If we can ever create a large enough
experiment, we will then be able to
demonstrate this link.

Thefeature article ill this issue rifThe
Georgetown Public Policy Review ex-
amines the effect schoolchoicecould have on
diversity. The authors suggest choicewould
have a detrimental impact on the diver-
sity of schools, even if parents believe
diversity should be a priority. What im-
pact do you believe school choice would
have 011 the diversity of schools? Do you
consider diversity a priority?

If diversity were a priority in public
education, why aren't we still busing?
That is the first question I would ask
the authors in return. Why is forced
busing, which we experimented with in
the 1960s and 1970s, widely regarded
as a failure? Why is it that communities
that used to bus their children out to
other communities or to another school
across town want to bring those chil-
dren back? I think diversity is impor-
tant, we are a diverse heterogeneous
society. I do not think our schools should
be an experiment in diversity. Our
schools should be devoted first and
foremost to learning and to preparing
students to lead productive adult lives.

I would point out that when we talk
about private education, we have a pretty
good model in the Catholic schools.
The Catholic schools are very success-
ful. They arc able to provide a high
quality education at a significantly lower
cost than required to educate children
in public schools. So, let's not jump to
any conclusions. Let's see what hap-
pens in New York City where the
Catholic Diocese has said, send us a
thousand of your lowest-performing stu-
dents. These arc children who come
from very poor socioeconomic back-
grounds. Let's see what happens there.
That's going to bring greater diversity
to the parochial schools, which are al-
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ready very diverse and very integrated. I
will also predict that it will lead to
tremendous academic improvement on
the part of those thousand young people,
who will be getting a better education
and more opportunities for the future

f0

by virtue of going to a parochial school
in New York City rather than to public
schools. So, let's wait and sec, and let's
remember what the real problem is in
education,

Representative Frank Riggs is currently in his third term in the United States Congress
representing California's first district. InJanuary 1997 he was appointed as Chairman of the
House Subcommittee on Early Childhood, Youth and Families, part of the Education and the
Workplace Committee. In addition to authoring all primary and secondary public school policy,
the Subcommittee is responsible for special education needs, school lunch and child nutrition
programs, Head Start and education technology.
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School choice reforms introduce market-like competition and enable
parents to select schools for their children based on their preferences for curricular
offerings, location, student body characteristics, instructional philosophy and
other variables. In this article, we focus on the question of student body
heterogeneity: how might choice systems affect the racial, ethnic or gender
composition of schools? Vic apply a simulation model that provides insight
into the aggregate effects of individual parental decisions. Our results suggest that
even if parents prefer an integrated school environment for their children, free
choice could lead to highly segregated schools. We suggest that policymakers
consider this possibility as they deliberate over various choice proposals.

INTRODUCTION

School choice-the code word for an
array of alternatives to the conventional
neighborhood school system, includ-
ing public-school-only programs, char-
ter schools and vouchers for private and
parochial schools-has become the dar-
ling and the devil of education reform.
Hailed by some as a panacea for our
ailing schools (Chubb and Moe 1990)

and loathed by others as poison that
will destroy two centuries of educa-
tional progress and opportunity
(Cookson 1994), choice attracts peren-
nial public and political attention. Even
the President, in his landmark educa-
tion-oriented State of the Union Ad-
dress, included public school choice in
his ten-step program for national com-
mitment to better education.

AUTHORS' !'JOTE: The authors are grateful to the editors and anonymous reviewers
for their suggestions. In addition, we wish to thank Ewart Thomas for some very
helpful insights and the many students in Dr. Feuer's Education Policy courses for
their critical questions and comments.
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This paper explores one aspect of
the choice debate, namely the potential
effects of choice on the racial composi-
tion of schools. We apply a simulation
model to address the following ques-
tion: how do individual parental prefer-
ences for the homogeneity of their
children's schools affect the ultimate
racial composition of those schools>'
Our results suggest that even if parents
prefer an integrated environment for
their children, free choice and move-
ment could lead to highly segregated
schools. The possibility of this unfortu-
nate outcome, we suggest, needs to be
included in the continuing policy de-
bate over choice and alternatives to
reform.

BACKGROUND
The current debate over education re-
form in America is dominated by two
schools of policy analysis. The first,
embodied in most standards-based re-
form initiatives such as Goals 2000,
takes the basic structure of public edu-
cation as given and assumes that im-
proved definition of the goals of school-
ing, higher standards for teaching and
learning, stronger incentives for perfor-
mance and more stringent individual
and institutional accountability can lead
to improved educational outcomes (see,
Smith and O'Day 1991; Cohen 1995;
Elmore and Fuhrman 1996).

The most persistent rival model as-
sumes that the bureaucratic structure of
American education is inherently flawed
and that academic progress will be im-
possible without a radical overhaul of
the basic economic and governance
structures of public schooling (see,
Chubb and Moe 1990). Drawing heavily
on familiar economic theory, advocates
of choice predict that unleashing the
power of markets will result in greater
efficiency, greater eqmty and higher
achievement. In varymg degrees, school
choice models grant parents the power

to select the schools their children will
attend, on the assumption that the re-
sulting competition will create incen-
tives for improved quality of teaching
and learning. Not surprisingly, advo-
cates of choice fashion themselves as
radicals and view their opponents as
conservative apologists of the status
quo. As a result, introducing choice in
school reform initiatives inevitably
causes controversy and raises the stri-
dency of political debate.'

Nevertheless, both of the main
camps-those favoring market models
and those advocating the preservation
of a political system of governance-
agree on certain key points. Nearly ev-
eryone believes that our academic stan-
dards, as measured by performance on
various national assessments and inter-
national comparative studies, need to
be raised (see, Nation at Risk 1983;
Murnane and Levy 1996); and both
camps profess a commitment to eradi-
cating fundamental racial, ethnic and
socioeconomic inequalities in cduca-
tional opportunity. Indeed, both of
these objectives-higher standards of
performance and increased opportu-
nity-find equally vocal support among
advocates of standards-based reform
and school choice." Their main dis-
agreement is over means, not ends.'

This paper focuses on what might
be labeled by some as a side effect of
education policy and by others as a core
consideration in choosing among policy
options. We sidestep the empirical ques-
tions about achievement (that is, under
which model of school governance
would children learn more of certain
agreed-upon subject domains) and fo-
cus on the possible effects that school
choice could have on the ethnic, racial
and socio-economic composition of
schools." We raise the following basic
question: assuming that parents may
include in their school choice decisions
factors such as the ethnic and racial
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homogeneity of classrooms, what are
some predictable consequences of
school choice for the resulting demo-
graphic composition of schools? More
specifically, what are some predictable
aggregate effects of individual choices
that derive from different preferences
of parents for the ethnic and racial
heterogenei ty of their children's
schools? Although classroom and
school diversity may be tied implicitly
to achievement," we limit our analysis
in this paper to compositional effects.

We apply a variant of Thomas
Schelling's "Self-Forming Neighbor-
hood Model" (Schelling 1978) and
show via simulation how the aggrega-
tion of rational individual choices may
yield unwanted-and apparently
nonrational-social consequences. Of
special interest in this analysis is the
fmding that even if individual prefer-
ences are "egalitarian," that is, if all
parents in a community are assumed to
favor heterogeneous environments for
their children, the aggregation of their
individual preferences could yield highly
segregated environments. This result
has the flavor of "tragic" solutions fa-
miliar to students of social choice (sec,
Arrow 1963; Hardin 1968) and offers
an insight into the school choice de-
bate that is not typically found in the
education policy literature.

The next section of the paper pro-
vides a brief contextual overview of the
policy debate over school choice, with
emphasis on the basic assumptions un-
derlying the market model as applied to
education. We then review and explain
the Schelling model, show how it can
be applied to the analysis of parental
preferences and their effects on school
composition and summarize the results
of a set of simulations. We include a
brief section with caveats, noting the
prclimmary stage of development of
this model and the need to avoid over-
interpreting the results. The final sec-
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tions offer preliminary suggestions about
the policy implications of the analysis
and opportunities for further research.

School Choice
A majority of Americans perceive a

problem with the American educational
system and express support for school
choice. A 1991 Gallup Poll of the
public's attitude towards public schools
found only 21 percent of people gave
the nation's schools a grade of A or B,
while 62 percent favored public school
choice (Pearson 1993). This trend re-
flects growing frustration with the sta-
tus quo model of education reforms
that appear to have had limited, if any,
impact on student achievement or the
bridging of the achievement gap be-
tween various groupS.8 Despite mixed
empirical evidence on the condition of
education, proposals for radical restruc-
turing-such as choice and privatization-
have held wide popular appeal and have
cut across traditional political lines.
Since the early 1980s, school choice
has enjoyed support from the ideologi-
cally divergent administrations of
Ronald Reagan, George Bush and Bill
Clinton. Conservatives embrace choice
by virtue of its emphasis on local con-
trol, individual freedom and limited
government intervention (Cookson
1994). Others favor mixed approaches.
President Clinton, for example, sup-
ports school choice limited to public
schools, which rules out voucher plans
that would grant parents the right to
use public money to send their children
to private or parochial schools.

The basic argument for choice,
which derives from Milton Friedman's
suggestion for privatization and vouch-
ers as an alternative for public school-
ing (Friedman 1955, 1962), is that the
"democratically controlled school struc-
ture tends to promote organizational
characteristics that are ill-suited to the
effective performance of American pub-
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lic schools" (Chubb and Moe 1990,
21).9 The school choice model, on the
other hand, offers the virtues of a free
market system-individual freedom to
choose among competing goods or ser-
vices. Assuming individual self-inter-
est, perfect information over the choice
set and zero transactions costs, school
choice is expected to yield the socially
optimal aggregation of preferences. The
competitive model is expected to force
the bad schools out and keep the good
schools in, with clear implications for
the quality of education."

It is important to note that "self-
interest" does notnecessarilymean "act-
ing selfishly." Rather, self-interest
means that individuals weigh their al-
ternatives based upon what they expect
to gain or lose (Rinehart and Lee 1991),
which leaves open the possibility that
individuals will prefer what is best for
the collective; in short, altruism is ad-
mitted as an expression of self-inter-
est." More specifically, we assume in
this analysis that decisionmakers in-
clude both altruistic and more tradi-
tional self-interest-seeking factors
among their objectives.

The Schelling Model
The "Self-Forming Neighborhood

Model," (Schelling 1978) is one in a
class of models that illuminates the
paradoxes of individual choice and so-
cietal outcomes. These models, includ-
ing variations on the "prisoners' di-
lemma" (Poundstone 1992), the "trag-
edy of the commons" (Hardin 1968),
the voter paradox (Arrow 1963) and the
free rider problem in public economics
(Musgrave 1959) have been among the
most compelling contributions of po-
litical economy to the understanding of
human affairs. They have also estab-
lished a firm social-scientific footing
for government involvement in the
workings of markets. Indeed, the propo-
sition that markets can fail even under

circumstances of ration-al individual
decisionmaking with full information
has been as powerful a lesson of eco-
nomics as the competitive model itself.
These modcIs help us understand the
conditions under which rational, in-
formed, self-interest-seeking behavior
yields social outcomes that fail to satisfy
either a logical criterion (as in the case
of the Arrow theorem) or a social wel-
fare criterion such as the Pareto rule (as
in the case of the prisoners' dilemma).

Perhaps the most biting aspect of
these models is that bad outcomes do
not require bad or irrational behavior.
On the contrary, the suboptimal out-
comes derive from good (or at least
nonintentionally harmful) acts carried
out by well-informed and rational actors.
The fact that ill-intentioned individu-
als can together cause societal harm is
hardly worth noting; but when basi-
cally good actions lead to coun-
terintuitive and harmful effects, the im-
plications can be profoundly disturb-
ing. Shall we abridge the freedom of
individuals to behave rationally for the
sake of a "greater social good?" What
forms of mutual coercion are accept-
able in a democratic society?" Not sur-
prisingly, these models often ignite im-
passioned debates over individual free-
dom and collective action.

In the Schelling neighborhood
model, squares on a checkerboard rep-
resent residences; two groups with dis-
tinguishable features (for example, race,
ethnicity and economic status) occupy
these residences; and the eight squares
that surround each square represent an
individua1's neighborhood. Assume fur-
ther that the initial community, or con-
stellation of neighborhoods, is given.
For simulation purposes, the commu-
nity can be proscribed or randomly de-
termined. Finally, assume that indi-
vidual preferences are known regarding
the desired degree of heterogeneity of
the neighborhood-defined as the num-



School Choice and the Diversity of Schools

ber of similar individuals surrounding
one's own square. This set of prefer-
ences reflects what Schelling refers to
as the level of"tolcrance" that individu-
als have for the presence of the other
group in their neighborhood.

Once the community is established,
individuals assess their neighborhood
situation and are assumed to be able to
move to a different location more com-
patible with their preferences for neigh-
borhood heterogeneity. For example, if
both groups prefer to have at least half
of their neighbors alike, but an indi-
vidual is currently in a square that docs
not satisfy this criterion, then that indi-
vidual will move to a different square on
the board that achieves or exceeds the
50 percent level. Chart 1 provides a
graphical depiction of an alternating
pattern that satisfies these preferences
for two groups designated by the letters
X and 0.13

Consider now the cascadi ng effects
of mobility. Every time an individual
moves, he or she changes the composi-
tion of adjoining neighborhoods, forc-
ing the occupants of those neighbor-
hoods to reassess their situations and
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move or stay accordingly. Each
individual's satisfaction, therefore, is
conditional upon the actions of others.
When all individuals are situated in
satisfactory squares, or when there are
no other squares available which satisfy
their preferences, movement ceases.

Experimenting with various sce-
narios under this framework illustrates
the significance of this interdependence
in two important respects. First, the
actions of one dissatisfied person in-
voke a chain reaction of movements.
Thus, achieving a stable outcome-de-
fined as a community in which all indi-
viduals are satisfied with their respec-
tive neighborhoods-is a lengthy pro-
cess. Second, this series of movements
can radically alter a community's com-
position, and therefore the actions of
one individual can have a major impact
on the feasibility of attaining a pre-
ferred community outcome. Note that
by preferred community outcome we
mean one that reflects individual pref-
erences for heterogeneity.

A dramatic outcome of this indi-
vidual choice model is that even if we
assume that individuals have an "egali-

Chart 1: Heterogeneity Satisfied

x 0 X 0 X 0

X 0 X 0 X 0 X 0

0 X 0 X () X 0 X

X 0 X 0 X 0 X 0

0 X () X 0 X 0 X

X 0 X 0 X 0 X 0

0 X 0 X 0 X 0 X

0 X () X () X
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tarian" preference for their neighbor-
hood, that is, they will tolerate a rela-
tively high proportion of individuals
unlike themselves, the final aggregated
outcome is not integrated. Chart 2
shows such an outcome of a set of
egalitarian individuals' choices: each
individual wants something more than
a third of its neighbors to be like itself.
In the end, most individuals occupy a
square that has a satisfactory neighbor-
hood, but when the board is viewed as
a whole, the community is segregated.

THE MODEL ApPLIED TO SCHOOL

CHOICE

Assume that Schelling's checkerboard
is a school district, each neighborhood

depiction of egalitarianism and racial
harmony. However, even in this rosy
scenario our simulation will suggest
that schools may still end up racially
segregated. We now consider alterna-
tive definitions of egalitarian and ex-
plore their effects on the social out-
come.

Consider the decisionmaking cal-
culus of an egalitarian parent whose
choice of school is based on the exist-
ence of a solid racial balance. Such a
parent would view the school in its
entirety and determine if that learning
environment was sufficiently diversi-
fied. Assume that if either race is over-
represented, then the parent would look
for another school whose racial compo-

Chart 2: I Ieterogeneity Unsatisfied

x X 0 X X

X X X 0 0 0 X X

X X 0 0 0 X

X 0 0 0 0 0

0 0 0 X 0 0 0

0 X X X 0 0 0

X X X X

() 0 X

is a school, and the occupants of squares
are the parents (or their children) of two
distinguishable groups. Under the as-
sumptions and preferences of the Self-
Forming Neighborhood Model, as de-
scribed in the example above, even if
parents desire integrated schools for
their children, the result would fail to
meet that criterion. We note that the
assumption that parents will choose
schools where their group is not over-
represented may be an overly optimistic

sition was more evenly distributed, This
changes the decision rule governing
mobility on the checkerboard in a fun-
damental way, In Schelling's model,
individuals assessed the number of simi-
lar neighbors and moved only if their
own group identity was under-repre-
sented. In this variant, we assume that
both groups share a strong belief in
diversity, and that they will only be
satisfied if neither group constitutes a
majority of over 60 percent of the total
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student population. In essence, this
means that we introduce a second limit
into each individual's preferences, which
compels a move if their own group is
over- represented.

There is another important differ-
ence between Schelling's integration-
ist neighbor and the egalitarian parent
in this model. For a parent to be con-
cerned with a balance between races,
he or she must view the school as a
community. This stipulation requires
that each parent include his or her own
child in the calculation of their child's
racial representation in the school. In
terms of the model, each individual
would assess the balance among the
nine squares on the checkerboard that
comprise the school, not just the eight
that surround it. In this way, we assume
that parents as individuals desire an
outcome that benefits the collective.

Would parents like these be able to

satisfy their own egalitarian preferences
and achieve racial balance in the schools?
Writ large, if individuals think collec-
tively, can free choice result in a soci-
etally preferred outcome? We attempt
to shed light on these questions by
modeling the aggregate effects of these
egalitarian parents.

SIMULATION RESULTS

Let us state briefly the structure and
assumptions of the model. We assume
that the school district is closed, mean-
ing parents cannot enter or leave the
area. Also, only one parent can move at
a time. Subsequent moves take place
only after a parent moves and school
ratios are reassessed. Inherent in this
assumption is that all parents have per-
fect information about the composi-
tion of all schools in the district and
that mobility is costless. Finally, there
are no limits to the number of moves
each parent can make.

Four trials were simulated in our
analysis. In these trials, mobility con-
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tinued until all of the parents satisfied
their heterogeneity preference or no
alternative school existed to fulfill them.
Any parent facing this predicament
was labeled as "stuck," meaning that
their preferences could not be met. In
all simulations, parents were assumed
to prefer that neither group constituted
a majority of over 60 percent of the total
student population. Initial group distri-
bution, the size of the school district,
the number of iterations necessary to
achieve a stable outcome and the pro-
portion of dissatisfied parents varied
over the four trials. General results of
each trial follow (see Table 1) and a
detailed description of our methods can
be found in the Technical Appendix.

After randomly assigning individu-
als to schools within the district, the
initial condition of the first four-by-
four trial began with one group com-
prising 58 percent of the population
and the other 42 percent of the popula-
tion. After two complete iterations, 33
percent of all parents in the resulting
district did not have their heterogeneity
preferences met. Specifically, 43 per-
cent of the parents constituting the
majority group and 20 percent of the
minority were stuck. The second four-
by-four trial had a different initial distri-
bution but had similar results. In this
trial, parents in the majority group con-
stituted 67 percent of all parents. After
five iterations, 58 percent of all parents
were stuck-75 percent of the majority
and 25 percent of the minority groups.

Although only two trials of this size
were conducted, several outcomes re-
lated to the imbalance between groups
in the school district are noteworthy.
First, a greater percentage of parents in
the majority group, relative to the mi-
nority, were unable to fulfill their pref-
erences for a diversified school. Sec-
ond, as group representation became
more unbalanced, not only did the num-
ber of iterations increase, but an even
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greater proportion of parents were un-
satisfied. Finally, the number of dissat-
isfied majority parents also tended to
increase as the group representation
diverged from an equal distribution.

A similar random assignment
method to schools was used to set up
the two simulations with eight-by-eight
grids. The first simulation (labeled "Trial
3" in Table 1) with this larger model
began with a 57 percent majority for
one set of parents. After 11 iterations,
25 percent of all parents were unable to
find a school that met their preferences,
and 43 percent of the majority group
were stuck. Surprisingly, no minority
parents were unsatisfied. The second
eight-by-eight school district (labeled
"Trial 4" in Table 1) began with one
group of parents representing a 53 per-
cent majority. After seven iterations, 35
percent of all parents were unsatisfied;
comparatively, 42 percent of the major-
ity and 26 percent of the minority could
not fulfill their preferences.

As was noted for the smaller trials,
as the imbalance of the group distribu-
tion grew, so did the number of itera-
tions needed to achieve stability and
the percentage of majority parents un-
able to satisfy their preferences for a
diversified school. However, unlike the
results of the four-by-four grids, the
overall percentage of dissatisfied par-
ents decreased as the imbalance in-
creased.

Although we varied school district
sizes and group compositions, none of
these scenarios resulted in an integrated
school district. Even though eachparent's
priference supported integration, this out-
come was not obtained. It would appear
that collective action is necessary to
fully integrate a school district with
egalitarian preferences. It is also inter-
esting to note that a greater portion of
the maJonty was unsatisfied with the
results of the model. Not only does
collective action seem necessary for

III

society's well-being, but since the ma-
jority is affected most, they can facili-
tate this action to obtain the preferred
outcome.

Our results support the findings of
other social choice models that an indi-
vidual choice framework in an egalitar-
ian society will not necessarily maxi-
mize the societal well-being. In the
final trial, although more members of
the majority were unhappy with the
outcome, some members of the minor-
ity were also displeased. This society,
which consisted of a very even distribu-
tion of the two groups, resulted in a
larger total number of parents whose
preferences were not met than was ob-
served in the first eight-by-eight trial.
Even though it seems that there would
be a greater probability to reduce the
number of dissatisfied parents if the
initial distribution was equivalent, the
results from this trial suggest the oppo-
site. Regardless of this outcome, the
general conclusion remains: a free mar-
ket system would not fully integrate
this egalitarian society.

CAVEATS AND VARJANTS OF THE
MODEL

In the basic Schelling model, individu-
als are assumed to make residential
choices based solely on the characteris-
tics of the neighborhood in which they
currently live and of the neighborhood
to which they move. Thus, using the
checkerboard, choices are determined
by inspection of the immediately con-
tiguous squares to one's own." The
disadvantage of this assumption is evi-
dent: the quality of one's neighborhood
surely depends on more than one's next
door neighbors. Suppose, for example,
that one's contiguous neighbors meet
the desired criterion of homogeneity or
heterogeneity, but that in the next con-
centric circle-call it the neighborhood
once-removed-the criterion is grossly
violated. Clearly this situation would
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alter the decision rule, change the mo-
bility pattern and produce a different
equilibrium.

A further difficulty arises because of
possible ex-post changes in preferences.
Though individuals might move with
the expectation of finding a satisfactory
neighborhood, their preference for more
or less homogeneity might change af-
ter the fact, especially if one allows for
the effects from beyond the contiguous
neighbors. Preferences might also
change as a result of how the contigu-
ous and surrounding neighborhoods
allocate goods and services, or as a
result of how boundaries are drawn
between contiguous and surrounding
neighborhoods. If one moves to a
neighborhood in pursuit of one's pref-
erences for racial heterogeneity, for ex-
ample, but boundaries between neigh-
borhoods are redrawn so as to alter the
actual population mix, then the equilib-
rium would not necessarily remain
stable.

Finally, one might relax the assump-
tion that all players in the Schelling
game have identical preferences for
homogeneity. Under a pattern of dis-
tributed preferences, ranging from zero
tolerance for diversity (the extreme
"homogenist") to zero tolerance for
sameness (the extreme "heterogenist"),
what would be the equilibrium racial
balance? Moreover, how might indi-
vidual A's preferences change as a re-
sult of A's awareness that B has differ-
ent preferences? These interaction ef-
fects are not explicitly accounted for in
the basic residential mobility model.

Thus, the basic Schelling model,
though compelling conceptually, could
not be expected to predict actual resi-
dential mobility patterns unless certain
dynamic conditions are incorporated.
Similarly, the application to school
choice, as presented in this paper, should
not be taken too literally. We note, for
example, that the model cannot in its

current form account for the fact that
schools-unlike neighborhoods-have
physical boundaries. Unlike the resi-
dential model in which an individual
can theoretically live in overlapping
neighborhoods, depending on which
set of squares are used to define the
neighborhood, the school model falls
short because a student cannot attend
more than one school at a time. We
acknowledge that the model would not
necessarily provide an accurate predic-
tion of the racial composition of exist-
ing schools with fixed boundaries.

One can sidestep this problem by
simply drawing in fixed boundaries
around some finite cluster of squares-
call those clusters schools-and allow
for mobility only into and out from the
predefined clusters. Though more real-
istic in one sense, this variation has
other problems. For example, school
size is not necessarily fixed, and mobil-
ity would likely be driven primarily by
vacancies rather than by attention to
population homogeneity.

Alternatively, one might imagine
that the physical boundaries of schools-
their walls, so to speak-will be erected
only after the preferences of individual
parents are exercised. In such a sce-
nario, one would need to introduce a
stochastic element to the checkerboard
game and model the choice decision as
being governed by one's perception of
the probability that schools will be built
around certain clusters of squares. This
dynamic variant, although beyond the
scope of this paper, might provide an-
other set of insights to the basic issue,
namely how individual preferences ag-
gregate into social outcomes.

Finally, our model in its current form
does not account explicitly for other
factors that would necessarily deter-
mine school composition. In this paper
we do not consider class sizes, resources,
specialty of academic offerings and
other issues that would realistically en-
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ter into the choice equation. This re-
striction was not made because these
issues are not relevant but rather be-
cause we wish to examine the impact of
school choice on integration specifi-
cally. In essence, we hold all other
factors equal in the preferences of par-
ents and isolate the impact of their
preference for group composition.

OPPORTUNITIES FOR FURTHER
RESEARCH

Our simulation results suggest that
school choice may lead to suboptimal
demographic composition in schools;
this non-traditional perspective of the
effects of choice invites many opportu-
nities for further study. One avenue is
suggested in the dynamic variant men-
tioned above. Another possibility in-
volves relaxing the assumption of par-
ents' absolute preference level to allow
them to choose schools that better re-
flect their desire for heterogeneity. In
other words, parents could move their
children to schools that approach their
desired group distribution preference
but do not meet it absolutely. In this
way, the set of choices that parents
have would increase substantially.

Automating this process would dra-
matically increase the possibilities for
varying the basic model. Size of district,
introduction of physical school bound-
aries, relaxed preference assumptions
and other variants could be easily intro-
duced. For example, not only would
automation enable the researcher to
adjust parents' preferences and observe
patterns of outcomes, but it could ex-
pand the analysis to include trades. For
instance, if unsatisfied parents were
allowed to collaborate, it could be pos-
sible for them to trade and improve the
status of the whole community. As-
suming that all parents whose prefer-
ences are not met are equally unhappy
regardless of the actual group distribu-
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tion ratio, Pareto optimal trades could
be made without making a parentworse
off than he or she was before the trade.
The end result of this trade would be
one fewer unsatisfied parent, which
increases the overall societal well-be-
mg.

POLICY IMPLICATIONS

Many believe that granting full au-
tonomy to parents to decide where their
children attend school is necessary to
reform the American educational sys-
tem. However, as demonstrated in this
paper, the impact on the demographic
composition of our schools may be un-
desirable. Specifically, our model re-
sults suggest that market-based educa-
tion reforms can lead to segregated
schools even if parental preferences are
assumed to place a high value on diver-
sity.

One-third of parents in America
believe that racial or ethnic composi-
tion of a school is an important factor in
school choice (Hirsch 1994), suggest-
ing that school composition is a priority
on the collective agenda. As our school
choice model suggests, group composi-
tion preferences may not be attainable
under a market system of individual
choice. As an example of a market
failure, the analysis further suggests the
intervention of a non-market entity to
achieve such societally desired out-
comes.

The possible merits of school choice
are many and have been widely dis-
cussed in the education policy litera-
hire. Those possibilities notwithstand-
ing, it is critical for policymakers to be
aware of the potential for increased
segregation that may result, even
uninrcndcdly, from choice models. As
we turn our collective attention to the
market in education, we must consider
what we may lose, in addition to what
we may gain. An appropriate, balanced
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way for policymakers to approach school
reform must include a policy's impact
on all aspects of schooling.

TECHNICAL ApPENDIX

This section provides more detail
about the methods and mechanics of
the trial simulations presented in the
body of this paper. Specifics of one
four-by-four and one eight-by-eight

Chart 3: Trial #1 - Initial4x4
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trial are provided. Additionally, we dem-
onstrate how the assumption of a fixed
preference for homogeneity could be
relaxed and applied to the model.

In the first trial, a four-by-four school
district (16 slots) was created. This grid
is smaller in size than the Schelling
model, but the basic school district con-
struction techniques are similar. Two
sets of coins were used to represent two
groups. Initially, eight pennies and eight
dimes were randomly assigned to the
grid in the following manner: each space
on the grid was given a number one to
sixteen, a corresponding number was
printed onto a small sheet of paper and
the numbers were drawn at random. A
coin was flipped to determine which
coin would be placed onto the board
first. Using an alternating pattern, the
subsequent coins were placed on the
board.

In order to create a situation in which
parents had an opportunity to move,
four coins were randomly removed from
the grid. These spaces gave the coins
the potential to move to other schools
with different racial distributions. The
initial school district model contained
seven dimes and five pennies (see Chart
3 for initial coin placement).

Beginning in the upper left-hand
corner of the grid, the ratio of pennies
to dimes was evaluated in the coin's
school. Again, the coin's school is de-
fined as the space in which the coin
resides plus the number of coins sur-
rounding all adjacent spaces. For ex-
ample (see Chart 3), a dime is in slot 1.
There are three spaces adjacent to slot
1 (2,5 and 6). Therefore, slot I's school
consists of four slots, but in this case
only three coins. There are two dimes

Chart 4: Trial #1 - Final 4x4
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and one penny. Therefore, the dime in
slot 1 is part of a 67 percent majority,
which violates its preferences. If pos-
sible, this coin will move to another
school where its preferences are met.

After an initial iteration it was no-
ticed that in some instances a coin that
desired to move could not. In other
words, nowhere in the school district
could the coin find a school where its
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Chart 5: Trial #3 - Ini tial 8x8
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preferences were met. This coin is la-
beled as "stuck." This label docs not
mean that the C01l1 can never move
again. It simply denotes that in the
present iteration its preferences cannot
be fulfilled. Each coin's school was
analyzed until every coin's preferences
were met or coins were stuck so no
additional moves could be made. Chart
4 shows the final distribution of coins.

In order to test the framework in a
larger setting, the grid was expanded to
eight-by-eight (64 slots). The methods
of coin placement differed slightly from
the four-by-four model. Initially, the 64
coins were divided into two groups: 38
dimes (approximately 60 percent) and
26 pennies (approximately 40 percent).
Using the blind number draw, these
coins were randomly placed on the
board. To create moving opportunities
for this expanded model, 15 coins were
removed at random. As pictured in Chart
5 the initial school district resulted in
28 dimes (57 percent majority) and 21
pennies (43 percent minority).

As with the four-by-four model,
starting in the upper left-hand corner,
each individual's school district was
evaluated and all possible moves were
conducted. The same assumptions were
utilized, and the point at which the
iterations ceased was determined in the
same manner. After 11 iterations, no
additional moves could be made.

I t is interesting to note that in Chart
6, the coin in slot 29 currently attends a
school where it is a part of a 100 percent
majority. Even though there are no
other schools that will conform to its
preferences, slot 23 presents an intrigu-
ing possibility. If the dime moves from
slot 29 to slot 23, then it will move into
a school where it is part of a two-thirds
majority, a seemingly more tolerable
ratio. However, since degrees of hap pi-
ness and unhappiness were not included
as part of the initial preference frame-
work, these movements should be re-

viewed as an area of further research. If
it is initially assumed that an individual
prefers school ratios closer to the 40:60
ratio, then moves such as the one listed
above could reduce the number of stuck
individuals. Although a few additional
moves may exist, it is unlikely that
making th~ preferences more specific
will lead to an integrated society stem-
ming from individual choice.

Notes

"The opinions in this paper are the
authors' and do not necessarily reflect the
position of the National Academy of Sci-
ences or the National Research Council.

2For a simulation of choice that is based
on alternative school finance policies, see
Manski 1994.

'Perhaps the best example is the failure
offormer President Bush's America 2000
plan in the 102nd Congress, when broad
bipartisan support for most of the plan
collapsed under the weight oflast-minute
efforts to insert provisions allowing for
vouchers.

"The alleged tradeoff between high
standards and increased access has been a
persistent strain in the American educa-
tion policy debate (for an eloquen t his tori -
cal review see Cremin 1990).

'The means-end dichotomy is not clean.
While it has become fashionable to argue
about educational outcomes, the subtext
in much of the reform debate is about how
children should be educated as much as
about what they should learn. Disentan-
gling the process and outcome issues in
school reform, though interesting, is be-
yond the scope of this paper.

6Most of the literature on school
choice-both for and against-focuses on
achievement outcomes. Sec, for example,
Clune and Witte (1990); Chubb and
Moe (1990).

7The debate over ability-grouping cen-
ters on the alleged connection between
diversity of students and the overall aca-
demic l~vcl of the classroom or school. See,
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Oakes (1985) for the strongest empirical
argument against grouping as a means
toward improved outcomes for low achiev-
ing students (and, inversely, reduced out-
comes for high achieving students).

"For cornpcllingcvidence on the shrink-
inggap between black and white students,
as measured by the National Assessment of
Educational Progress, sec, Linn and
Dunbar (1990). Analysis of discrepancies
between empirical data and public percep-
tion is beyond our current scope. See,
however, Berliner and Biddle (1995) or
Cremin (1990) fordiscussion of this issue.

"Manski notes that the first voucher
plan in the US was proposed by Thomas
Paine in 1792. See Manski (1994) and
West (1967) for discussion.

IOWhether choice programs can be en-
gineered to maintain racial integration,
however, is still uncertain. Murnane and
Levy (1996) have found that early choice
programs that included provisions to en-
sure tha t low- income and mi nori ty paren ts
would have access to schools attended by
middle-class students were all defeated by
middle-class voters.

IIBut see Williamson (1975) for dis-
cussion of interaction effects when both
self-interest and altruism are present.

12For discussion of mutually-agreed
upon coercion as a solution to public goods
problems, sec, Olson (1965).

uTo facilitate the simulation, we used
pennies and dimes on a real checkerboard;
any labels for two distinguishable groups,
obviously, can be substituted in the analy-
SIS.

"Note that the position of the indi-
vidual will affect the size of the school.
Individuals inhabiting corner areas will
have a smaller number of adjacent squares
than individuals in the middle of the dis-
trict.

II?
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The Work Status of Seasonal Agricultural
Workers in the Post-IRCA Period

CAROL M. HALL

Georgetown University

. By.granting amnesty to illegal seasonal agricultural workers through the
Immigration Reform and Control Act of 1986 (IRCA), policymakers believed
that these workers would gain leverage to improve their work status, characterized
by low wages and substandard working conditions. The findings of this study
suggest that legalization has, in fact, led to a small step forward in improving the
non-wage work status of these workers. However, more comprehensive measures
are required if policymakers propose to improve the work status of seasonal
agricultural workers in a meaningful way.

INTRODUCTION

Under the Immigration Reform and
Control Act (IRCA) of 1986, more
than one million seasonal agricultural
workers were granted legal status as
part of the Special Agricultural Worker
(SAW) program. The SAW program
promised to give seasonal agricultural
workers sufficient leverage to improve
their work status, often characterized
by low pay and substandard working
conditions, by legalizing the existing
workforce and blocking the flow of new
illegal immigration. Since implemen-
tation ofIRCA, numerous studies have
found that its agricultural provisions
have actually encouraged the inflow of
illegal immigrants. Research, however,
has been less rigorous concerning
IRCA's effect on the work status of
seasonal agricultural workers. This ar-
ticle helps to fill this gap by examining
whether workers legalized under the
Act have better working conditions and
fringe benefits coverage than similar
f()reign-born agricultural workers.

Seasonal agricultural workers, as a
group, earn low wages and often lack
basic benefits and working conditions.
For purposes of this article, the term
seasonal agricultural workers refers to
the United States Department of Agri-
culture (USDA) definition for Seasonal
Agricultural Services (SAS) workers,
which applies to all workers in fruits,
nuts and vegetable crops as well as the
vast majority of nursery products, cash
grains and field crops. Recent studies
have found that as many as one in four
seasonal agricultural workers still lacks
either drinking water or toilets at their
work site (Department of Labor 1993).
Few have conventional employment
benefits like health insurance coverage
and paid holidays, while one in five
must pay for equipment and one in ten
must pay employers for transportation
to the work site. Work status tends to
be even lower among seasonal agricul-
tural workers who are migrants, un-
documented and employed by farm la-
bor contractors (FLCs), agents who act

AUTHOR'S NOTE: I would like to thank the US Department of Labor for making the
National Agricultural Workers Survey data set available for this analysis. Opinions
expressed in this study are my own, as are any errors.
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as mtcrrnediancs in recruiting, trans-
porting and employing agricultural
workers. Despite the often marginal
existence of these workers, little re-
search has focused on IRCA's effect on
their non-wage work status.

BACKGROUND
US agriculture has long provided an
open door for unskilled immigrants. Up
to one-fourth of the working-age im-
migrants who entered the US during
the 1990s were initially employed in the
fruit and vegetable sectors (Martin
1994b). Six in ten seasonal agricultural
workers are foreign-born, the vast ma-
jority of whom come from Mexico (see
Table 1). These workers are drawn to

terns from Mexican commurnncs to
US agricultural communities.

During the late 1970s and 1980s,
the US Government debated immigra-
tion reform legislation to address public
concerns about illegal immigration.
When IRCA was finally enacted in
1986, it was designed to limit illegal
immigration through the usc of em-
ployer sanctions, amnesty programs and
increased borderenforcementwhilc pro-
viding legal immigrants with protec-
tion against workplace discrimination.
The provisions regarding agriculture
included the following:

The Special Agricultural Worker
program granted legal status to illegal
aliens who did at least 90 days of US

Country

Table 1: SAS Workers' Place of Birth

Portion of Workers
us
Mexico
Other Lann American
Other Foreign

40%
55
3
2

the 75,000 US farms that rely on sea-
sonal labor to meet peak demand for
producing fruits, vegetables and horti-
cultural specialties (e.g., flowers, nurs-
ery products).

The agricultural system's reliance
on foreign labor has a historical basis in
the Bracero Program (1942-1964), a
treaty signed by Mexico and the US
during World War II to facilitate the
hiring of contract farm laborers (Valdes
1995). These braceros were guaranteed
a certain wage or corresponding piece
rate and a minimum standard of work-
ing conditions. Over the 1942-1964
period, the program was extended
through a series of agreements. This
program provided the systemic roots of
an economic and social network that
continues today in the migration pat-

farmwork during the year prior to en-
actment of IRCi\ (1985-1986).

The I-I-2A program (which replaced
the I-I-2 program for agriculture) al-
lowed alien workers to temporarily fill
US jobs if Americans were unavailable.
Under the H-2A program, employers
initiated the request for workers. This
program has shrunk since IRCA's pas-
sage.

The Replenishment Agricultural
Worker (RAW) program permi ttcd the
use of probationary immigrant agricul-
tural workers if newly legalized SAWs
left farmwork and labor shortages de-
veloped. Based on findings by the Sec-
retaries of Labor and Agriculture that
no agricultural labor shortages existed,
the RAW provision expired on Sep-
tember 30, 1993. Employer sanctions
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for hiring illegal immigrants for most
crop agriculture were deferred until
December 1988.

Worker advocates, such as the
United Farm Workers, supported the
SAW -RAW provisions on the grounds
that by legalizing and stabilizing the
agricultural workforce, SAWs would
have the power to negotiate for better
wages and working conditions. Simi-
larly, farmer organizations supported
the final compromise bill since it legal-
ized their current workforce while en-
suring that more workers would be per-
mitted to enter the US if labor short-
ages developed (Martin 1994b). There-
fore, in theory, IRCA promised that
farmers would have an adequate supply
of farm labor and that seasonal agricul-
tural workers would have a chance for
improved work status.

Despite these expectations, some
observers note that Congress passed
the provision as more of a last-minute
compromise than a carefully worded
and understood program, creating dif-
ficulties in Implementation (Perotti
1994). 1 For instance, even though esti-
mates of the number of illegal workers
in US agriculture were uncertain, the
USDA estimate of350,000 illegal agri-
cultural workers was used as a guideline
in designing IRCA. In comparison, 1.3
million illegal aliens-almost four times
as many as projected-applied for SAW
status. Slightly more than one million
SAW applicants were accepted.

In fact, research since passage of
IRCA has found that, contrary to ini-
tial expectations, excess labor supplies
have persisted while better wages and
conditions for agricultural workers have
failed to evolve (Commission on Agri-
cultural Workers 1993, Valdes 1995,
Martin 1994b).2In recent congressional
testimony, Mike Hancock (1995) of
the Farrnworker Justice Fund in DC,
argued that employers are still not com-
plying with basic labor laws such as the
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Occupational Safety and Health
Administration's field sanitation stan-
dard, which requires most farm em-
ployers to provide potable drinking wa-
ter, toilets and hand-washing facilities
in the fields.

Others assert that, rather than re-
ducing illegal immigration, the SAW
program created an open gateway to
the US, creating an opportunity for
widespread fraud and serving as a stimu-
Ius for immigration through the US
agricultural system (Martin 1994b,
Perotti 1994). The continuous inflow
of cheap labor, they argue, has under-
mined the ability of seasonal agricul-
tural workers to organize effectively and
improve their wages and working con-
ditions. The Department of Labor
(1994) has found that at least 12 per-
cent of agricultural workers are unem-
ployed at any time during the year. This
excess farm labor supply forces long-
term seasonal agricultural workers to
compete with newly-arrived and illegal
workers. With plenty oflabor available
to growers, it is cheaper for them to use
many workers for shorter periods rather
than fewer workers for longer periods.

In fact, many migrant agricultural
workers must travel long distances to
patch together several farm jobs over a
given year, for example, to pick apples
in Pennsylvania, lettuce in upstate New
York and citrus in Florida. About two
in five seasonal agricultural workers are
considered migrant agricultural work-
ers, defined as those who travel 75 miles
in search of a farm job. The burden of
this transitory employment, which is
associated with lower wages and poorer
working conditions than non-migrant
work, falls disproportionately on for-
eign-born Hispanic workers. As many
as one-half of foreign-born seasonal
agricultural workers arc migrants, and
95 percent of all foreign-born migrants
were born in Latin America (Depart-
ment of Labor 1993).
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Similarly, work status tends to be
lower among undocumented workers
and those employed by farm labor con-
tractors (FLCs). Since passage ofIRCA,
employment by FLCs has increased,
which some researchers suggest may
partly be the result of growers seeking
to circumvent responsibility for com-
plying with basic labor regulations (De-
partmen t of Labor 1994, Martin 1994b).
These farm contractors can lower labor
costs by making workers pay for equip-
ment, transportation, meals, housing
and other services. This growing prac-
tice suggests that non-wage factors
rather than earnings may be better indi-
cators of seasonal agricultural workers'
work status.

According to a report by the Depart-
ment of Labor, "Farm workers cannot
achieve and maintain improved pay and
working conditions while employers
and intermediaries can recruit newly-
arrived immigrants willing to work for
less" (1994, 38). As a result of the
abundance of legal and illegal agricul-
tural workers, it may be that the one-
time legalization wave has not been
sufficient to improve the work status of
SAWs.

RELATED STUDIES

Working Conditions, Fringe Benefits
and Workers' Compensation
Coverage

Relative to the vast theory on wage
determination, few empirical studies
have focused on determinants of non-
wage work status pertinent to this study,
such as working conditions, fringe ben-
efits and workers' compensation cover-
age. Theoretically, the determinants of
wages are also likely to be related to the
provision of fringe benefits, since these
benefits are a type of non-wage com-
pensation.

Numerous studies that focus on in-
come determination among seasonal

agricultural workers tend to build on
the basic human capital theory (Donato
and Massey 1993, Sorenson and Bean
1994, White-Means 1987). This theory
states that as investment in human
capital increases, productivity rises, re-
sulting in higher earnings. The basic
model takes into account demographic
characteristics of age, education, expe-
rience, training and occupation as de-
terminants of earnings (Mincer 1958).
Based on prior research, however, age,
education and work experience do not
appear to be strongly associated with
earnings of agricultural workers ..Massey
(1987) found that English proficiency,
job skills and experience were associ-
ated with hourly wages, not age and
education. Similarly, other studies have
found that education is not associated
with earnings (Frisvold, Mines and
Perloff1988, Donato and Massey 1993,
White-Means 1987).

The weak association between hu-
man capital characteristics and earn-
ings of seasonal agricultural workers
may be partly due to the unique nature
of the agricultural workforce. Doeringer
and Piore (1985) suggest that the "rates
of return to education and experience
are significantly lower" in secondary
labor markets, which are characterized
by limited upward mobility, low wages,
little job security, high turnover and
isolation from the primary labor market
(King 1990, 150). A theory which usu-
ally refers to inner city labor markets, it
may also be applicable to the seasonal
agricultural labor market, where educa-
tion serves as a bridge out of agricultural
labor rather than a boost to better jobs
within the sector. In addition, based on
the research finding that "piece rate
and self-employed workers will have
flatter and more variable wage rates
over their lifetime than will time rate
workers" (Lazear 1981,606), age may
have a more variable relationship to
wages among seasonal agricultural
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workers, than among workers in other
industries.

Several studies have considered de-
terminants of non-wage work status.
For instance, prior research found a
positive relationship between union-
ization and working conditions of non-
agricultural workers (Freeman 1981).
Chi (1985) found that migrant agricul-
tural workers with more work experi-
ence, higher productivity and good
mental health are more likely to receive
fringe benefits such as frec transporta-
tion and meals. The theory of compen-
sating differentials suggests that the
positive correlation between wages and
benefits found in most studies is due to
an unobserved variable that is corre-
lated with both outcomes. Currie and
Chaykowski (1995) state that although
this omitted variable might be a proxy
for factors, such as the quality of the
worker, the extent of screening by an
employer, or the propensity of a worker
to change jobs, an omission of a wage
variable in a non-wage determination
model can result in an over-estimation
of other factors associated with ben-
efits.

A study by Dunn (1985) attempted
to measure the welfare loss to migrant
agricultural workers resulting from the
non-provision of non-wage benefits.
While the "willingness-to-pay" tech-
niques utilized by this survey are con-
troversial (Diamond and Hausman
1994 ), Dunn's findings arc useful in
understanding how agricultural work-
ers value different non-wage character-
istics of work. The study collected in-
formation from 202 migrant agricul-
tural workers with comparable wages
on how much they would be willing to
pay to have a specified benefit, such as
pensions, paid sick leave, health-insur-
ance coverage, rest breaks, a portable
toilet, drinking water, improved hous-
1I1g and "non-arbitrary and impartial"
work rules. Dunn found that the great-
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est welfare losses resulted from lack of
benefits that enhance the physical com-
fort of workers on the job such as pro-
vision of toilets and drinking water at
the work site. Therefore, measures for
physical comfort such as access to sani-
tation services in the field are clearly
important measures of non-wage work
status.

IRCA's Effect on Agricultural
Workers

Under IRCA, the Department of
Labor is required to monitor changes in
the supply of seasonal agricultural la-
bor. As part of this congressional man-
date, the Department of Labor has
published five reports on seasonal agri-
cultural workers based on findings from
the National Agricultural Workers Sur-
vey (NAWS). These reports provide
descriptive statistics for SAS workers
since the passage of IRCA.

One report found that farm wages,
working conditions and income levels
have remained low in the post- IRCA
period (Department of Labor 1993).
The average annual personal income
for seasonal agricultural workers was
only $6,500 (sec Table 2). In particular,
the study found that overall real wages
for FLC employees declined from $5.38
to $4.62 during this period. For piece-
rate workers employed by FLCs, hourly
earnings declined even more, from $7 .11
in 1989 to $5.01 in 1991. During the
same period, the proportion of FLC
employees paid by piece rate (as op-
posed to an hourly wage) increased by
ten percentage points, from 26 to 36
percent. This finding is particularly
troublesome considering that the num-
ber of FLCs has grown in recent years.

In 1991, the study found that about
30 percent of SAWs lacked access to
work site sanitation facilities, and the
proportion of SAWs with paid vaca-
tions declined from 1989 to 1991. Other
information on benefits and work con-



126 The Georgetown Public Policy Review, 2:2 (Spring 1997)

Table 2: Real Personal Income (in 1989 dollars) and
#SAS days Worked, By Type of Employer

Employer Type #SAS days worked Average Annual
Personal Income

FLC 129 $ 4,700
Non-FLC 144 6,900
All 141 6,500

Source: Department of Labor 1<)91, Table 11.

ditions were not broken down for
SAWs.

Another Department of Labor re-
port (1994) portrays the work status of
migrant seasonal agricultural workers.
According to the report, the chronic
surplus of labor has led to a system in
which costs for items such as travel,
housing, health care, child care, inter-
mittent unemployment, training and
equipment have been transferred di-
rectly and indirectly to migrant work-
ers. This argument underscores the im-
portance of examining working condi-
tions and fringe benefits in assessing
the work status of agricultural workers.

HYPOTHESIS

This study tests the hypothesis that
SAWs have a higher non-wage work
status than other foreign-born seasonal
agricultural workers. Specifically, it tests
whether SAWs have better physical
working conditions than their counter-
parts, SAWs have higher coverage by
fringe benefits than their counterparts
and SAWs arc more likely to have
workers' compensation coverage than
their counterparts.

Since the SAW program promised
to gIve leverage to seasonal agricultural
workers to improve their work status, a
positive relationship ISexpected between
SAW status and physical working con-
ditions, coverage by fringe benefits and
workers' compensation coverage. If a

positive relationship is found, it would
suggest that workers are better off un-
der the SAW program.

DATABASE

To test these hypotheses, the study
uses data from the National Agricul-
tural Workers Survey (NAWS), which
since 1988 has collected information
from a total of 16,000 SAS workers on
their demographics, working and living
conditions. Administered under con-
tract of the Department of Labor by
Aguirre International of San Mateo,
California, the data base includes infor-
mation on key variables of interest to
this study. Legal status is differentiated
by SAWs, undocumented workers and
other legal foreign-born workers, which
include agricultural workers with green
cards as well as US citizens.' Other
survey design measures make NA WS a
good source of information on agricul-
tural workers. The survey samples and
interviews agricultural workers in three
cycles every year in order to account for
agriculture's seasonality. In addition,
the NA WS uses farmwork sites as the
basis for sampling and locating agricul-
tural workers."

While NA WS is one of the best
sources of data on US seasonal agricul-
tural workers, one of its limitations is
that it depends on workers' perceptions
about their work conditions and ben-
efits. For instance, a respondent might
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sav that he does not have workers' com-
pensatIOn even though he IS actually
eligible. While this limitation could
affect the findings, one might argue
that it is the perceptions that arc rel-
evant. In other words, if a worker does
not believe he is covered by workers'
compensation, then he is unlikely to
know how to collect it if he is injured on
the job.

More importantly, the survey in-
strument does not interview the same
individuals over time. While it does
collect three years of history for each
sampled farmworker, this history is
based on recollection and does not al-
low for longitudinal time series analy-
sis. As a result, the data only reflects
those workers who continue to work in
the agricultural sector, and it is un-
known if there are common character-
istics, such as a high level of education
among individuals who leave agricul-
tural work altogether for better jobs in
the industrial or service-oriented sec-
tors.

lhe Sample

The sample consists of 2,785 for-
eign-born Hispanic male SAS workers
from 1993 to 1994 (NA WS data, inter-
view Cycles #14-19). By limiting the
sample to this population, the models
implicitly control for differences in
wages, working conditions and ben-
efits that may be correlated with gender
and ethnicity. The study limited its
analysis to Hispanic males because the
work experience of female agricultural
workers and non-Hispanic workers is
likely to be very different, even though
they represent only a small proportion
of foreign-born seasonal workers
(Donato and Massey 1993, Chavira-
Prado 1992). About 97 percent of
SAWs are of Hispanic origin, and more
than 90 percent are male. While the
findings of this study are representative
of the typical SAW, they are only appli-
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cable to the population of male His-
panic fon:ign-born seasonal agricultural
workers.

Descriptives: The Typical Foreign-
Born Agricultural Worker

The sample of 2,785 foreign-born
Hispanic males varied by legal status,
type of employer, migrant status and
other demographic and socioeconomic
characteristics. About 40 percent of the
sample population were SAWs, while
33 percent were undocumented. The
remaining 27 percent were classified as
other legal foreign-born, which include
US citizens and green card holders.

Based on the sample, SAWs appear
to be better off in terms of non-wage
work status (see Table 3). While tradi-
tional benefits are uncommon among
all seasonal agricultural workers, SAWs
were more likely to have health care
coverage (19.4 percent) and paid holi-
days (16.1 percent) than their undocu-
mented counterparts. In addition, a
higher percentage of SAWs said they
had unemployment insurance (81.5
percent) and workers' compensation
(62.8 percent). While workers had ac-
cess to basic sanitation services in the
field, SAWs were slightly more likely to
have access to all three (82.9 percent).
Other differences were small: SAWs
were slightly less likely to be required to
pay a transportation fee (24 percent),
more likely to receive education on pes-
ticide use (39.1 percent) and as likely to
be required to pay for equipment (21.5
percent). Finally, on average, SAWs
earned 20 cents more per hour ($5.92)
than all workers, and almost 40 cents
more per hour than undocumented
workers ($5.51).

Not surprisingly, undocumented
workers were worse otT. They were less
likely than other agricultural workers to
report having unemployment insurance
coverage, paid holidays, workers' com-
pensation coverage, health care cover-
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Table 3: Measures of Non-Wage Work Status by Legal Status
(percent responding yes)

Measure SAW Undoc Other All
Legal

Em pIoyer provides health care coverage 19.4 4.5 19.9 14.9
Workcr receives paid holidays/vacations 16.1 1.4 17.7 12.5
Worker is covered byunemployment insurance 81.5 11.2 78.7 58.7
Worker/relative pays for equipment 21.5 20.9 21.1 21.8
Worker must pay transportation fee to work site 24.0 29.0 21.1 25.2
Employer provides education on pesticide/chern icals 39.1 30.7 46.7 38.6
Washing water is available in the fields 89.2 78.0 90.0 85.8
Drinkingwater is available in the fields 96.2 97.1 93.8 95.8
Toilets are available in the fields 87.3 73.3 86.1 82.4
Workers say they have workers' comp or equivalent 62.8 10.4 60.2 52.0
(WCOMP)
Worker has access to all three sanitation services 82.9 68.5 71.1 77.5
(WCOND)
Worker has two or more of the following: 63.3 60.1 74.1 62.7
health care, paid holidays, free transportation and
free equipment (FRll'\GE)

age and access to field services. Simi-
larly, workers employed by FLCs were
worse off than the average worker in
terms of non-wage status, but there was
no difference in the mean wage ofFLC
and non-Fl.C workers. In contrast,
migrant workers had comparable wages
to similar workers, while their working
conditions tended to be poorer.

While there was substantial diver-
sity among many aspects of non-wage
work status among all workers in the
sample, there was little variation in ac-
cess to sanitation services in the fields.
Of all workers in the sample, 82 percent
had access to toilets, 96 percent had
access to drinking water and 86 percent
had access to washing water in the
fields. About half(52 percent) said they
believed they were covered by workers'
compensation (or at least some type of
health coverage for on-the-job illness
or injuries) and almost three-fifths (59
percent) said they were covered by un-
employment insurance. Few had tradi-
tional fringe benefits. Only 15 percent

said they were covered by health insur-
ance for off-the-job injuries and ill-
nesses and only 12 percent received
paid holidays or vacations. In addition,
22 percent had to pay for their own
equipment and 25 percent had to pay a
transportation fee. About four in ten
workers had received some type of edu-
cation about pesticides and chemicals
in their current jobs.

In general, foreign-born seasonal
agricultural workers are rcl atively young
and poorly educated. The typical sea-
sonal agricultural worker in the sample
was only 29 years old, had six years of
education and had been doing farmwork
in the US for seven years. On average,
SAWs were slightly older and had been
doing US farmwork for almost 11 years.
Although the average wage was $5.72
per hour, only half of the agricultural
workers in the sample earned more
than $5.05 per hour. Twenty percent
worked for farm labor contractors rather
than directly for growers, and more
than half (54 percent) were migrants.
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Only two percent said they had be-
longed to a farm union at anytime dur-
ing the previous two years.

Seasonal agricultural workers are
employed in a variety of crops and types
of work (see Chart 1). Almost one-
third (32.3 percent) of the workers were
employed in fruits and nuts crops. More
than one in four (26.2 percent) worked
in vegetables and more than one in five
in field crops (21.7 percent). SAWs
were more prevalent in fruits and nuts
crops, which appear to be associated
with better working conditions butlower
fringe benefit coverage than all other
crops. Supervisors were paid substan-
tially higher wages ($9.16) than the
average worker and had the best non-
wage work status of all workers, with 92
percent having more than one fringe
benefit. Pre-harvest workers had the
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agricultural workers from 1993 to 1994
(NA WS data, interview Cycles #14-19).

Dependent Variables:

Three dependent variables were cre-
ated to measure different aspects of
non-wage work status. In Model I, the
dependent variable measures whether
workers had access to all basic sanita-
tion services, which have been found to
be highly valued among seasonal agri-
cultural workers (Dunn 1985). In Model
II, the dependent variable measures
whether workers had access to two or
more fringe benefits including paid
holidays and vacations, employer health
care, free equipment and free transpor-
tation to work. The dependent variable
for Model III measures whether the
worker had workers' compensation cov-
erage.

Chart 1: Type of Crop by Legal Status

Fruits Vegetables Field Horticulture Other

lowest wages, while harvest workers
had the poorest working conditions.

METHODOLOGY

The hypotheses were tested by devel-
oping three models measuring non-
wage work status, controlling for rel-
evant factors. All three models used
logistic regression with a dichotomous
dependent variable for a sample of2, 785
male, foreign-born, Hispanic seasonal

oOther Legal

lEi Undocumented
filllSAWs

The Models
All three models include the inde-

pendent variables as listed in Table 4.
To assess the impact of IRCA provi-
sions on non-wage work status, the
variable SAW is included in all three
models. If the relationship is found to
be positive and significant, then SAWs
are, in fact, better off than their non-
SAW counterparts. Since these agri-
cultural workers were legalized under
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MODELS I-III: WORKli\C Coxnrnoxs, FRl]'\GE BE:'-lEFITS,

WORKERS' CO:VlI'E1':SATJON
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where
in :V1odel J, P= WCOND as defined in Tablc3
in Model II, P= FRl:-<CE as defined in Table 3
ill Model Ill, P= WCo\lP as defined in Table 3
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I C R- FIELD, C'_IIO RT, II." VEST, U 'DOC, E,,, LJ'R 0 r, SllPRV' R,1I"0' nrc listed in Table 4.
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IRCA. It would suggest that the Act
improved SAWs' non-wage work sra-
tus. Another category, undocumented
worker, is also included in the model as
a point of comparison and because prior
research has found that undocumented
workers tend to have lower wages.

To control for other determinants of
work status, the models build on a basic
human capital theory wage model tak-
ing into account explanatory variables
on level of education, work experience
and age (Mincer 1958). However, these
factors may be less important among
agricultural workers. Therefore, the
models include measures that prior re-
search has found to be important to a
largely immigrant or agricultural
workforce such as English proficiency,
years of farmwork experience, type of
task, type of crop, employment by a
farm labor contractor and migrant sta-
tus (Massey 1987, Portcs and Bach
1980 cited in Oesterheld 1994). In ad-
dition, although few agricultural work-
ers belong to farm unions, a variable for
union membership is included since
pnor research has shown unionization
is positively associated with provision

of benefits (Freeman 1981). Finally,
measures for current wages and pay
structure, which have been found to be
important in estimating working con-
ditions and fringe benefits, are included.
(Currie and Chaykowski 1995).

There are several limitations of this
research due to constraints on data avail-
ability, funding and the relative lack of
prior empirical work on which to base
the study. The models do not incorpo-
rate factors associated with long-term
welfare, such as health and days of
farm work. While these factors have
been found to be related to annual
earnings of seasonal agricultural work-
ers, they are less likely to be relevant to
the non-wage work status of these work-
ers.

Further, the study docs not include
a pro),,)' for workers' social ties to the
United States, which prior studies have
included in models predicting earnings
(Massey 1987). Two other measures
absent from this study that prior re-
search suggests may be relevant include
educational attainment in the receiving
country and geographic region
(Hashida 1995). These limitations re-
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fleer areas for future research.

FINDINGS

The regression results show that SAWs
are better off as a result of being legal-
ized, even when controlling for factors
such as years of farmwork in the US,
type of crop and task and employment
by farm labor contractors (see Table 4).
SAWs are more likely to have access to
all type of field sanitation services, a
working condition that prior research
has found to have sizable welfare ef-
fects on agricultural workers (Dunn
1985). However, even though small
differences may be highly valued, SAWs
are only slightly more likely to have
access to sanitation services than simi-
lar workers. Further, SAWs are not
more likely than other workers to have
fringe benefits or workers' compensa-
tion coverage. Collectively, these find-
ings suggest that IRCA has led to only
a slight improvement in the non-wage
work status of SAWs.

While no relationship is found be-
tween SAW status and workers' com-
pensation coverage, undocumented
workers are less likely to believe they
had workers' compensation. This result
is intuitive since undocumented work-
ers are less likely to know about or
qualify for coverage. There is no statis-
tically significant relationship between
legal status and fringe benefits cover-
age.

While legal status appears to be re-
lated to certain aspects of non-wage
work status, other factors, in particular
the type of employer, appear to have a
stronger relationship with non-wage
work status. Workers employed by farm
labor contractors (FLCs) are less likely
to have positive working conditions,
fringe benefits coverage and workers'
compensation coverage. This relation-
ship is highly negative and significant
111 all three models. l\1igrant workers
also tend to have a poorer work status.
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Union, wage structure and type of
work, including crop and task, are also
important in determining non-wage
work status. Workers with higher wages
and those paid hourly (rather at piece
rate) have better non-wage work status
than other workers. This result sug-
gests that lower wage workers also suf-
fer poorer working conditions, both of
which may be associated with an
unmeasurable characteristic of the
worker. Union status is, for the most
part, found to be insignificant. Surpris-
ingly, union workers are less likely to
believe that they had workers' compen-
sation coverage. It is not clear why this
is the result. It may be that union work-
ers are better informed abou t their righ ts,
such as workers' compensation cover-
age, and therefore more accurately re-
porting lack of coverage.

Personal characteristics, including
age, educational attainment and years
experience in US farmwork, are less
important than other factors." These
findings are consistent with prior re-
search that suggests human capital fac-
tors normally associated with work sta-
tus are not as applicable for seasonal
agricultural workers (Donato and
Massey 1993). However, it is not clear
why English proficiency is not signifi-
cant in any of the models since theory
would suggest this would be an impor-
tant determinant of work status among
immigrants." It appears that among
agricultural workers, other factors are
more important in improving agricul-
tural work status. It may be that more
educated workers leave agricultural work
altogether, a possibility that would not
be captured by this study.

POLICY RECOMMENDATIONS AND

CONCLUSIONS

Based on this study's findings that le-
galization has improved the working
status of SAWs, long term US immi-
gration policy should commit to crcat-
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Table 4: Regression Output

Model I Model II Model III

WCOND FRINGE WCOMP
Independent Variable n-2094 n-1533 n=1720

.3919' -.2077 .1344
SAW

(7.()()()5)hl (16000) (1.0415)

-.1441 -.2834 -1.0343

Undocumented (.7374) (2.1137) (38.7328)1

-.0026 .0162 .0014
Age of Respondent

(.1419) (39295)2 (0·132)

.0533 .0111 0137
Education

(8.0151)1 (2829) (S9-1O)

-.0015 -0134 -0062
Years ofFarmwork

(0215) (.2538) (.4302)

.0541 .5157 -.12')0
Proficient in English

(.(l4'J6) (32:l58)1 (.3889)

-.2645 -1.3%7 -1.1515
Employed by FLC

(3.8673)2 (75.9538) I (65.7749) I

-.5632 -.1936 -.2400
Migrant

(22.0871)1 (2J:l70) (4.7308)2

.0792 -.0844 045J
Average Hourly Wage

(7.2745)1 (H 1842)1 (3.3797)1

.8557 .8687 ..'l.'l~8
Paid Hourly

(.lU619)1 (26.2933) I (5.1224)2

-.8459 2.H23 .12·10
Ficld Crops

(47.4029)1 (120.2976) I (.'.1545)

-.7653 -.4660 .7211
Horticulture

(5.3288)2 (3.3729)' (8.8J09)1

.4398 -.2576 -.0467I Iarvest Worker
(12.2079)1 (2.6677)' (1598)

3.6245 4.3040 .4861
Supervisor

(.5412) (.5149) (.2956)

-.5118 -.3593 .8(,13

Union
(1.9363) (6909) (5.7004)2

.2277 -.6484 .0294
Constant

(.3214) (2.0170) (.0062)

Model Chi-Square
202.0051 3717]01 2(;7.7601

Percent Predicted Correctly
77.17% 74.64% (,R.43%

I significant at the .01 level
2 significant at the .05 level
.1 significant at the .10 level
, beta regression coefficient
h Wald statistic
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ing a legal seasonal agricultural
workforce. Of course, this presents an
ongoing challenge. Researchers have
found that rather than stemming illegal
immigration, IRCA's SAW provision
has actually perpetuated the inflow of
illegal agricultural workers (Perotti
1992). In addition, US policy currently
reinforces a reliance on inflows of new
immigrants for agricultural worker sup-
ply. For instance, enforcement of im-
migration policy within agriculture usu-
ally is enforced only after the seasonal
crops have been harvested (Martin
1994a).

In addition to the political and prac-
tical difficulties of adequately enforcing
immigration laws, the rise in the use of
farm labor contractors as intermediar-
ies facilitates the use of illegal workers.
Twenty percent of foreign-born His-
panic males are employed by FLCs,
which were consistently and strongly
associated with poorer working condi-
tions, fewer benefits and lack of work-
ers' compensation coverage, even when
controlling for legal status. With a
higher proportion of illegal workers
employed by FLCs than legal workers,
the rise in use of FLCs appears to
expedite the hiring of undocumented
workers by reducing the risk to growers,
relegating workers to particularly poor
working conditions.

Unfortunately, the private sector is
unlikely to voluntarily change this prac-
tice of using FLCs. Labor unions do
not appear to be a viable force for im-
proving conditions in the sector. In
fact, the findings suggest that even the
small percentage of seasonal agricul-
tural workers who currently belong to
unions arc no better off than similar
workers." With a system that has a
continuous supply of cheap undocu-
mented labor, the seasonal agricultural
workforce remains in a weak position to
negotiate for better wages and working
conditions. In this case, government
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intervention is needed. Policymakers
should seek to eliminate loopholes in
the law that do not hold agriculhlral
employers liable for any labor law viola-
tions ofworkers hired indirectly through
contractors.

In the long term, enforcement of
immigration laws will be futile as long
as cheap US farm jobs pay more than
similar jobs in Mexico. The pull of US
agriculture jobs will continue to be a
strong draw for immigrants. Despite
the perceived promises of the North
American Free Trade Agreement
(NAFT A) for improving the Mexican
economy, immigration policy and
farmworker rights were not discussed
during the negotiations, and the dis-
parity in economics is likely to reinforce
migrant outflows from Mexico for the
foreseeable future. Valdes (1995, 132)
states that, "the steps taken by the
governments of the United States and
Mexico and their corporate allies cul-
minating in NAFT A will have the effect
of increasing the numbers of undocu-
mented Mexican farmworkers in the
United States, displacing amnestied
workers and intensifying the struggle
over legal status." A comprehensive US
immigration policy should develop
transnational rural development strate-
gies for regions with large agricultural
sending communities. Stuart and
Kearney (1981) found that for commu-
nities like San Jeronimo in Mexico,
recurrent migration "is not a choice
among other options, but a necessity."
These communities become dependent
on migration for survival, perpetuating
the cheap How of labor to the US and
the continued marginal existence of
agricultural workers.

While SAWs are better off than
their undocumented counterparts, the
findings are also consistent with re-
search depicting a marginal existence
for the entire seasonal agricultural
workforce. Traditional benefits like
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health care coverage are uncommon,
and a majority of workers live below the
poverty threshold. Some researchers
argue that the existing agricultural sys-
tem needs to be reexamined. The avail-
ability oflow-cost foreign workers con-
demns workers to live a marginal exist-
ence. As Martin (1994a) suggests, this
pattern of reliance on low-cost foreign
labor is likely to be difficult, if not
impossible, to reverse:

"There are few indications that im-
migration laws will be enforced in the
1990s in a manner that breaks these
cross-border labor market links. This is
most unfortunate, because controlling
illegal migration probably offers the
single most effective strategy for intro-
ducing steady long-term improvement
in the lives and working conditions of
farmworkcrs'' (176-177).

I .egi sla tors will need to decide
whether to continue creating excep-
tions to immigration policy for the ag-
ricultural sector. Rather than propose a
one-time legalization stratef:,'Y, such as
that adopted under IRCA, policymakers
seeking to improve the work status of
seasonal agricul tural workers should take
a comprehensive approach that will pro-
mote a legal agricultural workforce in
the long term.

Notes

1 In 1986, a compromise was negotiated
by Representative Schumer (D- NY), that
was designed to represent both employer
and worker interests. Out of this
compromise, the SAW program was
created.

2The Commission on Agricultural
Workers (1993) found that illegal
immigration continued partly due to lack
of enforcement of border and employer
sanctions. The RAW program expired on
September 30, 1993.

"The NAWS survey has been carefully
designed to elicit truthful responses

regarding the sensitive issue oflegal status.
.\In this way, it avoids undercounting

problems that household surveys encounter
due to the highly mobile nature of the
migrant farmworker population. To make
farmworkers comfortable during the initial
contact, arrangements are made to interview
them in their homes or other convenient
location.

S The study did find that older workers
are more likely to have more than one
fringe benefit than younger workers, and
more educated workers are likely to have
better working conditions than similar
workers. Both of these relationships appear
to be very small.

(, Similarly, Hashida (1995) did not
find English proficiency to be a significant
determinant of agricultural wages.

7 Union workers are less likely to believe
they had workers' compensation, but this
may be a result of being better informed.

References

Chi, Peter. 1985. A Note on Sampling
Migrant Farmworkers. The Rural
Sociologist 5, (May): 158-62.

Commission on Agricultural Workers.
1993. Report of the Commission 011

Ag,rricultural Workers. \Vashington DC:
GPO.

Currie, Janet, and Richard Chaykowski.
1995. Male Jobs, Female Jobs, and
Gender Gaps in Benefits Coverage in
Canada. Research in Labor Economics,
eel. Solomon W. Polochek: vol 14.
Greenwich, CT: Jai Press, Ltd.

Donato, Katherine M., and Douglas S.
Massey. 1993. Effect of the
Immigration Reform and Control Act
on the Wages of Mexican Migrants.
Social Science Quarter{y, vol. 74, no. 3
(September): 523-541.

Dunn, L.F. 1985. Nonpecuniary Job
Preferences and W clfarc Losses among
Migrant Agricultural Workers.
American Journal of Agricultural
Economics, vol. 67, no. 2: 257-265.



The Work Status of Seasonal Agricultural Workers ! 35

Freeman, Richard B. 1981. The Effect of 1993.
Unionism on Fringe Benefits. Industrial
and Labor Relations Review, 34(4)
(july): 489-509.

Frisvold, George, Richard Mines, and
Jeffrey M. Perloff. 1988. The Effects
of Job Site Sanitation and Living
Conditions on the Health and Welfare
of AgrIcultural Workers. .rlrnerican
Journal ofAgricultural Economics, v. 70,
n. 4 (November):875-885.

Hancock, Mike. 1995. Testimony on
behalf of Farrnworkcr Justice Fund in
DC. Senate Judiciary Committee,
Subcommittee on Immigration. 28
September.

H ashida, Emiko. 1995. The Effects of
Work Histories on Agricultural Wages.
Ph.D. diss., University of California,
Berkeley.

King, I.E. 1990. Labour Economics, 2nd
cd. Chapter 7. New York: St. Martin's
Press.

Lazear, E.P. 1981. Agency, Earnings
Profiles, Productivity, and Hours
Restrictions.American EconomicReview,
71: 606-620.

Martin, P.L., and D.A. Martin. 1994a.
The Endless Quest. Boulder: Westview
Press.

Martin, P.L. 1994b. Good Intentions
GoneAwry. TheAnllalroftheAmerican
Academy 534 (july): 44-57.

Massey, Douglas S. 1987. Do
Undocumented Migrants Earn Lower
Wages than Legal Immigrants? New
Evidence from Mexico. International
Migration Review, v. 21 (Summer):
236-74.

Mincer, J. 1958. Investment in Human
Capital and Personal income
Distribution. Journal of Polictical
Economy, LXVI (4), 281-302).

Mines, Richard; Gabbard; Samardick.
1993. See US Department of Labor.

Oesterheld, R.R. 1994. The Grapes of
SAS: Seasonal Agricultural Services
Workers and the Impact of
I mmigration Reform. Practicum,
Georgetown University.

Perotti, Rosanna. 1994. Employer
Sanctions and the Limits of
Negotiation. TheA7711alsqltheAmericall
Academy 534 (july): 31-43.

Sorenson, Elaine.and FrankD. Bean. 1994.
The Immigration Reform and Control
Act and the Wages of Mexican
Workers: Evidence from Current
Population Surveys. Social Science
Quartcr{y, vol. 75, no. 1 (March).

Stuart.james, and Michael Kearney. 1981.
Causes and Effects of Agricultural
Labor Migration from the Mixteca of
Oaxaca to California. La Jolla, CA:
Center for US-Mexican Studies,
University of California, San Diego.

US Department of Labor. 1993. US
Farnnuorliers ill the Post-IRCA Period
(Research Report No.4), by Richard
Mines, Gabbard, Sa mar d ick.
Washington, DC.

____ . National Agricultural Workers
S'urvey(NAWSj. Interview Cycles #14-
19.

____ . 1994. Migrant Farrnworkers:
Pursuing Security in an Unstable Labor
Market (Research Report No.5).
Washington, DC.

Valdes, Dennis N.199S. Legal Status and
the Struggles ofFarmworkers in West
Texas and New Mexico, 1942-1993.
Latin American Pcrspccttocs 84, v. 22,1
(Winter): 117-137.

White-Means, Shelley 1. 1987. Migrant
Farmworker Earnings: A Human
Capital Approach. The Review qlBlack
Political Economy, vol. 15 (Spring): 21-
33.



136 The Georgetown Public Policy Review, 2:2 (Spring 1997)

Carol M.Hall earned a Master's degreefrom the Georgetown Public Policy Institute in
May 1996. Agraduateofthe University of Pen nsvluan ia, Hallwasformereditorofthe Society
flrHuman Resource Management's Issucsin HR, a bimonthly publication 077 emerging workplace
issues. Her interests are in international labor and development policy.



Ending Welfare as We Know It:
How Will We Know?

WILLIAM R. PROSSER

Georgetown University

This article describes the new welfare reform statute enacted by the 104,h
Congress. It discusses 33 indicators of child well-being which might be used to
track state implementation of the new law. State administrative data systems and
Bureau of Census surveys will be the primary sources of data for these indicators.
Each source will have limitations which can compromise our ability to track the
well-being of children in individual states. Five priority child well-being indi-
cators are suggested: early child poverty, children exiting poverty, children whose
parents leave welfare for positive reasons, first births to unmarried teenage
women with less than 12 years of schooling and out-of-wedlock birth rates.

INTRODUCTION

When Bill Clinton ran for President in
1992, he pledged to "end welfare as we
know it" when elected. After failing to
have his reform plan considered by the
103ni Congress and vetoing two Repub-
lican legisla tive attem pts during the 104l",
he signed a major welfare reform bill
into law in August 1996. How will we
knowwhetherthis legislation influences
people on welfare to reduce welfare de-
pendency and births to teenagers? Will
it put people to work? Will it reduce the
number of children growing up in fa-
therless families? Or, will it increase the
child poverty rates and reduce welfare
costs?

In this article, 1 discuss major fea-
tures of the reform bill and criteria that
might be used to select a proposed set of
child well-being indicators. We might
use these indicators to monitor progress

in resolving important problems-such
as welfare dependency, out-of-wedlock
childbearing, child support deadbeats
and child poverty. Keeping track of
progress in attaining legislative and so-
cietal goals is important and often ne-
glected. The attention of the nation, like
its Congress, often moves on to other
crises after legislation becomes statute-
before the real work of governing and
administration really begins. A set of
Welfare Reform Indicators (WRI)
should be developed to measure our war
on welfare. As with the poverty rate,
developed 30 years ago to measure our
nation's success in its "war on poverty,"
monitoring the progress of welfare re-
form is no less important today.

Make no mistake, "ending welfare as
we know it" is not an exercise in hyper-
bole; the Personal Responsibility and

AUTllOR'sNorr; I would like to thank Daniel Weinberg, Bureau of Census; Matt Stagner
and Kelleen Kaye, Office of the Assistant Secretary for Planning and Evaluation, HHS; and
Brett Brown, Child Trends, for their insightful suggestions to improve this article. I retain
responsibility for errors of judgement or fact which may remain.
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Work Opportunities Reconciliation Act
of 1996 is a sea-change in the way we
deal with people who seek and receive
public assistance. House Republican
leader, Richard Armey said the bill
"[e]nds the entitlementstatus of numer-
ous welfare programs, block granting
the funds to the states for implementa-
tion. This eliminates bureaucratic red
tape in Washington and gives states the
flexibility to be innovative in fighting
poverty" (US Congress 1995). Title I of
the new statute, Temporary Assistance
to Needy Families (TANF), which re-
places Aid to Families with Dependent
Children (AFDC), ends recipients' rights
to a Federal entitlement for assistance,
creates a lump-sum assistance program
to the states and encourages state control
and responsibility for welfare policy (PL
104-193).1

Will Congress and the Clinton ad-
ministration adequately monitor the in-
nova tions planned by T ANF? It is some-
what difficult to tell. To give Congress
its due, the bill authorizes $70 million
over several years for the Bureau ofCen-
sus to gather and report national statis-
tical data about national reform progress.
This is an unusual and beneficial step. It
also provides funds for the US Depart-
ment of Health and Human Services
(HHS) to evaluate various aspects of the
new law. It requires states to report
various case load data to HHS. The
statute also is unusual in that it mandates
financial incentives be given for states
that improve their performance on cer-
tain work program and out-of-wedlock
indicators.

On the other hand, the statute cuts
the administrative staffin the office that
administers AFDC by 75 percent, pre-
sumably because Congress believes they
will be no longer needed. Given these
staff cuts, federal evaluations of state
waiver requests are likely to provide less
insight concerning progress of state at-
tempts at welfare reform. Another rea-
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son for concern about whether TANF
will be effectively monitored is that,
historically, state reporting of case load
data under block grants has been less
detailed and useful than data required
from entitlement programs. Thus, the
future of our ability to monitor change is
mixed.

Atthe same time that welfare is being
reformed, there are complementary ini-
tiatives to improve the reporting of na-
tional, state and local child well-being
indicators (Institute for Research on Pov-
erty Special Report 1995). Foundations
and various levels of government are
sponsoring these initiatives. Their focus
is on comprehensive measures of child
well-being in the context of the family
and community-including economic
security, health, education and other
aspects of child well-being (see US De-
partment of Health and Human Ser-
vices 1996).

Welfare reform and child well- being
indicator activities are discussed in more
detail in the next two sections and linked
to a proposed agenda to prepare WRI.
The remainder of the paper will discuss
the criteria that might be used to mea-
sure welfare reform's successes, limita-
tions and unintended consequences. I
will suggest a number of indicators that
might be used to judge TANF and con-
clude with recommendations for a "F ab-
Five" set ofWRI, the five indicators to
which I would give highest priority.

WELFARE REFORM AND TANF
In 1988, Congress passed Public Law
96-272, the Family Support Act (FSA).
Sponsors hailed it as a major reform of
welfare. The FSA made many impor-
tant changes from work requirements
for welfare recipients to child support
requirements. Senator Daniel Patrick
Moynihan stated that it would be the
last major reform of welfare in this cen-
tury (Wiseman 1991). Less than four
years later, welfare reform was a major
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presidential campaign issue and less than
eigh tyears la ter a new reform was signed
into law. Will this new law also be
changed before it has had an opportu-
nity to be completely implemented or
assessed for its strengths and weaknesses?

T ANF fundamentally changes the
na ture of federal welfare policy by elirni-
nating the six-decade-old entitlement
features of AFDC and creating a block
grant to the states. Unlike FSA, which
might be characterized as a change in
degree, T ANF is a change in kind. Since
the November 1996 elections left the
composition of Congress relatively un-
changed, T ANF is likely to be around
until the next century. It will signifi-
cantly affect low-income families and
families that have become dependent on
welfare.

To decide what should be tracked,
one must understand what problems
T ANF tries to eliminate. In a letter from
Richard Armey, the House Republicans
articulated four major problems with the
current welfare system:

(1) "The current system discourages work
and promotes government depen-
dency. Our bill would put millions of
people now on welfare rolls on pay-
rolls, where they will learn the free-
dom, responsibility and dignity that
come from working.

(2) "Our failed system subsidizes illegiti-
macy, breaks up families and pro-
motes personally destructive behav-
ior. We're going to change the in-
centives to encourage family unity
and stop paying cash to kids who
have kids.

(3)"Cash benefits going for drugs, gen-
eration after generation of depen-
dency, children having children and
children killing children-nothing
could be more cruel to kids than the
current failed welfare system.

(4)"Ideas that might work in Detroit,
Michigan might not work in Ames,
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Iowa. The closer you get to home,
the more efficient things get. We
want to give local officials the flex-
ibility to be more bold than the stag-
nant federal bureaucracies that made
the mess of this system" (US Con-
gress 1995).

The statute's objectives are a primary
guide to designing a stratCf,ry'for track-
ing welfare reform. Before discussing
these relationships, however, the next
section briefly outlines several recent
efforts to promote national indicators of
child well-being that might help us se-
lect WRI.

SOCIAL INDICATORS AND CHILD

WELL-BEING

There are at least two reasons why WRI
should focus on children rather than
adults. First, welfare was established 60
years ago to protect children; their moth-
ers were not even covered originally.
Over the years this distinction has been
erased almost entirely. Our society con-
siders children among the worthy poor
who should be publicly protected since
they have little control over their life-
circumstances (Garfinkel and
McLanahan 1986). Second, children
are much more vulnerable to unintended
consequences of reform than their par-
ents. We should assure that they do not
suffer harsh consequences in our at-
tempts to encourage their parents to be
more self-reliant.

I usc the following definition of so-
cial indicators: "quantitative descriptions
of conditions that are intended to in-
form public opinion and national
policymaking" (Duncan 1969). I ndica-
tors are to provide descriptions ofcondi-
tions and trends to inform the public
debate on issues. Indicators must not
only track levels and trends, but capture
the dynamic entrances into and exits
from the conditions measured. Further-
more, for indicators to be helpful in
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identifYing alleged causes of problems
and corrective actions, one must be able
to determine their association, if any, to
other factors that may contribute to the
results measured. Finally, indicators
must be appropriate for children of
different ages and families in different
circumstances.

On the other hand, indicators are
not as robust measures of program ini-
tiatives as program evaluations. Indica-
tors can tell us whether things seem to
be getting better or worse and possibly
provide clues of where to look for causes.
They cannot tell us what might have
happened in the absence of program
treatments, as well-designed evalua-
tions try to do. Collection and analyses
of indicators allow one only to usc
primitive forms of comparisons, such as
comparing results across states or look-
ing at time trends. They do not provide
evidence of what worked and what did
not.

As a consequence, blindly following
indicators can cause two types of er-
rors-thinking a program is a success
when other factors really are driving
positive results or considering it a fail-
urewhen the situation would have been
even worse in the absence of the pro-
gram. This does not mean we should
forsake indicators and focus our atten-
tion on program evaluations ofT ANF.
Many of the principles of program evalu-
ation, particularly random assignment
experiments, will not be present as states
move to implement it.2 Therefore, data
will be needed on many aspects of low-
income children and their families in
order to better understand implications
of welfare reform. The indicators sug-
gested in this article may help fulfill our
needs.

The last few years have given rise to
a growing recognition that we need to
improve our statistical data on children.
HHS and the Interagency Forum on
Children and Families, Child Trends,
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the Institute for Research on Poverty and
The Annie E. Casey Foundation have
engaged in activities to improve national
and state indicators of child well-being
(Prosser and Stagner 1995). In Novem-
ber 1994, these groups hosted a confer-
ence where scholars presented papers on
a number of child well-being domains.
The conference was an attempt to lookat
what was currently possible to measure,
given national and state statistical sys-
tems, and what might be desirable to
measure if statistical agencies improved
their data gathering and reporting (IRP
Special Report 1995). The conference
also encouraged and facilitated the HHS
Trends Report (US DepartmentofHealth
and Human Services 1996.)

These materials have been used to
arrive at a set of guiding principles. A set
ofindicators to measure the conditions of
children whose parents are responding to
welfare reform should be: comprehen-
sive; clear and reflective of social goals;
subject to a common interpretation; sci-
entifically sound and a direct measure of
child well-being (Moore 1995, Prosser
and Stagner 1995, and Haveman 1995).

There are, though, some issues that
raise questions. For example, who gath-
ers the data? Can werely on data about
services to children? Or, must we also
monitor child well-being more directly?
Ifwe are going to measure the progress of
welfare reform, we will need unbiased,
reliable data. As previously stated, Con-
gress has appropriated funds for the Bu-
reau of Census to gather survey data on
welfare reform. States also must submit
administrative data to HHS. Both sources
have their strengths and problems.

The Census Bureau is known for its
scientific rigor and unbiased profession-
alism. On the other hand, the mecha-
nism that they propose to use-a modified
version of the longitudinal Survey of In-
come and Program Participation (SIPP)-
will not provide many state-specific indi-
cators (Brown 1995).' The sample sizes
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for surveys such as SIPP are large enough
to make reliable national estimates but
insufficient to make reliable state esti-
mates except for the largest states. In
addition, Census reports seldom pro-
vide sub-national comparisons by group-
ing states with similar characteristics."

Traditionally, the Census Bureau has
failed to ask new survey questions about
controversial issues. SIPP is good at
gathering information about current pro-
gram participation, income, employment
and demographic characteristics of
household members. It typically does
not ask questions about criminal behav-
ior, family violence, fertility and abor-
tion, some of which might be appropri-
ate for WRI. In addition, household
survey data have little information about
the administrative systems that the wel-
fare recipients are engaged in. This is a
serious limitation when we try to idcn-
tifY what is and is not working."

States, on the other hand, collect
data on their elien ts. They also have ciata
on their administrative systems, although
the two often are not linked as well as
one would like. State administrative data
seldom have information about people
who migh t be eligible bu t not participa t-
ing or other low-income people indi-
rectly affected by welfare. Even more
troubling, states may be financially af-
fected by the data reported. T ANF is
unique in that it provides significant
positive financial incentives ($200 mil-
lion per year) to be divided among the
top states attaining T ANF goals (PL
104-193, Sec. 403(a)( 4)). As a result,
states could have a financial incentive to
provide biased numbers.

In the past, these federal statutes have
used positive incentives less often than
sanctions for non-compliance. The in-
ter-governmental dynamics of bonuses,
however, arc very different than sane-
nons. These bonuses will result in a new
relationship between HI-IS and the states
that may be both unique and dysfunc-
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tional. When states are in competition
for bonuses, they will have more interest
in assuring that all states are playing on
a level playing field. On the other hand,
we should remain vigilant for adminis-
trative problems driven by financial in-
centives.

In addition to who reports the data,
we must also consider the type of data
collected. It is advisable to rely most
heavily on indicators that measure per-
sonal well-being directly-for example,
education level, employment and im-
munization-rather than service systems'
responses to problems (such as arrests
children in foster care and authenticated
cases of child abuse). System response
variables may be valuable proxies for
child well-being indicators, but they
also may have serious limitations. They
measure whether the system responds to
problems, not whether children and their
families have problems. For example,
the number of children in foster care is
taken as an indicator of negative
parenting. Unfortunately, many chil-
dren who should be in foster care are not
placed there because of budgetary or
other factors unrelated to actual child
well-being. We also know there may be
almost as many children who arc in
foster care who need not be. In this case
the errors may off-set each other, but the
true state of children still is not well-
measured (Prosser and Stagner 1995).

In the next section, I try to take these
principles and potential data problems
into account in recommending a set of
indicators that we might use to follow
the progress of welfare reform.

SELECTING WELFARE REFORM
INDICATORS

This discussion primarily applies to the
selection of a set of national indicators.
Although the statute requires a great
deal of state-reported administrative data,
the major vehicle for assessing national
welfare reform progress will probably be
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survey data from the Bureau of Census,
since few states have surveys analogous
to national Census data. Furthermore,
since the statute encourages variety in
state welfare programs, individual states
may have different priorities created by
their own statutes. We must recognize
that individual states and local jurisdic-
tions will have differences in approach
and priorities. State and local groups
will need to tailor their report cards to
local conditions, which may make un-
derstanding national trends even more
difficult.

The statute provides a number of
clues about what the Congress thinks is
important to monitor in the reports it
requires from the States and the Secre-
tary of HHS. For example, it requires
states to reportdisaggregated case record
information, the number of participants
and hours per week participated in work
activities and reasons for dosed cases
(PL 104-193, Sec. 411(a)). It requires
the Secretary to make annual reports on
whether the states are meeting partici-
pation requirements and the goals as
well as characteristics of participating
families and State programs (PL 104-
193, Sec 411(b)).

In addition to TANF's goals, WRI
need to address charges by the statute's
opponents concerning its alleged unin-
tended consequences. The central charge
is that child poverty will increase signifi-
cantly. Further, the increase will be dis-
proportional for certain groups: immi-
grants, disabled children and children
whose parents fail to meet employment
requirements within the specified time
limits (Super 1996). Opponents believe
that negative effects will be exacerbated
during economic downturns. They also
argue that states will be encouraged to
reduce benefits in order to discourage
migration oflow-income families from
low to high-benefit states. They predict
that the nutrition of many low-income
children will be adversely affected by
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cuts in Food Stamps, the Women, In-
fant, and Children Program and related
nutrition programs.

The remainder of this section dis-
cusses individual indicators which might
be used to track welfare reform. The list
is subdivided into acomprehensive setof
major domains: economic security, case
load dynamics, health security, educa-
tion, population and family, and social
development and behavior. Some of the
specific indicators, such as fertility, could
be listed in more than one domain. A
complete list of all potential WRI are
included in Table 1.

Economic Security
This is a central theme of welfare

reform. It should not be forgotten,
though, that parental income and labor
force participation are only proxies for
the resources available to children. They
are indirect measures of child well-be-
ing, unlike child nutrition or the com-
pletion of high school.

There arc a number of problems as-
sociated with measuring the poverty level.
Measuring poverty, whether in a cross-
section or a longitudinal study, requires
measuring a dynamic process for a very
heterogeneous population (Duncan
1995). Many families go into poverty
for a relatively short period of time while
others stay much longer. As a conse-
quence, we must have dynamic measures
of child poverty that capture both short
and long-run episodes.

Child poverty and extreme poverty
are usually measured by family income
over an annual period. Duncan (1995)
argues that for short-run measures,
monthly poverty rates averaged over a
year are more valid measures of poverty
than Census reported poverty rates cal-
culated on the basis of annual income.
For example, a child could be poor for a
number of months during the year and a
single large one-time payment may be
enough to put the child's family above
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the annual poverty line.
Duncan notes that poverty has a more

detrimental impact on young children
than older children; therefore, I suggest
we moni tor the poverty level for children
less than six. Duncan also supports the
recommendation of Gottschalk and
Moffitt (1994) that another valuable
measure of child poverty is the percent-
age of children who spend a substantial
proportion of time in poverty more than
one year.

I include a measure of extreme pov-
~ because opponents of the statute
believe that these families will be dispro-
portionately affected by welfare reform.
I also suggest using an expanded defini-
tion of after-tax, disposable income, in-
cluding in-kind benefits like Food
Stamps and housing benefits, much like
the experimental poverty measures cur-
rently published by the Census Bureau.

l\1ayer(1995) suggests thatconsump-
tion measures may be better indicators of
resources available to children than di-
rect measures of income because the
former may measure a more stable, per-
manent income. One could use the pro-
portion of consumption expenditures
spent on food-generally the higher the
proportion, the poorer the family.

The National Academy of Science
committee studying the calculation of
the poverty line recommends that any
new measure of poverty be based on a
calculation of the minimum necessary
expenditure on clothing, shelter, food
and "a little bit more," adjusted for fam-
ily size (Citro and Michael 1995). It is
important to note, however, that na-
tional measures of consumption are not
as frequently available as income mea-
sures. State-level consumption measures
do not exist. Census and the Depart-
ment of Agriculture are currently ex-
perimenting with survey questions that
try to get at the adequacy of income to
purchase sufficient food.

It is also important to keep an eye on
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the non-custodial parent side of the
welfare dependency equation. The pa-
ternity and child support provisions of
the welfare reform statute enjoy broad
support across the political spectrum. A
measure of the proportion of children
whose non-custodial parents are paying
ch ild support seems an appropriate indi-
cator' even though it too is only an
indirect measure of child well-being. It
may indicate that even though there was
no marriage or the marriage is broken,
both parents are trying to provide for the
children.

The statute requires the Secretary of
HHS to score states on the proportion of
needy families that participate in TANF
and have entered employment.(' In addi-
tion, the Secretary is to score state per-
formance on reducing recidivism to
T ANF programs. increasing the aver-
age earnings of TANF recipients and
reducing the percentage of children
whose parents participate in T ANF.
States with the five highest scores or five
greatest improvements in any of the four
categories will have their matching rates
reduced (PL 104-193, Sec.
409(a)(7)(C)). These four indicators
provide examples of problems that await
HHS in administering the statute. The
Census Bureau can provide good na-
tional data on each of the indicators, but
it cannot provide state specific data.
States will therefore have to provide the
data for scoring. Because of the financial
bonuses that the statute authorizes, states
may be encouraged to provide biased
information. Furthermore, states often
have difficul ty providing reliable data on
why recipients leave the welfare rolls.
Participating families often simply stop
filing applications. It takes extra state
efforts to accura tely determine the causes
of their departures.

Duncan (1995) suggests that it is
important to track both entries into and
exits from povertv. He believes this is
helpful in understanding the dynamics
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Table 1:Potential Welfare Reform Indicators

Indicator Sources of Sources of Comments
Concept Data

Economic Security

(1) Child Poverty (under age six) S, I,C, 0 C,St Fab-Five
(2) Extreme Poverty «50% pov.) 0 C
(3) Adequacy of clothing, food and shelter I,C C(?) Census will probably

jhave difficulty providing
these data.

(4) Noncustodial parents paying child S C,St Fab- Five Bench
support

(5) Increased earnings and employment S C,St(?) Bias because of bonus?
ofTANF families

(6) Proportion of income from welfare, I,C C Fab-Five Bench
over long-term (e.g., 4 or 5 years)

(7) Proportion of children entering and I,C C,St Fab-Fivc
exiting poverty, by reason

(8) Proportion of time in poverty over I,C C
long-term

(9) Unemployment rate of unmarried P C My personal suggestion
women with children(fatherless.families)

Case Load Levels and Dynamics

(1) Percent of case load participating in S C(?), St(?) Census may have
acceptable activities difficulty with all activities.

States may have bonus
»as.

(2) Children whose parents have been S,J,C C,St Keeping track oflifetime
on wclfarc>24 months (any spell, iarticipation will be very
>60 months (lifetime) ~ifficult.

(3) Reasons for leaving welfare S C,St Fab-Five
(4) Inter-generational welfare receipt I,C C(?) Census might have

lifficulty with this.

Health Security

(1 ) Children covered by health insurance S C Fab- Five Bench
(2) Low-birth-weight children S,I,C V
(3) Immunized children S,IC NCHS
(4) Undernourished children 0 C(?) Census and the Depart-

ment of Agriculture are
experimenting; with mea-
sures of food adequacy.

Education

(1) IS-17 year-olds in school S C(?)
(2) 21 and 22 ycar-olds who have I,C C

completed grade 12
(3) 16-19 year-olds that are idle (not in

school, working or in military) I,C C(?)
(4) Parents reading to young children I,C C(?)
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Table 1:Potential Welfare Reform Indicators (Continued)

Indicator Sources of Sources of Comments
Concept Data

Population and Family

(1) Out-of-Wedlock Birth Rates S rv(?), C(?) Fab-Fivc. State-level data
will be difficult to attain.

(2) Abortions S,O St(?), Significant problems
CDC(?) obtaining this.

(3) First births to unmarried women, 1,C C(?) Fab-Five. If Census or
< 12 years of schooling and <20 Vital Statistics cannot

provide this, it should not
be Fab-Five.

(4) Unmarried, minor parents living with S C(?) Census should be able to
parent or guardian capture this, but it may be

difficult.
(5) Noncustodial parents participating in S St Keep track of sclf-suffi-

ciency activities of unwed
fathers who are accepting
some responsibility for
their children.

(6) Migration of welfare recipients P C(?) Census should be able to
to higher benefit states capture this.

Social Development and Behavior

(1 ) Violent juvenile crime S F
(2) Drug-related offenses S F
(3) Pre-school children in early I,C C Fab- Five Bench

intervention programs
(4) Latch-key children I,C C
(5) Proportion oflow income parents T,C C

paying for child care or proportion of
income spent on child care

(6) Proportion of children in foster care P C,St F ab- Five Bench

Sources of Concept
S Statute
I Indicators
C Conference Papers
o Opponents
J> Personal Judgment

Sources of Data
C Census
S States
V Vital Statistics
;'I.'CHS National Center for

Health Statistics
C Center for Disease Control
F FBI

Comments
Fab-Five My top five priority indicators
Fah-Five Bench Next five priority indicators
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of the average monthly poverty rates.
Comparing the poverty rates year to year
docs not tell much about the dynamics
of how many families entered poverty,
how many continued to have incomes
below the poverty line and how many
left. We should track children who move
in and out of poverty and those who arc
unable to escape. Opponents ofTANF
argue it will increase child poverty; thus,
we should monitor reasons for entry.
Proponents believe it will encourage mar-
riage and discourage out-of-wedlock
childbearing and thus reduce child pov-
erty. Thus, we should also monitor exit
reasons.

In addition, I suggest that the unem-
plovment rate of single parents be mea-
sured. I t is appropriate to look at unem-
ployment of those most affected by
TANF-single mothers with children-
rather than looking at the gross level of
unemployment. Opponents argue that
there are a very limited number of jobs
available for low skilled workers. Under
time limits, if a former welfare program
participant obtains a low skilled job,
another low skilled person will be pushed
back in the unemployment queue.

Case Load Levels and Dynamics

Case Load dynamics arc closely re-
lated to income security. Many argu-
ments made for welfare reform are asso-
ciated with welfare dependency-people
making welfare a way of life (PL 104-
193, Sec. 101). Many conservatives, like
Charles Murray (1984), are concerned
that welfare has a negative incentive
effect on pro-social behaviors, such as
work and family formation. I n fact, wel-
fare reform supporters may have been
more worried about dependency and its
negative family consequences than the
adequacy of income of families leaving
welfare.

Research on incentive effects of wel-
fare IS inconclusive. One of the most
thorough reviews of this literature by
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Moffitt (1992) concludes that economic
theory and empirical evidence generally
support the claims of welfare reform
proponents. The amount of the effect,
though, is probably small compared to
the many other factors also associated
with single-mothers' labor force and
welfare participation.

Proponents of the sta tu tc and Duncan
(1995) agree that short-run indicators of
welfare dependence should include the
percent of children using welfare pro-
grams (PL 104-193, Sec. 409(a)(7)(C)).
Nationally, this would be based on Cen-
sus data and would compute the average
monthly usc of the major welfare pro-
grams- T ANF, Food Stamps and SSI.
States also will be providing HHS with
quarterly T ANF data for compliance
and scoring purposes. This indicator has
serious problems. In addition to the data
reliability issues posed by the potential
bonus discussed earlier, it measures a
system response variable which may not
tell us about child well-being. All that a
state needs to do to improve this indica-
tor is to cut eligibility requirements,
benefit levels or both. One way to im-
prove the indicator is to base it on the
ratio of annual proportions of T ANF
children within the state. The best states,
those with declining ratios, would be
selected contingent upon stable or de-
creasing child poverty rates.

It is often very important to look at
several indicators together. For cxarnpl«,
if poverty rates stay the same or decline,
then declining welfare program partici-
pation rates may be indicative of progress.
If the poverty rate is increasing while the
economy is stagnant or growing, then a
declining participation rate may not be a
positive indicator of child well-being.
T ANF proponents will counter, though,
that the long-term negative effects of
dependency outweigh the importance of
the short-term poverty measure. Seldom
can single indicators paint a very telling
story. We must look at trends, context
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and the relationships among various po-
tential explanatory variables to better
understand what these indicators are
telling us.

States have significant obligations to
assure that participants are engaged in
acceptable work activities, such as em-
ployment, education, training and com-
munity service activities. This indicator
tells us how well states are doing in
promoting the objectives ofT ANF but
does not give us insight into the welfare
of children or their parents. This indica-
tor, or a census generated proxy, will
provide a gross national quality assur-
ance measure to verify whether the ag-
gregated state reports appear valid. It
may be difficult, however, to precisely
define "participation" in a way that is
reliable across time, states and data
sources.

It IS important to calculate the rate
that T ANF recipients leave the program
(PL 104-193, Sec. 411(a)) by major
reasons for leaving. The major reasons
listed in the statute are employment,
marriage, violation of prohibitions, sanc-
tions and state policy. Work will be
needed to assure that Census questions
can identify all these factors. Analysis of
reasons for leaving and the trends in exit
rates should give us a better indication of
how well the statute is working and
whether children are benefiting from
the departure from welfare.

We should calculate the proportion
of participants who are on welfare more
than 24 months as well as the percent of
families ever on welfare for more than 60
months or those on for 60 months con-
secutivelv (Duncan 1995). States will
have data on the first measure but prob-
ably not on the second. These two time
periods coincide with the statutory re-
quirement that recipients be engaged in
acceptable activities after two years of
receipt of welfare and that they not be
eligible for more than five years of wel-
fare 111 their lifetime (PL 104-193, Sec.
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408(a)(7)). The latter measure presents
significant problems. Data systems have
difficul ty kccpi ng track of changing tun i-
lies and people moving among coun ty or
state jurisdictions.

The statute requires monitoring the
average earnings ofT ANF participants
(PL 104-193, Sec. 409( a)(7)( C)). This
is more of an indicator about participa-
tion in employment activities and may
not be as important to child well-being
as looking at total family income or child
poverty rates.

The statute also requests that HHS
monitor the number of ex-participants
returning to welfare within 18 months
(PL 104-193, Sec. 409(a)(7)(C)). One
might want to focus on the recidivism
rates for participants who left welfare
due to sanctions versus those who left
due to employment.

Duncan (1995) also suggests looking
at inter-generational use of welfare as a
significant indicator that should be used
to measure child well-being. This also
presents data problems which will need
to be overcome. While this indicator is
neglected in the statute, it seems to be
one about which welfare reform propo-
nents would be concerned. This indica-
tor has little utility except over an ex-
tended time period. While it may not
have much value now, we mightwantto
start the data work necessary to establish
baseline comparisons that might prove
useful in the next 10 or 20 years.

Previously, I mentioned that sub-
group analysis ofWRI indicators would
be important. This is particularly true of
case load dynamics. There are particular
groups of people listed in the statute who
are made ineligible by the new law under
certain conditions, like parents who are
minors not attending school (PL 104-
193, SecA08). Certain participants will
be sanctioned for under-performing.
Other people will be excused from the
provisions under certain conditions. It
will be an important task for Census and
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the states to try to provide useful data on
these groups and to detect ifany particu-
lar children are unintentionally being
putat risk. If these sub-group reports are
done creatively, it may help national and
state leaders identify what is working or
at least areas that need more investiga-
tion to determine successes and failures.
Furthermore, some subgroups may serve
as comparisons similar to what would
have happened to welfare recipients in
the absence ofTANF.7

Health Security
The implementation ofTANF can

result in ineligibility for Medicaid.
Therefore, I have included children cov-
ered by health insurance. One advantage
of this indicator is that Census currently
tracks and can therefore provide histori-
cal time trends that might put T ANF
influence on health coverage in proper
persepective. On the other hand, lack of
insurance coverage is not a valid measure
of child health well-being. Immunized
children is an indica tor that applies across
a wide age spectrum of children-from
infancy to adolescence. Furthermore, it
relates to paren t in ten tions and capabili-
tics. HHS is now annually fielding a
National Immunization Survey.

Lantz and Partin (1995), in their
review of prenatal and infant indicators
focus on infant mortality rates, low birth
weight babies and prenatal care utiliza-
tion. Infant mortality may be a better
overall indicator of the efficacy of the
nation's health system, but hardly seems
central to TANF. Low birth weight
seems to be the best choice of the three.
It is a direct child measure and an indi-
cator of nutrition and health services.
Thus, it may be related to losing access
to Medicaid. Furthermore, low-birth-
weight children are prone to chronic
problems which may influence parents'
work activities. Utilization of prenatal
care might be another useful indicator,
but it is a system indicator rather than a
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direct child well-being measure.
Finally, I have included undernour-

ished children because ofwc1fare reform
opponent concerns about Food Stamps
changes. It may be difficult to develop a
reliable annual measure of this; however,
the Census Bureau and Department of
Agriculture are experimenting with ob-
taining data on whether families have
gone hungry due to a lack of sufficient
funds. The absence of historical pre-
TANF data may marginalize its utility
until a sufficient time series is developed.

Education

Compared to health security, educa-
tion is more central to T ANF. Low
educational achievement is highly asso-
ciated with welfare receipt, welfare de-
pendency, poverty and an inability to
obtain ajob orreasonablyadequatewages.
School participation is mandatory for
both mothers and dependent children
who have not completed high school or
obtained an equivalency certificate (PL
104-193, Sec.408(a)(8)). Participation
in appropriate educational activities is
considered an acceptable work activity.

The statute alleges that growing up
in a single parent family is associated
with not finishing high school and low
school performance (PL 104-193, Sec.
101). Welfare participation is positively
linked to both out-of-wedlock child
bearing and failure to complete high
school (Klepingerctal. 1995). Although
T ANF might influence school comple-
tion or child bearing, it seems less likely
thatTANFwill make a significant con-
tribution to reducing the number of
children who repeat a year in grade
school orwho are suspended from school.
It might be more plausible that T ANF
recipients who participate in acceptable
work activities will serve as positive role
models for their children.

The statute dearly intends that chil-
dren of high school age should be in
school. Thus, number 0[15-17 year olds
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in school, particularly TANF or low-
income children, should be a W clfare
Reform Indicator. Hauser (1995) has an
extensive discourse on how to measure
high school completion. He points out
an important distinction between falling
behind one's peers and dropping out of
school. Many youth complete high
school or obtain general equivalency di-
ploma (GED) certificates after the nor-
mal age of graduation. He recommends
looking at the high school completion
rate for 21 and 22 year olds. One prob-
lem with this measure in the short run is
its untimeliness. I twill take several years
before T ANF can possibly influence
this indicator." I have also included an
indicator of 16 to 19 year olds who are
idle (not in school, working, or in the
military). The statute is clearly aimed at
reducing this indicator. However, it is
not an element explicitly required by
national or state reporting.

Census tested a series of more child-
focused questions in their SIPP surveys.
One question about whether parents are
reading to theiryoung children could be
a potentially positive indicator of the
influence ofTANF. Phillips and Love
(1995,10) state, "Children's pre-literacy
interactions in the home have been found
repeatedly to differentiate children who
are readily able to acquire age-appropri-
ate information at school entry from
those who are not." The Department of
Education also may have data on this
indicator.

Population and Family

Tha t a set of indica tors abou t welfare
reform must include a measure of out-
of-wedlock child births should be un-
questionable. A major reason forT ANF
is the belief that welfare contributes to
out-of-wedlock child bearing. The evi-
dence supporting this perspective is con-
troversial, conflictmg, and subject to
many significant statistical modeling
problems. The bulk of evidence docs
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seem to support the contention that
welfare is one of many factors con tri bu t-
ing to this problem (Moffitt 1992).

The measure most likely to be used is
the ratio of out-of-wedlock births to
total births statewide. Historically, the
illegitimacy ratio has increased for two
reasons: (1) the number of women of
child bearing age who are married has
been declining; and (2) fertility rates for
married women have declined. It is in-
teresting to note that the increase in the
illegitimacy ratio is not due to increased
fertility rates of unmarried women
(Weaver and Dickens 1995). A state's
ratio will improve ifmore married women
start having children. Proponents of
T ANF may hope that the statute en-
courages marriages rather than having
children out-of-wedlock, but it is not
clear that increased fertility of married
women is a central intent ofTANF. A
way to focus the indicator on out-of-
wedlock births is to compute the state
ratio of annual out-of-wedlock births
per women of childbearing age (15-44)
from one year to the previous year.

This variable may have to rely on
state-provided data from the Vital Sta-
tistics records maintained by hospitals.
The National Center for Health Statis-
tics (NCHS) spends agreat deal of effort
assuring that birth records are accurate
so that reports are not biased. Currently
five states (including California) do not
record marital status on the birth records."
Unless states change these practices, they
may be unable to receive financial incen-
tives for lowering out-of-wedlock births.
Furthermore, this inconsistency may
make it difficult to make future com-
parisons across states.

Rate of abortions is another key indi-
cator. The statute provides incentives to
lower such rates (PL 104-193, Sec
404(a)(2)). On the other hand, oppo-
nents of the bill argue that some of the
provisions, like the family cap, will un-
intentionally increase abortions. Abor-
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tion data present more significant prob-
lems than do birth data. Abortions in
public facilities are well recorded in Vi-
tal Statistics records. Data gathered in
private abortion facilities, where the
majority of abortions occur, are much
less reliable and timely. Currently, there
is a significant time lag in reports-some-
times up to two years. The Center for
Disease Control has responsibility for
assuring the release of these data. They
rely on data from State public health
agencies and sampling surveys by the
Alan Guttmacher Institute. It is uncer-
tain whether HHS will rely on a private
agency to provide data that must be used
to rank states or pay them financial
incentives. Unfortunately, on1yabout40
states record important data on woman
receiving the procedure. 10

Zill (1994) suggests another way of
focusing on the association among par-
ticipation in welfare programs, poverty
and illegitimacy. He observes that the
children most at risk of poverty are those
who are first births to unmarried women
under the age of20 who have not com-
pleted high school. This indicator is a
select subset of the broader indicator of
out-of- wedlock births. It also is a much
smaller and more difficult data element
to monitor on a state-by-state basis.
Census data can provide national year-
to-year estimates, while birth certificate
records also are a potential source of
state-level data. NCBS has been work-
ing with states to improve the reliability
of data on birth certificates in addition
to addressing illegitimate births. The
statute also requires minormotherTANF
partiCipants to live with their parents or
an appropriate adult guardian, (PL 104-
193, SecA08(a)(6». We should thus
monitor this indicator.

Recently, welfare reform has focused
on getting the non-custodial father to
accept paternity and pay child support;
however, the welfare debate has over-
looked employment and self-sufficiency
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issues facing men. Unfortunately, state
efforts to help with training, education
and job searches have been sparse. The
statute at least recognizes that more
should be done, even if it does not
provide funds to do it. Section 407 says
"States should require noncustodial par-
ents who have not attained 18 years of
age to fulfill community work obliga-
tions, and attend appropriate parenting
or money management classes after
school." States are required to report the
number of non-custodial parent partici-
pating in accepted activities (PL 104-
193, SecAll(a)(4». Census may have a
difficult time identifying such people.
While they do ask questions of non-
custodial parents, they do not inquire
about accepted work activities. Ofcourse,
any effort to get fathers more involved
would benefit children's well being.

lVligration of welfare recipients to
high benefit states is often a "hot button"
issue in states like California, Minnesota
and Wisconsin. However, evidence that
this is a significant problem is thin
(Moffitt 1992). The statute allows a
receiving state to apply the rules of the
state from which the applicant has come
if she migrated in the last 12 months
(PL104-193, Sec. 404(c». Census sur-
veys should be able to capture the move-
ment of these migrants.

Social Development and Behavior

This last area is a catch-all category
relating to behavior and development.
The findings of the statute discuss nega-
tive behaviors associated with children
of single parents, particularly children
born out-of-wedlock (PL 104-193,
Sec.101). I have discussed most of the
negative consequences mentioned in
other sections-low birth-weight chil-
dren, expulsion or suspension from
school and non-completion of high
school. The statute mentions criminal
behavior several times and associates it
with neighborhoods with higher pro-
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portions of single parent families.
I have included an indicator of vio-

lent juvenile crime. TANF is unlikely to
have much affect on juvenile crime, but
it might be worth at least tracking to sec
if any plausible association might be
present. Also, we might measure adult
cnme Since adults who arc no longer
eligible for welfare support due to vari-
ous provisions, particularly the five-year
time limit, might be driven to crime in
order to support their families. Arclated
indicator, which is discussed in the stat-
ute is drug-related crimes. The data for
both indicators will have to come from
the FBI. Unfortunately, these data will
be arrests rather than crimes committed;
which, as stated earlier, is a measure of
system response rather than the underly-
ing child well-being.

The bill anticipates more children
being placed in child care because of the
work provisions. One of the greatest
concerns in child care is the safety and
appropriate development of the child.
As a consequence, I have decided to
include it in this section. Phillips and
Love (1995) looked at child care indica-
tors and concluded that we do not have
reliable national sources of child care
quality measures." They suggest, how-
ever, that the SIPP/Survey of Program
Dynamics child care modules will pro-
vide data on proportion of eligible pre-
school children in early intervention pro-
grams (Phillips and Love 1995). Given
that many additional low-income chil-
dren will need some form of child care,
if their paren ts are required to participate
in work activities, we might want to
track whether resources arc being used
to get them into early intervention pro-
grams or whether it is being used to get
them in any kind of care that meets state
standards. Phillips and Love mention
that child well-being is not differenti-
ated by type of child care (center care,
family day care or relative care). While
early intervention programs like Head
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Start arc more likely to be associated
with centers, there arc also intervention
programs which usc other types of child
care. It appears that we would be better
to monitor participation in early inter-
vention than type of care. 12 Obtaining
reliable data may be a problem, since it is
unclear how well Census Bureau ques-
tions elicit responses abou twhcthcr chil-
dren arc attending early intervention
programs.

In addition, SIPP has information
on latch-key children. On the face of it,
we probably should care about whether
parents participating in T ANF work
activi ties are leaving their children alone
to care for themselves. Mostsurveyques-
tions only elicit responses about whether
a child is alone or in the care of an older
sibling and do not provide detailed in-
formation about the frequency of time,
the length of time, or the child's matu-
rity.
It is not clear that there will be enough

money to provide subsidies for low-
income working families and also fund
child care for TANF parents tran-
sitioning into the labor force. In recent
years, many states have made difficult
choices in allocating their limited bud-
gets between these two groups. We know
that many low-income families spend as
much as a quarter of their family budget
on child care. Phillips and Love (1995)
suggest that proportion of family in-
come spent on child care should be an
indicator that we monitor. In connec-
tion with TANF it seems that it might
be more appropriate to monitor propor-
tion of low-income working families
who are paying for child care. Ifthe time
series for these data indicate that the
pattern of paying for child care is chang-
ing dramatically and may be associated
with T ANF, then we should look at the
distribution of expenditures on child
care.

Finally, I believe we should monitor
the proportion of children in foster care.



152

It is plausible to predict that abuse on
neglect of children will increase in low-
income families who have reduced re-
sources because of this statute. Further-
more, some states may have financial
incentives to charge the costs of main-
tainingchildren (dependant on the state)
to foster care rather than T ANF. Since
child abuse and neglect numbers are not
veryrc1iable nor comparable across states,
it is better to monitor the number of
children in foster care since these figures
arc related to federal financial participa-
tion.

CONCLUSION

In this article I have discussed the data
tha t I believe should form the basis for an
indicator. I have not specified in which
instances ratios rather than raw numbers
should be tracked. I believe that these
lmportant technical details can be worked
out after the basic indicator specifica-
tions have been selected. Selection of
key indicators of welfare reform success
is a significant policy choice and must be
the first item on our agenda.

We will have to overcome many data
problems. If the economy weakens, not
only will resources to educate and train
T ANF participants be limited, but re-
sources to improve data processing and
statistical systems will be even more
scarce. Hopefully, with federal, state
and private support, we will overcome
many data reporting barriers and pro-
vide data on the well-being of low-
income children and their parents.

I have discussed a number of poten-
tial indicators of well-being and recom-
mended 33 that we might find useful in
tracking the progress of welfare reform
More indicators could be proposed. On
the other hand, budget considerations
will probably necessitate parsimony. I
now conclude with my "Fab- Five" indi-
cators. In my opinion, these arc the five
most important indicators that I would
follow, ifI had to choose among the list
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in Table 1.13 I also have included a Fab-
Five Bench, an additional five priority
indicators. My fab-five indicators arc:
(1) child poverty; (2) children entering
and exiting poverty, by reason; (3) chil-
dren whose parents leave welfare, by
reason; (4) first-births to unmarried teen-
age women, with less than 12 years of
schooling; and (5) out-of-wedlock birth
rates. The fab-five bench indicators are:
(1) children whose parents are paying
child support; (2) proportion of time in
poverty over the last four (or five) years;
(3) children covered by health insur-
ance; (4) preschool age children in early
intervention programs; and (5) children
in foster care.

I have tried to select indicators re-
lated to the central themes of the statute
and major concerns of its potential unin-
tended consequences. On the one hand,
I believe that following and analyzing a
broad spectrum of indicators is a fruitful
way to monitor T ANF progress. The
influences of this legislation will be
broad-ranging, multi-dimensional, pos-
sibly profound and often subtle. On the
other hand, trying to narrow the broader
list serves as a way to encourage a discus-
sion on what our priorities should be.
The statute requires that the Secretary of
HHS prepare a study and report to the
Congress no later than September 30,
1998 on measures to evaluate success of
States moving individuals out ofwclfare
(PL104-193, Sec. 107). In response to
an earlier statutory requirement, the
Welfare Indicators Act of 1994, the
Secretary of HHS is to develop indica-
tors and predictors of dependence on
various means-tested assistance pro-
grams. The department released its first
interim report, Indicators ofWeifare De-
pendencc and Well-Being, which contains
43 indicators of family dependence and
well-being and 12 indicators of child
achievement and health. Their list and
mine have some similarities and many
differences. Hopefully, this article will
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complement that report, help inform
the public debate on this important so-
cial issue and encourage a better system
to monitor our nation's responses to
welfare dependency and child poverty.

Notes

"The statute has nine other titles af-
fecting Supplemental Security Income,
Child Support, Benefits to Aliens, Re-
ductions in Federal Government Posi-
tions, Public Housing, Child Protection,
Child Care, Child Nutrition and Food
Stamps. In this article I focus on TANF
because it replaces the AFDC program,
which most people identify with welfare.
Although the other programs also are criti-
cal to poor children and are part of their
social safety net, they are beyond the scope
of this article.

2Thc Institute for Research on Poverty
hosted a conference in Madison, Wiscon-
sin on November 21 and 22, 1996 to
discuss howto evaluate state implementa-
tion ofTANF and, in particular, the Wis-
consin W-2 version. Papers from that con-
ference detail the difficulties associated
with evaluating this initiative. They dis-
cuss potential evaluation strategies and
measures.

"The Bureau of Census is planning to
use a modified SurveyofIncome and Pro-
gram Participation (SIPP) cohort to mea-
sure welfare reform. I t is called the Survey
of Program Dynamics (SPD.) The 1992
and 1993 cohorts were interviewed nine
or ten times at four-month intervals
through the end of 1994 and 1995, re-
spectively. They will be interviewed again
in 1997 and followed for at least four
additional years.

41 believe that the Census Bureau
should try new ways of reporting their
data to indicate differences among states
that might be associated with child out-
comes. Itmight be possible for the data to
be aggregated and presented, for example,
for states with high, medium, and low
unemployment rates.
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"The Census Bureau could append
state and county data to the SPD sample
to enhance analysts' ability to investigate
which administrative practices seem to be
bearing fruit.

"The statute actually says, "Increasing
the number (emphasis added) of families
that received assistance under a State pro-
gram funded under this part in the fiscal
year, and that, during the fiscal year, be-
come ineligible for such assistance as a
result of unsubsidized employment." I pre-
sume that this will either be changed or
interpreted to mean "proportion" or Cali-
fornia will have a significant advantage
over Nevada, for example.

7Establishing counterfactual groups for
T ANF will be an important issue that
needs to be solved, if we are to understand
its impact. Given the universal nature of
T ANF, it is unlikely that scientifically
sound experimental designs will be imple-
mented to investigate its most innovative
provisions. Therefore, creating realistic
comparisons will be necessary. Papers pre-
sented at the November IRP conference
on evaluating T ANF discussed alterna-
tives to random assignment-pre and post
and interstate comparisons-and their rela-
tive advantages and disadvantages.

"Hauser also expresses concern about
the validity of the "timely high school
completion" indicator used in the Kids
Count Data Book.

"This statement is based on personal
conversations with Child Trends staff.

"This statement also is based on per-
sonal communication with Child Trends
staff. Five states do not record abortions at
all and five other states do not record age
of the mother.

llChild care is one of the few support
services in the budget that receives discre-
tionary funding increases. It is primarily a
labor force issue for the parents and might
therefore have been discussed in Eco-
nomic Security.

12Fora contrary perspective on the re-
lationship between type of child care and
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child wcll-bemg-mformal care being as-
sociatcd with poor outcomes-sec Thomas
(1995).

1:'1 have borrowed this idea from
Duncan (1995).

References

Annie E. Casey Foundation. 1994. Kids
Count Data Book: State Profiles ofChild
Well-Being. Baltimore, MD: Annie E.
Casey Foundation.

Brown, Brett V.199S. Indicators of Child
Well-Being: A Review of Current In-
dicators Based on Data from the Fed-
eral Statistical Agencies. Institute for
Research on Poverty SPECIAL RE-
PO RT, Indicators of Children's Well-
Being: Conference Paper. Madison, WI:
University of Wisconsin.

Citro, C.F., and Michael, R.T., cds. 1995.
Measuring Poverty A New Approach.
Washington, DC: National Academy
Press.

Congressional Research Service. 1996.
New Welfare Law: Comparison of the
New Block Grant Program with Aid to
Families with Dependent Children. CRS
Report for Congress (96-720 EPW).
Washington, DC.

Duncan, Greg]. 1995. Longitudinal In-
dicators of Children's Poverty and De-
pendence. Institute for Research on
Poverty SPECIAL REPORT, Indi-
cators of Children 's Well-Being: Confer-
ence Paper. Madison, WI: University
of Wisconsin.

Duncan, Greg ]., and Leslie Moscow.
1996. Longitudinal Indicators of
Children's Poverty and Dependence. In-
stitutefor Poverty Research. Evanston,
IL: Northwestern University.

Duncan, Otis Dudley. 1969. Social Science
Frontiers. Newbury Park: Sage Publi-
cations.

Ellwood, David T. 1988. Poor Support:
Poverty in the American Family. New
York: Basic Books.

Garfinkel, Irwin, and Sara S. Mcl.anahan
1986. Single Mothers and Their Cbil-

The Georgetown Publ ic Pol icy Review, 22 (Spring 1(97)

drenrA Neui/lmcrican Dilemma. Wash-
ington, DC: Urban Institute Press.

Garfinkel, Irwin, and Sara S. McLanahan.
1994. Single-Mother Families, Eco-
nomic Insecurity, and Government
Policy in Confronting Poverty Prcscrtp-
tionsforChange. Eds S. Danzinger, G.
Sandefur, and D. Weinberg. Cam-
bridge: Harvard University Press.

Gottschalk, P., and Robert Moffitt. 1994.
Welfare Dependence: Concepts, Mea-
sures and Trends. American Economic
Review, 84(2):38-42.

Hauser, Robert H. 1995. Indicators of
High School Dropout. Institute for
Research on Poverty SPECIAL RE-
PORT, Indicators of Children's Well-
Being: Conference Paper. Madison, WI:
University of Wisconsin.

Haveman Robert H. 1995. Assessing
Child Well-Being: How Many and
Which Indicators, and at What Cost?
Institute for Research on Poverty SPE-
CIAL REPORT, Indicators of
Cbildren's Well-Being: Conference Pa-
per. Madison, \VI: University ofWis-
consin.

Institute for Research on Poverty 1995.
IRP SPECIAL REPORT, SR 60
Volumes a,b, and c, Indicators of
Children's Well-Being: Conference Re-
ports. Madison, WI: University of
Wisconsin.

Keplinger, Daniel, Shelly Lundberg, and
Robert Plotnick. 1995. Instrument
Selection: The Case offeenage Child-
bearing and Women's Educational At-
tainment. Institutefor Research Oil Pov-
erty Discussion Paper 1077-95. Madi-
son, \VI: University of Wisconsin.

Lantz, Paul, and Melissa Partin. 1995.
Prenatal and Infant Health Indicators.
Institute for Research on Poverty SPE-
CIAL REPORT, Indicators of
Children's Well-Being: Conference Pa-
per. Madison, \VI: University of\\1is-
conS111.

Mayer, Susan E.1995. Income, Employ-
ment and the Support of Children.



Ending Welfare as We Know It

Institute for Research on Poverty SPE-
CIAL REPORT, Indicators of
Children's Well-Being: Conference Pa-
per. Madison, "'1:University ofWis-
consin.

Moffitt, Robert. 1992. Incentive effects
of the US welfare system: A review.
Journal of Economic Literature.
30(March):1-61.

Moore, Kristin A. 1995. Criteria for Child
Well-Being. Institute for Research on
Poverty SPECIAL REPORT, Indi-
catorsofChi/dren 'sWell-Being: Confer-
ence Paper. Madison, \VI: University
of Wisconsin.

Murray, Charles A. 1984. Loosing Ground:
Social Policy, 1950 -1980. New York:
Basic Books.

Phillips, Deborah, and John Love. 1995.
Indicators for School Readiness,
Schooling, and Child Care in Early
and Middle Childhood. Institute for
Research on Poverty SPECIAL RE-
PORT, Indicators of Children's Well-
Being: ConferencePaper.Madison, \VI:
University of Wisconsin.

Prosser, William R., and Matthew Stagner.
1995. Children in Dire Straights:
Whether We arc Progressing. Insti-
tute for Research on Poverty SPE-
CIAL REPORT, Indicators of
Children '.I Well-Being: Conference Pa-
per. Madison, \VI: University ofWis-
consin.

Smith, Judith R, ct al. 1995. Parental
Employment and Children. Institute
for Research on Poverty SPECIAL
REPO RT, Indicators ofChildren 'sWell-
Being: ConferencePaper.Madison, WI:
University of Wisconsin.

Starfield, Barbara. 1995. Health Indica-
tors for Preadolescent Children. Insti-
tute for Research on Poverty SPE-
CIAL REPORT, Indicators of
Children's Well-Being: Conference Pa-

155

per. Madison, \VI: University ofWis-
consin.

Super, David A., et al. 1996. The New
Welfare Law. Washington, DC: Cen-
ter on Budget and Policy Priorities,
August.

US Congress, House of Representatives.
1995. Welfare Reform Debate Infor-
mation. Letter from DickArmey, dated
March 16.

US Department of Health and Human
Services, Office of the Assistant Sec-
retary for Planning and Evaluation.
1996. Indicators of Welfare Dependence
and Well-Being: Interim Report to Con-
gress. Washington, DC: US Depart-
ment of Health and Human Services.

US Department of Health and Human
Services, Office of the Assistant Sec-
retary for Planning and Evaluation.
1996. Trends in the Well-Being of
America's Children and Youth: 1996.
Washington, DC: US Department of
Health and Human Services.

US Public Law 104-193. 104th Con-
gress, Second Session, August 1996.
Personal Responsibility and Work Op-
portunity Reconciliation Act ~f 1996.
Washington, DC: US Congress.

\Veaver,]. Kent, and VVilliamT. Dickens,
eds. 1995. Looking Before We Leap:
Social Science and Welfare Reform.
Washington, DC: Brookings Institu-
tion.

Wiseman, Michael. 1991. Research and
Policy: A Symposium on the Family
Support Act of 1988. Journal of Policy
Analysis and Management 10(4),588-
666.

Zill, N., and Christine W. Nord. 1994.
Runningin Place:HowAmerican Fami-
liesAre Faring in a Changing Economy
and all Individualistic Society. Wash-
ington, DC: Child Trends.



156 The Georgetown Public Policy Review, 22 (Spring 1997)

William Prosserwas until1995 a Senior PolicyAnalyst in the Office of the Assistant
Secretaryfor Planning and Evaluation at the Department ofHealth and Human Services
where he conducted researchand policy analysis of various welfare, anti-poverty and human
servicesprograms for low incomelamilie.\, He worked on President Clinton 5 welfare reform
and other anti-poverty proposals. Prosserisnow an adjunctprofessorat the Georgetown Public
Policy Institute.



Managing Urbanization in the
International Policy Process:

USAID's Approach in Latin America
f0 ~

CAROL ARMSTRONG
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The purpose of this article is to underscore some of the emerging
challenges that urbanization presents for international development agencies by
addressing the US Agency for International Development's (USAID) experience
in Latin American housing sector reform. The paper focuses on the emergence
of urbanization management as a central tenet of USAID's present and future
policy directives for Latin America. Examination of the historical role of USAID
policy in Latin America, specifically the Housing Guaranty Program, indicates
that its development assistance agenda has evolved from a concentration on
housing-based policy to a much more comprehensive policy that targets urban
infrastructure development, population issues and growth management, land-
use planning, rural-urban linkages, public and private financing innovations,
environmental management and economic investment ois-a-nns market
encouragement.

USAID AT THE CLOSE OF THE

TWENTIETH CENTURY

Urbanization management has become
an international priority in the last
decades of the twentieth century. Since
urban growth rates are increasing most
rapidly in the developing world, three
and a half percent versus one percent in
the more developed regions, urban
problems there are often most severe and
have the most far-reaching economic,
social and environmen tal impacts (W orld
Resources 1996-97). Poverty con-
cen tration in cities throughou t the world
has forced governments to reevaluate
their policies toward urban management
in general and basic service provision in
particular. Thus, international de-
velopment organizations, such as
USAID, have also begun to reevaluate
and reinven t themselves in order to more
effectively support developing country
governments in meeting the demands of
urbaniza tion.

In the postwar period, US de-
velopment assistance programs were
intended to restore the war-damaged
economics of Europe and Japan and to
resist the expansion of communism.
Acting out of self-interest as well as for
humanitarian motivations, the US
targeted developing countries with
policies that were intended to spur
economic growth, in accordance with
the belief that "poor nations make poor
markets" (Gang and Lehman 1990, 726).
In the late 1950s, the International
Development Cooperation Agency and
the Development Loan Fund were
established to further these foreign
assistance aims. The creation of USAID
by President Kennedy in 1961 to
consolidate the responsibilities of those
agencies represented a "shift of emphasis
from mutual security toward long-term
development assistance for economic
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growth. The intention was to promote
self-sustaining growth and the transfer
to developing nations the means to help
themselves escape . . .the low-level
poverty trap" (725).

Until the 1970s, the foreign assistance
approach to developing countries was
much like the policies aimed toward
Japan and Germany: capital building
that relied on "trickle-down" results.
Theoretical justification for this approach
stemmed from the belief that developing
country growth was constrained by
"insufficient investment activity," and
foreign aid was seen as an instrument to
supplement domestic savings. If
administered extensively, the intended
ou tcome of this assistance was a "takeoff'
(a term coined in the early days of the
space race) in domestic growth (725).
However, this approach-using heavy
initial investments to boost growth in a
foreign economy-was ineffective in
developing countries because many of
them did not have self-sustaining
economies or governmental capabilities
that provide the mechanisms to manage
long-term growth.

In 1973, Congress created the New
Directions initiative which required
USAID to change its foreign assistance
efforts by focusing its attentions on the
poorest residents of the developing
nations through a basic needs approach.
The New Directions mandate, which
authorized the basic needs approach,
implied a significant policy shift "from
capital-in tensive, tech nologically
complex projects to labor-intensive, rural
development of agriculture and light
industry, along with provisions of services
in education, nutrition, health care and
family planning" (725).

In the 1990s, USAID has again been
called upon to change its foreign
assistance program in developing
countries. Now, USAID must adapt its
policies to meet the needs of developing
countries that have experienced rapid
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economic growth, urbanization, gov-
ernmental reform and widespread
environmental deterioration. Many of
these changes have occurred simul-
taneously and are concentrated in urban
environments; USAID's foreign as-
sistance program has had to adapt in
order to address problems across diverse
sectors. To assess USAID's recent shift
in mission scope and its resultant
organizational policy changes, this paper
will focus on the history of USAID in
Latin America through a discussion of
(1) its largest and longest-standing loan
and credit program, the Housing
Guaranty Program and (2) examples of
its new urban management initiatives.

USAID HISTORICAL PROFILE AND
POLlcyOBjECTIVES

USAID was established by the US
Foreign Assistance Act in 1961. As a
fundamental agencyofUS foreign policy
USAID is intended to: "[administer]
economic assistance programs that
combine an American tradition of
international concern and generosity
with active promotion of US foreign
policy interests. It assists developing
countries to foster open markets and
individual initiative in order to improve
the quality of human life and to expand
the range of individual opportunities by
reducing poverty, ignorance, and
malnutrition"(Annual Report 1993, 1).
As with other international development
organizations such as the World Bank
and the United Nations Development
Programme, USAID is being asked to
prove its relevance and viability in a more
globally integrated world. Recent budget
cuts and future prospects of further
reductions, along with the proposal to
subsume USAID into the State De-
partment, have forced USAID to
reevaluate its programs and their
effectiveness. New policy approaches,
such as the emerging urbanization
management strategies for Latin
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America, have resulted from USAID's
attempt to refine, prioritize and
financially constrain its policy agenda.
USAID has faced increasing criticism in
recent years; its relevance as the
appropriate vehicle for international
policy is often questioned in con-
temporary budget deliberations, which
has resulted in intense media scrutiny.
For example, a 1993 ForeignAffairsartide
proposed its abolishment: "After 45 years,
America's foreign bilateral assistance
program lies dead in the water. Its
principal flagship, the United States
Agency for Intranational Development,
has become a dispirited bureaucracy
lacking leadership, resources and
rationale. Rather than burden USAID
with yet more policy reversals and
program redirections-as happened after
each pivotal change in electoral politics
during the last thirty years-the best
approach the Clinton administration can
take is to scuttle America's bilateral aid
program and begin anew with a concise,
clearly defined initiative to promote
environmentally sound forms of econ-
omic growth" (Clad and Stone 1993,
196).

Despi te such criticisms, Congress has
not yet proposed a large-scale alterna tive
to USAID, but instead has continued
with a prescription for fiscal overhaul,
thus forcing a reduction in its size or a
decrease in its administrative budget.

HISTORY OF THE HOUSING
GUARANTEE PROGRAM

USAID's Office of Environment and
Urban Programs (formerly the Office of
Housing and Urban Programs) has
overseen the implementation of the
Housing Guaranty (HG) Program and
its loan agreements since 1963. The
Housing Guaranty Program, which was
established by Section 244 of the Foreign
ASSIstance Act of 1961, secures funds
from the US private sector to provide
long-term financing for low-income
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shelter and urban upgrading programs
in developing countries. The US
government underwrites with a "full faith
and credit guaranty" (USAID 1995, 2).
The Office of Environment and Urban
Programs administers USAID missions
in developing countries through its
Regional Housing and Urban De-
velopment Offices (RHUDOs) and by
supporting local Mission Housing
Officers. These programs operate in
Latin America, the Caribbean, Asia,
Africa, the Near East, Eastern Europe
and the New Independent States of the
former Soviet Union.

The HG Program is one of USA IDs
few credit programs. The program is
loan-based and involves direct trans-
actions between lending institutions in
the United States and organizations
(primarily governments, but increasingly
private companies and nongovernmental
organizations [NGOs]) in recipient
countries. Because the US government
guarantees repayment of the housing
guarantee loans, US lenders are willing
to offer reduced interest rates. No US
taxpayer dollars are used for the loans;
each loan is strictly a USAID-managed
transaction between the recipient country
and lender institution. However, part of
USAID's budget is allocated for the credit
guaranty of the housing guarantee loans.

According to Jack Gisinger, Housing
and Development Officer for Latin
America at USAID's Office of En-
vironment and Urban Programs, the
Housing Guaranty Program was
designed to gradually allow a transfer of
project ownership as governments
facilitated public-private partnerships
and became more capable of managing
housing contracting and financing
themselves: "USAID is not so much
concerned with building houses as with
establishing some viable mortgage system
of long-term financing ... governments
must be able to provide land, legal
infrastructures, and the policy framework



160

for a national mortgage system, not
necessarily concern themselves with the
building of houses" (Gisinger 1995).

Mr. Gisingeralso indicated that there
have been few defaults on HG Program
loans because USAID places credit
conditions (e.g., a pre-approved cost-
recovery plan that articulates each
country's ability to pay back loans
expeditiously) upon countries that wish
to be included in the HG Program.

A US General Accounting Office
(GAO) Report was commissioned in
response to a request by US Re-
presentative Toby Roth, (R-WI),
Chairman of the Subcommittee on
International and Economic Policy and
Trade, to examine the HG Program's
evolution, financial condition and
impact. The report, Foreign Housing
Guaranty Program: Financial Condition
Is Poor and Goals Are Not rlcbieoed,
concluded that USAID has had and will
continue to have difficulty in managing
a large numberofloan defaults: "... [tjhe
amount of debtthat defaulted borrowers
owe USAID has been escalating in recent
years ... Based on USAID's portfolio
of rescheduled debt USAID can ul-
timately expect to recover only about
one- half of this debt ... the probability of
default for most of the Latin American
countries with the greatest Housing
Guaranty Program debt, despite recent
economic improvements, still exceeded
50 percent" (GAO 1995,37-39).

In response to such criticisms, USAID
has begun to institute reforms which
more closely realize a performance,
resul ts- based format. A September 1996
GAO analysis revealed that agency-wide
fiscal and other organizational changes
have been made, but will not be realized
prior to the 1998 budget cycle (GAO
1996, 27-28). Notably, the com-
missioningofthe 1995 GAO assessment
ofUS AID's Housing Guaranty Program
suggests that the agency must conform
to more stringent fiscal standards in
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maintaining its present programs and in
laying the groundwork for future
programs in Latin America.

There is a movement within USAID
to expand the HG Program, however,
critics argue that the neediest countries
are often the worst credit risks, and
therefore do not receive adequate
assistance (Gisinger 1995). The concern
that "more needy" recipients are not
being included in the Housing Guaranty
Program is also addressed in the GAO
Report which recognizes the problem at
the sector-level: "Although the Housing
Guaranty Program has contributed to
shelter sector reforms in many par-
ticipatingcountries, ithas not stimulated
increased private investment in low-
income shelter, one of the program's
long-run objectives. Further, in nearly
every country visited for this review,
GAO observed pr ogr am-frnanced
shelter projects that were outside the
reach of the poorer families that the
program is supposed to target" (GAO
1995,3).

The main conclusions of the report
suggest that the program is eligible for
elimination by Congress or, if main-
tained, mustundergo substantial changes
to "strengthen [its] financial condition
... and improve its management" (GAO
1995, 1).

Congress has appeared reluctant to
completely abolish USAID's Housing
Guaranty Program. There are numerous
factors that seem to have made its
elimination unlikely: USAID has
maintained a presence in Latin America
(and other regions worldwide) through
its HG Program for over three decades;
the HG Program has demonstrated a
willingness to undergo policy reforms
when directed by Congress; HG
Missions have developed an extensive
network of foreign assistance contacts
with governments, institutions and
individuals in developing countries; and
the HG Program provides a structural



Managing Urbanization in the International Policy Process

basis for new missions in US foreign aid.
To better understand the extent of
USAID's involvement in developing
countries through the HG Program, it is
instructive to review the Program's policy
process.

POLICY PROCESS

The Housing Guaranty Program is
administered by the Regional Housing
and Urban Development Offices
(RHUDOs) that coordinate Program
activities in each recipient country.
USAID manages, implements and
designs each mission through the
following process: (1) Reaches an
agreement with a developing country to
build housing for its low-income
residents; (2) Establishes mutually
agreeable loan standards and long-term
financing; (3) Negotiates with each
recipient country to determine a cost-
recovery plan (country must articulate a
long-term budget for managing the
project costs and repayment schedule);
(4) Seeks compatible lending institutions
in the US money markets and solicits
contract proposals; and (5) Helps design
and contract the housing models that
meet building standards, be replicable
and be affordable for low-income
residents.

While USAID has not yet conducted
a formal evaluation of the entire Housing
Guaranty Program, individual project
evaluations are required. As an aid to
project managers and decisionmakers in
evaluating project impacts, a set of
housing and urban development
indicators are used. Specific project
officers choose indicators that "cor-
respond to the foci of each HG project
and use them to help monitor relevant
sectoral conditions" (Kehew 1994, 1).

From these individual evaluation
reports that use indicators such as
infrastructure expenditures per capita and
house price to income ratios, RHUDOs
have compiled regional summary
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evaluations. The individual evaluations,
completed at the midterm and final
points of each project, are conducted by
teams of external contractors. USAID
employees that are not directly involved
with the project being examined also
participate in the evaluations. Formal
audi ts of the Housing Guaranty Program
and its mission projects are conducted by
the US Office of Management and
Budget (OMB). OMB assesses the
financial condition of the overall program
to determine whether funds are properly
channeled. The Office of the Inspector
General also conducts audits of USAID
programs in the form of performance
evaluations to determine whether the
allocation of funds are achieving the
intended results. Based upon the
recommendations of OMB, the Ad-
ministration and Congress deliberate the
funding status of USAID; formal
evaluations conducted by the GAO and
other external consultants provide
additional grounds for assessment.

USAID's history in housing sector
reform in Central America provides an
example of its changing approach to
urban development policy. The HG
Program policy has evolved through five
distinct stages: the Builder-Developer
Period( 1961-1965); the Savings and Loan
Period (1965-1972); the Basic Human
Needf Period (1973-1980); the Public-
Private Partnership Period(1981-1989);
and the New Urban Challenges Period
(1990s) (USAID 1995,2-8). Each period
is distinguished by a shift in USAID's
program focus: initially to address loan
setups and eventually to encompass the
more sophisticated legal and financial
investment needs that arose as the
program matured. The Housing Gua-
ranty Program has had a particularly
long and extensive presence in the region.
The program has provided $397.1
million in HG loan guaranties and over
$252 million in grant resources to finance
and support over 50 housing programs
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that have benefitted more than 142,000
families from 1963 to 1992.

Builder-Developer Period
(1961-1965)

The original purpose of the HG
Program was to develop pilot and
demonstration housing projects in
Latin America. Throughout this
period, US builders were brought in
as advisors to share technical
assistance and technology transfer-
in-application. HG projects during
this period involved the US Federal
Housing Administration (FHA) and
US builder-developers in the con-
struction of single family homes for
middle-income families. Contracted by
l JSAID, FHA approved the housing
project plans. Mostofthe 3,000 housing
units completed during this time were
constructed by local builders who worked
in conjunction with their US counter-
parts. The American Institute of Free
Labor Development of the AFL-CIO
used HG funds in its work to provide
housing for members of Central
American trade unions. At the end of
the Builder-Developer Period, many
technical, legal and administrative
problems emerged that "pointed to the
need to restructure the HG Program in
order to better channel resources" such
as seed capital and credit for long-term
mortgages (USAID 1995, 4).

Savings and Loan Period
(1965-1972)

The HG Program expanded to
incorporate institution-building cl-
ements that shifted the program focus
toward housing finance through savings
and loan institutions (S&Ls), provision
of seed capital investments to support
trade unions and credit cooperatives and
long-term home mortgaging plans. US
S&Ls became the major providers of US
pnvate financing in the 1970s. Homes
for middle-Income families were
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constructed primarily by host country
builders. A large amount ofHG resources
were provided by the Central American
Bank for Economic Integration. HG
Program managers began to explore
options to expand the financing and
construction initiatives to accommodate
lower-income families.

Basic Human Needs Period
(1973-J980)

The New Directions policy climate
in the US resulted in amendments to the
Foreign Assistance Act in 1973, 1975
and 1978. New H G Program com-
ponents were designed to ameliorate
problems of the urban poor: funds could
be used for housing and related services
such as electricity, water, sewage, slum
upgrading and other physical im-
provements. Program focus shifted to
community development and the
provision of progressive shelter "sol-
utions" in the form of smaller houses,
sites and services; physical infrastructure;
and lower-density site planning. During
this period, HG Program managers
realized the importance of incorporating
private funding sources into their shelter
program financing.

Public-Private Partnership Period
(/981-1989)

This period marked USAID's in-
creased reliance on individual initiative
and the private sector within developing
countries to provide housing construction
and financing. Recipient country
governments assumed the role of
facilitator by providing infrastructures
and a policy framework com pa tible wi th
improvements in widespread shelter
conditions. With the participation of
private-sector developers and lenders,
the HG Program moved from a project-
focused stratq,'}' to a sector-lending
strategy and encouraged the "reform of
national policies and of institutions which
provided shelter and urban services ... by
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tying HG disbursements more closely to
policy and institutional accomp-
lishments, rather than progress in
implementing specific projects" (USAID
1995,5-6). These changes were brought
about by the difficulties Central
American countries had in replicating
projects of the previous decade because
of policy and institutional constraints
within the recipient country gov-
ernments.

Nell' Urban Challenges Period
(1 990!))

USAID has attempted to tailor the
H G Program within individual countries
and across dynamic regions. Recognizing
that Central and South America are
"quickly losing their traditional rural
image, and no other area matches their
fast pace of urbanization," USAID has
moved to adapt its Housing Guaranty
Program as a support structure for its
future efforts in urbanization man-
agement in these regions (UNFPA 1987,
16). Over the past34years, the focus and
geographic scope of the Housing
Guaranty Program have changed
significantly. The program focus has
reached beyond home construction and
mortgage financing to also include urban
infrastructure financing and govern-
mental policy reform (GAO 1995,2).

For example, the Housing Guaranty
Program has evolved from a foundation
for new development strategies to a
support mechanism (for grant programs)
for regional objectives of USAID's new
urbanization-management initiatives.
Specifically, USAID's mission objectives
in Central America through this program
have broadened to address urbanization
issues in the region.

Since the availability of land and
essential services constitutes the heart of
the shelter problem in developing
countries, municipal government, which
theoretically controls urban land and its
use, is a key player in the shelter delivery
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system. The municipalities have become
the point of departure for programs and
activities in favor of strengthening and
enfranchising local governments and
their communities (GAO 1995, 7).

Since 1990, the RHUDO for Central
America has promoted a regional strategy
of municipal development that en-
courages more democratic institutional
change through political and economic
empowerment oflocal communities. In
Central America, the RHUDO is
implementing a new policy approach
that continues to support the objective of
HG Programs to serve low-income
families and now includes: (1) a shift
away from central to local government
control over the delivery of services,
certain economic regulations and
political responsibility; and (2) com-
munityempowerment, in the context of
political leadership and accountability,
to make democratic decisions which
address basic needs, the quality and
quantity of urban infrastructure and land
use (7).

More recently, as shifting demo-
graphics have put more people in cities,
USAID has decided to join the World
Bank, the lntcr- American Development
Bank and other intranational aid
institutions in making urban issues a
priority. Because USAID's past ex-
perience has been primarily in housing,
the policy shift to urban infrastructure,
such as sanitation, water, solid waste
removal and utilities management comes
naturally (Gisinger 1995). That is, since
the construction of housing units and
the concomitant building of communities
necessarily involves the establishment of
these supportive infrastructure services,
USAID Housing Guaranty Program
personnel have acquired extensive
expertise in these related areas.

The expansion of USAID's con-
temporary urban development objectives
in the New Challenges Period has
resulted in new programs, such as: the
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Local Government Outreach Strategy
project, the USAID Municipal De-
velopment and Management Program and
the United Nations Sustainable Cities
Initiative (World Resources 1996-97,
144). Each of these programs brings
together many objectives of urban
development policy that have been
addressed separately in the past:
"Countries cannot afford the luxury of
trying to sustain a housing finance system
that is insulated from other financial
markets, nor a housing investment
strategy that looks only at physical
development plans ... the most important
contribution that public policy can make
to iocal economic development is to
control the overall urban cost structure.
The government's key tools in doing this
are land regulation, infrastructure
investment, building regulations, and
public service supply" (Peterson,
Kingsley, and Telgarsky 1991, 38, 41).

The following is a brief discussion of
some applications of USAID's new
urbanization management policies in
Chile and Ecuador. These countries were
chosen as examples because of their
distinct urban reform needs.

USAID MUNICIPAL GOVERNMENT
REFORM STRATEGIES

Chile
USAID chose to approach housing

and urban problems in Chile through
municipal management policies that
encourage local government reform.
Chile presented an excellent opportunity
for municipal government reform
strategies because of the extensive
decentralization and privatization that
came about under its military gov-
ernment: 'With the military takeover,
there came textbook reform in local public
finance. Chile adopted a professional
system of local budget formulation,
monitoring, and control through which
the government completely eliminated
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municipal deficits. The central gov-
ernment turned over the administration
of the education and primary health care
systems to local governments which
represen ted by far the greatest devolu tion
of expenditure responsibility in Latin
America" (Peterson 1991, 7).

Despite the devolution of central
government responsibility, there was no
democratic choice in the system: "there
was still. .. no accountability of officials
to the local electorate ... no local elections,
no local authority to approve budgets,
and no local authority to set tax rates or
impose new taxes" (Peterson 1991, 7).
Following restoration of the democratic
government in Chile in 1987, USAID
was called in to help design a project that
would accommodate the new gov-
ernmental changes in a democratic
context by: reestablishing local elections,
restoring budget oversight responsibility
to local councils, creating flexible tax
and fee rates for local governments and
introducing greater freedom of choice
regarding provision of services at the
local level. For Chile specifically, the
reform efforts are founded on the
development of a responsible fiscal system
that includes: technical competence in
budget preparation; political com-
mitment to differentiated service
platforms in local elections; a national
fiscal system that refuses to bailout local
governments facing overruns; and
institutions and procedures that layout
choices, realistic cost estimates, as well
as implications for local fee or tax
payments to the local electorate (8).

In addition to ongoing Housing
Guaranty activities such as the Chile
Private Sector Cooperative Housing
Program and the Housing II Program
which support expansion activi ties of the
private sector to provide low-income
housing, Chile has begun the Chile
Private SectorShelter and Urban Initiatives
Program. This program is intended to
increase local government and NGO
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participation in mortgages to low-income
families and to create support for urban
revitalization projects.

By helping municipal governments
to expand their capacities for multi-
sectoral service provision, these programs
are taking a more comprehensive
approach that ultimately aims to reduce
USAID's role in the region. The goal is
to institutionalize the housing and urban
reform responsibilities within the
Chilean government.

Ecuador

Ecuador requires special attention
from international aid organizations
because of the extensive problems
urbanization has caused: "Urban Ecuador
faces severe environmental problems
related to the explosive growth of
marginal housing. In the City of
Guayaquil (pop. 1.7 million), some 60
percen t of the popula tion lives in marginal
areas, lacking water, sewerage and solid
waste collection. . .Altogether nearly
half( 48 percent) of the urban population
in Ecuador reportedly lives in unserviced,
informal or environmentally marginal
areas" (Kehew 1994, 32).

For nearly a decade, USAID has
administered municipal development
policies in Ecuador that target shelter
provision, fiscal reform, environmental
improvement and protection and disaster
relief. In 1991, the Government of
Ecuador, the World Bank and the Inter-
American Development Bank formally
agreed to a municipal reform program-
the Program de Desarrollo Municipal
(PDM). USAID did not seek inclusion
in the direct implementation of the
PDM, instead it chose a complementary
role of working with smaller clusters of
municipalities versus a country-wide
approach. Officials of the USAID
Mission in Ecuador were included in
development of the program which was
formulated after extensive meetings wi th
local mayors, public officials, business
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leaders, community groups, NGOs and
private sector representatives. The public
education style format of the program's
scoping mission was intended to facilitate
a public dialogue and to promote local
level participation in governmental
reform.

USAID has also enacted a more direct
type of reform policy in its Regional
Local Governance and Municipal
Development Project for Ecuador. In
Ecuador, USAID used HG funds to
encourage legislative reform of the City
of Quito's Municipal Water Authority.
The Water Authority installed new
accounting and information man-
agement systems that consequentlyaided
in improving its budgetary decision-
making process, plans for service
extension, tariff structures and water leak
detection. Also, as a result of USAID-
funded technical assistance, the Water
Authoritychanged its construction codes
to provide new service at prices more
affordable to Quito's low-income
families. In three years, the Water
Authority upgraded 60 percent of its
existing services to Quito's marginal
neighborhoods, benefitting 180,000
people (Keller 1995). USAID's policy
approach in the Water Authorityexample
demonstrates the recent changes in its
mission scope. USAID recognizes the
need to address widespread urbanization
problems in Ecuador, and the only way
to assure the needed changes will endure
is to institutionalize them in a policy
context that accommodates low-income
urban populations-the most needy
recipients.

In both Chile and Ecuador, USAID's
role can be seen as having expanded
from that of external aid organization to
influential (partisan) institution of
democratic governmental reform.
However, the involvement of USAID
has receded to more of an advisory role
as economic expansion and governmental
reform in developing countries have
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enabled them to initiate and institute
widespread reform. "Municipal man-
agement is something that contributes
to major political change ... by more
directly helping developing countries to
'do it for themselves.' The greater the
autonomy of localities, the closer the
decisionmaking is to those who are most
directly affected by those decisions"
(Gisinger 1995). The increasing
urbanization of developing regions like
Latin America, where some 75 percent
of the total population live in cities,
indicates that the trend toward inter-
national aid policies that target urban
problems, such as USAID's Municipal
Management Program, will continue
(Gisinger 1995).

CONCLUSIONS: THE NEXT STEPS

USAID has already made progress in
moving toward an urbanization man-
agement focus in its future policies by
integrating its urban-related activities
within the agency and by coordinating
efforts with NGOs and private donors
to leverage a declining level of resources.
In Latin America, long-standing
programs such as the Housing Guaran ty
Program, have provided a policy
framework through which USAID is
developing more comprehensive regional
reform through municipal management
and urban development policies. The
nascent Sustainable Cities Initiative
program has been embraced by USAID
in its efforts to join forces with other
global development assistance agencies.
USAID's support for the program
reaffirms its present and future com-
mitment to urban development policy:
"The Sustainable Cities Initiative ... re-
flects USAID' s ongoing efforts to leverage
its own resources to the bestofits ability.
. . the Initiative will be able to best
exploit the synergies, and to minimize
the overlap, between various existing
USAID activities trying to meet urban
demands in the developing world"
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(Sustainable Cities 1995,2).
The Sustainable Cities Initiative is

intended to meet contemporary chal-
lenges to "human health, environmental
quality, and economic productivity
proposed by an increasingly urbanized
world [through] technical assistance to
increase capacity building of local
governments, NGOs and the private
sector. .. to work together to articulate a
shared urban agenda" (1).

Other international aid organizations
are realizing a shift in development policy
priorities that focus on the ramifications
of urbanization. Habitat for Humanity
International, an NGO which docs not
receive funds from USAID, supports
USAID's policy changes that facilitate
the building of public-private partner-
ships in institutionalizing comprehensive
reform across manydevciopmentsectors.
According to Todd Zylstra-garth (1995),
International Liaison at Habitat for
Humanity International: "USAID is
moving in a promising direction (that
other government agencies should
follow) by working with NGOs and
other interest groups at the local level.
This method will result in sustainability
of needed change ifUSAID continues to
stress affiliation and not control in the
continuing decentralization efforts of
developing countries."

Similarly, the World Bank's Urban
Policy and Economic Development Agenda
for the 1990sand the Habitat II Agenda,
which was reaffirmed by many nations
in Istanbul, Turkey, in June 1996,
promote democratic reforms and a multi-
sectoral approach to global urban reform
efforts (World Bank 1991).

USAID has taken a broader approach
to its housing policy in Latin America
recognizing that shelter provision is only
a part of a wider community network .
USAID is now addressing the social as
well as physical infrastructure elements
that support residential communities.
By revising its objectives to encourage
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participatory government involvement
through the Housing Guaranty Program
process, USAID is fostering sustainable
development and more clearly defining
the limitations of its role. USAID's work
in reshaping its long-standing Housing
Guaranty Program in Latin America
recognizes that sector-by-sector ap-
proaches to development are not the
most promising directions for the future.
Instead, a multi-sectoral approach to
urban development that defines housing
as a central, but not isolated, component
of wider communities appears to be a
more adequate means of coping with the
contemporary forms and functions of
cities in the developing world.
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Hard Lessons: Public Schools and
Priuatizatlon. By Carol Ascher, Robert
Berne and Norm Fruchter.
Twentieth Century Fund Press, 1996.
144p.

After years of educational innovation
and experimentation with privatization,
Carol Ascher, Norm Fruchter and Rob-
ert Berne put the market theory of
education to the test in liard Lessons:
Public Schoolsand Privatization. Ascher,
a senior researcher at N cw York
University's Institute for Education and
Social Policy, specializes in urban edu-
cation issues. Fruchter, also at NYU, is
an experienced urban education practi-
tioner credited with developing several
innovative public school programs in
New York. Berne's expertise lies in the
sphere of education finance and gover-
nance, and he currently serves as direc-
tor of academic development at NYU.
The authors shed light on the promises
of privatization, exposing the results of
such efforts by evaluating controversial
efforts of the past 30 years.

Reports of dismal levels of student
achievement, particularly in financially-
strapped urban areas, have spurred in-
novative privatization efforts in public
schools across the country. Pri-
vatization' with its promises of market
efficiency, lower delivery costs and re-
duced bureaucracy, has spawned na-
tionwide experimentation efforts since
the 1960s. Hard Lessons focuses on two
of privatization's many facets: contract-
ing out public schools to private, for-
profit companies and the institution of
voucher systems to maximize parental
choices. The authors scrutinize such
efforts in eight economically depressed
cities and review the success of each

based 011 five criteria: improved student
outcomes, decreased cost, increased
parental involvement, improved ac-
countability and equity. The analysis
begins with sharp criticism for the ra-
tionale of privatization and the assump-
tions about choice behavior upon which
the market theory of education rests.
Without condemning all privatization
of public services, the authors assert the
unique characteristics of public educa-
tion will confound many market-based
reforms.

Privatization will not fulfill prom-
ises of pure choice theory because school
choice is not universal. Dccisionmak-
ing within a school is determined by a
combination of immeasurable variables,
and choice programs are not free from
regulation. By introducing market
mechanisms, profit-incentives and com-
petition into public schools, privatizers
remove education from the public
sphere, transforming it into a "consum-
able item." The authors contend that
this would be an unfortunate change
because of public education's tics to
democracy and the advancement of
civil society.

The authors focus primarily on re-
cent controversial experiments in Bal-
timore, Maryland and Chelsea, Massa-
chusetts as proof that privatization falls
short offulfilling its promises. Based on
their five-point criteria, they contend
that privatization experiments have
failed at every stage-accountability was
splintered with the introduction of
stockholders, parental influence de-
creased, new layers of inefficient bu-
reaucracy were created and there was
no substantial increase in standardized
test scores. Besides failing to improve
schools, privatization experiments have
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not answered serious questions about
how a private company can ensure equal
opportunity for all children. They warn
that America's national commitment
to equal opportunity may be abandoned
if reformers continue to pursue
privatization in education.

While Hard Lessons provides com-
pelling arguments against privatization,
it has shortcomings. Rather than
conduct their own evaluation of the
experiments, the authors rely on existing
and often deficient evaluations of the
experimental schools. A true assessment
of these cases is not available because
studies were conducted mid-way
through the reforms and every school
prematurely terminated their contracts,
making it impossible to ascertain the
full effect of the privatization efforts.
The use of standardized test scores as a
measure of achievement is itself
problematic. 'The success of educational
reform does not rest solely on short-
term increases in test scores, but rather
on individual students' long-term
achievements. Because of this inherent
dilemma, the authors cannot unequiv-
ocally state that privatization failed to
improve student outcomes, only that it
failed to improve short-run test scores.
Finally, although Hard Lessons provides
important criticism and evidence on
school choice, it does not provide a
similar critique nor any solutions for the
current public education system.

Despite these problems, Hard
Lessons offers important evidence on
the administration of schools by for-
profit companies. It encourages the
reader to ponder the purpose of our
education system and why it has
remained public for so long. The reader
is challenged to reassess the goals of
education and to critically analyze
privatization efforts before blindly
following the rhetoric of market theory.

MICHELLE CHAFfEE

Georgetown University
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Debating the Future of American
Education: Do We Need National
Standard, and rlssessments? Edited bv
Diane Ravitch. The Brookings Insti~
tution, 1995 182 p.

The standards movement, an effort to
set higher expectations for all students,
has gained strong support over the last
decade, but there is much controversy
over how to translate the vision of high
standards into practice in classrooms
across the country. Who will develop
the standards? How detailed should
they be? What type of assessment will
best promote achievement of high stan-
dards? The Goal, 2000: Educate America
Act if 1994 attempted to answer these
questions by establishing a federal
framework to support local standards-
based reforms. Although the law has
been attacked repeatedly by conser-
vatives in Congress, local reform initia-
tives continue and debate about stan-
dards rages on in state legislatures.

Debating the Future ~lAmcrican Edu-
cation, a collection of nine articles by
educators, researchers and policy ex'-
perts, provides a well-balanced macro-
view of the national debate on stan-
dards and assessments. In presenting a
broad range of conflicting policies, the
book encourages readers to consider
larger practical, political and social bar-
riers to successful standards-based re-
form.

Since public school management is
traditionally the domain of local gov-
ernment, the national standards move-
ment has sparked heated ideological
conflict over the federal role in public
education. Marshall Smith, President
Clinton's Undersecretary of Education,
champions the progressive 'systemic
reform' approach, calling for federally-
supported changes in teacher training,
curriculum and other resources to sup-
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port higher standards. Neo-conserva-
tives. like Chester Finn. advocate a
hands-off 'standards and accountabil-
ity' model that holds schools account-
able for outputs, such as student achieve-
ment, rather than educational inputs.

By clearly illustrating the ideologi-
cal conflict at the root of the standards
and assessment conflict, Debating the
Future highlights the unfortunate ab-
sence of empirical research findings.
Although the contributors rely heavily
on quantitative research to prove that
American schools are in trouble, they
present little empirical data to support
their strategies for improving student
achievement. Qualitative comparisons
and anecdotal evidence are used to sup-
port performance standards and portfo-
lio assessments. Traditional multiple-
choice testing is defended by citing
technical difficulties in comparing non-
standardized tests. Behavioral argu-
ments are used to promote high-stakes
national testing.

The current debate about standards
also fails to adequately address the
achievement gap among American stu-
dents. Dominant models of reform re-
quire teachers, parents and community
members to invest considerable time
and resources to develop and imple-
ment standards. However, as illustrated
in Jonathan Kozol's eye-opening book,
Savage Inequalities, many schools with
low student achievement, often high
poverty urban schools, lack the re-
sources and social capital necessary to
carry out current reform proposals. Con-
versely, reform is most likely to succeed
in wealthy districts where parents,
teachers and community members are
active in the schools-schools where
kids arc already achieving.

Debating the Future of American
Education clearly illustrates the national
debate around standards and assess-
ment and exposes common weaknesses
in the leading policy paradigms for stan-
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dards-based reform. Readers who arc
new to these issues will find this book to
be accessible, highly informative and
even entertaining. For seasoned
policymakers, the book offers a new,
broader perspective that inspires one to
move beyond ideological warfare and
use more rigorous analysis to identify
realistic, thoughtful policies that will
help all students achieve high stan-
dards.

KRIST! Ktxinxu,
Urban Institute

Kid, Having Kids: Economic Costs and
Social Consequences if Teen Pregnancy.
Edi ted by Rebecca A. l\1aynard
The Urban Institute Press,
Washington, DC 1997

The US teen pregnancy rate is more
than twice that of any other advanced
country, with 58.9 births per 1000 teen-
age girls age 15-19, leading to 505,000
births each year. Contrary to what many
assume, this is not a recent crisis. The
teen birth rate is lower now than 40
years ago, and is declining. Neverthe-
less, teen mothers and their reliance on
public assistance have become the cen-
ter of much concern. Compared to
women who delay childbearing, teen-
age mothers have lower levels of educa-
tional attainment and thus earn lower
wages, and consequently suffer high
poverty rates and longer periods of de-
pendency on welfare.

Under the direction of edi tor
Rebecca Maynard, Kids Having Kids:
Economic Costs and Socia! Consequences
of Teen Pregnancy identifies the extent
to which the undesirable outcomes as-
sociated with teen pregnancy are attrib-
utable to teen pregnancy per sc rather
than the wider environment. Starting
with a background study of trends in
teenage pregnancy, the book presents
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seven coordinated studies on particular
dimensions of adolescent childbearing.
Each can be read independently, but
together they give a comprehensive
accounting of teen pregnancy's social
costs.

The findings of the first study, "The
Impacts of Teenage Childbearing on
the Mothers and the Consequences of
Those Impacts for Government," con-
tradict the conventional wisdom that
teenage mothers would be better off if
they delayed childbearing. The authors
compare teen mothers with teen girls
who miscarried in order to isolate their
varying background characteristics.
Early motherhood itself has little effect
on women's education and earnings.
Rather, the socioeconomic environ-
ment of these teens contributes to their
lower education and earnings poten-
tial. This study also examines the net
cost of public assistance for teen moth-
ers' measured as their lifetime earnings
and government revenue from their
taxes. They conclude that except for
medical care, net costs to taxpayers of
welfare for teenage mothers are mini-
mal,

The subsequent chapters examine
the consequences of teen pregnancy
for the fathers and children, as well as
long-term economic implications. In
contrast to mothers, teen pregnancy
lowers the socioeconomic potential of
the fathers, provided that fathers either
choose or are forced to support the
mother, Furthermore, the children of
teen mothers are more susceptible to a
number of problems, such as poor
health, child abuse, placement in foster
care, adolescent criminal activity and
reduced economic and social success in
adulthood. These losses in human po-
tential, and the resulting public costs,
form a powerful argument in favor of
public interventions to delaychild-bear-
mg.

In considering theoretical reasons

for the small independent effect of teen-
age childbearing on a girl's life, the
authors contend that they actually pre-
fer to be earlychildbearers. Future teen-
age mothers score comparatively lower
on aptitude tests prior to becoming
pregnant. Hence pregnancy is an ef-
fect, rather than a cause, oflower pros-
pects for a complete education. Conti-
nuity and job-specific experience are
more important than educational cre-
dentials to these women's earnings po-
tential. Early childbearing allows them
to do better in the adult labor market.
However the authors do not take into
account risk factors such as excessive
use of tobacco and alcohol, which arc
also strongly associated with these girls'
socioeconomic well-being and lower
educational attainment, nor other pos-
sible negative effects of pregnancy and
miscarriage.

Furthermore, a conclusion that teen-
age childbearing is a choice in the tim-
ing of life cycle behavior ignores the
profound personal costs. We do not
learn what proportion of these teens
wanted to become pregnant in the first
place, nor how many of these preg-
nancies occurred due to lack of contra-
ceptive access or knowledge. Other sur-
veys of teenage girls make the conclu-
sions about life-cycle planning difficult
to accept. A survey of girls aged 12-19
by Mark Clements Research found that
80 percent believed having a babywould
have a negative effect on their life,
indicating that the remaining 20 per-
cent may not be aware of the negative
consequences of early childbearing.
Many respondents said that self-es-
teem problems, and consequent sexual
relations with older men, are major
factors in teen pregnancy.

Despite these problems of generali-
zation, Kids Having Kids' quantitative
measures and analyses provide consi-
derable insight into the economic and
social costs of teenage childbearing,
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not only to the women themselves, but
also to the children, fathers, and society
at large.
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Reality and Research: Social Science and
U.S. Urban Policy Since 1960
George Galster, Editor
Washington, DC: The Urban Institute
Press, 1996

More than a history of urban legislation
since the election of President Kennedy,
Reality and Research: Social Science and
US. Urban Policy Since 1960 is also a
study of the interrelationship between
social science research and urban
policymaking. Editor George Galster,
a Program Director and Principal Re-
search Associate at the Urban Insti-
tute, brings together recent essays by
leading urban policy analysts, most from
the same Washington, DC, think tank.
Each essay reviews the legislative evo-
lution of a single urban-related issue
from 1960 to 1995, and evaluates the
role of research in determining or influ-
encing these policies. Major topics in-
clude economic development, poverty,
family support, social welfare, housing,
transportation, land use, education, drug
abuse, racial discrimination and inter-
governmental financial relations. A few
authors-most notably the editor him-
self-go back as far as the post World
War II era, arguing that more recent
policy decisions cannot be understood
without providing additional historical
context.

Reality and Research readily lends
itself to an urban policy course, al-
though the general reader interested in
a compilation of the major urban policy
developments in the latter half of the
twentieth century will find the book
comprehensive and easy-to-read. Cur-
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rent policy analysts will find the au-
thors' insights particularly helpful, given
that most contributors provide sugges-
tions on how policy researchers can
improve the chances that their work
will influence policymaking. At the
same time, policy students will be dis-
heartened to hear seasoned researchers
lament that even the most comprehen-
sive research is often ignored, dismissed,
politicized or misinterpreted. Most au-
thors emphasize that political defini-
tions of policy problems do not always
reflect informed, systematic research.
Policy analysts are bound to be frus-
trated because, in Galster's words, the
"impact of evaluations of specific poli-
cies has depended on whether the pre-
vailing ideology of the period was con-
gruentwith research conclusions" (158).
Furthermore, the lack of consensus
among policy researchers themselves
has further diminished any potential
impact on policy.

At times, the reader may forget that
Reality and Research is supposed to fo-
cus on urban policy rather than public
policy in general. Many of the authors'
discussions are not exclusively "urban."
The sections on transportation, land
usc, and education, for example, dis-
cuss them in regional and even national
contexts, while the chapter on family
support and social welfare never even
refers to the issue as "urban." As a
result, the book lacks a unifying force
connecting the excellent individual es-
says into a comprehensive analysis of
urban policy. Galster's final chapter
should have solved the cohesion prob-
lem by exploring the relationships be-
tween the topic areas. A helpful ex-
ample would have been an examination
of the linkages of transporta tion to hous-
ing, or poverty to education in the con-
text of the urban crises since the 1960s.
Disappointingly, the final chapter
merely restates each essay's major con-
clusions. Despite this lack of cohesion,
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Reality and Research is still useful both
as a legislative reference for the indi-
vidual topic areas and as a lesson on the
impact or irrelevance of public policy
research.
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Globalization & Decentralization:
Institutional Context, Policy Issues, and
lntergovernmental Relations inJapan and
the United States. Edited by Long S. Jun
and Deil S. Wright. Georgetown
University Press, 1996. 404 p.

The end of the Cold War, increasing
economic integration and accelerating
technology have made globalization a
running topic of discussion. Globaliza-
tion & Decentralization: Institutional
Context, Policy Issues, and Intergovern-
mental Relations in Japan and the United
States is one of many books tackling
this theme. It discusses globalization's
impact on decentralization and the role
of sub national governments in this pro-
cess.

These twenty essays by American
and Japanese scholars examine the con-
sequences of globalization for local gov-
ernments and how these subnational
governments in turn influence the glo-
balization process. The introductory
section describes the evolution of local
government institutions and processes
in the US and Japan. The main section
compares specific policy issues such as
human and social services, urbaniza-
tion and fiscal policies in the two coun-
tries. The final section concludes with
a review of the effect of "global interde-
pendencies" affect on sub national in-
stitutions.

Although the authors present very
thorough explanations and forecasts of
their respective areas, they offer only
cursory and non-specific policy recom-

mendations, except to urge decentrali-
zation as a general solution. This rec-
ommendation calls for the devolution
of power from the national government
to local level governments. This will
give them the fmancial responsibility as
well as the authority to adapt and seize
opportunities being presented by the
new global economy. The editors assert
that it is "necessary to reform governing
and processes in order to allow more
autonomy at the local level so that local
administrators can learn to become ef-
fective in solving local problems and
active in promoting international ac-
tivities" (4).

This collection includes many case
studies and examples of subnational
influence on the globalization process,
including export promotion, individual
state government offices in other coun-
tries and the sister cities or States pro-
grams. Even if these local croSS-COUl1-
try relationships are a means for en-
hancing the globalization process, there
is only a brief digression into how close
geographical links can also establish
"local-international" relations. Ex-
amples include Fukuoka in Kyushu Is-
land forming trade relations with Ko-
rea, China, and Taiwan. Local-regional
market relations, such as the Growth
Triangles of Southeast Asia or even
small-scale NAFTA, should have been
given more attention.

Beaumont, however, warns that the
globalization process could present a
national problem once international
agreements start affecting state regula-
tions and local laws. Kline maintains
that if this process is labeled as "a usur-
pation of national authority" or a "dis-
united front at the federallevcl" it could
lead to overlapping program and policy
activities or even conflicting policies
toward foreign entities.

As a comparative study, both US
and Japan issues are given equal atten-
tion. Their main difference is that
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Japan's power shift moved from the
center to the periphery, whereas in the
US the federal government was orga-
nized from the bottom up. Despite the
individual countries' involvement in the
globalization process, there is no clear
discussion or a single essay on how they
could further enhance their often stormy
bilateral relationship through global-
ization. Only Ishiguro covered another
important factor of globalization-
technology's role in shaping bilateral
and bi-level government relationships.

Globalization and Decentralization
contributes new definitions to the study
of globalization. Kline suggests that
globalization is actually intcrmistic-»
blend of international and domestic
issues. According to Hoshino, a dis-
tinction should be made between glo-
balization and internationalization.
Globalization is the development of a
situation in which private corporations,
public organizations and individuals
freely engage in transactions across
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national borders and cooperate in deal-
ing with global issues; internationaliza-
tion is a country's change in national
policies to adopt international rules or
join international organizations (360).

With its sweeping coverage, "globo-
philcs" will appreciate this collection's
value-added feature of the domestic
aspect of globalization. Globalization
and Decentralization provides another
dimension to the globalization issue
and clarifies the conceptwith real-world
examples in Japan and the US Local
administrators and public officials could
likewise benefit from these essays as a
reference for launching initiatives.
However, while the contributors depict
globalization as a positive opportunity,
they do not provide much in-depth
analysis of its pitfalls.

TERESA A]\;!)AYA

Center for Strategic and international
Studies (CSIS).
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