
Dedication
L1 Preface
'eature: World Bank and Good Governances.

Good Governance and Aid Effectiveness
Conditionality
Carlos Santiso

3 Interview with Virginia Hodgkinson, Director, Center for the Study
of Voluntary Organizations and Service

:9 Interview with J. Patrick Meagher, Associate Director, and Omar
Azfar, Research Associate, Institutional Reform and the Informal
Sector at the University of Maryland

:7 Interview with Ben Fisher, Former Deputy Director, World Bank's
Indonesia Program

~1 Interview with Jan van Heeswijk Director, Asian Development Bank's
Indonesia Resident Mission

'lther Articles

~5 If You Build It, Will They Come? The Relationship Between Public
Financing of Sports Facilities and Quality of Life in America's Cities
Brett Smith

,I Empowerment Zones and E-Rate Application Rates: Is There a
Relationship?
Duncan D. Chaplin

Book Reviews

3 Contesting Global Governance: Multilateral Economic Institutions
and Global Social Movements. By Robert O'Brien, Anne Marie
Goetz, Jan Aart Scholte and Marc Williams
Rajeev C. Patel

74 The Economics of Sports. Edited by William S. Kern
Jonathan D. Mathieu

75 A Practical Guide for Policy Analysis: The Eightfold Path to More
Effective Problem Solving. By Eugene Bardach
Mark Rom

77 Nickel and Dimed: On (Not) Getting By in America. By Barbara
Ehrenreich
Jennifer J Bloom



Tnt GEOf{GETOWI\ PLRUC POLICY REVIEW publishes articles that contribute
to the thoughtful discourse of public policy. This journal is published semi-annu-
ally, in the fall and spring. The Editorial Board is composed of graduate students
from the Georgetown Public Policy Institute and is advised by faculty of the
GPPI. The Board fully reserves the right to edit or reject all submissions.
Articles published in The Georgetown Public Policy Review do not necessarily
reflect the views of the Editorial Board.

Inquiries related to the matters detailed below, as well as proposals to review
books on behalf of The Review and any general questions or comments, should
be directed to the following address:

The Georgetown Public Policy Review
3600 N Street, NW
Suite 200
Washington, DC 20007

phone: (202) 687-8477
fax: (202) 687-5544

e-mail:gpprevw@georgetown.edu

IJ'\sTRUCTJO:-..JS TO CONTRlI:3l;TORS

The Review welcomes manuscripts pertaining to current public policy issues,
with preference given to those manuscripts which utilize the accepted tools of
policy analysis. Manuscripts are reviewed for publication on a rolling basis; how-
ever, they must be received by December 1 for publication in the spring and May
I for publication in the fall.

Authors should submit four hard copies of the entire work and one copy on
computer diskette. Manuscripts should be no longer than 8,000 words and be
formatted in accordance with The Chicago Manual ofStyle. Text citations and
reference lists should conform to the author-date system, as described in The
Chicago Manual of Style. A one paragraph abstract should be included in the
submission. The author's name, affiliation, address, telephone number, e-mail
address and a brief biographical statement should appear on a separate cover
page, and only on that page, to ensure anonymity in the reviewing process.
Manuscripts that do not conform to these specifications will be returned for
proper style change.

Send submissions to the attention of the Academic Outreach Editor, at the
address listed above.

SUBSCRII'TIO:-; INFOR\1ATION

A one-year subscription to The Review costs $15.00 for an individual and
$20.00 for an institution. For individuals and institutions outside the United
States, rates are $27.00 and S32.00, respectively.

To order or renew a subscription, fill out the form in the back of this journal
and mail it, along with a check or money order made payable to The Georgetown
Public Policy Review, to the address indicated. Address changes and other
questions should be directed to the Marketing Director at the phone number/
e-mail address listed above.

ADVERTISJ:-..JG

The Review accepts full and half page advertisements. For information on
rates and schedules, contact the Marketing Director at the phone number/e-mail
address listed above.

mailto:e-mail:gpprevw@georgetown.edu


The Georgetown Public Policy Review

Brian Harrigan
Editor-ill-Chief

Kristina Boughton
Executive Editor

Fernando Cal ado
Managing Editor

Josh Cowen
Mwihaki Kimura
Academic Editors

Anya Freiman
D, Zachary Hudson
Academic Outreach

John McInerney
Production Editor

Shinta Herwantoro
Colloquium Director

Channapha Khamvongsa
Melissa Powell
Interview Editors

Sinead Keegan
Eric Dahlberg

Marketing Directors

Natalya Bolshun
Book Review Editor

Meg Galas
Webmaster

Staff

Angela Bayer, Manuel Buentello, Thomas Cassels, Karla
Chaman, James Cowen, Daniel Feltes, Jason Hunter,

Thaddeus Hackworth, Padmini Jagadish, Duane Knight,
Chau Phuong Lai, Sharon Ngo, Amy Reynolds, Steve

Robblee and Christopher Van Wyk

Editorial Review Board

Robert Bcdnarzik, Leonard Burman, Gerry Gingrich,
William Gormley, Winston Harrington, David Johnson,
Jens Ludwig, Jonathan Mathieu, Jean Mitchell, Paul
Posner, Mark Rom, Andrew Sunil Rajkumar, Leslie

Whittington, Patrick Wolfand Robin Woo

Special thanks to 711eReview's faculty adviser, Mark
Rom We would also like to thank Judy Feder,

Andrew Sunil Rajkumar, Kerry Pace, David Boyer,
Fclccia Price, Jennifer Blanck, Darlene Brown,

Jinny Amundson, Emmett Griffin, Sandy Fournier,
Ellen O'Brien, Colin Campbell, Dan Goldhaber,

Laura Harrigan, Anne Gable, the Georgetown Public
Policy Institute and the Georgetown Public Policy

Student Association,

Editorial Office

Georgetown University
3600 N Street, NW

Suite 200
Washington, DC 20007

E-mail

gpprcvw@gcorgetown.cdu

World Wide Web

http://www.gppronlinc.com

Cover Design by

Richards Steinbock

Interior Design by

Eileen McGowan

Printed by

Kirhy Lithographic, Inc.

The Georgetown Public Policy Review (ISS?\: IOR3-7523l Fall 2001 Vol. 7, ~o. I.
All copyright privileges retained by Georgetown University and The Georgetown Public Policy Review

unless otherwise stated. Copyright 200 I, SOYP. All rights reserved. Printed in the United States.

mailto:gpprcvw@gcorgetown.cdu
http://www.gppronlinc.com


THE CENTER FOR THE STUDY OF VOLUNTARY

ORGANIZATIONS & SERVICE

of the GEORGETOWN PUBLIC POLICY INSTITUTE

invites you to participate in the

Join us this Spring for a unique opportunity to explore the public policy role that
philanthropy plays in strengthening democracy and society; both in the U.s. and
abroad. Speakers will address topics ranging from trends in foundation history to
civic philanthropy; and from program effectiveness to foundation accountability.
Seminars are free to the public and continue through Spring 2003.

Spring Semester 2002 at Georgetown University
February I, 3:00p.m.: David Mathews, President and CEO, The Kettering Foundation
February 22, 3:00p.m.: Reynold Levy, President and CEO, International Rescue Committee
March 22, 3:00p.m.: Emmett Carson, President and CEO, The Minneapolis Foundation
April 19, 3:00p.m.: Barbara Finberg, Vice President, MEM Associates, Inc.

To register; visit our Website at http://www.georgetown.edu/centers/csvos/
email csvos@georgetown.edu or call 202-687-0500 for more information

Metropolitan Washington
Council of Governments (COG)

o
RESEARCH,REGIONALPLANNING

AND COORDINA TION

"Making the Washington Region the
Best Place to Live, Work, Play and Learn"

777 N Capitol St NE, Suite 300
Washington, DC 20002-4239

(202) 962-3200

http://www.georgetown.edu/centers/csvos/
mailto:csvos@georgetown.edu


Interview with Ben Fisher,
Former Deputy Director, World Bank's

Indonesia Program

Please provide some historical con-
text about why institution building
was necessary in Indonesia.

Institutional development within
the World Bank was a presence even
20 years ago because you cannot pro-
vide assistance or lend money to coun-
tries-certainly not to countries such
as Indonesia-without trying to under-
stand the rules of the game and the way
that it is played. It is very apparent that
the rules are not just what is written
down. The rules have to do with a great
many other realities in the way govern-
ments perform and the way individuals
and groups perform.

The first efforts to decentralize In-
donesia were extremely frustrating and
very slow. Into the early 1990s, [ think
one could still describe Indonesia as
the most highly centralized large coun-
try in the world. It's a unitary govern-
ment, not federal. Even in the mid-
1990s, almost 90 percent of the money
spent at the local government level
was central government money passed
to it in the form of grants or money
raised locally through national taxes.

During the Suharto regime, there
were some tremendous successes.
After he came to power in 1968, life
expectancy increased from about 50
years to 68 or 70. The literacy rate went
from somewhere about the same level
to almost universal. Infant mortality

decreased greatly.
All of the normal indicators were

spectacular, but the institutions of the
country simply did not develop at any-
thing like that pace. One simple way of
describing the history of modem Indo-
nesia, at least since 1968, is rapid eco-
nomic growth in parallel to stagnating
and, in some cases, deteriorating insti-
tutions. The press did not continue to
develop. It was quite open for a period
in the 1950s, and then closed right
down. The participatory democracy
seemed to get off to a very good start
in the early 1950s but by the time the
late President Sukarno initiated the
period of guided democracy in the mid-
1950s, experience in electoral democ-
racy just ended for most people in most
meaningful ways.

What you came to in the mid- to
late-1990s was the realization that within
the government only the executive
branch had been allowed to grow and
prosper. The legislature and the judi-
ciary had not. Even within govern-
ment, you could say just as clearly in
the early 19905 as you could in the
19705 that the politics of Indonesia
was the politics of the bureaucracy
because it was the only enfranchised
part of that society.

Where is Indonesia now?

The legislature is beginning to work,



but the first open and free election was
arguably the one immediately follow-
ing Suhartos departure from power. It
worked, according to the Carter Center
which supervised it, in the sense that
it was peaceful. As far as most people
could tell, it was valid; there was no
fraud. It also didn't mean a whole lot.
The judiciary is still hamstrung, and I
don't know how that will get started. I
can't say too much about it except that
we can't imagine sustainable long-
range economic development in Indo-
nesia without a much stronger judi-
ciary. The corollary of that is the fact
that development will continue to be
frustrated as long as the judiciary per-
forms so poorly.

From your experience, what would
you say works in Indonesia ill terms of
building institutions?

What I think works in Indonesia is
transparency-giving voice to the
people. Transparency happened and
can continue to happen even without
significant improvement in the judi-
ciary, the legislature, the laws or the
World Bank. It is a necessary condi-
tion for moving forward, and it is start-
ing in all kinds of indirect ways to pay
benefits, but it's not always great.

Transparency works beeause
people are doing it. It doesn't work
simply because it's a good idea. It
works because you can't stop it, and
generally, I think that is the principle to
follow in institutional development.
You try to identi fy the good ideas, the
things that arc needed, but what you
really want to work on are the things
that can sell, the things that are going
in the right direction-disclosure is one
of those. There arc some other means
of allowing people to express their
voices that end up with giving people
ways to make decisions In government
or decisions for government. Those
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arc good, but they are much easier to
distort. They are not getting very far in
Indonesia yet because at the local
level voters lack direct representation.

When I say transparency-the free-
ing up of the press and giving of voice
to civil society-is a great thing, even
that is not an unconstrained good.
Without balancing institutions, even
transparency can cause some distor-
tions. It is now accepted at the World
Bank that transparency is essential for
our long-term usefulness in the world.
That wasn't true 12 years ago. We, as
an institution, and most multilateral
institutions, at best were indifferent
about freedom of information and dis-
closure, and in some cases, downright
hostile to it. That's gone.

How has the World Bank incorpo-
rated transparency into its own
policy?

We in the World Bank started to
recognize that we couldn't understand
Indonesia by ourselves. We had to
have eyes and ears not talking to us,
but talking to the public transparently
about us. It was of significant impor-
tance to us that there be people in the
society willing and able to speak up if
the World Bank was to be able to
sustain itself, and its investments were
to be sustainable over time.

What do you think will be neces-
sary to continue moving forward in
Indonesia?

One must realize that you eannot
change behavior as a result of formal
laws. There was a burst ofaetivity from
the passing of two key laws on finan-
cial and administrative decentraliza-
tion in the late 1990s. Those laws en-
abled almost a federal level of dcccn-
tralization, yet they were only on paper
and few of the institutions were in



Feature Interviews: Ben Fisher

place. It took about two years just to
reorganize the civil service in a manner
compatible with the laws. One view is
that President Megawatt realizes that
many of the laws on decentralization
are just not sufficient, but many other
steps have to come along.

We arc reading now a lot of discus-
sion about the role of the army in the
new Indonesia and whether it will keep
its former regional command system,
which, one way or another, eompeted
with regional governments. The elec-
toral processes have to get sorted out.
While there is national freedom of in-
formation, the local press, of course,
has less experience in freedom. All of
these things have to come together. It
is extremely complicated and hard to
know where to push.

What do you see as the role of the
World Rank and other lending insti-
tutions in helping indonesia move
forward with institution building?

It is very clear to me that you can
push freedom of information and trans-
parency pretty far, but if you push that
too far, it can get you in some trouble.
It is pretty clear that you have to push
decentralization. Eventually, societies
work only as well as their lowest levels
of government, and they have to be
given authority. But that won't be a
simple process. You have to push the
judiciary, but it's hard to know how to
do that. You have to push the legisla-
tures. In doing that you have to realize
that they are subject to the same kinds
of pressures for developmentally nega-
tive behaviors as anybody else. You
have to keep pushing the international
institutions. That can and should be
done. As World Bank President Jim
Wolfensohn says, it is important for
civil society to continue to demon-
strate, to complain and to speak out.
There is a lot we can learn from those
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demonstrations. We don't agree all
the time, and I'm sure in some areas
that we don't agree much of the time.
\V e have to keep pressing on world
trade issues, and there are many per-
spectives that need to be heard. That
is a kind of freedom of information
button; it is a kind of transparency
button. There are a lot of buttons to
push. The one you can push with least
likely harm and greatest benefit is that
disc Ios ure/tran sparen cy / open ness
button.

Information and decentralization are
means to an end, not ends in them-
selves. It is important to keep focused
on the end. Our objective is to try to
minimize poverty in a sustainable man-
ner, and those are loaded words. That
involves economic growth and the
sustainability of systems to help the
poor. Poor can be defined in infinite
ways. In my experience, the one means
one can use almost without qualifica-
tion is to make information available to
those people, to NGOs and to national
and international community organi-
zations in a way they can understand.
Help give them a voice. In the long run,
that's the best way to put pressure on
officials for the improvement of other
governance systems.

We should remember that we have
been helping the poor all along. There
are many fewer poor. There is more
hope; there is better education; there
is more health. The World Bank and
other donors can continue to finance
the inputs for that. Financing is only a
means, and the usefulness of this is
heavily constrained by things we can't
control. There are certain minimum re-
quirements for making reasonable use
of our money. We are now very clear
that one of those requirements is trans-
parency in the way the money is used.
We would like to have a lot more. We
would like to be sure that there is not
any corruption, but we can't. It is in-



40

cumbent on us as financiers to under-
stand that, to say so publicly, and to
ask for help in minimizing that, and if
possible, eliminating it.

That is how we have to operate, but
we cannot usc that as a reason for
never providing more financing for
primary education, basic health care,
medicines or roads because if we are
really going to help the poor, those
same schools, roads and health care
facilities have to have more money.
And we can help do that. That money
will not be used well unless we can get
on top of the full institutional develop-
ment agenda. In my view, our most
powerful tool for making that all sus-
tainable in assistance is information. I
think I probably feel that a lot more
strongly than a lot of people, but I am
confident that few would disagree with
that in the development assistance
world, and that's a major victory. How-
ever, 10 or 12 years ago I couldn't have
said that.

Is there a roadmap to guide the
building of institutions. or is it differ-
ent in eve,:v case'!

If there were a roadmap, I would be
the first to cheer. To the extent there is
a map, I think the map has on it the place
we want to go, which in my view is a
world-an Indonesia, a town in Indone-
sia-without poverty. I know that we
will never get to that place on the map,
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but I know we can get a lot closer than
where we are now. What the map would
show me, I think, would be the kinds of
challenges we would have to face in
getting from where we arc now to that
destination or toward that destination.
The first step of that is trying to under-
stand where we are now, and that
requires understanding where we've
been, what has worked, what hasn't
worked, and the reality that most things
haven't worked.

Some have. The world, including
Indonesia, has found a way to educate
its youth. It hasn't found a way to
employ them all. It's found a \vay to
increase life expectancy and decrease
unwanted childbirth. It has not found
a way to keep its poor population
healthy in certain places. It's found a
way for Indonesia to grow at a rapid
rate economically. It has not found a
way to sustain it when world commod-
ity prices collapse or the banking sys-
tems collapse. We have found a way to
hold public elections in Indonesia. We
have not found a way yet to make
those elections truly effective in the
sense of electing productive, confi-
dent legislatures. It is a very strange
map. It gives us a destination, but it is
not entirely clear ever exactly where we
are on the map. And the best we can do
is understand what is on the map,
between where we are and where we
want to go. Transparency, I would say,
is number one.

Bell Fisher is all independent consultant and student at George Mason University's
lnstitutefor Conflict Analysis and Resolution.follo wing careers (j20years with the World
Halik and tell years with the Ford Foundation-almost half.ofthat time living and working
in Indonesia. He taught at several Indonesian universities during the /97051,and served
as an institutional development specialist at the World Rank ill Washington in tire /980s.
He returned to Indonesia ill /990 to establish tirejirstfield-hasedsocial and environmental
impact unit. becoming deputy director ofthe hank 'sIndonesia program in 1997. lIe holds
a Ph.D. and Master 'sdegree ill Regional Planningfrom tire University of Nonl, Carolina
and a B.A. ill Economics front Bowdoin College. lie has also been a Fulbright Scholar
at the London Schoo! ofEconomics and a guest scholar at tire Brookings Institution.



Interview with Jan van Heeswijk,
Director, Asian Development Bank's

Indonesia Resident Mission

Will you describe the work that
you and the Asian Development Hank
(ADB) have done in building institu-
tions in l n donesi a=in particular.
through or with nongovernmental or-
ganizations (NGOsj?

Capacity and institution building
have been important areas of support
for ADB in Indonesia. Lessons from
our early projects began to indicate
that investments couldn't succeed if
institutional capacity is weak. In all our
projects, therefore, we begin with an
analysis of institutional capacity and
provide support if necessary, which
makes capacity and institution build-
ing a major focus of most of our projects.
All our projects approved in 2000 have
capacity building as important compo-
nents. We have also undertaken sev-
eral projects devoted solely to capac-
ity or institution building. These in-
clude such projects as capacity build-
ing in the water resources sector (1994)
and capacity building in urban infra-
structure management (1997).

All our recent projects are designed
in consultation with civil society and
NGOs. Consultation with ;'\GOs is par-
ticularly emphasized in projects where
implementation requires direct involve-
ment of beneficiaries. Some recent ex-
amples are community empowerment
for rural development (2000) and par-
ticipatory development of agricultural

technology (1997).
Although all such projects were

done with the support provided by
NGOs to public sector agencies, ADB
is increasingly relying on NGOs to
directly implement projects. The
Yogjakarta Girl Street Chi Idren Project
(2000) is a recent example.

Through your work, how have _}'OU

seen institution building and bolster-
ing civil society evolve during the
time you have spent in the field?

There has been a steady evolution
in the recognition of the importance of
institution building and the role of civil
society in organizations. This very
much reflects my 20 years of experi-
ence with ADB. Our project evaluation
reports began suggesting in the mid-
1980s that projects which were imple-
mented by agencies lacking capacity
or in a nonconducive policy environ-
ment were not wholly successful in
meeting their objectives. Also, discus-
sions solely with government agen-
cies were failing to reveal all the impor-
tant project parameters that affected
their success. In the early 1990s, we set
up a Task Force on Project Quality and
modified its operational strategy to
focus more on capacity and institution
building in its developing member
countries. This was followed by at-
tempts to improve consultations with
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all stakeholders, particularly NGOs and
civil society. More recently with the
new emphasis on poverty reduction
and good governance, the role of:\GOs
in development has assumed greater
importance and several measures have
been taken to elevate the level of inter-
action with civil society.

These include establishing an :\GO
coordination cell at headquarters and
attempting to strengthen partnerships
with civil society and other stakehold-
ers through the decentralizing of ADB
functions to resident missions. As a
part of the latter process, our field
office in Jakarta, the Indonesia Resi-
dent Mission (IRM), has been
strengthened recently. An NGO coor-
dinator has been appointed and an
NGO Working Group for IRM has been
established which meets regularly for
consultations on our activities and
facilitates interactions with visiting
missions. There has thus been a sig-
nificant enhancement of contacts and
consultations with civil society.

One of the most important institu-
tion building programs currently be-
ing supported in Indonesia is decen-
tralization and capacity building for
local governments. This is a national
level task of mammoth proportions.
ADB has been at the vanguard of such
efforts and has provided program and
project loan support for this effort.

What have been the biggest chal-
lenges in this project? How were you
able /0 find solutions '?

Let us take as example our support
for the urban sector in Indonesia. ADS
has for 15 years been supporting the
Indonesian government's Integrated
Urban (Infrastructure) Development
Program (lUfDP). There have been
projects throughout West Java, Cen-
tral Java, Sumatera, and eastern Indo-
nesia.
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The approach includes institutional
strengthening components, revenue
improvement action plans and local
institutional development action plans.
IUIDP also includes support for pre-
paring medium-term development
plans; this support is designed to im-
prove the performance of local plan-
ners. Revenue improvement aims to
enhance the fiscal performance of lo-
cal governments by helping them
achieve revenue-side objectives, in-
cluding local taxes, fees and licenses,
and tariffs from revenue-generating
public services such as water supply
and garbage collection. Institutional
development aims to improve the ur-
ban management capabilities of par-
ticipating local governments in order
to improve local service delivery. Most
IUIDPs supported by ADB also in-
clude piggy-backed, grant-funded
technical assistance projects with spe-
cific capacity building targets within
central and local government agen-
cies. Urban roads planning and man-
agement arc two examples.

Lessons learned include the need
to involve all stakeholders. In light of
this, IUIDPs has lately involved a)
more attempts at private-sector par-
ticipation and b) more intensive con-
sultations with civil society. With de-
centralization, the IUIDP approach is
being further modi fied to ensure cen-
tral government and external support
is relevant in the newly decentralized
environment, and a new paradigm is
being developed by the ADB with
local governments, civil society and
the private sector. The approach will
hinge on helping urban area local gov-
crnmcnts achieve economic develop-
ment that benefits the poor through
strategic planning, infrastructure in-
vestments and upgrading shelter.

Do you think that the academic
literature about the importance of
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institutions and civil society captures
the real stOIY of 114wt is taking place
and what is successful in the field?
What would you like to see added to
the literature, and what would you
like to see revised?

Academic literature has made con-
siderable contributions to focusing on
the importance of institution building
and the need to involve civil society if
projects, particularly those designed
through foreign assistance, are to suc-
ceed. An important area that academic
literature could focus more attention
on is development issues at the local
government level. We see decentrali-
zation as a major move toward good
governance but fraught with socio-
political pitfalls if not handled appro-
priately. Being an organization con-
cerned with Asian development, we
would like to see how lessons from this
region as well as other developing
regions bear on development under
decentralization in Asia.

How do you see lending agencies'
involvement in bolstering civil soci-
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ety evolving? Soros, Gorbachev and
Sweeney have mentioned the possi-
bility of a "Citizen's UN." Do you
think that the role for bolstering civil
society will or should leave the pur-
view of lending organizations?

Lending agencies such as the ADI3
are attempting to strengthen civil soci-
ety to better undertake its important
role in development. An example is a
technical assistance grant that we are
currently designing to assist NGOs in
Indonesia so they will be in a better
position to advise on ADB projects.
There is definitely a need for develop-
ing an international forum to hear, in a
more formal way, the views of civil
society on major international issues.
At present this does not exist. Often
representatives of civil society have to
resort to demonstrations to be heard,
which is certainly not an efficient way
of obtaining the views of this impor-
tant segment of society. However, such
an initiative, I feel, should originate
from civil society itself, although I am
sure lending organizations would be
happy to support it.

Jan van l Ieeswijk was appointed director of ADB's Indonesia Resident Mission in July
2000. Prior to that he had spent close to 20years with ADB in its headquarters in Manila
in various[unctions. These included assistant chiefin the Office of Strategic Planning and
Policy Development and manager of the Agriculture and Rural Development Division
(West Region), as well as task manager on agriculture and water resourcesprojects. Prior
to ADB, Mr. van Heeswijk worked as a consultant 011 agriculture and water resources
projects in the Philippines, Indonesia and Sri Lanka. Mr. van lIeeswijk was born and
educated in the Netherlands, but has spent his entire professional career ofclose to 30
years in Asia.
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IfY ou Build It, Will They Come?
The Relationship Between Public

Financing of Sports Facilities
and Quality of Life in America's Cities

BRETT SMITH

Georgetown Public Policy Institute, 2001

Since 1990, the issue of public financing of new professional sports facilities
has become one of increasing importance to the residents and leaders of American
cities. This analysis studies the contlict between the rhetoric and the reality of
the public financing of new sports stadiums. In the first part of the analysis, I
examined certain quality oflife variables to determine whether cities with higher
per capita income and economic growth rates, and lower amounts of crime and
unemployment, devote more public funding toward new stadiums. The data
indicate that areas with lower quality oflife statistics spend higher rates of public
money on sports facilities, attempting to improve their rankings in these
categories. However, the second stage of the analysis demonstrates that these
avenues for improvement are often futile. The predicted positive effects of these
new facilities on the same quality of life variables are not supported by this
analysis. The end result of the analysis determines that cities with lower qualities
of life engage in public spending on sports facilities in order to improve this
indicator but, in doing so, misuse their resources by constructing stadiums that
tend not to have the desired effects.

IYIRODUCTION

Of the 111 American professional
sports franchises, 102 (or 91.9 percent)
of them have moved into new or sig-
nificantly renovated stadiums over the
past decade. Of these stadiums, nearly
all have been financed with some pub-
lic funding. Economist Joseph Bast
(1998) quantified the total public funds
spent on such professional sports fa-
cilities to be an average of$500 million
per year, with $7 billion slated to be

spent in public funds by 2006. Given
the large amounts of pub lie funds allo-
cated to these facilities, along with the
accompanying opportunity costs to
state and local governments, a conten-
tious debate has emerged around the
issue. On one side, team owners and
many politicians claim that building
these new facilities will facilitate eco-
nomic growth in the area, creating jobs
and new businesses. These improve-
ments in quality of life, they insist, will
more than offset the tremendous cost
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to the taxpayers of the area. However,
over the past few years, a litany of
econometric studies have concluded
that the stadiums do not create such
effects. The new facilities have been
shown not to create jobs or new busi-
nesses and, in some cases, to
negatively affect these areas.

Municipal and state governments
have constantly been involved with
professional athletics, especially the
construction and maintenance of
sports facilities for franchises. Dean
Bairn (1994) traces a major change in
the relationship between government
and athletics to the early 1950s, when
stadiums started to be owned by the
public and not by private entrepre-
neurs. Bringing taxpayers and eco-
nomic growth into the equation, he
argues, created the notion that provid-
ing a facility for professional sports
teams was a legitimate function of gov-
ernment. In 1950, fewer than halfofall
stadiums and arenas were publicly
owned (Coates and Humphreys 2000),
and no National Hockey League facili-
ties and only one Major League Base-
ball stadium were among them. In 1991,
however, the public owned 75 percent
of all facilities for professional sports.

Two facets of this issue have
changed over the past 20 years, result-
ing in the entrance of state and loeal
governments into the area of stadium
financing. I) 1990 saw the construc-
tion of two new publicly financed fa-
cilities that quickly became the envy of
professional franchise owners:
Baltimore's Oriole Park at Camden
Yards and Cleveland's Jacobs Field.
Both of these facilities became instant
suceesses due to their enjoyable com-
bination of modern amenities and tra-
ditional ballpark features. Overthe next
few years, many team owners in all
sports began to desire similar facilities
for their franchises and looked to local
and state governments for financial
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assistance.
2) Owners are increasingly more

willing to move the team from one city
to the next in search of a publicly
financed stadium. Some of the most
striking cases have been the shift of
the Baltimore Colts to Indianapolis,
the Cleveland Browns to Baltimore
and the Minnesota North Stars to
Dallas. In each of these originating
cities, attendance and civic pride for
the teams was consistently high. How-
ever, the reluctance of public officials
to finance new facilities resulted in
their teams' eventual departure for
other areas, leaving thousands of citi-
zens without the teams that they had
vigorously supported. In response to
both the increased quality of sports
arenas and the threat offranchise shi fts,
state and local elected leaders have
become major players, since their deci-
sions about financing new facilities
carry tremendous impact for the sports
fans in their constituencies.

The end result of these develop-
ments has been a recent explosion in
the number of publicly financed sports
facilities across the country, raising
two important questions. I) What types
of cities support publicly funded sta-
diums, those with low or high qualities
of life? 2) What impact do these stadi-
ums have on local quality of life'? The
goal of this analysis is to determine
what variables influence an area's de-
cision to spend public money on new
sports facilities, and whether such
spending has an impact on loeal qual-
ity of life factors.

This analysis draws from research
on how a city or state determines its
need and usc for a facility. David
Petersen (1996) surveys the possible
factors for determining need (such as
popularity, prosperity, and population
size), as well as future usc estimates
based on historical trends, user sur-
veys and characteristics of the sports
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industry. Commonly held theories that
new stadiums facilitate economic
growth, create jobs and increase tax
revenues are utilized by stadium pro-
ponents to convince decisionmakers
to publicly fund new facilities. In addi-
tion, the argument exists that a city is
viewed by local citizens and outsiders
based upon its support of professional
sports (Shropshire 1995).

Conversely, many critics of pub-
licly financed stadiums argue that cit-
ies and states often make choices re-
garding the devotion of public funds
to sports facilities at the expense of
education, health care and other causes,
raising massive opportunity costs.
Further factoring into the equation are
comparisons between public and pri-
vate stadiums on several important
issues. Bairn (1994) discovered that
privately funded facilities had lower
costs, fewer open dates, more parking
availability, and higher fan satisfac-
tion and enjoyment levels than pub-
licly funded ones. Finally, the decision
about public financing of a sports fa-
cility involves the balancing of local
and state politics, dealing with often
temperamental and capitalistic team
owners, and the prevalence of fran-
chise shifts to other locations. These
decisions form a complex set of choices
for public officials regarding public or
private funding for sports facilities.

ARCJU\1El\TS FOR NEW STADIl:MS

The increase in new and renovated
sports facilities, particularly the public
financing of such projects, has been
justified in a variety of ways. Claims
that the facilities would improve the
economic condition of the city are
foremost among them. Many stadium
supporters claim that the facilities lead
to an increase in direct revenue for the
state and local governments (Shrop-
shire 1995, Hefner 1996, RafooI1998).
More importantly, the facilities will
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supposedly provide the community
with a multiplier effect that will improve
its economic situation in several ways
(Shropshire 1995, Hefner 1996, Rafool
1998, Noll and Zimbalist 1997). Tour-
ism will increase, crime rates will
decrease,jobs will be created and these
facilities will serve as a magnet for
other businesses (Hefner 1996, Baim
1994).

Finally, proponents argue that new
stadiums provide intangible benefits
to the city, the most prevalent of which
involve the civic image of the host
area. Proponents hold that cities often
judge themselves internally, and are
judged externally, based on their qual-
ity and support of sports. More preva-
lent is the argument that cities losing
sports teams no longer view them-
selves as "major-league," having a
diminished civic image (Shropshire
1995). When combined with the vari-
ous economic arguments for new sta-
diums, these judgments have con-
vinced many state and local govern-
ment officials to allocate public funds
toward new and renovated sports fa-
cilities.

CO'vIPLICATIO:-.!S rOR DECISIOl\\1AKERS

One of the most complicated as-
pects of public funding decisions for
local leaders is their interaction with
franchise owners. Utilizing the inher-
ent power of owning their franchises,
owners often influence local and state
officials to gain more favorable sta-
dium deals from them. Despite the
possibility of civic enhancement and
personal enjoyment, the most impor-
tant goal for all franchise owners is
financial profit. For the most part, they
approach their franchises as business
ventures, with a majority of them at-
tempting to acquire turnaround profits
from the sales of their teams within 20
years (Scully 1995). In fact, since 1990,
the average rate of return for sports
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franchise sales is 10.7 percent (Quirk
1999).

A key consideration here is that a
new stadium, particularly a publicly
financed stadium, dramatically in-
creases the value of a franchise for a
future resale (Scully 1995, Baade and
Dye 1990). Finally, a recent study dem-
onstrated that the monopolistic nature
of professional sports increases fran-
chise values, public subsidies of stadi-
ums and the likelihood of franchise
shifts (Fort 2000). Given these facts, it
is perfectly rational that team owners
attempt to obtain public financing from
state and local leaders for new or reno-
vatcd stadium projects.

Conditions of local policy further
complicate the situation for public of-
ficials. Since these facilities involve
such large amounts of potential publ ic
funding, many of the projects arc sub-
ject to approval referenda by the citi-
zens of the city, metropolitan area, or
state. What results are massive public
opinion campaigns waged by both
proponents and opponents of the fa-
cilities. Supporters of the stadium are
usually business interests from the
community and the team ownership
(both seeking financial gain) and cer-
tain politicians (seeking to avoid a
decline in civic image) (Quirk 1999).
Conversely, small grassroots organi-
zations of concerned citizens often
attempt to fight the proposed stadium
projects. They are often alarmed with
the prospect of devoting millions of
dollars in public financing to projects
that may not improve the quality of life
in their cities. Although the warring
factions may appear to be evenly
matched, they are not, with pro-sta-
dium forces drastically outspending
grassroots groups (Noll and Zimbalist
1997). As a result, despite a recent poll
showing that 64 percent of the public
is opposed to tax funding for sports
facilities, most referenda pass over-
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whelmingly (Bast 1998). This uneven
public battle over funding for new
sports facilities presents a further com-
plication forthe dccisionmakcrs in state
and local government on this issue.

ARGl:~lE:\TS AGAINST NEW STADILMS

Nearly all of the arguments against
new stadiums conclude that such fa-
cilities do not provide the economic
impact often claimed by stadium sup-
porters. Assertions about economic
growth, job creation and increased tax
revenue arc continually refuted. In
1990, economists Robert Baade and
Richard F. Dye, leaders in the field of
sports economics, published one of
the first studies declaring that new
facilities may not have the economic
impact desired by citizens. In this work,
they concluded that new sports stadi-
ums had an uncertain impact on the
personal income of the residents of the
metropolitan area and possible nega-
tive effects on local economic devel-
opment. Studying these same vari-
ables nearly a decade later, Dennis
Coates and Brad R. Humphreys (1999)
concluded that adding a sports facility
to a metropolitan area decreased per-
sonal income and produced no change
in economic growth. In another study
(2000), these two economists con-
cluded that the concept of a multiplier
effect was "mythical." Instead of in-
creasing economic growth in the sur-
rounding area by attracting other busi-
nesses and creating more spending by
patrons, stadiums produced no effects
in these areas. Coates and Humphreys
showed that the researchers who sup-
ported stadiums should have measured
gross benefits and not net benefits, as
the researchers did. This error, they
claimed, resulted in the idea of a multi-
plier effect that was too large.

In another study, Baade (2000) ex-
amined the effect of stadiums on the
economics of the specific neighbor-
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hoods surrounding the facilities. As in
previous analyses, he concluded that
the addition of facilities did not pro-
mote economic growth. He also made
other conclusions concerning the eco-
nomics of sports facilities. Baade (1994)
concluded that the recent trend of
public financing for stadiums was trou-
bling because it represented an oppor-
tunity cost for state and local govern-
ment spending, only produced short-
term economic gains and only shifted
entertainment spending in the metro-
politan area instead of attracting addi-
tional expenditures. These conclusions
about the negligible impact of new
sports facilities were echoed in the
findings of Bast (1998) and Baim (1994).
They both concluded that the stadi-
ums only shifted entertainment spend-
ing and did not represent a net eco-
nomic benefit for the cities and states
funding them. A final study, released
by Roger Noll and Andrew Zimbalist
(1997), pinpointed errors in the argu-
ments used by those supporting sta-
dium construction, including an over-
statement of indirect tax revenues, an
uncertainty of revenue forecasts and
the use of gross spending increases
instead of net economic growth. Each
of these studies disputed the claims
commonly made by stadium propo-
nents that building the facilities with
public financing would spur economic
growth in the area, attracting outside
spending and creating new jobs.

Despite a litany of studies proving
them incorrect, proponents of new sta-
diums continue to advocate their con-
struction based on forecasts of eco-
nomic growth and job creation. Most
troubling in this situation is that state
and local officials often believe the
predictions and devote large sums of
public funds to the creation of these
sports facilities. The question remains,
therefore, as to why stadium construc-
tion has expanded greatly in recent
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years, despite the many studies dis-
proving their economic success. Bast
(1998) attributes the recent boom to a
glut of cities desiring professional
sports, with a limited number of fran-
chises to satisfy demand. He also cites
the financial strength of pro-stadium
forces compared to the grassroots ef-
forts opposing them and a lack of
revenue sharing between teams as rea-
sons for the expansion in new stadi-
ums. Bast explains the negative as-
pects of the increased public funding
of sports stadiums as well. He claims
that the diversion of public funds from
other important causes and the dispro-
portionate benefits the facilities pro-
vide for the wealthy are reasons why
public subsidies for sports should be
discouraged. Finally, Siegfried and
Peterson (2000) demonstrated that
publicly financed stadiums result in
increased ticket prices and the cre-
ation of corporate seats and luxury
boxes. In other words, all those who
bear the burden of the costs do not
broadly share the benefits of the new
stadiums.

Some approaches to remedy this
situation have been proposed, such as
fan ownership of franchises, the elimi-
nation of antitrust protection for pro-
fessional sports leagues and the abo-
lition of tax-exempt local bonds for
stadium construction (Bast 1998, Noll
1997). While the causes and effects of
public financing of sports stadi um
construction have been thoroughly
studied, the characteristics of the cit-
ies and states supporting such facili-
ties have not been carefully examined.
Therefore, this analysis proposes to
determine which measures of quality
of life in metropolitan areas, if any,
determine how much ofa facility will be
publicly funded and whether the per-
centage of each stadium built with
public funds improves these variables
after construction. This study will ex-
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amine whether cities with lower quali-
ties of life finance new sports facilities
in order to improve their qualities of
life, according to the theory described
above, and if the stadiums improve the
qualities of life of the metropolitan
areas that fund their construction.

RI'SEARCII Dr:SICij\

Stage 011('

The first stage of this analysis fo-
cuses on the various factors determin-
ing public funding of new or renovated
sports facilities. This stage intends to
explain which scenarios cause certain
metropolitan areas to devote more
public financing to new stadiums. The
dependent variable for Stage One is
the percentage of each new or reno-
vated stadium funded through public
sources. This amount includes the
money spent by both state and local
governmcnts either through direct ex-
pcnditures or through bonds.

Using the percentage of each
project funded with public expendi-
tures, instead of the actual amount,
alleviates several problems. I) The per-
centage factor eliminates the neces-
sity of compensating for changes in
the real value of the dollar throughout
the time period measured in the sur-
vey. 2) The cost of new facilities varies
across sports, regions of the country
and their relative levels of quality con-
cernmg amenities and comfort for pa-
trons. Utilizing the percentage of each
project funded publicly eliminates
these differences and enables a more
accurate comparison.

The truncated dataset containing a
large number of zero values for the
dependent variable necessitates the
use of a Tobit model. This type of
regression simultaneously tests
whether an area spent public money
on a new facility and what percentage
of the stadium it funded. In order to
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interpret the substantive meaning of
the Tobit coefficients by correcting for
the asymptotic bias of the maximum
likelihood model, Ordinary Least
Squares coefficients from the estima-
tion of the model must be multiplied by
the inverse of the percentage of non-
zero observations in the dependent
variable (Kmenta 1986).

The primary focus of this stage of
the analysis is whether certain aspects
of a metropolitan area determine its
willingness to devote public finances
to a new or renovated sports facility.
These variables mainly concern the
quality of life within the area. The
guiding assumption for these inde-
pendent variables is that cities with
lower qualities oflife are more willing to
spend public money on sports stadi-
ums. Specifically, the wealth of the
community, measured through per
capita income, is the main area offocus
in the analysis. Additionally, the eco-
nomic growth in the area (as measured
by the number of business establish-
ments), as well as each area's crime and
unemployment rates, should indicate
an influence on the dependent vari-
able. These variables will be included
in the statistical analysis for the five
years preceding the opening of each
facility. Including data for these vari-
ables from the five years before the
stadium's creation willmore accurately
capture the factors leading to the area's
decision about public financing.

I predict the per capita income and
business establishment variables will
exhibit negative correlations with the
dependent variable. Cities with higher
values in these variables are less likely
to support public financing for sports
facilities. Likewise, there should be a
positive correlation between the crime
and unemployment rates in the area
and a locality's willingness to finance
new stadiums with public funds.

The control variables in this regres-
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sion concern the sports franchises
themselves. Their inclusion aims to
capture other factors that affect
whether or not a city devotes public
financing toward new sports facilities.
The team's on-field performance will
also include the five-year lagging pe-
riod utilized for the variables ofinterest
to more accurately capture the effects
of the characteristics on the depen-
dent variable. One would expect teams
that are relatively successful in sports
competition to obtain public funding
for a new facility more readily than
those with losing records. Another
control variable in the analysis will be
an annual index ranking metropolitan
sports areas conducted by The Sport-
ing News. Regions rated at the higher
levels of this list will theoretically be
more likely to support new sports fa-
cilities with public finances. For addi-
tional control in the model, dummy
variables for each of the professional
leagues will be included to explain
differences between sports concern-
ing public funding percentages. Given
that baseball and football arc the most
popular and profitable sports, cities
may be more willing to publicly sup-
port facilities for their teams in these
leagues. The goal of these control
variables is to further explain the will-
ingness of metropolitan areas to pub-
licly finance new or renovated sports
arenas. Finally, the year in which the
stadium opened will be added as a
control variable to capture differences
in this variable between the observa-
tions.

Stage Two

For the second stage of this analy-
sis, I will examine the effects of the
addition of a new or renovated sports
facility on certain demographic char-
acteristics of the metropolitan area.
Specifically, I will determine whether
constructing a new stadium for profes-
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sional sports has the desired effects
on a metropolitan area's income, crime,
business establishments and unem-
ployment. This stage of the analysis
will occur through four simple regres-
sions. In each of the regressions, the
independent variables will measure the
amount of public funding for the con-
struction of new facilities. Building
upon the dependent variable of the
first stage of the analysis, these vari-
ables will consist of continuous data
for the percent of each facility con-
structed with public funds. The major
goal of the research in Stage Two will
be to determine what percentage of
public funding, if any, produces the
greatest increase in the quality of life
for the areas surrounding these stadi-
ums.

In each of the simple regressions
for this stage of the analysis, changes
in several of the leading indicators of
quality of life will become the depen-
dent variables. The dependent vari-
able will be measured as the average
value of each of the characteristics for
the five years (or as many as arc avail-
able) following the opening of the new
facility. The advantage of this ap-
proach is that the use of statistics for
all of the years following the opening
of the facility will increase the amount
of information in the regressions, and
allow for more accurate conclusions.
The dependent variables in these four
regressions are four of the quality of
life measurements used in the first
stage of the analysis. Additionally,
control variables for the league of the
franchise and the year in which the
facility opened arc included. The qual-
ity of life variables from the first stage
of the analysis will also be included as
control variables in this stage of the
process.

Advocates of new or renovated
sports facilities claim that building the
stadiums will improve all of these qual-
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ity of Ii fe factors for the metropolitan
area. They claim that unemployment
and crime rates will decrease, while
business establishments and per capita
income will increase from the addition
of the new or renovated stadium in the
local area. Performing the four limited
regressions will determine whether
these arguments about stadiums im-
proving the qualities of life in all of the
metropolitan areas are correct.

Recent literature and econometric
studies have repeatedly refuted asser-
tions about the positive impact of
sports stadiums. In some cases, cities
constructing new stadiums for their
sports franchises actually experience
the opposite effects of those intended.
Instead of decreasing crime and unem-
ployment, several studies have
demonstrated that some cities with
new stadiums experience either in-
creased rates for each variable or no
change compared to the period before
the facilities were constructed. Addi-
tionally, these metropolitan areas
witnessed per capita income decreases
or plateaus after their new stadiums
opened. Considering this evidence,
there is no reason to believe that my
analysis will produce different results.
I expect the cities devoting higher
percentages of public financing for
either new or renovated stadiums to
demonstrate increasing rates of
unemployment. and crime. Addition-
ally, the number of business
establishments and per capita income
will more than likely decrease with
increased percentages of public
financing for the facilities.

Playing devils advocate in this
stage, and to test a logically consistent
set of hypotheses, r will set as my
second-stage hypothesis the idea that
spending higher amounts of public
funding on new stadiums will result in
higher per capita incomes and busi-
ness establishments, as well as lower
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crime and unemployment rates. There-
fore, public financing of stadiums dem-
onstrating negative or no effect on
these areas will indicate that the facili-
ties do not have the expected impact
on local quality of life. With this aspect
of the analysis I intend to illustrate that
new stadiums have had limited impact
on the nation's cities in the past de-
cade, despite the boom in their con-
struction and the apparent popular
support behind them. Furthermore,
state and local governments assuming
large percentages of the costs of these
facilities will most likely witness a de-
crease in certain quality of life vari-
ables.

DATA SOt:RCES

The dataset utilized in this analysis
was compiled from a hybrid of inform a-
tion encompassing a variety of sources.
For the variables about the sports fran-
chises and the new stadiums them-
selves, several methods of data collec-
tion were undertaken. The information
about the costs of the new facilities
and the public financing percentages
is based on an assortment of Internet
sites (www.ballparks.com and
www.fieldofschemes.com) and pub-
lished reports (Quirk and Fort 1999,
Rafool 1998). Additionally, several of
the figures for the variables about the
new facilities were obtained from a
variety of newspaper articles, while
several sports almanacs provided the
information concerning the on-field
success of the particular franchises.
Finally, The Sporting News has com-
piled its sports value index for the past
few years.

All of the information about the
Metropolitan Statistical Areas (MSAs)
came from various sources within the
US government. The Census Bureau
defines MSAs across the nation with
each decennial population count. Per
capita income for the dataset came
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from the annual figures of the Bureau
ofEeonomic Analysis within the Com-
merce Department. The economic
growth figures are from the Census
Bureau, which tracks the number of
private, nonfarm business establish-
ments within each MSA on a yearly
basis. The Bureau of Labor Statistics
within the Department of Labor traces
unemployment rates monthly, with
yearly rates being utilized in this analy-
sis. In addition, the Federal Bureau of
Investigation's Uniform Crime Re-
ports provided the crime rate values,
which measure the number of serious
crimes reported annually to the police
per 1,000 in a population.

RESU_TS

Stage One
The hypothesis from Stage One of

this analysis was that metropolitan
areas with lower quality of life vari-
ables would devote larger percent-
ages of public money to new sports
facilities. The initial prediction of the
research was that the variables for per
capita income and number of business
establishments in the metropolitan area
would have a negative correlation with
the dependent variable, percentage of
cost covered by public funding. Addi-
tionally, positive correlations were
predicted between the percentage of
public funding and the crime and un-
employment rates prior to stadium
construction or renovation. The re-
search findings indicate that this hy-
pothesis is correct, using both an OLS
regression model and a Tobit estima-
tion.

After performing statistical analy-
sis functions both of these scenarios
materialized, as indicated in Table I.
The predicted negative relationships
exist for the per capita income and
business establishment variables on
the percentage of public financing.
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The corrected OLS estimate coeffi-
cient of -2.73 for per capita income
indicates that a $1,000 decrease in a
metropolitan area's income increases
the percentage of public financing by
nearly 3 percentage points. Further-
more, the estimate of -0.22 for the
number of establishments demon-
strates a slight increase in public fund-
ing percentage when fewer businesses
exist. Albeit modest in size, the fact
that these correlations are negative
supports the hypothesis for this stage
of the analysis. Both of these coeffi-
cients are statistically significant at
the 90 percent confidence level. Like-
wise, the findings for the crime and
unemployment rates are consistent
with the stated hypothesis. For these
variables, the intended positive corre-
lations are present in the estimations,
although not statistically significant.
These results designate that those
areas with lesser quality of life vari-
ables devote more public financing to
new or renovated sports facilities. It is
entirely plausible that these metropoli-
tan areas seek the high levels of fund-
ing with the intention of bettering their
quality of life variables.

For the control variables, several of
the results are important to note. For
the dummy variables for the
franchise's sports league, teams from
Major League Baseball (35.22 coeffi-
cient) and the National Football League
(35.55 coefficient) appear to receive
higher percentages of public financ-
ing for their facilities from state and
local governments than do those from
professional hockey and basketball.
Given that both of these coefficients
are statistically significant, the results
may indicate that professional base-
ball and football teams are more popu-
lar across the nation, and also play in
larger and more expensive facilities.
The variable for the year in which the
facility was constructed demonstrates
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QUALITY OF LIFE VARIABLES: Tobit Parameter Corrected OLS
Estimates Estimates

Per Capita Income Before -2.02* -2.73*
(1.22)

Number of Establishments Before -0.16* -0.22*
(0.08)

Crime Rate Before 1.05 1.42
(2.78)

Unemployment Rate Before 1.61 2.17
(3.19)

Winning Percentage Before -32.04
(34.73)

TSN Sports Value Index Average 0.55
(0.53)

Major League Baseball 26.09**
(10.72)

National Basketball Association -2.56
(10.04)

National Football League 26.33**
(10.96)

Year Opened 2.20
(1.59)

Intercept Value -4287.40
(3159.70)

Log Likelihood Statistic -301.12

Total Observations 111

Non-Zero Observations 82

-43.25

0.74

35.22**

-3.46

35.55**

2.96

-5787.99

111

82

Notes:
I) The standard errors for each Tobit parameter estimate are located in parentheses.
2) The corrected OLS estimates are the result of the multiplication of the Tobit coefficients and the inverse of
the percentage of non-zero observations in the dependent variable.
*Significant at 90% confidence level
**Significant at 95% confidence level
***Significant at 99% confidence level
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a trend, though not statistically sig-
nificant, of more recently built stadi-
ums being financed with public fund-
ing, finally, the average winning per-
centage appears to be lower for fran-
chises receiving stadiums with more
public financing. Although this result
is statistically insignificant, it may in-
dicate that metropolitan areas intend
to improve the on-field performance of
their teams, which often claim that they
cannot compete without a new facility.

Stage Two

The second stage of this analysis
tests the hypothesis that the higher
levels of public funding for new sports
facilities undertaken by cities with lower
quality of life variables created the
intended improvements in living con-
ditions. Increasing the percentage of
public funding in each of these four
simple regressions, according to popu-
larly held theories and practices, is
thought to increase per capita income
and the number of business establish-
ments as well as decrease crime and
unemployment rates in the metropoli-
tan areas. Contrary to Stage One, the
hypotheses of Stage Two were inac-
curate. The positive correlations for
income and establishments with pub-
lic funding did not materialize, In addi-
tion, the intended negative correla-
tions for the crime and unemployment
rates with the public percentages of
funding were incorrectly predicted. In
a few of the cases, in fact, opposing
correlations materialized from the re-
gression results.

In the regression for per capita in-
come, the original model yielded an
adjusted R-squared value of 0.93. The
regression result suggested conver-
gence in the model and indicated that
the facilities do not have the intended
effects on per capita income. Thus, I
altered the dependent variable in the
regression to be the change in per
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capita income for the metropolitan area
from the periods before and after the
facility was built. The new adjusted R-
squared value became 0.38, but the
coefficient estimates remained largely
unchanged. In the regression, a high
percentage of public funding was in-
tended to increase the average income
for the metropolitan area after the sta-
dium was constructed. The results of
this analysis prove otherwise. The co-
efficient indicates that increases in the
level of public funding, as a fraction of
the total cost, is associated with de-
creases in the per capita income of the
area. While a small effect, and not quite
statistically significant at the 90 per-
cent level, it is nonetheless inconsis-
tent with the hypothesis. Instead of
producing a positive correlation, this
regression presents a slightly nega-
tive one, demonstrating that spending
public funds on new sports facilities
does not appear to improve the area's
level of wealth.

Higher levels of public funding were
also intended to increase the number
of business establishments in the met-
ropolitan area, a general measure of
economic growth. However, the re-
sults of the regression strongly con-
tradict this hypothesis. The coeffi-
cient for the public percentage vari-
able here is -495.70, signifying a sub-
stantial decrease in the number of bus i-
ness establishments for everyone per-
cent increase in public funding. Since
this estimate is statistically significant,
it can be safely concluded that public
financing of stadiums decreases the
number of business establishments in
the metropolitan area.

The hypothesis for the regression
concerning crime rates was that the
number of serious crimes per 1,000 in a
population decreased with more pub-
lic funding of the facilities. After per-
forming the analysis, however, this
correlation did not emerge. In fact, the
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QUALITY OF LIFE Per Capita Number of Crime Rate Unemployment
VARIABLES: Income Change Establishments Model Rate Model

Model Model

Public Funding -6.08 -495.70** 0.61 0.002
Percentage (4.38) (197.78) (2.88) (0.005)

Per Capita Income 0.15***
Before (0.05)

Number of 0.61***
Establishments Before (0.13)

Crime Rate Before 0.84***
(0.07)

Unemployment Rate 0.52***
Before (0.12)

Major League 349.68 1755.97 -204.73 -0.37
Baseball (428.25) (18844) (271.87) (0.43)

National Basketball 123.14 1440.88 19.54 -0.15
Association (389.73) (16309) (243.45) (0.38)

National Football 313.83 10533.00 131.765 -0.30
League (463.84) (20605.00) (290.30) (0.43)

Year Opened -325.93*** -4254.52* -89.81 ** -0.27***
(83.42) (3291.00) (36.95) (0.06)

Intercept 651839.00*** 8547055.00 179301.00** 547.60***
(165660.00) (6569327.00) (73824.00) (112.44)

ValidN 41.00 36.00 49.00 53.00

Adjusted R-Squared 0.38 0.56 0.77 0.44

Notes:
I) The standard errors for each estimate are located in parentheses.
2) The per capita income change model differs from the other three by using the change in per capita income as
the dependent variable.
*Significant at 90% confidence level
**Significant at 95% confidence level
***Significant at 99% confidence level
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inverse materialized. Although the es-
timate is modest and the t value is low,
this regression demonstrates that fi-
nancing a large portion of a new sports
facility with public funds does not
seem to decrease the overall crime rate
in the area.

The regression for unemployment
rate yields similarly contradictory re-
sults. Here, increasing the percentage
of public funding was intended to de-
crease the rate of unemployment in the
area. The coefficient does not support
this theory. Its low, but positive value
and lack of statistical significance indi-
cates that unemployment does not
appear to decrease with more public
spending on sports facilities. There-
fore, the results of this regression echo
those of the previous three in that the
higher levels of public funding demon-
strate no evidence of improving the
quality of life in a metropolitan area.

Several other items are notable from
the results of these four simple regres-
sions. Including the five-year lagging
period of the quality of life variables
from the time before the stadium was
built, as used in Stage One, yielded
statistically significant effects, indi-
cating that past results predict present
results. For the control variable con-
cerning the year the facility was built,
al1 of the coefficients were statistically
significant at least at the 90 percent
confidence level. Each of these results
were negative, indicating that stadi-
ums constructed in the last few years
have yielded lower values in all four of
the quality of life variables. The vari-
ables for the professional leagues of
the franchises were all statistically in-
significant. Furthermore, the diagnos-
tic measures demonstrated several im-
portant facts about the regressions.
Although using the Tolerance indica-
tor exposed no problems with
multicollinearity in the four models, the
White test showed heteroskedasticity
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in two of them. For the regressions
studying the number of business es-
tablishments and unemployment rate
in the metropolitan area, slight
heteroskedasticity was observed to
increase standard error values, gener-
ating slightly less precise estimates.
Finally, a few outliers became notable
in the results, but mostly occurred in
the largest metropolitan areas such as
New York, Chicago and Washington,
DC. None of these results was unex-
pected. Taken together, they merely
signal that the actual relationships
uncovered in this analysis might be
somewhat stronger than indicated.

A potential limitation to the Stage
One and Stage Two analyses is the
relatively small number of valid obser-
vations included. In Stage One, the
number of American franchises is lim-
ited to the II I currently operating in
the four major sports. In Stage Two,
the number of observations vary in the
four simple regressions but are consis-
tently small due to the limitations
placed on the data by the year. Stadi-
ums opening since 1996 do not have a
full five-year lagging period through
which to study the effects of public
financing. Also, the government has
not fully released the relevant statis-
tics up to the current date. This limita-
tion makes the results of Stage Two, in
particular, tenuous at best. The pas-
sage of time is the only possible cor-
rection to this problem. Over the next
five years, 22 new facilities are sched-
uled to open across the country. In-
cluding the data about the relevant
quality of life variables for these facili-
ties, as well as further completing the
five-year lagging periods for stadiums
opened over the past few years, would
more than likely yield similar, but more
complete, results.

CONCLUSIOI\

The results of this analysis indicate
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that a conflict is present concerning
the issue of the public financing of
professional sports facilities. Basically,
the disagreement is one of rhetoric
versus reality. On the one hand, the
overriding theory held by policyrnakers
in this field is that the building of a new
or renovated stadium improves the
quality of life of a metropolitan area.
Therefore, the theory claims public
financing for these facilities is justified
as an investment for the local area's
future gains in per capita income, eco-
nomic growth, and crime and unem-
ployment rates. Adherence to and
belief in this theory by state and local
decisionmakers, under the influence
of team owners operating in a market
where cities compete against one an-
other for franchises, has created the
last decade's explosion in the con-
struction of stadiums with public
money. The conclusion of this analy-
sis indicates that metropolitan areas
with lower qualities of life in the vari-
ables of interest often follow the popu-
lar rhetorical theory. These cities at-
tempt to improve their per capita in-
come, economic growth, and crime and
unemployment rates by devoting large
amounts of public funding to building
new stadiums.

Acting as a countervailing force to
this popularly held theory is the reality
of studies about the effect of public
spending for sports facilities on qual-
ity of life issues. This analysis con-
cludes that increasing the percentage
of a new stadium financed with public
funds does not have the desired ef-
fects. No improvements were evident
in the individual wealth, crime and
unemployment rates, while negative
effects occurred in the variable track-
ing economic growth in the area. The
lack of improvement in quality of hfe
due to the increased percentages of
public funding in this analysis mirrors
the conclusions of previous studies
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performed in a similar manner, while
including more franchises and stadi-
ums from recent years. Thus, despite a
series of studies over the past decade
demonstrating the reality that new
sports stadiums do not improve the
qualities of life in the local areas that
construct them, the scenario still oc-
curs in many cities, especially those
that can least afford to do so. Given the
opportunity costs that shift funds from
other local needs such as education
and infrastructure, the willingness of
policymakers to believe the rhetoric,
but fail to heed the reality, is especially
dangerous.

REFERENCES

Baade, R.A. 1994, April 4. "Stadiums,
ProfessionalSports,andEconomicDe-
velopment: Assessing the Reality,"
Heartland Policy Study No. 62. Chi-
cago: The Heartland Institute.

--.2000. "The Impact of Sports Teams
andFacilitiesonNeighborhoodEcono-
mies: What is the Score?" In The
Economics of Sports, edited by W.S.
Kern. Kalamazoo, MI: W.E. Upjohn
Institute for Employment Research.

-- and R.F. Dye. 1990. "The Impact of
Stadiums and Professional Sports on
Metropolitan Area Development,"
Growth and Change 12: 1-14.

Baim,D.V.1994. TheSportsStadiumasa
Municipal Investment. Westport, CT:
Greenwood Press.

Bast, J.L. 1998, February 23. "Sports
StadiumMadness: Why It Started and
How to Stop It," Heartland Policy
Study No. 86. Chicago: The Heartland
Institute.

Cagan, J. andN. deMause. 2001, January
25. "Field of Schemes." http://
www.fieldofschemes.com.

Coates, D. and B.R. Humphreys. 1999.
"The Growth Effects of Sports Fran-
chises, Stadia, andArenas," Journal of
Policy Analysis and Management 18:
601-623.

http://www.fieldofschemes.com.


It' You Build It. w.u They Come'!

-- .... 2000. "The Stadium Gambit and
Local Economic Development," Regu-
lation23(2): 15-20.

Fort, R. 2000. "Market Power in Pro
Sports." In The Economics of Sports,
edited by W.S. Kern. Kalamazoo, MI:
W.E. lJpjohn Institute for Employ-
ment Research.

Hefner, F. 1996. "Using Economic Models
to Measure the Impact of Sports on
Local Economics." In Sports Business,
edited by P. J. Graham. Madison, WI:
Brown and Benchmark.

Krncnta, J. 1986. Elements ofEconomet-
rics. New York, NY: MacMillan and
Co.

Munsey, P. and C. Suppes. 200 I, March
28. "Ba l l park s.c o m." http://
www.ballparks.corn.

Noll, R.G. and A. Zimbalist, cds. 1997.
Sports, Jobs, and Taxes.' The Econom ic
Impact of Sports Teams and Stadiums.
Washington, D.C.: The Brookings In-
stitution.

Petersen, D.C. 1996. Sports, Convention,
and Entertainment Facilities. Washing-
ton, D:C.: LLI - the Urban Land

5<)

Institute.
Quirk). and R. Fort. 1999. Hard Ball: The

Abuse of Power ill Pro Team Sports.
Princeton, NJ: Princeton University
Press.

Rafool, M. 1998, March 27. Playing the
Stadium Game: Financing Professional
Sports Facilities ill the '90s. Washing-
ton, D.C.: National Conference of State
Legislatures.

Scully, G. W. 1995. The Market Structure
of Sports. Chicago: The University of
Chicago Press.

Siegfried,J. and T. Peterson. 2000. "Who's
Sitting in the Stands? The Income Lev-
els of Sports Fans." In The Economics
of Sports, edited by W.S. Kern.
Kalamazoo, MI: W.E. Upjohn Insti-
tute for Employment Research.

Shropshire, K.L 1995. The Sports Fran-
chise Game. Philadelphia, PA:
University of Pennsylvania Press.

nle Sporting News. 2000, June 30. "Best
Sports Cities 2000." http://
www.sportingnews.com/
sportsci ties20001.

Brett Sniith is a 200! graduate of the Georgetown Public Policy Institute. III 1999, he
received his Bachelor of A rts degreefrom the University of Notre Dante ill Government
and History. l le is currently a legislative assistant for us Representative Bob Riley
(R-A I), handling armed services, tax policy, small business and labor issues.

http://www.ballparks.corn.
http://www.sportingnews.com/


National Centerfor Education in
Maternal and Child Health

Leadership and Resources

for the MCH Community

Since 1982

A Research Center of

Georgetown University's

Public Policy Institute

The National Center for Education in Maternal and

Child Health provides national leadership to the

maternal and child health community in three key

areas-program development, policy analysis and
education, and state-of-the-art knowledge-to

improve the health and well-being of the nation's

children and families.

• Strengthening maternal and child health programs

• Providing maternal and child health policy leadership

• Providing access to policy and programmatic
information

National Center for Education
in Maternal and Child Health
2000 15th Street, North, Suite 701
Arlington, VA 22201-2617

Phone: (703) 524-7802
Fax: (703) 524-9335
E-mail: info@ncemch.orgNICIEMCH

Visit our Web site at www.ncemch.org

mailto:info@ncemch.org
http://www.ncemch.org


Empowerrnent Zones and E-Rate

Application Rates:

Is There a Relationship?
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The Urban Institute

The Empowerment lone (EZ) program is a federal initiative started in ) 994
that is designed to improve economic growth in low-income communities through
a series of loans, grants, tax breaks and community partnership development
initiatives. One way in which this program may affect long-term outcomes is by
catalyzing the usc of other resources. In this paper we investigate whether public
schools in EZ communities appear to have taken advantage of an opportunity to
improve their long-term economic success. In particular, we analyze their
application rates for the E-Rate program, which provides enormous subsidies to
improve access to the Internet and related telecommunications technology for
schools and libraries nationwide. We analyze administrative data that cover the
first and second years of the E-Rate program. We find that schools in EZ
communities generally appl y for the E-Rate program at a higher rate than schools
in other communities that arc similar in terms of poverty and geographic location,
which determine F-Rate funding eligibility. This suggests that the Empowerment
Zone program may be helping communities to take advantage of important
opportunities for economic development, including those with long-term payoffs
such as the E-Rate program.

I\:TRODLCTION

This report analyzes the relation-
ship between two important programs
of the federal government-the Uni-
versal Service Fund for Schools and
Libraries (commonly known as the "E-
Rate" program) and the Empowerment
Zone (EZ) program. The E-Rate pro-
gram is designed to improve educa-
tion and access to the Internet by
providing discounts on the costs of

telecommunications services and
equipment to all public and private
schools and libraries nationwide, with
much larger discounts for those
schools serving the poor. The EZ pro-
gram is designed to help improve the
business climate in a large number of
poor areas of the country. While not
directly related, both programs focus
on developing relatively poor commu-
nities. By improving educational out-
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have similar effects. We also do our
comparisons by poverty rates and ur-
ban locations, to help ensure that we
arc comparing relatively similar types
of schools.

EZ DATA

To do these comparisons, we made
two additions to the data used in Puma
et al 2000. The first was an identifica-
tion ofEZ schools using a list of schools
that serve youth in EZ communities.
This list was developed by the Depart-
ment of Education based on direct
contact with all of the EZ communities.
The second was an inclusion of the zip
codes of EC communities to identify
possible EC schools (those with EC zip
codes)."

In an earlier draft of this paper we
also analyzed EC schools. However,
we were only able to obtain data iden-
tifying EC schools for about 27 percent
of the EC communities. Therefore we
had to rely on zip codes to identify EC
schools. We do not present these re-
sults for EC schools because an analy-
sis of the EZ schools suggests that
using zip codes identifies too many
schools by a factor of more than four
(sec Chaplin 200 I a for details).

To summarize, in this paper we com-
pare EZ schools with comparison
schools that arc unlikely to be affected
by either the EZ or EC programs. In
addition, we present totals, which in-
clude schools excluded from the com-
parison group.

FI:\DINGS

Table I presents the overall distri-
bution of schools across the categories
described above. EZ schools comprise
only 0.6 percent of American public
schools and enroll 0.9 percent of their
students, suggesting that the EZ
schools arc somewhat above average
in size," but serve a small fraction of
the total student population. The ex-
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eluded schools represent about 13
percent of schools and 16 percent of
students. Finally, 87 percent of schools
arc in our group of comparison schools.

E-Rate application rates arc pre-
sented in columns 3 and 4 of Table I.
About 92 percent of EZ schools ap-
plied for the E-Rate program in both
years. In Year I only 73 percent of the
comparison schools applied, and this
only rose to 77 percent in Year 2.
Schools in the omitted category ap-
plied at higher rates, but still well below
the 92 percent rate of the EZ schools.
Since EZ schools are located in high-
poverty areas, it is not surprising that
they have higher application rates than
schools in any other category in both
Year 1 and Year 2. This potential expla-
nation is analyzed in Table 2.

Table I also shows that in all cat-
egories of EZ status, there were
increases in the percentages of schools
applying for E-Rate between Year I
and Year 2 of the program, except for
EZ schools, whose rate remained at 92
percent.

The last two columns of Table I
provide funding rates." Virtually all of
the schools that applied got at least
some funding-98 percent of the appli-
cants received funds in both Year 1
and Year 2.20All EZ-school applicants
were funded, and the comparison
school applicants experienced a slight
increase in funding, from 97 percent in
Ycar I to 98 percent in Year 2.

One explanation for the high appli-
cation rates of EZ schools found in
Table I is that the EZ program helped
to catalyze the usc of resources in
ways that enabled EZ schools to take
advantage of the E-Rate program.
Another explanation is that the EZ
schools were eligible for more E-Rate
funding than other schools and would,
therefore, have had higher application
rates regardless of whether or not they
were in the EZ program. We investi-
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EZ Schools

12.6%

0.6%

Omitted Schools

0.9% 92% 92% 100% 100%

15.8% 82% 85% 99% 99%

97% 98%Co mpans o n Sc ho ols 77%

NOTES:
1) This table is based on funding applications made by January 4, 2000.
2) Schools are counted as applying if they applied directly (as a billed entity) or indirectly (as part of a district

or consortia).
3) Fraction of schools funded is out of those that applied.
4) Totals do not always match across tables because of missing values for the variables urban location, size and

poverty.
5) The definition of omitted schools is given in the text.
SOURCES:
E-Rate application information from the Schools and Libraries Division of the Universal Service
Administrative Company. School data comes from the U.S. Department of Education's National Center for
Education Statistics, CCD or 1997-1998. Tables 1-6 and Figure 2 draw from the same sources.

gate this possibility in Table 2 by look-
ing at differences in E-Rate application
rates among schools eligible for the
same E-Rate funding levels.

As shown in Exhibit 1, the E-Rate
program provides discounts for pur-
chases of certain types of
telecommunications equipment and
services. High-poverty schools receive
much higher discounts than low-pov-
erty schools, and rural low-poverty
schools receive somewhat higher dis-
counts than urban low-poverty
schools. In Table 2 we look at applica-
tion rates of schools based on the
approximate poverty rates and urbani
rural categories used to determine the
E-Rate discounts." Schools within any
row of Table 2 are eligible for similar
levels of E-Rate funding.

When we break down our data by

poverty, urban location and EZ status,
we end up with 24 categories of schools.
In order to focus our discussion on
groups of schools that were reason-
ably large, we omitted numbers for
sub-groups by poverty rates and ur-
ban locations that had fewer than 5
schools. This had the effect of leaving
a number of sub-groups omitted for EZ
schools. Since there are few schools in
these categories, they are of less sub-
stantive interest."

Even after controlling for poverty
and urban location, Table 2 identifies
that EZ schools have application rates
substantially higher than our compari-
son schools. This holds in both Years
1 and 2 of the program.

These results suggest that the EZ
program had a positive effect on E-
Rate application rates. There IS,
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Urban < 1%
1to <20%
20to <35%
35 to <50%
50 to <75%
75%orMore

1to <20%
20to <35%
35 to <50%
50 to <75%
75%orMore

Urban < 1%
1to <20%
20 to <35%
35to <50%
50to <75%
75%orMore

1to <20%
20to <35%
35 to <50%
50 to <75%
75%orMore

57%
100%
97%
87%
98%
92%

93%
93%

57%
100%
100%
89%
95%
92%

87%
87%

46% 46%
79% 79%
81% 82%
81% 82%
82% 82%
82% 84%

77% 77%
77% 77%
77% 78%
77% 77%
68% 71%

50% 49%
81% 82%
83% 84%
83% 84%
83% 86%
85% 87%

81% 81%
81% 81%
82% 82%
80% 8oo/o
77% 7golo

NOTES:
1) This table is based on funding applications made by January 4, 2000.
2) Schools are counted as applying if they applied directly (as a billed entity) or indirectly
(as part of a district or consortia).
3) A "." indicates fewer than 5 observations in that cell.
4) Totals do not always match across tables because of missing values for the variables urban
location, size, fraction minority, and poverty.
5) Urban refers to city or suburban and rural includes small town.
6) Totals include omitted schools (see text for definitions).
7) See Table 1 for source information.

however, at least one possible alterna-
tive explanation. It could be the case
that the EZ schools had higher pov-
erty rates than those reported in the
Common Core of Data (CCD) relative
to the comparison group and were,
therefore, eligible for more funding,
even after controlling for poverty, as
measured in the CCD. This is a plau-
sible explanation for schools with fewer

than 75 percent of their students on
free lunch, but would not explain the
results for schools in the highest pov-
erty category, since having more than
75 percent poverty would not increase
the school's E-Rate discount rate. As
shown in Table 2, the application rate
differences between EZ and compari-
son group schools are quite large even
for the highest poverty rate category.
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Another explanation for the high
application rates of EZ schools might
be their size, which was shown to be
highly correlated with application rates
in Puma et al 2000. To analyze this,
Table 3 presents application rates by
size, year and EZ status, again at the
school level. Overall, the application
rates for E-Rate funds generally in-
crease with school size." Within each
size category, EZ schools have higher
application rates than the comparison
schools in Year 1. In Year 2, however,
the smallest EZ schools experienced a
sharp drop in application rates, falling
from 63 percent to only 46 percent. At
the same time, the small comparison
schools go from 49 percent to 55 per-
cent. On the other hand, these small
schools comprise only about 6 percent
of the 424 EZ schools." While this
evidence suggests that schools in EZ
communities have higher E-Rate appli-
cation rates than other schools, this
does not necessarily mean that the EZ

Size

Oto < 150
150to <300
3OOto < 1000

Oto<150
150 to <300
300 to < 1000
1000orMore

program had this effect. It may be the
case that the same set of factors that
cause a community to apply for the E-
Rate program, also cause them to
succeed in being designated as an EZ
community. Indeed, as stressed ear-
lier, the EZ program is highly
competitive. For this reason, it may be
quite difficult to determine precisely
the likely impact of the EZ program on
this, or any other outcome.

CONCLUSION

EZ schools have applied for the E-
Rate program at higher rates than other
types of schools. We see this pattern
both in the overall application rates
and in application rates within groups
of schools that receive similar levels of
E-Rate discounts and within groups of
schools that are similar in size. This is
not strong evidence of causality, but
does suggest that the EZ program may
be helping these schools to better take
advantage of the E-Rate program.

EZSchools Total

630/0 49Yo Wlo
8ffllo 7fP/o 7fF/o
9fPIo 83% 83%
91% 82% 83%

4fF/o 5fP/o 5fP/o
9allo 79% 8(Wo

9fP/o 85% Wlo
SffJIo 84% 8fP/o

NOTES:
1) This table is based on funding applications made by January 4, 2000.
2) Schools are counted as applying if they applied directly (as a billed entity)
or indirectly (as part of a district or consortia).
3) Totals do not always match across tables because of missing values
for the variables urban location, size and poverty.

4) Totals include omitted schools (see text for definitions).

5) See Table 1 for source information.
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The EZ program is designed to help
impoverished parts of our country
develop economically. For this rea-
son, it is encouraging to see that EZ
schools are taking advantage of the E-
Rate program. It suggests that the EZ
program may be acting as a catalyst to
help EZ communities better develop
their technological capacities. In addi-
tion, the skills that EZ schools are
developing to apply for the E-Rate
program may be useful as they look for
other ways to promote e-learning op-
portunities for their students" and
thereby better develop the long-run
economic strengths of their communi-
ties.

While suggestive, this work leaves
a number of important questions un-
answered. Will improved access to the
technology funded by the E-Rate pro-
gram provide better e-Ieamirig
opportunities for youth? Will e-leam-
ing opportunities improve their overall
educational outcomes? And, perhaps
most importantly, will these programs
improve the lives of the children and
youth they are ultimately aiming to
help? We hope to address some of
these questions in our on-going Inte-
grated Studies of Educational
Technology (ISET) and other future
work, including a follow-up project to
ISET also funded by the Department of
Education." Once we have answers to
these questions, we will be in a better
position to determine the ultimate ef-
fect the EZ program has on the lives of
targeted youth via its apparently posi-
tive affect on E-Rate application rates.

NOTES

I Year 1covers the period from January
1998 to June 1999 and Year2 goes from
July 1999 to June 2000. OurdataforYear
2 are incomplete, as some applications are
still being funded.

"This can be calculated usingtheCom-
mon Core of Data (CCD) or other federally
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approved alternative mechanisms con-
tained in the Elementary and Secondary
Education Act (ESEA).

3 H.R. 2264, Public Law 103-66, en-
acted August 10, 1993, Sections
1391-1397d. Designation procedures, fund-
ing, eligibility, time frame, responsible
agencies, etc., are all detailed there.

4 A numberof communities received EZ
money in one round of funding and EC
funds in another. We treat these as EZ
communities.

5 Four additional ECs received some-
what higher funding levels. The 1999 EZ
and EC recipients received similar amounts
offunding.

6 Schools inEZ communities are eligible
for low-interest loans to cover school equip-
ment, course development, staff training,
and rehabilitation and repairs of school
buildings.

7 This includes having a poverty rate of
at least 20 percent.

8 Roughly speaking, an EZ could have
a population of up to 200,000 in an urban
area and up to 30,000 in a rural area.

9 More than 500 communities applied
for these awards, but only about 100 re-
ceived them.

10 This statement was on their Web site.
The Web site also mentioned that AOL had
given each of the schools up to five free
accounts with unlimited usage for a period
of one year.

II This statement was given by phone.
They also mentioned having an e-mentoring
program that connects 625 employees of
local firms to students in two EZ schools
with e-mail once per week and in-person
contact once per month.

12 In addition, we called 8EZ offices and
only one ofthe people who answered had
heard ofthe E-Rateprogram. However, the
people who answered the phones were
seldom senior-level staff.

13 EZ schools are those located within
EZ community census tracts. They do not
necessarily receive any direct funding from
the EZ program.
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14 The multi-year Integrated Studies of
Educational Technology (ISET) is being
funded by the Department of Education's
Planning and Evaluation Service (PES) and
Office of Elementary and Secondary Edu-
cation (OESE) as part of the continuing
evaluation of the Technology Literacy
Challenge Fund (TLCF). ISET is being
conducted in collaboration with the
department's Office of Educational Tech-
nology(OET) and the Schools and Libraries
Division (SLD) of the Universal Service
Administrative Corporation, which ad-
ministers the E-Rate program, under the
direction of the Federal Communications
Commission.

15 The national data include the Com-
mon Core of Data (CCD) on public schools
and the Private School Survey on private
schools, both of which are available from
the Department of Education's National
Center for Education Statistics.

16 ECschools, as defined here, are those
that share a zip code with an EC commu-
nity.

17 The school and zip code lists were
provided to us by the Department of
Education. It obtained the zip code lists
from the Department of Housing and Ur-
ban Development (HUD), which oversees
the EZ/EC programs.

18 About 70 percent of all schools have
more than 300 students per school com-
pared to about 85 percent of EZ schools.
At the other end of the distribution, about
14 per cent of all schools have fewer than
150 students, compared to only 6 percent
of EZ schools.

19 The rate of having funds committed
given that one applied for funds.

20 SLD staff informed us that many
were only partially funded.

21 These are not exact because schools
could use alternative measures of poverty
to determine their E-Rate discount rate and
did use a slightly different definition of
rural location. These are discussed in Puma
et al 2000.

22 In addition, we had to omit this
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information in order to protect the privacy
of individual schools regarding whether
any applied and were rejected. These
schools are included in the totals.

23 This is true except in the highest size
category (>1,000), which has application
rates similar to those in the second-highest
size category (300-1,000).

24 15 percent of all schools are small
(have fewer than 150 students).

25 Additional information on this topic
may be available from the ongoing ISET
study by the Department of Education,
described earlier and also in Puma et al
2000.

26 The new study, the National Educa-
tional Technology Trends Study, began in
October 2001.
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Contesting Global Governance: Mul-
tilateral Economic Institutions and
Global Social Movements. By Robert
O'Brien, Anne Marie Goetz, Jan Aart
Scholte and Marc Williams. Cambridge
University Press, 2000, 260pp.

History has been unkind to the
authors of this flawed but useful study.
A wide-ranging study of resistance
against the World Bank, International
Monetary Fund (IMF) and the World
Trade Organization (WTO) is timely.
The manuscript was, unfortunately,
submitted before the Cologne G8 meet-
ings and the WTO ministerial in Se-
attle; the omission of these gatherings
from the analysis renders it a little less
useful than it might have been.

Nonetheless, the analysis is refresh-
ing. The authors present a thorough
examination of social movement ac-
tion against a triumvirate of multilat-
eral economic institutions (MEIs): the
World Bank, WTO and IMF. These
institutions are discussed in the con-
text of three global social movements
(GSMs): the labor movement, the
women's movement and environmen-
talist concerns. The analysis is com-
mendably sensitive to the diversity
within and tensions between these
movements. Particularly noteworthy
is the analysis of the mutual suspicion
between union organizers and envi-
ronmentalists. Popular media cover-
age of the solidarity between "Team-
sters and Turtles" glossed over the
often acrimonious debates between
the two camps: the former charged that
environmentalists failed to represent
any sort of constituency, while the

latter countered that the overwhelm-
ingly Northern unionists were quasi-
imperialist.

Yet in the heart of the analysis,
something is missing. The book is
guided by the notion of "complex
multilateralism," an idea that acknowl-
edges the continuing importance of
states in processes of global gover-
nance but extends the range of pos-
sible international actors to include
social movements and inter-govern-
mental organizations. The authors are
ambivalent about the novelty of this
form of global governance. They
should not be. This phenomenon has
ample historical precedent. The move-
ment against slavery in the Belgian
Congo or the debates over 19th cen-
tury monetary policy can be explained
using ideas of complex multilateralism
long before the WTO was created.

Perhaps most troubling, yet instruc-
tive, is the book's methodology. The
mercurial and decentralized world of
social movements is a frustrating place
for analysts to be. "How," ask the
authors despairingly, "does one inter-
view a global social movement?" (15).
Their second-best solution is to focus
on institutional engagements, inter-
viewing key officials, looking at docu-
ments and talking with the nongovern-
mental organizations (NGOs) in the
social movements under scrutiny. This
approach has important limitations.
By emphasizing the most visible axis of
institutional engagement-between
NGOs and inter-governmental organi-
zations-much is missed. It is a method-
ology akin to searching for lost keys
not where one lost them, but where
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there is light.
Nowhere is this clearer than in their

analysis of the IMF. They rightly no-
tice that the IMF has proved resilient
to calls for change from GSMs, and
attribute this to entrenched patriarchal
economism within the IMF. GSMs
have, however, proved themselves
competent political analysts by target-
ing their efforts toward debt cancella-
tion not at the IMF, but at the govern-
ments to which the IMF is beholden.
Such complex activism is invisible to
this book's analysis.

Perhaps the most serious blind spot
entailed by this approach relates to the
sort of GSM activism that addresses
not MEIs, but capitalism at large. For
example, the commentary on feminist
struggle suggests a number of rea-
sons why the movement has not been
quite as successful as its environmen-
tal counterpart.

This is a little unfair since the loci of
feminist struggle are many and varied.
Women's engagement with capitalism
need not happen at multilateral levels
to have ripple effects there. As recent
protest literature has been at pains to
stress, the biggest threat to the MEIs
comes not from direct attacks on them
but a proliferation of alternatives to
them.

Despite its flaws, this book remains
useful reading for scholars of social
movements. The treatment of MEIs
may be too uncritical for some. How-
ever, the analysis of intra-movement
politics and the focus on events prior
to Seattle remind us that the social
movement protesting the WTO in
December 1999 had a fraught history.
Given the rash of uncritical thinking
following the Seattle protests, such a
reminder is salutary.

Rajeev C. Patel
Cornell University
Department of Rural Sociology
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The Economics of Sports. Edited by
William S. Kern. Western Michigan
University, 2000, 140 pp.

The W.E. Upjohn Institute for Em-
ployment Research, publishers of The
Economics of Sports, is a nonprofit
organization "devoted to finding and
promoting solutions to employment-
related problems at the national, state
and local levels." Given the Institute's
focus on this broad and diverse set of
interesting and important public policy
issues, it is odd that it would devote an
entire volume to an "industry" that
employs so few, and generally well
compensated, individuals. Although
sports are a popular topic of conversa-
tion and attract much attention in the
print and broadcast media, their eco-
nomic impact on society as a whole is
relatively minor. While the subject pro-
vides fertile ground for the application
of economic theory and analysis tools,
the overall importance from a public
policy perspective is limited.

Sports economics is a fairly young
but growing sub-field within the eco-
nomics profession and its practitio-
ners have applied various theoretical
models and analytical tools to many
interesting questions. A major attrac-
tion for sports economists is that there
exists a tremendous amount of data in
the form ofleague records, player con-
tracts and other documents with which
to examine a variety of economic is-
sues.

The relatively straightforward ap-
plication of economic theory to con-
temporary issues in sports in a paper
by Rodney Fort, for example, will ap-
peal to some readers. Other papers,
such as the one by Andrew Zimbalist,
will only be of interest to those pos-
sessing specialized knowledge of the
inner workings of professional sports
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salary cap and collective bargaining
agreements. The papers in this volume
are not generally rigorous in their ap-
plication of economic theory, and many
are lacking in formal statistical analy-
sis. This book provides something for
nearly everyone possessing an inter-
est in sports economics, but will not
fully satisfy any particular group.

There are a number of current
sports-related economic and public
policy issues addressed in the papers
of this volume. A compelling conclu-
sion based on economic theory is that
many of the problems perceived in
professional sports today-rising ticket
prices, excessive player salaries, occa-
sional work stoppages and others-are
an predictable consequences of mar-
ket power derived from individual team
monopoly and league cartel behavior.
Fort argues in his paper that opening
professional sports markets to greater
competition could eliminate many of
these negative consequences. How-
ever, he also notes that many practical
difficulties exist in implementing this
approach.

An important public policy issue
addressed in this book is whether sig-
nificant expenditures of public money
to build new sports facilities, generous
stadium lease deals and other tax
breaks are justified based on the eco-
nomic benefits generated. As Robert
A. Baade notes, little objective evi-
dence exists with which to evaluate the
equity, efficiency and incidence ef-
fects of these policies, despite claims
made by proponents. He also provides
some additional evidence to support
the emerging consensus that sports
teams do not generate new economic
activity, but rather crowd-out or dis-
place what previously existed.

Other results presented in a paper
by John J. Siegfried and Timothy
Peterson suggest that team owners
and star athletes benefit most from
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professional sports, and that those
who buy tickets typically have incomes
much higher than average Americans.
In an interesting application of labor
market theory, Lawrence M. Kahn finds
in his paper that labor market discrimi-
nation, defined as unequal treatment
of equally qualified workers, has been
diminishing since the integration of
professional sports, but that some mea-
surable discrimination remains.

The papers in this volume provide
some useful insight into the economic
effects of sports on society and related
policy issues. While sports are a larger
than life presence in our society, the
overall economic impact is not as sig-
nificant as the degree of attention af-
forded them would suggest. The num-
ber of people employed in this sector
is not large, and the usefulness of
devoting significant attention to these
issues from a broad public policy per-
spective is questionable. However, this
book provides a useful look into many
interesting sports-related policy issues
and should appeal to a variety of indi-
viduals with an interest in sports eco-
nomics.

Jonathan D. Mathieu
Georgetown University
Georgetown Public Policy Institute

A Practical Guide for Policy Analy-
sis: The Eightfold Path to More Effec-
tive Problem Solving. By Eugene
Bardach. Chatham House/Seven
Bridges Press, 2000, 144 pp.

Berkeley Professor Eugene
Bardach wasted no words in polishing
this gem. In just over 100 pages, he
provides conceptual insights and prac-
tical tools for conducting high quality
policy analysis, and he does so in a
way that guides you down the eight-
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fold path while also making you want
to take the trip.

The first step on the path is "defin-
ing the problem." Bardach encourages
us to begin the journey thoughtfully,
as the first step influences the direc-
tion of the entire expedition. He urges
us to think in terms of deficits and
excesses, to quantify, and then to ask:
Why should the government address
this problem? His most important ad-
vice about problem definition, how-
ever, is to think about what the real
human problem is rather than defining
the solution within the problem. For
example, Bardach would encourage us
to say that the problem is "too many
people are homeless," not that there is
"a lack of sufficient public housing";
the problem is that "too few children
can read" rather than "school classes
are too big." The latter problems sug-
gest a particular solution, which may
or may not be the best remedy for the
real human problems of homelessness
and illiteracy.

The second step-"assembhng evi-
dence"-might seem to be straightfor-
ward, but Bardach begins by giving
difficult counsel: before assembling,
sit down and think. He cautions us to
stop and think hard about what evi-
dence would be sufficient to address
the problem you have defined, and
what evidence would be extraneous.
Moreover, if you have data that sup-
port your presuppositions, seek con-
trary evidence.

In the third step we "construct
policy alternatives." It is easy for policy
analysts to believe that their favored
policy is the best one, but Bardach
encourages us to consider the full
range of policy options that might
address the problem in the form of a list
entitled "Things Governments Do."
This most informative list reminds us
that there are many ways to skin the
policy cat. Bardach wants the analyst
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to begin by searching widely, and then
narrowing the list to the most promis-
ing alternatives.

Next, Bardach recommends that
analysts "select the criteria"; that is,
we decide what outcomes we want to
obtain through our policy choice.
Rarely will it be a single outcome. For
example, we might want to raise lit-
eracy (by some target amount) at the
lowest cost, with special concern for
certain groups, while providing maxi-
mum autonomy to local communities.
Bardach directs us also to be con-
cerned with practical criteria, such as
the legality of the policy proposals,
their political feasibility, their robust-
ness and "improvability."

The fifth step-"projecting out-
comes"-is perhaps the most difficult
analytically. Bardach directs us to es-
timate (often, guesstimate) how each
policy alternative fares according to
each criterion we established. Almost
never does an analyst have good out-
come data, even for policies that have
already been adopted; for potential
policies, data are even scarcer. Still,
how else would analysts decide which
policies to adopt without explicitly stat-
ing how they differ in their impact?

Once outcomes are projected, ana-
lysts should "confront the tradeoffs."
As the options will have differing out-
comes on differing criteria, we must
determine which criteria are most im-
portant and which outcomes most
valuable.

For the seventh step, we must "de-
cide what to recommend." Since poli-
cies can have such a dramatic impact
on lives, Bardach claims that analysts
bear the responsibility of making a
deliberate choice and standing by it.

Finally, analysts have to "tell the
story." Bardach proposes the taxi driver
test. If analysts really know the issues,
then they should be able to explain the
policy recommendation so that a New
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York cabbie can understand it, appre-
ciate it and maybe even say: yeah, we
should do that. The idea is not that taxi
drivers are simpletons, but that they
are not going to be impressed with
political jargon. If you can persuade
the driver, you just might be able to
persuade the political leader.

This book should be on the shelf of
policy analysts, new and seasoned.
Bardach has much wisdom for us all.
Given the importance of policy analy-
sis as a profession, it is fitting that
policy analysts follow the path Bardach
maps for us.

Mark Rom
Georgetown University
Georgetown Public Policy Institute

Nickel and Dimed: On (Not) Getting
By in America. By Barbara Ehrenreich.
Henry Holt and Company, 2001, 221
pp.

Early next year, the first round of
welfare recipients will experience the
realities ofthe five-year lifetime benefit
limits set forth by the Personal Re-
sponsibility and Work Opportunity
Reconciliation Act of 1996. Unlike the
"Welfare Queen" debates of the 1980s,
the 1990s version of welfare reform
was designed to provide increased
opportunities in the workforce and
hope for welfare recipients, reinforc-
ing the ethic of work. To achieve this
goal, the legislation placed the highest
emphasis on immediate attachment to
the labor force and personal responsi-
bility.

Ironically, the same welfare reform
legislation, intended to raise recipi-
ents out of the stigma of social isola-
tion, has driven thousands of former
recipients further into an equally per-
verse, socially isolated world reserved
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for low-wage workers. It is this world
that Barbara Ehrenreich explores in
Nickel and Dimed, investigating the
hidden life choices that low-wage
workers routinely make to "not" get
by. Ehrenreich deserves high praise
for an illuminatingjoumalistic account
of low-wage work, providing insight
into the much glorified "opportuni-
ties" for the 4 million welfare recipients
who are taking personal responsibility
and entering the labor market. Waiting
tables in Key West, Florida, working
two jobs as both a nursing home aide
and maid in Portland, Maine, and ar-
ranging clothes as a sales clerk in
Minneapolis, Minnesota, Ehrenreich
uncovers the "conspiracy of silence"
(217) that creates and maintains pov-
erty conditions for full-time workers.

In each community, one relatively
low-wage, full-time job in a tight labor
market was not enough to cover the
basic costs of food, gas and shelter for
a single individual. The added bur-
dens of securing reliable transportation
and adequate childcare arrangements
that many working families face never
entered into the study's parameters. In
a tight labor market, an abundance of
jobs with few workers to fill them did
not mean that wages increased in re-
sponse. The traditional assumptions
of labor economics cannot effectively
describe the relationship between
wages and jobs under the new eco-
nomic conditions experienced by
Ehrenreich. Workers juggling two and
three jobs have no ability to foster the
social networks helpful for obtaining
jobs, relying instead on the formal
marketplace for all goods and services.
In the absence of these networks, in-
formal economies that may have once
provided a minimal safety net for the
working poor are no longer viable. At
the same time, relying on the formal
marketplace alone does not permit
those on the lower-skilled end of the
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market to live beyond paycheck to
paycheck and to leave the ranks of the
working poor.

The low-wage labor market that
Ehrenreich experienced was not domi-
nated by minimum wagcjobs, but rather
by S6.00 or $7.00 per hour jobs (higher
than the current federal minimum wage
of $5.15 per hour). In spite of this,
Ehrenreich found that one job, even
above the minimum wage, was not
enough to secure affordable housing
and nutritious meals. Thus, the gen-
eral idea that any job will lift welfare
recipients out of poverty is not the
reality that Ehrenreich uncovered.
"Everyone will work" translates to "let
them cat cake" in an economy where 30
percent of the workforce cams less
than S8.00 an hour (3).

Moreover, as Ehrenreich shows, in
order for low-skilled workers to main-
tain an adequate standard of living,
issues beyond wages need to be ad-
dressed. Ehrenreich portrays an un-
settling picture of bathroom break
monitoring, drug screening, precari-
ous scheduling, and employment seg-
regation across race, gender and
ethnicity. The employment protections
already in place, such as the Occupa-
tional Safety and Health laws, the Fam-
ily and Medical Leave Act, the Na-
tional Labor Relations Act and Work-
ers' Compensation benefits, do not
seem to exist for low-wage workers.
Either these workers do not know about
them or choose not to rely on them in
the uncertain context of "Employment
at Will," the dominant legal doctrine
that governs most US employment
relations and allows workers or em-
ployers to terminate thcir relationships
"at will." The strength of this book is
that it forces the reader to consider
whether it is reasonable to expect work-
ers to collectively organize to deter-
mine wages, benefits and conditions
of employment in a democratic manner
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when they can be fired for any reason
or no reason at all. It also prompts one
to reassess the justification for a sys-
tem of labor rights that, in practice,
docs not apply to the bottom third of
the workforce,

This book is not an academic piece
that should be held to the level of
scrutiny appropriate for scienti tic re-
search; instead, it resembles a partici-
pant observation study, a point that
Ehrenreich makes clear from the start.
Her work, however, begins an impor-
tant dialogue, posing questions that
researchers must begin asking at a time
when market approaches dominate the
intellectual landscape. Taking issue
with an outdated and insufficient mea-
sure of poverty is the primary policy
implication that Ehrenreich asks read-
ers to examine. This is because we
cannot begin to craft effective policies
to address poverty when national
measures ignore the actual cost of
living at the local level.

Ehrenreich found that the primary
day-to-day struggle in each labor mar-
ket was securing affordable housing.
She asks policymakers to consider a
poverty variable tied to the local fair
market value of housing, in order to
add a new level of clarity to the poverty
discourse. Clearly, this study shows
us that it is time to rethink policy pre-
scriptions based on orderly associa-
tions that bear no resemblance to real-
ity for low-wage workers. From insuf-
ficient and outdated employment law
to the rethinking of core beliefs related
to work and responsibility, capitalism
in the global context will continue to
grow the legions of working poor in
America. Nickel and Dimed serves as
an excellent primer for taking action.

Jennifer J. Bloom
Central New York Labor Federation,
AFL-C/O
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