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INTRODUCTION:

Since 1960, between one-fourth and one-third of every construction

dollar spent in the United States went for public works. These expendi-

tures occurred at all levels of government, including projects ranging

from the rehabilitation of a commode in the Bronx zoo to the building of

Interstate 95. Public works were initially defined as durable and/or im-

mobile, whereas public works have come to include rehabilitation and main-

tenance activities under the same rubric. Of the $39 billion spent on

public works construction in 1975, we can attribute only about $1-2 billion

to programs specifically funded for countercyclical job creation purposes

2
or special aid to lagging areas of the country.

Government expenditures on all types of public works do not vary with

business cycles to the degree that tliey do in the private sector. However,

there have been repeated charges that federal expenditures are not distri-

3
buted equally across regions of the I'.S. As private expenditures decline

For an early definition see John K. Galbraith, The Economic Effects of
the Federal Public Works Expenditures , 1933-38, U.S. Government Printing
Office, Washington, D.C., 1940, p. 128; for a definition in a more modern
context see William J. Tobin, Public Works and Unemployment: A History
of Federally Funded Programs, Economic Development Administration, U.S.
Department of Commerce, 1975.

2
The format of the federal budget does not allow for distributing the
portion of federal expenditures directly spent on public works although
the figures for o\^mership indicate that the state and local government
"own" almost 85 percent of the total expenditures. Of course, this
results from the large number of federal grants for the construction of
schools, roads, and so forth. See Statistical Abstract of the United
States , 1976, U.S. Department of Commerce, 1976, Table 1244

3
See for example, Thomas Oliphant, "Will Carter's Promises Become Economic
Progress for the Northeast?" New England Magazine, Thj Boston Globe

,

January 30, 1977.
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with a recession, there is always an attempt in Washington to persuade

the federal program-makers to compensate with debt-financed public works

expenditures by accelerating the construction of projects already under-

4
way, or by financing new ones proposed by the states and localities.

Even the deficit-conscious Ford Administration passed a series of

countercyclical spending programs, not the least of which was an increased

investment in public works prograns. The initiative for countercyclical

and even structural public works construction comes from a variety of

circles as diverse as the research departments of the AFL-CIO and the Brook-

ings Institution to local representatives of the building trades and con-

tractors' association. This country has had two periods of dependence on

the financing of public works beyond what was deemed "normal" by the Congress:

one during the Great Depression and the other a sporadic but continuous

flirtation since 1961. We will not address the issues of whether counter-

cyclical employment policy is necessary, although still the subject of

hot debate in some quarters of the economics and political professions. In

some sense we are all Keynesians and the issue now centers on how much

countercyclical stimulus, and not whether.

4
It is much more difficult financially and politically for a state or locality
to assume countercyclical funding of public works, as the federal debt positioi

is the "business" of Congress and the White House, while the debt posture of

the states and localities is becoming more the "business" of regional and
local financial institutions.

All of the programs discussed are assumed to be financed through government
debt. There is little debate on whether this works in the sense of increas-
ing employment and expanding output. See Alan Blinder and Robert Solow,
"The Analytical Foundations of Fiscal Policy," Alan Blinder, Robert Solow
et. al.. The Economics of Public Finance, The Brookings Institution, 1974,
pp. 3-115. Also, on the question of the comparative efficacy of programs
for countercyclical employment stimulation, see Temporary Measure to Stimulate
Employment , Congressional Budget Office, 1975.

'^•^^-•.fiil
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The use of federal aid programs for the areas of the country experienc-

ing economic stagnation or decline does not have a large consensus. Dis-

cussion is often laced with Marxian and Myrdalian theories of uneven de-

velopment and the other side riddled with phrases from an Ayn Rand handbook.

The historical policy off-shoot of these debates has always been a compromise

with the advocates gaining a program and the foes achieving lillipution

funding levels.

Although the debate is interesting it will not be addressed by this

paper. Instead the paper will concentrate on what we have learned and how

we might apply this knowledge presently and in the future.

The paper is divided into four major parts. The first presents a dis-

cussion of the programs and policies utilized in the U.S. prior to the 1960's,

with emphasis on the New Deal era. The second portion concentrates on pro-

grams implemented during the 1961 - 197A periods beginning with the Area

Redevelopment Act of 1961 and ending with the Public Works Impact Program

of 1972. The third section consists of a more detailed discussion of cur-

rent issues and the experience we have had with Title X of the Public Works

and Economic Development Act of 1965, as amended in 1974. A summary is

given and a series of lessons/recommendations for the future use of public

works as a tool to combat cyclical and structural employment problems com-

prises the last section.

Under each major section of the paper, the issues will center on the

level of effort, program impacts, long-term value and administrative issues.

When appropriate the public works programs will be compared and con-

trasted with available evidence of the efficacy of alternative means of

6
For a discussion of this question see Sar Levitan, Too Little But Not Too
Late , D.C. Heath and Co., 1976, especially Chapter 1.
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accomplishing the same end. For example, the utilization of public ser-

vice employment programs, an issue <'iddressed by Alan P'echter at this con-

ference, will be a point of comparison in the contemporary context. Also,

when possible, we will differentiate between programs aimed at structural

problems and those aimed at cyclical employment problems. As the reader

will soon see, it is often very difficult to distinguish the two beyond

the targets and areas identified in the legislative mandate.

I. THE NEW DEALERS: FDR AND HARRY HOPKINS

If we do not understand the successes of the past we are likely to

o

repeat them only by accident. When the New Dealers met, they did not

have a series of cost-benefit analyses to look to, nor computer simulations

of the likely impact of huge spending increases on the unemplojnnent rate and

the change in the CFI. Indeed, they didn't even have a copy of Paul

Samuelson's Economics where they could find out that debt financed projects

were effective as countercyclical devices. The programs of the New Deal

were a series of perpetually adjusting experimental and demonstration pro-

grams approached with a level of funding never before attempted in a capital-

ist economy. The question of whether or not they were effective will never

be completely resolved. Clearly, mistakes were made; some leaned on shovels

and others built monuments to the ability of a great Nation to survive a time

Public works and public employment programs are usually distinguished by
whether funds are appropriated for materials and equipment or not. For
example, Wiseman defines public service employment under CETA as a program
"designed to preserve skills and maintain income during a cyclical down-
turn." Funds over and above those paid for subsidized wages and salaries
of the PSE clients are usually earmarked for only administrative purposes.
See Michael Wiseman, Achieving the Goals of the Employment Act of 1946 -

30th Anniversary Review Paper No. 1, On Giving a Job : The Implementation
and Allocation of Public Service Employment , Joint Economic Committee,
Congress of the United States, G.P.O., 1975. This problem of distinguishing
public works and PSE is becoming increasingly difficult as the new regulations
covering Title VI of CETA now explicitly call for PSE projects .

Q



of crisis.

The use of debt-financed public works programs never pulled the country

completely out of the Depression (it took the second World War to do that),

but they did provide work for millions of people, and enhanced the climate

for the long-run economic development of the nation.

INITIAL RESPONSES AND EXPERIMENTATION: 1929-35

Non-intervention is the key word in describing the initial response

of the federal government to growing unemployment in the first three years

of the Great Depression. The stance of the Hoover Administration was to

ask Congress to speed up the appropriations for a previously planned ten

year public construction agenda and appropriate an additional $330 million

9
for construction of federal projects. Congress did, however, pass a bill

authorizing 2.3 billion for direct grants to states and localities for

public works construction, only to have Hoover veto it with objections

containing words like "pork barrell." In 1932, the Emergency Relief

Construction Act was passed as numbers emerged showing 24 percent unemploy-

ment and a drop in private construction activities from $8.7 billion in

1929 to $1.4 billion in 1932, This program provided federal money to states

and localities and relied heavily on self-liquidating loans. The program

reached its zenith in 1933, when it was directly responsible for the employ-

ment of approximately 3 million of the 13 million unemployed.

9
Paul Studenski and Herman Kroos, Financial History of the United States,
New York, McGraw-Hill, pp. 354-358. Part of the expedited construction
program included the Hoover Dam.

^°Ibid, p. 357.

See Donald Watson, "The Reconstruction Finance Corporation," The Municipal
Yearbook , 1937, Chicago, International City Managers Association, 1937.
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When FDR took office he saw a desperate need to do something quickly

while full blown proposals could still be worked out in Congress and the

12
White House. The Federal Emergency Relief Administration was set up to

disperse money to the states for direct and work relief. Unemployment

was over 25 percent . This is analogous to the Congressional extension of

unemployment benefits in 1974 and the mandating of additional money by

pre-legislated formulae for the dispersion of welfare and U.I. payments

13
which were increasing across the country. The regulations of the FERA

stated that "all needy unemployed persons and/or their dependents shall

receive sufficient relief to prevent physical suffering and maintain mini-

mum living standards". This provision was the first legislatively mandated

"workfare" program of the era. Thosf persons in need were employed for the

number of hours required to compensate the difference between their income

14
and the "minimum standard" at federal wage rates. In addition, grants

were made for unemployable people as well; services under this program

peaked in 1935 when over 16 percent nf the civilian labor force (21 million

persons) were receiving some sort of benefits. Still the federal government

was not directly involved in the administration of the program.

12
Federal Emergency Relief Act of 1933.

13
This program is discussed in some detail in John K. Galbraith, The Economic
Effects of the Federal Public Works Expenditures, 1933-38 , A Report to the
Subcommittee on Economics and Public Works, National Resources Planning
Board, GPO, 1940.

14
This provision is very similar to a recently proposed program in the Common-
wealth of Massachusetts. Governor Dukakis has asked Secretary of H.E.W.,
Califano for a waiver of regulations to allow the State Department of Human
Services to force persons to work on public projects for a period of time
necessary to "earn" their welfare payment. See letter from Governor Dukakis
to Secretary Califano with attached proposal dated February 25, 1977.
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1933 marked the first time the federal government became directly in-

volved in operating a work relief program. The Civil Works Administration

(CWA) was established under executive order. The federal government directly

operated the program which provided jobs both for persons

receiving relief and for those who were unemployed and not getting relief

payments. Unemployment was the only criteria for eligibility for half the

clients. Since there was a spreading prejudice against persons on relief,

many who should have applied and, indeed, were eligible for relief, did not

sign up. Unfortunately, the CWA got the stigma of a relief and "make-work

program, as the local relief office tilled as many jobs as possible from

their rolls, and each placement led to a decrease in their own expenditures.

As jobs became available, many new relief applicants appeared as the wages

paid on CWA projects were considered high.

Several major factors led to the termination of CWA after only seven

months of operation (November 1933 - July 1934). First, the program was

initiated in mid-winter with most jobs being short-term construction.

Thus, in order to fill the number of open positions financed (over 2 million

in the first two months) many of the localities created what could be called

"make-work" efforts. Secondly, the program was the first federal effort

which directly provided jobs both for relief recipients and for unemployed

persons and was viewed as "temporary." It should be mentioned that the

hiring rate and speed of implementation was incredible: by mid January

193A (1 1/2 months after passage) there were over 4.3 million persons work-

ing on CWA projects. Even the highly priased speedy implementation of the
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Emergency Employment Act of 1971 could not hold a candle to the hiring rate

IS \ (~i

under CWA. '

As CWA expired, a new work relief effort was begun under the FERA:

the Emergency Work Relief Program (El^^RP) . Once again relief status deter-

mined eligibility and the program was to be a dual venture with equal votes

for states and federal government. As it turned out the states had the major

responsibility in operation, with many unfinished CWA projects getting most

of the initial attention. Urban areas were the target and virtually all of

the participants were on relief as opposed to only half under CWA. As in

the first FERA program, employment hours per week were determined by the

amount of money needed to make up the difference between what a person had

and the minimum deemed necessary to get along. Almost 90 percent of the

allocated $1.3 billion went to labor costs.

The basic principle operating at this time was that states and localities

were responsible for the physically unfit and otherwise unemployable persons,

while the federal government had responsibility for able-bodied but unemployed

persons. This distinction was the basis for the WPA, which replaced the FERA

late in 1935.

While CWA and EWRP were being planned and operated the Congress was

implementing parallel legislation. One such piece that became important

A discussion of the CWA can be found in Work Relief Experience in the U.S .

,

Committee on Social Security of the Social Science Research Council (undated)

Another interesting parallel of the CWA to present problems is the failure
of the program to distinguish between the types of persons it was aiming
to help e.g. the cohort on relief or those who were in less severe straits -

those who were simply unemployed. This could be taken into a present con-
text to the failure to differentiate our programs aimed at the structurally
unemployed and the cyclically unemployed. This is discussed later in the
paper.

Arthur Burns and Edward Williams, Federal Work, Security and Relief Pro-

grams , W.P.A. Division of Research, Monograph XXIV, GPO, 1941.
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was the Public Works Administration (PWA) established in June of 1933.

Under the National Industrial Recovery Act of 1933 over $3.3 billion

18
were appropriated while the intention was later interpreted as follows:

1. Preparing a public works program to be undertaken in the
event of future necessity;

2. Providing employment for workers in building trades and
in industries supplying construction materials;

3. "Priming the pump" of industry by placing large sums of

money in circulation and by creating a demand for construc-
tion materials.

These goals are not unlike the goals listed in legislation authorizing

the latest round of countercyclical public work programs: the Local Public

Works Act of 1976.

Several problems with the PWA prevented timely implementation not

the least of which was the failure of states to provide technical plans for

the public construction they wanted. Another problem (familiar to those

involved in the present public works system) was the detailed and time

consuming review and appeal procedure for project selection, which worsened

as demand by state and local governments far outstripped the funding avail-

able. In fact, the delays in implementing the PWA program were precisely

the reason that CWA was passed in November 1933. One unique feature of the

PWA was that the federal government, through 10 different agencies, administered,

planned and ran projects directly. Federal agencies spent $1.8 billion of

the total $5.9 billion allocated over the life of the program.

18
Jack Isakoff, "The Public Works Administration," Illinois Studies in the
Social Sciences , Vol. XXXIII, No. 3, Urbana, University of Illinois Press,
1938, p. 137.
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By the close of 1935, previous hopes that the end of the Depression

was near began to wane and the a 1 pliahet Leal patcliwork ol proj^ram.s under-

went review by the White House and Congress. Although many were being

employed and funds were stimulating the economy there was still a long way

to go: unemployment hovered around 20 percent. The federal government re-

grouped its efforts, primarily under the auspieces of the Works Progress

(later Projects) Administration (WPA) . It is to this widely recognized

program that we now turn.

CONSOLIDATION: 1935-41 :

By 1935 there were 20 million people depending on relief of some kind,

almost 17 percent of the total population. Hopes that the PWA would "do

the job" were dwindling. The Committee on Economic Security reported the

19
following to FDR:

It is a sound principle that public employment should

be expanded when private emplojmient slackens, and it is

likewise sound that work in preference to relief in cash

or in kind should be provided for those of the unemployed
who are willing and able to work . . . The experience of

the past year has demonstrated that making useful work
available is the most effective means of meeting the needs
of the unemployed.

FDR responded immediately to this memorandum with an announcement to

Congress that he wanted two new and expanded programs. He called for the

passage of the Social Security Act to provide categorical help to the un-

employable and he asked for a federally administered public works program

for the unemployed. Within four months the Emergency Relief Appropriations

Act of 1935 was passed in response to the latter request. This program

19
Quoted in An Evaluation of the Public Works Impact Program , Economic De-
velopment Administration, U.S. Department of Commerce, 1975, Appendix C,

p. 316.
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authorized the appropriation of $A.88 billion to "provide relief, work re-

lief and to increase etnployroent by providing useful projects." The alloca-

tions were divided among federal agencies to sponsor temporary projects and

a new agency, the WPA, was established with $1.A billion to finance "small

useful projects."

Due to the dynamic leadership of Harry Hopkins, the WPA soon had ad-

ministrative control over virtually all federal work relief efforts. Dur-

ing 1936-43 the WPA averaged over 2 million persons a year on its employment

roles with total allocations of almost $13 billion dollars. This was by

far the largest and most famous of all the New Deal programs and had become

synonomous with public work relief efforts in this era. The hallmark of

the program was its adaptability. Hopkins was not adverse to changing the

goals, operations and targets as he perceived the need for adjustments.

In addition, there were annual Congressional authorizations for the program

and they participated in annual alterations.

Although the objectives of the WPA are established in legal terms, it

is more appropriate to quote Harry Hopkins from a statement made to his

staff in 1935:

. . . never forget that the objective of this whole program
as laid down by the President ... is the objective of taking

3,500,000 people off relief and putting them to work and the

secondary objective is to put them to work on the best pos-

sible projects we can, but don't ever forget that first

objective, and don't let me hear any of you apologizing
for it because it is nothing to be ashamed of.^O

Unfortunately the objectives for who was to be employed on WPA projects,

were never really translated into explicit criteria, although in 1935 Hopkins

20
As quoted by Lois Craig, "Beyond Lead-Raking, OTA's Lasting Legacy,"
City , October - November, 1970, p. 23.
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asked Congress for enough money to employ one member of every needy family

21m the country. It is interesting to note that at times there were im-

plicit goals for the \VPA to provide training, but these were never realized

as the unemployment at the time was viewed exclusively as a cyclical prob-

lem. What we would now term "stuctural unemployment" was generally ignored.

However, an examination of the list of projects completed during the 8

years of the \-^A reveals a large number of projects which were, in the

strict sense of the word, economic development projects not simply tempor-

ary measures to stimulate employment. The long-run effects of the WPA

and its enhancement of the climate for later economic development are the

22
most underestimated of all its accomplishments.

There were several major changes in the administration of the WPA vis-

a-vis prior public works projects. These changes centered on the sponsors,

hiring arrangements and local contributions both during and after completion

of the project. Instead of the previous arrangements with contractors,

virtually all WPA projects were undertaken in a manner we would now call

"force accounts," that is run directJy through local or state governmental

units rather than a private contractor. This decision was made because the

contractors were either unable or unwilling to hire those most in need,

limiting their personnel to semi-skilled and skilled workers. Of course,

this method may have filled the efficiency needs of the program, but

21
See Alden F. Briscoe, "Public Service Employment in the 1930' s: The
WPA," in Sheppard et. al.. The Political Economy of Public Service
Employment , Lexington, MA., D.C. Heath and Co., 1972.

For an impressive list of the accomplishments of the WPA and other job
creation programs of this era see Garth L. Mangum, "New Deal Job Creation
Programs," Emergency Employment Act Background Information , Subcommittee
on Employment, Manpower and Poverty of the Committee on Labor and the
Public Welfare, Final Report, Washington, D.C. 1967.
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23
equity needs were left unmet. Further, the WPA set up state and district

offices to administer the program. 30,000 administrative personnel were

hired, "without regard to the provisions of the civil service laws."

Again, we see the almost naive sensibility of the era where it seemed in-

tuitively "obvious" that creating a permanent civil service structure for

a temporary program would serve only to institutionalize the agencies and

25
their employees.

The projects themselves had to be sponsored by a state or local govern-

ment unit or a federal agency, and that sponsor had to be legally empowered

to carry out the work as well as be responsible for its maintenance.

Approximately 96 percent of the projects under the WPA were initiated

locally with yearly contributions averaging between 19 and 25 percent. Once

the project was approved on the state level, the WPA district offices were

charged with hiring workers and buying the necessary equipment and supplies.

This setup was based on the conviction that local government units knew best

what needed to be done but were unable to administer it effectively. The

historical consensus v^;as that the administrative network was quite efficient

and successful. The lesson learned here could well have circumvented

23
This issue remains unresolved under the strategies designed for funding
Title X of the PWED Act of 1965 and the Local Public Works Act of 1976.
This is discussed later in the paper.

24
The issues of administration are discussed in detail in Arthur W. Macmahon
et. al.. The Administration of Federal Work Relief , Chicago, The Public
Administration Service, 1941. The authors further point out that OTA
requests to Congress to establish a civil service within the WPA were
turned down.

The problem of civil service laws and temporary employment programs is
still unresolved either for the clients of programs like CETA-VI or the
administrative personnel.

26
This and some of the following discussion of the WPA is taken from Alden
Briscoe's excellent piece on the WPA, op. cit.
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problems encountered by our national program planners who insisted that

both the planning and administration of CETA had to be the responsibility

of localities. Even in 1973 localities had little experience in running

social programs.

Employment under a WPA project was based on need and employability,

with specific provisions against discrimination on the basis of race, age

and sex. Unfortunately, there was little enforcement of these provisions

as only 10 to 20 percent were female and/or nonwhite. The aged, however,

were highly represented among the work force, although the young (under 18)

27
were barred as there were two separate programs for youth.

Congress made explicit rules concerning accepting available private

employment in the area by stipulating, upon pain of discharge, that workers

must leave if pay were at least the same as the WPA wage. Transition off

of WPA rolls into private employment remained a specific goal. Another

problem with a contemporary ring emerged after Congress passed this provision.

Those working on WPA projects, while paid less than similar private sector

workers, were virtually guaranteed full-time, full-year work, whereas

"regular" private sector jobs, particularly construction, were only rarely

full year positions. Thus, even with the lower wages of WPA projects, many

were reluctant to leave. Briscoe, however, points out that "career WPA"

workers were not a particularly large problem. In 1939, only about 16 percent

28
of the workers had been on projects for three years or more. In a reaction

to charges by the media of "careers on WPA," Congress enacted legislation

27
The Civilian Conservation Corps and the National Youth Administration
Work Program. Alden Briscoe, p. 100.

28
Briscoe, op. cit., p. 102.
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that automatically dismissed any WPA worker who had been working for 18

months or more. Those dismissed (almost 1 million over the last 6 months

of 1939) had to remain off the project for at least 30 days. This process

was called rotation. Many, of course, could not find permanent work and came

immediately back after 30 days. The mayor of Detroit commented, "Its pretty

hard to rotate your appetite."

Wages paid on the WA projects followed FDR's guidelines: "security

payments which should be larger than the amounts now received on the relief

role, but . . . not so large as to encourage the rejection of opportunities

for private emplovment .

" This policy is similar to wage regulations under

CETA-VI. However, organized labor managed to use its influence to gain

"prevailing wages" on WPA projects, not unlike current public works programs.

Thus, after Congress passed this resolution, there was a catch-22: the

"security" monthly wage policy was still in effect. Therefore the workers

who would surpass this "security wage" if paid the "prevailing wage" simply

29
worked fewer hours per month. Overall, wages paid on WPA projects in

1939 ranged from a low level in Mississippi of $19 per month to a high of

$95 per month in Washington, D.C. The average hourly earnings on all

projects financed under the Emergency Relief Employment Act were 48 cents

per hour in 1939 with an overall average in the private sector building

30
trades of about $1.07 per hour. Clearly, there were compromises reached

29
This same technique has been utilized in certain rehabilitation projects
funded under CETA-VI in Massachusetts, where the $10,000/yr. limit would

be exceeded if prevailing (read Davis-Bacon) wages were paid. Thus, those
working on some of the rehabilitation projects only worked part-time or
part-year until the $10,000 maximum was reached. This is discussed in

more detail in the forthcoming report by Thomas A. Barocci and Charles A.

Myers, "An Evaluation of CETA in Eastern Massachusetts," Industrial Re-
lations Section, Sloan School of Management, M.I.T.

30
Statistical Abstract of the U.S ., U.S. Department of Commerce, 1941,
Tables 409 and 416.
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at the local level between the "security" and "prevailing" wage differences.

The WPA projects were labor intensive with nearly 90 percent of the

federal contributions going directly to wages The rules allowed for $7

of materials for each man-month of employment, although the local and state

contributions (19 to 24 percent of the total) were often spent on materials.

Thus the dual goal of labor intensiveness and usefullness of projects was

accomplished. La Guardia Airport could not have been constructed with the

federal materials allotment.

The overall economic impact of the WPA has never been the subject

of serious economic analysis. However, as over $1.4 billion per year was

spent on wages going to over 2 million families, we can be sure that

virtually all of it was spent on necessities. The raL":^ of spending, of

course, has a positive impact on the countercyclical effect. The multiplier

works more quickly if the money goes to wages than if it is spent on

31
materials and equipment. In current dollars this expenditure is equal

to approximately $6 to 6.4 billion per year, far above the total public

service employment and public works expenditures appropriated to smooth

out the current recession. An equivalent level of effort in 1976 would

result in employment stimulation in the range of 600,000 to 900,000 for

32
PSE and 350,000 to 450,000 for accelerated public works expenditures.

Further comparison show that the WPA at its highest impact employed 31

31
See William H. Miernyk, Elements of Input-Output Analysis , New York,
Random House, 1965, especially chapter 3, or Michael K. Evans, Macro-

economic Activity : Theory, Forecasting and Control , New York, Harper
and Row, 1969, especially chapters 19 and 20.

32
These figures were derived from the Congressional Budget Office estimates
using 1976 dollars. See Temporary Measures to Stimulate Employment ,

Congressional Budget Office, 1975. Note that the estimates cited are
for the emploj^ment impact of the programs 12 months after enactment.
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33
percent of the total unemployed in the lountry. To equal this we would

presently have to have almost 2.5 million persons on a public works or PSE

program!

The WPA reached its highest level of activity in 1939 when $2.2 bil-

lion was spent on job creation; total federal receipts that year were only

$5.1 billion. Further, the total government debt in 1939 was 3.6 billion,

fully 70 percent as much as total receipts. Countercyclical policy was

34
indeed taken very seriously in Washington.

Before summarizing the accomplishments and lessons of the era, I cannot

resist the temptation to list a few of the WA accomplishments. The overall

figures are truly impressive: 617,000 miles of roads built, 124,000 bridges

and viaducts and 120,000 public buildings. Perhaps specific examples will be

more illustrative. LaGuardia Airport in New York was a WPA project, as was

Boston's Huntington Avenue subway. New York's Central Park zoo and Chicago's

waterfront park were made possible by UTA dollars and men. Faneuil Hall in

Boston and Independence Hall in Philadelphia, cornerstones of the nation's

bicentennial celebration, were reconstructed by the WPA. Enough public build-

ings were constructed to put one in each of the 35,000 counties in the country.

We are proud of our National Endowment for the Arts, but we would have to

go much further to match the splendid achievements of the WPA's writer's,

musician's and painter's projects under which persons like Jack Levine, William

33
Alden Briscoe, op. cit . , p. 113.

34
The $2.2 billion figure is derived from a category in the Federal Budget

called "Federal Works Agency," and includes several agencies. See Tables
192 and 193 in Statistical Abstract of the United States , 1941, U.S.

Department of Commerce, 1942.
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35
DeKooning and Jackson Pollack were aided. The list could go on and on,

but even an abridged itemization illustrates the products of the imagination

and drive present in the crisis times of the 1930's.

As must certainly be apparent to the reader, the positive accomplishments

of public works projects in this era have been stressed throughout the

paper. On balance, I believe that the accomplishments outweighed the

tangles, given the inexperience of all of those involved in the planning

and implementation of previously unat tempted efforts. However, many who

criticized the works programs of the 1930's did so armed with evidence.

For example, unemployment was still in the 16-18 percent range as the decade

of the 1930's came to a close. Several blue ribbon panels were set up to

evaluate the efforts during the 1930's. The National Appraisal Commission

criticism centered on the programs' inability to fully meet the needs of

employable people. However, after criticizing the program's scope, they

37
praised the performance, citing the utility of the work undertaken. The

National Resources Planning Board discredited the WA on two counts: that

it did not meet the needs of all unemployed persons and that the objectives

of the program were unclear. The same Board also criticized the WPA for

38
mixing the maintenance of work habits, skills and morale with relief efforts.

35
For an expansion of this point see Thomas A. Barocci and William Spring,

"Jobs and the Management of the Economy," Boston University Regional
Institute on Employment, Training and Labor Market Policy, 1975, (mimeo)

.

Also a fully detailed list of accomplishments is included in Work Relie f

Experience in the U.S. Committee on Social Security of the Social Science
Research Council, New York, undated).

U.S. Community Improvements Appraisal, A Report on the Programs of the WPA,
GPO, 1939, p.' 7.

"
37

Ibid , as cited in An Evaluation of the Public Works Impact Program, op . cit , p

38
Cited in An Evaluation of the Public Works Impact Program, op. cit .

,

p. 319-320':
~
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Thus, almost all formal evaluations indicate that, if anything, the program

level was too modest in size.

Summary

l\fhat lessons did we learn from the era of the Great Depression? The

first conclusion that a researcher of this issue must draw is that with the

commitment and support of the public, the White House and Congress can, in con-

sort, launch massive and unprecedented programmatic remedies for the unemploy-

ment problems of the nation.

On a less dramatic and more specific level, we can examine some of the

levels of effort summarized in Tables I.l and I. 2. For example, the simple

fact that the KTA managed to employ an average of 2 million persons a year

is impressive; this is between one-quarter and one-third of the total un-

employed. To equal this effort in the present employment situation, we would

have to combine our countercyclical programs to employ between 2 and 2.5

million persons — at least five times the present effort. Further, Table

I. 2 shows the percentage of GNP devoted exclusively to the WPA during 1936

and 1939 at 2.25 and 1.75 percent respectively. In a present context this

would mean appropriations in the neighbor hood of 25 to 33 billion dollars

per year. Admittedly, the comparisons can be questioned for relevance,

but are nevertheless illustrative of the magnitude of the \^A program.

Galbraith points out that over the 193A-1938 period the various pro-

39
grams were only able to employ 14 percent of the total unemployed.

Even with this conservative estimate we would have to put over 1 million

39
Galbraith, op. cit, p. 42.
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persons to work in order to equal the achievement of the 1930's.

Assessment of the overall economic impact of the programs is difficult

as there are no analytically sound studies available since the major

economic assessment tools were yet to be invented. Predictions about what

the situation would have been without the New Deal programs is equally im-

precise, but enlightening. We would have either reverted to reliance on

continuation of the "poor law" concept or launched a massive program of

federal relief. Neither would have left us with the series of physical

accomplishments. The stimulations of private industry resulting from

materials and equipment purchases would have been delayed or missed altogether.

On the administrative side we can bring a great deal of knowledge to

bear on the present context. The issue which first comes to mind is the

fact that projects were almost always initiated by local and state levels of

government and administered through federal branch offices. Some attribute

the lessening of abuses to this arrangement. Further, when the WPA made

local contributions mandatory, the local governmenta] units responded with

between 19 and 25 percent of the total costs. This separated the wish lists

from the projects really deemed necessary. In addition, the civil service

statutes were bypassed in deference to the crisis times and consequently

those employed in the administration were not permanent. The same holds

for the clients of the programs. The jobs were temporary. The method

whereby wages were determined also provides a lesson. Although there were

conflicting policies concerning "prevailing" versus "security" wages, prac-

tical compromises were reached either by shortening the number of hours

worked or through local agreements.
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A final note should highlight the appropriate caveats. In a 1939

public opinion jioll taken which aski-d pcM)plc about thi' "best" and "worst"

things done under the Roosevelt Administration, the WPA won on both counts!

In the final analysis, it is a question of one's perspective. In a present

context this would come down to whether or not one favored massive government

intervention to ameliorate employment problems. Those of us in favor now,

would likely have voted "yes" in 1939. The program was a product of the

1930's and must be judged in that light. We must take its wheat and apply

it now, and leave the chaff in the history books.
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Table I.l: Some Parameters of Major Public Works Programs in the New Deal

1. Target groups

2. Wages

3. Allocations
(federal)

4. Wages/Total dollar
(federal share)

5. State matching
funds (% of total)

6. Number of

persons employed
(various durations)

7. Major Activities

Community
Works
Administration

CWA
11/33 - 7/34

Emergency
Work Relief
Program

EWRP
3/3A - 12/35

1/2 unemployed
1/2 on relief

relief
(urban areas)

high
"prevailing with
. 30 hour minimum"

very low

860 million

79%

•10%

4 million
total

86% con-
struction

1,300 million

89%

N.A.

2 . 5 million
total

majority
construction

Public
Works
Administration

PWA
1933-39

unemployed

medium
"maintain
standard of

decency"

Works
Projects
Administration

WPA
1935-43

unemployed

med ium
"security
wages" and

''prevailing"

5,900 minion

N.A.

55-70%

(for non-fed-
eral portion
of program)

100,000 —
650,000/month

medium to heavy

construction

7,800 milUon

88%

19-25%

2 million/year

79% light, mediu

and heavy constr

tion.

Source: Statistical Abstract of the U.S., 1941 and various publications cited in

N.A,

the text.

Not Available
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Table 1.2: Comparative Statistics, 1936, 1939, 1975 with WPA information
for 1936 and 1939

Civilian Labor force
(OOO's)

/' Employed
(OOO's)

// Unemployed
(000"'s)

UnemplojTnent Rate

G.N. P. (billions)

Federal Government Receipts
(billions)

Federal deficit
(billions)

// Employed (OOO's)

(WPA only)

Wage Expenditures on
WPA (billions)

Wages (9) as % GNP

'' Employed on WPA as %

of total unemployment

Average Wages paid IVPA

1936

53,
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THE POST WAR II ERA: CYCLICAL AND/OR STRUCTURAL UNEMPLOYMENT

INTRODUCTION

WW II kept America's industry and labor force fully utilized. As the

war drew to a long-awaited close, Washington policy makers, remembering the

1930's, began to worry about economic prospects for the post war period. A

wave of post war nationalism swept the U.S. and produced a host of strange

bedfellows, from Harry Truman and Adlai Stevenson to Roy Cohn and Joseph

McCarthy. The crest of that wave was reached in 1946 with the passage of

the Full Employment Act. That Act, which passed amidst much controversy and

even more compromise, mandated the Federal government to "promote maximum

employment, production and purchasing power." However, it contains no mech-

anisms for accomplishing its rhetorical goals, nor does it define "maximum

employment.

There were few who were against the rhetorical goals of the Act, but

equally few who were willing to include enforcement provisos in the legis-

lation itself. In 1945, during the extensive hearings on the bill, Secretary

of Labor, Schwellenback, described full employment as "a condition in which

all who are able and willing to work can find jobs under satisfactory condi-

41
tions," a goal which has yet to come to fruition. Herbert Stein, later

Chairman of the Council of Economic Advisors under President Nixon, described

the situation in the following manner:

Every phase in the (employment) act is a monument to a battle of
the year long legislative war that preceded it passage. The biggest
guns of ideology and pressure, conservative and liberal, business
and labor, had been engaged in the fight. There has been in our

40^ .

Originally the act called for full employment, then "defined" at about 3percent

.

41
.
Hearings Before a Subcommittee o f the Committee on Banking and Currency.U.S. Senate, 79th Congress, 1st Ses^on on S. 380 . Washi ngton, n.r
U.S. Government Printing Office, 1945, p. 572.
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generation no other confrontation on so massive a scale over the basic
character of the American econonpv. When the smoke cleared it was
impossible to tell who had won.

Tlie only really clear result of the Act was that it committed Federal govern-

ment to the concept of full employment, but the questions of how and for whom

remain unanswered. This section of the paper discusses the methods and im-

pacts of a series of modest Federal attempts to address both structural and

cyclical employment problems through accelerated spending on public work

projects.

The first attempt to put economic muscle behind the Full Employment Act

was introduced in the 81st Congress by Senator James Murray and 14 other

Democrats. The bill was aimed at "the treatment of serious unemployment

43
whenever it arises in any geographic or industrial area." The bill was

ambitious containing effective language which was later adopted in several

important pieces of economic development and countercyclical legislation.

It would have committed 2.2 billion dollars to aid depressed areas and had

provisions for retraining and mobility allowances for those in certain

depressed areas. As Levitan pointed out, the bill "died a-borning" with the

recovery in 1950.

A certain amount of attention was given to areas of the country with

labor surpluses during the Korean conflict through the directives included

45
in Defense Manpower Policy No. 4 of 1952. This policy was designed to give

42
Herbert Stein, statement included in the supplement to the Joint Economic
Committee symposium, "Twentieth Anniversary of the Employment Act of 1946 '

pp. 143-152.

43
Sen. 281, 81st Congress.

44„
Sar A. Levitan, Federal -. id to Depressed Areas : An Evaluation of the Area
Redevelopment Administration , Baltimore, John Hopkins Press, 1964, p. 21.

45„„^
Placement of Procurement and Facilities in Areas of Current or Imminent

Labor Surplus."
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a disproportionate share of defense procurements to firms in labor surplus

areas. How well it worked is uncertain because no evaluations are available.

Following the period of the Korean conflict, the Eisenhower administration

took a stance that vie could call the "old Federalism" since it assumed that

high-level growth in the overall economy would "pull up" lagging areas.

The Economic Report of the President, 1955 , stated that programs for local

.. .. 46
areas "should be carried out by the local citizens themselves." With this

attitude from the Administration, the battle lines were drawn as Senator

Paul Douglas led those who favored aiding depressed areas of the country

47
with special Federal grants. As Douglas persuaded his fellow Senators of

the efficacy of aid, the Council of Economic Advisors reversed its position.

The problem then became one of adjusting the scope of the assistance. Six

years of legislative juggling began; one bill died in the House Rules

Committee, another was "pocket vetoed" by the President and yet another

48
vetoed in 1960. A combination of the indefatiguable Paul Douglas and the

49elevation of John F. Kennedy in 1960 finally brought passage of the first

major Postwar economic development legislation: The Area Redevelopment Act.

Levitan details the issues involved in the passage of the bill, noting

both the practical and philosophical differences among the friends and foes.

Not surprisingly, the issues were the same as those "settled" later by the

Economic Report of the President, 1955 , Washington, U.S. Government
Printing Office, 1956, p. 57.

47
During Douglas's previous campaign for the Senate, he became acutely
aware of the depressed area problem as he observed the economic situation
in Southern Illinois.

48
Paul H. Douglas was an economist in his own right. Indeed, he was
elected President of the American Economic Association.

49
John Kennedy, while a Senator, acted as floor chairman for the Douglas
bill(s) in 1956.
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President's Commission on Technology and the American Economy and much the

same as issues raised during Che legislative battles which followed (and are

still going on) in reference to the Humphrey-Hawkins bill. The President's

task force on aid to depressed areas, headed by Douglas, made the following

recommenda t ions

:

-special treatment to businesses in depressed areas through tar-

geting of government procurement;

-measures to increase the educational level of persons in depressed
areas and expansion of placement services

;

-comprehensive public works program;

-tax incentives for new or expanding firms in depressed areas;

-establishment of a youth conservation corps;

-special regional programs to combat un/underemployment in certain
depressed areas.

Only the last of the recommendations was passed into law by the Area

Redevelopment Act. The remainder of the list saw legislative enactment in

52
one form nr another over the ensuing decade.

The report of the Douglas Task Force represents the beginning of the modern

era in its use of public works construction as a countercyclical and

structural employment tool. The major pieces of legislation passed which

specifically address these issues are as follows:

1. The Area Redevelopment Act (1961)

2. The Accelerated Public Works Program (1962)

3. The Public Works and Economic Development Act (1965)

4. The Public Works Impact Program (1971)

5. The Emergency Jobs Unemployment Assistance Act (1974)
6. Public Works Employment Act (1976).

50
See Technology and the American Economy, Vol. 1, Report of the Progress
Feb. 1966. Rereading of this document is highly recommended for all those
who are presently concerned with the employment problems of the American
economy. The report was carefully and insightfully done. The series of
recommendations could have been written last week, rather than a decade ago.

51„
See Levitan, Fed eral Aid to Depressed Areas , op. cit., especially chapter 8.

52
For example. The Manpower Development and Training Act of 1962 The
Accele.a.ed Po.Uc .....s P.o,.a„ of 1.62. T.e Special ,.„„.. .^....^^.^^
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The program implemented under each of these acts will be discussed in

turn with special reference to the costs, allocation formulae, characteristics

of those employed, speed of implementation, aggregate impact, value of the

output, wages paid, administrative arrangements and the level of effort.

Title X of the Public Works and Economic Development Act of 1965, as amended,

known as the Emergency Jobs Act is discussed in more detail in Section III

of this paper. At the outset it should be mentioned that there are no detailed

evaluations of any of the programs prior to Title X, except for an in-house (EDA)

53
study done on the PWIP program. Thus, specific conclusions concerning

impacts and administration are often gleaned from impressionistic evaluations

of the programs.

AREA REDEVELOPMENT ACT

The Area Redevelopment Act was passed with the enthusiastic endorsement

54
of the Administration. A new agency, the Area Redevelopment Administration

was charged with carrying through its mandates. The funding for the ARA,

however, was meager compared to the magnitude of the problems it was designed

to address.

The ARA was supposed to design a program to alleviate conditions of

substantial and persistant unemployment in certain economically distressed

areas. Immediately two problems emerged which were to plague not only the

ARA, but all subsequent programs aimed at both structural and countercyclical

employment programs: the timing of grants and eligible area designation.

The economic development mandate was to be implemented by encouraging new

53, ^ ,An Evaluation of the Public Works Impact Program , Economic Development Ad-
ministration, U.S. Department of Commerce, 1975.

54
Whxle campaigning, Senator Kennedy had, some say, won the West Virginia
primary because of his firm stand and commitment to federal aid to de-
pressed areas.
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business ventures through loans or by tying public facility construction to

the development of a new business. The latter issue resulted from a practical

problem within the ARA. Demand for public facility construction funds were

far outstripping supply. Demanding a link of the public facility with a

new business was a convenient allocation tool. This led to problems as the

economy was just then moving into a recession; clearly the hardest time to

encourage new business ventures in any part of the country, let alone in

"depressed" areas. Secondly, the ARA officials depended on low income and

emplo>Tnent statistics to measure need and eligibility. These statistics simply

do not allow for differentiating between cyclical and structural problems,

nor between declining and depressed areas.

Within the first two years of ARV's operation it designated over 1000

counties as eligible for assistance, nearly one-fifth of the counties in

the entire country. Actual obligations from ARA totalled about $350 million —

approximately $350,000 per eligible country. Of this amount approximately

$104 millions went to public facilities grants (40%) and loans. The per-

centage given in grants to the eligible areas was directly related to the

unemployment rate; areas with a rate above 12 percent received five-sixths

58
of the total in the form of a grant. The ARA investment per job under the

See Ra>'mond Milkman, Christopher Bladen, Beverly Lyford and Howard Wakton,
Alleviating Economic Distress: Evaluating a Federal Effort , Lexington, MA

.

,

Lexington Books, 1972, Chapter 1.

Sar A. Levitan and Joyce K. Zickler, Too Little But Not Too Late , Federal
Aid to Lagging Areas, Lexington, Mass., Lexington Books, 1976, p. loT

The reaminder allocated to industrial and commercial loans, technical
assistance projects, tr'.i.'.ing courses and research projects.

58
Levitan, Federal Aid ..., op. cit. pp. 150-151.
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public facilities grants and loan program ranged from $600 for those projects

funded under $250,000 to about $7000 for those over $1 million. According

59
to ARA documents, the average investment per job was $1800.

The public facilities grants portion of the ARA was highly controversial,

with advocates defending grants on the basis of certain communities' in-

ability to raise any money at all, and opponents claiming that grants would

"rob communities of their initiative by making them more dependent on federal

aid." The compromise which came out of the debate allowed for as much as

100 percent grants if the projects "fulfilled a pressing need" in the depressed

area. To accommodate this provision, the ARA covered about 86 percent of

the total project costs during the first two years of operation.

The popularity and subsequent demand for public works grants had a

tremendous impact on the ARA, which had too little money and experience and

had promised too much. Project selection became an ad hoc process and charges

J- -, . ^ . . _ . . ,63
of political favoritism occurred.

Regionally, the dispersement of funds under the ARA seemed to favor the

South. During the first two years of the program, 57 percent of public

59
Levitan mentions the high end project costs but offers no further explanation
for this wide discrepancy. Also, there is no indication of the job tenure.
This may have been due to several especially large capital intensive projects
on the high end.

Levitan, Federal Aid ... op . cit . , pp. 137-138.

^"""Ibid, p. 138.

^^Ibid, p. 151.

Not unlike those facing the Economic Development Administration in reference
to present allocations of funds under the Local Public Works Program.
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facilities grants and loans went to Southern states even though only one-

third of the eligible population lived in that area of the country.

Also, far-reaching promises of job creation and impact of ARA programs were

somehow translated into "fact" by ARA publications and news releases.

The image of the ARA was becoming tarnished by media charges of incompetance.

Soon after ARA began, the administrators "realized" that industry was

unwilling to locate where roads, sewers and water lines were not

satisfactory. This realization led to the increasing emphasis placed on

public and civil works construction, a grant and selection process unfamiliar

66
to the ARA personnel.

It should be kept in mind that public facilities grants were not the

major raison d ' etre for ARA. The legislative debate centered on the simple,

but severe problem of a lack of industrial jobs in rural America. To ameliorate

this problem the business loan program was set up at the heart of ARA to offer

low interest start-up capital to expanding firms. It was assumed that this

would sufficiently lower operating costs and make the firms economically

viable. The legislators also implicitly assumed that the areas had sufficient

ft 7
social overhead and infrastructure. The legislative emphasis on loans

is reflected in the actual allocations: 54 percent of total funds became

64
The reasons for this disproportionate allocation to the South are not clear
although Levitan hints that Southern support in Congress for this legislation
was given in anticipation of obtaining a large part of the public facilities
money. Their expectations were fulfilled. See Levitan, Federal Aid ...

op. cit . , p. 149.

6 S
The problem of overstating accomplishments became more acute in reference to

the APW program and is discussed in the next section of the paper.

As indicated earlier, p*.'.' lie works grants had to be directly linked to a

private business ventui^

It may well have been that the financial institutions were charging a premium
interest rate in the area to account for the higher risk of doing business in
the region(s). Another possibility is that the track record (or lack thereof)
of industrial establishments in the areas was poor, and other firms were afraid
to move there.
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68
industrial and commercial loans. The legislation, however, did anticipate

the need for training or retraining, and about eight percent of the funds went

to this end. However, the training program was later overshadowed by the

69
Manpower Development and Training Act of 1962.

One very positive accomplishment of the ARA was the requirement which

made the formulation of an overall economic development program (OEDP) essential

for grant or loan eligibility. Even though the original documents were

rather primative by today's standards, they did facilitate discussion among

local leaders regarding the future economic development of the area. This

provision is retained by the successor agency — the Economic Development

Administration (EDA) . The OEDPs were to provide a blueprint for development

and each project and loan request had to be appropriate to the medium and

long run plans.

As the ARA was still trying to administer the multifacted Area Redevelop-

ment Act, the national economy was moving into a recession. Congress responded

by passing new legislation with an explicit purpose:

to speed up and expand public works in communities
with substantial unemployment, primarily to provide
"immediate useful" employment, but also to aid in-
dustrial development and make them better places in

which to live and work. '^

Obviously, Congress and the President intended to combine a countercyclical

policy with an economic development strategy. The legislation is called the

Levitan, Too Little ...., op. cit , p. 9.

69
MDTA was run by the Department of Labor (and HEW in the early stages) and
lack of interagency cooperation became a problem.

Quoted in Levitan, Federal Aid ..., op. cit
, p. 152.



-33-

Public Works Acceleration Act of 1962. The ARA was designated as the ad-

ministerLnv, aK<-'iHy a It. it Llic I'residiiit rendered the funds to the Department

of Commerce.

ACCELERATED PUBLIC WORKS PROGRAM (APW )

Although the purpose of the APW was stated as combining economic de-

velopment and countercyclical job creation, the legislation did not require

the formulation of an OEPD by the applying locality. This facilitated the

implementation of the program, but also gave rise to the criticism that

the projects did nothing for economic development goals. This criticism

ia a quizzical leap in logic, although it is clear that coordinated efforts

for improving an area's infrastructure are likely to enhance economic develop-

ment more than uncoordinated efforts.

The ARA, with the assistance of the Community Facilities Administration

(CFA) and the Public Health Service (PHS) managed to distribute nearly the

full $900 million authorization in less than two years. In fact, within

five months of enactment the response to the program was so great that

localities were urged to withhold further applications, but to attempt

funding through the ARA (which still had some public facilities funds).

72 73
But even this source was exhausted by June of 1963. '

This compares favorably with the fact that ARA took almost three years to

commit just over $100 million for public facilities projects under the
earlier act where an OEDP was mandatory.

72
Milkman, et. al., op. cit., p. 5.

73
It is worth noting that President Kennedy had asked for "standby" authority
to feed more money into the economy as deemed necessary to fight the recession.
However, conservative Congressmen called this a "political slush fund" and
it was dropped from the final version of the legislation. After the great
demand for the original ? '00 million allocations, proponents went to Congress
to ask for more and werr .efused. The President was by this time committed
to the tax cut strategy and did not push for additional allocation for the
APW. See Levitan, Too Little ...., op. cit

, p. 11.
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The ARA acted as the coordination center for the APW projects with 14

different federal agencies using their existing networks to distribute the

funds to localities. ARA functioned further as a watchdog to assure ad-

herance to the statute in terms of allocations, approvals and progress re-

ports on the grants. This proved to be a severe strain on the ARA staff,

which was just becoming familiar with the problems and processes of the ARA

program. The assignment of responsibility for administration to the ARA

may well have been the straw that broke their back. They simply did not

have enough time to set allocation and selection standards to satisfy both

the economists and the politicians. The target areas for APW assistance

remained the same as the previously determined ARA areas, in addition to

area designated by the Secretary of Labor to have had substantial (read

over 6 percent) unemployment during the previous 9-12 months. As the national

unemployment rate averaged 6.7 percent in 1961, it was virtually an all-in-

clusive eligibility rule. Thus, ARA efforts to allocate funds to those

areas most in need were met with opposition and "a fair share for all" be-

74
came the basic watchword for fund distribution. The allocation problem

once again became a political decision with supposedly analytical foundations.

There can be no question that the impact of cyclical unemployment is dis-

tributed unevenly across geographic areas and socio-demographic groups.

The question of who should have been first in line for jobs under the

APW remained vague. The criteria was that the "jobs (on APW projects)

were to be made available to the maximum extent feasible to the unemployed

7 (^

within the eligible communities... There are no records of the employment

74
William Tobin, op. cit . , p. 110.

See Andy Sum and Thomas P. Rush, "The Geographical Structure of Unemploy-
ment," Monthly Labor Review , March 1975, pp. 3-9.

Executive Order 11049, September 14, 1962.
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status of persons hired under the APW program, thus, no conclusions on this

issue can be drawn. However, there is clear evidence that the recession

impacts to a greater extent on some labor force cohorts than others.

For example, lesser skilled workers suffer more unemployment than higher

skilled workers. Although we do not have socio-demographic data on those

hired for APW projects, a sample of 200 projects showed that nearly one-half

of all those employed were unskilled or semi-skilled. The federal projects,

done through force accounts (versus subcontract) showed the highest pro-

portion of unskilled workers: one-half of the Department of Agriculture

projects and two-thirds of the Interior Department projects employed over

80 percent unskilled and semi-skilled workers. On the other hand the con-

struction of hospitals and administrative buildings, done primarily under

78
subcontract showed "a preponderance of skilled workers". These findings

become very important in designing a countercyclical program which has cer-

tain skill groups as its target workers.

The guidelines for approval of APW projects involved the alacrity with

which they could be implemented (or continued), whether they met an essential

public need (subsequently reducing local unemployment) , whether they could

be completed within a year and, if possible, accommodate the OEDP of the

area. In addition, the guidelines stressed that the federal money should not

replace state or local funds which would have been spent on the project with

or without the APW help. The locality had to contribute at least 25 percent

of the total cost. In fact, the local and "regular" federal agency contributions

See Edward Gramlich, "The Distributional Effects of Higher Unemployment,"
Brookings Papers on Economic Activity , Vol. 2, 1974, pp. 293-3A2.

78
Johannes U. Hoeber, "S' .:.e Characteristics of Accelerated Public Works
Projects," Redevelopment, September, 1964.
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79
to the total expenditures were approximately 51 percent. Thus, total out-

lays for the program v/ere estimated to be $1,748 million. Initially the ARA

estimated that the total outlays would generate 250,000 man-years of employ-

ent — a number that was later proven to be a gross exaggeration. On-site

employment on APW projects peaked in June 1964, when 45,519 individuals were

on Q

1

estimated to have been employed. ' The ARA estimates of on-site employ-

ment generated were almost twice as alrge as those revealed by a General Ac-

82
counting Off ice, (GAO) study. We have no numbers to indicate whether or not

the APW projects "substantially reduced local unemployment." On a national

level, however, the impact is easily estimated. During any given month in

1962-63, there were approximately 4 million persons unemployed. At most the

APW had one in a hundred on the payroll.

The types of projects to be funded under APW were not stipulated in the

enabling legislation nor in the ARA regulations. Clearly, there are differ-

ences among project types in terms of the skills needed and labor-capital

ratios, as evidenced in a 1977 Rand study. For a $1 billion expenditure, they

show a range of 17 to 49 thousand jobs on-site (depending on the project type)

Q O

with the mean number of on-site jobs calculated to be approximately 33,000.

79
Johannes U. Hoeber, Ibid.

Ibid .

Q
1

There is no wage data available for APW employers.

82
House Report No. 92-92, pp. 100, 102, cited in Anthony Sulvetta et . al

.

,

Alleviating Unemployment Through Accelerated Public Works in the U.S .

:

An Historical Perspective , Washington, D.C., Economic Development Admin-
istration, 1976, p. 27.

8 3
Georges Vernez et. al.. Regional Cycles and Employment Effects of Public
Works Investments , Rand report to the Economic Development Administration,
1977, p. 128.
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The project types also vary in terms of the skills they utilize; this too can

be estimated with appropriate tools. The distribution of project types

Q C

(dollars) funded under the APW breaks down as follows:

1. Waste treatment, water, sewer and

other public utilities 48%

2. Hospitals and other health facili-
ties 13%

3. Street and Road construction 13%

4. Public buildings 12%

5. Wildlife and conservation 3%

6. Other 11%

The APW program analysis data seems to indicate that the mandates of

speed of implementation and completion were not met by most of the projects.

Within a year from the first appropriation, 3600 projects were completed or

underway and by June of 1964 — 21 months after the first appropriations —

7,769 projects had been approved by the ARA and were either completed or in

86
process. The model level of employment under these projects was approxi-

mately 30,000 per month and was reached within 7 or 8 months of funding.

The recession had its beginning in the latter part of 1960 and hit bottom

near the end of 1961. The APW program was criticized because of long delays

in starting the projects even after ARA approval. Over 3/4 of all projects

87
took place in FY 65. Had there been an ongoing program with triggers for

start up, the APW program would have peaked employment 12 to 18 months earlier,

at the height of the recession . A strong argument for a "triggered"

84
Input-Output analysis or econometric estimation are the most useful in this
regard and are discussed in the final section of the paper.

Hoeber, op. cit .

86
Hoeber, op. cit . , cited in William Tobin, op. cit . p. 110.

87
Nancy H. Teeters, "The 1972 Budget: Where It Stands and Where It Might Go,"
^P^A VmI

]
1071 a ZU.
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countercyclical program can be based on these findings.

QQ
Before summarizing the experiences under the ARA and APW programs

it is worthwhile to note a reference to the level of effort vis-a-vis the

federal budget which was put into the countercyclical program. The total

allocations for APW were $400 million in 1962 and $450 million in 1963;

representing approximately 6 and 9 percent of the total federal deficit of

89
those two years. If this ratio measures the relative "willingness" of

Congress and the White House to go into debt to combat employment with

countercyclical spending, we would presently have to spend between 4.5 and

7 billion dollars on employment-generating programs to equal the 1962-64

effort. Further we have presently almost double the number unemployed as

there were in the 1962-64 period. By any measure, be it GNP, federal receipts

or federal deficit, our present package of countercyclical employment pro-

grams is small. Compared to expenditures during the 1930' s, the figure

is even more meager.

The ARA was "functioning for almost four years and during that time its

function was not only to stimulate economic development plans in nearly 1/3

of U.S. counties and to coordinate federal funding with these plans, but also

to administratively implement the largest public works project since the

88
Note that the Appalachian Regional Development Act of 1965 was an additional
program that was a specialized off-shoot of the ARA. Through 1975 there has
been 2.5 billion dollars appropriated with over 60 percent going to highway
construction and only 5 percent to public facilities construction. I have
been unable to find an evaluation of this program and it is therefore not
included in the analysis.

89
Economic Report of the President, 1976, Table B-63.
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1930' s. Its failure and accomplishments must be viewed in the light of these

intentions.

Available information makes it unwise to conclude whether or not the

ARA succeeded in stimulating economic development to lagging areas of the

country. Their funding was small compared to the demand for aid. Applica-

tions for public facilities grants soon assumed the central role in the ARA

program selection. The command given the ARA to carry through provisions

in the law relating to business loans, training and retraining, public

facility construction and technical assistance proved to be too much for a

newly created agency to effectively handle. Even with the heroic adminis-

trative efforts extended by some in the agency, they were unable to overcome

long delays in funding (as they often had to wait for several agencies to

approve the project and the creation of an OEDP). Further, there was no

experience in the Department of Commerce for allocating funds, nor for impar-

tially designating areas as targets. In their enthusiasm some of the ARA

administrators overestimated what they could accomplish, especially given

that the nation was moving into a recession just as they were beginning to

make some headway with loan programs.

On a more positive note the ARA made great strides in getting local

areas to think in terms of economic development plans. The OEDPs are still

embodied by the successor agency, EDA, and are becoming more and more sophisti-

cated. Further, the agency learned the problems inherent in differentiating

among areas without a specific and defensible allocation formula. No one ap-

peared to be happy with the amount of help given by th: ARA because the

politicians who supported the Act had told the folks back home to expect
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substantial help. The economic development resources were simply spread too

90
thin. Sar Levitan summarized this point very well:

A depressed area program can be effective only when the
number of depressed areas is reduced to manageable pro-
portions and only when areas with a potential for de-
velopment at a reasonable economic cost are made eligible
to participate in the program. In short, the program
must recognize that some areas are more equal than others.

In effect Levitan is supporting a policy of regional economic triage.

One would trust that Levitan is not advocating a policy of leaving the most

depressed areas to decline even further, but is rather arguing for an overall

economic situation in which only a few severely depressed regions would be in

need of economic development aid.

In sum, the economic development efforts under ARA left much to be desired,

but they did establish the fundaments for the refinement of the presently

operating EDA.

The efforts undertaken to implement the APW program are another story

altogether. If one could point to a single cause of the doivmfall of the ARA

it was that the President turned over to the ARA the responsibility to im-

plement the Act. They then moved full tilt toward allocating money through

a complicated and unspecified bureaucratic procedure and were forced to turn

attention away from the economic development efforts in order to attempt to

integrate the two programs. Surprisingly the funds were out fairly quickly

and many were put to work under the program. This program was not the sole

cause of recovery from the recession, but certainly contributed to the effort.

Had funding been appropriated by more expedient Congress or by a previously

90
Levitan, Federal Aid ..., op. cit

. , p. 253.
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decided "trigger" mechanism, the jobs provided would have been more timely.

The APW program proved to be very popular with the demand for funding, even

with the 50 percent matching preference, far surpassing available resources.

Priorities were not clear on which areas should be funded. As we shall see,

this lesson has still not been learned.

By the end of 1964 the APW funding had expired and the nation was

recovering from the recession. There was a consensus among both supporters

and foes of the ARA that the agency and its mission should be restructured.

This happened in 1965 with the passage of the Public Works and Economic

Development Act and the creation of the Economic Development Administration

within the U.S. Department of Commerce. The next section of the paper dis-

cusses the experience of the EDA with both economic development and counter-

cyclical public works programs.

The Economic Development Administration (EDA)

As the national economy had almost completed recovered from the recession

of the early 1960's, Congressional attention turned once again to economic aid

for lagging areas in the country by creating the Economic Development

Administration under authorization of the Public Works and Economic Development

Act of 1965. The popularity of and demand for grants under the APW program was

still fresh in the minds of Congress and the mandate stated in the legislation

reads as follows:

(the agency's mission) is to provide grants for public
works and development facilities, other financial
assistance and the planning and coordination needed to

alleviate conditions of substantial and persistent
unemployment and underemployment in economically
distressed areas and regions.
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Implicit in this mandate is a preference for the emphasis of public

works projects, but the priorities are unstated and left to the discretion

of the administrators. The only indication the EDA got in terms of the level

of effort expected by Congress was the size of the yearly funding level.

Initially Congress authorized $500 million for four years, but the level of

funding varied. Total funding from 1966-75 was $2.4 billion. Spending was

divided with 74 percent to public works grants and loans, 17 percent business

91
loans, 5 percent technical assistance and 4 percent planning and research.

The mere existance of the EDA and its use of public works projects as an

economic development tool to certain depressed areas of the country indicates

cognizance on the part of the federal government that there is uneven develop-

ment in the U.S., and that the normal budgetary expenditures on the public

facilities construction is not equitably distributed. The total federal state

and local public construction budget in 1975 was $19.5 billion, 28 percent of

total construction put in place. Of this, about half is funded by the federal

government either through direct construction or grants to states and locali-

ties. Even a conservative estimate shows that the normal allocations are 20

92
times larger than annual appropriations for EDA's economic development efforts.

At the outset it must be mentioned that evaluation of the impact of

EDA-run economic development programs on the national economy is not a fruit-

ful endeavor. Even with $500 million in annual appropriations it would be

difficult to isolate a noticeable impact on our $1.5 trillion dollar economy.

This is not to say that the impact in certain localities has not been substantial.

I

91
Levitan, Too Little ..., op . cit . , p. 19.

92
Statistical Abstract of the United States, 1976, Table 1245.



-43-

EDA has several program cools at its disposal: business loans, techni-

cal assistance, and public facilities construction. Attention here is

directed to the latter. In addition, in a following section there is a

brief discussion of EDA experiences in administering the PWIP program, a

countercyclical employment program initiated in 1971.

Although EDA retained the three major program tools developed by the

ARA, it altered the emphasis in programs as well as the eligibility rules.

Public works was given a greater role and the county unit yielded to a

larger multicounty area having a "growth center" where business activity

could be stimulated. Rural areas remain top priority, but the new legislation

93
allowed for aid to depressed urban areas with a population greater than 250,000.

Selection of areas still was based primarily on the employment situation al-

though there were additional provisions for medium family income levels.

93
The Special Impact Program (SIP) has some characteristics in common with
certain portions of the EDA programs. It was initiated under Title I

of the Economic Opportunity Act (1965) to create federally subsidized
projects in depressed inner city and rural areas. Some of the pro-
jects were initiated within the EDA, as well as through the FHA, GEO
and the DDL. The program never had publir facilities construction
as either a major or minor goal and as such is not discussed in detail
in this paper. However, several highlights of the program are worthy
of attention and the interested reader can refer to the citations at the
end of this footnote for elaboration.

The sip's vehicle for economic development is the Community Develop-
ment Corporation (CDC); as of 1976 there were 16 urban and 14 rural CDCs
still operating under funding and administration of the Community Services
Administration (CSA) . The total level of funding is about $50 million
divided 60-40% in favor of urban centers. The basic format is that the
CDCs are provided equity (not loan) grants to begin businesses in the
designated areas. The evaluations conducted report a mixed success rate
with approximately 20 percent failures, 30 percent profitable and the
remainder just at the border line. With careful coordination and sufficient
resources it appears that the CDCs can succeed in establishing a profit-
making enterprise within the inner city or rural depressed area. For
further information see: Geoffrey Faux, CDCs: New Hope For the Inner
Cities , Twentieth Century Fund, New York, 1971, and Abt Associates, Inc.
An Evaluation of the Special Impact Program, Vols. 1, II, III, IV,

Cambridge, Mass, 1973. Also Harvey Corn, et. al
.

, Community Development
Corporations , Washington, Urban Institute, 1976.
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Indian reservations received special treatment.

The Act established broad goals for EDA but did not establish prior-

ities. EDA chose, at least in its early years, never to set agency-wide

priorities, but rather to evaluate each individual project in terms of the

94 95
area's needs. The need for specific policies soon became apparent

and in December 1966 the Assistant Secretary announced a policy of "worst

first." The return and expected benefits are, of course, fewer under this

policy and the EDA administrators seemed to take this seriously until

objections from the business development staff emerged. They demanded that

investments at least break even. The policy changed tacitly in 1968, when

the "worst" areas were still funded but with a smaller proportion of the

96
total than in the previous two years. In 1973 President Nixon tried to

eliminate EDA altogether and transfer its finds to the Community Devleopment

Revenue Sharing Program. The logic behind this transfer was that the com-

munities knew not only what was needed, but also how to plan and carry it

through - logic virtually identical to that behind the passage of CETA in

the same year. Congress rejected this initiative as they felt that the

redistributional aims of EDA were important and unmet by the formulae for

97
distribution of Community Development Revenue Sharing funds. Further,

there was no guarantee that localities would "target" the money as the

legislation intended.

94
EDA, The EDA Experience in the Evolution of Policy , A Brief History, 1965-73,
U.S. Department of Commerce, EDA, Washington, D.C., 1974, p. 13.

95
After the first year review it was found that 110 of 364 projects funded
were ineligible. Thus specific priorities had to be established.

96
The previously cited volume on the evolution of policy within EDA gives
excellent insights into the problems and processes of EDA over the years.
Elections bring changes both in definitions of economic development and
priorities.

97
Funding levels were, however, reduced.



A5-

The standard development approach of the EDA was to focus on facilities

which directly created jobs, but in 1969 this changed to include more un-

conventional projects such as day-care centers, parking garages, theatres

98
and the like. The shift in project emphasis reflects a change in per-

spective on economic development; things which made the community a better

place to live and possibly attracted tourists were now acceptable.

The OEDPs remain a mainstay of EDA development efforts. The EDA,

since 1965, can provide funds to local areas to hire professional planners

to draw up an OEDP. In many areas and states this document is the only

economic plan available. In Massachusetts, for example, the CETA staff is

making attempts to combine CETA planning with the OEDP — clearly a step

99
in the right direction as CETA is an economic development tool.

Given its broad, sometimes loosely-interpreted goals and its frequently

changing administration, what can be said about EDA's accomplishments over

the years?

After years of running ARA and EDA like a pick-up baseball game, the

administrators decided to evaluate their programs. What immediately comes

to mind is the problem of comparing a multi million dollar project in Oakland

with a 10 foot bridge in Downhome, Alabama. This simply cannot be done and

the administrators wisely chose to formulate a methodology whereby the projects

could be evaluated on a case-by-case basis, developing certain measures

that could be compared across projects. From the outset, EDA was aware that

98
Milkman et . al., op. cit..

99
Thomas A. Barocci, "Planning and Economic Development Under CETA," Adherent

,

Vol. 2, No. 2, 1976.

100
EDA Developing Methodologies For Evaluating the Impact of EDA Programs

,

EDA, U.S. Department of Commerce, Washington, D.C., 1972.
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their program were aimed at only one aspect of economic development: the im-

provement of the infrastructure of the area. They had long since been out

of the labor training business and they had little to do with natural re-

sources, technology or the cultural characteristics of the area. Even with

the most sophisticated tools for evaluation, the real answer to whether EDA

aided the development or slowed the decline of certain areas will remain ob-

scured for a long time to come. A sewer system has a life of at least 40

years and a new hospital, city hall or industrial park endures long after

yearly Congressional appropriations. Partially because of the impossibility

of defining the process of economic change and partially as a response to

public and Congressional demands to "prove their worth," EDA evaluations have

centered on computing impact measures of the projects funded (how many jobs

created for what price and so on). Very little has been done to evaluate the

process of aiding depressed or declining areas to obtain the maximum in equity

and/or efficiency. In order to accomplish this, a case study approach is

the best method, although it is the most difficult to execute. EDA has in

fact funded or directly conducted a number of case studies, but as indicated

above, the outcomes are measured in terms of dollar and jobs impact, not in

^ ^ J, -, - . r 101
the context of the development itself.

The direct impact measures of EDA public works programs has been well

102
summarized by Levitan, and the highlights follow. He points out admin-

istrative problems which have accounted for delays in getting projects underway.

101
For example, see EDA, Public Works Program: An Evaluation, Vols. I and II,

U.S. Department of Commerce, EDA Washington, D.C., 1970.

102
Levitan, Too Little ..., op. cit . , especially Chapter 6.
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Thc blame is shared by locals who have failed to get bond issues funded

promptly or to obtain necessary user commitments and the very careful (and

therefore slow) process of EDA approval itself. Even after approval, the

data show that it takes nearly 10 months to activate the project and another

73, on the average, to complete it.

Over the decade 1966-75, EDA's projects have continued to favor the

building of industrial and commercial facilities with indirect job creation

being the major goal. A summary of the projects is show in the following

table.

Table II. 1

Economic Development Administration Public Works Projects, 1966 to 1975

Type of Project

Total

General industrial/commercial development
facilities

Industrial park, site development
Recreation and tourism
Educational facilities
Port and harbor facilities
Airport facilities
Health facilities
Other public facilities

Sources: U.S. Department of Commerce, 1975 Annual Report, Economic De-

velopment Administration (Washington: Government Printing Office, 1975),

in press.

One severe problem is that there is a low rate of utilization

of industrial parks created under EDA programs. For non-Indian programs the

utilization rate was 50 percent in 1974 and for Indiari projects only 16



104
percent. Isolation, especially for the Indian projects, may be the de-

termining factor, but this clearly suggests that careful medium and long

run planning was not carried through. Building a useless industrial park

is no worse than digging a hole and filling it later. The direct on-site

jobs look impressive but the contribution to economic development is little

105
if anything.

Levitan also makes an excellent point regarding EDA's investment in

tourism projects. Not only are these projects very capital intensive, but

the benefits from them usually innure to a small number of people in an

area. The jobs provided in this industry are both seasonal and low paying.

As such there is serious question about public funding of this type of

project. The assessment of EDA's urban projects gets mixed reaction due

to the enormous allocations that have been made for several of them. They

are worthwhile, but they simply cannot be undertaken with the limited fund-

ing allocations of the EDA. The Indian projects represent a major in-

vestment of EDA's time and funding. The results are mixed, but a firm

commitment to aid the most impoverished of minority groups continues.

104
Ibid, p. 107.

In fact digging a hole and filling it might even be more cost effective since
the entire bill would go to wages (with a little for shovels) and would have
a more immediate stimulative impact on the area. Wage payments move through
the economy faster than do material purchases. See Michael K. Evans, op. cit .

-1 rifi

For a more detailed discussion of this issue see Bennett Harrison, The
Economic Development of Massachusetts Economy. A report to the Massachusetts
Senate Commerce and Labor Committee, 1974.

For an interesting and informative assessment of the largest EDA urban project
see Jeffrey Pressman and Aaron Wildavsky, Implementation: How Great Expect -

ations in Washington are Dashed in Oakland , Berkeley, University of
California Press, 1973.
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During 1966-74, the EDA paid for approximately 60 percent of total

costs of public works projects, with the other 40 percent supplemented by

other federal agencies and the localities. For capital investments on

industrial and commerical projects the EDA's share was less than five

percent. Levitan hints, and I agree, that this small proportion may not

have been the determining factor in the private business making an investment but

rather was simply a windfall. This issue is extremely important because the

EDA funds are very limited and should be targeted to where they are more

108
likely to "make the difference."

The indirect jobs associated with public works projects often tend to

be low skill and low wage, rarely lifting people above the poverty level.

Indeed, the reason for the development in the first place was often the

existence of a low-wage surplus labor force. On a more positive note,

data collected on a sample of projects showed that 90 percent of the jobs

109
went to area residents. These findings are in sharp contrast to work-

force characteristics of participants in PWIP which is discussed in the

following section of this paper.

As assessment of the long-term benefits of EDA projects is not available.

The problems of following an area and the impact of a specific project on

that area over an extended period of time are formidable. However, it is

worthwhile to carefully construct a longitudinal sample similar to the

ongoing project at Ohio State University involving different labor force

cohorts. EDA has two longitudinal evaluations underway and should be encouraged

108,,. ^ . . . ^ .With respect to state tax incentives as an economic development policy, a

similar criticism is m.-a by Bennett Harrison and Sandra Kanter, "The
Political Economy of S'^te Job Creation Business Incentives," in G.

Stornlieb, editor, The Declining Northeast , Rutgers University (forthcoming).

109
Boise Cascade Center for Community Development, An Evaluation of EDA Publi c

Works Projects , Vol. 1, p. 136 ff.



to continue them. Before summarizing the experience of the EDA's economic

development efforts, the agency's experience and success in administering

the Public Works Impact Program of 1971 will be discussed.

THE PUBLIC WORKS IMPACT PROGRAM

In response to the recession in the 1970-71 Congress allocated additional

funds for EDA to implement a countercyclical emplo3Tnent program along with the

"regular" economic development public works projects. The funding for the

Public Works Impact Program (PWIP) was limited to more than 25 but less than

35 percent of the total appropriated for public works projects in the economic

development areas. Over its life span of three fiscal years, the PWIP program

had total expenditures of $129 million, the smallest appropriations of any

countercyclical program in U.S. history. No matter how small the allocations,

EDA had to go through with the full effort of establishing criteria for

selection and approval. The experience gleaned under the APW helped a great

deal, but as we shall see, EDA did not appear to have learned from the prob-

lems encountered by the ARA during the APW program period.

The PWIP program had a single objective: the creation of employment

opportunities for under/unemployed residents of designated areas. The long-

term development requirements which were present in the APW program were

dropped, as was the "pump priming" goal of the APW and the programs of the

Centaur Management Consultants, Inc., Re-Evaluation of the Impacts of
Fifty Public Works Projects and EDA, An Updated Evaluation of EDA Funded
Industrial Parks, 1968-74,

^^^Not



-51-

112
1930's. In addition, the EDA was to become the only federal agency in-

volved in the administration of the program.

All of the areas eligible for EDA long-term assistance were able to

apply for PWIP grants. Also able to apply were areas which were experienc-

ing either substantial unemployment (8.5 percent), areas which had more than

50 percent of families below the OEO poverty line, areas which were experienc-

substantial outmigration, and/or areas which were experiencing or were

threatened with an abrupt rise in unemployment. The "substantial unemploy-

ment" criteria was the most important: over 70 percent of the projects went

to areas with unemployment rates above 8.5 percent.

Like the APW, the PWIP program was targeted to areas, and was disignated

to employ area residents to the maximum extent possible. Further, there were

no provisions in the PWIP legislation that would disqualify a project that

was not an addition to the funds which would be spent in the area on public

works. There was no "maintenance of effort" provision. Wages on PWIP were

to be "prevailing" as in the APW projects, and projects could be done either

through contract bids or force accounts.

As a response to the lack of reliable detailed information on the previous

programs operated within the Department of Commerce, EDA conducted a compre-

113
hensive evaluation of the PWIP program. The evaluation was in-house,

using a sample of 226 projects completed during the program's first two

years. Curiously, EDA made no attempt in the evaluation to assess the

112
The easing of coordination with the OEPD was, according to Congressional
testimony, done so that the projects could get into operation faster.
Further, "pump priming" would have been rather bold for the Congress to

list as a goal with only $50 million in appropriations for the first year.
The Nixon Administration has previously vetoed a bill calling for a $2

billion program.

113
Economic Development Administration, An Evaluation of the Public Works Impact
Program , 1975.



long-term benefits, if any, of the PWIP projects, nor to assess their net-

costs, or estimates of indirect and induced employment, or income generated

by program expenditures. The latter shortcomings are easy to understand

as these are complicated and time consuming, but the fact that they did not

access the economic development impact is somewhat ironic, given the mission

114
of the agency. Nevertheless, the evaluation conducted provides previously

unavailable data on countercyclical emplojnnent programs.

Once again, the time which elapsed between Congressional reaction to a

cyclical downturn and the implementation of a program was too long for the

program to aid employment at the depth of the recession. Further, the evalua-

tion points out that PWIP was "proseasonal" (it) was half a year too late to

counteract the short-term rise in area unemployment that peaked in January

1973." ^ -' As in the APW program, the full impact was a bit too late. Further,

the evaluation found that there were at least 6 months between application

receipt and start-up of the project. This delay could be eliminated by the

maintenance of a back-log of approved projects within the EDA organization.

PWIP had no maximum limit on federal share of project costs, although it

had a goal of 50 percent with supplementary funding up to 100 percent. Over-

all, EDA paid for 70 percent of the total costs of the projects; the average

total cost was $334,000 and EDA's share was $234,000.

In assessing PWIP's ability to employ residents of underemployed project

areas, the EDA evaluators found a rather distressing fact -- only 22 percent

114
The net program cost calculations are also detailed and expensive, and the
first attempt to do this is discussed in connection with the Title X program,

"^"^^Ibid, p. 27.
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of the jobs in sampled projects went to target workers. Further, they found

that the non- Indian projects were only contributing an average of 21 percent

of total costs to wages. Only 3 of the 202 non-Indian projects had wage

payments exceeding 50 percent of the total costs. Further, 48 percent of the

man-months of employment went to skilled workers and 42 percent to unskilled.

Almost two-thirds of the skilled positions went to non-residents of the area,

and on the average, non-residents were paid more than the residents. As

the evaluators examined the actual program data further, they found few ac-

complishments in accordance with the mission of the program. Estimated man-

months of employment to be generated by the projects turned out to be over

100 percent too high, while the estimates of the number of jobs turned out

to be almost 100 percent too low. The discrepancy in the latter category

is explained by the fact that the average duration of the job was slightly

more than one man-month. Also, EDA and the project applicants estimated that

73 percent of the jobs would go to target group workers; as mentioned before

the final number was 22 percent. The funding level of the program was too

small to affect the unemployment rate of the areas.

Perhaps one of the most interesting findings of the PWIP evaluation was

the wide discrepancy between the employees and jobs on the force accounts

118
versus those that were contracted under bid. On the force account projects,

the target group accounted for 59 percent of the employment, while only 22

"^^Ibid, p. 272,

"•^^Ibid, p. 273

118
Note that a force account does not mean that all jobs are done with the

governmental unit's labor force and employment; some of the specialized
work can be subcontracted.



percent employed on the bid projects were previously underemployed. Labor

intensity on force accounts was 33 percent versus 18 on bid and the cost

per man-month of employment was substantially higher on bid accounts

($4559 vs. $2539). Overall force accounts were more labor intensive, more

cost effective and they came closer to meeting the mandate of a counter-

cyclical employment program. A special evaluation of PWIP Indian projects

was undertaken where it was found that over 80 percent of the jobs and 90

percent of the man-months of employment went to residents of the area; two-

thirds of those who received jobs were previously un/underemployed.

In sum, the PWIP program started too late, suffered delays in pro-

cessing of applications and did not aid in significantly easing easing the

employment situation in designated areas, as the projects appeared to move

into the regular stream of construction activities In the area. Force

accounts, however, did better in meeting the goals than did the bid con-

tracts. The EDA evaluators made a series of excellent recommendations on

future programs of this type and the extent to which these were incorporated

119
into the Title X and the LPW program is discussed later in this paper.

In short, the framers of this legislation and the regulations for imple-

mentation did not appear to have learned from the experiences under APW,

Either that, or they were purposely attempting to operate the program with

the employment and materials purchases designed to benefit the "regular"

construction labor force and contractors. In any countercyclical impact was

gained, it was in only a few locations and was very short lived.

It should be added here that during the spring of 1971 when Congress

was debating the future of EDA, they included a $2 billion dollar appropriation

The series of recommendations are in Ibid, pp. 284-297.
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for a countercyclical public works program, in addition to continued funding

of EDA's regular proj;rani. This bill was passed and then vetoed by President

Nixon. The President gave his reasons in a message to the Senate which stated

that the lead time was too long and that the jobs would not go to those groups

with the highest unemployment. He was absolutely right as even the much

smaller PWIP appropriations which came later were too late, too small and in-

correctly targeted. However, the question of project selection and enforce-

ment of guidelines for those hired on the projects reflects administrative in-

adequacy rather than basic program weakness.

SUMMARY

Throughout the previous discussion comments have been made on the

efficiency of the programs implemented under the ARA and EDA. There is no

reason to repeat them here. However, a few more general comments seem in

order.

The economic development efforts of the agencies have achieved mixed

results. On a positive note, some of the special area efforts have halted

or at least slowed economic decline. Thousands of jobs have been created

and many still utilized facilities have been built. At a very minimum economic

development plans have brought together previously unconnected interest groups

within communities to discuss their goals and priorities. At a maximum, the

plans will aid in furthering smooth and coordinated economic change in the

future.

In recent years, the EDA has taken a more serious and concerted approach

to evaluation of its projects and processes. From thet^e evaluations have

come series of constructive and critical comments about what it did and did

not do. It would be unrealistic to think that each and every recommendation

would be immediately implemented as policy, given that the agency has changed
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leadership so often and that its mandate changed with Administrative and,

sometimes, Congressional whim. For Endeavors in any area so heavily dis-

cussed and so little understood as economic development, it would be unwise

to think in terms of drastic quantum leaps. But it is realistic to view

activities as making incremental changes in the areas served.

Finally, the fact that long-term benefits are really the cornerstone

of economic development efforts reinforces the notion that we cannot expect

to see impact assessments beyond criticism. The goal of EDA is long-run

results and the demands put upon the agency are short-run. The time frame

for impact results is relevant for EDA's countercyclical efforts, but not

for its economic development mission .

The EDA experience with countercyclical job creation is an entirely

different story and must be judged with stricter criteria and in a shorter

time frame. In the use of countercyclical public works projects, the long

term economic development benefits are a desirable (albeit peripheral) goal.

The overall assessment of the large APW program is that it appears to be,

on balance, reasonable. Funding was too late to meet the needs at the depth

of the recession, but it did appear to go to useful projects. The selection

criteria came down, in the final analysis, to a "fair share for all". Little

attention was paid to the relative needs of one area versus another. We

unfortunately do not have enough information on the socio-demographic groups

served under the program, and therefore cannot assess whether its impact

was felt by the groups that needed it the most. We do know that the

force account projects under both APW and PWIP had a more favorable labor/capi-

tal ratio than the bid contracts, and this is a valuable lesson for the

future.
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The results of the PWIP program were somewhat disappointing. Although

small in size and not expected to have influence on the national economic

situation, the program did not really reach those in need. Only about 20

percent of the persons hired were either un/underemployed prior to program

hiring. Further, the allocation formulae failed to direct the limited

money to the areas that, according to unemployment criteria, needed it the

most.

We still lack comprehensive evaluation of the EDA efforts. The follow-

ing section presents some of the highlights of the study done to determine

the impacts and costs of the Title X program administered under EDA. This

evaluation, done by Abt Associates, Inc., is the most comprehensive to date

on any of the public works programs. However, it is not the last word, as

certain issues are not addressed due to lack of time and resources. We do

hope that the weaknesses in the Title X evaluation will be corrected when

assessing the impact of the more recently implemented Local Public Works

Program.
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III. CURRENT ISSUES AND THE JOB OPPORTUNITIES PROGRAM (TITLE X)

INTRODUCTION

In mid- 1973, Congressional and White House policy-makers maintained a some-

what complacent attitude toward the national economic situation. Inflation was

considered the number one problem and very few could foresee the severity of the

coming recession. During the 1974 the perceived full recovery from the 1970-71

recession began to falter and the unemployment rate rose dramatically. Congress

was watching and in consort with the deficit-conscious White House, they managed,

by the end of the year, to pass the Emergency Jobs and Unemployment Assistance

Act of 1974.1"^^ One section of that legislation is called the Job Opportunities

Program or Title X of the Public Works and Economic Development Act of 1965 (here-

after referred to as Title X). Most of this chapter addresses the implementation
121

and evaluation of this legislation.

Before turning to a discussion of the general findings of the Abt study, it

would be appropriate to discuss the legislation with brief reference to its

"sister" legislation, Title VI of CETA. In addition, a series of questions related

to countercyclical employment programs in general and Title X in particular are

discussed.

The Emergency Jobs and Unemployment Assistance Act of 1974 has three different

provisions directed toward the amelioration of recessionary employment problems.

120
PL 93-567.

121
The information reported from the evaluation of the Title X program is based
entirely on preliminary analysis and should not be cited or quoted. I would
especially like to thank several pt^rsons with whom I worked on the evaluation
of Llii' |)roj',r.un. Dr. Kohcrt Icrnll, the projccl dir<Ml()r, was bolli iinliriup,

and unyielding in his direction of the project. The demands he made were at
least doubled by his own efforts. His assistant Jon Silberman also provided
valuable aid in the final stretches and Professor Bennett Harrison, my co-con-
sultant to Abt, was indispensible, as was our magic programmer, John Mount.
As they are all both friends and colleagues, I offer them special thanks. The
full report upon which my data are based will be released in June, 1977 and is
yet untitled. Finally, the opinions expressed herein are mine and do not

necessarily reflect those of Abt Associates or the EDA.
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An extension of federally financed unemployment insurance payments is the first

part. This provision allows for extension of U.I. benefits for as long as 65 weeks,

to be paid for entirely out of the federal treasury. The second provision estab-

lished Title VI of the Comprehensive Employment and Training Act of 1973 (CETA-VI)

which allocated money to the network of prime sponsors (PS) already in place to

allow them to hire unemployed persons on public payrolls. Administration of the

legislation was turned over to the local PSs with the Department of Labor acting

122
as watchdog. CETA-VI contained a "maintenance of effort" section which stated

that the money allocated under this title to finance public service employment (PSE)

positions could not be utilized to pay the wages of "regular" public employees. It

was believed that would prevent the use of PSE money as a simple addition to the

123
package of the revenue sharing money directed toward states and localities.

According to DOL regulations, allocation of the PSE money was based primarily on

area unemployment rates. The regulations also called for expenditure of 90 percent

124
of the money on wages and the remaining 10 percent on administrative expenses.

122
A watchdog with one tooth may be a more appropriate description in that the only
sanction at DOL's disposal was to withdraw funds if they were not spent in time.

123
This provision was later "relaxed" as the dire fiscal position of some of the
states and cities came to the attention of the DOL officials and Congress.
In fact, in subsequent funding of Title VI this provision was officially deleted
altogether.

124
This provision precluded purchase or rental of materials and equipment for PSE
employees. In some instances the locality contributed the needed money and in
others existing materials were used or the jobs were almost"pure service." How-
ever, the CETA regulations allowed for the transfer of money allocated under one
title to another. If this were done the regulations of the Title under which
the person was hired were applied. For example, if the CETA-VI money were trans-
ferred to Title I and persons hired were put into "work experience" positions,
the PS could then spend 20 percent of the total for materials and equipment.
Some PS's did, in fact, take this route.



The third major provision of the legislation is called the Job Opportun-

ities Program, added to the Public Works and Economic Development Act of 1965 as

124
Title X. The Economic Development Administration was charged with the respon-

sibility for administration and evaluation of this effort. The expressed purpose

of Title X is to:

"provide emergency financial assistance to

stimulate, maintain or expand job creating
activities in areas, both urban and rural,
which are suffering from unusually high
levels of unemployment."

Under Title X approximately $500 million was appropriated for EDA to

support projects engaged in:

such activities as rehabilitation of buildings,
street paving and repairs, painting, park de-
velopments, environmental improvements and other
community improvement projects. 127

The $500 million allocation occurred in two phases: $125 million in early 1975

and the remaining $375 million later in the year. The first round was distribu-

ted in June of 1975 and the second round in November-December 1975. The avail-

ability of this countercyclical pot of funds caused an incredible reaction from

governmental units all across the country. Existing federal agencies acted either

125
Also section 301 of PL 93-567.

1 oz:

Title X of the Public Works and Economic Development Act, as Amended,
Section 1001.

127
"Requirements for Title X Assistance to EDA Programs," Subpart B, 313.24,
Federal Register , Vol. 40, No. 118, 25672 (June 18, 1975).

I
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as sorting or transfer agencies for the project applications. Some agencies

simply forwarded all applications submitted to the EDA, while others screened

1 28
the host and sent only these. EDA eventually received over 18,000 project

, 129
proposals

.

Priority in the EDA selection process was given to areas of the country:

(1) designated by the Secretary of Labor as having an unemployment rate over

6.5 percent for three consecutive months, and/or (2) indicated as an area of

substantial unemployment for administrative purposes under CETA, or (3) which

had been receiving funds under other EDA programs. As a countercyclical program

the Title X funds were not intended to be distributed equally among every state

or region of the country as the framers of the legislation recognized that the

130
employment problems cuased by the recession were not spread evenly. Distribu-

tion of funds among areas of the country has become one of the most controversial

aspects of the Title X program (and the later authorized Local Public Works

Program) . It should be mentioned that there is a definite need for research into

allocation formulae for public works funding that is both economically sound and

politically acceptable. The present formula appears to fulfill neither of these needs,

1 2ft
For example, Nathan Maryn indicated in a November 1975 telephone conversation
that the regional offices of the EDA received over 15,000 applications, only

491 of which were sent on to Washington for possible final approval. A similar
ratio applied to the Community Services Administration.

129
"Summary of Title X proposals," EDA, U.S. Department of Commerce
(unpublished), March 7, 1976.

130
For one empirical validation of this see Edward Gramlich, "The Distributional
Effects of Higher Unemployment," Brookings Papers on Economic Activity , Vol. 2,

1974 or Andrew Sum and Thomas P. Rush, "The Geographic Structures of Unemploy-
ment Rates," Monthly Labor Review, March 19 75.
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Once an area was designated as eligible for assistance, funding was to be

given only to those programs or projects:

1. Which would contribute significantly to the reduction
of unemployment in the eligible area;

2. Which could be initiated or strengthened promptly;

3. Which could complete a substantial portion within 12

months after such a location is made;

4. Which are not inconsistent with locally approved
comprehensive plans for the jurisdiction affected,
where such plans exist; and

5. Which would be approved giving first priority to ,„.

programs and projects which are most labor intensive.

These priorities then became regulations which emphasized the area unemployment

rate, labor match and labor intensity. In addition, the regulations added three

non-statutory project selection factors: funds and manpower leverage, indirect

benefits and cost effectiveness.

After two rounds of applications and a cumbersome selection procedure, the

EDA chose approximately 2255 projects from the over 18,000 applications. The

projects funded in the two rounds represented a total outlay of about $758

million with the EDA share averaging about 65 percent of the total costs.

EDA, utilizing employment estimates on the applications, predicted that the

132
total Title X efforts would employ 10,000 persons at "prevailing" wages."

Almost two- thirds of the projects are in non-metropolitan areas.

131
Title X of the Public Works and Economic Development Act, as Amended,
Section 1003.

132
"Prevailing" wages are determined under the provisions of the Davis-
Bacon Act.
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Title X represented a departure from previously implemented public works

programs. Unlike the Accelerated Public Works Act and the Public Works Impact

Program (PWIP) Title X did not exclusively fund construction projects. According

to strict interpretation of the legislation, the EDA could have directed the

funds solely to construction, but this was precluded by legislated restrictions

on the amount of project funds which could go toward the purchase or rental of

materials and equipment. At least 50 percent of the money was to go to projects

that were at least 75 percent labor intensive. As it turned out, this restriction

brought about EDA funding of many projects that were closer in design to the PSE

programs run through CETA-VI . Congress also stipulated that the EDA give "first

priority" to projects which were labor intensive. Review of the heavy construction

projects funded under PWIP and APW showed that they were more of a stimulus to

133
the building materials markets than they were to the employment situation.

The EDA also "learned" from the PWIP in-house evaluation that without

careful controls they could not expect the project sponsors to put a high

priority on hiring unemployed workers from the project's area. The evaluation

revealed that only 22 percent of the jobs were filled by un/ underemployed

134
residents. EDA went only half-way on this issue. They would not consider

a project for funding unless the application stated that the sponsor would

require the hiring of previously unemployed workers. However, no enforcement

u • ^ 135
mechanism existed.

133
See Anthony Sulvetta and Norman Thompson, An Evaluation of the PWIP Program

,

EDA, U.S. Department of Commerce, 1975.

134
Ibid, p. 70

135
The PWIP projects had a "preference" stipulation for hiring unemployed
area residents. This EDA regulation went one step further, but, the sponsors
did, for the most part, adhere to their promises as the following text
indicates.
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1 o ^
Since such a large number of the Title X projects were "labor intensive",

it is worthwhile to discuss the expected (actual) outcomes of the PSE programs

operated by the U.S. Department of Labor's Prime Sponsors, as compared

with those of Title X. The CETA-VI program will be compared with Title X

throughout the report.

PUBLIC WORKS VERSUS PUBLIC SERVICE EMPLOYMENT

After World War II, public service employment programs were not utilized

for countercyclical objectives until the 1970' s. Most categorical programs

under the Manpower Development and Training Act (MDTA) of 1962 and the Economic

Opportunity Act (EOA) of 1964 addressed structural problems of the disadvantaged,

with principal stress upon training and employability improvement. Then, in 1971,

Congress passed the Emergency Employment Act to fund public service jobs as an

antirecessionary tool. Between FY '72 and FY '74 about $2.5 billion in PEP

funds were provided to program agents on the relative basis of unemployment

rates and the number of unemployed. When the Comprehensive Employment and

Training Act of 1973 introduced a more decentralized, decategorized approach

to program funding and planning. Title II of CETA took up the public service

employment initiative from PEP. The continuing rise in unemployment prompted

Congress to add a new Title VI to CETA under which subsidized PSE was expanded.

Both Titles II and VI allocate moneys according to formulae based upon unemploy-

ment, with Title II subject to greater restrictions. Under the two programs

public service employment has reached a level of about 310,000 jobs—almost

twice the level reached under PEP.

1 o^
Under Title X, a project is considered labor intensive if "at least 60 percent'
of the project funds are to be expended for direct labor costs." See "Job
Opportunities Program Interim Regulations." Parts 313.8 and 313.24, Federal
Register Vol. 40; No. 101. p. 22537 and No. 118, p. 25672.
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In general, public works and public service employment programs have

differed from one another in several important respects. Public works usually

utilize a project-funding approach, under which applications to implement

particular construction, rehabilitation or related projects are screened indiv-

dually and funded on a competitive basis. In contrast, most public service em-

ployment funds are allocated as non-competitive entitlement grants in order to

support a wide variety of jobs in qualified state or local governments.

Similarly, public works programs often reach the private sector directly

(particularly construction trades) via subcontract, whereas public service

employment does not. Naturally, the capital needs of public works programs

have tended to be greater than those for public service jobs, which have a higher
public works

proportion of funds going to wages and fringes. As a result, the cost per*job

tends to be higher. A further operational program distinction is that EDA's

public works programs have channeled a much higher proportion of funds into non-

metropolitan areas than has DOL. Related to this is the fact that DOL programs

tend to target employment opportunities on the disadvantaged, while public

works programs generally, do not. Finally, public works programs have many

other objectives, such as the creation or improvement of a physical asset which

will have long-term, possibly service producing impacts. Public service em-

ployment programs also have had service objectives, but the focus has been more

upon providing temporary employment more so than has public works.

The Title X program is unique for EDA and does not fit into either of the

general patterns described above. Like traditional public works programs, it

and
is project-based,« involves the private sector through subcontract. It has invest-

ed heavily in nonmetropolitan areas and has produced or improved physical assets

with some long-term value. Unlike most public works programs, its principal

objective is employment and, unlike any other EDA program, it has put a premium
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upon funding explicitly labor-intensive projects. Moreover, it is intended to

focus on the long-termed unemployed. In these respects, Title X is similar to

the public service employment programs of DOL.

Thus, in one sense Title X is a hybrid countercyclical employment program,

incorporating elements of a PSE type program with the administrative provisions

and construction and rehabilitation goals of previous public works programs.

This evaluation then offers an opportunity to solve some of the hotly-debated

issues of the efficacy of PSE versus public works as a fiscal tool. Also,

the efficiency of administering a program in the more centralized manner of EDA

can be compared to the legislativelly mandated decentralization of CETA.

What are the major questions to be answered? There are three categories

of major issues surrounding a program like Title X: Administrative structure,

direct benefits and indirect effects.

ADMINISTRATIVE ISSUES OF PUBLIC WORKS

The first and most politically volatile issue on the administrative side

involves the criteria utilized in selecting the areas eligible to receive

assistance under Title X and the method used to establish priority among

project applications within the designated areas. This question is extremely

difficult to solve on economic grounds alone. For example, is there really a

need to distinguish among areas which are depressed, declining or disproportion-

ately impacted by the recession? It is quite difficult to obtain a consensus

on the definitions of these three varying area designations. Clearly, research

is needed.

137
Some areas of the country may "fit" into all three categories. Should these
areas then get a "triple dip?" Also, we would want to exclude an area because'
it was "only" depressed and not disproportionately impacted by the recession?
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Further, once an area is designated, the selection of projects within that area

is problematic. On efficiency and strictly countercyclical grounds, the program

should target projects (thus jobs) which employ those out of work due to the

recession. On equity grounds, the target group may be quite different, for

example, those who are suffering long term "structural" unemployment.

Other administrative questions center on preferences for in-house or

outside evaluation, force account versus subcontracted projects, monitoring

procedures, lines of decision making authority and approval of the regulations.

Unfortunately, the Abt Associates study was not designed to address

these issues and they will be discussed only when the overall research

could elucidate the issues or could form a strategy of evaluation.

DIRECT BENEFITS OF PUBLIC WORKS

The direct benefits of the Title X program are the easiest to assess.

For example, the size of the program, duration of the projects and employ-

ment, cost effectiveness in reference to persons employed and their prior

employment status are straightforward data collection issues. These numbers

can be estimated for the national sample, and, in some instances, can be

accurately specified for smaller areas. Other interesting questions are the

wage rates paid, patterns of employment among different types of projects,

and the socio-demographic characteristics of persons under Title X. Estimates

can also be made of the program's impact on the overall employment situation

in the project areas. The Abt study includes an assessment of each of these

questions

.

INDIRECT BENEFITS OF PUBLIC WORKS

The most interesting and difficult questions involve "indirect benefits" (and

costs) of fiscal policies and programs. Congressional debate never centered
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on these issues but rather on timing, wages, direct employment creation and

the like. In addition to direct on-site positions there are a certain number

of indirect jobs created in the industries which supply materials and equipment

to the project as well as an induced employment Impact. These are most commonly

1 OQ
referred to as type I and II multipliers. There are various methods whereby

evaluators can estimate both the indirect and induced impacts of a program

139
like Title X, but precise measurement is extremely difficult. Abt has made

a first order measurement of the indirect jobs by asking a selected number of

projects to identify the industries from whom they purchased materials and

equipment. This is supplemented with published information on indirect jobs

140
created. There is a clear need for further research on these issues.

Induced jobs, at present, can only be crudely estimated from existing econometric

or input-output simulations. Further, there is a need to know if the indirect and

induced effects differ by region, type of project or overall program. No

government data now exist with which to study such interregional differences

in program impact.

1 38
The secondary or multiplier impacts rise, diminish and eventually die
over time. The analogy of a stone being thrown into a pond is useful.
The stone creates a big splash and ripples, which fade away with time

and with distance from the impact. For a discussion of the different
types of multipliers see William Miernyk, Elements of Input-Output Analysis

;

N.Y., Random House, 1965, especially chapter 3.

139
The basic methods are through econometric analysis, input-output analysis
and base theory modeling.

140
One source used is the Factbook For Estimating Manpower Need of Federal
Programs , BLS Bulletin 1832, U.S. Department of Labor, BLS , 1975.
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Tbe second major question in this category relates to the inflationary

impact of the program. From the previous work done it is quite clear that a

program of the size of Title X is too small to create any significant national

bottlenecks, but whether or not local supply or demand pressures are created

is a more difficult question to answer.

The timing of expenditures is important for both economic development

and countercyclical programs, although more crucial to the success of the latter,

especially when considered in consort with the inflationary question. If

countercj'clical program expenditures reach the market when the economy has

bottom of the
passed the, recession, the chances of generating inflationary pressures are

greater. Ideally, most of the expenditures should occur at the trough. The

APW and PWIP programs failed to meet this objective because the legislation

came too late and administrative procedures were too slow.

Another important dimension of the timing question relates to industries

which benefit (especially materials suppliers or the construction industry

itself) . This issue also correlates with the type of projects funded under

the program. These questions remain unanswered although a follow-up to the

previously cited Rand study estimates the varying impacts on both different

142
regions and types of projects.

A more specific series of indirect benefits (costs) relates to the programs'

in5)act on the construction industry itself. The questions of impact on the labor

141
A Rand study concluded that a $2 billion expenditure was too small to

create bottlenecks in the construction industry materials sector and,
therefore, would be unlikely to have an inflationary impact. See Roger
Vaughan, Public Works as a Countercyclical Device: A Review of the Issues ,

A Report to the EDA, Santa Monica, California, Rand Corporation, 1976.

142
George Vernez et. al.. Regional Cycles and Employment Effects of Public
Works Investments , Report to the EDA, Santa Monica, California, The Rand
Corporation, 1977.
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force and capacity utilization cannot be answered with the same precision

as the more macro questions of overall economic impact. Regional or local

use to
case studies may be the appropriate mprhod to* address these issues. Case studies

may also be the best method to determine whether or not public works projects

"interfere" with local capital markets and whether the constructed or rehabilitated

edifice was really necessary or simply "nice to have."

The "real" public costs of the program is important. Clearly, the gross

outlays by both the federal government and the local contributors are not repre-

sentative of the real costs. If those hired are collecting some sort of trans-

fer payments, the jobs under the program will result in at least a partial cessatic

of payments and, thus, a "saving" to various levels of government. Further,

increased taxable income for persons employed will mean a net increase in the

amount of taxes collected. A following section includes a detailed estimate of

the net cost of the program, the first study of this type ever undertaken.

There are many interesting questions concerning the direct and indirect

costs and benefits of a public works program. As far as valid methodology,

time, and funding would allow, the Abt study specifically addresses the series

of issues cited above.

Title X represented the largest single year allocation of countercyclical

143public works money since the Great Depression. As such, the results of the

admittedly limited, but ground breaking Abt study should offer new and valuable

insights into planning and implementation of future programs.

EVALUATION OF TITLE X: PRELIMINARY RESULTS :

First, an overview of funding and project types is presented. The second

143
The funding of the local Public Works Program of 1976 is even larger, possibly
as high as $6 billion.

u
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subsection presents straightforward discussion of the personal character-

istics of the participants in the Title X program, including their occupations,

earnings and employment experience prior to participation. The third and

fourth subsections address the aggregate employment generation and the very

important issue of the net (adjusted) costs of the program respectively.

All of the data presented are based on 1969 interviews of participants in 195

different projects conducted by the Abt field staff over the fall and early

winter of 1976-77. The sample is representative of the universe of Title X

participants and, unless otherwise specified, the conclusions reached are valid

144
for the entire program.

Title X Funding and Project Types

Table III.l offers an overview of the funding levels, project types and

funding contributions for the entire universe of Title X projects. Several

points are worthy of highlight. First, the "traditional" EDA public and civil

works programs only account for about 16 percent of the funded projects, while

the atypical service and training projects are 23 percent of the total.

Further, the funds were distributed to more projects with smaller overall

funding levels than anticipated. Almost 60 percent of the total funds went

to projects costing less than $200,000; the mean project costs is about one-

third of a million dollars.

Contributions to the overall funding from outside of the federal

government is 15.6 percent from the states and localities and an additional

2.6 percent from private sources, mostly foundations and often in kind.

Title X, through EDA, paid for approximately two- thirds of the total bill.

144
A complete discussion of the methodology is contained in the Abt report,
op. cit.
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la

Table III-l

Distribution of Title X Projects by Type

Project Type Number Percent

Public Works Construction

Civil Works Construction

Forestry, Recreation

Rehabilitation, Repair

Service

Training

Other

192

170

637

708

427

86

35

8.5%

7.5

28.2

31.4

18.9

3.8

1.6

TOTAL 2255 100.07,

lb Distribution of Title X Projects by Total Approved Funds
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Employee Characteristics

The regulations for Title X encourage employers to give preferential

consideration to hiring those who " have exhausted their unemployment ben-

efits, are not eligible for U.I. or... have been unemployed for 15 weeks or

more." This preference is not unlike CETA's; therefore, CETA employee and

job data will be used as points of comparison.

The personal characteristics data show that employers under Title X

made a serious effort to reach those who were most in need of help.

145
Table III. 2 shows a percentage distribution of Title X employees positioned

with characteristics of the civilian and unemployed labor force.

Table III.

2

Characteristics of Title X Employees

145.

Employee
Characteristics
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The most striking figures above show the high proportion of non-whites

. . . . ^. , „ 146 However, females are under-
and young persons participating m Title X.

represented in the total hiring, probably due to the high percentage of con-

struction and outdoor work projects. Almost one-third of the participants

were under 25 years old; an overrepresentation of that group's share of the

labor force and a slight underrepresentation of their share of the unemployed.

Clearly, Title X employers held to their promise to hire from these cohorts

suffering the most unemployment.

The targeting to those most in need is also illustrated by examining

the gross 1976 family income of the participants. Almost 30 percent estimat-

ed their family income to be under $4000 and 60 percent estimated under $6000.

Although the numbers can be viewed with some skepticism because the participants

reported their own family's income in $2000 categories, the program did appear

to reach those most in need of income and work. This is very important be-

cause a program which is designed as a countercyclical effort and which focusses

on the lower income groups fulfills both fiscal efficiency and distributional

Table III.

3

Gross Family Income of Title X Employees, 1976

Income Range

$0 - 4,000

4,001 - 6,000

6.000 - 8,000

8.001 - 10,000

10,001 - 13,000

15,001 - 20,000

over 20,000

Percent
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147
equity needs. The reported gross family income of participants is shown

in Table III. 3 (see previous page).

Table III. 4 presents socio-demographic, labor force status and duration of

unemployment data for Title X participants positioned with similar information

148 149
for CETA adult and PSE programs. Keep in mind that the CETA program(s)

are more urban based and are aimed primarily at the more disadvantaged population,

although CETA-VI , PSE is an explicitly countercyclical program authorized under

the same legislation as Title X.

Several highlights must be noted. In terms of ethnic and income data

Title X more resembles the makeup of the regular CETA program than the PSE.

Total family income for Title X workers is lower than that for CETA PSE employees

and about the same as the "disadvantaged" population of CETA adult activities.

This finding was unexpected given the "loose" mandate of Title X.

The employment status information shows that 71 percent of Title X em-

ployees were "officially" looking for work, while an additional 11 percent

147
See Edward Gramlich, op. cit. Also, see Thomas A. Barocci, "The Recession is
a Regressive Tax" (forthcoming).

148
CETA data presented here and elsewhere is reported in Continuous Longitudinal
Manpower Survey Report No. 4, Characteristics of Enrollees who entered CETA
Programs During Calendar Year 1975, (November 1976), prepared by Westat, Inc.
for the Office of Policy, Evaluation and Research, Employment Training Admin-
istration, U.S. Department of Labor.

149
CETA adult activities include Employability Development, Public Service
Employment and Direct Placement, but exclude specifically designated
youth activities such as Youth Work Experience and Summer Youth Programs.
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TABLE III. 4

Employee Characteristics: Title X and CETA

Employee
Characteristics

White

Nonwhite

Title X

56%

44%

CETA
(adults)

56%

44%

CETA
PSE

66%

34%

Male

Female

76%

24%

58%

42%

68%

32%

Under 18

18-21

22-29

30-44

45-54

55 and over

1%

19%

36%

24%

10%

10%

16%

28%

31%

15%

6%

4%

1%

22%

42%

22%

8%

5%

$0 - 4,000

4,001 - 6,000

6,001 -10,000

10,001 -15,000

Over - 15,000

29%

31%

27%

8%

5%

34%

19%

21%

15%

11%

28%

18%

25%

16%

13%

Employed

Unemployed

Not in Labor Force

18%

71%

11%

26%

52%

22%

30%

53%

17%

Unemployed For:

0-4 weeks

5 - 13 weeks

14 - 26 weeks

27 - 39 weeks

40 weeks or over

18%

24%

21%

9%

28%

20%

33%

24%

10%

13%

21%

37%

22%

8%

12%
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were out of the labor force, possibly "discouraged" workers." Moreover,

the figures on duration of unemployment show that over half of the Title X

employees had been unemployed for over 15 weeks( the "preference level" cited in

the Title X regulations, and offered as a cutoff point by the BLS in defining

"long term" unemployment)

.

Comparison of Title X hires with unemployment duration information of

the entire U.S. labor force, is favorable toward Title X. For example, in

the entire labor force only 18 percent of the unemployed had been out of work

for over 26 weeks, while the comparable percentage on Title X is 37 percent.

Title X employers did hire a disproportionate number of persons who could be

classified as "structurally" or "long term" unemployed.

The assertion that Title X served those most in need is reinforced by

comparing the transfer payments received by those in Title X with the percentage

of those in the general population and in CETA programs who received one or

more transfers. (See Table III. 5), Among the Title X workers, the average

transfer recipient received 1.7 benefits; this figure was slightly higher for

older and non-white participants. Employment status is a good predictor of

receipt of benefits with two-thirds of the unemployed versus 45 percent of the

unemployed receiving at least one benefit. In the month prior to hiring.

150 ^cf W. Lee Hansen, "The Cyclical Sensitivity of the Labor Supply "

American Economic Review, Vol. 51, June, 1961, pp. 299-309. The "discouraged-
workers hypothesis is derived from the income and substitution effects
which operate on an individual's decision to enter the labor force which
IS determined, in part, by the availability of work. Thus, Title X may havedrawn sone workers into the labor force.

BLS duration of unemployment figures are based upon continuous non-
working status while actively looking for work. Title X figures are derived
from two separate items, one on labor force status and the other on con-
tinuous weeks unemployed. We cannot be certain that responses on " con-
tinuous weeks unemployed" always meant "not employed and actively looking
for work". Thus, in a few instances, weeks "officially unemployed" may be
overstated by respondents. We do not, however, judge this possible over-
statement to be frequent or to alter the duration of unemployment data
on generalizations presented.
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60 percent of all Title X workers received at least one benefit. This is

much higher than the CETA adults and PSE participants, who received a benefit

. . . . , 152m the year prior to participation m the programs.

Many of the differences in receipt of transfer are accountable through a

separation by socio-demographic group. This issue is explained in detail in

the Abt volumes. However, one outstanding fact is that over 25 percent of

the Title X workers were receiving unemployment benefits while only 2 percent

of the CETA PSE participants were getting U.I. This is a very small percentage

for a jobs program wherein 80 percent of the participants were out of work for

less than 26 weeks. The high percentage of Title X workers receiving U.I. ex-

plains most of the difference between these workers and the PSE participants in

terms of benefits received.

152^
Cautious interpretation is suggested as Title X employees were responding
for the month prior to hire and CETA participants for the year prior.



79-

Transfers Received;

TABLK III. 5

Title X, Adult CETA^^-^and General Populaticn^^'^
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The observed characteristics of Title X employees lead to several conclu-

sions. First, Title X has provided short-term employment opportunities to

people, who, by any standard, are poor and long-terra unemployed, many probably

for structural reasons. However, the Title X constituency tends to be the

"working poor", those who have been in the labor force and suffered a considerable

period of unemployment . Although a higher proportion of these persons were

receiving public benefits, substantial numbers of them had enough work ex-

perience to earn unemployment compensation. In addition to the 27.4 percent

receiving Unemployment Insurance, another 14.1 percent had exhausted their

benefits

.

Second, Title X projects drew persons who were out of work for both

short term cyclical reasons and for long term structural reasons. The

latter finding is probably due to the EDA's insistence (mandated by the legis-

lation) that a large proportion of the projects be at least 75 percent

labor intensive. Further, service projects were also funded under Title X.

These provisions alone may account for the fact that the hirees were more dis-

advantaged and unskilled. Contrast this with the findings reported in the

previous section for the PWIP, where only 22 percent were unemployed prior to

hire and very few were unskilled. Hiring of the long term unemployed can also

counter the objection of the foes of countercyclical public works programs in that

the likelihood of generating inflation by tightening the market for skilled

workers is diminished with the employment of less skilled and more disadvantaged

groups

.

The findings then suggest that Title X may have provided not only a
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countercyclical stimulus to the economy, but also, either directly or indirectly,

has created more opportunities for the structurally unemployed. Clearly, this is

a desirable and efficient "side benefit" of this program; one that has not been

achieved by a countercyclical public works program since the 1930' s.

The next obvious questions relate to the types of projects funded under

Title X and the occupational distribution of those projects, as this is a major

determining factor in the type of workers hired.

Project Types and Occupations:

One of the few important data items available for the entire 2250 Title X

is the types of projects funded. ' There is a strong relationship between

project types and occupational distribution. For purposes of simplified pre-

sentation the project types have been categorized, and the occupations collapsed

159
into five general types. The cross tabulation is presented in Table III. 6.

As is evident from the table on the following page. Title X projects were

not concentrated in public and civil works, but rather in rehabilitation,

forestry, recreation, and service and training. As such, the employment dis-

tribution falls into three general categories. In the public and civil works

and rehabilitation categories, at least 70 percent of the occupations were re-

lated to some king of structural work with a negligible number of employees in

the other categories.

158
This was used as a stratifying element in selecting the sample of projects
for the Abt study and in generalizing the net costs of the program from the
sample (discussed later)

.

159
For a fuller description of the occupational distribution by a 2 digit
code developed for 84 occupations in Title X see the Abt Volumes. It
should be pointed out that 60 percent of Title X jobs fit into only 4

of 84 available EDA codes.



-82-

TABLE Til. 6

Occupational Category by Project Type

Occupational Categories
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Earnings varied by project type and occupation. Civil Works construction

projects showed the highest average weekly earnings ($1 70) ; Service, Training and

"other" project types had the lowest average- ($128) . Further, managers and

foremen showed the highest earnings while government, service and clerical

occupations showing the lowest. Construction trades workers and laborers

were near the high end of the distribution. Overall, Title X workers averaged

$135.57 per week, a figure well above the minimum wage, but below average hourly

earnings for the economy as a whole.

Table III. 7 provides the reader with an overview of the Title X weekly

earnings cross-tabulated by various demographic, occupational and project type

categories

.

Unlike a CETA PSE program, the duration of employment on a Title X project

is fixed at the high end by the total duration of the project and the skill mix

needed over various project periods. The Abt study sample findings on employ-

ment showed a range of less than one week to almost 72 weeks with a mean of 35.2

weeks and a median of 36 weeks. Further Abt analysis of EDA information on

completed projects produced an estimate of 19.5 weeks average duration of em-

ployment. This duration figure (19.5 weeks) contrasts sharply with the PWIP

evaluation, which showed one month average duration of employment. Even on

Title X construction projects the average duration was about 14 weeks. The

more service-oriented projects had, on the average, a duration of almost 30 weeks,

The Abt sample duration of employment figures are somewhat high because of two

factors. First, the Abt survey was done in the fall of 1976, past the

time when the short-term summer project employment was underway and thus it

did not pick up these workers. Secondly, the workers themselves responded to

questions and some who were still employed had to estimate how long the em-
ployment would last. This issue is discussed in detail in the Abt Volumes,
especially chapter III.
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TABLE III.

7

Average Weekly Earnings on Title X Jobs With Project Type, Occupation,

and Demographic Categories of Employees.

1
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Gross earning figures from the Title X sample reflect the occupation

and duration of employment. Preliminary figures show the highest gross earn-

ings for those in managerial positions (over $8,000) with a low for those in

construction laborer positions-about $4,000 over their project tenure.

Thus, the Title X projects employed persons for a reasonably long time in

stable full-time jobs at an earnings rate at least above minimum standards.

Again, these positive results of the program likely are reflective of the in-

sistence on labor intensive prjects no longer than 12 months.

An important question which immediately follows the above analysis is re-

lated to how the jobs provided in Title X compare with the employees' previous

jobs in terms of wages and job quality. A common criticism of countercyclical

programs and CETA in particular is that the positions offered are at best only

minimumly related to the person's prior employment and at worst are " make work"

type positions which waste skills.

In order to address the above question, the Abt interview form requested

information on prior and usual jobs of the participants, as well as an individual

assessment of the quality of the Title X job as compared to previous positions.

Table III. 8 provides a summary of the employees' subjective impression of the

skills required, type of work and job quality of Title X jobs compared to

their prior and usual jobs.

Chapter VI of the Abt study discusses this issue in detail. "Usual" job
and "prior" job were differentiated on the question, in order to determine
if the prior job was simply a temporary interim position, taken during the
recessionary period. Often the two categories had the same responses.
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Table III.

8

Comparison of Title X Jobs with Usual and Prior Jobs in Terms of Skills,
Type of Work and Quality

Comparison Prior Usual
(percent) (percent)

Type of Work

Identical 8.1% 10.5%

Similar or Related 35.8% 40.5%

Dissimilar, Unrelated 56.1% 48.8%

Skills Required

Greater on Title X 38.3% 31.8%

About the same 38.7% 41.5%

Lesser on Title X 23.0% 26.7%

Job Quality

Title X Job is Better 61.6% 52.6%

Jobs About the Same 28.6% 35.1%

Title X Jobs is Worse 9.9% 12.3%

Table III. 9 shows the changes in weekly earnings of Title X job

holders compared with their usual jobs differentiated by age, sex and

race groupings.
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Table III. 9

Average Weekly Earnings of Employees on Title X Jobs Compared to "Usual"
Job by Age, Race, and Sex.

Category Weekly Earnings
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those demographic groups that generally earn less in the U.S. labor market.

Youthful and older workers, women and minorities have experienced the principal

increases in weekly earnings and hourly wages under Title X. Even though they

still earn less under Title X than other groups, Title X has obviously had a

short-term redistributive effect of some consequence.

Generally speaking, between 32 and 45 percent of employees have had Title X

jobs similar to their prior jobs. Between 38 and 49 percent have had jobs similar

to their usual work. A quick start-up, countercyclical jobs program which

achieves this degree of occupational continuity may, in fact, have provided jobs

which utilize or build upon the skills of employees. A majority of the employees

felt that their Title X job was of a better overall quality than their prior

and/or usual work. Only about 11 percent felt that the Title X jobs were of a

lower quality. The most positive ratings came from the female, minority, young

and old segments of the sample.

The findings here are again positive in that the jobs received high

ratings from employees, and were comparable to the prior or usual positions

they held. The obvious next step would be to interview the same persons after

termination to examine post-program labor market experience. However, due to

the timing of the study, lack of funds for a longitudinal followup and the

lack of informaion prevented a full-blown examination of this issue. The Abt

study did include a special portion which assessed the longer term impact of

these projects. There were visitations to 52 selected sites. Included was a

search of records to try and ascertain the employment status of termination

workers. In addition, about 10 percent of the regular sample survey included
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employees terminated prior to interview. From these two sources an admittedly

limited, but enlightening discussion emerges.

The reader should keep in mind that the following is based on the experiences

of a small subsample and is not generally applicable to the entire Title X

population.

Approximately 40 percent of the terminees found employment shortly after

leaving the Title X job with the proportion increasing to 60 percent after 4^2

months. Since only about 20 percent of the participants were employed prior to

entrance, this suggests a positive impact of Title X in smoothing out labor

market experience. There was, however, an improvement in the overall economic

situation and surely this accounts for some of the improvements in the employment

status of the terminees. The earnings in positions after Title X were, on the

average, almost 13 percent higher than the Title X earnings with 60 percent of

the terminees earnings more after the program than during. Following from this,

over one-half felt that the skills required on the subsequent jobs were greater.

Only about 11 percent considered the skills needed on subsequent jobs to be

less than those utilized on Title X. This implies a marginal, albeit positive,

impact of Title X on the career paths of many of the terminees.

Of those who found jobs after Title X, about 25 percent remained employed

by the Title X employer and over half moved to private sector unsubsidized pos-

itions. Very few (4 percent) of the employed were hired to another subsidized

position.

In the absence of a compehensive survey, the small sample findings are at

least suggestive that Title X had positive influence on the continuity of em-

ployment, if not on the career paths, of the individuals involved.
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AGGREGATE EMPLOYMENT IMPACT OF TITLE X

Although the majority of the Title X projects are not finished, data from

the completed projects allows for estimation of the total direct employment

impact of the 2255 projects. EDA supplied Abt with information on the estimated

and actual employment generated for 543 completed projects.

Without exception the applications overestimated the number of persons-months

of employment they would generate, although this varied widely by project type.

Table III. 10 summarizes the preliminary findings.

As shown in the table on the next page, the public works construction

projects provided only 40 percent of the estimated employment with civil works,

forestry, and recreation, rehabilitation and "other" ranging from 60 to 87 per-

cent of their estimated months. Overall the projects provided about 73 percent

of the employment they estimated that they would. If this can be applied to

the entire universe of Title X projects we can expect to find (.74 x 854,525)

the program generating about 631,000 person-months of direct on-site employment

over its life span. As pointed out earlier the total EDA and contributing

1 £ O

Each sponsor must submit final payroll forms to the EDA. This information
combined with the estimated person-months of employment submitted with the

application allows for the derivation of the information presented.
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Table 111, 10

Estimated and Actual Person-months of Employment by Project Type
(based on 543 completed projects)

Project
Types

No. of

Projects
in EDA
Universe

Estimated
Person-
months of
Employment

Estimated
Person-
months
in EDA
Completed
Sample

Actual
Person-
months
in EDA
Completed
Sample

Ratio:
Actual
Es tima ted

1.
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Table III, 11

Title X Compared with CETA-PSE, APW and PWIP Programs

1. a. Appropriations (Fed)

b. State Local, and Pri-

vate contributions

c. Total funding

2. a. Type of work (by

percent of employ-
ment)

b. // of projects

3. Labor/Capital

4. Target Groups

5. % hired from unemployed

6. % semi or low skill
workers

7. Person-months of
emplojTnent

8. Cost/person month

9. Administering Agency

10, % Force Account

11. Average duration of Jobs

* Underemployed included

Title X (1976)



ADJUSTED COST OF THE TITLE X PROGRAM

The gross outlays for an employment program like Title X do not give an

accurate picture of the program's costs. Both labor and non-labor expenditures

will result in increases in personal and corporate taxes, and some transfer pay-

ments will be "saved". Persons hired will pay higher taxes and possibly spend

more on items subject to sales and excise taxes. Moreover, changes in earnings

often make a person ineligible to receive transfer payments. Firms from whom

materials and equipment are rented or purchased will show an increase in earnings

and, therefore, an increase in various taxes paid. The adjusted costs of a

program can be used as a measure of efficiency, especially for comprative

purposes.

Estimation of net program costs is not an altogther new idea. Simulations

164
have been created for policy purposes. The CBO study was based on simplify-

ing assumptions, utilizing aggregate data in order to obtain rough estimates of

the costs of a variety of countercyclical programs. In the CBO study, the category

most similar to Title X is "accelerated public works". Using a $1 billion expend-

iture, the CBO study estimated that the net costs for the initial impact ranged

from 79 to 92 percent of gross costs, and after 12 months it dropped to between

51 and 54 percent. The simulations account for the direct and indirect savings

and returns as well as the induced impacts of the program (e.g. Type I and Type II

1 (S s
multiliers) . The figures (after 12 months) show that for every $1 billion in

expenditures various governmental units would have received a "net return" of

between $460 and $490 million. This study generated much discussion about the

and
efficacy^ efficiency of various countercyclical programs. The Abt Associates

164
Congressional Budget Office, Temporary Measures to Stimulate Employment

,

op. cit .

cf. Michael Evans, op. cit. and William Miernyk, op. cit.
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study provided the first opportunity to develop a precise methodology for deter-

mination of the net costs of the Title X program, and the first to apply that

166
method to utilizatig data obtained in the 1969 participant interviews.

The Abt study calculates the net costs for both labor and non-labor ex-

penditures of the program. However, only the results of the calculations for the

167
labor portion of Title X are briefly reported in this section.

The procedures used in the calculations of returns and net cost are

summarized in the following two expressions:

1. Unadjusted Gross
Program = Tide X

Costs Expenditures

Returns
From
Tax

Revenues

Returns
From A

+ Reduction
In Transfer
Payments

Returns From
+ Nonlabor

Expenditures

Adjusted
Net Pro-
gram Costs

Gross
Title X

Expenditures

Tax Revenues Adjusted For

Estimated Earnings in the

Absence of Title X

Reduction in Transfer Pavrments

Adjusted for the Estimated

Weeks of Employment in the Ab-

sence of Title X

Returns From
Nonlabor
Expenditures

166

167

Indeed, the Abt study was designed with the main purpose being calculations
of the net costs of the program.

A complete discussion of the net cost methodology and results is contained
in the Abt Volumes, especially chapter 4 and appendices B and C.

t

Note that the returns from non-labor expenditures are not discussed in
this paper.



-95-

The variables in the calculations fall into three categories:

1. Informat Lon obtained from 1969 Title X employees tlirough

personal interviews (weekly earnings, expected weeks of

employment, transfers received, etc.)

2. Information published or derived from published tables

and merged with the individual data set (effective income
tax, sales tax, excise tax, PICA, gross expenditures, etc.)

3. "Unobserved" variables, e.g. the estimated number of

weeks that enrolee i would have been employed in the

absence of the program.

The "observed variables", data sets 1 and 2 above, are simply verified

1 ^ q
and injected into the calculations. ' The "unobserved" variable, which is

is briefly discussed
crucial to the estimation procedure,, as it is the most difficult and contro-

versial of the calculation inputs. This variable is important because it

"discounts" the gross calculations of tax and transfer returns from Title X

labor expenditures. It controls for the possibility that a Title X employee would

have worked in the absence of Title X, thereby reducing the tax and transfer

savings attributable to the program. There are two possible extremes: that

individual
Title X creates no additional, employment or that all employment experience

A
in Title X is additional. The truth, of course, lies somewhere in be-

tween these extremes.

The ideal solution of this "unobserved variable" problem would have

been to draw a control group of non-Title X participants at each project

site, matched to our sample by age, race, sex, labor market experience, etc.

and then to compare their experiences with participants during the Title X

1 z: Q

full discussion of the sources and utilization is contained in the Abt
study, especially appendices A and C.

169
N.B. no additional employment would mean that everyone would have worked
for the same amount of time over the program period and all additional
employment means that none of the participants would have found any work
without the program, over the same period.



project period. Budget constraints upon the initial design of the

evaluation did not permit construction of a control group. Thus, it was

necessary to find another method of estimating the expected weeks of em-

ployment that each enrollee would have experienced in the absence of

Title X.

However, a careful examination of the appropriate literature on expect-

172 173
ed duration of unemployment and employment, stocks and flows in the

174
labor market, longitudinal cohort analysis and previous evaluations of

If Joe Smita is employed on a Title X project as a carpenter, while other
local men similar to Joe's background and personal characteristics are un-
employed (part or all of the time of Title X), then we would be able to cal-
culate the additional weeks of employment that are attributable to Title X.

Jevelopment of a control group and the subsequent follow-up necessary is

the single most expensive program evaluation design.

172
For example, see "Work Experience of the Population in 1975," Special Labor
Force Report 192, U.S. Department of Labor, Bureau of Labor Statistics,
1976 and Employment and Earnings , U.S. Department of Labor, BLS, published
monthly, and Employment and Training Report of the President, 1976 , U.S.
Department of Labor, 1976, selected tables.

173
There has been much research done on these issues, especially in reference
to national employment policy. See, for example, George L. Perry, "Unemploy-
ment Flows in the U.S. Labor Market,: Brookings Papers on Economic Activity
(BPEA), Vol. 2, 1972; Robert E. Hall, "Turnover in the Labor Force," EPEA,
Vol. 3, 1972; Stephen Marston, "Employment Instability and High Unemployment
Rates," BPEA . Vol. 1, 1976; Robert L. Crosslin and David W. Stevens, "The
Asking Wage-Duration of Unemployment Relation Revisited," Southern Economic
Journal , Vol. 43, No. 3, January 1977.

174^
See, for example, Carol Jusenius and Richard Shortlidge, Dual Careers: A
Longitudinal Study of Labor Market Experience of Women , Manpower Research
Monograph No. 21, Vol. 3, U.S. Department of Labor, 1975, or any of a variety
of monographs put out under the auspices of Herbert Parnes et. al., Ohio
State University, Center for Human Resource Research, Columbus, Ohio.
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public works and public service employment programs, showed that the

"raw materials" for this estimation had already been assembled by the Urban

Institute's Inflation and Unemployment Project directed by Charles Holt.

With the enthusiastic support and advice of Drs. Holt, Ralph Smith, and

Jean Vanski, we proceeded to adapt the work done under the auspices of the

Urban Institute to formulate a "statistical control group", divided into 16

demographic groups and updated.

The methodology and results are complicated and space precludes a full

discussion. With our updated adaptation of the Smith et. al. methods and

the merging of observed variables, we were able to compute net cost figures

for labor expenditures and then "inflate" the calculations to the universe

of Title X participants. The following Table (III. 12) shows the taxes paid

and transfers saved as a result of the program. The first column shows the

calculations without utilizing the "discount" factor and the second shows the

results adjusted with the "discount" factor. For our entire sample, the

average weeks worked on Title X is 35. From our "statistical control" we

found that, on average, the participants would have worked about 10.5 weeks.

Thus, overall, the net addition to the working time attributable to Title X

is about 25 weeks.

^'^^
See Sar Levitan and Joyce Zickler, Too Little But Too Late: Federal Support

to Lagging Areas , Lexington Books, July 1976; Anthony Sulvetta and Norman

Thompson, An Evaluation of the Public Works Impact Program , U.S. Dept. of

Commerce, Economic Development Administration, 1975; and Sar Levitan and

Robert Taggart, Emergency Emplo>TP.ent Act : The PEP Generation , 1973

""^^For a complete discussion of the Smith et. al. methods, see Ralph E. Smith

"A Simulation Model of the Demographic Composition of Employment, Unemploy-

ment, and Labor Force Participation, Urban Institute Working Paper, June

1976; to be published in Ronald Ehrenberg (ed.). Research in Labor Economics ,

Vol. 1, forthcoming. For complete discussion of the adaptation of the

methods for this study see the Abt Volume, appendix B.

A discussion of the non-labor expenditures and induced impact is discussed
in the Abt volumes.
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Combining the figures shown in Table III. 12 with the previously cited

labor costs totaling $521 million dollars we can arrive at a net cost figure

for the labor portion of the program. The unadjusted "returns" show a total

of $155 million or approximately 30 percent, while the adjusted figures show

a total return of $123 million or about 24 percent of toal outlays for labor

expenses.

As illustrated by the Table, our "discount" factor has a substantial

influence on the return calculations and is a much more valid estimate of the

1 TO
total program labor costs.

1 ya
The Only transfer payment which rises when "adjusted" is, of course, the
unemployment insurance component.
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Table III. 12

i

Taxes Paid and Transfers Saved for Title X Participants, Unadjusted and Adjusted
(Total Title X Labor Costs = $521,267)

I. Transfers "saved"

1. Federal - AFDC

2. State - AFDC

3. State - General Relief

^. Federal - State U.I.

5. Federal and State

Social Security

Food Stamps

Public Housing

S.S.I.

Medicaid

Total Transfers

Unad lusted
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For the Title X program, each dollar of public money expended for labor

costs showed a return of approximately 24 cents. It is difficult to put

this number into comparative context because no other program has been

evaluated in this manner, as far as the author can determine. The simu-

lations done on this issue are not comparable because they also include

estimates of indirect and induced income and employment returns and "savings."

If these latter portions were included in the Title X calculations, the

return would certainly be higher — thus a "cheaper" program in terms of

net costs.

As a point of reference the same methodology could easily be applied to

179
the CETA-VI program and comparisons could then be made.

The value of the output under the Title X projects has not been mentioned.

There is simply no way that this can be assessed with the information collect-

ed in the Abt study.

1 RO
TITLE X SUMMARY :

It is fair to characterize the Title X program as one which offered

employment to those who really needed it and at the same time produced visible

and, hopefully, needed output. The wages paid and duration of employment

show that the program did not pay excessively, and that it provided many

with medium duration jobs of reasonably high quality. Compared with its

predecessor public works programs, it stands up well on all counts. Point

by point comparison is not possible due to data limitations from previous

179
This CETA-VI research would require little in the way of original data
collection as the Prime Sponsors under CETA are likely to have the needed
information on file.

180
The information presented on the results of the Title X evaluation only
scratch the surface of the many interesting findings of the Abt study
and the interested reader is urged to consult the final report.
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programs, but it is reasonable to state that none of the more modern counter-

cyclical public works programs can compare in terms of impact on the un-

employed per dollar expended. Moreover, comparison with the employees on

CETA-VI is also favorable and the question of favoring one over the other

may well turn on one's estimation of the output value of a strictly service

oriented-program (PSE) versus a project-oriented public works program. Cur-

rent procedures under CETA-VI allow for the project approach and we may well

find that the impact and accomplishments are much the same as Title X. On

the other hand, the most recent public works program, LPW, once again puts

EDA emphasis on the construction sector with little attention given to the

labor intensiveness of the funded proiects. We cannot expect to see the

LPW program showing employment and cost results similar to those of Title

X, but rather more like the APW and PWIP programs.

The major lesson learned from the Title X program concerns the fact that

when the regulations and guidelines explicitly state project and target

employee preferences, the EDA and the cooperating federal, state and local

units of government are able to adhere to those priorities to an extent that

had been hoped for by only the most optimistic.

The final section enumerates a series of lessons learned during the

historical use of public works as a countercyclical and economic development

tool. Moreover, a series of suggestions and recommendations for the future

use and evaluation of this type of program is offered.
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IV. SUMMARY, CONCLUSIONS AND POLICY RECOMMENDATIONS

Almost five decades have passed since the U,S, plunged into the Great

Depression. The belief that market mechanisms will equitably and efficiently

allocate our human and natural resources is held only by a few academic and

Wall Street scribblers. Full utilization of our labor force has occurred only

sporadically over this period and has always been connected with a war effort.

In response to the problem, various levels of government legislated programs

which first and foremost guaranteed every citizen the right to income support

of one sort or another. For those who are deemed members of the "regular"

labor force and are idled temporarily because of recessionary problems, un-

I8II
employment insurance is provided — a transfer program of incredible magnitude

from which no directly useful product emerges. For those who are unable to

work due to health, family responsibilities or institutional barriers to

their employment, other transfers are provided in cash or in kind — welfare

payments. From these comes no useful product, either.

Only occasionally, over the five decades have we identified projects,

financed by the federal, state and local governments, which would offer

employment to those who wanted to work while they waited for the market to

provide them with regular employment. Even less frequently have we taken the

position of targeting money for infrastructure enhancement to areas of the

country deemed lagging or depressed. Sometimes we have combined the two

strategies. Indisputable evidence on the program performance in both equity

and efficiency terms is lacking, while opinions are abundant.

181
The Federal Share of U.I. payments was $13.5 billion in 1975 and estimated
$19.5 billion in 1976, Statistical Abstract of the U.S., 1976 , United
States Department of Commerce, United States Government Printing Office,
1976, Table 379.
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ECONOMIC DEVELOPMENT EFFORTS

The special efforts of the federal government to provide aid to lagging

areas, first through the ARA and then through the EDA, were aptly described

by Levitan as "too little but not too late," It is virtually impossible to

quantitatively assess the impact of the ARA and EDA programs, as they are by

definition designed to have a longer term impact on the chosen areas. One

would be hard-pressed to defend a position against the services and dollars

offered by the EDA, as the areas served are clearly better off — how much

better off remains unknown. One would be equally hard-pressed to argue for

the continuation of aid to certain areas in the same manner as we have done

in the past. There are several major reasons against this argument, the

majority of which were discussed in Section II of this paper. However,

several points are worth repeating here.

First, we have yet to carefully document the causes of economic depres-

sion and identify the most effective points of intervention. Indeed, some

have even proposed a form of development triage where those areas which are

the worst off will simply be left to fend for themselves, as the limited

funding of EDA is already spread too thin. Although this is practical and

possibly very efficient from a cost-benefit point of view, this position is

indefensible. Instead, we must take a positive approach to ameliorate con-

ditions in the areas of the country which share the least in our abundance.

Equal hardship may exist in a town in West Virginia and a slum in Boston.

We cannot allow aid to be based simply on visibility or on the power of

political representatives. We must find out the causes of depression and

assess the amount and type of intervention needed to give life to some of

those still citizens in Michael Harrington's "Other America".
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The first step in this process is to determine what constitutes a lagging

area. As they stand, the allocation and eligibility formulae please neither

the economists or the politicians. The economists should be satisfied first,

as
followed hyj.fe\j compromises as possible. Surely, this process will document

the fact that the resources of EDA are totally and completely inadequate in

dealing with the enormous problems of uneven development. This must be

stated loudly and clearly to Congress and the White House.

Secondly, consolidation of the federal economic development efforts is

essential. There are now a variety of programs coming from Labor, HUD,

Commerce, HEW, Interior and so on. All have one basic purpose although the

target constituencies and areas of the country differ. Instead of competing

for segmented Congressional favor, effort should be put into dovetailing

present programs as much as possible with future plans of totally coordinated

economic development. EDA already has a start in this process due to their

wise insistance on Overall Economic Development Plans. Given the experience

and history of the EDA, it may be the likely place for coordinated efforts.

Thirdly, the business of economic development does not have to focus

exclusively on depressed areas. The problems of certain declining economic

regions of the country lie clearly within the same purview. The causes of

decline are different from those of depression; thus the solutions may also

be different — one is a building up and the other a prop. Again, research

is needed to identify the symptoms and causes of the decline. As elementary

as this may sound, it has not yet been done.

The programs of the EDA should run parallel planning efforts to draw up

physical and socio-economic plans for both depressed and declining areas, in
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conjunction with visible physical projects of the public and civil works

nature. There are certain obvious needs in both areas and long waits are

unnecessary — the parallel processes will add credibility to each other.

This process will require more effective state and local coordination with

EDA in the development and financing of an economic growth strategy. Goals

should be explicit with targets laid out and the consequences of certain

strategies outlined ahead of time ("target" and "indicative" planning).

Moreover, the business loan program pleases few. Lending institutions

balk at the competition, existing businesses don't like to see subsidized

competitors and the default rate is high. A program with the public sector

18?
holding an equity position in the firms may be worthy of consideration.

Areas for expansion must be carefully selected so as not to compete with

private businesses. Energy conservation and production might well be a

good place to begin, with financing arranged in a manner similar to that of

Community Development Corporations.

Finally, the EDA must make a set of explicit goals for its development

monies. They must enumerate the problems toward which their programs are

addressed and describe the kinds of assistance they should (can) offer.

Insofar as there exists an uneven distribution of our economic wealth

and the growth rate in that wealth — whether that uneveness exists among

areas or people — federal government intervention is not only proper, but

obligatory.

182
Massachusetts is preparing to experiment with this approach through its

Community Development Finance Corporation. Also, the Canadian Local
Employment Assistance Program (LEAP) fits this model.
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COUNTERCYCLICAL JOBS THROUGH PUBLIC WORKS PROJECTS

Governmental responses to the problems of cyclical unemployment require

a compromise among three major objectives: net expansion of employment, the

creation of useful output and the provision of transfers for support. The

bulk of our attention over the last two decades has focused on the third

objective. Federal and state outlays for unemployment insurance and transfer

pajmients dwarf those which are directed toward emplojmient expansion and the

creation of useful output. During the 1930's concentration centered on "work

relief" with vast increases in net employment and an incredible array of

visible outputs. During the 1930' s we had less patience with the "dole."

Now there is less concern with the "moral" need to work and far more concern

with inflationary pressures which might be generated with increased spending.

Consequently, our commitment of resources to the public works and public

service employment programs has been less than full. Countercyclical public

works programs have been instituted four times since 1960. Without exception

there has been an excess demand for the funds and delays in implementation

which allowed the critics of the programs to mutter a series of "I told you

so's." If a countercyclical program is implemented too late to provide jobs

while the recession is at its worst, it may well generate the inflationary

pressures its critics suggest. And if the funds are not substantial enough

to provide "a fair share for all," even its political friends may turn against

it.

The response must be substantial funds "triggered" for appropriation

and released by early indicators of an impending downturn in the business
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cycle. Ideally, the funds should peak at the time when the recession bottoms

ou t, and should then be expended in ever lessening doses until recovery and

expansion. A simplified method is illustrated by the following diagram.

Countercyclical Project Funds

Time

In the diagram point A represents the first early warning indicators of

a coming recession which would trigger the release of funds by formula.

2 ^ 3
For example, the line representing employment can be E = a + bt + ct + dt

The dotted line is the inverse of the employrnent equation and represents

the funds to be released (expended) for countercyclical projects. It could

2 3
be of the form: Project money = K (-bt -ct - dt ) where K is, say, a per-

centage of total employment. By this formula the maximum funds would corres-

pond with the bottom of the recession (Z) and would trail off as employment

183
cf. Georges Vernez et. al. op. cit.
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became stable or expanded at the end of the recession (Y) . The interior dot-

ted and regular lines in the diagram represent a possible "compacting" of

the amplitude of recessionary employment changes and the countercyclical

money expended. This method of triggering money would appease those who

are most concerned with the inflationary aspects of the countercyclical pro-

jects and would compensate solely for the recession. If, on the other hand,

the money were to be spent with the intention of spurring a change in private

optimism (and hence investment), it should be released in a larger series

of chunks at the beginning of the recession, thereby possibly reducing the

amplitude of the employment drop which would have happened without the in-

jection. The choice here depends on the amount of concern with inflationary

pressure and the purpose of the program.

Moreover, explicit decision rules and regulations must be included for

area designation and target industries and workers as the impact of a

public works program can vary widely. As pointed out earlier, PWIP and APW

provided stimulus and direct employment almost exclusively to the construction

sector, while Title X was far more widespread in its impact. The difference

resulted from Congressional caveats concerning labor intensiveness, the

participation of the Labor Department, and the project selection priorities.

The most recent program, LPW, is targeted at the construction industry. Thus,

we cannot expect to see a large portion of the jobs going to "disadvantaged"

persons nor used in the provision of services. Moreover, LPW, following

the tradition of public works programs, has no provisions which would limit

employment to those out of work and/or those receiving a transfer pajTnent.

Although the area unemployment is mentioned in the legislation as a "factor
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which must be considered" in project selection, the only explicit reference to

target groups is to "unemployment or underemployment in the construction and

^ . ^ . 184
construction related industries.

One cannot criticize the LPW legislation for providing assistance to

the ailing construction industry. But without comparable funds directed toward

other groups of workers and industries the allocation can be faulted on equity

grounds. One possible solution to this equity problem is to provide in the

legislation for a certain percentage of the projects to be run under force

account, rather than by bid. In the latter case, history has shown that the

labor costs are higher ("prevailing" wages) and the impact lowest on the most

needy unemployed. IvHien units of government hire workers for projects them-

selves, we find a greater share of the jobs and new income going to the needy.

Indeed, as pointed out in the Title X net cost calculations, the transfers

saved constitute an important component of the adjusted cost of the programs.

Congressional leaders might also consider allowing (asking) the military bases

around the country to provide skilled assistance in the construction of public

works. They have both the manpower and machinery, often idle, that is needed

for many of the public sector projects.

Another option to be considered for expansion of employment in recession-

ary times is based on the Canadian Local Initiatives Program (LIP). This

program has been implemented on a trial basis in Massachusetts, and evaluation

results indicate positive accomplishments, especially when matched with the

"regular PSE positions." LIP is quite simple in design. Any person or

persons who are unemployed can propose to carry through a project of limited

duration which will employ those in need and offer some benefit to the public

either through rehabilitation, new business development or provision of a

184
Public Law, 94-369, Section 107.
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needed service. All projects are visible and initiated by those who will

1 Q C

carry them through. Another example of a locally needed and initiated

public employment program can be found in the Netherlands, where the "right

to work" is taken seriously and addressed by a very large program called the

Dutch Social Employment Program. This program also is worthy of serious

attention by policy makers.

On the administrative side of both countercyclical and economic develop-

ment programs encompassing public works projects, there is much room for im-

provement. However, the administering agencies cannot be expected to accomplish

what is only hinted at in legislative authorizations. Without exceptions,

the series of recent laws have been vague and noncommittal, save in their

reference to funding levels. Allowing those who write the regulations to

steer the program in directions that they deem appropriate is no more or less

than a Congressional shirking of responsibility. Regulation hearings almost

always become sessions where each interest group-^carries its most extreme

case, hoping to get half its wish list rather than none. With clearly

specified intentions, priorities and explicit goals, the administering

agencies will no longer have to remain in the state of limbo so often ob-

served in the last 15 years.

I

li

1 Q C

cf. Thomas A. Barocci, The Canadian Job Creation Program and Its Applicability
to the U.S . , A study prepared for the Subcommittee on Economic Growth for the

Joint Economic Committee of the U.S. Congress, Paper #2, Vol. 1, USGPO, 1976.

Also, see Abt Associates, Inc. An Evaluation of the Massachusetts Local
Initiatives Program , 1977, Vols. I, II, III.

The original design of the Massachusetts LIP program was to link those LIP

projects which had the possibility of becoming financially self-sufficient
with a new program designed to inject equity money into businesses which
otherwise would be unable to expand. The public would take an equity
position which could be retained or later sold out. Unfortunately, the

state officials have not pursued and followed up this link with the LIP
projects which might have qualified.

1 Q ^
Witness the court battles impending over LPW allocations.
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Present and past experiences with the utilization of public works and

related projects as a tool of economic development and countercyclical employ-

ment policy prove that, with careful planning and implementation, employment

can be provided, growth and development fostered, and valuable and visible

output produced. Idle machines do not lose their value, but a days work

lost is lost forever. In lagging, declining or cyclically impacted areas,

we can clearly utilize our most valuable resources — the labor and skills

of our citizens — through programs such as those described in this paper.

Our legislated commitment to full employment and our more powerful moral

commitment to an equitable income distribution and to the value of a human

being should in tandem compel us forward in honing, refining and implement-

ing programs that will aid us in future development and, at the same time,

offer productive and dignified employment to those in need.
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