MINUTES

Special Commission on a Public Agenda for Kansas
August 22, 1985
1:00 p.m.

Present: Arasmith, Barkis, Bennett, Borgen, Breaden, Edmiston,
Finley, Frey, Johnston, MeGlothlin, Moore, Shumway, and
Warner.
Absent: Dykes, Hayden, and Lee.
Vice-chairman Johnston chaired the meeting.
Flentje reviewed the "Plan for Initiating and Guiding the Work of
(AHach /)
the Special Commission"A (adopted by the Legiaslative Coordinating

Council) and proposed the following meeting schedule through 1985:

October 3 and/or 4

- Review issues suggested by individuals, groups, and agencies
- Begin prioritizing issues

October 31 and/or November 1

- Select issues for further study
- Review policy choices relevant to each issue area

December 5 and/or 6

~ Select policy choices for further study

Members of the Commission discussed whether the Commission should
identify a number of alternatives available to Kansas in responding to
each important issue or should recommend a preferred alternative on
each issue. Barkis stated the Commission should identify and analyze
a number of feasible approaches to policy issues and not attempt to
select only one approach. Bennett noted that the concurrent
resolution creating the Commission prohibited recommending only a

preferred alternative on each issue.




Flentje reviewed what actions had been taken to solicit publie
views qoncerﬂing the assignment given to Commission. During late July
and early August Chairmﬁn ﬁayden and Vice=-chairman Johnston i1ssued
three joint letters requesting advice and suggestions on the charge to
the Commissicn: 1) an "Open Letter to Kansans®™ sent to all daiiy and
weekly Kansas newspapers; 2) a request to all state agency heads; and
3) a request to 150 statewlde interest groups. Members of the
Commission discussed what additional publle participation should be
sought but deferred action onm the question.

Flentje then proposed criteria for selecting policy 1ssues for

further study:

1. Select issues which have long-~term impact on the economic and
social welfare of Kansans, ie., avoild 1ssue of issues of
short-term significance.

2. Select issues which affect state as a whole, ie., avoid issues

that focus on narrow segments of the population or geographic
areas.

3. Select issues which present an opportunity for significant
change, ie., avoid issues of incremental nature.

4. Select issues which are not currently receiving (or have not
recently received) careful attention, ie., avoid issues
currently receiving policy attention.

5. Select a manageable number of issues given the timeframe and
resources available to the Commission.

Flentje noted that these ecriteria were proposed as a basis for
thinking about possible issues not as arbitrary rules.

Dr. Anthony Redwood made a presentation, P®long-Term Structural
Changes in the Kansas Economy," and then responded to questions from
Commission members.

Dr. Glenn Fisher made a presentation, "Trends ip Kansas Government
Finance," and then responded to questions from Commission members.

The meeting adjourned at 4:30 p.m.



Addach ment /

APPENDIX A

PLAN FOR INITIATING AND GUIDING THE WORXK
OF THE

SPECIAL COMMISSION ON A PUBLIC AGENDA FOR XANSAS

Mission of Special Commission

1.

To focus public attention on state government and policy
issues affecting state government and encourage on-going
study and public discussion of these issues;

To assist the Kansas Legislature in setting the public
policy agenda of Kansas; and

To improve the quality of public policy in Kansas.

Assignment to Special Commission

X

2

Identify public issues critical to the future of Kansas;

Identify policy choices available to Kansas in responding

to these issues;

Draw upon leadership and expertise within Kansas to analyze
these public issues and policy choices;

Solicit views from the public at large on these issues and
policy choices;

Report to the Kansas Legislature by July 1, 1986,

Principles of Operation

1

The Special Commission should begin work as soon after July
1, 1985, as is feasible and complete its business within one
year, but in no event later than June 30, 1986.

The Special Commission should supplement not supplant the
regular work of the Kansas Legislature. Therefore, the
Commission will be staffed by a coordinator and such other
assistance as may be necessary and as determined by the
Special Commission in order to avoid disrupting or inter-
fering with the work of legislative interim committees or
with the 1986 legislative session. The coordinator shall

be supervised by agreement of the chair and vice-chair of
the Special Commission. Any disagreements concerning super-
vision shall be resolved by the full commission.

The Special Commission is charged to identify the important



public issues and viable policy choices for Kansas but shall
not seek to recommend a preferred policy choice on any issue.

4. The final report of the Special Commission shall be publish-

ed, made widely available, and be distributed to all public
libraries in Kansas.

D. Proposed Work Schedule for Special Commission
1. Organization of the Commission (June-July)

Work to be accomplished:

- —;By legislative leadership:
a) appointment of Commission members; and
b) designation of Commission chair and vice-chair.

-~-By Legislative Coordinating Council:
a) approval of overall plan for Commission operation;
b) approval of budget for Commission activities; and
¢) appointment of coordinator for Commission.

--By Commission Chair:
a) call first meeting of Commission.

2. Issue Identification (July-October)

a) Solicit views on policy issues critical to the future of
Kansas and policy choices available to Kansas in respond-
ing to these issues:

1) Request interested groups and agencies to respond in
writing to the charge of the Special Commission;

2) Solicit advice from public policy specialists on the
charge to the Special Commission; and

3) Synthesize suggestions from interested agencies and

groups and from expert testimony into a long list of
important public issues.

b) IXdentify public issues critical to the future of Kansas:
1) Confer with public policy specialists and as needed
with representatives of interested groups and zgencies
and the public; and
2} Select the most critical public issues which
deserve further study.

c) Analyze selected public issues and policy choices:

l) For each public issue select the best available

specialist to research and analvze the issue; and

2) Commission the selected public policy specialists to
research and analyze the historical development of

each issue, current public policy affecting the i

sue, and the feasibility of policy choices relev:

S-—
ik
to the issue.

3. Identification of Policy Choices (September-November)

K=l




a)
b)

c)

Begin identification of policy choices relevant to the
selected public issues;

Confer with public policy specialists on availability
and feasibility of policy choices; and

Select policy choices which deserve further study.

Résearch and Analysis (November-May)

a)

b)

Research and analysis of public issues and relevant
policy choices by public policy specialists; and
Periodic reports and conference with Special Commission
on research and analysis being conducted.

Draft Reports on Public Issues for Review (May-June)

a)
b)
c)

Review and release draft reports on public issues;
Solicit public comment on draft reports;

Revise draft reports as needed -in response to public
comments.

Final Report on Kansas Policy Choices (July)

Approved by Legislative Coordinating Council
June 27, 1985
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July 26, 1985

Open Letter to Kansans:
Rep. Mike Hayden

Chairman
Atwood The 1985 Kansas Legislature created a Special Commission on a Public
S N L liRASIR Agenda for Kansas. The principal motivation in taking this action was to
Earsons give the Legislature better control over its own agenda and to assure that
B e reamtiih the important public policy issues of Kansas were being addressed. The
Eq;rmﬂanLBmHs assignment given to this Special Commission is straightforward:
cuisburg
Robert F. Bennett
Prairie Village 1. Identify public issues most critical to the future of Kansas;
FBtex R. Borgen
eloit
Rep. James D. Braden 2. Identify policy choices available to Kansas in responding to these
Clay Center issues:
Archie R. Dykes ’
Topeka
??ﬂ?nEdmhhn 3. Draw upon leadership and expertise within Kansas to analyze these
Wichita : . . . -
Eﬂmmemy public issues and policy choices;
olby
e oberd Frey 4, Solicit views from the public at-large on these issues and policy
John Lee choices; and
Hutchinsen
Glothli
#ﬁ&ﬂ% e 5. Report to the Kansas Legislature by July 1, 1986.
John E. Moore
Wichita . . s i ; s
Keith Shumway On behalf of the Special Commission we invite the suggestions of every Kansas
Ottawa citizen in responding to this charge.
Sid Warner
Cimarron

The first task of the Special Commission will be to identify those public
problems or issues most critical to the future of our state. In completing
£ o Al this task, we want to assess current trends affecting Kansas and identify
those which threaten us, as well as those which present opportunities for us.
We also want to assess the strengths and weaknesses of our state and of our
goverrment in order that we may find ways to build on our strong points and
improve in areas which are weak.

The Special Commission will begin work on sorting the more important from
the less important public issues in September. We welcome and encourage each
Kansan to help us by identifying the one or two (or more) critical matters
which deserve special attention and should be placed on a Public Agenda for
Kansas. We ask you to place your suggestions in writing and send them to us
in care of: Special Commission on a Public Agenda for Kansas, Box 61, 1845
Fairmount, Wichita, Kansas, 67208. Thank you.

Sincerely,

g )]s :
szyX,A—’fgaL/C§g;éiﬁ7aﬁibrux‘ ;Z?zéLé;hqé;jézgékﬂgﬂxikéhrL/f/
Mike Hayden Méchael L. Johnston

Chairman Vice=Chairman



Long-Term Structural

Changes in the Kansas

Economy

Anthony Redwood
Daniel L. Petree
Gary R. Albrecht

Dr. Redwood is the Executive Director of
the Center for Public Affairs/Institute for
Economic and Business Research and a
Professor in the School of Business at the
University of Kansas. Dan Petree is a re-
search assistant for the National Bureau of
Economic Research and a student in the
Ph.D. program of the KU School of Busi-
ness. Gary Albrecht is a research economist
for the Institute for Economic and Business
Research.

Introduction

The purpose of this article is to identify
certain significant long-term changes in the
state's economic structure— changes that have
brought in their wake a profound, albeit grad-
ual, transformation in the state’s demographic
character, particularly as expressed in the
composition and behavior of the Kansas labor
force. A further purpose of this study is to
argue the contention that these long-run trends
are responsible, in large part, for the current
relative weakness of the Kansas economy and
that their continuation does not augur well for
the state's economy in the years to come. In
this sense, publication of the study’s findings
is intended to bring these changes and their
effects to the attention of Kansans as well as to
suggest that the present marks the time for
new policies and efforts that acknowledge the
changed and changing nature of the Kansas
economy. ! The alternative strongly implied by
the data discussed in this study is that, failing a
renewed response by state planners and deci-
sion makers. Kansas runs the very real risk of
being held hostage to a past that portends, at
best, a difficult economic future.

The note of urgency sounded in this state-
ment of purpose may seem an alien chord to
many citizens of the state, especially to those

who have taken comfort from—and found a
source of pride in—the traditional view of
Kansas enjoying a calm, strong economy
within, while the country without fell prey to
the convulsive swings of the national business
cycle. Whereas at one time such a view was
born out by Kansas' economic behavior, re-
cent research generally supports the proposi-
tion put forward in an article published in this
journal two years ago: “‘Kansas’ historical
tendency to be recession proof may have been,
in many cases, the result of a fortuitous
combination of events rather than the effect of
an inherently stable economy,”” and since the
early “70s the state’s pattern of economic
behavior has been notably less than stable?

Moreover, little comfort {or pride) can be
taken from the fact, that during and following
the 1980-82 recessions, the Kansas economy
fell farther, started to recover later, and has
grown more slowly than the national econ-
omy. Among a host of indicators suggesting
that Kansas is now quite susceptible to the
national business cycle and that its ability to
rebound vigorously from periodic downsw-
ings of the national economy has been com-
promised, perhaps the most telling piece of
evidence is that the state employment level has
only now returned to its 1979 level.

Of course, the present weakness of the
Kansas economy is due partially to some
factors independent of the state’s economic
structure. Some observers, therefore, might
choose to think that factors specific to the
current situation (such as the depressing effect
of the strength of the dollar in foreign markets
and the global decline of oil prices on, respec-
tively, the state’s agricultural and manufactur-
ing sectors and mining industry) argue that
Kansas’ failure to participate fully in the
recovery period from the latest downturn is an
unusual development rather than one implying
a trend.

As important as these factors are to the
present instance, however, this study contends

that long-term changes in the very nature of
the state’s economy have had a debilitating
effect on its economic vitality—specifically, an
erosion of the economic and human resource
base that sapped the state’s ability to come out
of the last recessions with any substantive
strength. Furthermore, this interpretation of
the causes for Kansas’ current economic mal-
aise forecasts, if redresss is wanting, the likely
pattern of declining strength during the re-
mainder of the decade and that ahead as well.
That is to say, the possible danger awaiting the
state in the not-too-distant future is that when
the national economy turns down again—as it
inevitably must given its cyclical character—
the Kansas economy will experience once
more an above-average impact and, then, will
rebound more weakly than ever before. In this
réspect, it can also be said that the study's
thesis is that the long term has caught up with
the short term: Kansas is simply no longer
well positioned to ride out with equanimity the
fluctuations of the national business cycle.
Speaking summarily, the picture painted is
of a state whose base of economic resources
has eroded slowly over the years, creating, if
one likes, a fine network of hairline fractures
in the economic infrastructure—a tissue of
potential fault lines that could become sharp
cracks in the state’s economic foundation.
The paper is organized as follows. Section [
describes the long-term changes in the state's
economic structure, particularly the evolution
in the constituent elements of gross state
product, civilian income, and total employ-
ment. Section II reviews the effects of those
structural changes in the demographic profile
of the state with particular attention paid to a
migrating and, proportionately, a declining
and aging population. In turn, the next section
discusses the impact of the economic and
demographic changes on recent employment
trends in the state. The fourth section seeks to
show that the current performance of the
Kansas economy expresses, to a significant

Kansas runs the very real risk of being held hostage to a past that portends, at best, a difficult

economic future.




. . . during and following the 1980-82 recessions, the Kansas economy fell farther, started to recover
later, and has grown more slowly than the national economy.

extent. the legacy of the past. especially as the
correlation between employment growth and
the state’s industrial character is delineated by
a method known as shift-share analysis. In
Section V. a brief summary implying some
policy considerations is presented.
Essentially, this organization provides an
interpretive framework for the history of the
Kansas economy evolving from its early agri-
cultural orientation toward a mixed economy
that is tending to resemble the economic
structure of the United States as a whole. In
other words. the story of the state’s economy
in the 20th century primarily concerns the
long transition out of farming to other forms
of economic activity, with its demographics
reflecting the degree of success or otherwise
of the state’s generating alternative employ-
ment opportunities for its citizens. As sug-
gested above, the chapter currently being
written in this ongoing chronicle concerns the
Kansas economy becoming— as its character
comes to reflect more closely that of the
nation—more sensitive and vulnerable to the
vagaries of the national business cycle.

I. Long-Term Changes in the
Economic Structure

Changes in the strucrure of gross state
product, civilian income, and total employ-
ment by sector (illustrated, respectively, in
Tables 1, 2 and 3) clearly demonstrate the
decline in the importance of the farm sector
and a concurrent rise in the importance of
manufacturing in Kansas. In this respect,
Kansas' cconomic pattern is converging to
approximate that of the U.S., particularly as it
shows manufacturing’s rise to accommodate
the slack created by farming’s decline. Nev-
ertheless, it should be noted that combined
farm and manufacturing employment in Kan-
sas (21.69 percent of the state total) remains
significantly below that for the nation as a
whole (26.78 percent) and that employment in
farming is projected to fall farther in the
coming years.’? Services and trade have been
growing in Kansas as well, but, as their
percentages approach the national average. it
is likely that this growth is approaching a
saturation stage.

The problem that this parern of change
poses for the state, therefore, is to continue to
develop sources of economic growth to offset
the farm sector’s decline and the imminent
leveling of the upsurge in trade and services.

In addition to that challenge, yet another is
posed by the very significant changes which
have occurred in Kansas® agricultural econ-
omy. Over time. the state’'s farms have be-

come fewer, larger, and more capital
intensive. Figure | outlines the decline in farm
numbers since World War II: as shown, the
number of farms has declined in all acreage
categories except the very largest, 500-999
acres and 1,000 or more acres.

Figure 2 employs the sales-size classifica-
tion to measure the percentage of total agri-
cultural sales from each class. It shows that
less than 1.0 percent of the state’s farms

(those with $500.000 or more in sales) ac-
counted for almost half of the state's agri-
cultural output for 1978 (the most recent year
for which such comprehensive data is pres-

. ently available). Finally, farm input use over

time exhibits an increasing capital intensity
and the dramatic rise in chemical use. Equally
important is the decline in labor employed on
the farm. Interestingly, land input remains
remarkably constant—tending to contradict

Table 1

Kansas and U.S. Gross National Product by Industry (Percentage)
1960 1970 1980
KANSAS
Farming 13.05 9.99 8.63
Manufacturing 19.08 19.48 20.20
Service 8.01 9.99 10.86
Government 13.07 14.74 11.33
Trade 15.33 17.38 17.11
Construction 4.95 4.38 5.06
SOURCE: Kansas Department of Economic Development
UNITED STATES
Farming 4.01 2.64 291
Manufacturing 28.57 25.59 22.10
Government 9.35 11.73 11.80
SOURCE: Survey of Current Business, 1981
Tabie 2
Percentage of Civilian Income by Industry
1960 1970 1980

us KS us KS us KS
Farm 3.45 13.90 2.24 8.30 1.45 5.40
Manufacturing 22.63 18.90 19.68 13.70 16.37 15.30
Service 7.39 11.00 8.84 9.40 10.12 10.37
Government 11.67 12.20 13.70 14.20 11.68 10.87
Trade 11.49 20.00 11.18 12.20 10.51 11.99
Construction 3.97 NA 413 NA 3.30 448
Other 39.40 24.00 40.23 42.20 46.57 41.59
Tortal 100.00 100.00 100.00 100.00 100.00 100.00

SOURCE: Bureau of Economic Analysis
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Table 3
Percentage of Total Employment Contributed by Sector
Projected
1969 1978 1990
KS us KS Us KS us

Agriculture 9.77%  3.24% 7.00%  2.93% 4.91%  2.29%
Mining 1.28 1.00 1.18 1.56 .96 1.77
Construction 5.04 6.37 5.78 . 6.06 5.72 6.11
Manufacturing 15.89 28.73 16.55 26.22 17.09 25.63
Transportation,

Communication, and

Public Utilities 5.79 7.05 5.88 7.64 5.79 7.79
Wholesale Trade 3.80 5.99 5.56 6.55 557 6.43
Retail Trade 16.21 10.77 16.06 9.99 16.26 9.73
Finance, Insurance, and

Real Estate 3.64 5.37 4.47 5.78 5.08 6.27
Services 16.27 15.09 18.25 16.83 20.59 19.13
Government 22.31 16.46 19.33 16.45 18.04 14.87

SOURCE: Bureau of Economic Analysis

the myth that land is leaving agriculture. Quite
clearly, it is labor that is leaving.

These changes are of considerable signifi-
cance to Kansas. In one respect, as farms
become larger and more capital intensive,
agriculture tends to become vulnerable to
fluctuations in financial markets and easily
damaged by adverse price movements. An-
other impact is the clear and present threat to
the vitality of the state’s most rural counties:
as resources leave farming, no alternative
employment opportunities present themselves
in farm-dominated communities. The result is
a migration of resources from the affected area
and a weakening of its economic structure.

II. Long-Term Changes in the
Demographic Structure

There is, of course, a close link between
economic and demographic characteristics
and trends within Kansas. The preceding dis-
cussion of farm structure suggested that pre-
sent structural trends in farming may cause
population declines in rural counties, and, in
fact, a close correlation exists between popu-
lation declines between 1970-80 and those
counties which are predominantly farm ori-
»ented. Noteworthy is that the pattern is less
apt to hold for those agricultural counties near
urban centers (for example, around Wichita)
than for those more distant from metropolitan
areas. The reason is that the urban centers
provide off-farm employment for those who
quit farming or farm only on a part-time basis.

Map 1 details population density in Kansas
and reveals the concentration of population in
the state’s eastern region. The bulk of eco-
nomic activity is located in this region and, in

particular, in the northeast as well as in a
corridor in central Kansas along I-35 and
along the Kansas turnpike.

In essence, population movement and dis-
tribution are patterned toward economic op-
portunity which, in Kansas, is presently
concentrated in the east and south central
portions of the state. As a result, the propor-
tion of urban population of Kansas has in-
creased from 22.4 percent in 1900 to 66.7
percent in 1980. Furthermore, the Census-
identified 68 ‘‘rural agriculture’’ counties
contained only 28 percent of the population in
1980, while the remaining 37 counties had 72
percent.

A. Migration =

Necessarily, the Kansas economy and popu-
lation are affected by both interstate and intra-
state migration as the work force moves to
seek its greatest opportunity, be that in terms
of enhanced earnings or job choice. Further-
more, the primary influence can be either a
“pull’’ (higher wages and more interesting
jobs elsewhere) or a ‘“‘push” phenomenon
(lack of opportunity in the current situation),
and often both elements are present, as would
seem to be the case with Kansas.

Census figures show that Kansas experi-
enced net outmigrétion of 130,473 (6.1 per-
cent of the base population) during 1960-70
and 31,617 (1.4 percent of base) during
1970-80. An analysis of migration among

Figure 1

Number of Kansas Farms by Acres Harvested (1945-82)
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Figure 2

Percentage of Total Agricultural Sales in Kansas
by Farms Classified by Sales (1978)
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workers for the period 1965-75 shows how
extensive the movement of Kansas workers
was: 12-13 percent of the covered (Social
Security) work force comprising in-migrants,
13-15.5 percent migrating out of state, and a
further 12-13 percent moving intrastate.*
While a large amount of migration was among
neighboring states, in-migrants tended to
come from surrounding Plains states and
states to the east. whereas out-migrants mostly
went to the southwest and west. Most impor-
tant of all, this analysis confirms that interstate
migration consists largely of higher paid/
higher skilled workers and, moreover, that
out-migrants will experience a substantially
greater improvement in earnings than those
who remain in the state, further evidence of
the state’s “‘brain-drain’" problem, especially
so as the largest group of these out-migrants
are young educated aduits.

Another smdy of worker mobility for the
period 1971-73 demonstrates that there were
significant variations in the sex, race, and skill
patterns of migrants to and from the state's
major urban areas (the Wichita, Kansas City,
and Topeka SMSAs).5 In general. each SMSA
“‘turned over’’ 10-15 percent of its work force
(the proportion moving out and replaced) over
the two-year period; migrants were more
often male than female: the 25-34 and 19-24
age groups constituted over half of all mi-

grants in all three SMSAs; and, while whites
were the largest group, black and “‘other™
migrants represented greater percentages of
their work forces. Significantly, this analysis

revealed substantial movement of lower paid
workers as well as the higher paid. indicating
the existence also of strong ““push’’ influ-
ences: that is, migration motivated by the lack
of opportunity at the home base.

Net migration for each Kansas county is
shown in Maps 2 and 3 for the periods
1960-70 and 1970-80. The vast majority of
counties in the westgrn portion of the state

- experienced net outmigration—in many in-
" stances, over 10 percent of their population

for the decade and*for some counties over 20
percent— while inmigration predominated for
counties in the eastern sector.

In summary, then, all these migration data
detail an evolving disequilibrium in terms of
population- density and -economic activity
within the state—in itself perhaps neither a
negative or positive development, yet one that
both represents a change and demands arten-
tion, particularly in the context of farming’s
decline and the need for a stable, skilled
human resources base to **stock’” those indus-
tries which must take up the slack in the
economic activity.

B. Age Structure

Another aspect of demographic imbalance
concerns the relative age of the Kansas popu-
lation. Although the Kansas age pattern
closely approximates that of the U.S., in that

Map 1

Population Density of Kansas Counties (1980)
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The story of the state’s economy in the 20th century primarily concerns the long transition out of
farming to other forms of economic activity, with its demographics reflecting the degree of success or
otherwise of the state’s generating alternative employment opportunities for its citizens.




Map 2
Migration in Kansas (1960-70)
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Map 3
’ . .
Migration in Kansas (1970-80)
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the basic trend is toward an aging population,
the Kansas proportion of the over-65 group is
notably higher: 13 percent in 1980 as opposed
to 11 percent nationally. There is, moreover,
significant variation within the state. In 1980,
the median age of 84 counties exceeded the
state median age (Map 4). Furthermore, while
13 percent of the state population in 1980
were 65 and over, 79 counties had a higher
proportion of this age group than the state, and
33 counties had over 20 percent of their
population over 65 (Map 5).

These data suggest that Kansas has an
older-than-average population not only be-
cause people in this state live longer but also
because, as noted, the state has experienced a

significant outmigration of youth in recent
decades. One important consequence of this
trend that deserves consideration is the fact
that large portions of nonworking-age people
place disproportionate burdens on the public
service capacity without significantly contrib-
uting to the tax base.

C. Population

A further instance of the economic-demo-
graphic interrelationship is indicated by the
pattern of the state’s population growth rela-
tive to the nation’s. Kansas' slow population
growth rate over the past three Censuses is
shown in Table 4: in all cases, Kansas’ growth

-

has been significantly below the overall U.S.
rate (growth rates for three of the state’s
neighbors are included for perspective). The
result of these many years of below-average
population growth is indicated in Figure 3
which shows that the Kansas population as a
percent of-the national total has declined with
every Census since 1900. At present, the state
comprises about 1.0 percent of the national
population after being nearly 2.0 percent at
the turn of the century, and Census Bureau
projections for 1990 clearly suggest that Kan-
sas will fall below 1.0 percent. Furthermore,
in ranking by size, longer term Census projec-
tions call for the state dropping from 31st in
1980 to 33rd by the year 2000.

Given that Kansas’ hirth and death rates
closely approximate those of the nation, it is
possible to conclude that one major cause for
the state’s comparative decline in population
is outmigration; that is, to an above-average
proportion of the populace seeking employ-
ment out of state.

III. Recent Kansas Employ-
ment Trends and Their Im-
plications

Although employment in the state grew
faster than the national average during the
“70s—only modestly so, however, for the
period 1976-81—and did moderate the state’s
net outmigration pattern during the decade,
this favorable job creation was insufficient to
reverse the chronic outflow. Therefore, one
central question raised by the data presented in
the preceding sections remains: can the princi-
pal industries of the Kansas economy grow
sufficiently to absorb the projected expansion
of the Kansas labor force during the *80s (5.6
percent by 1987), and, if not, can sufficient
new industries be attracted to or developed in
the state to meet the deficiency in the number
of jobs and to provide employment for the
higher skilled/better educated portion of the
Kansas labor force.

To define more specifically the terms of this
twofold question, it is helpful to review briefly
some of the material discussed above. As
noted, the historical decline in agricultural
employment is projected to continue unabated
in the future, the effects of which will likely be
exacerbated by the anticipated weak growth in
agricultural exports in the *80s.6 As a result,
there is little reason to suspect that in the years
ahead the farm sector and the industries de-
pendent on it will expand as sources of em-
ployment—indeed, there are compelling
reasons to think that they will shrink. Also
noted was that sectors such as services, trade,
and government have played an important role
in the provision of jobs for Kansans while the
agricultural sectors diminished in that capac-
ity. And yet, as discussed, such industries do
not have much growth potential themselves,
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being dependent upon concurrent, caralytic
growth in agriculture, mining, and manufac-
uring, the basic industries.

Given, then, that agricuiture is on the de-
cline and that mining's contribution to em-
ployment is discrete and limited by the
restricted nature of the state's resources and
that the relative size of services, trade, and
government is approaching the national aver-
age (the likely saturation stage for growth),
manufacturing appears, by the process of
elimination, to be the principal industry with
the porenrial for growth and increased em-
ployment opportunities.

At this point, the question is now a matter
of whether extant manufacturing can grow

enough, and, if not, can new manufacturing
be drawn to or nurtured in the state. An
answer to the question’s first part is strongly
implied upon considering that the existing
manufacturing mix of Kansas, although di-
verse, tends to be of below-average technol-
ogy and traditional in character.” In an article
published in the preceding issue of this jour-
nal, McLean concluded, upon surveying the
prospects for economic development in Kan-
sas in the decade ahead, that 1) the state does
not currently ‘*have a high degree of invest-
ment in those industries most likely to grow
rapidly in the next decade’’ and 2) that of
those select Kansas industries likely to grow in
the near future very few are **high-tech indus-
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tries.”’8 In the light of these findings, it is,
therefore, difficult to avoid the conclusion that
the potential for rapid growth in the existing
set of state industries is not great, a conclusion
also implied by the sluggish rate of new
business formation in Kansas.®

Against this projected context of a com-
paratively stagnant manufacturing sector in
the future, the attraction of new firms to

" Kansas assumes particular importance, espe-
" cially those high-tech industries which will be

growth leaders in the years ahead. However, a
growth scenario based on the continuation of
past trends projects an increase of 33-37
percent in the state’s present 41,000 high-tech
Jobs by 1990, with such growth creating about
23,000 new jobs, an expansion rate that would
not be sufficient to absorb all the state’s output
of professional workers with skills in high-
tech areas.!? Thus, the ‘‘brain drain’ for
Kansas would presumably continue. The con-
clusion suggested by this projection is that, if
the expansion of high-tech employment in the
state is to have more than a ripple effect on the
demand (and opportunities) for labor, Kansas
will have to capture more than its proportion-
ate share of the forecasted growth of high-tech
industry.

With the prospects problematic either for
significant growth in the extant principal in-
dustries of Kansas or for attracting a signifi-
cant number of the most dynamic industries to
the state, the endemic problem of generating
sufficient jobs to mimimize unemployment
and the outmigration of workers—particularly - -
those with higher occupational qualifica-
tions—appears likely to continue.

This forecast suggests, in turn, that unless
past and present trends are reversed a
*‘chicken-and-egg’’ situation may develop
with a shortage of skilled labor hampering the
requisite growth necessary to accommodate
the growing labor force. Indicative of this
possibility is the fact that, in certain years
during the period 1978-82, the incidence of
CETA-eligibility among the more educated
workers in Kansds was higher than it was
among such groups nationally, particularly
among males, as shown by Table 3. In 1982,
the phenomenon was pronounced—all three
male Kansas groups with twelve or more
years schooling had a higher incidence of
CETA-eligibility than the corresponding
United States groups, and two of the female
groups with twelve or more years of schooling
had a higher incidence than the corresponding
United States groups. These data are espe-
cially significant in view of the fact, ar the
national level, there was a steady decrease in
CETA-eligibility from the least to the most
educated group, with each succeeding group
with more years of schooling being less prone
to CETA-eligibility than the group immedi-
ately below it in years of schooling.

In summary, the profile of employment



Table 4

Population Growth Rates (in Percentage)

Period U.s. Kansas Nebraska Oklahoma Missouri
1950-60 18.5 14.4 6.5 4.3 9.2
1960-70 13.2 3.2 5.2 9.9 8.3
1970-80 11.9 5.1 5.7 18.2 5.1

SOURCE: Bureau of the Census

patterns as impacted by industrial develop-
ment discussed in this section does not suggest
that the situation during the 1980s will change
markedly from that of the 1970s unless high-
tech developments in Kansas prove to be
substantially greater than present trends indi-
cate or the manufacturing sector grows much
more than anticipated. That is, it seems un-
likely that the quantity or quality of jobs
generated in Kansas will rise sufficiently to
reverse the pattern of outmigration or of a
shortage of appropriate employment oppor-
tunities for the better qualified individuals
unless deliberate steps are taken to change the
situation.

IV. The Current Performance
of the Kansas Economy

To describe what has happened in the last
five years to employment in Kansas, as well as
to suggest, by using employment as a barome-
ter for the state’s economic condition, why the
Kansas economy fell so sharply during and
recovered so slowly following the last reces-
sions, a method referred to as shift-share
analysis is telling. The starting point for such
an analysis is the fact that the rate of employ-
ment growth in a state can differ from the rate
of employment growth in the nation for two
reasons: 1) the industrial mix of the state can
be different from the nation, or 2) a particular
industry’s rate of growth may be different
between the state and nation. A state may, for
example, have a disproportionate share of
slow growing industries, yet these industries
may be growing at the same rate as their
national counterpart. On the other hand, a
state’s proportion of slow and fast growing
industries may be the same as the nation’s, yet
the particular industries may grow at a slower
rate than their national counterparts. Slow
growth, then, may occur for either of these
two entirely differing reasons; shift-share
analysis is a method to identify the cause. This
analysis will show that particular industries in
Kansas have, in general, been growing at a
slower rate than their national counterparts
and that the industrial mix is, practically
speaking, merely neutral in terms of its effect
on growth.

The data used to perform this analysis are
the November 1979 and November 1984 em-
ployment numbers for Kansas and the nation.
The period of November 1979 was chosen
because it is immediately prior to the down-
ward drift in Kansas employment associated
with the national recessions; the November
1984 follows the period of recovery and. as
such, gives an indication of the strength of the
state’s response.

The first calculation is to determine what
employment in Kansas would have been in
November 1984 if the Kansas rate of growth
in employment had been the same as the U.S.
rate of growth. To do this, the formula used
is:

E
US 84
Ex g4 = Ex 79

Eys 79

where, E is employment, K refers to Kansas,
US refers to the United States, and, of course,
79 and 84 refer to November 1979 and No-

vember 1984, respectively. Employment in
the U.S. was 90,552 thousand in November
1979 and 95,453 thousand in November 1984.
Employment in Kansas in November 1979
was 966.7 thousand. Plugging these numbers
into the above equation and solving gives
1,019.0 thousand. Thus, if the rate of the
employment growth had been the same in
Kansas as it was in the U.S. over this period.,
there would have been 1,019.0 thousand peo-

- ple employed in Kansas in November 1984, In

fact, however, in November 1984 there were
only 980.9 thousand people employed in Kan-
sas, a difference of 38.1 thousand.

Shift-share analysis will now be used to
separate this 38.1 thousand into the part that is
explained by the different performances of the
particular industries between Kansas and the
U.S. and that part that is explained by the
different industrial mix.

To calculate the former aspect. the formula
to be used is:

Ust 84

Eg'gs = Eg'og :
us' 79

where the interpretation of the symbols is the
same as above with the addition of *‘i"”
referring to particular industries.

This formula is used in the calculation of
Table 6. Column 1 is the actual employment in
Kansas in November 1979 in the indicated
industry. Column 2 is the actual employment
in Kansas in November 1984 in thé indicated
industry. Column 3 is calculated by using the
above formula. This column represents the
number of people who would have been em-
ployed in the particular industry if growth in
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that industry had been the same in Kansas as it
was in the U.S. Column 4 is the difference
between Columns 2 and 3. For example, it is
seen that employment in Stone. Clay, and
Glass was 8.3 thousand in November 1979
and 7.1 thousand in November 1984, If the
rate of employment growth in this industry
had been the same in Kansas as it was in the
U.S. in this period, 7.2 thousand Kansans
would have been employed in Stone, Clay and
Glass rather than 7.1 thousand. This pattern of
loss holds for two thirds of the subsectors in
the manufacturing sector and for the services
sector, as seen in Table 6.

Summing Column 4 gives -38.4. This fig-
ure means that, if the industries in Kansas had
grown at the same rate as their national
counterparts, employment in Kansas in No-
vember 1984 would have been 1,019.3 (980.9
plus 38.4) people employed rather than the
acrual 980.9.

The influence of the industrial mix can be
determined upon noting again that, if employ-
ment in Kansas and U.S. had grown at the
same rate, there would have been 1,019.0
people employed in Kansas in November

1984. The difference between 1,019.0 and
1,019.3 is insignificant. The different indus-
trial mix in Kansas and in the U.S.. therefore.
is not the reason for the slower Kansas
growth: the reason is simply that the industries
in Kansas grew more slowly than their na-
tional counterparts.

One problem that this analysis points to—
and that is evident upon examining the indus-
trial sectors and their corresponding data
listed in Table 6—is that the manufacturing
industries are not keeping up with the rates of
growth of their national counterparts. These
industries are, in general, high paying and
exporting industries, particularly so in Kan-
sas, and both aspects mean that jobs lost in
these - sectors initiate a significant ‘‘multi-
plier’” effect throughout the state economy.
For example, oné study has shown *‘that
employment changes in Wichita are multiplied
about 2.5-3.0 times as they diffuse through the
state”"—employment changes that in the last
15 years are directly traceable to the varying
performance of the aircraft industry in that
city. !

Conclusions to be drawn from this analysis,

Table 5

Percentage Ratio of Incidence of CETA-Eligibility

in Kansas and U.S.* (1978-82)

Years of Schooling 1978 1979 1980 1981 1982

Males and Females ;i

Less than 9 106 82 66 88 67

P 86 7 77 93 79

12 79 87 48 87 132

13 — 15 106 69 85 64 87

16 and over 119 112 91 76 155

Males

Less than 9 116 96 64 80 65

9 -11 79 77 65 108 85

12 53 74 65 97 116

13 =15 128 50 79 62 107

16 and over 180 143 27 62 193
Females

Less than 9 98 72 70 96 70

9-11 92 67 a3 82 75

12 95 94 38 81 139

13 - 15 90 83 92 66 72

16 and over 25 76 161 90 105

*“Incidence in Kansas as a percentage of incidence in the United States
SOURCE: Calculated from Current Population Survey

given its relatively short-term, descriptive
character, are necessarily tentative. However,
what is suggested is that the manufacturing
sector. which has become over time the prin-
cipal source of the state’s economic health.
was not strong enough either to resist or to
respond vigorously to the recessions of the
early '80s as a result. in great part, of the
cumulative effects of the debilitating long-
term trends described in this study's first three
sections.

V. Conclusions

The preceding discussion strongly suggests
that efforts to date have not blunted or miti-
gated the 'long-term stroctural changes that
have weakened the state's economic and de-
mographic vitality. To summarize, this study
foresees—without remedial action—the strong
likelihood that the key traditional industries in
Kansas will continue their evolving historical
record of declining and/or unstabie influence
and thar the traditional service sectors depend-
ent upon them will reflect their relative weak-
ness. Further, the demographic consequences
described in Section III are foreseen to con-
tinue as well, most notably the migration of
huiman resources either out of state or out of
rural Kansas to the state’s urban centers.
Perhaps, then. this report’s key finding in
respect to the call for action it poses is that
there have been no changes in the evolution of
these underlying conditions—conditions that
led to the state’s acute vulnerability to the -
1980 and 1981-82 recessions and that will
engender, unless changed, an above-average
impact with the next recession.

Given this description of—and forecast
for—the Kansas economy, several important
points for policy consideration present them-
setves.

* There is the pressing need to develop the
sense, the frame of mind, that economic
development is an imperative. Kansans are
not aware of the problem giving rise to this
need, its dimensions, nor its potential se-
riousness. There is a dearth of studies.
conferences. legislative committee hear-
ings, and the like that would focus on what
the problems are and what the policy
choices are to deal with them. The issues
are too complex, and the world is too
competitive, for ‘‘knee jerk’ reactions.
The alternative to growth will include, in a
relative sense, reduced incomes, fewer job
opportunities, an increased tax burden to
maintain roads and other infrastructure, and
lower quality education opportunities. to
name only some of the more widespread
impacts.

® Due to the lack of natural advantage, the
state effort will need to be integrated and



orchestrated to be efficient and productive.
It must necessarily transcend the traditional
approach of state agencies by narrow func-
tion and will need to enlist other organiza-
tions such as professional and labor groups.
local governments, and the universities.

The state needs to devise a multifaceted
strategy based on the premise that the po-
tential and needs of different regions of the
state vary. Within this framework, the need
exists to identify the strengths and attributes
that are statewide (e.g., location, educa-
tion, and productive qualities of the work
force) and those that are local and regional
(e.g., wage levels and labor availability)
and then to market these qualities in a
targeted manner by focusing on that subset
of industries that would be attracted to those
qualities.

While the attraction of industry to the state
is important, much future development and
job creation will come from homespun
entrepreneurship and small business devel-
opment as well as from the expansion and
modernization of existing industry. The
nurturing of the intra-Kansas potential is
less glamorous than competing for a full
participatory share of the new ‘‘industrial
revolution,”” but equally important and
promising.

® The state needs to include one of its best
resources—its universities—in the develop-
ment effort. It is not currently doing so in
any consistent or meaningful way.

It needs to be recognized, once the in-state
problems have been identified and the need for
an enthusiastic policy response acknowl-
edged, that the enemy (the state’s competition}
is without (other states) and not within (in
Kansas, west versus east, northeast versus
south central). Other states are mounting a
much bigger and much better effort than
Kansas is. If the state does not have the
resources to emulate the size of their pro-
grams, then Kansas must compete by being
better organized and more committed.
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Kansas.

* Richard Sexton and Robert Glass, "‘Instability in the
Kansas Economy, ' Kansas Business Review, Vol. 6, No.
4-5, March, April-May, June, 1983, p. 1.

Table 6

Estimate of Employment ‘‘Lost’’ in Kansas (Nov. ‘79-Nov. ‘84)

Industry
Kansas Actual Projected Difference
Employment Employment* Between Actual
Nov.79 Nov. 84 Nov. 84 and Projected
Manufacturing 203.2 177.6 193.8 —-16.2
Stone, Clay, Glass 8.3 7.1 %) e i
Primary Metals 4.4 33 3.1 2
Fabricated Metals 14.3 11.5 12.4 - .9
Machinery 37.3 27.3 36.6 B - 93
Transportation Equip.  57.0 45.0 54.6 — 9.6
Other Durables 12.4 11.3 12.1 — .8
Food and Kindred
Products 23.4 26.8 22.2 4.6
Apparel 3.7 3.5 34 1
Printing and
Publications 16.6 18.0 18.2 =
Chemical 9.1 8.5 8.7 - .2
Petroleum and Coal 4.7 3.3 4.1 -
Other Non-Durables 12.0 12.0 11.2 .8
Mining 14.2 18.0 14.6 34
Construction 52.1 43.8 50.5 - 6.7
Trans. Public Utilities 65.6 64.8 66.0 - 1.2
Wholesale Trade 63.5 66.8 67.8 - 1.0
Retail Trade 165.6 179.6 180.7 =~ 1.1
Finance 46.7 . 52.1 53.0 - .9
Services 167.4 186.0 203.6 —-17.6
Federal Government 25.9 26.4 26.0 4
State and Local
Government 162.5 165.8 163.3 245
Total 966.7 980.9 1,019.3 —38.4

*This column gives the KS employment in the industry if the rate of growth from
November 1979 to November 1984 had been the same as the US rate of growth in the

industry.

* See Kansas Annual Planning Informarion, Kansas De-
partment of Human Resources, 1983, p. 39.
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Introduction

Although I will talk a little about the eco-
nomic outlook, I would like to spend most of
my time discussing the budget situation be-
cause I think it is so vitally important to any
forecast for the year ahead. This focus on the
budget may actually show that economics is
not an entirely ‘*dismal science,’” though this
may come as a surprise to many of you in the
audience. In fact. we at the Congressional
Budget Office (CBO) are reasonabiy optimis-
tic about the outlook and, even, the budget
situation.

The Economic Outlook and the
Deficit

Although CBO forecast the kind of slow-
down and the rate of economic growth that we
have been experiencing recently (third quar-
ter, 1984), we actually think this development
is healthy for the long run, and we see only a

very small probability of a recession through
1985. Indeed. we believe the recovery will
continue. Moreover, while we expect a slight
rise in inflation next year. we don't view that
very modest increase as an interruption of the
current downward trend. Rather. the increase
results entirely from temporary factors, the
most important of which is the end of the
appreciation of the dollar which we forecast
for next year—a development we have as-
sumed year after year, I have to confess.
Nonetheless, we assume it again for next year
and assume also that unemployment will con-
tinue to fall.

What does this outlook mean for the deficit?
In 1984, the deficit was in the mid-$170
billions, and we expect it to stay at that level
for fiscal year 1985. After that, given current
law and the nature of CBO's economic projec-
tions (which essentially assume a repetition of
history), we see that deficit rising in absolute
terms. Getting very precise about 1989, which
one really shouldn’t do, we project a deficit of
$263 billion.

As gloomy as that picture is, however, it is
a lot brighter than the forecast we were
making as recently as last February. Although
it is almost a state secret, the Congress—in a
complicated and somewhat muddled way—has
been making considerable progress against the
deficit over the last couple of years. Two
years ago, for example, it would have been
reasonable to expect that defense spending
would have been much higher than it is today.
Congress also has nibbled away at Social
Security and civil service pensions. Granted,
they've been small nibbles, but those pro-
grams are so huge that even smail nibbles add
up to substantial savings. Furthermore. the
Congress has been very stringent with non-
defense, nonentitiement programs and has
passed four tax increases in the last three
years: TEFRA in 1982, the gas tax, the Social
Security payroll tax increases, and this year
the Deficit Reduction Act. This legislation has
had a big impact. Last February, for example,
we predicted the deficit rising steadily from
then on—relative to GNP—from about 5.0
percent to about 6.0 percent in 1989. In light
of those actions, we now expect it will hold
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close to 5.0 percent, quite a significant dif-
ference. That's all the good news, and it’s not
entirely ““dismal."’

But note that I said **not entirely’"; one also
has to relay the bad news. The bad news is that
although we’ve stabilized the deficit, we have
done so at an extraordinarily high level rela-
tive to recent history and certainly relative to
what one would expect when the economy is,
atter all, performing extremely well. More-
over, the basic characteristics of the budget
remain the same as they have been for the last
five or six years; indeed, really as they have
been since the mid-1970s.

In terms of growth items in the budget, the
two programmatic areas growing fastest are
defense, which I assume will grow at abour
5.0 percent a year in real terms, and health,
which is growing at a nominal rate of about 12
percent a year, or at a real rate close to 7.0 -
percent. Defense and health share several
interesting characteristics. Neither are deliv-
ered with utmost efficiency, and I would argue
that, even were both delivered with 100 per-
cent efficiency, they would still be very, very
expensive given the fundamentals.

The fundamentals in defense are the enor-
mous commitments that the United States has
to defend a great number of geographic areas
and (o maintain a strategic deterrent. In other
words, if you really want to debate the defense
budget, you should start a debate on foreign
policy; yet this subject does not seem to be
very “‘debatable” in this country. You can
debate our defense budget involving 3.0 per-
cent real growth or 7.0 percent real growth,
but I think, given the exigencies of our foreign
policy, you cannot debate whether growth
should be minus 5.0 percent or some figure
like that.

With health. the fundamentals are the aging
of the population and, perhaps more important
in the longer run, the aging of the aging as the
number of peope over 80 grows so much
faster than the number of people over 65.

Furthermore, I would argue that both de-
fense and health are affected by technological
change in a similar. rather ironic way. In most
businesses, technological change is a develop-
ment that saves money. In defense and health,
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The Eclipsed State

“WHEN ANYTHING IS GOING TO HAPPEN In this country, it happens first
in Kansas,” William Allen White, fabled editor of the Emporia Gazette, once
wrote. Kansas, he said, is “‘hardly a state but a kind of prophecy.”

On went the list of Kansas firsts: scene of fiery abolitionist crusades of the
18505 led by John Brown, who was executed after his abortive artack on
Harper’s Ferry; birthplace of the prohibitionist movement in America;
seedbed of the Populist party and embittered agrarian dissent; early and
strong adherent to Bull Moose Progressivism. 7

White wrote between the world wars. Today Kansas, home to 2,363,679
people in 1980, 31 percent more than in 1940, is scarcely the place where things
happen “first.” Indeed, nowhere on the American continent can the eclipse
of a region or state as a vital force—a focal point of creative change or
exemplar of national life—be felt so strongly and poignantly as in Kansas. If
the Plains States became an economic and political backwater in the postwar
years (a case not difficulr to document), then the slide into obscurity is all the
more tragic for Kansas, simply because she stood for so much and gave so

much to the nation in her earlier years.

William Allen White’s Kansas

As time goes on, White appears more and more as the pivotal figure of Kansas
history, the man in whom her strange voices of protest and conservatism,
ruralism and wise worldliness, all seemed to have been concentrated—and
whose death diminished his home state.

It was only 14 years before William Allen White’s birth, in 1868, that the
Kansas-Nebraska Act repealed the Missouri Compromise and opened the way
for proslavers and freestaters to fight it out for possession of the new land. In
the “Bleeding Kansas” of 185457 was held the dress rehearsal for the Civil
War; the state’s admittance to the Union as a free state in 1861 marked an
historic victory for a determined contingent of New England abolitionists
whose fierce piety would dominate Kansas culture for years to come.

In describing the peopling of Kansas, White emphasized the Yankee nature
of the blood flowing in Kansas veins, derived from the first wave of New
England settlers in the 8505 and later a wave of Union veterans and their
wives seeking free homesteads. Kansas, White noted, adopted prohibition and
advertised it to keep out “the beer drinking, liberty-loving immigrants from
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northern Europe which Kansas needed so badly to enrich her blood.” But
contrary to White, New Englanders were never numerically dominang in
1860, there were only 4,208 Kansans of New England birth compared to a total
of 78,539 born in other states. Francis H. Heller, of the University of Kansas,
points out that it took three tries to produce a state constitution, largely
because the proslavery and antislavery forces were so evenly matched. “Leav-
enworth and Atchison,” Heller notes, “are to this day as Southern in atmo-
sphere and outlook as if the Mason and Dixon line were at the Nebraska
border.”

Most of White’s childhood was actually spent in the little frontier town of
El Dorado, Kansas, some 60 miles from Emporia; visits by Indians, shootings,
lynchings, cowboys, open gambling, and wide-open saloons were all part of
life in the town. As a boy, White also witnessed prairie fires, tornadoes,
terrible droughts, and infestations of grasshoppers; and he watched thousands
" of “*mover” wagons carrying settlers toward the open prairie lands of western
Kansas. White's childhood and early professional years embraced some of
Kansas' historic reforms: state regulation of the freight and passenger rates of
the rapacious railroads, an eight-hour labor law, compulsory education, out-
lawing of child labor, control of oil and gas companies, “blue sky” legislation
to control investment companies, banking regulation, and pioneering in
women's suffrage.

At the age of 27 White purchased the Emporia Gazette; just a year later he
wrote the editorial that would make him famous, “What's the Matter with
Kansas?” As White saw it then, Kansas' trouble was a surfeit of free silver,
Democrats, and hell-raising Populists; under their domination, he said, Kan-
sas had become “poorer and ornerier and meaner than a spavined, distem-
pered mule.” In time though, White freely acknowledged his error in con-
demning the radicals of the 18¢os and decided Kansas suffered from toe much
conservatism. “Being what I was, a child of the governing class, I was blinded
by my birthright,” White wrote.

In the first decades of the century, White became a confidant of and
publicist for President Theodore Roosevelt and the Progressive Movement.
He backed American entrance into the League of Nations and ran for gover-
nor on an anti-Ku Klux Klan platform when the Klan reared its head in
Kansas. In the i930s, he helped launch Herbert Hoover’s and Alf Landon’s
prt:sidentia! campaigns; while remaining true to the GOP art election time, he
did support many New Deal laws to tame monopoly capitalism. Just before
World War I, he was an active opponent of isolationism. The Republican
party had no more influential and tenacious spokesman for moderation, liber-
alism, internationalism, and adaptation to changing nmes.

And yet it was White’s special sensitivity to human qualities that gave him
the power he had. In 1921, when White's daughter, Mary, only 17, died after
a horseback riding accident, the editorial White wrote for the Gazette, picked
up and printed throughout the land, established his national role as 2 sensitive
interpreter of life. After commenting on Mary White’s simple life, her pure,
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intense, girlish enthusiasms, her fight to get a restroom for the black girls al
her high school, her father concluded,

For her pallbearers only her friends were chosen: lier Latin weacher, WL Holwz
her High School principal, Rice Brown: her doctor, Frank Foncannon: her friend
W.W. Finneys her pal at the Gazette office, Walter Hughes; and her brother Bill
It would have made her happy o know that her friend, Charley O'Brien, the trath
cop, had been transferred from Sixth and Commercial to the corner near the churcl
10 direct her friends who came to bid her good-bye.

A rift in the clouds in a gray day threw a shaft of sunlight upon her coffin a
her nervous, encrgetic little body sank to its last sleep. But the soul of her, th
glnwing, gorgeous, fervent soul of her, surely was flaming in eager joy upon som
other dawn.

Increasing steadily in infAuence in Kansas and the nation at large, W hite live
on for two more decades. In 1944, a Chicago Sun reporter would send hi
report of White's own funeral: “In the cemetery, in the dying sun, under th
dead trees, William Allen White was only 2 tired editor gone home to gree
his litde girl.”

Kansas in the Shadows

By the sheer force of his personality and writing, White had kept Kansa:
name alive—if no longer as a driving polirical force, at least an an exempla
of the best of American life. Since his passing, the Sunflower State seems t
have slipped into the shadows. Occasionally a Kansan name appears 1N news
paper headlines across the country—Alf Landon reaching another birthday
his daughter, Nancy Kassebaum, winning election to the U.S. Senate in 197t
or Senator Robert Dole speaking out for the Republican cause.® I ansas als
makes news whenever the state considers revising its constitutional ban o
sales of liquor “'in open saloons”—and then rejects the idea, sending Kansar
back to their hypocritical private clubs. Butasa general rule, people or event
in Kansas are rarely of enough importance to be reported outside the state
borders. Kansas seems to have become an extraordinarily ordinary plact
unnoticed by most Americans.

Kansans, quite understandably, may take exception to our analysis. Afte
reading an early draft of this chapter, Francis Heller, of the University ¢

*Despite Kansas’ general national eclipse of recent decades, a special niche in the hearts of b
countrymen has been carved out in his twilight years by Alf M. Landon. Unfairly characterze
by Democrarts and many in the media as a colorless, standpat Midwesterner during and after b
disastrous race against F.D.R. in 1936, Landon did, in fact, imtiate the long process of reshapir
the Republican party from its Depression-cra neanderthalism into a broadened vehicle that cou
deal in rational terms with the emerging phenomena of big government, conservation, farm relie

and social security.



Kans'as, wrote: “I think you have very accurately perceived the stagnant mood
of the public scene in Kansas today. I wish you were wrong.” Perhaps, Heller
suggested, Kansas ought to be declared “a national monument, the best source
of quality human talent—most of it for export.” The University of Kansas has
produced an unusual number of Rhodes Scholars, Heller noted, bur today
those scholars are “scattered from Boston to Australia.” Perhaps, Heller con-
cluded, “Kansas is not the eclipsed stare, but the exporung state. Somehow
that sounds less deprcssing."

When one speuks of famous Kansas exports, the name of Dwight David
Eisenhower must head the list. Eisenhower spent his boyhood in Abtlene, that
litle Kansas city that had once been the great receiving station for the massive
cattle drives from Texas. His military career removed him from the Kansas
scene, though he did come back for rather frequent visits. Bur in Eiscnhower's
sclection for the Republican presidential nomination in 1952 an important role
was played by three Kansans: Roy Raberts, famed editor of the Kansas Ciry
Star; former Senate and Republican National Committeemnan Harry Darby;
and Senator Frank Carlson. This Kansas group recruited Eisenhower to run
for president and conceived the strategy of demanding openly approved rules
in an open convention and challenging the rigged Southern delegations sup-
porting Senator Robert A. Taft. Larer, Eisenhower chose Abilene as the place
for his Presidential Library and final resting place, to which he came in 1964,
But he had lived so many places and had been away from Kansas so many
decades that no one thought of him primarily as a Kansas president. There
was no “Kansas gang™ in the White House when he was president, and it will
be recalled that Eisenhower chose Gettysburg, Pennsylvania, rather than
Abilene, as his home for the last two decades of his life.

Since an aging Arthur Capper—a bactler for social reform and father of the
co-op banking system—stepped down in 1948, Kansas has sent few powerful
leaders to Congress. In the postwar years, Senators Frank Carlson, Andrew
F. Schoepel, and James Pearson were hard-working and thoughtful, but
low-key senators. Robert Dole, who ook over Carlson’s old seat in 1969, is
a tough ambitious partisan who singlehandedly fought his way up in national
politics to become the Republican vice presidential nominee in 1976 and, for
a short time, a presidential candidare in 1980. As chairman of the Republican
National Commirttee during the Watergate period of the early "7os, Dole
developed a rcpumrign as a highly articulate, self-appointed defender of the
Nixon administration. Dole’s wisc-crucking, strident image softened in the
early 1980s when Republicans took control of the Senate for the first time in
nearly 20 years. Suddenly one of the three most powerful members as chair-
man of the Finance Committee at a time of economic turmoil, Dole almost
overnight grew in maturity and stature as he helped achieve the compromise

to assure extension of the Voting Rights Act, resisted cuts in the food stamp
program, and wrote and nurtured the 1982 bill raising taxes over the OppOsi-
tion of many of his Republican colleagues. Part of Dole’s apparent concern
for the less fortunate stemmed from his own memories of the disabling
wounds he suffered in World War I and his dithcule recovery, bur he sl

believed that if the Republicans were gc)ing to be a majority party, they would
' out to broader constituencies. ' ‘ y
hatae/ii(l)m rf;i:h,_,xccptions, obscurity has been the fate of. i\anszs !uthjr ;:ic:]un:i
cians and its state government. Its U.S. ‘l-luus_;c delegation ha lt \cD ‘1530(::3(5
tage of often being 100 percent Republican in an cra when r;icd [meu e
controlled Congress. Kansas state government, actually c;;tm ed by l;:{e
list governors for a pericd in the turbulent 18gos, has sertle ox:mt to C;?énpmd
typicality in modern times. Take any measure of gover‘m‘mn pod Kyansas
performance—from taxation to services, p{gh\x'a)-'s to efducan(mwanf =
will rank about midway in the 5o states. The outstanding gov;.;r?(;r r((:dmmte
1940s onward was John A. Anderson, Jr. (:r)6l—f55), a ‘t‘h(‘mg tdu=1 ::veecin
who began major strides ir;1 rcflo? qf the state prison system an ping
o consolidate school districts. _
Pf(})\'g;i;:; ;)olitical history is inextricably bound'up with its r?cwsp-:zlper;. Fo‘;
decades, no influence could rival that of the Kansas City Star, edited an
printed in Missouri but carried wherever the: rails went, afl_q far_tf:er, 11'1::;
Kansas. (John Gunther had this to say ab9ut l\ar)sas Ciry, :\‘llls.s‘oulr:,f 1_?Sn:)ewn
the Star: “This great and extraordinary c:(y,_whl!c not _tht: capita ﬁ ; O
state, is in effect the capital of another, a situation without .P-afn;\;.e :; the
country.”) No paper now published or dnstnbuted in the state 0 b ,an.s
either the distinction or influence of papers like the old bmr;u.n ,(,rE:rs 300-
pound domineering editor Roy Roberts, who died in :()6:7, or :\ hm(:;j bmp[g::i
Gazette, John P. Harris’ Hutchinson News, or Ed Pit?we s Aic luon Gilo eth 5
power in Kansas today, close obser\:ers of the leg:s?ature r(iétci is w; i
banks, the power companies, and still to a substantial dcgrt.ci)f ?c r':‘ni l:inﬂu;
Among the farm groups, only the Fnrrfl Bureau can exert 5u hbt‘;lntf.z il
ence, but even it triumphs only when its stands coincide with those

economic interests named above.

The Economy: From Dust Bowl to Vegetable
Bowl and Industry

The strange irony of modern Kansas is rha.t while its nntionnal rotic l:ias d];[;’;li
ished, the life of its people has improved immeasurably 51nc::: the u: o
and Depression days of the 1930s. In t_hose lean years, the d_ust ‘?rl(:rlmsh O[md

so unremittingly across the High Plains that many lost t_hcxr f-‘m‘ in lt)lc_ ‘ f
Thousands fled the state. The situation was the WOrst in l’.ht: High 3_!!'{5 o

western Kansas, but serious enough in the Fhint f.hl!s region of center state
(an area of rolling hills with heavy grass cover) and in trad)m_ona!!y fnor_c nlm:st
and fertile eastern Kansas. But today, even on the H:gh Plains, an .lgncdu n.irc
of abundance has emerged through irrigatum, soil cqnscr.vnn_c.:!n.,’and“r;;:i
farming techniques. To be sure, High Plal_ns wcath?r sull bnng{sJ 1::1511' [s., el
and disease and drought such as the one in 1()3({ wipe out hundreds of ac
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in family farming with inflationary pressures and poor markets forcing many
farmers to sell out to big-scale corporate operations or land developers. Some
1,000 farms were lost between 1975 and 1981 alone. Depending on the year,
Kansas remains America's No. 1 or No. 2 wheat producer. In raw dollar terms
it is not wheat, bur livestock that produces a majority of the Kansas agricul-
tura! dollar. Thanks to federally aided construction of farmponds and irriga-
tion by subterrancan water, Kansas also grows cucumbers, tomatoes, carrots,
beans, even lettuce and cantaloupes on the High Plains that were once the
very heart of the dustbow!. But there may be a dark cloud on the horizon:
not rain, not a grasshopper plague like that of the "30s, but depletion of the
great Ogallala Aquifer.

Not normally included in government crop reports is one that thrives
happily in Kansas, when allowed: Cannibis sativa, berter known as marijuana.
The weed flourishes across the Plains States, but nowhere in such profusion
as in Kansas, where it was once planted intentionally by farmers who sold its
strong fibers to rope manufacturers. T'he Kansas name is *loco weed,” for its
giddy effect on farm animals.

Not all Kansas” wealth comes from its fields. Wichita, Kansas’ only serious
metropolis (pop. 279,272, metropolitan area 411,313), busily produccs jet parts
and general aviation craft, processes grain and livestock, mills flour, and even
refines some oil. Wichita was once an important point on the Chisholm Trail
over which Texas longhorns were driven north to the railheads of Kansas, and
its stockyards still process thousands of head of cattle a year. Wichita’s most

. prominent modern industry, however, is aerospace; Cessna, Beach, Gates,

Learjet, and Boeing are all in Wichita and produce a substantial portion of
the nation’s private and commuter airplanes. Wichita s a well-managed town
governmentally but has suffered from ongoing racial discord.

_ Kansas City, Kansas (pop. 161,087), the state’s second-largest city, inevitably
hvcs'under the shadow of its big brother across the river, Kansas City, Mis-
souri. Kansas City, Kansas, which used to live off the railroads and packing
houses, has maintained its strong industrial base by building the first industrial
park in the West and attracting food-processing, electronics, and automobile
assembly plants.

The Department of Defense spends about $1.2 billion in Kansas each year
at military instailations, including two that date back to the Indian wars of
the 19th century: Fort Riley, the home of the First Infantry Division, and Fort
Leavenworth, which houses the world’s largest tactical school for advanced
mi'litary training and is better known for its federal military and civilian
prisuns.

Kansas also has significant oil and gas production, an asset of no small value
in today’s world: studies of the late 19705 showed the state produced, in
aggregate, 134 percent of its energy needs, compared to only 21 percent n
Nebraska, or g percent in Missouri. And through decontrol of oil prices, state
government revenues were expected to climb $goo million during the 'Bos.

Economically, Kansas’ Achilles heel has been its southeast corner, known
as the “Kansas Balkans™ because of its varicgated East European ethnic base

and divisive, sometimes radical, politics. The arca aiso has a history of labor
discord in its coal, lead, and zinc mines. In the last 25 years, a 10-country
development group named Mid-America, Inc. has been so successful in at-
tracting industries that the unemployment rate is usually far below the na-
tional average, even if wage levels lag.”

A lot of rourist dollars are dropped by travelers on their way to or from
Kansas” western neighbor, Colorado; as they race across the prairies, a few
even pause to look at Holcomb, site of the mass murder of the Clutter fanuly
made famous by Truman Capote’s Iz Cold Blood. The more usual sights
include the Eisenhower Center at Abilene, Dodge City of Old West fame, the
Agriculrural Hall of Fame near Kansas City, the Wichita Art Muscum, and
recreational lands around federal reservoirs and lakes. If the tourists take the
time to look carefully as they drive across the Flint Hills region of eastern
Kansas, they will catch a glimpse of what the prairie was like before men tilled
most of it for fields of corn and wheat. “This arca contains what is possibly
the largest area of essentially untouched prairie anywhere on the continent,
with rolling hiils and flats and broad vistas, the original tall bluestem grass,
the magnificent wildflowers from spring into the autumn.

The Amazing Menningers

With logic that is hard to question, many Kansans regard the Menninger

. Foundation in Topeka as their state's most important insticution. The interna:

tionally known psychiatric treatment center has been run with an amazingly
practical and inventive bent by Drs. Karl and Will Menninger and their son:
ever since its doors first opened in 1919.

Clinical services have always been the backbone of Menninger programs
and more than 100,000 patients have registered since the sanitarium opened
Since the foundation can handle only about 500 adults and children as hospita
patients and another 12,000 on an outpatient basis per year, its directors havi
focused on preventive psychiatry, or put in a broader context, fostering th
mental health of society. The Menningers have led the way for psychiatri
involvement in industry, in poor ncighborhoods, in rehabilitation of crimina
offenders, and more recently in developing model group homes for neglected
children and finding unsubsidized jobs for disabled individuals.

We asked Menninger psychiatrists if there has been an increase in the rat

of mental illness in America since World War 1. Their reply was that i
*The Balkans city of Pittsburg plays an important, little known part in American life: it is th
home of “Pittsburg Personal Census Service Branch,” where the U5, Census Burcau keeps mor
than a billion Census listings—one for every household and its inhabirants in the nine Censu
counts from 19ou through 198o. Just by giving the name of the head of household, the Censu
year, and state, a person can obtain a certificate attesting 1o his age at the time of the Censu
his place of birth, race, and sometimes even his occupation—Ilegal proof, often unobrainab!
elsewhere, for inheritance and insurance claims, passports, Social Security and Medicare benefit

and naturalization.
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terms of classic psychoses and neuroses, apparently not. But there has been
a dramatic rise in the indexes of American divorces, crime, juvenile delin-
quency, illegitimate births, and drug use. “The very processes of living in
America today seem increasingly stressful,” the foundation’s J. Cotter Hirsch-
berg, M.D., told us. But Hirschberg is also concerned about our affluent
society’s tendency “to seek instant relief for whatever ails us by popping a pill,
by running to the doctor for the slightest complaint with a request for a
prescription.” As an alternative, Menninger psychiatrists are now promoting
the development of better “coping” strategies to relieve or manage stress,
including biofeedback training, which enables people to control or prevent
disorders such as hypertension, anxiety, and migraine headaches and to re-
duce the symptoms of asthmatic and arthritic patients. “Just as we are finding
that our national gluttony in energy is going to force us to change the way
we live, we also will find future availability of health care and the skyrocketing
health costs will force us to take some individual responsibility to change our
lifestyles to avoid illness,” Hirschberg said. Coming from the prestigious
Menninger Foundation, those were important and timely words for both the
mental health profession and society.




TRENDS IN KANSAS GOVERNMENT FINANCE

An analyaia of government financial trendas can provide
perapective from the paat and guidance for the future. It can
provide a broad picture of how resourcea are being uaed and how
they are obtained. Such an analyaia may indicate which programa
and which revenue asources are growing in importance and which are
declining. It facilitatea comparisona with the atates with which
we compete.

Financial trend analyaia will not provide the final anawera to
queationa regarding the effectiveneaa of exiating programsa nor
indicate what future prioritiea should be, but it often providea
useful evidence or auggesta hypotheaea for further inveatigation.
It is the first atep in analyzing the equity, economy and adecquacy
of a revenue aystem.

Thia compilation of data ia drawn largely from publicationa of
the U.S. Cenaua. Data are preaented in the atandard classifications
developed by the Cenaua Bureau. Although theae data have
weakneaasea, they are deaigned to provide a uaseful picture of what
government doea and where the money comea from. The standard
clasaification system alao facilitatea interatate comparisona.
Detailed analyaia of Kansaa finance will require that theae data be
aupplemented with more recent data which reflect the fund
atructure, government atructure and legal claasaificationa uased in
Kansaa--but it ia important to study the foreat before examining
the trees.

Glenn Fiaher

Hugo Wall Center for Urban Studiesa
Wichita State University

August 7, 1985



What do financial and employment data reveal about Karsas
governments and their course during the last 20/285 years?

Employment Data:

Full time equivalent employment in atate and local government
haa increased by 84.4 percent in 25 years. -
More than SO percent of all Kansaa state and local government
employees are employed in education.

The most rapid increase has been for police protection and
natural resources. Public welfare and education are next.

Only for the highway function are there fewer employees than in
1957.

State government employment has grown more rapidly than has
local employment.

Expenditure Data:
In the twenty years 1962-82 state and local government
expenditures in Kansas have grown by more than 500 percent.

More than 25 percent of all Kansas state and local expenditures
are for elementary and.-secondary education.

Higher education, highwaya and public welfare each account for
10 to 12 percent of atate and local expenditurea. Higher
education and welfare expenditure have grown more that 650% in
twenty years. Highway expenditure have grown lesa than any
other category.

Interest on general debt was the most rapidly growing
expenditure category. Other rapidly growing functions are:
health, other administration, and parks and recreation.

State and local government expenditures have increased slightly
more rapidly that personal income in the state. In 1962 such
expenditures were equal to 14.3 percent of personal income. In
1382 they were equal to 15.4 percent.

Only highway expenditure, expenditure on elementary and
secondary education and expenditure on sewerage and sanitation
have declined as a percent of personal income.



Revenue Data.
The property tax provided 40.8 percent of state and local tax
revenue in 1982, It remains the largest single revenue source,
but ita share ia down from 56.1 percent of tax revenue in 1962.

The state income tax (individual and corporate) was the second
largeat source of tax revenue. It is also the most rapidly
growing source--up more than 1400 percent in 20 years.

The atate asales tax hasa grown only slightly faster than
peraonal income and, in.1582, provided 18.9 percent of state
and local revenue.

The motor fuel tax was the sloweat growing revenue acurce.

Five taxes have declined as a percent of personal income. They
are:

Motor fuel taxes

Motor vehicle and operator taxes

Property taxes

Other zales and groas receipts taxesa

(Includes liquor and cigarettes taxes)
Other atate taxea.

Taxes as a percent of peraonal income have declined frem 10.3
percent in 1962 to 8.8 percent in 1982.

Chargea and miacellaneocua revenuea (includea intereat earning)
have increased faater than any revenue acurce, axcept income
taxea. Chargea and miacellanecua revenuea produce more revenue
than any tax. [Note that some of this revenue, such as
dormitory feea at univeraitieas, may not be available for
general uael

Revenuea from the Federal Government roae throughout the
period, but declined aa a percent of income between 1977 and
1982.

The Advisory Commisasion on Intergovernmental Relations
calculation of tax capacity and tax effort ahows that aince
1975 Kansas tax capacity has been well above the national
average and that tax effort haa been well below the average.

According to the ACIR calculationa, the property tax ia the
only major tax for which the Kansas "effort’ ias greater than
the national average.

Per capita taxea in Kansaa are lesa than in Colorado, Nebraaka,
and Oklahoma, but asubatantially more than in Misaouri. Kansas
ia also below the national average.
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Fuli-Time Equivalent Emoloyment of Kansas State and Local Goverrment

Education

realth and Hospitals
Hicghways

Police Protection
cocal Utilities

Puplic Welfare

Katural Resources

Local Fire Protection
Sewerage and Sanitation
Otner and Unallocanle

TOTAL

Etate Government
Local Government

By Function, Selected Years, 1937-1982

April
1557

32,991
7,042
8,961
2, 424
2,525
1, 401
e
1,32

369
9,693

£8, 464

17,662
50, 802

Jctober
1962

40,874
8,257
- 9,427
2,938
2,822
1,672
4, 754
1,491
1,121
3,210

79,576

21, 164
58, 410

October  October
1967 1972
49,794 56,694
11,286 11,741

9,287 3,201
3,498 4,450
2,761 2,730
& 129 2,397
2,282 2,299
15754 g2, 480
1,320 1,304
11,897 14,104
95,448 107,400
27,891 31,595
67,537 75,801
Wsu

October
1977

B4, 712
13,033
8,888
5,246
3, 101
3,030
2,582
1,823
1,683
19, 414

123,521

37,928
85,533

{ctoper
1982

67,717
13,224

8,203 .

5,933
3,293
2,506
2,556
2,303
1,607

18,524

126, 266

38,627
87,639

Percent of Increase

Total
{1982)

53. 6%
10, 5%
6. 5%
4, 74
2.6%
2.34
2.04
1.8%
1.3%
14,74

100, 0%

30. 64
69. 44

37-82

105, 3%
87.8%
-8. 3%

144, 8%
30. 4%

107. 4%

125, 8%
73. T4
63. B%
91. 1%

B4, 4%

118,74
72. 5%
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Experditure, by Function, Kansas State and Local Bovernments
Selectec Years, (9A2-1982

Elementary and Seconcary Ed
Higher Education
rilghways

Public Welfare

Hospitals

Interest on General Debt
Other Administration
Poiice Protection
Cewerage and Sanitation
Firancial Adm.

Heaith

Local Fire Srotection
Farks and Recreation
Cther Education

Cther and Umailccable

HELS

Elementary and Secondary Ed
Higher £ducation
Highways

Public welfare
Hospitals

Interest on General Debt
Other Administration
Police Protection
Sewerage and Sanitation
Fimancial Adm.

Health

—ocal Fire Protection
Parks and Recreation
Other Educatiom

Other and Unallocabie

TOTAL

1562

$217,682
70,304
158, 832
57,695
43,283
21,655
14,596
16,478
20,177
12,570
6,661
3,230
5,286
4,347
63,524

1366-67

$318, 190
133,418
186, 461

. 71,263

63,652
24, 141
17,392
22,399
16,528
16,515
8,494
11,366
10,037
3,839
109, 446

1971-72

(Expenditure in 1,000's)

$455, 524
223,003
259, 120
111,984
100,833

33,527
33,124
38, 846
23,246
20,787
13, 840
18, 168
13,374
18,375
189, 446

1976-77

1981-82

$724,236 $1,118,054

350, 437
347,035
296, 338
227,456
65,535
65,053
73,334
61,429
45, 493
37,030
33,128
27,268
27,979
376, 662

532, 305
508, 75!
464, 503
332, 830
258,510

148,212 .

125, 106
109, 172
93, %02
73, 156
54,508
52, 861
33,638
483, 168

$722,920 1,019,741 51,564,197 $2,758,474 $4, 358,816

4, 304
1.40%
3. 144
1. 14%
0. 85%
0.43%

0.29%-
0,334

0. 40%
0.25%
0.13%
0. 18%
0, 10%
0.09%
1, 26%

14,29%

Source: U. 5. Census of Governments

=

4, 80%
2.01%
2.81%
1,074
0. 96%
0. 364
0.27%
0. 34%
0.25%
0. 25%
0. 13%
0. 174
0. 13%
0. 15%
1.654

15. 384

Percent of Increase

Total
(1982)

25, 6%
12.24
11, 6%
10, 2%
7.b%
3. 9%
3. 4%
2,9%
2. 3%
2. 1%
L7A
L.z
f.2%
0. 8%
L1

100. 0%

{Expenditure as Percent of Personal Income)

4, 46%
2. 16%
2.33%
1.09%
0. 98%
0. 39%
0.32%
0. 382
0.23%4
0. 20%
0.19%
0. 18%
0,134
0. 18%
1.85%

15.25%

4,374
2 11%
2.09%
1.79%

1,374

0. 40%
0. 39%
0. 4%
0.37%
0. 27%
0. 22%
0. 20%
0. 16%
0. i7%
2,274

16. 654

3.99%
1.88%
1.80%
1.57%
l.18%
0.91%
0.352%
0. 48%
0. 39%
0, 33%
0. 26%
0. 19%
0.19%
0. 12%
f.71%

15, 4%

1962-02

413.6%
650. 74
220, 3%
670, 4%
869, 1%
1093. 8%
315,44
659, &%
441, 1%
647, 2%
998, 3%
430. 6%
500. 0%
673, &%
660, 6%

304, 3%

-8, 34
34, 1%
-42, 8%
37.6%4
37.3%
113,2%
81.3%
35.6%
-3. 44
33, 4%
96. 1%

3. 5%
78, 6%
38. 4%
35, 8%

7.5%
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Aevenue, by Type, Kansas State and Local Goverrment

Selected Years, 1962-82

Percent

{362 i%66-67  197i-72  1976-77  19B1-B2 of Total

{1982)

(Revenues in {,000's)
Froperty Taxes $230,789  $360,487 $514,754  $693,058 41,016, 146 22, 6%
Income Taxes 36, 060 94,959 128,458 331,883 542,370 12, 0%
State Sales Taxes 79,765 118,160 179,557 326,708 470,762 10.5%
Motor Fuel Taxes 42,833 51,898 89,737 119,001 116,416 2.6%
Other Sales & bBross Rec. 22,463 35, iee 55,233 74,950 108,625 2. 4%
Local, Non-property 8,807 10,056 18,694 42, 364 98,016 2.2%
Moior Vehicle & Operator 24,587 30,980 4, 442 61,3539 74, 341 1.7%
Other State Taxes 13,897 15,428 21,396 39, 487 86,052 1.5%
Total Taxes 518,601 717,094 1,049,33! 1,688,380 2,492,728 55, 44
Charges & *isc, 110,454 188,448 299,151 541,209 (,271,79% 28. 2%
From Federal Bovern, 53,623 158,510 287,388 547,745 737,861 16. 4%
TOTAL $722,718 1,064,052 $1,636,470 $2,777,914 $4,302,385  100.0%
PEXSONAL INCOME (million 5058 663z 10260 16372 28325

froperty Taxes 3. 734
Income Taxes 0. 71%
State Sales Taxes 1,384
Motor Fuel Taxes 0, 854
gther Sales & Gress Rec. 0, 44%
Local, Nom—property 0.17%
Fotor Vehicle & Cperator  0.49%
Other State Taxes 0. 26%
Total Taxes 10.25%
Charges & Misc. 2. 18%
From Federal Govern, 1.85%
TOTAL 14,294

Source: U.5. Census Bureau

GWF

J. 44%
1.43%
1. 784
0. 78%
0.33%
0, 15%
0. 47%
0.23%

10.81%

2, bax

2. 39%

16. 04%

3. 024
1.25%
1.70%
0.874
0. 54%
0.18%
0. 40%
0.21%

10, 23%

2. 92%

2. 80%

13.95%

WSl

4. 18%
2. (0%
1.974
0. 72%
0, 45%

0.26%
0.37%

0. 24%

10, 19%

3.27%

3.31%

16. 76%

(Revenue as Percent of Personal Income)

3. 59%
1.91%
1.66%
0.41x%
0. 38%
0. 35%
0, 26%
0.23x%

B.W

4, 43%

2. 60%

135, 50%

Increase
1962-82

249, &4
1404, 1%
430, 2%
171. 8%
383.6%
1012,
202. 4%
396. 74

380, 7%

1051, 0%

688, {4

323, (%

-37.6%
168.6%

S 4%
-51. 5%
-13.6%
98, 7%
=46, 0%
=11, 3%

-14.2%

105, 3%

40,74

1.2
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PER CAPITA REVENUE AND EXPENDITURES
Kansas and Surrounding Statea, 1981-82

KANSAS Colorado Miassouri Nebraska Oklahoma

Property Taxes S$429.84 s418,91 $233.00 £449.40 £181.73
Other Taxes 624.61 772.26 613.41 599.35 1,037.29
Chargea and Miac. 537.98 576.76 328.35 552.56 578.24
From Federal Gov‘’t 31z2.12 375.31 314.90 316.85 317.28
TOTAL REVENUES £1,904.55 52,143.24 £1,489.66 £1,918.16 £2,114.54
Education Expenditure s712.38 £821.22 £530.91 £729.57 s727 .96
Highway Expenditure 215.21 180.25 127.08 232.42 l66.22
Welfare 188.03 1398.16 161.62 159.00 228.13
Health and Hospitalsas 171.77 173.65 167.52 182.82 206.51
Other and Unallocable 560.67 648 .84 444,46 512.99 S558.14

TOTAL EXPENDITURES 81,848.06 52,022.12 =£1,431.59 £1,816.80 =51,886.96

Full Faith and Credit £5475.99 5689.69 £279.75 8503.42 5564.51
Nonguaranteed Debt 1,550.55 1,179.32 677.29 2,632.25 1,096.20

TOTAL DEBT £82,026.54 2£1,869.01 5?57.04 83,135.67 51,660.71



Kansas

Index Points

Dollars Per Capita

62

Total Tax Capacity and Tax Effort

1975-1982
140

130+

1201+
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801 =
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1975 1977 1979 1981 1982
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400
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CALIFORNIA POLICY CHOICES, 1984
EXECUTIVE SUMMARY

Policy choices by Calilornia governiments are crtical (o the people of this
stale. They influence economic aclivities, shape careers and lifestyle oppor-
tunities, control acquisilion and use of properly, establish noims of legal
behavior, and judicial and correclional systems lo enforce those norms They
also result, lor example, in a myriad of services, ranging lrom police and lire
prolection through control of the safely of work places and prolection of the
environment.

California Policy Choices is an annual, edited volume seeking Lo improve
public policy choices made in Calilornia political syslems. It does so nol by ad
vocaling particular policy choices, bul by analyzing the consequences ol
choices already made, by increasing knowledge of lorces shaping Calilornia,
and by analyzing choices available for the lulure. Rarely is 4 prelerred choice
identified. More commonly, the analysis seeks lo understland the conlext ol
choice, including resulls obtained through previous choices, and to idenlity
and evaluale available allernatives.

The inaugural issue ot California Policy Choices contains len chaplers,
brietly sutnmarized as follows.

I. California Policy Cholces analyzes public policy processes in Calilornia
and examines the contribution that an annual volume such as Californiia Policy
Changes can make lo improve public policy choices. Policy choices are nol
made in a perleclly rational manner in a context of consensus and cerlainly
Instead, public policy choices are made in a contex! ol conllict, uncerlainty,
error and change. Ideally, learning occurs over time, and policy choices
ultimately result in creation of a widely-desired future. Achieving such a
desired future through public policy choices is the crilical role ol political
systems, the most encompassing institutions available in society lor exercise
of collective choice.

* Any policy choice consists of lour faclors:
—a goal, a desired fulure slate of aflairs
— an understanding of the causes ol this problem
—development of a siralegy to achieve lhe goal
—mechanisms to carry oul the strategy

* Policy-makers sometlimes seek lo shorlcut this complexity by relying on.
— habit
—ideology
— partisanship
—fad

+ These shoricuts often resuit in several defecls in policy-making:
— inability to achieve the policy goal
—wasle of resources i
—barriers to luture policy choices
—diminished capacity of the political system 1o make choices

+ To improve policy choices, officials and the public should:
—recognize complexilies of policy choice-making
—avoid premature closure upon a policy goal and remedial siralegy
Xv



—use exisling data, simple calculalions, and available theory to inform
policy choices

* Calilornia Policy Choices seeks 1o improve policy choices made in Calitor-
nia by:

-—pioviding longer-term, broader-ranging analyses of consequences of
previous choices and of available choices than are currently
available

—providing these analyses (o policy-rakers, their slafls, mass media,
and university and college classrooms

The chapler is authored by Prolessors John J. Kirlin and Donald R. Winkler
ol the School of Public. Administration, Universily of Soulhern California, and
co-edilors of this volume

Il. The Fiscal Context of California Policy Choices analyzes revenues and
expendilures of California goveinmenls since 1969-70, and fiscal policy
choices confronling the state in the next few years.

* While Proposition 13 and ather voler-approved inilialives have reduced rev-
enues available lo California governments recently, the important pat-
lern is of jncrease until 1977-78 and then decrease in response to cycles
in perfarmance ol the Calilornia economy:

— in per capila, constant-dollar lerms, revenues and expenditures of
California governments in tolal pedked in 1977-78 and now roughly
approximate levels of the mid-1970s

~— lolal revenues and expendilures of Calilornia governmenls slill ex-
ceeded lhe nalional average, both in per capila and per $1,000 of
personal income basis in 1981-82, buf less so than in 1977-78

— recession-caused shortialls of revenues are particularly troublesome
lo the Stale government because il derives mosl of its revenues
from taxes, especially from the sales and personal income. taxes,
which fluctuale with perlormance of the econormy, in 1982-83 stale
revenues fell $2.8 billion short of the projection of the governor's
budgel (prepared in January 1982)

— lhe Slate‘ palched over this revenue shortfall by lour extraordinary
slrategies:

— accelerated lax collections

— diverling money from special funds

— delaying capital projects

—— reducing subventions 1o cities and counties

— cilies, and lo a lesser extenl, counties, coped with loss of revenue
caused by Proposilion 13, recessionary impacls upon sales lax
receipls, and reduclions in state aid by generaling more revenues
Irom special 1axes, fees and charges, and assessments — all aller-
nalives to general laxes

¢ Among major conclusions concerning the current liscal situalion of Califor-
nia governments are:
— the State is now the dominant policy-maker:
—in 1981-82, Ihe State collecled 57.6 percent of tolal own-source
revenues of all Calilornia governments, up from 45.5 percent in
1965-70
— lhe Slate transfers aboul one-third of its revenues 1o local educa-
lion and counties for expendilure
A

—Sitate policy-makers have been unable 1o provide a premcl«.:blu
ievenue base for local governments lo replace thal lost by FPro-
position 13 ) ) 7

—~When adjusted tor inflation and population changes, the n;rapundiluma
ol the state and cities have mcreased, K-12 education has held
sleady, counlies have declined modestly and communily colleges
dropped by a quatter.

e Three future fiscal policy choices are analyzed.

1) alternatives 1o general laxes: . _ N

—general taxes, broadly imposed with proceeds going inla genum
funds (such as personal income, sales and properly taxes), r_mve
declined in importance: they provided 70 pf:ercen! al lotal own-
source revenues to California governments in 1969-70, bul only

60 percent in 1981-82 R

fg??il‘:é $13p? billion in aaditional revenue received by Calilornia
governmenls in the 1977-78 through 1981-82 penod. laxes
generaled only $56 billion; non-lax sources generaled $8.1
billion ) 7 7

—fees and charges, enlerprises and “olher” revenue provided
51.3 percenl ol cily and 26.9 percent ol county rgven{ws n
1981-82, up from 394 and 16 B percent respeclively in 1977-78

—in conltrasl, the Slale generaled only 11 percent of ils revenues
from these sources in 1981-82, up modeslly from 8.5 percent in
1977-78 _

—it the Stale and local education could increase revenues lhey
derive from alternatives 1o general taxes, their revenues would
lluctuale less in response lo economic cycles

2) Slate-local fiscal relationships should be restructured lo salisly three

criteria: ) . B

—recognition of the critical choice-making tunctions ol cities and
countites, especially concerning land-use, and provide ap-
propriate fiscal resources and incenlives (o protect those func-
tions -

—achievement of long-term prediclability for both local govern-
ments and the Stale ‘

— provision of sufficienl resources to cover the most important ser-
vice provision responsibilities of both local governments and the
Stale - ‘

3) Theories underlying policy and program design need 1o be relormul-
aled to meel iwo challenges: )
—substantial increases in revenues available to Calilornia govern-

menls are unlikely, but neither will pressure lor _pubhc policies
diminish, ways must be found to achieve colleclive goals other
than the traditional public bureaucracy funded by general laxes

—revenues are cyclical, increasing and decreaglng even in lhe
absence of explicil policy choice, while expendilures tend 10 in-
crease sleadily, and are modified through explicil policy choice;
lo mitigale these imbalances, policy-makers should make
revenues less cyclical (by use of fees and charges, lor example)

or make expenditures more cyclical (direcling "surpluses lu‘
AV



capilal inlrastructure or underlunded public pensions, for exam-
ple)

John J. Kirlin is author of this chapler -

IIl. The California Ecanomy: Changing Structure and Policy Responses ad-
vances the argumenl that the California economy is now “maluring’ wilh the
consequence that crealion of jobs and income 1o meet expeclations of Califor-
nians over the balance of the nex! lwo decades will severely challenge policy-
makers. The melaphor of transilion from a youlhful, dynamically-growing
economy 1o a malure economy — in which not only are the major directions
for growth of the economy eslablished, bul currenlly advanlaged social and
polilical forces significanlly inlluence future economic decisions — is an im-
perlecl melaphor, as are all melaphors. Bul il illuminates imporlant changes
in the California economy. The chapler is divided info lour seclions:

1) Ecanomic Growth: Production, Employment and Income:

* California’s estimated gross product has approximalely doubled in real
lerms since 1960 and accounts lor aboul 12 percent of the national
gross producl

adjusted lor inllation and population changes, the annual compound
growth rales of Califarnia fagged behind the total U.S. in the 1950s
(1.0 percent for Calitorria vs 1.3 percenl for the U S.) and in the
1960s (1.8 vs. 2.6 percenl) and have only very slighlly exceeded the
nalional average in the 1970s (2.1 vs. 2.0 percent)

between 1950 and 1980, California’s labor lorce grew by more than 250
percent (1o more than 12 million people), versus a national growlh
of aboul 170 percent.

* while personal income per capila of Calilornians exceeds the natienal av-
erage, the margin has fallen from 123 percent in 1959 (1hird highest
among all slates) to 114 percent in 1979 (fifth highest)

disturbingly, median family income in California is now only 121h highest
among slales, and 15.2 percent ol children under age 18 were in
famnilies wilh incomes below the federal poverty line in 1979, an
enarmous increase from 12 9 percent in 1969

2) The Changing Structure of Production and Employment:

. Ca!ilotn_ia's economy is far down Ihe road o! maluration from primary ac-
tivity (agriculture and mineral exlraclion) through secondary aclivi-
ty (manulacluring) 1o lertiary aclivily (services)

* by 1980, over 69 percent ol non-agricullural employment in California
was in four major terliary sectors (wholesale and relail trade;
finance, insurance and real eslate, services: and government), and
only 20 percenl was in manufacluring

® lIrade, finance, services and governmenlt accounted for over 76 percent
ol the nel growth in employment between 1970 and 1980 (2.2
million of 2.9 million net new jobs)

¢ high-tech seclors, electronics and inslruments, were the most rapidly-in-
creasing manulfacturing employment, but lhey crealed less than
lv;r;ghirds as much ermploymen! as medical services alone in the
1970s
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s manulacluring is still imporlant 1o the Calitornia econoiny
Calilormia ranks lirst among slates in manulactuiing employment,
in value added, and in value of shipmenls

e in 1980, average eamings per employee were about 40 percent tugher
manutacluring than in service, and twice those in teldil lrade

3) Economic Development: Prospects and Consltraints

« California’'s huge market is subject to fierce foreign competition

e California remains innovalive in production and consumption

e |0 provide employment and income |0 meel expeclalions ol a growing
population {both from natural increase and immigraltion), Galilornia
musl grow )

« it employment is to grow 2 percent annually, a conservalive piojection
well below historic averages, Califarnia will have 10 Creale tive

million net new jobs belween 1980 and 2000, requinng crealion of a

lotal of about 20 million new jobs lo also offsel losses ol exishing

jobs

s |wo likely sources lor economic growth and employment are high lech
manulacturing and finance and business services, butl they are
unlikely 1o provide enough jobs or high enough incomes 1o meel ex-
peclalions

« gleclronics, aerospace, and bioengineenng now account o1 a (otal of
500,000 jobs, about one-fourth of all manufacturing jobs, and are
growing

e however, there are disadvanlages and weaknesses o high-lech
manulacluring:

a) not all areas are altractive 10 high-tech firms; Calitornia is bless-
ed wilh lwo (Santa Clara Valley and Los Angeles/Orange County),
bul may nol be able lo develop more

b) as produclion processes become standardized, €lectronics
manulfacluring tends 10 move 1o low labor-cosl locales, including
oulside lhe U.S.

c) electronics manulacturing requires a higher percenlage ol
technical and professional workers than typical manufacturing,
and pays them well, bul actual produclion work is highly
routinized, is relatively low-skilled, and commonly pays below (he
average wage for manulagturing labor

d) high housing cosls may threalen viability of high-tech manufac-
turing al its present core locations

s Calilornia may be well-poised o exploit growth in the services seclors ol

Ihe economy, Possessing:

a) advantageous geographical location for the Western US and
the Pacific .

b) the strongest venlure capital market in the world

c) major enlerprises whose product is services have emerged in
Calilornia

d) whole new producls, such as compuler sollware, are In-
lermediale belween services and conventional products

&) San Francisco and Los Angeles are major linancial cenlers
XIx



* however, the services seclor also has weaknesses:
a) !hese lirms typically employ a lew highly-paid and many low-paid
individuals
b) olfice aulomation may reduce employment, although increasing
produclivity and wages in his seclor
c) allice expansion in downtown locations may be curbed, and
while suburban office construction is now growing, that oo may
be curbed in ime
* whal aboul agricullure as a growth sector?
—wilh associaled processing, agricullure employs 500,000 in-
dividuals
—this seclor 1s @ highly-productive combinalion of individual enter-
prise and collectively-provided, subsidized irrigation water
—overall, agriculture 15 unlikely 1o provide much net new employ-
mcn_al. as il encounters. resislance to new subsidized water
projects, shills fiom labor 1o machinery, lierce foreign com-
pelition, and new spurlts of productivily.

4) Policy Choices for California:
* now lhat California has succeeded in developing a dynamic economy
lqmwlh cannol be lurned oll vithout greal cost and social disloca—‘
ion
* California’s population will increase. regardless of public policy choices
Ihe dilemma encounlered is thal il sulticient jobs al good incnmeé
are providid to meel expectations, further population increases will
resull as migrants are attracted
* one choice, thus, is tor or against growth: bolh mean injuslice, as not alt
benelil equally and some will suffer under either choice '
* what may be done. if growth is accepled:
a) direct capital granis and olher incenlives lo places allowing
growth
b) develop a \wo-track jobs/economic development stralegy: one lo
crga!e conditions allractive to growing firms, and one to retain
existing jobs
¢) consider “'nurluring’” growth ol a new melropolis in the Central
Valley
d) develop a qualily labor force, remedying the degralation of
educalional performance of the stale's public elementary and
secon_da:y schools (for example, in 1982, only 68.9 percent of
the ellgiple-age group gradualed from high school, versus 79.9
percent in 19/2); among oplions are lraining opportunities/re-
quiremenls for dropouts, increased lunding of educalion: and
perhaps deregulation of public schools through a device such as
vouchers.

Prolessor Michael B. Teilz ol the Depe i i i
. ‘ i B. partment of City and Regional Plannin
University ol California, Berkeley, is aulhor of this chapler. e "

IV. The Ravanua.Slruclure of California State and Local Government: A
Framework for Choice describes recen| changes in the Calilornia tax struc-
XX

lure, develops four crileria lor evalualing increases or decreases 1n lax
revenues, and lthen analyzes several possible policy choices regarding
changes in revenues using those crileria.

e changes in Cahfornia’s revenue slruclure:

—-increases in slate personal income laxes and Lank and corporabion
laxes in 1967, enacled in response 10 recession-induced revenuc
short-falls, generated large revenue increases as the economy re
bounded and intlation pushed laxpayeis inlo higher incone Lux
brackets

—in the decade belore passage of Propasition 13, many atlempls were
made o reform the properly lax

—belween 1967 and 1979 the properly lax on business invenlones was
gradually eliminated

-—lhe sales lax rale was increased in 1972 and small addilions made o
Ihe sales lax base since 1967 A

— lhe personal income lax burden of individuals increased over Ihe past
15 years as maximum lax rales increased, withholding accelerated
tax -paymenls (and increased compliance), and inllalion-caused
bracket creep

—bank and corporalion lax rales were increased in 1967, 1971 and 1972

— Proposilion 13 reduced properly laxes by $7 billion, but resulled in
higher personal and corporale income lax payments lo both lederal
and slale governmenls

* lour criteria are appropriale far evalualing changes in revenue struclures ol
governmenls;

—efliciency in the use of sociely’s resources, changed as a resuil of
subslituling collective for individual decisions, and by businesses
and individuals altering their behaviors in response 1o laxes

—administrative efliciency, the governmental casls of collecting rev-
enues and privale cosls of complying wilh lax laws.in proportion o
revenues raised

—equity, the relative distribution of 1ax burden among calegories ol lax
payers, such as income-earners, consumers, owners ol capilal, or
businesses, bul most importantly by income and weallh distrnibu-
tions of individuals, who ullimalely bear any tax

— political and administrative feasibility of implementation

s the elliciency and equity ellecls of four recent California tax changes (Prop-
osition 7, indexing the personal income 1ax; Proposition 6, abolishing
the inherilance lax; and increases in currenl sefvice charges by local
governments) are complicated and no comprehensive analysis ol Ltheir
impacls exisls.

¢ lour compeling premises regarding Ilhe revenue struclure of Califoinia
governments lead lo compeling policy proposals:

—when Ihe premise is Ihal long-term Stale governmenlt reévenues are 100
low, the policy proposed is a permanent increase in revenues,
achieved by increasing tax rates, expanding the lax base, or in-
lroducing new revenue sources



—when lhe premise is thal long-term Slale governmenl revenues are 100
high, the policy proposed is a perrnanent reduction in revenues,
achieved by decreasing lax 1ales, shrinking lhe lax base, or
eliminating existing taxes or charges

—when the premise is thal cyclical revenue shorlfalls are 1o be avoided,
the proposal is for lemporary revenue increases, achieved by bor-
rowing lrom special lunds, accelerating revenue colleclions, qr in-
lroducing automatic budget slabilizers

—when the premise is lhal Slale government is too powellul relative to
local governments, the proposal is lo permanently increase local
governmenl revenues, achieved by increasing local laxing powers,
shifling stale revenue sources 1o local governmentls, or increasing
direcl slale aid 1o local governments

* An extensive analysis of eighl aiternalive policy choices is presented: four
lo raise revenues, two o reduce revenues, and allocation ol a portion
of the Slate's share ol the sales lax to local governiments under Iwo
formula

This chapler is authored by Prolessors Jeflrey |. Chapman and Donald R.
Winkler, of the Schoal of Public Administraton, University ol Southern Calilor-
nia.

V. Relorming Political Finance analyzes the impacts of Calilornia's
Political Retorm Act of 1974 (Proposition 8) upon campaign finance, discusses
why campaign finance is again an area of pressure for new policies, and ex-
plores alternative reforms. s

¢ Proposilion 9 contained several fealures:

—campaign commillees were required 1o file organizational statements
and regular campaign disclosure stalemenis

—conlributors of more than $50, and those lo whom expenditures of like
amount were made, were to be identified

—lale contributions of $1,000 or more were 1o be reported within 48
hours

—cash conlributions of $50 or more, anonymous conlributions and con-
lribulions made in the name of anolher were prohibited

—spending for stalewide offices was limited according 1o a formula
based on voling-age population

—limits were imposed on spending by parly slate commiltees, indepen-
dent commillees and initiative qualificalion and ballol measure
commitles

—lobbyists were required to regisler wilh the secrelary ol slate, to
disclose expenditures for lobbying, and were piohibited from
spending more than $10 a month on a single public official, and
[rom making or arranging contributions lo public olficials or can-
didates

— public ollicials were required lo disclose linancial holdings and inter-
esls
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—slale agencles were required Lo adopl conflicl-of-interest codes

—informalional ballol pamphlels were lo be mailed to all voters

—incumbent candidates were prohibited from sending oul mass mall-
ings al public expense

—incumbency was eliminated as a factor in delermining the oider of
names on ballols !

—campaign audils were 10 be conducted by the stale Franchise Tax
Board )

—-a five-member Fair Polilical Practices Commission (FPPC) was es-
lablished to implement and administer the law, among powers ol
lhe FPPC were lo lormulate regulations, 1o investigale, to issuu
cease and desist orders and (o levy lines, and to publish opi-
nions, manuals, and instructlions, provisions for civil and criminal
remedies were included, the latler to be enforced by the allorey
general d

« gver lime, provisions ol Proposition 9 were weakened through courl deci-
sions and legislalion: ]

—confarming to the decision ol the U.S. Supreme Courl in Buckley v
Valeo invalidating expendilure limils in lederal campaigns,
Calitornia courts and Lhe legislature repealed such expenditure
fimits in California

—in a series of cases lrom 1977 Lhrough 1980, California courls invali-
dated wirtually all bans on lobbyist contributions to ofliceholders
and candidales

—among legislative actions changing Proposition 9 (many suggested by
the FPPC) were:

— random audits )

— 50 percent reduction in audits of lobbyisls and campaign com-
millees

— reduclion in bookkeeping and reporting requirements ol lob-
byists

—raised level ol compulsory reporting ol campaign conliibu-
lions from $50 lo $100 )

—Iimposed tighter reporling requirenents on conlributions re-
ceived through inlermediaries and late conlributions

= concern for relorm ol political finance is again increasing:
—among Ihe organizalions and individuals proposing lurther reforms in
campaign linancing are:
—1ihe FPPC
— Common Cause
—1he media
— legislalors
— complainls aboul the present si!lualion include:
—high campaign cosls )
—possible eflects of large contribulions )
—the rise of polilical aclion committees (PACs) as major cam-
paign contribulors )
—the high percentage of campaign coninibutions coming frorm
oulside legislators’ districls
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—Ihe amount of lime Lhat legislalors spend raising conlributions

—advanlages accruing to incumbenls in raising conliibulions

—perceplions that contributions inlluence aclions ol elecled
ollicials

—violations ol disclosure requirements

—growing use of negative and misleading campaign malterals

—reduction in the number of compelilive legislalive districls

-—advanlages accruing to incumbents through use of publically-
paid siall tor polilical activities

e value and political issues involved in reforming political linance:
—several values are al slake, and somelimes in conllict, in political
finance:

-——open access 10 the political arena, including access (o run-
ning for olfice, and lo otficeholders

— public canfidence in the political system and in officeholders

~—open, pluralistic political dialogue and parlicipalion

—slrong, eflective polilical parties

— praclical responses lo currenl problems

. —appropriale public and private roles in campaign finances
— similarly, several political issues are al slake:
—any reform musl conform (0 court interprelations of per-
) missable limilations

—if retorms originale n the legislative arena (as opposed 1o
through an initiative), they musl salisty those in-
cumbents

—various legislators want credil for authoring refarm legislation,
posing '‘ego” problems that muslt be surmounled, and
there is similar rivalry belween the Senale afid the
Assembly )

—Ihe increasing partisanship of slate-level polilics, one evi-
dence of which has been the ballle over reapporlion-
ment, increase the stakes ol Republicans and
Democrats in political finance while making bipartisan
relorm more diflicult

—any reform including public funding of campaigns must deal
wilh public resislance lo increased public spending

* eighl possible rgforms lo political inance are analyzed, emphasizing conse-
quences ol gllolce of any one or some combination of the eight:
— campaign expendilure limils
— I§m_r|s upon contributions from any one source
—limits upon contributicns from a particular calegory of contributor,
) such as PACs
—limits or prohibitions upon contributions from corporations or labor
unions
*I!mfls on non-election year contributions
—Igm!:s on contribulions from political parties
—limits on personal spending
—public funding
xxiv

= increasingly, limils of one or another lype are juined 10 proposials 100 al feast
parlial public lunding of campaigns, a system now used in 17 other stale:s,
bul which conlronts several knolly problems:
— public resislance to spending
—definition ol major and minor parlies, and serious versus frivolous carn-
didates, and determining the subsidivs ¢ach 15 10 recule
—whelher public funding should go directly 1o candidates, thus Tuilhie
encouraging political fragmentation and weahening of parlies, o
be direcled lo parlies
—delermination of what expenditure or contribution limils should be
imposed, and how they affect incumbenls and challengers (in-
cumbenls are favored by low limits)

This chapter is authored by Herbert E Alexarder, prolessor o Political
Science and Direclor ol the Cilizens' Research Foundalion, Universily of
Southern Calitornia.

VI. California School Finance: Policy Perspeclives provides exlensive
analysis ol evenls aflecting California public schools over the past lwo
decades, advances a framework dislinguishing between public linance and
public provision of educalion, and a ralionale lor choosing among varnous
combinations of the Iwo Il analyzes costs and likely consequences ol three
alternalive policy slrategies for increased funding ol public elementary and
secondary (K-12) educalion, ending with an argument that vouchers, an alter-
native apparently more popular with citizens than with professional educators
or policy-makers, should be given serious consideration. Thus, policy choices
available in school finance concern not only the level of funding provided, but
also the mode of producing education.

* Irends and status of Calilornia elementary and secondary education
—K-12 consumes more resources than any other governmental funclion
in California: nearly $9 billion of stale lunds and over $2 billion in
local funds .
—since the Serrano v. Priest decision ol 1972, which held the then ex-
isting school finance system unconstitutional, the Slale has
played a large role in K-12 hnances
—-in 1972 (SB 90), a syslem ol revenue limils was imposed upon
schoal districts, in which revenues ol low-spending districts
were o converge upward doward high-spending districls

—in 1977 (AB 65). revenues from high-wealth dislricls were (0
be shared with low-wealth districts

—Proposilion 13 upset this syslem by slashing property lax revenues, 10
which the Legislature responded in 1978 (S8 154) with a block
grant of $2 billion dollars from the Siale's treasury, allocaled to
school districls

—in 1979, AB 8 eslablished a “‘long-term"' fiscal system for local govern-
ments, shilling property lax revenues from K-12 lo cilies and
counlies, replacing those losses with slale funds

—in addition to general purpose funding, the State provides calegarical
program lunds to schools for specitied purposes; these tunds are
aboul 25 percent ol lolal stale aid
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—in April 1983, the existing syslem ol K-12 finance was declared con-
slitutional; the range ol revenue imits for elementary districts
serving 90 percent ol the stale’s sludents were within $186 of
each other in annual expendilures (vs. $279 in 1977-78)

—in constanl 1972-73 dollais, per studenl unil (average daily allen-
dance — ADA) spending peaked in 1979-80 al $1.525, and was
eslimaled to be $1,460 in 1982-83, a 4 3 percent decline

—=in 1982-83, Calhloria spent 96 percent ol the national average per
ADA, down from 106 percent in 1979-80

—in 1982-83, Calilornia spent 89 percent of Ihe nalional percentage of
its personal income on K-12 (nol adjusled lor ADA), down from
102 percent in 1973-74, bul the same as in 1975-76

—In 1982-83, Calilornia leacher salaries were 116 percenl of the na-
lional average

—in lall 1982, the California sludent-leacher ralio was 230510 1, vs. a
nalional average of 17.14 10 1

—Calitornia K-12 educalion receives lunds from three sources: 6.8 per-
cenl lrom lederal, 74.3 percent from stale, and 18.9 percent
from local sources in 1981-82

—1he Slate's role in school linance has increased dramatically since
Proposilion 13; in 1977-78. it pravided 38.8 percent of 1olal funds

—school enrollments are expected to dechine in the first hali of the
1880s and then 1o increase, bul new enroliments will often occur
oulside lhe area and dislricls previously experiencing declines

— as lhe percentage of school age children and persons 65 years and
older bolh increase fasler than lolal population beginning in the
late 1980s, the two age groups will compete for revenues from a
proportionately smaller earning population i ;

—in a 1983 Calilarnia poll, 62 percent of respondents favored increasing
laxes lo provide more money 10 public schools

* performance of California schools:

—scores on verbal and mathematics seclions of Ihe Scholastic Aptilude
Tests (SAT) have declined in the lasl decade, paralleling a na-
lional trend

—whereas 80 percenl ol respondenis lelt schools in their
neighborhoods were doing an excellent or very good job in 1967,
thal response fell 1o 51 percent in 1978 and lo 31 percent by
1983

—among specific concerns revealed in a 1983 California Poll were
lack of emphasis upon lundamentals (mentioned by 48 percent
of respondents), lack of student discipline (35 percent), lower
quality leaching (24 peicent) and lax requirements (22 percent)

— California studenls spend less time in classrooms than the nalional
average: 91.1 percenl of the average school day, and 98.6 per-
cent of the average number of school days per year.

» improving California’'s schools can be attempled via three allernalive stra-
tegies: gelling more from currenl resources, increasing resources,
and changes in the fundamental struclure of public education

XXv)

= concerning more efficient use of currenl resources, improvements can ul-
most cerlainly be made within individual classrocms, at the schaool
level, and wilhin distiicts; Ihese actions must come al those levels,
and some schools are actively moving in Lhis direction

* increasing teacher pay, reducing cluss size, and increasing students’ Hine
pay 9

in class are evalualed as alternalive uses of increased funds
—if Calitoinia raised ils expenditures 10 the national average par stu
dent, it would have spenl an additional $530 million in 1982 83

—an increase 1o the national average as a percenl of personal income
would require taxes equivalent 1o approximalely $70 per Cahlor-
nian, while this level of funding would cover any one of the thive
allernalives idenlihied, odds lengthen againsl linding more than
one (lor example, increasing leacher pay and reducing class
size), especially given other claimanls lor public seclor
resources

* more fundamental restructuring of public educalion may be desirable

—strong ralionales exist lor al leasl parlial public tunding ol K-12 educa-
tion as a good wilh benefils beyond the individual sludenl and
farnily, educalion provides exlernal benefits, can be considered
a mernilorious good, and can serve as a vehicle fur income
redistribution to cutrent and luture generalions

—there are no equally-strong ralionales for public production ol school-
ing

— policy-makers seeking structural reform of schools should explore op-
lions which give more choice 16 consumers ol educalion and
which encourage compelilion among producers ol education,
both of which should increase efliciency and consumer salislac-
tion with schools

—of the alternatives in this vein, including more student choice ol
schools within districls, more intesdistiict transfers, luition tax
credits, and vouchers, lhe lalter ofters lhe mosl promise,
although {(and because) il requires Llhe mosl exlensive changes in
K-12 education

e vouchers, which encourage more choice for larilies (by providing vouchers

which can be used only for educalional services from aulhonzed
schools) and more efficiency in production af education (by allowing
private producers 1o compele with public schools) have been cniti-
cized on lhree grounds (lhat lthey would lead to increased income
segregation, increased racial segregation, and increased cosls), all
criticisms which can be mel wilh a properly-designed voucher system
—vouchers warrant serious consideration now because lhey oller the
best hope of improving performance of elementary and secon-
dary education !
— struclural reforms are likely 10 gain more supporlers as the compeli-
tion for public resources inlensities in the nexl few years
— public supporl for vouchers is already increasing, with 51 percent of
respondents in a June 1983 national Gallup Poll tavoring
vouchers (up from 43 percent in 1970 and 1981), versus 38 per-
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cent opposed and 11 percent with no opinion

- supporl lor vouchers is high among blacks (64 percent in favor), lhose
aged 18-29 (with mosl recent experience in schools: 60 percent),
and non-public school parenls (64 percent), supporl is higher
aniong Demacrals (52 percent) than Republicans (48 percent)

* Aller analyzing alternative fealures of vouchers, the authors conclude that
a voucher system of financing K-12 education wilh the following
leatures should bé considered

—1lhe size ol vouchers should cover basic educalional expendilure,
roughly equal (o the current average cosl per studenl in public
schools

— Income-segregalion potenlials should be curbed, either by not allow-
ing families 10 augment vouchers, or by allowing such "add-ons'’
and providing income-neulral supplemeniary vouchers

—Ihat vouchers be available lo all sludents, whether allending
public or private schools

—that a permanent voucher syslem be phased in systematically over
several years

— that some subsidy lor transportalion cosls be provided so thal choice
can exlend beyond sludents’ neighborhoods

The chapter is authored by Professors Jack Osman and John Gemello, ol
the Departmenl of Economics, San Francisco Slate University.

VII. Block Grants: Reagan's, Deukmejian’s, and Choice's for the Future
analyzes California's response to Reagan administration block grant programs
enacled since 1981, the reception given Governor Deukmejian’s proposals 1o
change some slale fiscal Ilransfers 1o local governments from calegorical to
block grants, and explores the fulure of inlergovernmental fiscal relationships.
Block grants have long been reformers’ suggeslion for reforming the
mechanisms by which funds are lranslerred from higher to lower units of
governmenl. Such lransfers from the national government represent 17.8 per-
cent ol the lotal expenditures of California Stale and local governments, and
transfers from the Slale represent 27 4 percent of expenditures of California
local governments in 1981-82. Calegorical transfers closely specify how
translerred lunds are lo be expended by recipient governments: block granis
give them more discretion, while slill stipulaling major purposes for which
funds are 1o be used.

* Ihe Reagan block grants of 1981 differed from block grants of the Nixon-
Ford presidencies in increasing the role of slales and cutling federal
funding

* nine block grants were adopled in 1981: Social Services, Low Income Home
Energy Assistance, Alcohol, Drug Abuse and Menlal Health, Community
Services, Maternal and Child Heallh, Prevenlive Health Services,
Primary Care (which California chose not to accept; il remains a federal
program), Communily Development, and Educalion

* in 1982, a Mass Transil block grant was launched, and in 1983, the Job Part-
nership Training Act block was enacted

# Calilornia’s initial responses to Reagan block grants had thiee features:
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—delayed assumplion of block grants as long as possible, and credation
of a task lorce lo provide recommendalions
—a conservalive slyle ol response 1o blocks, making mimimal
administrative and policy changes needed
—modes! ellecls of block grants, liscally, programatically and in
regulalions
only modest effecls were fell in 1982, largely because availabilily of carty
over funds and lorward lunding cushioned impacts of fund cuts i the
blocks.
culs aclually made in California are dillicult 10 delenmime precisely, bul
averaged less than the 25 percent originally projecled, ranging hhom a 28
percent decrease in educalion 10 no decrease, ur a slight increase in
funds for Community Development
only modesl changes in program slruclure occurred n Calilornia, two
changes thal did occur were directing Alcohol, Drug and Menlal Health
funds to counlies rather than lo local service providers, and reducing the
number of stale-mandated programs under the Social Services block
from ten to six
while the Block Granl Task Force recommended minimal responses i 1981
(pro rata reduclions in funding exisling eligible programs, capping ol
slate and local administralive costs, no lransfers among proegrams, and
no slale replacement ol lost tederal dollars with stale general funds), in
1983, the lask force proposed more substanlial chanyes:
—counlies were o be primarily responsible for local allocation of funds
-—counlies should creale local advisory bodies composed of counly
répresentalives of the communily al large, who would make
allocalion recommendalions 1o the board of supervisors based
upon a competlitive proposal process of submissions from public
and privale local seivice providers
—the Slate should revise the system for allocating block grant funds to
counties, set standards and guidelines lor largeting lunds 1o low-
income persons and for reporling, and provide oversighl 1o en-
sure compliance wilh applicable federal and slale law
implementation of block grants has become inlensely political and partisan:
blocks are now seen as “‘Republican’’ grants and efforis lo reduce fund-
ing, both at the national and slate level
block granls became a parlisan slate issue when Governor Deukmejian's
1983-84 budget proposed consolidation of 21 slate programs into Lhree
block grants: public health, education and alcohol and drugs
lhese proposals were inilially criticized by the legislatlive analysl and others
as lacking sufficien! detail
allected service providers and clientele, organized into a **Block the Block™
coalition of about 140 organizations, strongly opposed the Deukmejian
proposals
in addition, the California Taxpayers' Association and the Calitornia Medical
Associalion opposed the proposals and the County Supervisors Associa-
tion of California did not supporl the switch lo blocks
as a result of this opposilion, the governor's proposals never passed oul ol
the commiltee hearing stage
future choices are now constrained by the inlensily of oppasition among
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provider groups and clientele: black granls have been transformed from

a "'good government reform proposal lo parlisan Republican budget-

culling versus Democralic clientele-prolecting acrimony

* other issues are now inlruding into choice-making about block granis:

—general parlisan fighling is a signilicant barrier to acceplance ol
Republican programs in a Democrat-controlled Legislalure

—discussion of a long-term, encorpassing restructuring of slate-local
fiscal relationships, still unsellied since Proposition 13

—county lears thal “relorms' may leave lhem wilh grealer service
deliery responsibilities withoul additional resources

® among oplions now available are:

—defler any further changes in block granls or movement toward slate
blocks, perhaps using such aclions as bargaining chips in more
encoeimpassing changes in slate-local fiscal relations «

—make slale block granls more palalable by increasing, ralher than cul-
ling, funds

—adopl only those changes wilh broader supporl, such as a slale
alcohol and drug block

—conlinue to make incremental improvemerils in the intergovernmenital
liscal system

The chapler is authored by Professor Dale Rogers Marshall, of the Depart-
ment of Political Science, Universily of Calilornia, Davis

VIl. California Water Policies: Future Options briefly reviews the present
contex! ol water policy in California and then analyzes four allernative future
approaches to waler policy: no change, market, conslruction, and conserva-
tion/regulation. X

= the present conlext of waler policy includes:
—37 million acre-feet (each acre-foot equals about 326,600 gallons) of
waler are caplured and diverted through the federal Cenlral
Valley Project and the Stale Waler Project, and other systems of
waler-capture and transporiation; in addition, pumping of ground
waler is subslantial
— 90 percent of the waler used in Calilornia is used by agriculture, but 90
percent of volers are not involved in agricultural production
—historically, large-scale federal waler projects provided significant
subsidies to agricultural users
—large scale construction projecls are increasingly rare:
—liscal slress makes expensive public works providing subsi-
dies lo small groups difficull to fund
—irrigaled agricullure and associated political inlerests no
longer dominale waler policy
—individuals and groups inlerested in environmental protection
and such non-agricultural uses of water as sport fishing
0ppose consliuclion projecis
—non-agricullural users, such as industry or residences, can
afford 10 pay much more for waler than can agricullure,
bul need much less waler

—volers have signalled Lheir hesitation aboul both new constiuction.
through deleat of the proposed Peripheral Canal, and of am
bitious canservalion programs, thraugh deleat of Proposition 13
(November 1982); thus the two polar policy choices have been
rejected

* consequences ol no policy change include

—no substantial new constructlion of water projecls

—continued overdralling al ground water basins ol the San Joaguin
Valley by approximately 1.5 million acre-leel annually, resulling
in lowered waler lables, higher pumping cosls, and use Gl lower -
qualily waler

—a subslantial number of acres presenlly irrigated would probably go
oul ol produclion

—conlinued increases in salinily of waler in he Della, tuealening
agricullural, municipal, and industrial users

—inability of the State Waler Projecl lo meel contractual obligations for
waler deliveries 1o Southern California .

—uncerlainly over water rights

—encouraging developmenl of markels in which water righls could be
sold

— ceding policy choice 1o the courls

* |he market approach:

—-economists have long argued thal there is no "‘shortage’ of waler,
only of cheap waler

—al present, the subsidy lo irrigated agriculture approaches $1,100 per
acre in the Central Valley Projecl

—demand for water is elaslic; waler use varies inversely, and substan-
tially, with price

—several impediments exisl to eslablishment ol a tull-blown market for
water in California, among which the most imporlant are.
—uncerlainly aboul water righls .
— public opposition 1o large-scale transters
—inadequate lacilities for waler transfers

—in recent years, the California Legislature has removed some impedi-
ments to waler markets, and during drought years markel based
lranslers curienlly occur

* the conslruclion approach: g

—lavored by agricullure generally, and by Southern Calilornia interests
al leasi parlially

— the locus for new construclion is olten lhe Norih Coasl rivers — Ihe
Eel, the Klamath-Trinity, and the Smith, which could provide an
additional 13 million acre-feel annually

—these rivers are protecled by i‘ng:lusion under the Calilarnia Wild and
Scenic Rivers Act of 1972 and by designation in the lederal wild
and scenic rivers syslem

—agricullural interests wanl new conslruction as a lrade-oll lor any
ground water management

— new construclion is coslly; estimales for he Peripheral Canal ranged
from $3 billion to $23 billion
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* (he conservalion/regulation approach’

—the goal of the approach is balancing of inleresls in waler through a
regulalory process eslablished by law {as distinguished from a
balance reached through inarkels)

—advocales ol lhis approach have focused upon eliminaling waler
“wasle," upon avoiding oveidrafls through  groundwater
managemenl, and upon prolecling such “in-slream’ uses as
lisheries or esthelics

—advocates contend that new large-scale water caplure and transfer
projects are nol needed

— lhe cornpulational abilities and polilical lrade-ofls required to imple-
menl a statewide regulalory syslem to implemenl the conserva-
tion approach are so large as lo be unlikely 10 occur

—volers rejecled a version of Ihis approach in Proposition 13 of 1982

waler policy issues are increasingly decided al the ballot box, through voles
on inilialives, referenda, and bond authorizations

¢ Ihree recent iniliatives are analyzed:

—a 1974 initiative 10 hall conslruction of the New Melones Damn,
deleated 55 to 45 percent

—in June 1982, the Peripheral Canal was deleated 62 o0 38 percenl

—-in Novembei 1982, lhe waler conservalion measure was delealed 65
lo 35 percent

= voling palleins on these initialives suggesl a split belween well-educated
persons in managerial and protessional classes who want 1o prolect the
environmenl and are generally hoslile 1o new construclion, versus
working-class individuals who tend 1o favor projecis that provide jobs, in-
cluding dams and canals

+ given the apparen| slalemale on large-scale canstruclion or strict regula-
lion to ensure conservation, piccemeal policy chaices may be the most
feasible:

—some groundwater management

—some struclural protection of the Della against salinity

—some conslruction ol waler caplure and transfer systems fully-paid
lor by users

e further development ol waler markets could “provide' needed waler
withoul high public investment cosls nor need for resoclution of the mosl
divisive polilical issues; thus, this allernative should be pursued

This chapter is authored by Dean E. Mann, prolessor of political science,
University ol California, Santa Barbara.

IX. Dealing with Offenders: The California Prison Crisis examines causes
of the present crisis in prison crowding and analyzes three allernative policy
strategies wilh which to respond: expansion of prison capacily, reduclion in
prison admission rates, and reduction in lenglh ol prison lerms. California now
has the largest slale prison population of any state: 37,238 prisoners in June
1983 — 140 percent of the design capacity. Reliable eslimales project this in-
mate population increasing to 55,000 in five years.

XXXH

* among the causes of stale prison crowding in Califorma are
—large increases in admissions, which increased lrom 82 per 100,000
population in 1978 1o 130 per 100,000 1n 1982
—increased lenglhs of prison senlences, lrom an average of 43 months
under the delerminant senlencing law in 1979 1o 16 months in
1982 (the number of life sentences also increased diamabically)

e prior lo adoplion ol the Umitonm Sentencing Law ol 1977, Callormia slale
prisons were not uccupied above capacily, and a large portion ol the ex-
planation ol the current crisis is found in thal law, which:

-—placed the Legislature al cenler slage in the senlencing process, sel-
ling prison terms became sharply polilicized, and legislalors in-
creased mandalory senlences for many olenses

—abolished the capacily of stale officials o use acceleraled parole as a
device for reducing prison populalions in limes ol overcrowding

——made punishment the explicit and sole purpose of the penal code

* local jails are also stressed beyond design capacily: the average dglly pop-
ulalion in local jails increased from 25,263 in 1980, 1o 36,690 in 1982,
and 10 41,391 in 1983, overloading a design capacity oi 33,026 inmales

* expansion ol prison capacily as a policy slralegy:

—California volers have approved issuance ol $495 million in bonds for
slate prison construction and $280 million in slale bonds lor
local prison construction (lo be malched with $70 milhon in local
funds)

—new prisons cosl approximalely $80,000 per bed, and operaling cosls
are also very high

—currently-planned slate prisons will cost $942 million, nearly \wice the
amount of bond financing now available

—even if Ihal conslruction is compleled and the Slale succeeds in
building an additional 11,900 beds projecled to be needed for the
1989-1992 period al an eslimated additional cosl ol over $1
billion, the State will slill need temporary quarters lor inmates,
having inmate populalions larger than the design capacily ol the
prisons

* reduclion of prison admission rates as a policy slralegy

—advocales of this stralegy argue lhal an identifiable group ol present
prison inmales is not sulliciently dangerous (o warrant in-
carceration

—instead, Ihey advocale a range of allernatives 10 imprisonmenl

-—some slales have adopled policies intended 1o divert certain lypes of
offenders to allernatives to prisons; indeed, Callornia was
historically a leader in these elforls

—despile the range of experiments and allernalive programs developed,
lhere is scant evidence Ihal grealer use of these allernalives has
reduced or moderaled rales of incarceration

—short stalfing and low supporl from local law enlorcement officials
weaken the capacity of probation and olther communily-based

alternatives 1o prison
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— lhese alleralives may be more ellective in reducing the inmale load
al local prisons, the inmales of which are generally less violent

* reduclion in prison termn lenglhs as a policy shiategy:

—in Lhis strategy, the rale of inmales leaving prisons is increased, oflen
through prograims such as inlensive parole supervision, residen-
lial placements, or work assignments, as parl of he release plan

-—-as in allernalives o senlencing, Calilornia has been a leader in
developing poslincarceration programs

~—however, these programs typically only shill inmales from one type ol
facility to another, perhaps [reeing up lraditional prison beds for
more inmates coming through the frant door of the sysiem

— public resistance to communily correclional cenlers and the extreme
sensilivily to escapes impede wide usage

—an allernative approach allows prison officials lo reduce time served.

for good behavior; Illinois has used discretionary elements ol
such a system lo release prisoners early (0 reduce crowding

—Minnesola and Washinglon have eslablished prison sentencing
commillees whose explicit charges included consideration ol
their guidelines upon correclional resources

* barriers lo reducing prison crowding are largely found in constraints thal
public oflicials believe themselves to ba under as a result of public con-
cern aboul crime: so long as they only perceived response to fears aboul
cnme is impnsonment, prisons are likely 10 be crowded, particularly
when lunds for prison construction and operalion are in sharp competi-
lion with allernalive uses and people resisl having prisons buill in their
areas.

This chapler is authored by Barry Krisberg, Ph D , and James Austin, Ph D,
both ot the National Council on Crime and Delinquency

X. Public Pension Palicies for California analyzes the slalus ol pubhc pen-
sion lunds in California and evaluates Ihree allernalives by which underfund-
ing could be reduced: increased conltribulions, reduced benelils, and improv-
ed investmenl performance.

* slatus of public pension plans in California:

— California Stale and local governmenls have promised more than $70
billion in pension benelils to current and pasl employees, bul
more than $30 billion of this obligation is unfunded

—while no currenl pensioner is not receiving benelils, fulure benelits
maybe lhrealened, or future laxpayers very heavily laxed

—pensions are provided through five stale plans (the largest of which is
the Public Employees’ Retirement System, 65 percent ol whose
members come from local governments: 359 cities, 35 counlies,
and 604 special districis), and over 100 additional local govern-
menl pension plans

—virlually all public pensions define benefils relirees receive (commonly
as a percentage, such as 2 percent ol compensation for the
three highesl-paid years for each year of service), as opposed 1o
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having benelits be a lunction ot delined conlnbiilions miade by

the employee and employer, ds 1S more commaon in the privale

sector

—underfunding occurs In public pensions systems becausc he delined
benelil system inviles delerring cosls of pensions lonward, a par-
hcularly appealing option when employees and ofticials are
seeking 1o keep visibile cosls ¢f public employment low, and dui
ing periods ol fiscal slress. in bolh silualions, conlnbubion:,
needed 10 ullimaltely pay pensions obhgatons currently mcurred
may nol be made

— "advanced funding,” in which acluanly-estimaled fulure pension
obligations are covered as they are incurred s important lor both
economic and legal reasons.

—il pension cosls are nol covered as ncuried, the full
costs of putilic employment ate nol visible and sociely
may consunie muore of its resowces for Luch employ-
menl than it full costs were known

—-undertunding ol pensions also shills costs lonward ellcetively
making consumption in the present more valuable than
consumption in the future and by luluré generations

—legally, pension plans are beinyg interpreted as “‘conbiacls”
belween the governmenl and the employee, the best
way 10 ensure thal this legal obligation s fullilled 1s to
provide lor its funding as it is incurred

—both analysis of lunded ratios and amount of unfunded
obligations per member reveal thal Califoriua public pen
sion funds have significant untunded habilitics, but that
improvement is being made

* increased contribulions as a policy option:
—increasing contribution rates by employers and/or employees has nol
’ been easy

—governments should consider increasing conlributions to undertunded
pension systems in years when [heir current revenues inciease
in response lo slrong economic perlonnance

——al minimum, contribulion rates should cover pension costs incurred in
current years if underfunding is not to worsen, two funds which
lail this lest are the Judges Relirernenl System and the Slale
Teachers Relirement Syslems:

* reduced benefils as a policy siralegy:

—-this stralegy i1s popular among cilizens because il reduces claims
upon lax revenues

—-lhe slralegy is also popular because ol widespread perceplions hal
pub'ic pensions are higher than in the privale seclor, a generally
accurale perceplion !

—however popular, reduclion in benelits of current employees encount-
ers sliff resistance from the alfecled employees and the legal
barrier ol violaling Lhe employmeni contract

—to surmount these political and legal problems, some jurisdictions ure
developing liered pension systems in which luture employees
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have lower benelits than do current ermployees; San Francisco
and the Cily of Los Angeles are lwo examples

. |mprqved inveslement perlonmance as a policy sirategy:

—Iimproving the yield received on investinents of pension funds is the
leasl painful way ol improving their lunding slalus

—one impediment o maximizing the yield from pension lunds is
pressure lo invesl them for desired public policies, such as
economic development ar housing

—-ano:her impedimenl to secunng higher yields is overly reslriclive
mveslmenl guidelines concerning the types of investimenis and
securities thal may be held

The authqr ol this chapler is Professor James M Ferris, of the School of
Public Administration, Universily of Southern Calilornia

Publicalion of the first four annual volumes ol California Policy Choices is
s.uppmted by a grant rom the William and Flora Hewlell Foundation 1o the
School ol Public Adminisiration, Universily ot Southern California. Opinions
expressed in the volume are solely lhose ol the authors of respeclive chaplers
and should nol be attributed Lo the institutions wilh which they are afliliated,

éhe Universily of Soulhern California, nor the William and Flora Hewlelt Foun-
alion.
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Chapter 1
California Policy Choices

John J. Kirlin and Donald R Winkler
School of Public Administration
University of Southern Catiloriia

INTRODUCTION

The policy choices made in the California political system — through (he Slale
governimenlt, 58 counlies, 430 cilies, 70 communily college disliicts, 1,044
school districls, 5173 special districls, and numerous olher governmenlal en-
lities — are critical lo Californians. Palitical syslems are instiuments of collec-
tive choice, public policies are those choices,

Public policy choices shape the opporlunilies available lo individuals, in-
fluencing the availability of jobs, the cost of housing, and access 10 educalion
Public policy choices determine properly rights, including conltrolling e ac-
quisition of property and the forms in which properly may be held Public
policy choices influence Ihe organization slruclures of business lirnms and non-
profil organizalions.

Public policy choices produce a vaiiety ol services, such as police and fire,
educalion, and parks. Public palicy choices influence environmental gualty
and workplace safely Public policy choices define criminal conduct, establish
judicial systems, and delermine punishment for those lound guilly. Public
policy choices control access of citizens to governmenl ollicials, and
delineate permissable torms of governmental organization.

Public policy choices shape the future of Calitornia and its cilizenry. Tuday's
choices olten have iheir grealest, and oflen unanticipaled, consequences in
lhe fulure.

California Policy Choices seeks lo increase underslanding ol public policy
choices in Calilornia. It does so by analyzing lhe consequences ol choices
already made and by idenlilying and analyzing choices available for the fuluie.
This elfort is based in the beliefs that policy choices can be improved and thal
the type ol analyses presented in California Policy Choices can conliibule o
that improvement.

Policy choices made in California are important. California is the mosl
populous slale in the nation. Were il a nation, lhe production of the California
economy would rank eighth in the world, just behind the United Kingdom and
ahead of Canada and llaly. The public sector of California is similarly substan-
tial. All 1ogelher, Calitornia governmenls raised $51 billion in revenues in
1981-82. Calilornia is widely viewed as a leader, policy choices made by lhe
governmenis of this slate are studied and often emulated by slale and local
governments elsewhere, and by Lhe national government. Thus, the impor-
lance of the task undertaken in California Policy Choices, ol improving policy
choices in this state, derives from the importance of those choices in Calilor-
nia and elsewhere. !

Choice-making involves live relaled parts.

s Agreemenl that a problem exisis and seleclion ol a desired objeclive
* Understanding the casual forces Ihal give rise to the curienl problem.
e Devising policy oplions for resolving the problem

= Selecling the besl policy or stralegy available



s Enacling and implementing the adopled policy

As an example, \he prublern may be low reading achievement among
Calitornia school children, compaied 1o olher stales, and thus lhe objeclive
may be lo increase achievemenl levels A tause or causes ol inadequate
achievemen!l must be identified. While there are likely 1o be several faclors
conlributing 1o the problem, perhaps itis agreed thal the most important one is
aninappropriate curriculum Policy oplions then consis| of alternative reforms
el the curriculum. And chuice of o pailicular option presumes knowledge ol
how 1o achieve the desired policy objeclive

To continue the example, a policy choice of increased lime spent on reading
Skills in the firsl three grades presurnes that this is an effective stralegy lor al-

laining desired improvemenls. Finally, once the policy choice is made al an
analylic level, legislalive aclion may be required al e political tevel, and the
policy choice musl be implemented al the adimimistrative level.

A common error in policy choice-makiny is (0 locus solely,.or al leas! over-
whelmingly, upon selecling a desired objeclive. Ignoring other elements of the
choice process inviles ineffeclive policy choices. 1t s parlicularly in those
other areas lhat analysis can improve policy choice As is elaboraled below,
California Policy Choices focuses uch more upon the elements of whal IS oc-
curring, of causal forces, of policy oplions, and of allernative implementalion
slrategies, than upon selection of palicy objeclives In the analyses presenled
in California Policy Choices, close allention 15 als0 paid lo innovalive policy op-
lions nol necessarily in current polincal currency, to long-run consequences of
presenl-day policy choices, and 1o 1he possibilily of change in government in-
stitutions lo facililale making effeclive policy choices.

Accomplishment of chosen policy objeclives requires reallocation ol
resources 1o the chosen slrategy If no resource reallocation occurs, no
significanl choice has been made Resource reallocation inciudes: both the
financial resources of government and the financial and olher resources ol in-
dividuals and non-governmental organizations. For example, some policy
Stralegies entail reallocaling governmen! resources from one program lo
another, while other slrategies change incenlives or constraints facing in-
dividuals and non-government organizalions, Ihereby changing their allocation
of resources. Because policy choices are reflected in resource use, signifi-
cant allenlion is paid in this volume lo the queslion of how resources are
presenlly allocated in Califarnia governmenl, as well as the question of how
policy changes would alfect bolh public and privale resource allocation in the’
Slale

IMPROVING CALIFORNIA POLICY CHOICES

The policy process described above may not bear much resemblance to
political realily as viewed by elected and non-elecled public decision-makers.
Alter all, are nol policies frequently made wilthout consideration of all the com-
plicating faclors enumeraled ahove? Of course they are. Bul many policies
enacled via legislalion, or via Ihe initiative process, end up being ineffective —
or even yield resulls conlrary to those anticiapted. If policy choices are o be
improved, complexities of choice musl be made explicil and addressed.

Consider lhe alternatives to more informed policy choice-making: habit,
ideology, parlisanship, common knowiedge, or Ihe lales! fad. None is wholly
2

salistaclory, although each will always be present in the pron_cy_pl‘o;;es};;.l‘}lllzi‘llm
presumes |hal previous policy choces  should be‘ Lgulnu{n.j k, d.Jyj
assumes Lhal all policy choices can be delemined by some cnnsl;l‘;‘ny r-n i'l':
ing set ol beliels. Partisanship assumes that Democrals, ”l‘,‘[lH‘b\lLlr'fl.Ig_‘,‘I
whatever olher political group, will always discern the CUIH!CE‘ polu.;;l L.IIIO-!)Ln:
Reliance upon common knowledge assumes [hil |39DLJ|£1$ ODH-‘I‘O‘IT -\A‘H rl‘\a.\.:‘;\:
be accutale. And reliance upon the latest lad o "good 1dea u:)?u:_nga 1‘:
adequacy ol those ideas 1o fil the specilic choices g:mhontf:d. M:?r_'.—. cla tJL:‘lIllli[t
critiques ol each ol these allernalives could be developed, but t!u: 7|mpr[u| ILI {.)A
ly thal any one ol these shortculs isg sgllluum s“iiltllmuw 1o the sort of lull ¢
1 olicy choices discussed above 1S obvious
pIoTrlitI,’lotTJS(;SmeCnylal adjustmen! needed o improve policy C‘Iw\cel-malku:% n
Calilorma is altitudinal. Policy-makers, .ma!ysls and cilizens musl li}dl! “L:II
simplistic ways ol thinking about policy choices. They mus1 n}1l¢3)1.| Ealui:t :xln l.
complicated, bul also more realistic, unayes ol the policy process il cholees
are lo be improved. This change will nol be an easy _]runsﬂ_:or} b iiimgen
However, there are strong lorces urging such changes. First, l. f’ I”jl D jll ¢
of government's fiscal resources in Califorrua argues lor _rnolu efft.:l.“:"r. um_l :
those resources. Thal resources are linuled, or al least more |||m|m: _Jw::::;« ‘L
true in the 1960s and 1970s, is incontroverlible Translers from the .kjtelf;,lr
governmenl are declining, the Calilornia lax system has l0s! brim_e u[ n\; ..1 3 |‘|31
to generate revenue lrom a growing economy, and public othcials (ar
Zens) ¢ rreluclant lo pass tax increases. )
;I‘xﬁg;i;plﬂ?ge L'ncouragmgp.;j,angus in alliludes conceminglp_r?lll:y] Fh(:l(i:::j
arises from the accumulation ol euiderl;ue_ that many policy Iﬂlc?ll'v’l.h’oho:l;
1960s and 1970s did not accomplish their inlended objeclives. Many of lbuoi
policies were adopted on the argumenl that "somellur}g musl pe c_mm_gl tgm;s
the problem, and wilth woelully inadequate underslanding ol the ‘ciqu.s‘:] e
generaling the problem or ol ditficullies in implementing a chosen policy
S"ralles%);uld now be evident thal policy-making occurs in the n:omfxt"‘olt
understanding what is occurring in sociely, of causes ol Ihgse evlclmls‘ G ‘\{\{.m.]
should be done, and ol elfeclive policy slralegles.‘Tmlalse are'all II‘IBDF-IEI:Q [n
the sense that they are neither “truth’’ nor “Jeghly, bul rd!hel hOdCId 50}1
structions. Policy-making occurs not in a sl:-._allc:, well-(_]t.zlmu.d and wi E):f
accepled conlex!, bul rather in one characterized by misperceplion, unce
onflict and change
la'C,\:,?'l}]crespec[ {8} perce%llons, policy-m_a_kers (and cnlzens and qn.?lysluicﬂs
nol agree as o what is happening in Camq:ma. Is the California p_L{p 1’;, 1:)'? -
impoverished? While mosl policy debale since passage of Prrnpclmr:({ C;I s
assumed fiscal distress, the analysis [eporled in Chapter 2 o l |.5‘ V'JuTh
shows a more complex piclure. Are Dle|.IC school_leachers lundf:r%ari?r. e
analysis in Chapler 6 indicates that relalive o nalional averages, Cali cmsr;.n:?l
teachers are paid more lo work less. Did voler-passage of Propc:bluo_ne
1974 eftectively reform campaign finance? Chapter 5 sqgges'ls ol 1e_rwli o
There are also dilfering perceptions and underslaqd;ngs as lo caus ~Snm
various public “problems." If performance ol_lhe California eqonogw !T.;blic
salisfaclory, is this Ihe resull of high laxation, oyer—regulahorf;l yCI?a e
authorities or the inevilable consequence ol a maturing economy? In p

3, the possibility is explored that the economy of the slale is “'maturing’ anc;



may not again allain the levels of growth seen in 1he pasl lhree decades

Is the cause of underlunded public pensions poor investmenl preformance?
Chapter 10 indicales several faclors give rnise to underfunding, bul one of the
more imporlanl has been governmenl reluctance to make laxpayers bear the
[ull cost ot public employees; the result has been inadequale pension funding
and delerring cosls of such lunding 1o the tulure.

Similarly, il agreement exisls thatl “somelhing"’ should be done (thal is, thal
a remedial public policy should be developed), whal is an ellective policy
slralegy? For example, in solving the problem of Prison overcrowding, is the
more ellective policy prison construclion, reduced senlence lengths, or send-
ing lewer criminals to prison? Chapler 9 argues thal the answer cannol solely
be new prison construction. Or,in improving E*emenlawvseccndaw educalion,
is lhe best allernalive Increasing school expenditures, relorming curricula,
new inslilulional arrangements or some other relorm? Chapler 6 concludes
the problem is serious enough lo consider expenmenting with new institulional
arrangements.

Finally, disagreement commonly ‘exists over goals ol palicy chocies. Con-
licls are clearly shown in Chapler 4 and discussion of lax policy. Tax policies
lhat bring aboul a more equal distribution of incame among individuals in
Calitarnia may do so at lhe expense of economic elliciency and economic
grawth. This trade-oft need nol always occur, but it Irequently does.

Four important conclusions emerge from the discussion to lhis point con-

pursued by more than one sliategy
Selecling Ihe appropriale slralegy is a complex issue, often simplified by

ill-serves the pursuil of effeclive policies. On Ihe olher hand, more thorough
analysis of allernative policies can conlibute to selecting the most elfective
or cost-elleclive slralegies. Fourth, virlually no public policy objective is
achieved solely by aclions of public ollicials. Supportive aclion by individuals
and non-governmental organizalions is required to achieve the desired objec-
live. To be successiul, public policy design must include how these supportive
behaviors are to be ablained.

CALIFORNIA POLICY CHOICES

Calilornia’s political syslem is lhe colleclive mechanism by which public
policy choices are macde. Those decisions will be made wilh or without

ing oul this most importani responsibility.

The lenels underlying this volume have been expressed above. One is thal
analyses of California policy problems will conlribute to ellective policy-
making. A second lenel is Ihat exisling means of simplifying policy problems
like habil, ideology, and parlisanship lead 1o a premalure narrowing of policy
allernatives for lreating public problems. An understanding of the immense
4

complexily entailed in policy choices will facilinate consideration of a Lroader
ions & é casoned selechon
21 of options and a more reasoned o ) I
5Ll_|_:3"5 &;)iscus‘iion should nol be read as implying that Calilora .quw.rmm“:]n-l
urrently lack policy analysis or analylic capabilities. Indeed, remuLv.: ITJ”:J' l,.l
S & & c Ses 0 s
(fl'iles California 15 blessed wilth lairlly sophisticaled .umh:v_.t.. 1 II- ‘M“_]
bfloupé legislative analysls and escculive Uepamn.:pls \'\fll._t.! \_, ‘lu‘ .’“}.
?‘nowevér I1s syslematic policy andalysis from oulsid» gu':feu‘uxru-ul: .,.‘n.l : :I,: “‘
rowdedlby the Brookings Instituhion and the Amencan Enlerprse nshiale @
?he tederal level. If successlul, this volume will help hil this g;l[). =
Nor should this discussion be understood as an argument Lhal wp1 n;, ‘.“z o
itati 5 arge-scale policy expenmenls ¢
analyses, simulalions, or large-s : f
e ot et I iques may occasionally ainform
e le these lechniques y
desirable or necessary. Whi s iona nlorm
a g heoretical ("Whal o
icy- lyses advocaled here are laigely _ ;
o, A0t ) and logical ("Whal is the probable
sible causes ol this phenomenon d o Why the | e
ggﬁzequenr_;m choosing this policy stralegy, given whal:a I;l]U.rJI].“I.:IL.JI(.“Jlll l||‘.’~
i i wolved?'). Emipineal observahons i
cial syslems and lechnologies n Y . | on i o
i?i?lcal lg these processes ol Iheory-building and logical ﬁ;lqul.m,?bltllilel 'llté;&;:
i F slalistical manipulation should inform ang
ol data collection and slalislice s vl Ll ey
inate i hoice. Inmost cases, raho analy
dominale processes ol policy ¢ _ : 3 nalyses ot publical
aile ed informalion concerning Ithe op
ly available dala provide improv ) A e
i 5 i iences of alternatives P
rograms, and the likely consequ of a g 1L mos
;f\li;rllgrsp Mgore sophisticaled social science research s most U..LIL:| (Lm :jrngilu;*
. a (such as = It S conlnbtin
i S henomena (such as the laclors ¢
in underslanding causes of p ( Rt il
i i I sacial syslems (such as the el
onomic growlh) or 1he dynamics o s ‘ ks
le)glween s%ze and formalizalion of a bureaucracy and s resistance lo

ange). . ] . e
ChFir?all)y one cannol escape Calilornia’s role as a national lrenaseller in

business, government, and sociely. In this respecl, it is app:_opri;;u:I:L::g'ﬁfl‘l:;l
ive i lale and local policy decisions be 5

novalive approach lo improving s‘ al p ! R
1 awi h academic and non-academic ]

California. By drawing on lhe ric . | d 1 Pelemin ypSpate]

i olicy-making, 1115 hope ‘
alent in the state to contribute lo eflective p ‘ 1l 15 neg ;
::;.]I:in Calilorma is eslablishing a precedent thal will be emulated in other

slales



