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REINVESTING IN THE SOCIAL
INFRASTRUCTURE OF COMMUNITIES

Lynn R. Harvey
Michigan State University

Even to the most casual observer of state and local finance, the
current environment of fiscal stress is widespread. While states like
California, Florida, Illinois, Michigan, Massachusetts and New York
receive national press, all states have experienced varying degrees
of financial difficulty. Only seven states escaped having to either
make budget reductions or raise taxes or both in FY 1992 (Hinds).

According to the National League of Cities, 54 percent of Ameri-
can cities in 1992 anticipate that expenditures will exceed revenues
requiring a draw down of fund equity to balance general operating
budgets (Judson). For the third consecutive year, the country's fifty
largest counties, in terms of general operating expenditures, experi-
enced structural imbalance with current revenues less than total
general fund expenditures and their average fund balance equaling
but 2.2 percent of expenditures (Lamphere). In Michigan, based on
reviewing twenty-four county financial reviews and trend analyses
in the past eighteen months, 83 percent of the counties serviced
were experiencing structural budget deficits-a condition in which
total general fund expenditures exceed current general fund reve-
nues (Harvey).

The response by states to the deteriorating financial condition and
accumulated deficits has varied widely throughout the United
States. Twelve states reduced budgets in FY 1992, eight states are
proposing tax increases for FY 1992, and twenty-three states are an-
ticipating both budget cuts and proposing tax increases in FY 1993
(Hinds). Budget saving strategies adopted by states have included
unpaid furloughs for state employees, developing early retirement
options, issuing permanent layoff notices, accelerating tax payments,
modifying accounting techniques, delaying payments to local units,
postponing capital improvement projects, privatizing services and is-
suing bonds to obtain revenue to balance budgets (Mattoon and
Testa). Governors in states with strong unionization found it difficult
to achieve layoff targets thus not achieving projected savings. Sag-
ging revenues combined with political resistance to increase taxes,
resulted in both states and sub-state units of government to bolster
revenue yields by increasing user fees and service charges. Service
charges traditionally have provided 8 to 12 percent of total general
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fund revenue for local governments, by 1989 the revenue category
accounted, on average, for 14.1 percent and is expected to continue
to increase (Advisory Commission on Intergovernmental Relations).

Human service programs such as public health, mental health, job
training and social services are particularly vulnerable to recession-
ary cuts for several reasons. First, human service programs account
for 20 to 30 percent of state budgets, thus have high budget expo-
sure. For example, Medicaid costs per $100 of personal income,
have more than doubled between 1976 and 1990 and are expected to
rise by an additional 22 percent (National Conference of State Legis-
latures). Second, during a period of recession, expenditure demand
increases. Third, the conservative political agenda of the 1980s and
1990s, which has become known as "fend for yourself federalism,"
targeted public assistance and transfers reductions as a foremost
agenda item. Tight state budgets, following the federal government's
lead, have passed along federal aid reductions to local governments
resulting in structural budget adjustments related to human service
programs at the local level.

The recession-driven decline of the budget capacity of many state
and local governments has diminished both the social and physical
infrastructure of both rural and urban communities. Many observers
feel that the short-run-driven agenda to balance budgets by reduc-
ing investment in human capital spending will have long-term im-
pacts that will trickle down to the smallest of communities.

Consumption Versus Investment Spending

Some economists have proposed increased federal spending on
education and infrastructure as a means of stimulating growth in the
economy. Would such a proposal hold true for state and local gov-
ernments? Such a proposal favors investment-oriented spending
over consumption-oriented spending. While the breakdown of public
expenditures into investment and consumption is not an exact sci-
ence, nor do governments report data according to these categories,
the July, 1992, issue of the Chicago Fed Letter attempted to classify
expenditure data for the five states in the Seventh District (Illinois,
Indiana, Iowa, Michigan and Wisconsin) by the two classifications.
Investment spending by state and local governments includes capital
spending (spending on roads, equipment, school buildings and other
infrastructure) and noncapital education and noncapital health and
hospital spending (Medicaid spending excluded). Investment spend-
ing is designed to enhance human rather than physical capital, for
example, investment in education. The remainder of government
expenditures are considered consumption expenditures and include
corrections, social services and general government administration.
Calculations published by the Chicago Fed Letter determined that
consumption spending by state and local governments for the period
1968-1989 increased 140 percent. The growth in three of the invest-
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Figure 1. Indexed Real Per Capita Growth Rates

index, 1968=100
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ment spending categories ranged from 52 percent for health and 27
percent for education to an 11 percent decline in capital outlays (Fig-
ure 1). The article noted that if Medicaid spending is included in
health expenditures, the growth rate for health increases to 80 per-
cent. Perhaps, if state and local governments were able to reverse
the trend and reorient spending focused on investment spending,
stimulation of local economies might occur (The Federal Reserve
Bank of Chicago).

Trends in Infrastructure Investment

Spending on public infrastructure in the United States as a per-
cent of GNP declined from 2.3 percent in 1964 to 1.7 percent in 1987
(Oregon State University Extension Service). The aging of rural
water systems and waste treatment facilities is of particular concern
in the United States. A large percent of the rural facilities con-
structed in the 1960s and 1970s were done so with a substantial infu-
sion of federal grants which often paid up to 80 percent of construc-
tion costs. U.S. Environmental Protection Agency reports indicate
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that 75 percent of all documented wastewater facility needs-up-
grade and repair-are in rural communities of fewer that 10,000 per-
sons (National Association of Towns and Townships). The reduction
in available federal funds for upgrade, construction and repair as
well as the change in the granting formula has diminished the oppor-
tunity for rural communities to engage in infrastructure repair and
upgrade. While infrastructure investment has slowed for some spe-
cific services like water, sewer and roads, the same cannot be said
for the construction of correctional facilities.

Prisons: A Booming Business

Contrasting the slowdown in physical infrastructure investment, is
the growth in consumption expenditures on county jails and new
state prisons. The construction of new correctional facilities is a
booming business nationwide. For example, despite Michigan's stag-
nant economy and a strained state budget, the state embarked on an
aggressive prison construction program in the late 1980s with the
construction of nineteen new regional prisons. Though all nineteen
correctional facilities are constructed, the state has been only able to
fully operate seventeen due to state budget constraints. The Michi-
gan Department of Corrections budget has increased from $389 mil-
lion in FY 1986 to $867 million in FY 1992, a 122.8 percent increase
(State of Michigan).

Despite the addition of seventeen new correction facilities, the
state's prison system capacity is rated at 33,448 beds and is currently
4,000 + inmates over the rated capacity. Meanwhile, the average
cost per prisoner has increased from $14,320 in FY 1982 to $24,833 in
FY 1992. Adjusting for inflation, the average cost per prisoner has
increased by 28 percent (State of Michigan).

Examining state corrections data only tells a portion of the story.
The costs incurred by counties around the country that have em-
barked on county jail construction are another piece of the fiscal
puzzle. The wave of new county jail construction has been moti-
vated by changes in federal correction standards, the demand for
jail space locally and a get-tough-on-crime demand by citizens. Addi-
tionally, local officials adopted a jail-for-rent policy to aid in financing
operating costs. Unfortunately, the concept of supply and demand is
not clearly understood and county jail space is in excess supply-
even to the extent that counties bid against each other in filling coun-
ty hotel (jail) space. The excess capacity and resulting costs have be-
come a drain on already strained county budgets. The elementary
economic education principle of "guns or butter" has become one of
"jails or human services." Both states and counties seeking alter-
natives to rising correction costs have turned to privatization as a po-
tential solution. It is estimated that by 1993, 10 percent of all U.S.
minimum security inmates will be held in private facilities (Bennett,
Sept. 7, 1992). However, the success of privatization of jails has had
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mixed results around the country. The promise of job creation and
lower average costs for prison operation is often not achieved (Ben-
nett, Sept. 21, 1992). While the costs of incarcerating adults continue
to escalate, an equally perplexing problem is the rising cost of juve-
nile detention.

Child Care Costs

The spiraling cost of child care-the out-placement of abused,
neglected and delinquent children-is a major concern to county of-
ficials around the country. County courts become involved or inter-
vene at the request of parents, teachers, and social service or law
enforcement agencies to protect the welfare of the child. Since the
demand for child care activities and related costs is unpredictable,
county officials face a great deal of uncertainty in planning budgets
for the cost center. The cost of child care to Michigan counties has
risen sharply, increasing from $55 million in FY 1985 to $90.6 million
FY 1991 (Michigan Association of Counties). However, state reim-
bursement to county government has remained constant over seven
fiscal years. See Figure 2.

The out-placement costs associated with juveniles represent the
largest share of incurred child care costs, with juvenile detention

Figure 2. Michigan Child Care Expenditures
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training costs ranging from $173 to $189 per day (Phillipson). Local
officials nationally are facing pressure to expand the number of juve-
nile correctional facilities to cope with the increased number of
youth offenders coming in contact with the county court system.
Since the costs of child care represent a mandated custodial function
of county government, funding for juvenile out-placement drains off
needed county funds for other county general services and repre-
sents a consumption investment discussed previously.

Role of Public Policy Education

The previous discussion and data is probably not new to most pub-
lic policy educators. So what can land grant universities and exten-
sion public policy educators do about enhancing investment in the
community social infrastructure? Three broad strategies are sug-
gested: 1) investing in human capital building activities; 2) promoting
collaboration in addressing community social problems; and 3) estab-
lishing aggressive public policy education programs. Land grant uni-
versities and the extension service have a long and distinguished his-
tory of addressing social issues. Perhaps what we need are new
twists to our educational efforts.

Human Capital Building Activities

Historically, the extension service has prided itself on providing
education and technical assistance aimed at enhancing human cap-
ital. Our success in the program development and delivery of com-
munity leadership development is well recognized. Replenishing the
leadership stock of communities has been a challenge taken very se-
riously by extension. Countless leadership models have found their
way into county and state specialists' plans of work and the need
today is as great as in years past. The interest and financial support
of the Farm Foundation and the W.K. Kellogg Foundation has re-
sulted in thousands of community leaders benefitting from extension
developed leadership programs. States which have thus far, for a
variety of reasons, not become engaged in community leadership de-
velopment programming at the county level are missing out on a re-
warding experience and one that returns dividends to extension and
the land grant university.

Providing technical assistance and training local officials is an ad-
ditional human investment strategy for land grant universities. The
financial difficulties facing state and local governments are complex
and challenging to even the most astute public administrators and
policymakers. Part-time officials and local governments without pro-
fessional administrators face an almost insurmountable task in sort-
ing out the fiscal problems and designing alternative remedies. Pub-
lic finance education, budgeting, accounting, strategic planning, use
of microcomputers, financial analysis and personnel management all
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represent subject areas for which extension and the broader non-
agriculture departments in our universities have skilled personnel to
aid local officials.

Recently adopted reapportionment plans by states and sub-state
units present an opportunity for public policy educators. The net re-
sult of reapportionment is that new faces arrive on the political scene
and in local offices. Opportunities for extension-sponsored local offi-
cial training abound following reapportionment and general
elections. In Michigan, a memorandum agreement was developed
with the Michigan Association of Counties fifteen years ago. Exten-
sion agreed to take leadership in providing educational training and
workshops to county commissioners. The training covers a variety of
subject matter-ranging from new county commissioner training to
public finance and budgeting. The new commissioner training pro-
gram reaches 80 percent of all newly elected commissioners. The
training and outreach serves as an excellent introduction to commis-
sioners on the capacity of the land grant university system to service
the need of local officials. While the demand for follow-up technical
assistance to individual counties at times strains the staff capacity to
deliver, the program has been instrumental in building and main-
taining county support for local extension offices.

Michigan State University's public policy education program at-
tempts to service the needs of Michigan's 1,243 townships though the
large number of townships makes it impossible under current staff-
ing levels to respond to all requests. Our goal has been to train coun-
ty extension field staff to service township requests where feasible.
Extension is well positioned to assist sub-state units of government in
strategic or long-range planning, an area almost totally neglected by
local governments. The recession and continued financial stress in
the face of growing service demands creates an environment for
strategic planning. We have found that local governments have been
most willing to pay the incurred costs for conducting strategic plan-
ning and for technical assistance.

Collaboration and Community Problems

The complex community social problems and the challenges faced
by communities in social infrastructure rebuilding requires collab-
oration between public agencies, communities and local, state and
federal government. Extension public policy educators and commu-
nity development specialists have for years espoused the collabora-
tion theme. Our research and technical assistance has demonstrated
the benefits to be gained through intergovernmental contracting and
collaborative arrangements. The recent conference, Multicom-
munity Collaboration: An Evolving Rural Revitalization Strategy,
sponsored by the North Central Regional Center for Rural Develop-
ment has no less than thirty-nine papers authored by fifty-five pro-
fessionals addressing the issue of the strategies and benefits of com-
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munity collaboration. No greater need for collaboration exists than
addressing community social issues.

We all are familiar with situations in which investing in prevention
save monies relative to taking corrective action later. A Children's
Defense Fund analysis demonstrates the tradeoffs or opportunity
costs between investing in prevention and intervention versus bear-
ing the associated corrective action cost if no investment is made
(Youth Record). For example, on the prevention side, providing
$2,500 to provide a Head Start program or day care for the child of a
working mother is equal to paying $7,300 to provide AFDC, food
stamps and heating assistance for a mother of two who cannot work
because of child care responsibilities. Table 1 provides this and
other examples of preventive associated costs versus corrective ac-
tion costs.

At last year's National Public Policy Education Conference, Michi-
gan's Judge Joanna Neale discussed the unique program that linked
county extension programs with probate court. The social interven-
tion program was aimed at minimizing the need for sentencing juve-
niles to detention by involving first time offenders in constructive
human capital building activities such as "youth-at-risk" programs.
Such programs offer an opportunity for extension to form new part-

Table 1. Paying Now Versus Paying Later

Prevention Costs Corrective Action Costs

$1,100 to provide a teen with a $20,000 to incarcerate lawbreakers
summer job

$2,500 to provide Head Start or $7,300 to provide AFDC, food
day care for the child of a stamps and heating assistance for a
working mother mother of two who cannot work

because of child care responsibilities

$600 to provide a year of $2,400 to have a child repeat a grade
compensatory education

$600 to provide comprehensive $12,000 (on average) under
prenatal care for an expectant Medicaid for intensive post-natal for
mother underweight newborns

$68 to provide family planning $3,000 under Medicaid to provide
services to teenage girl prenatal care and delivery for an

unemployed teenage mother

$654 million to provide literacy $8.6 billion to provide AFDC
training and vocational experience benefits to more than 3 million
to 40,000 trainees through Job families
Corps

Source: Youth Record
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ners with the county court system. Extension's home economics and
youth programs have much to contribute to social intervention pro-
grams administered by the courts. State extension systems must
view collaborative efforts with court systems as a priority if for no
other concern than the preservation of the local extension office.
Since courts represent an increasing cost center in most counties,
the courts are major competitors for the limited public resources-
resources that could be allocated to human development programs.
Without effective local social intervention strategies for which exten-
sion can be partners, local governments will continue to be con-
sumption-investment oriented versus investing in human capital
building.

Another program showing promise as a prevention strategy that
has received strong endorsement from the courts, mental health
agencies, social services and public health is Michigan's Building
Strong Families Program, developed and piloted by Michigan State
University extension. The program, using the Expanded Family Nu-
trition Education Program (EFNEP) model, targets low income, low-
literacy parents with young children (between the ages of 0-3). Uti-
lizing trained volunteers and para-professionals backed by the ex-
tension home economist, the program provides one-on-one educa-
tional training on a variety of subjects, including child development,
discipline, playing to learn and a decision-making model for parents
called Smart Loving. The goal of the program is to give kids a good
start in life, build strong parenting skills and decrease the chances of
the family entering the court system either due to abuse and neglect
or aberrant behavior of their children. The Building Strong Families
Program has the potential for extension to link with other county and
state agencies in developing collaborative programming addressing
the families most at risk, whose needs and concerns have the poten-
tial of imposing a much greater cost on communities in the future. As
a juvenile judge in Cass County Michigan stated at a public forum,
"Extension's Building Strong Families Program is one of only a few
investments that our community can make to address the abuse and
neglect problem which many of our low income, low-literacy families
are experiencing." The judge was successful in convincing the com-
missioners of a county experiencing financial difficulties to appropri-
ate monies to extension for the hiring of program aides to work with
his juvenile court as a potential long-term solution to rising juvenile
court costs.

Extension is well positioned to assist communities develop new in-
stitutional arrangements for delivery of such services as police, fire,
emergency services, health care clinics, sewer and water facilities
and recreational programs. Public policy education of officials on the
benefits of such collaboration is needed because many officials still
hold onto the concept that "cooperation is an unnatural act between
two non-consenting adults." Service delivery through collaboration
has proven to be a cost effective method, capturing economies of
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scale and often permitting a higher quality of services to be provided
to residents.

General Public Policy Education

The participation rate of 18- to 25-year-olds in the democratic proc-
ess continues to be a problem nationwide. Participation by the age
group in state and national elections has hovered between 22 and 27
percent of those eligible to vote in the age category. Seeking ways to
involve young people in the democratic process is a challenge.
Local, state, national and international government education has to
be initiated before senior high school government class, a condition
frequently observed in today's K-12 system. The participation rate
by other age groups other than the senior citizen population is also
low, especially in local elections in which one would think involve-
ment would be the highest.

Extension public policy educators need to design basic local gov-
ernment education modules suitable for use in schools because it is
apparent that primary and secondary educators have not seen cit-
izen education, other than at school millage request time, as an edu-
cational goal.

Conclusion

We as public policy educators have not lacked for policy education
opportunities. Despite our aggressive promotion of educational pro-
gramming at our own institutions, the extension system has still not
been committed in my views of making public policy education a di-
mension of our total extension programming. The policy specialists
are too few in number at most institutions to meet the needs ex-
pressed in our local communities. The training of local county exten-
sion staff is a prerequisite for a viable public policy education. Con-
sidering the structural financial problems facing our states and local
governments, the demand for what we as public policy specialists
deliver will continue to grow. The reinvestment in the social in-
frastructure demands extension's involvement. We must be vigilant
in capturing the teachable moment.
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