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1. Introduction

By David H. Padden

Dantrell Daviswas killed by a sniper’s bullet on October 13, 1992. He was waking from his home
at Cabrini-Green, one of Chicago’s high-rise public housing projects, to school. He was seven years
old.

Aswell they ought to be, Chicagoans are outraged by this sensdess killing. But Dantrell was not his
community’ s firgt victim of urban violence -- two other sudents attending his elementary schoal, in fact,
were shot and killed since March. Nor will he be the last. Asthisintroduction is being written on
November 20, the radio is reporting a young student killed and another wounded outside a different
Chicago public school.

It isfruitlessto ask why there is such sudden
outrage over Dantrell’s desth when such killings Dantrell Davis waskilled by a
take place with such darming frequency. We sniper’s bullet on October 13,

should smply be thankful that the atizenry is 1992. He was seven years old.
now sufficiently aroused to ask difficult questions

and seek solutions to a very complex problem.

The reaction of politicians has been predictable. Mayor Daey announced an 11-point program that
isso long on law and order that it reminds us of the brutd reaction of the Chinese leadership to events
at Tiananmen Square. Buildings are being sealed, police sweeps launched, guards permanently
gtationed in lobbies, and residents required to enter and exit through metal detectors and subjected to
random searches. Civil liberties have clearly taken a back seet to a heavy-handed authoritarian
response.

Public officids are prone to get a quick fix by treating symptoms instead of causes. But such an
approach bearslittle fruit in the long term. John Dineen, president of the Fraternal Order of Police,
succinctly characterized the Stuation as follows. “Y ou can't have the police go in there and creste a
police state and think that is going to be the answer because eventudly the police are going to have to
leave”” Conrad Worrill, acommunity activist, observed trenchantly, “It is only a temporary solution.
What the mayor needs to do is come up with a comprehensive program that deals with the socid ills of
the people who live in public housing that produces these kinds of behaviors.”

Mr. Worrill, on this point, is precisdy correct. And creating an outline of a*“comprehensive
program that dedls with the socid ills of the people who livein public housng” iswhét the essaysin this
collection propose to do.

Tdevison has made us al addicts of the sound bite. We want to know in fifty words or less
answers to complex socid problems. Undaunted, | will give you the “answer” to Dantrell Davis murder
in asound bite of just four words: change bad public palicies. But of course thisis not a satisfactory
answer. We need a more robust explanation of which policies need to be changed, and how.



Thefollowing essays, assembled quickly while the event is il stirring our outrage, are far longer
than a sound bite. Even then, they fall short of acomprehensve review. To detal the inter-relatedness
of the many ways public policies cause hope essness and despair in our inner cities would require a il
lengthier and more detailed andysis.

The Heartland Ingtitute has assembled experts

Though each essay stands alone, in five areas of public policy that explain most of
it is plain to see that solving the the woes of our inner Gities. Though eech essay
problem of urban violence stands done, it is plain to see that solving the

. . X problem of urban violence requires action on dl
requiresaction on all five fronts. fivefronts. It is not enough, for instance, to say
that Dantrdll Davis was avictim of the nation’s
War on Drugs. Surely he was, but would gangs
be such a powerful presence in theinner city if families there were stronger? If welfare policy
undermines familiesin the inner city, suspending the War on Drugs may ill not solve the problem of
gangs. If jobs were available and if barriers to jobs, such as minimum wage laws and occupational
licensure, were removed, would inner-city youth be less inclined toward gang involvement and
violence?

It is not enough to answer any one of the above questions in the affirmative and then assume thet life
in the inner city would be markedly improved by one or afew policy changes. Itisdl of apiece. We
need that “ comprehensive plan” mentioned earlier, a plan that addresses the many causes that lay
benegth urban violence.

There isatheme common to al of the essays that follow. Whether it be housing, schools, drugs,
welfare, or jobs, the authors find that current public policies are animated by the notion that
“government knows best.” This assumption, as Randy Barneit explainsin his afterword, is plainly
wrong. Basing public policy on so wrong-headed a premise has created problems far worse than those
policy makers have sought to solve.

Policy makers of both the Democratic and Republican stripes have imagined they could overcome
the problems of knowledge and interest that prevent government from being an effective solver of socid
problems. Again, it isfruitless to go back to determine how it dl got started and who isto blame. The
gtuation is now a bipartisan catastrophe in need of immediate change.

Tired thinking, knee-jerk reactions, and politica posturing are inadequate and irresponsible
responses to the tragic death of Dantrell Davis. To those who call for just more of the same, we must
ask: If throwing more money at these problemsis supposed to be a cure, where are the results of past
spending? Compassion with other people’ s money may salve one' s conscience, but we are long past
the time when “fed-good” solutions could suffice.

The authors of these essays offer bold and imaginative programs for permanent improvement
without regard to short-term gain. Many suggestions contained herein are specific, but more importantly
they illudrate an approach that needs to be taken if progress isto be made in harmonizing the interests
of dl Americans. The details of implementation will be affected by the palitics of the moment. The more
important contribution of these authorsis to point out the correct direction for othersto follow.



For longer than a generation we have
treated the citizens of our inner cities with Tired thinking, kneejerk

patronizing indignity. We have presumed to reactions, and political posturing

know what isin their best interests, and we are inadequate and irresponsible
have made it impossible for them to choose responses to the tragic death of
how best to improve their lots. Can we now, Dantrel Davis.

with the results of some thirty years of
experience before us, say this modd is
working? Can we believe the way to end urban
violence isto stay the course and pour still more money into the failed programs of the past?

It istime to set the poor and disadvantaged free. Free to choose whatever education for their
children they deem best, not what is forced upon them. Free to start businesses or take jobs on their
own terms, not at prices and conditions determined by others. Free of the gangs that terrorize their
lives, gangs supported by the obscene profits which drug prohibition brings about. Free to own their
own homes or to pay rent in private buildings where people of various income levelslive, free of a
baeful dependency segregation that so define life in the public housing projects.

It istime, in short, for usto get out of the way. With freedom comes responsbility and aresponsible
citizen isthe only hope for lasting peace. The authors of these essays point the way. | hope the reader
will give them his or her most careful atention.

ABOUT THE AUTHOR

David H. Paddenis president of Padden & Co., amunicipa bond dedership in Chicago, and a
director of Miller Building Systems. He was a founding director of The Heartland Indtitute in 1984 and
now serves asits chairman. Heis dso adirector of the Cato Ingtitute and Citizens for a Sound
Economy, two educationd and public policy research organizations based in Washington, D.C.



2. Housing

By Michad Finch

Dantrell Davis was killed by shots fired from the tenth floor of a building in the Cabrini-Green public
housing complex in Chicago. That the killing took place where it did was no coincidence: Public housing
in recent years has become synonymous with violence as “the projects’ have become the sites of gang
wars, drug trafficking, and myriad other socia problems.

If we truly wish to stop the killing in Chicago, we must address the forces that put Dantrdll Davis
and thousands of other children like him in dangerous and deteriorating public housing projects.

THE FAILURE OF PUBLIC HOUSING

Government’ s past attempts to house the poor by building, owning, and managing housing
“projects’ have, by and large, been fallures. Recent history has shown that investing public fundsin
concentrated high-rise public housing projects -- rather than making use of existing, decentralized, low-
rise private housing -- has been aterrible mistake.

The high-rise public housing projects, some
Public housing in recent years 3&%‘3‘_’0 storieshigh, & eeigdvagyi ng stages of

: erioration; many are in need of mgjor repairs.
Cieé)sl gnegg me synonymous with Crime ratesin the projects are among the highest
' in the nation. Drug use and drug dedling are
commonplace, and gangs fed by drug money
rule the hdls and common areas of many
buildings. There are few male role models to be seen a Cabrini-Green, as single mothers, often
representing a second or third generation of resdence in public housing, dominate the projects.

Public housing was origindly designed and built for the traditiona poor, those whose breadwinner
was out of ajob or was temporarily in financia trouble. It was not planned to hold and help the “new
poor,” people who are chronicaly unemployed and are part of broken and dysfunctiond families. As
early asthe 1950s, just ten years after the first buildings at Cabrini-Green were erected, the project
was becoming home to “hard-core poverty families’ with little hope of ever leaving.!

Today, the buildings at Cabrini-Green have anationa reputation for being among the most
dangerous and unhedthy habitats in the country. The building’ s “trangportation system” -- its elevators -
- are often out of order because they were smply not designed to withstand use by boisterous
teenagers, by preschoolers rushing to play out-of-doors, and by students hurrying indoors to relieve
themsdvesin afifteenth floor toilet. They have become the haunts of drug users and dedlers and Street
bums who wander into the building to ogle young girls.

Eight years ago, then-CHA executive director Zirl Smith gave a most succinct description of
conditions a Cabrini-Green when he said “ Almost everything is broken.”? Recent news articlesin
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Chicago’ s daily papers have documented that the depressing conditions have only worsened with time,

WHO NEEDS PUBLIC HOUSING?

How do people cometo live in public housing? Why aren't there affordable homes in the private
housing market to accommodate them?

The profile of the typical occupant of public
housing has changed condicerably over the Concentrating the poor in high-
years. Today, 90 percent of the households with rise ghettoes has made the

children are headed by women. Most rely upon - .
public assstance, and have for many years. probler_ns associated with poverty
many times wor se.

Many of the people who need subsidized
housing have “worn out” the safety net of
friends, family, church, coworkers, and other
persons and indtitutions thet the rest of the population can rely on in times of persond trouble. Many
have learned to “game the system,” living alifestyle acceptable to them by piecing together AFDC
benefits, free housing, food stamps, and occasiond unreported income from employment in the lega or
black markets.

Concentrating the poor in high-rise ghettoes has made the problems associated with poverty many
times worse. Children grow up surrounded by broken families, drug abuse, and chronic unemployment.
Adults are surrounded by people who, for whatever reasons, are unable or unwilling to lead productive
lives. The god of mainstreaming the poor -- integrating them into income-diverse communities o they
benefit and learn from the successes of others -- is made impossible by high-rise public housing.

WHAT HAPPENED TO AFFORDABLE HOUSING?

In mgor cities around the country, including Chicago, Sngle resident occupancy (SRO) hotels have
been torn down to make way for new commercid or high-rent residential developments. Mogt cities
have reported declines in the availability of housing renting for 40 percent or less of poverty-leve
incomes. 3

In earlier years, the traditiona source of low-income housing in cities was the housing left behind by
upwardly mobile classes. In Chicago, for example, one group of immigrants replaced ancther in what
Chicago sociologists have termed “invasion and successon.” Brian JL. Berry described the process as
it operated in the late nineteenth century thisway:

Asthe civic leadership moved, so did the affluent. Meanwhile, the middle classes continued to
flock into new suburbs constructed along the radiating mass trandit lines, to be replaced in older
suburbs that had by then been absorbed into the continuous urban development by upwardly
mobile working class ethnics who, Americanized in Chicago’s mdting poat, |eft the crowded
innermost city neighborhoods to those least able to take advantage of the city’ s opportunities,
and to new poverty-stricken immigrants pouring in from Eastern Europe. 4



The process of invasion and successon continued to work well into the twentieth century. From
1960 to 1970, for example, the metropolitan housing stock increased 24 percent, but the region’s
population grew only 12.2 percent, initiating what Berry caled “amassive chain of successive housing
moves. . . asfamiliesliving in older neighborhoods moved to homes vacated by the new suburban
homeowners and renters, and so on down the chain of housing values. The resulting effects rippled
progressively inward from the suburbs to the core of the city.” °

The interruption of this processin the

Theinterruption of the process of 1980s marked the beginning of the shortage in
invasion and succession in the affordable housing. The process was interrupted

1980s mar ked the beginning of by many seemingly unrelated factors. For

. example, completion of the nationa interstate
the affordable housing shortage. highway system, high interest rates in the eerly

1980s, and dowing population growth al put a
brake on suburban housing congtruction, leading
many middle-income familiesto say in tharr city or old-suburban homes. Urban renewal -- which often
meant tearing down old buildings but not building new structures -- and the virtud suspension of new
home condtruction in the inner city meant atighter supply of affordable housing in the city. The collapse
of inner-city schools and migration of businesses to the suburbs meant families | eft in the inner city
became less likely to earn incomes sufficient to rent what city housing was il avalable.

The linkage between inner-city and suburban housing markets could possibly have survived any one
of these factors, but their combination proved too greet a burden.

To say the process of invason and succession has been interrupted is not to say there is a housing
shortage. The number of housing unitsin the U.S. has risen fagter than the number of households since
1970 (46 percent versus 41 percent) and since 1980 (14 percent versus 11 percent).® Vacancy rates
in 1988 were significantly higher than they were seven years earlier (8 percent versus 5.2 percent),” and
in Chicago vacancy rates are highest where household incomes are lowest. The problem isthat the
poorest of the poor cannot afford the market rents for available housing. To the extent that public
policies artificidly raise housng costs, they are respongble for some families being forced to rely on
public housng.

THE ROLE OF PUBLIC POLICY

Public policy played akey role in ending the process of invason and successon. The connection is
gpparent in the cases involving highway condruction, interest rates, urban renewd, and the qudity of
inner-city education. But the connection is dso present in other ways. Zoning ordinances, building
codes, and occupationd restrictions made residentid congtruction more difficult and expensive in most
cities, and consequently made moderate-cost housing less profitable. According to Peter H. Ross, a
leading expert on housing and home essness, these laws “certainly drive up the prices of even minimum
standard housing.” 8

In Chicago, the consegquences of building codes and regulations are easily discerned. In 1986,
builder Jack McNell, apast presdent of the Homebuilders Association of Greater Chicago, estimated
that it cost $20,000 more to build a 1,500-square-foot home in Chicago than in the suburbs because of
the building code. Among other things, the code redtricts the use of flexible eectrica conduit, plastic
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plumbing, flexible duct work, and the full range of exterior shell materids. °

Ms. Mary Nelson, president of Bethel New
Life Inc., a church-affiliated nonprofit Zoning ordinances and building
organization specidlizing in low-income housing, codes make residential
estimates that Ch|C@O’SbU||d|ng code adds 20 constr uc“on more d|ff|cu|t and
percent to her organization’s cost of building an ve i it
affordable home. Her concerns have been expensivein most cities.

echoed by Habitat for Humanity presdent
Millard Fuller. Efforts to renovate abandoned
buildings in Chicago have been particularly handicapped by the redirictive building code.

The Davis-Bacon Act, requiring that public works projects pay “prevailing wages’ to their |aborers,
aso standsin the way of affordable housing.*® Davis-Bacon passed in 1931 with the intention, in the
words of its principa author, to “protect loca contractors from certain itinerant, irresponsible
contractors, with itinerant, cheap, bootleg labor.” In 1931, those “ certain itinerant types’ were black
migrant workers from the South.

Davis-Bacon prevents the residents of public housing complexes from using their own resources to
build, fix, or repair their units. Under Davis-Bacon dl public housing units, even ones that have been
sold through HUD' s privatization plan, are forbidden to use non-union labor for even the smalest

repairs.

Davis-Bacon greatly inflates the cost of renovating public housing projects, and it is respongible for
alarge share of the current unsafe and unsanitary conditions at Cabrini-Green. Moreover, Davis-Bacon
discriminates against black workers because many minority workers are not members of trade unions.
This not-so-subtle racism stymies small minority entrepreneurs and stiflesloca neighborhood business.
Such redtrictive wage laws should be repealed.

Zoning ordinances are another reason thereis little affordable housing in many communities. Zoning
ordinances historically have been used by specia interest groups to restrict competition, prevent
“undegirable’ newcomers or persons with low incomes from entering a community, and enforce a* not-
in-my-back-yard” mentality toward economic development.'! Zoning decisions in most communities
are intensdy poalitical and based much more on the influence (and in some cases, money) of specid
interest group lobbyists than the public’s interest. '

By rediricting the supply of moderate-income housing, zoning ordinances contribute to the shortage
of affordable housing, overcrowding in low-income neighborhoods, and the pattern of de facto racia
segregation that so characterizes the Chicago metropolitan area. Chicago and Illinois need a sweeping
revision of zoning laws that would open neighborhoods to new home congtruction and voluntary
integration.

Chicago’s building code and the zoning laws that govern land use in the metropolitan area.can
be defended as necessary means of assuring public safety, and in some communities and at certain
times these laws may achieve this end. But over time, these laws have become twisted and deformed
by specid interest groups seeking to achieve ends much different than those that are publicly admitted.
Subgtantia revisons to these laws must be on the agendalif we are to expand the supply of affordable
housng.



THE SOLUTION: MAINSTREAMING THE POOR

The solution to the crime, violence, and despair of Cabrini-Green isnot to improve the
management of the buildings, Snce better management leaves in place the segregation by income and
race that perpetuates poverty and breeds crime, and an architecture ingppropriate for families with
young children. Nor doesthe solution liein
pouring till more money into renovating the
Davis-Bacon preventsthe high-rise buildings: VVandalism by public housing
residents of public housing r?de”ts's ?]“deLn'C’ agonsegumcec;‘ po“hC'GS
complexes from using their own that ensure that t eres_ents 0 Not v uet e
r&eoﬁrcesto build, fi)%, or repair assets they have been given. And renabbing the
thar units. CHA's lakeside high-rises costs gpproximately

$85,000 per unit, far more than the $15,000 -
$25,000 cost reported by private renovatorsin
the city.

The redity of our Stuation isthat no solution will be found to the problems of Cabrini-Green and
other housing projects like it S0 long as we put concern with saving past public investmentsin “bricks
and mortar” above the interests of the families that now live in these buildings. We must first set our
priorities sraight: Theinterests of the families must come first. The interests of the CHA and HUD
adminigrators, no matter how committed or sincere they are, must come second.

It should be obvious to everyone that families areill-served by the high-rise buildings they now
occupy. It isashame that it takes another sensdesskilling to drive this point home ill again. And it is
amog crimind that public officias should spend hundreds of millions of dollars on expensive rehabs,
security sweeps, and metd detectors when that money could be better spent on low-rise housing
spread out in neighborhoods throughout the city and suburbs.

The solution is for people to leave Cabrini-Green, and for the buildings to be torn down and/or
sold to private developers for redevelopment as they deem fit. Many people are dready leaving
Cabrini-Green, though their success stories go unreported and unnoticed. In 1970, approximately
20,000 people lived in the Cabrini-Green complex. Today there are fewer than 7,000 residents. Why
aren’t we studying how so many families escgped the terrible conditions at Cabrini-Green, and helping
other families follow their lead? Why do we ingtead concentrate our time and money on finding ways to
encourage familiesto stay a Cabrini-Green?

The families now living in Cabrini-Green must be encouraged and helped to find new housing.
There are successful mode s for how people can be moved from public housing to private housing in
more successful neighborhoods. oneis the Leadership Council for Metropolitan Open Communities.
We can supplement the incomes of poor families with housing vouchers so they can afford to pay rents
in the private housng market. And there are way's to creste new, affordable housing for low-income
families a codsfar below those involved in renovating and mantaining the high-rise public housing
projects.



HOUSING VOUCHERS

The funds now used to maintain and operate the complex can be devoted to financing housing
vouchers for the poor. Vouchers would enable the poor to purchase housing on the private market, just
as the poor now use food stamps to buy food on the private grocery market.

The federd housing voucher program

currently operating under Section 8 of the 1974 Using vouchersto help house the

Community Development Act dlows poor poor has received support from
families to choose where they want to live and acr oss the ideological and

how much they want to pay in rent. The e

program ther%ays the d?f?ermce between a political spectrum.
regiona average rent figure and 30 percent of
the family’ sincome. For example, in Chicago
the average rent figure for a one-bedroom apartment is $515. A family with an income of $15,000 a
year could rent a one-bedroom gpartment for $600 a month and receive a voucher equd to $99 a
month ($15,000 x 1/3 = $5,000; $5,000/ 12 = $416; $515 - $416 = $99).

Section 8 housing vouchers are a possible vehicle for redirecting current public housing funds and
committing new funds raised from the sde of Cabrini-Green buildings. VVouchers utilize exising housing
gtock, rather than requiring expensive investments in renovation or new construction, thus making
vouchers twice as cogt-€ffective as credits.*® They encourage voluntary desegregation by alowing
families to choose the neighborhoods they live in. They encourage price competition among landlords
and careful shopping by renters by dlowing families to keep the money saved by “besating” the average
rent figure set by the government.

Using vouchers to help house the poor has received support from across the ideologica and
political spectrum, including the conservative Heritage Foundation,* the liberadl Brookings Indtitution,*®
and the libertarian Cato Ingtitute.’® It is widdly agreed that the program has minimized the problems of
corruption and tremendous public expenses associated with subsdizing renovations and new
congruction. Some criticiam of the manner in which the housing vouchers program has been
implemented in the Chicago area, particularly the complaint that HUD appears to have concentrated
Section 8 familiesin particular communities and neighborhoods, may be legitimate!” But few people
argue that these flaws are not remediable.

DEFENDERS OF PUBLIC HOUSING

There are critics of housing vouchers who are wed to the idea, but never the redlity, of public
housing. Mogt critics believe that moving from government-owned and -managed projects to a voucher
system represents away to save money rather than to shelter more people, and consequently isa
retrest from the public commitment to housing the poor. But this criticism rings hollow. Vouchers dlow
many more people to be housed for the money now being poured into rehabbing and maintaining unsafe
and ingppropriate public housing projects. Taxpayers have aright to demand that their eected officids
find and use the most cogt-€effective means of achieving the ends that they have approved.

Some criticiam of housing vouchersis contrary to what we know about people. Some paliticians
and community leeders think mainstreaming would not work because the current residents have no
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experience a renting in the private market or owning their own homes. Apparently these critics fed that
public housing residents can survive only on government-run “plantations’ or “reservations.” Such
arguments are ingulting, not just to the residents of public housing, but to the working poor, the
thousands of people who have successfully left the projects to lead productive lives, and the entire
inner-city community .

The horrible experience of lifein the projectsis

Apparently these critics feel that aso compelling evidence thet the defenders of
public housing residents can public housing are wrong. Government-run
survive only on gover nment-run ?ﬁﬁeﬁo?ig??nda%aﬁﬁgmi arTrI\Ia?m -

plantations’ or “reservations. of the poor neighborhoods in Chicago. In poor
neighborhoods, there are opportunities for
resdents to improve their lat, to hold public
sarvice providers accountable for their work, and to apply the resources of private businesses and
ingtitutions to solving problems. In Cabrini-Green, few such opportunities are offered, resdents can do
little to hold the CHA accountable for conditions, and private businesses are not welcome to try to
improve the community.

OTHER SOLUTIONS

There are many reasons why people need help finding affordable housing. While emptying Cabrini-
Green and redirecting public funds into housing vouchers are two of the biggest steps Chicago could
take toward ending the violence at Cabrini-Green, other policy changes are needed to address some of
the underlying reasons, described earlier, for the shortage of affordable housing.

# Repeal the Davis-Bacon Act and other restrictive labor laws. The origind purpose of Davis-
Bacon was to protect union workers from the encroachment of minorities into the labor market.
Thislaw, dong with many other |abor laws, acts as abarrier to the economic advancement of
minorities and should be repedled.

# Removerestrictions on modern building techniques. It istime to update and smplify building
codes in Chicago and throughout the metropolitan area. Unnecessary restrictions on the use of
flexible eectrica conduit, plagtic plumbing, and exterior shell materids condrict the supply of low-
and moderate-income housing in Chicago, resulting in increased building codts, expensive public ad
programs, racial segregation, and other unfortunate conditions.

# Depoliticize the zoning process. Zoning can play alegitimate role in planning urban expansion,
consolidating indugtrid activities, and keegping our neighborhoods safe and quiet. But the processis
S0 often abused thet it is now aslikely to damage as to help protect our communities. Alternatives
to zoning exist and are used in many communities around the nation'®; they should be studied and
applied in Chicago.

# Lower property taxes. Property taxes make it unprofitable for landlords and real estate
developers to renovate or maintain many buildings in Chicago that could otherwise be providing
affordable housing. It isatruism that if you tax something, you get less of it. In Chicago, we tax
housing a very high rates, and we should not be surprised that we have a shortage of affordable
housng.
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CONCLUSION

Nobel laureate Gary Becker has said that
“the original idea.of public housing was Who doubtsthat public housing
fundamentaly flawed. It'sabad ideato have played an important rolein the
these public complexes, which become breeding death of Dantrel Davis?
grounds for crime and unemployment and

permanent repositories for families with these
problems.”*°

Who doubts that public housing played an important role in the death of Dantrell Davis? And who
could serioudly argue that other children in Chicago would not be better off if we could enable the poor
to resdein integrated and safe neighborhoods around our city?

We know more today about “what works’ in housing the poor than we did in the 1960s, when the
nation began investing in public housing projects. Policymakers have learned there isno palitical gain to
be had by giving people housing whose vaue fdls o quickly as to harm, rather than benefit, its
recipients. It istime to move away from the failed gpproaches of the past and toward a new paradigm
of maingtreaming the poor by expanding the supply of affordable housing and utilizing exiging privete
housng through housing vouchers.

We have it within our reach to rescue the thousands of children who now face the life-threatening
risks that come with life a Cabrini-Green. All that iswanting is politica will.

ABOUT THE AUTHOR

Michael Finch isexecutive director of the lllinois office of The Heartland Indtitute, a nonprofit and
nonpartisan center for public policy research. He would like to thank Ed Marciniak, presdent of the
Indtitute of Urban Life a Loyola Universty of Chicago, and the author of severd books on public
housing and urban palicies, for his helpful comments on an early draft of this essay.
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3. Education

By Herbert J. Walberg, Ph.D.

When we ponder the causes of peace, renewa, and prosperity in a poor neighborhood, the role
played by schools comes quickly to our attention. Idedly, schools are places of refuge for children, a
source of community pride and betterment, and a springboard for the success of each new generation.
When schoolsfail to perform these roles, communities often deteriorate or fail to grow asthey
otherwise would.

One reason Dantrell Davis died was that

| dea”y schools are p|aces of the public schoals serving the children of
refuge ;‘or children. a source of Cabrini-Green do not compare well to the idesl
community pride a’nd better ment role of aschool in apoor community. Indeed,

. maost Chicago Public Schoolsfal in this respect.
and a springboard for the future The teachers and administrators of these schools

success of each new generation. should ot be blamed for this failure: This essay
is not about placing blame. Educating children is
an art, not ascience, and educeting children from
broken families in adysfunctional community is possibly the mogt difficult art of al. Still, experience has
taught us a great ded about what works and what doesn't work in schools serving diverse student
populations. We ignore the data from such experience at our own peril.

Without blaming individuas, and without minimizing the difficulty teachers and adminigtrators face,
we nevertheless can begin to understand why many inner-city schools are failing and how we can help
them to improve. If we can improve the schools, we can help rebuild communities such as Cabrini-
Green and prevent more children from suffering the fate that befel Dantrdll Davis.

THE FAILURE OF CHICAGO’SPUBLIC SCHOOLS

Chicago’s public schools arein critical condition. They have been cdled “the wordt in the nation”
by aformer U.S. Secretary of Education. Chicago is not alone when it comesto public school failure,
but by amost every measure the failure in Chicago is worse than in other parts of the country.

Dropout rates range between 43 and 53 percent of studentsin Chicago’s public schoals. In some
schools the rate runs as high as 75 percent. Chicago’s dropout rate is double the national average.
Violence is rampant. In 1986, 737 violent crimes were reported on school grounds. ACT scores are 28
percent lower than the nationd average. While student enrollment has fallen by 18 percent, the number
of adminigirators has risen by 47 percent. Perhaps the most damning indictment of the public schoolsis
that in Chicago, 46 percent of Chicago Public Schools teachers who live in the city send their children
to private schools.
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WHY OUR SCHOOLSDON'T WORK

The failure of Chicago’s public schools has been pondered and “explained” by many newspaper
reporters, dected officids, and various “experts.” Too little atention, however, is given to the large
body of work produced by respected scholars examining the success and failure of schools around the
country. These experts have presented complete and persuasive explanations for public school failures,
The experts do not al agree, of course. But three complementary explanations -- from sociologidts,
politica scientists, and economists -- have gained widespread acceptance among scholars.

Universty of Chicago sociologist James S.
Coleman, one of the nation’s most prominent ACT scoresfor Chicago’'s public

and respected authorities on educational issues, high schools are 28 per cent lower
has written that public schools fail because they than the national average.
no longer create community support for sudents

and the learning process® Thisfailure, in tumn,
comes about because attendance at the school is
not voluntary, but by assgnment; because palitical control by school boards and state mandates makes
it more difficult for educators and parentsto resst student demands for easier courses and lower
standards; and because the palitical unit that determines enrollment, the school didtrict, is not based on
shared vaues but rather on geographic proximity.

Catholic schools, says Coleman, work where public schools often fail because they creete
“communities of interest” between students, parents, and educators based on shared vaues, voluntary
selection, and a commitment to student achievement. Dr. Coleman has found that private school
dudents achieve a sgnificantly higher levels than sudents attending public schools. These differences
persist even when socioeconomic background (the income, occupation, education, religion, and race of
parents) is statisticaly controlled for. These differences are al the more remarkable because the
average private school spends just half as much per pupil as the average public schoal.

Coleman’ s research finds that minority and disadvantaged students benefit even mor e than other
students by being enrolled in private schools. These students, Coleman believes, benefit the most from
the kind of community support and educationd leadership that a private school can ddliver.

Complementing the sociologica explanation of the failure of public schoolsis an explandaion by
political scientists such as University of Minnesota professor Ted Kolderie, John Chubb of the
Brookings Ingtitution, and Terry Moe of Stanford University. These authors believe that the ingtitutional
congraints crested by the public school monopoly over tax funding and student assgnment are
inherently inimical to efficiency and accountability. For example, Ted Kolderie writes:

Education has not had to innovate in order to survive. People in business may not welcome
comptition, but they accept the redity of it. So increasingly they assume the need for change.
People in education have not been smilarly exposed to competition -- to the risk of failure. So
like any managers comfortable in acartd, they cling tightly to the traditiond “givens’ of their
%laan.21

John Chubb and Terry Moe, in their 1990 book titled Politics, Markets, and America’s
Schools,?* make the more technical argument that public schools tend not to be organized effectively
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because they are politicaly controlled, and that until they are freed from such control they cannot be
expected to significantly improve. Private schoals, on the other hand, tend to be effectively organized,
not despitethe fact that no law or government agency requires them to be, but because no such law or
agency exigs. Private schools are directly accountable to parents, and teachers and administrators are
empowered to do what is necessary to respond to parenta concerns. This “bottom up” accountability is
far more effective than any kind of “top down” accountability enforced by rules and regulations.

Thereis, findly, an economic explanation for

People in education have not been why public schools so oftenfail. This
risk of failure. So like any such as Nobel laurestes Milton Friedmar?® and

: Gary Becker,?* and Forbes writer Peter
managers C.omfortable Ina C.a.rtel’ Brimelow, emphasizes that public schools are
thgy cling tlght_ly to the traditional organized like government-protected cartels,
“givens’ of their system.

and consequently they behave in some of the
same ways as members of cartes. The
combination of geographic assgnment of
students, tax funding, and politica oversight by eected school boards creates an environment where
incompetence is difficult to identify and even more difficult to pendize.

Rent-seeking conduct -- where persons use their positions to benefit themselves at the public
expense -- proliferates in government schools, just as it doesin other heavily subsidized and
uncompetitive industries such as mass trangit and mail ddivery. The specid interest groupsin the
education establishment use their clout to inflate salaries, reduce job responsibilities, expand
adminidrative aff leves, and exclude potentid competitors by erecting occupationd licensng and
regulatory barriersto private educators and schools. As Peter Brimelow putsit:

U.S. education isin essence a socidized business, the American equivaent of the Soviet
Union's callectivized farms. In such a setup the power of the education lobby and the sympathy
that the media extends to educators become the decisive factors, rather than results®®

As government agencies, public schools behave worse than ether private sector monopolies or
cates. Firmsin the latter Stuations seek to maximize their profits, and even their anticompetitive
behavior will sometimes benefit consumers. Public schoals, in contragt, are accountable to school
boards and elected officids, and therefore seek to maximize political gain, not parental satisfaction.
Since the agendas of eected officids are often very different from those of parents and students, the
“consumers’ of educetion suffer.

WHAT WON'T WORK: SPENDING MORE MONEY
Many politicians, teachers union spokespersons, and the State Board of Educetion fedl the problem

of poor-performing schools will be solved by pumping more money into the schools. The evidence,
however, suggests that they are wrong.
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Illinois had about 1.7 million children in schools in 1989-90 and spent $10.4 hillion, about $5,868
per student, the 13th highest per-pupil spending level in the country that year. The average teecher’s
sdary in lllinoisin 1990 was about $32,000 plus benefits; the average pupil/teacher ratio was 17.1:1.
Spending on education in Illinois increased by 83 percent in current dollars and 30 percent in congtant
dollars between 1981 and 1991, even though we have over 100,000 fewer students.® And despite this
massive increase in spending, the performance of 1llinois schools continues to decline.

Studies have shown that spending more

money does not result in better schools. After : ;
examining 65 studies of the relationship between ﬁgrd elgrﬁn?)r?\e{'i 3:)(2/;\/2 ;th ?tﬁte?g 'ng

spending per pupil and student achievement,

Eric Hanushek concluded that “thereis no better schools.
gtrong or systematic relationship between school
expenditures and student performance.”?’

William Sander, professor of economics a DePaul University, has concluded in a study that “the
results of empirical research strongly suggest that student achievement depends little upon how much
money is spent, and significantly more upon how it is pent. . . . [T]he magnitude of the teacher effect
on student achievement isrelatively small. Thus, one cannot expect a substantial impact on ACT scores
from paying teachers more.”%

We must be skeptical of claims that more money will improve our schools. Illinois own experience
in recent years has been that higher spending does not produce better student achievement, and
research nationwide repeatedly has found no correlation between increased spending and improved
student achievement. There is evidence to support just the opposite position: New Jersey, New York,
and Washington, D.C. rank one, two, and three as the nation’ s top spenders on education. Y et they
rank 39, 42, and 50 on SAT test scores.®®

The path to better schools for Illinois does not lie in asking taxpayers to be still more generous to
the schools, or in giving bureaucrats in Springfield more control over schools. Instead, we must |ook to
ingtitutiona reforms that make schools want to improve themsdalves. Some of the most promising
reforms being used in other states are suggested below.

WHAT ISEDUCATIONAL CHOICE?

Educationd choice means giving parents the right to choose the schools their children attend. The
maost modest choice proposals would alow parents to choose which public schools their children
attend, even if they live outsde the chosen school’ s didtrict. State legidation would ensure public funds
“follow the student” to whichever school the parents select.

A more ambitious educationd choice program gives parents the right to choose private aswell as
public schools for their children, with public tax dollars paying some or al of the tuition at the school
that is chosen. Such comprehensive choice programs would give parents education certificates or
scholarships good for tuition (up to some set amount) at the participating school. How much the
scholarship should be for, which schools may participate, and what kinds of regulations should be
imposed on participating schools are dl questions that can be answered in different ways during the
choice program’ s design process.*
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The mogt radica choice program would use education certificates to open the field of education to
many businesses and inditutions that are not exclusvely in the business of education. Museums, zoos,
hospitds, libraries, and computer and publishing companies are some of the businesses that would
provide educationd servicesif they could recelve public funds for the services they provide. Right now,
these firms are locked out of the education process because public funds go amost entirely to
government-owned and -operated schools.

Some families dready have the ability to choose schools. Affluent families can move into
neighborhoods that have good schools, or enroll their children in private schools. But lower-income
families often cannot afford to exercise thiskind of choice, and must submit to the public schools
assigned to their children by school adminidtrators.

Chicago has alimited public school choice

While the dropout rate for the program whereby some schools, called “magnet
Chicago Public Schools was schools,” are given additiona funding and
approximately 50 percent, the alowed to recruit sudents from outsid_etheir
Catholic schools report less than usudl attendance zones. Some of the city's

magnet schools have become qudity ingtitutions

1 percent dropping out. that produce the city’ s best test scores. But

magnet schools drain resources from other
schools, they “cherry pick” the best students
from around the city; and they raise serious questions about equity and fairness® The fact that there are
long waiting ligts of sudents wishing to get into many of the city’s magnet schools suggests that this
limited choice program could readily be expanded.

THE CASE FOR EDUCATIONAL CHOICE IN CHICAGO

The success of private schools -- which are schools of choice -- tells us that we could improve the
performance of public schoolsif we could get them to operate more like private schools. An
educationd choice program makesthis possible.

The comparison between the public schools and the Catholic schoolsis telling.*? Both school
systems have aminority student population of about 80 percent. They draw students from the same
neighborhoods and both have essentidly open enrollment policies. But while the dropout rate for the
Chicago Public Schoolsis approximately 50 percent, the Catholic schools report less than 1 percent of
students dropping out. Over 70 percent of the graduates of Catholic schools go on to college or other
specidized training. The Catholic schools exercise more local school autonomy, have smdler average
schoal enrollment, and amazingly have only 36 adminigratorsin the entire city.

Under a choice program, parents and students would sort themsalves among the available schools,
finding the schools that have the educationa philosophy, teachers, and curricula that are most suited to
their needs. Parents will be empowered by having the option to exit from schools that fail to address
their needs, and educators will be rewarded for designing programs that best meet the needs of every
child.

An educationa choice program will replace bureaucratic controls and obsolete centra planning
methods with greater parental involvement, streamlined administration, smaller decison-making bodies,
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and other characterigtics of effective schools. A choice program would better, more effectively
organized schools. This doneisapowerful argument for alowing parents to choose their children’s
schools.

Mary Anne Raywid, an author and professor of education at Hofstra University, has written:

Thereis abundant evidence that public school parents want choice; that they are more satisfied
with and have more confidence in schools that provide it; that parent choice increases the
commitment and cohesion within schools extending it; and that these attributes combine to
improve school quaity and make schools more effective.

Secretary of Education Lamar Alexander has said that:
I’m very much for choice. . . . | don't even know why in Americait'sanissue. You don't tel

people whereto live. . . what car to buy. They ought to go to school where they want to go to
school, and people who can't afford it ought to have some help and awide range of choices®

Smilarly, Dr. Abigall Therngrom, of Harvard

University, after questioning whether choice will Involuntary school assgnments
result in the improvements in schools that free serve no higher purpose. Choice,
market advocates predict, nevertheless by conferring greater freedom,

concludesin her recent book on School Choice enhances personal dignity.
in Massachusetts

Policy consderations asde, choiceisavaue

initself. The results -- more parental involvement and better test scores -- are secondary. Freedom
involves the opportunity to choose. To the degree to which the society restricts choice, it isless
free. Some redtrictions are essentid; the socid order depends upon them. But involuntary school
assgnments serve no higher purpose. . . . Choice, by conferring greater freedom, enhances
persond dignity.*

Support for educationa choice, while quickly spreading, is not unanimous. The Carnegie
Foundation for the Advancement of Teaching, for example, recently issued a news release quite critical
of educational choice. That report, however, contains many errors and misrepresentations. The report
clamsthat “in states where school choice has been adopted, less than 2 percent of parents participate
in the program,” yet participation in choice programsis 100 percent in East Harlemand in
Cambridge, Massachusetts and a 1991 survey found that 32 percent of children attend schools their
parents choose!*® In Milwaukee, many more students apply for the city’ s pilot voucher program than
can be accommodated by participating schools. Polling data contained in the news release to support
other anti-choice positions was generated by survey questions written to midead respondents and
produce the desired results.®’

Chicago's experiment with school-based management has failed to produce any improvement in

Student test scores and, most importantly, shows little promise for improving many of the city’ s poorest-
performing schools. The reason, based on the discussion above, is not difficult to ascertain:
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Decentraized management is only haf the answer to the problems facing public schools. The other half
is alowing parents to choose the schools their children attend, thereby moativating parents to support the
learning process and making schools “want to improve themselves’ to attract more students.

SOLUTIONS

The following school reforms would help schools in Chicago better perform their role as sources of
community renewd and economic growth:

# Give parentsthe choice of which public schoolsther children attend. Giving parentsthe
choice of which schools their children attend encourages parentd involvement in education, a
proven way to improve student achievement. Moreover, choice inspires competition among
schoals, creeting rewards for respongible innovation and pendties for failure. Illinois should follow
the lead of Minnesota and nearly a dozen other states that currently alow parents to choose among
public schools for their children.

# Experiment with private school choice. An experimenta program in Milwaukee, Wisconsin,
alows up to 1,000 low-income students to attend private schools on state-paid scholarships of
$2,500 ayear. This program alows children to escape some of the worst public schoolsin the
nation, has inspired far-reaching reformsin the public school system, and in the long term could
save taxpayers money. This plan should be implemented in a Chicago neighborhood -- perhaps
Cabrini- Green -- and expanded if successful.

# Resig concentrated funding and control in Springfield. Specid interest groups, not individua
taxpayers, are best represented in Springfield. By increasing the state’ s share of education
gpending, we are inviting a shift in control from taxpayers and locally dected officids to specid
interest groups concentrated around the state capital. Thisisthe wrong way to restore qudity and
accountability to our schoals.

# Deregulate successful schools. State government has increasingly imposed more and more
mandates and requirements on public schools. These requirements cover everything from labor
relations and fadilities to curriculum. These regulations sifle innovation and make it more difficult to
reward good principals and administrators.

CONCLUSION

Schools are vitaly important community inditutions. If they are failing to provide safe refuges for
children and the skills and aptitudes needed for employment and success, then tragedies such as those
now occurring a Cabrini-Green will continue.

The solutions proposed above would not, by themsalves, stop the killingsin the city’s public
housing projects or in its other neighborhoods. But they do address a critical need. By strengthening
schools and extending choice, we begin to empower families and bresk the hold of poverty on the next
generation. Strong schoals lift their neighborhoods, while poor schools drag them down. A response to
Dantrell Davis deeth in Chicago would be incomplete if it did not include ways to improve our schoals.

-18-



ABOUT THE AUTHOR

Herbert J. Walberg, Ph.D., isresearch professor of education a University of Illinois - Chicago. He
isauthor or editor of over 30 books on educationd productivity and reform issues and hundreds of
aticlesin scholarly journds, and heis editing a collection of essays on Chicago school reform.

-19-



4. Drugs

By Danidl Polshy

Why was the person who shot Dantrell Davis pointing arifle from awindow of the Cabrini-Green
public housing development? The answer to this question points to the role drugs and the nation’s War
on Drugs play in fueing urban violence and countless degths.

DRUGSAND GANGS

At the time this essay was written, the chief suspect in the Dantrell Davis murder investigation was a
member of a notorious street gang. He is believed to have been ordered to fire on members of arival
gang to intimidate them into joining his gang. To reach his perch in the Cabrini-Green complex, he
walked and crawled through openings broken through the cinder block wals dividing unoccupied units
of the complex, alabyrinth of passages and tunnels
created by the gangsto evade police and rivals.

Why was the_ per s_on_who ShOt Why are there gangs at Cabrini-Green and in other

Dantrell Davis pointing arifle housing projectsin Chicago? Why are they so

from awindow of the Cabrini- heavily aamed? What are they competing for?

Green public housing

development? The roots of gang violence in places like Cabrini-
Green are not completely understood. But it is

evident that one source of the problem isthat the law
has made drug dedling an illegd enterprise in which gangs operate asthe principa distributors.
Consequently, disputes and competition among suppliers are more often solved by violence than
lawsuits or advertisng campagns.

Although drug use itsdf isillegd, there are SO many consumers thet the threet of arrest (let done
prosecution or imprisonment) for a possession offenseis hardly credible. Prosecuting drug usersis
particularly difficult because drug use (as opposed to the actions leading up to or following drug use) is
the quintessentid victimless crime: No “victim” of ample drug use testifies againgt the user in court.
Prosecutors rely on informants, sting operations, and expensive survelllance efforts. Despite such
efforts, it isreatively essy for anon-trafficking user to Stay clear of lega entanglements smply by
transacting business behind closed doors with people who are unlikely to be police officers.

In contrast to the users, the digtribution systems that have arisen to serve the demand for drugs are
vulnerable targets of law enforcement. Very smply, it iseader to identify and arrest the smaler number
of dedersthan it isto punish every user. Asaresult, drug laws have raised the risks associated with
sling drugs, and consequently greetly raised their price.

In legd industries, one way to control risk isto soread it out acrossinvestorsin afirm. When an

enterpriseisillegd, asin the case of drug dedling, the place of the firm istaken by gangs. So long asthe
pendtiesfor drug didtribution are greet, the most logical avenue of digtributing drugs will be through
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dreet gangs.

Drug prohibition inflates the price of drugs by limiting the number of people who can assumethe
risk of digributing illegd substances, but it does not guarantee to the gangs a particular price or sdes
territory. Competition among riva gangs to enforce pricing agreements and control drug traffic in
particular neighborhoods has led them to acquire guns and even explosivesto take or defend “turf.”
Chicago police believe that about one-third of the city’s homicides and shootings are drug and gang
related. This would suggest that gang violence is responsible for 300 or more deeths and severd
thousands of aggravated batteries per year in the city aone.

DRUGSAND URBAN CULTURE

Drug money finances the gangs at
Cabrini-Green and in other
neighbor hoods in Chicago.

The influence of drugs and the War on Drugs
extends far beyond the gangs. There can belittle
doubt that jobsin the drug underworld compete
successtully with jobsin the legd economy. A

successful drug runner will not need aday job;

even after taking into account the often-inflated estimates of the incomes of drug traffickers, the pay on
the Street exceeds by a congderable margin the typica wages of entry-leve postionsin the legd
€conomy.

Severd years experiencein narcotics salesis not an gpprenticeship likely to lead to sdleswork at
Sears or Wagreen. The experienced drug deder will likely have a police record, a drug habit, and a
vocabulary and world outlook that make him or her nearly unemployable. For many young men, in
particular, dealing drugsis a one-way street that ends with drug overdose or violent desth.

Drug laws ensure that this estrangement from the rest of society will lead to violence. So long asthe
drug business remains illegd, business disputes will have to be resolved outsde norma and legd
channels. Gangs will need to provide for the enforcement of contracts, the prevention of theft and
cheating, and al the other functions that legitimate businesses resolve by legd means.

So in addition to being secretive and estranged from the norms of conventiond society and the
vaues of the working world, gangs and their members will have to be armed to the teeth and violent,
both to attack competitors and to defend against competitor’ s attacks. It is small wonder that public
housing projects have become powder kegs -- al because of the belief that the problem of drug abuse
can be effectively managed through the crimina process.

DRUGSAND CRIME

In the public mind, drugs and crime have been twin socid evils snce they arrived together on the
screen of national consciousness a quarter century ago. That thereis alinkage between the two is now
an axiom of public conversation, and every year Snce the first Nixon Adminigration the law

enforcement budgets devoted to the suppression of drug abuse have increased.

Thereis evidence that certain drugs, in particular amphetamines, have criminogenic properties --
that is, they cause people taking them to become violent or dangerous. As a generaization, however,
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the abuse of illega drugs-- overwhemingly marijuana and cocaine -- dthough it isitself a crime, does
not lead to other crime. The victims of drug abuse, as of other self-destructive behavior, are largely the
abusers themsdves and their families.

It iswell documented that many criminds
use drugs. For example, in 1988, 72.2 percent
of mae arresteesin twenty U.S. cities tested
postivein aurindyssfor the use of anillicit drug.
But the reverseis not true: Most drug offenders
apparently do not commit non-drug crimes.
No doubt there are drug addicts who commit crimes to support their expensive habits, and these
criminas are responsble for a consderable part of urban crime. But these drug addicts make up only a
amal fraction of the total drug-user population. Marcia Chaiken and Bruce Johnson, writing in a 1988
Nationd Indtitute of Justice report, conclude:

Most drug offenders apparently
do not commit non-drug crimes.

Unlike adolescents, most adults who use drugs do not engage in other forms of illegal behavior.
Even among those who commit crimes, most adult drug-involved offenders are not violent and
commit crimes a low rates. Y et they condtitute the bulk of the population dealt with by police,
prosecutors and other crimina justice practitioners.®

Researchers have found that surprisingly few drug users go on to become addicts. For example,
while 90 percent of first-time tobacco users become addicted, only 17 percent of firgt-time cocaine
users become addicts. Of people who have used cocaine, just 9 percent continue to use the drug past
the age of 25.%° The assumption behind drug laws, however, isthat even the casud user is more likely
to commit crimes against persons or property than a non-drug user. Common sense and empirica
evidence suggest that thisis not the case.

Nevertheless, the War on Drugs goes on apace. New laws have increased the punishments for
drug offenses and have begun to intensfy supervison of drug trade by-products such as money
laundering in order to get the problem under control. Some of these efforts, as discussed below, may be
reducing drug use. But dl of them transfer scarce police and crimind justice resources away from the
gpprehenson and containment of violent criminas, and raise new dangers of corrupting law
enforcement officers and other parts of the legal system. Has this been a good trade-off for the
residents of Chicago? Or for the residents of Cabrini-Green specificaly?

DRUG LAWSAND DRUG USE

The money and effort spent on the War on Drugs may not have been entirely wasted. Recreationa
drug consumption patterns have changed subgtantidly in the past generation; smoking pot and snorting
cocaine are no longer chic among middle class people, and by some measures, such as frequency of
occasond drug use among suburban teenagers, the drug abuse problem is considerably smdler than it
was ten or fifteen years ago. No one can be sure why this has happened. The smple, dways-
inscrutable changing of fashion probably had more to do with it than anything ese. But the legd system
surely deserves some credit in a supporting role.

But the drug abuse problem has not improved uniformly. By some measures, such as the absolute

-22 -



amounts of illegal drugs consumed by the population or rates of addiction, the problem seemsto be
worse. Managing the drug problem through aggressive law enforcement and harsh punishment, though it
may have done some good in some respects, has had an unforeseen and dangerous consequence.
Where the drug problem has become worse rather than better is among the urban underclass.

Thisresult was not & al the one predicted by the smple model of crime and punishment that most
legidators, and members of the public generdly, usudly refer to when thinking about crimind law.
According to this mode, increasing the stringency of the legd environment should diminish the amount
of drug trafficking.

It has not done so. Instead, the War on Drugs has created a new and lucrative market for dealing
drugs, amarket that has located itsdf primarily in low-income and minority urban neighborhoods. It
draws young people into the drug zone with promises of fast money and instant success, it trgps them in
the zone by depriving them of critica years of education and skills acquisition and leaving many of them
drug-dependent; and it eventudly kills many of them there, victims of the increasingly violent battle
between riva gangs seeking to dominate their illega indudry.

SOLUTIONS
o TheWar on Drugs has created a
Now that the drug problem iswith us, the new and lucrative mar ket for
way out isfar from obvious. There are many dealing drugs, a market that has

causes of violence within society other than
harsh drug laws, and it is surely overly optimigtic
to expect that the sudden abalition of drug laws
would lead to a swift decline in the rates of
violence. Y et the connection between
criminalization, violence, and the persstence of
the underclass is difficult to doubt, and the case for reforming the laws compdlling.

located itsdlf primarily in low-
income and minority urban
neighbor hoods.

A series of twelve “principles for managing the drug problem” has been put forward by the Crimind
Justice Policy Foundation, in Washington, D.C.,*° that could serve as an outline for discussing drug law
reform in Chicago. Brief summaries of those twelve principles follow:

1. Insist upon genuine drug and alcohol user accountability and responsibility. People who
endanger others must be held responsible for their actions, drug or dcohol useis not an excuse for
crimind or negligent conduct.

2. Insist upon vendor accountability and responsibility. Violence, corruption, adulteration, and
violence by digtributors of drugs should be investigated and punished. Vendors must comply with
reasonable regulations and ingpections.

3. Adopt achievable social goals, such as reducing the harms from drug and acohol use and
commerce, rather than impossible god's such as ending al use or addiction. Reducing crime,
violence, corruption, and the spread of AIDS is more important than preventing drug use and
intoxication.

4. Berealistic. Developing aregulated and policed drug market will not be easy or smple. 1t will
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come about in parts, enacted by many different units and levels of government, and vary from one
city or state to another.

5. Becomprehensive among all drugs, now legal and illegal. Early use of legd drugs, such as
acohol and tobacco, increases the likelihood of |ater experiments and addiction. Drug policies
should recognize the linkages and gpply uniformly to dl drugs.

6. Adopt a public health approach, not a criminal approach, toward al drugs and al those with
drug use or abuse problems. Information and persuasion have led millions of cigarette smokersto
quit without jalling or urine-testing a sngle one of them.

7. The purpose of drug policy isto help people, not hurt them. People with drug problems need
gppropriate treatment, not prison sentences. We should punish people only when they hurt others,
not when they hurt themsdves.

8. Maximize the reach of the law and

The purpose of drug policy isto respect for the law. Keep the tens of
help people, not hurt them. billions of dollarsin annua profits away
People with drug problems need g&mkﬁmi@d Cfertle GI\;te dr;llg t
appropriate treatment, not prison ISrToutors access to courts o law to

resolve their disagreements. Don't use drug
laws to harass minorities, young people, or
politically weak communities.

sentences.

9. Respect other peoples, other cultures, and other nations. Use of some drugsistolerated in
different countries and by different cultural and religious groups. It is not right, and it is not our
business, to impose a single attitude or policy toward drugs on other nations.

10. Recognize that drugs are a major commodity in international trade. This trade never has been,
and cannot be, stopped by banning it.

11. Be creative and flexible to meet our goals. Recognize that different drugs are easier or more
difficult to regulate, and more or less damaging. Tailor policiesto the actud Stuation.

12. Turn down the volume on all drug messages. Anti-drug advertisements that exaggerate the threat
of drugs diminish respect for the law and encourage experimentation. Pro-drug advertisements --
for acohol and tobacco -- have become pervasive and ever-more seductive. Let's call atruce.

While the War on Drugs is de-escdated, the violent crime that threatens inner-city residents can be
reduced by increasing the likelihood that violent criminds will be goprehended and punished. The
literature on crime and correctionsis quite clear that certainty of punishment, rather than the severity of
the punishment itsdlf, is the most effective crime deterrent.** The criminal justice resources freed up by
ending the War on Drugs can be redeployed to ensure that persons who are menaces to others, rather
than only to themselves, can be apprehended and placed behind bars.

Further redtrictions on gun ownership, an ideathat is much discussed by the newspapers and
policymakers, is unlikely to reduce violent crime or increase the safety of inner-city resdents. Tightening
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gun control laws disarms only one side of the conflict: the law-abiding Sde. These citizens are dready
denied adequate police protection, asis reveded by the darming murder rates at the projects and in the
city’ s other poor neighborhoods. We should not take serioudy suggestions that the way to achieve
peace is to have one Sde armed to the teeth and the other sde completely disarmed.

CONCLUSION
The War on Drugs put the rifle in the hands of the man who killed Dantrell Davis. To tak about

waysto “stop the killing” without aso talking about ending the War on Drugs is unproductive and
dishonest.

The use of drugs tests the limits of our
willingness to tolerate the self-destructive To talk about waysto “stop the
conduct of others. To date, we have failed this killing” without also talking
test by willingly confusing casud drug use with about ending the War on Drugsis
addiction, and drug use with non-drug crime. unproductive and dishonest.
These linkages are weak and often nonexistent.

Basing our nation’s drug policies on such
deceptions has inflicted great damage on our
inner cities aswdl as our indtitutions of justice.

Ending the War on Drugs will not happen overnight. Many policies and attitudes must change. But
in the long run, nothing short of an end to the war is necessary if the children of Cabrini-Green areto
ecape the fate of Dantrell Davis.

ABOUT THE AUTHOR

Danid Polshy isthe Kirkland and Ellis Professor of Law a Northwestern University in Chicago, and a
policy advisor to The Heartland Indtitute.
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5. Wdfare

By Joseph L. Bast

Dantre| Davis lived in acommunity where welfare dependency has become away of life. His
mother depended on welfare; he lived in a public housing project occupied dmost exclusively by
people depending on welfare; he used food stamps to purchase food; he received his hedth care
services through Medicaid. Every day of hislife, Dantrell Davis was touched by welfare programs. And
welfare programs, in the end, helped to create many of the conditions that led to Dantrell’ s death.

Initiated out of compassion for the plight of the

Every day of hislife, Dantrell jpoor, the modern welfare state has become a
Davis was touched by welfare principl cause of poverty by shattering families
programs. discouraging work, rewarding dysfunctional

behavior, and pendizing entrepreneurid sef-
help. The verdict on the modern welfare Sate
was rendered unanimoudy when President-€lect
Clinton added his voice to those of Republicans cdling for “an end to welfare as we know it.”#?

When combined with along ligt of legd and indtitutiond barriers to affordable housing, qudity
educetion, and affordable hedth care, welfare programs place the fina and biggest burden on those
who would seek to live productive and independent lives. Children like Dantrell Davis cannot escape
the grip of poverty if the nation’s welfare system produces more, not fewer, poor people.

HOW WELFARE BREAKSUP FAMILIES AND DISCOURAGES WORK

Inthe U.S,, the publication in 1965 of The Negro Family: The Case for National Action by
Danid P. Moynihart*® iswidely viewed as the beginning of the modern popular debate over the effects
of welfare on families and workforce participation rates. William Julius Wilson's The Declining
Sgnificance of Race, published in 1978,* Charles Murray’s Losing Ground, published in 1984,
and Lowd | Gdlaway and Richard VVedder’'s report to the Joint Economic Committee of Congressin
1986 stand out as major recent contributions to the debate.

Unlike earlier critics of wefare, these modern authors portray the poor asinnocent victims but
nevertheless rationd actors caught in aweb of distorted incentive structures created by the digibility
standards and practices of acomplex socia wefare system. For example, Charles Murray contends
that family break-up and other behavior by welfare recipients are “rational reponses to changesin the
rules of the game of surviving and getting ahead. | will not argue that the responses were the right ones,
only that they wererationd.” 4’

In hisinfluentid book, Losing Ground, Murray describes the incentives facing two fictiona young
couples, one living in 1960 and the other in 1970. Murray demonstrates that welfare policiesin 1960
encouraged new mothers to marry or remain married, and new fathers to find employment. Changesin
welfare policy by 1970 -- increased cash and in-kind benefits, provisions alowing mothers on AFDC
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to keep some of their earned income, and court rulings that the presence of aman in the house of a
single woman cannot be used as a reason to deny her benefits -- changed the calculations considerably.
In 1970, having children out of wedlock was a more secure and highly rewarded route for the mother
to pursue, and dropping in and out of the labor market so as to collect unemployment insurance had
become the preferred route for the father. “1n 1970,” writes Murray, the mother’ s *child provides her
with the economic insurance that a husband used to represent.”*®

The record since 1970 has been one of
congtantly increasing spending on welfare Spending on 78 means-tested
programs. For example, from 1980 to 1990 welfar e programs rose 26 per cent
spending by federd, state, and local in real terms between 1980 and
governments on 78 means-tested programs rose 1990, reaching an all-time high of
26 percent in red terms.*® Totd welfare $210 billion in 1990
gpending reached an dl-time high of $210 billion '
in 1990.

Asareault of these spending increases, the incentives facing our fictiona couplein 1990 are even
more skewed away from marriage and work. Robert Rector, writing in 1992, estimates that current
welfare benefits for a single mother amount to between $8,500 and $15,000 a year, depending on the
date. “The mother has a contract with the government,” writes Rector. “ She will continue to receive her
‘paycheck’ aslong as she fulfills two conditions: She must not work; and she must not marry an
employed mae."*®

Under current welfare policies, amother living in an average state would have to work ajob paying
$11,000 ayear ($5.50 an hour) and providing full medica coverage to earn as much as she receives
from welfare. Even if she could find ajob paying $14,000 ayear, her annud after-tax income would
increase just $2,500 . . . for working 2,000 hours. The poor are subjected to an effective margina tax
rate of more than 80 percent, the highest tax rate of al Americand Rather than marry and risk losing
digibility for AFDC, this mother will do as millions of women on AFDC have done: remain single, or
live with a successon of “common law” pouses.

The devadtating effects of welfare on families and work have been well documented. Only 3
percent of female-headed familiesin the bottom fifth of the income distribution have a year-round, full-
time worker.>! Nearly haf of al femae-headed households in America have incomes below the poverty
line. Researchers at the University of Washington have found that an increase of roughly $200 per
month in welfare benefits per families corrdates with a 150 percent increase in the teenage illegitimate
birth rate for a state.>> Smilarly, research by Robert Hutchens of Cornell University shows that a 10
percent increase in AFDC benefits in a state corresponds with a decrease in the marriage rate of al
single mothersin the ate by 8 percent.>

Extensve empirica research by Dr. Lowd| Gdlaway and Dr. Richard VVedder, distinguished
professors of economics at Ohio University, suggests that higher welfare benefits increase the number
of people living in poverty. They have documented a close postive relaionship between AFDC benefit
levels and the proportion of the public living in poverty, finding that an additiona 5.7 million people,
including 2.5 million dependent children, lived in poverty in 1984 because of the disncentive effects of
high welfare benefits. They estimate that 12 percent of AFDC recipients in the Midwest would not be
living in poverty if welfare benefit levels had not increased & a fagter rate than benefits in contiguous
States. >

-27 -



Asareault of broken families and unemployment, welfare dependency has grown. Dr. David
Ellwood of Harvard University has shown that the overwhelming mgority of single mothers receiving
AFDC a any time are long-term dependents. Sixty-five percent of mothers currently on AFDC will
gtay on for over eight years; 83 percent will recelve AFDC for over five years. Only 7 percent will
receive welfare for less than two years>®

HOW WELFARE DESTROYS COMMUNITIES

Whdfare programs, by routindy bypassng neighborhood indtitutions, have contributed to the
ingitutions' decline and thus the decline of neighborhoods themsdlves. According to socid policy
researchers Diane Kallenback and Arthur Lyons,

Neighborhood economies are largely bypassed because the service and commodity sectors are
overwhemingly controlled by big indtitutions, investors who do not live in poor neighborhoods,
and trained professonals. Thus, most government money is routed to these groups, without
ever stopping to enrich the communities where poor people live. When public money does go
to loca organizations that hire loca
resdents, its uses are often severdy

A growing number of African- restricted, so the organizations cannot

intellectuals and policy experts perhaps even operated by poor people, are

. : difficult or impossible to open and then to
are calling attention to the o
detrimentgal effects of public aid maintain in neighborhoods where the poverty

’ € tem is dominant. 5
programs on local communities. ¥

Traditional ways of improving aperson’'s
income and status are by working in loca stores and businesses, and eventudly assuming ownership of
them as the current owners retire or move to more attractive communities. In this way generations of
immigrants have moved from renter to landlord and from clerk to CEO and investor.

Today, these routes are often closed because loca housing is government owned and food and
various services come from government sources managed and staffed by people who usudly live
outsde the community. When community members are employed, their mobility upward will often
mean leaving the community to work in the government’ s didtrict, Sate, or even nationa offices.

A growing number of African-Americans aswel as nonminority intellectuads and policy experts are
cdling attention to the detrimenta effects of public aid programs on loca communities>” Many of these
experts cdl for an end to programs that place much of the dollars spent in the hands of a“socid welfare
complex” that gifles saf-help and the growth of indigenous busnesses and voluntary inditutions. There
is less agreement, however, on what sorts of policies should replace current programs.

DO WE NEED TO SPEND MORE ON PUBLIC AID?

Funding of wefare and human servicesin lllinoisis provided by federd, state, county, and locd
governments. Federd funds flow directly to state, county, and loca units of government, and sometimes
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directly to quas-independent or private service agencies. In 1990, the lllinois Department of Public Aid
had appropriations of over $3.9 billion. In 1987, the state ranked 17th in per-capita state and local
spending on public welfare programs and 20th in welfare spending per $1,000 of persona income.

Other agencies of state government spent an additiona $2 billion in 1990 on hedth and human
sarvices. Billions more were spent by federd, county, and loca governments. A 1989 study of
government spending on poverty programsin one year (1984) in Cook County alone estimated that
$4.8 hillion was spent. Divided by the number of people thought to be living in poverty in Cook
County, this estimate produces a per-person spending average of $6,209, or over $18,600 per year for
afamily of three. The official poverty line for a family of three in 1984 was less than half this
amount, $8,277!

On top of this spending of public funds comes the voluntary efforts of thousands of private
asociations that provide aid to the poor, handicapped, and e derly. These organizations range from
churches, service groups (such as Rotary and Kiwanis clubs), and small nonprofit service and
educationd organizations, to much larger and more visible ingtitutions such as Goodwill, United Way,
and city community trusts. United Way done raised over $2.3 hillion in 1985. Totd giving to charitable
organizationsin 1989 was $114.7 hillion, though

thisincluded gifts to civic and arts organizations.
If we cannot design programs

In addition to nonprofit organizetions, that help the poor morethan they
thousands of for-profit businesses provide goods hurt them, why not refrain from
and services to the poor, elderly, and such efforts altogether ?

handicapped. These firms are often located in
poor neighborhoods and must cope with high
crime rates and competition from “freg’ goods
and sarvices provided by government and charitable organizations. The fact that the poor are willing to
pay for these goods and servicesisaclear Sgn of their vaue, even though they rarely gppear in
descriptions of services available to the poor.

Would spending even more on welfare programs help lift people out of poverty? The record
indicates that the answer is plainly “no.” Taxpayers and philanthropists already spend severa timesas
much as should be needed to lift every poor person out of poverty. The problemis that the more
money that is spent, the larger the number of poor persons who seek aid. The higher benefit leves
are lifted, the less likely welfare recipients are to enter the workforce.

WELFARE REFORM

Charles Murray proposes, as a“thought experiment,” “scrapping the entire federal welfare and
income-support structure for working-aged persons, including AFDC, Medicaid, Food Stamps,
Unemployment Insurance, Workers Compensation, subsidized housing, disability insurance, and the
rest. It would leave the working-aged person no recourse whatsoever except the job market, family
members, friends, and public or private localy funded services.”®

Thisisradica advice, to be sure. But we should follow Dr. Murray’slead by giving serious

consderation to ared, not just rhetorical, bresk with the failed policies of the past. If we cannot design
programs that help the poor more than they hurt them, why not refrain from such efforts atogether?
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Thereisamuch more successful network of private aid services operated by charities, churches, and
even for-profit businesses that help the poor without causing dependency or destroying families. Why
not alow individuds to fund these charities voluntarily from monies no longer taxed away to finance
unsuccessful public wefare programs?

The record shows that we cannot give money to the unemployed without at the same time “ paying
them not to work.” Neither can we give assstance to needy single mothers without at the same time
encouraging other single mothers to remain unmarried and married women to leave their spouses. Why
should we not findly acknowledge the dilemma underlying dl such efforts and call an end to public
welfare?

Dr. Murray anticipated that few politica leaders would publicly support hisradica solution. “The
number of ‘politicaly feasible’ changes that would aso make much difference” hewrote, “is
approximately zero.”>® The current author is more optimistic. Here are reforms that fall short of
Murray’ s solution but which nonethel ess would help some families escape poverty and become
productive members of society.

# Reducewelfarebenefitsfor single motherson AFDC. Mothers on AFDC receive a combined
package of benefits that actually exceeds the poverty level and leaves most beneficiaries much
better off than if they worked or married the fathers of their children. Thisisunfar to poor working
families and, as we have seen, has the unintended consequence of discouraging marriage and work.

# Replace many forms of welfarewith

Some people depend on welfare vouchers. Replacing public housing with
because other pUbl IC pOl icies have housing vouchers would take many poor
barred them from entry into the families out of environments where welfare
workforce, or have artificially dependency has become amullti-
inflated the cost of housing. generationd way of life. Replacing
Medicaid with vouchersfor dl low-income

families would remove one of the “perks’
of being on wdfare that is now denied the working poor. Giving poor families education vouchers
would enable their children to attend classes with the children of middle- and upper-income
children, giving them role models and higher aspirations for the future. In each case, private
businesses and indtitutions in poor neighborhoods would benefit from the millions of dollars now
going to public socid service agencies.

# Require able-bodied welfarerecipientsto work or finish school. Liberas, conservatives, and
libertarians have come to agree that welfare, when it is offered, should be part of asocid contract
with the beneficiary that imposes an obligation to work. Mothers with pre-school children could be
exempted from work requirements unless they have received AFDC benefits for longer than five
years. Robert Rector estimates that such a policy would require roughly 50 percent of mothers on
AFDC to work, compared to just 6 percent now in the workforce.®

# Remove barriersto employment and the construction of moder ately priced housing. Some
people depend on wefare because other public policies have barred them from entry into the
workforce, or have artificidly inflated the cost of housing. Wefare dependency could thus be
reduced by repeding unnecessary occupationd licensing laws in such areas as hair syling, nurang,
nutritional counsding, and dternative hedth care. Expand the mohility of the poor by deregulating
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taxicabs, jitneys, and subscription bus services. Revise Chicago’s housing code and stop the
paliticization of zoning laws, and in these ways encourage the renovation of existing housing stock
and the building of new low-income housing.

CONCLUSION

Advocates for higher welfare benefit levels o
and more lenient digibility sandards have long If outrage over thekilling of
claimed to be more “compassionate’ than those Dantrel Davis helpsfuel a
who warned that such policies did more damage movement to reform welfare
than good. But thirty years of basing public policies, then perhaps he will not
policy on such claims have produced more, not havedied in vain.
less, poverty. Generations of people now have
little hope or interest in joining mainstream
America. In the name of compassion,
policymakers have crested neighborhoods like that of Cabrini-Green, where children like Dantrell
Davis are born to broken families, grow up with few positive role models, and too often die a very

young ages.

If outrage over the killing of Dantrdll Davis helpsto fud a movement to reform welfare policies that
trap millions of other children around the country, then perhaps he will not have died in vain. But what a
tragedy it isthat the price of changing public policy should be so high, and that Dantrell Davis will not
be aive to witness the changes he helped bring abouit.

ABOUT THE AUTHOR

Joseph L. Bast is presdent of The Heartland Indtitute, a nonprofit and nonpartisan center for public
policy research with officesin Sx Midwest cities. He is also the author or editor of four books on state
and locd public policy issues.

-31-




6. Jobs

By Robert J. Genetski, Ph.D.

Dantrell Davis was killed in acommunity with
Table1 low income levels and high unemployment.
Rate of Employment Growth Satistics and prac_tlc_:d experience co_rrflrm that
inlllincisvs. U.S. violence, gang activity, and drug deding are dl
1969-1991 much more common in poor communities where
o _ jobs are scarce than in prosperous communities
Year  lllinois% U.S.% Diff where income and jobs are more plentiful.
1969 2.1 3.7 (1.5) o _ _
70 -0.5 0.7 1.2 Would Dantrell Davis ill be dive today if the
L '3-2 gg %gg residents of his neighborhood were better off?
73 35 4.2 (07) Would the snlper who killed him have even owned
74 1.8 1.9 (0.2) agun or used it on thet fateful day if he was
L3 28 = a3 gainfully employed? These questions are worth
77 20 3.9 (1L.9) pondering when we consder that a substantia part
;g i-g gé g% of poverty and unemployment in Illlinoisis the resuit
80 o6 P 13 of public policies that could be changed.
81 -2.4 0.8 (3.3
82 -2.9 -1.7 (1.2
83 -1.4 0.7 2.1
s 2 o §1_6§ 1.7 MILLION LOST JOBS
85 1.8 3.2 (1.4) _ o _ _
86 0.7 2.1 (1.3) Prior to 1989, Illinois consstently created jobs
g; gg g'g 22% a adower rate than the rest of the nation.®* During
89 4.4 29 15 atwenty-year period, lllinois crested jobs faster
90 -0.1 -0.5 0.4 than the rest of the nation just one year, 1976. The
ot 09 10 0.1 good news is that I1linois outperformed the rest of
the nation in each of the last three years. Table 1

on the next page shows the annud rate of change
in the number of jobsin lllinois and the nation as awhole, and the difference between the two rates.

Y ear after year of failing to create jobs at the pace of the rest of the nation created alarge gap
between the number of jobs that actually exist in Illinois and the number that would have existed in
the state had we only grown at the nationa average rate. Figure 1 shows how the gap has steadily
grown over the years. In 1991, the gap was 1.7 million jobs.

Had Illinois only matched the nationd rate of job increase during the past twenty years, there would
be 1.7 million more jobsin the state today than there actualy are. This job bonanza, combined with
some of the other reforms advocated by other contributors to this report, would have helped reduce the
date' s poverty rate, which instead rose during this period. Some new jobs would have reached the
residents of Cabrini-Green or helped people avoid having to live a Cabrini-Green.

The 1.7 million jobs would have been accompanied by a staggering $79 billion in persond income
in 1991, if the ratio of persond income to the number of jobsin Illinois had stayed the same during this
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period. Can you imagine how different Illinois would be today if an additiond $79 hillion of income was

avallable to the stat€ s residents?

ILLINOIS TAX BURDEN

Why did job crestion occur so much more
dowly in lllinois than in other states? There are
many factors that explain the dynamic process of

Figure 1
Numher of Jobs in [llinois
Actual vs. Projected at National
Growth Rate

job crestion and destruction. Some of them are ThG L
difficult to quantify, such asthe role of Ty S
entrepreneurship and the very subjective o
judgments of investors and consumers. Luckily, we el gl

do not need to fully understand al these different L

influences in order to estimate how public policies t ‘ 7
in lllinois have influenced job creation. et | ;""F e

ety
What happened during the twenty years [ =
between 1970 and 1990 that can plausibly be 4 :
linked to job cregtion in lllincis? Many of the I
events that come to mind -- foreign competition, | - - Projected ~— Actual

oil price shocks, technologica change,
demographic change, and so forth -- have affected most other states in afashion smilar to lllinois. The
compoasition of 1llinois economy -- that is, the shares of total employment devoted to agriculture,
manufacturing, finance, and so on -- is remarkably Smilar to that of the rest of the nation, suggesting
that theézeffect of externd influences should have been about the same as their effect on the nation asa
whole.

[llinois does stand out from the rest of the nation during this period in one important way: The
date stota tax burden relative to other states rose dramatically from 1970 to 1984, and today is sill
higher than most other states. Rdlative tax burden affects economic growth by making businesses less
competitive with businesses in other, lower-tax states. High taxes reduce the level of profits from which
businesses can make new, job-creating investments. And rising taxes sgna potentia investors that
Illinoisis not a safe place in which to make long-term capitd investments.

What evidence isthere that taxesin Illinois have increased since 19707 Apologists for higher taxes
attempt to portray Illinois as alow-tax state. They focus only on the state’ s income tax and clamits
rateis lower than many other sates, or they focus only on state tax revenues and neglect to mention our
high property taxes. Often, they compare us to states, such as Alaska, Colorado, and Montana, where
taxes on individuas are kept low only because taxes are high on ail, natura gas, and other natura
resources.

The proper way to compare tax burdensis to count both state and local taxes, take into account
differences in the wedlth of taxpayersin different sates, and remove the influence of such things as
natural resources that can skew interstate comparisons. Such ameasure is produced by the Advisory
Commission on Intergovernmental Relations (ACIR), a bipartisan body created by Congressin 1959
to addressissues of local, sate, and federal governance.®® A graphica representation of its findings for
Illinois gppears in Figure 2 below.
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According to ACIR, lllinois totd “tax effort” was below that of the rest of the nation every year
prior to 1980. In 1980, the state' s tax effort jumped to 103 percent of the nationa average and then
rose each year until 1984, when the sate' s tax effort stood at 110 percent, the ninth highest tax level in

the nation. Since 1984, the state' s tax
burden has drifted dightly downward, to

Tigure 2 102 percent in 1988, 14th highest in the
Minois Tax Burder Relative 1o Nation nation.
1970-14G78
Hap TAXESAND ECONOMIC
- GROWTH
110
= Isit merely a coincidence that lllinois
105 = lagged benind the rest of the nation
- when our tax burden was rising relaive
100 - to other states, and has pulled ahead
since our tax burden has begun to fal?
=l Or istax burden the factor that explains
B why Illinois job cregtion rate differs
50 from the rest of the nation?
= The relaionship between taxes and
- economic growth has been studied by a
an £ i S score of independent scholars and

67 69 71 73 75 77 72 91 8% BS 68 researchers. For example:

# Victor A. Canto and Robert J. Webb found in 1983 that growth in state persona income was
negatively related to change in state and local taxes®

# Carl E. Ferguson, Jr., in 1985 found employment and red per-capita persond income were
negatively related to increasesin state and loca taxes®

# Jay L. HEmsin 1985 found that states with relatively high state and local taxes experience dower
overal economic growth.%®

# Thomas R. Plaut and Joseph E. Plutain 1983 found that a stat€' s tax effort was negatively related
to growth in manufacturing employment.®’

# Wadter S. Misiolek and Carl E. Ferguson, Jr., in 1988 found change in totd state-only tax burden
to be negatively related to a sate’ s overal economic growth and for income and employment
growth in each of nine subsectors of the states' economies.®®

# GerddW. Scully in 1991 found that “an increase in a stat€’' s own tax rate relaive to the ratesin dl
others dows the rate of economic growth in 45 of 49 states.”®°

# Michadel Wasylenko and Therese McGuirein 1985 found that state taxes as a percent of persona
income were negatively related to overal employment growth. ™

-34-



In 1990, John Skorburg and this author tested the relationship between taxes and economic growth
using tax effort indices for dl fifty states and the Didtrict of Columbiafrom 1975 to 1986 and persond
income data for each year from 1975 to 1987. When the states were plotted on a chart with change in
personal income on the verticd axis and change in relative tax burden on the horizontd axis, we
found nearly dl the states that raised their taxes relative to the national average experienced dower-
than-average growth, while nearly every state that lowered its relative tax burden experienced above-
average economic growth. The “scatter diagram” in Figure 3 shows our findings.

There is strong evidence that, thanks to Governor Jm Edgar’ s budget cuts and strong stand againgt
tax increases during the past two years, lllinois tax burden isfindly returning to the levels of other

Figure 3
Taxes and Economic Growth, 1980 - 1987
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dates with which we compete for jobs. ACIR's prdiminary estimates for 1991 place lllinois' tax effort
below the nationd average for the firgt timein over ten years. Thisis good news for every taxpayer and
every businessperson in the sate because it means we are well positioned for economic growth during

the coming months.

OTHER BARRIERSTO JOB CREATION
Beddeslllinois tax palicies, there are other barriers to employment faced by the poor that are the

unintended results of public policies. Severd policies meriting particular attention are minimum wage
laws, licensing laws, redtricted mohility caused by public transit monopolies, and the nation’s Socia
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Security system.

Minimum wage laws mandate that a higher wage be paid, but such laws cannot mandate that a
worker’ s productivity smilarly increase. Since, in the long term, wages will tend to equd the vaue of
the margind product (the last unit of production) of the worker, minimum wage laws makeiit illegd to
hire someone whose margind product is of avaue below the minimum wage. The poor tend to be poor
because of their lower productivity, so they are the most hurt by minimum wage laws.”

There is evidence that minimum wage laws aso encourage racid and sexud discrimination because
they ban price competition among applicants for entry-level positions.” Since the employer must pay
the same rate to al applicants, he or sheisfree to indulge prejudices in sdecting applicants. There has
long been broad agreement among economists that minimum wage laws hurt rether than help minorities
and the poor. In recent years that agreement has spread to other disinterested groups. Even the New
York Times has editoridized in favor of abolishing the minimum wage.

Licensing laws hurt the poor by excluding them from certain professons that would otherwise
require very modest investments of capita. Such professonsinclude beauticians, barbers, nurse
assgtants, and taxicab drivers. Licenang laws aso raise the cost of these services by redtricting
competition and supply.”

Public masstranst monopolies aggravate
the poverty problem by artificidly raisng the
price and lowering the availability of
transportation to potential workplaces.” In
Chicago, until recently, the number of taxicabs
alowed by the city wasfixed & the same
number as was alowed in 1968. Asthe city has
grown in population and geographic reach, its supply of taxicabs has been artificialy constrained. Low-
income neighborhoods are the firgt to |lose taxicab service when the supply of taxicabsislimited. Alsoin
Chicago, it isillegd to operate private bus or van services on routes served by public buses. Private
service was only recently legaized on routes not served by public buses.

Many workers now pay morein
Social Security taxesthan they
pay in income taxes.

Privatizing Social Security, as has been donein Chile, would greetly encourage work and
saving.” Many U.S. workers now pay more in Socia Security taxes than they pay in income taxes. At
15 percent of gross pay, the combined employer and employee “contributions’ to Social Security
discourage some people from even accepting low-paying jobs, and others work in the black market to
avoid the tax. Because money paid into Socid Security is not assigned or credited to specific
individuas, the typica worker takes no pridein his past contributions and cannot be blamed for being
skeptical that money will be available for his or her retirement.

If individuas were permitted to deposit fundsin their own personal retirement accounts (IRAS) in
lieu of paying Socid Security taxes, many workers would accumulate large amounts of funds for their
retirements. In fact, under such a system, low-income worker s could easily accumulate three-quarters
of amillion dollars by the time they retire. Workers who earn an average of $20,000 a year during their
lives and 6 percent interest on their IRAs would retire with $770,000 in their accounts under a
privatized system. Such a system would enhance the attractiveness of legitimate work while
discouraging participation inillegd activities.
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HOW TO CREATE MORE JOBS

What if lllinois was a full-employment state? Had the sniper who took Dantrell Davis' life been
ganfully employed, would he have been perched in avacant unit in Cabrini-Green competing for drug
dollars and turf? Would life have been better for Dantrell Davis? Would he even have been killed?

Quedtions like these convince us of the .
importance of taking action to reduce Had the sniper who took Dantréll

unnecessary unemployment in lllinois Weknow | Davis' life been gainfully employed,

alot about how to create more jobs based on would he have been perched in a
experiencein llinois and around the country. vacant unit in Cabrini-Green
Here are some of the principa public policy competing for drug dollars and

changes that would contribute most to creating turf?
more jobsin Illinois

# Reform property taxes. Cap local property tax increases, reform the property tax assessment
procedures to make them more uniform, and smplify the process so taxpayers know who is taxing
them, for what services, and in what amounts. To help communities cope with the caps, reped
unfunded state mandates.

# Oppose effortsto increase the stateincometax or to makeit more*“progressive.” lllinois
personal and corporate income taxes were increased only two years ago, and are aready high
enough to have dowed Illinois economic recovery. Raising income taxes even higher will destroy
more jobs.

# Oppose passage of new taxes or increasesin existing state taxes. In recent years, lllinois has
seen new taxes imposed on awide range of goods and services, including computer software and
telephone messages. Thisis essentidly a shell game that can confuse but not fool taxpayers. The
fundamentd issueistotal tax burden, not only one or two tax rates.

# Support passage of the Tax Freedom Act. In January, 1993, the Tax Freedom Act will be
introduced in the lllinois state legidature. The Act would roll-back property, locd, and user taxesto
1988 levels or freeze them a current levels, whichever islower. The Act dso would require
referendafor any increases in property taxes levies. Findly, the Act would change the two dates a
year property taxes are paid to match the primary and generd eection dates.

# Repeal occupational licensing laws and anti-competitive common carrier regulations. Work to
reped unnecessary occupationd licensing laws in such areas where people with little cgpita could
gart their own businesses. Create new job opportunities and expand the mobility of the poor by
deregulating taxicabs, jitneys, and subscription bus services.

# Pressfor privatization of Social Security. Replacing Socid Security with a private retirement
system would increase work and saving while making the retirement of the next generation more
financialy secure. Legidators from Illinois should be &t the forefront of efforts to reform Socid
Security, Since the job-creating simulus it would provide would especidly benefit Chicago and its
surrounding suburbs.
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CONCLUSION

Politicians enjoy promising “jobs, jobs, jobs’ during their campaigns for office. Amid al the
rhetoric, it is sometimes difficult to understand how jobs are created and how important they are to our
communities. Dantrell Davis murder brings us back to these questions and gives us reason to find
answers.

Illinoislost 1.7 million jobs to other Sates because of its dow economic growth during the 1970s
and 1980s. With these jobs have gone billions of dollarsin persond income, income that could have
helped rebuild our city’ s infrastructure, housing stock, schools, and other vital ingtitutions. A principa
cause of thisloss of income was llinois rapidly rising tax burden. Other causes were regulatory policies
that inhibited business start-ups and expansion.

Governor Jm Edger is showing promiseasa
political leader who understands the connection
between taxes and economic growth. By puiting
the brakes on State tax increases, he can take

By putting the brakes on state tax
increases, Governor Edgar can

take SOme credit for_ the state_’ S some credit for the state’ s exceptionaly good
exceptionally good job creation job creation record for the past two years. If he
record for the past two years. can resist the calls for future tax increases,

[llinois may be on the road to greater prosperity.

The coming economic prosperity will arrive too late to save Dantrell Davis. But perhapsit will save
the lives of other innocent children whaose neighborhoods will be safer and whose futures will be made
more bright.
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7. Afterword

By Randy E. Barnett

The recent focus on violence in Chicago, and in the city’s public housing projectsin particular,
provides an occasion to reconsder awide range of city, state, and nationa urban development policies.
The essays in this collection show that many of these policies failed to achieve their ends, and they point
the way toward a more promising direction or paradigm.

“Urban renewa,” asit was cdled in the
‘60s and * 70s, was a good ideathat received a Urban renewal failed because it
bad reputation from its close association with disregarded the basic principles
top-down, command-and-control government that must motivate any effort at
efforts. These efforts often did more to destroy urban reform and public pdlicy-
than to renew urban neighborhoods. We are il . P policy
feding the harsh effects of these misconceved making generally.
efforts.

These measures did not fail for lack of “resources.” They failed because they disregarded the basic
principles that must animate any effort at urban reform and public policy-making generdly. In particular,
they failed to come to grips with the two most pervasive socid problems every society faces. the
problemsof knowledge and interest.

The problem of knowledge istwo-fold. One part of the problem is that so much information in
society is known only to individud actors. How can individuals and associations make use of the
knowledge they possess as to how they may best live their lives? Only they redly can know what they
want out of life and the opportunities and congtraints thet they confront. While an “expert” may know a
lot about nutrition and hedlth care, the most well-meaning of bureaucrats smply cannot know what a
mother knows of the particular needs of her children and herself and the unique opportunities she may
have to satisfy these needs.

The second part of the knowledge problem is the unavoidable ignorance of policy makers. Policy
makers must necessarily have a pervasive ignorance about the needs, desires, abilities, and
opportunities of others. Policy planners are amost always operating in the dark. They smply cannot
know what they would need to know to assure us that any policy they promote will do more good than
harm. Consequently, the road to urban renewd is littered with unintended consequences.

The problem of interest isthree-fold. It includes the partiality problem: Interest groups, such as
public school teachers, who believe they directly benefit from government policies, tend to be partid to
the continuation of these palicies, even in the face of clear evidence of falure. They have avested
interest -- sometimes emationa, sometimes financid -- in continuing government programs long after
they have proven to be ineffectua and even counterproductive. Socid “experiments’ such as massve
public housing projects serve the interests of powerful congtituencies, and thus are never declared
falures
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Another problem of interest is the incentive problem. Even people with freedom to act as they
please will not do so in acondructive way if they fear that the benefits of their effortswill be
confiscated. Thisis awel-known pitfdl of traditiona welfare programs that pendize savings,
employment, and families with fathers. If asingle mother loses generous wdfare benefits after she gets
even alow-paying job, what incentive has she to become gainfully employed?

Findly, there is the compliance problem --
that is, the problem of bringing a person’s sdif-

. . interes into line with the rights of others. To the
asthey pl_ease Wi I.I not dosoin a degree that crime pays, wegwill have more
Construct_lve way '.f they fear f[hat criminds. The chalengeisto develop public
the benefits of their efforts will be policies that discourage individual behavior that
confiscated. violates the rights of others.

Even people with freedom to act

Each of the proposals presented in this study
attempits to address the problems of the inner city while coming to grips with these pervasive problems
of knowledge and interest. For example, home owner ship (or the private ownership of apartment
buildings -- especidly of smaler buildings) enables persons to use their own knowledge to exclude from
their property undesirable persons before violent crime or vanddism is committed. More extensve
private property ownership -- rather than more fearsome punishments -- is the way to achieve genuine
crime prevention. Moreover, ownership of houses and gpartments creates powerful incentives to
maintain one' s property.

The overwhdming mgjority of inner-city parents know far better and care far more than outsiders
about the educationd needs of ther children. They lack meaningful educational choice, not knowledge
or interest. Moreis reveded than isintended by the charge that school choice would destroy public
schools Such a charge admitsthét, if given achoice, inner-city parents will refuse to tolerate the
conditions now forced on them by the public schools. Thisis hardly evidence of the parenta
indifference or ignorance we hear so much about.

The inflated prices and profits created by drug prohibition create enormous incentives for crimind
activity among the urban poor as well as corruption among urban police. The violent control of the drug
trade created by prohibition was the reason why the shot that killed Dantrell Davis was fired. When
was the last time someone was shot trying to control commercein acohol or tobacco? A litmus test of
the seriousness of any urban reform agenda is whether it includes, as one of its highest priorities, the end
of drug prohibition. Without this step dl others are futile.

The problems of knowledge and interest are nowhere better illustrated than in current policies
concerning welfare and jobs. Money for welfare should go directly to the needy to use asthey seefit,
not to armies of bureaucrats who presume to know better what their “clients’ need. And incentivesto
provide jobs for everyone, including the unskilled, must not be sapped by tax policies that drain the
financia rewards avay from those who have put their knowledge to use to start and manage successful
businesses.

Urban policies that ignore these firgt principles are destined not only to be ineffective; they will do

positive harm. Urban “experts’ have spent the better part of my lifetime pursuing such policies, and asa
result we continue to witness urban deterioration.
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When | was young, the good faith of anyone who raised concerns about the wisdom of these
policies was questioned. The Situation has now reversed. We have reason to question the good faith of
those who s0 ardently and vehemently cling to the past and refuse even to discuss, much less consider,
any radicd dternative. Why not give the policies recommended in the preceding pages a chance?

No one suggests that any of these proposas

isa"panaced’ (another hoary straw-man Urban policies that ignore these
argument used by defenders of the past). But first pr ielciples are dgstined not
now can they possibly doworse then thestatus | - oy to be ineffective; they will do
quo? To the contrary, by respecting first itive h '

principles, these policies cannot help but make positive harm.
things better.
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