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As milestones go, 1998 was historically significant for the Urban
Institute. The first milestone was turning 30 under the leadership
of our founding president, Bill Gorham. That length of tenure is
uncommon under any circumstances, but sustained leadership of
Bill Gorham’s quality and compassion is very rare indeed. Those
of us listed on this page who have had the privilege of serving as
chairman of the board of trustees have offered strategic advice
here or there and supported the Institute in other ways, but it is
Bill Gorham who forged the Institute out of hopes and aspirations.
For people with a bottom-line bent, this annual report presents
compelling evidence of the valuable organization he has built and
of the quality staff he has attracted and retained. What are not
obvious in the report, though, are the intangibles that mark Bill’s
leadership: vision; a tough intellectualism that demands the best
and usually gets it; a decentralized and democratic managerial
style; a quiet, unselfish temperament nourished by the accom-
plishments of others; and strength of character.

The other milestone was Bill Gorham’s announcement that he
would retire from the presidency of the Urban Institute at the end
of 1999. Finding another leader as gifted and committed is a
daunting challenge. It is made easier by the Institute’s reputation,
but Bill will be sorely missed. Reading Bill’s own 30th anniversary

letter, which follows, reveals just how much.
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President’s Letter

In the four years before the Urban Institute was
founded in 1968, hundreds of laws directed to one
or another domestic purpose were passed. It was an
uncommon political period; Lyndon Johnson had the
power to make things happen and he used it to put
more social problems on the federal government’s
“can fix” list.

The Urban Institute:
30 Years of Service

Many of these were landmark laws—clear at the
time and still clearer today. Many sprang from a
widely held sense of injustice, fear, or unmet needs;
it was, after all, a time of widespread urban unrest
and assassinations. Many were promising ideas but
were underfunded, caught in the “guns or butter”
milieu of the Vietnam War. And others were stabs in
the dark—the form that dollars thrown at problems
took.

Most were also based on sparse knowledge of
who would benefit and how the programs would be
carried out. Most were built on ideas drawn from
academic brainstorms or very small, unevaluated
“demonstrations.” A few were designed to be field
experiments. The intention was to promote the suc-
cessful approaches and fund them in other cities. But
often the proposed legislation fell victim to the tradi-
tional congressional imperative of spreading around
the “goodies” and emerged with an ineffectually
small stash of funds for each of hundreds of cities.

The responsibility for fielding these programs was
loosed mainly on public state and local workforces
with little directly relevant experience. Nor was there
much of the experience or interest in evaluation
needed to learn from and build on the bulk of Great
Society programs.

A flashback is worth sharing here. When 1| joined
the Department of Health, Education, and Welfare to
start a Planning and Evaluation function (ASPE), |
interviewed about three dozen officials responsible
for programs and found that few had any concept of
how, or for that matter why, to measure the contri-
bution of their programs to society. Administrative
data, such as it was, was exclusively fiduciary—who
got the money, whether it was properly accounted
for, and, sometimes, how many people participated.
The information routinely collected could not be
used to assess the program’s worth. To improve
prospects, | suggested that a clause be inserted in all
new legislation directing the department to evaluate
newly funded programs under its purview and that 1
percent of all appropriated funds be allotted for that
task. This was 1966.

At the time | didn’t realize that the “evaluation
industry” would grow the way it has or that | would
be involved with it for most of my professional life.
Toward the end of the 1960s recognition had grown
that resolving tough social problems required more
understanding, and that meant more investment in
intellectual resources. That recognition was the
impetus for creating the Urban Institute.

In the 30 years since then, the Institute has been
true to the purposes for which it was created. This
annual report offers our view of the Institute’s more
significant contributions to understanding the
nation’s collective efforts to address social problems.
Since we are part of that larger community of policy
analysts, economists, and other social scientists, most
of the contributions we have been privileged to
make are built on the work of many social scientists,
predecessors and contemporaries in other institu-
tions. Cases in which we have had the last stick on
the puck before a goal was scored are the exception.
Most of the time we are moving the puck along—
toward, we believe, the goal of wiser policy. If the



Urban Institute plays a good game, it’s for several
reasons, none of them terribly surprising but all of
them important.

Credibility. In a nutshell, credibility means that
you are believed—that what you say is as close to
the truth, the whole truth, and nothing but the truth
as funding, time constraints, and sound social sci-
ence allow. No expert or group of experts is always
right, but the belief that they strive to get at the
truth and are skilled enough to succeed most of the
time is crucial to the effectiveness of a research
organization. Few in public policy roles—including
the press—who need the data, the findings, and the
conclusions of our work have the time or the back-
ground needed to judge for themselves the research
behind our reports.

Because the Urban Institute itself does not
“speak”—only our researchers do—our organizational
credibility comes from the perceived objectivity and
quality of our researchers’ work and the belief that
the organization is not biased, does not sanction bias
among its staff, and does not cater to the biases, if
any, of its funders. Our funders, including the gov-
ernment, have honored our independence by not
interfering with the work they funded. There have
only been one or two exceptions in over 30 years,
resulting only in the delay of publication of the
reports.

Our credibility is a prime product of our inde-
pendence. Our independence, along with rigorous
analysis, defines our competitive advantage.

Relevance. Our research agenda covers dimen-
sions of American society subject to public-sector
involvement. Since 85 percent of that agenda is
financed by public agencies or foundations devoted
to public issues, relevance is all but assured.
Moreover, unlike for-profit organizations, the
Institute has no imperative to grow, so we can
confine our research to problems or issues that

we regard as important. As a result, we mostly study
the long-term challenges to our country’s social and
economic well-being.

A continual challenge to public policy researchers
is having vital information on an issue precisely
when that issue is on the table. The best way is to
maintain a research agenda on domestic public poli-
cy perennials: education, entitlements such as Social
Security and Medicare, taxation, poverty, criminal
justice, or immigration. While no one institution can
stay with the full gamut of important public policy
concerns, the
Institute’s agenda
has covered critical

Since we are part of

that larger community
of policy analysts, economists,
and other social scientists, most
of the contributions we have been
privileged to make are built on the
work of many social scientists
In universities and other
research institutions.

aspects of most for
many years.

Since our
beginning, another
primary concern
has been develop-
ing the tools for
acquiring data and
information—and
for using this
information effectively. These tools and know-how
have allowed us to provide timely estimates and
comparisons of the costs and benefits of various
policy paths to the same end. Sharing models with
fellow researchers, public officials, and others con-
cerned with public policy assessment has been one
of the Institute’s most important contributions.

Relevance is also a by-product of scanning the
horizon for emerging issues. We follow statistical
trends or survey data either to spot new problems or
to be ready with timely information when the prob-
lem matures and policy change is in the air. We have
been able to support such research with the help of
private foundations or with limited, treasured inter-
nal resources. Examples of providing early warning



of impending issues are described in this report. Of
particular note are the emergence of federal budget
deficits (1984), the roots and scope of homelessness
(1988), the rising number of medically uninsured
(1986), and the plight and public burden of immi-
grants, both legal and illegal (1994).

Staff. The reputation and contribution of the
Institute depend on the quality, motivation, and
output of the research staff. The Institute’s wisest
investment has been in an environment attractive to
first-rate social scientists and other policy analysts.
And those who leave almost invariably remain
friends and emissaries, and many return after a
stint in public office or in another sector.

Why? The Urban Institute has since its inception
been participatory. Staff members are involved in
most of the decisions that affect their workplace and
work lives, including promotion and salary setting.
We limit bureaucracy to that necessary for prudence
and to comply with funders’ requirements. Also,
the Institute is highly decentralized for purposes
of agenda setting, fundraising, recruiting, and both
conducting and reporting research.

Intellectually, the Institute is a wellspring, offering
many opportunities to stay abreast of the work of
fellow researchers and, in scores of annual briefing
sessions, that of outside researchers.

The Enablers. Our trustees—each distinguished
and wise—have contributed to the direction our work
takes and our ability to do it—some with significant
financial support, some with good counsel, and some
with both. The foundations and agencies of govern-
ment who fund and use our work also, from time to
time, cooperate in our efforts to improve it.

Most of our funds are raised in formal or
informal competitions. Recently, over-the-transom
projects have widened our options and reduced the

time spent on fundraising. Foundations, now sup-
porting about half of our domestic research, have
been the major funder of our broad policy studies.
Prominent among these are the eight-year study of
the impact of the Reagan administration’s policy ini-
tiatives, immigration studies, work on the changing
role of women in the workforce, our earliest studies
of the welfare system, research profiling the non-
profit sector, and our largest project ever (Assessing
the New Federalism).

The major source
of self-initiated
research has been
our endowment,
developed over the
past eight years.
We owe it to the
generosity of
several foundations
and trustees. By the end of 1998, with astute
financial guidance from our trustees, the endowment
totaled over $50 million, a little less than the
Institute’s current annual operating budget.

Ultimately, though, what makes us (and social
policy research) possible and useful is the character
of our society itself. First, Americans generally
believe that improving one’s own life and the lot of
one’s fellow citizens is both desirable and possible.
Most also believe that these goals require collective
action. Second, America’s unique democracy views
its public sector as everybody’s business. This
democracy is relatively open and transparent and
the press is free and nosy. Americans not only
tolerate criticism and evaluation of its public sector,
they demand it.

William Gorham




The Urban Institute grew out of the fertility of the
Great Society and the legislative genius of President
Lyndon Johnson. Today we consider it a significant
achievement if a president proposes and a Congress
enacts two or three major programs in a year. But
during LBJ’s years in office, the President proposed
and Congress enacted about 100 programs a year.
Among the landmarks were:

In education, Head Start, Aid to Elementary and
Secondary Education, and Special Education, to name
a few.

In health, Medicare and Medicaid, centers of med-
ical excellence across the nation, Community Health
Centers, and health professions training.

For urban America, the Public Housing Act of
1968, Model Cities, Urban Mass Transit.

In Civil Rights, the 1964 Civil Rights Act, which
opened public accommodation to all and prohibited
employment discrimination, and the Voting Rights
and Fair Housing Acts.

In the environmental area, the Clean Air and
Water Acts, Motor Vehicle Pollution, Solid Waste
Disposal, and the Clean Rivers and Wilderness Areas
legislation.

For the consumer, Auto and Highway Safety,
Truth in Packaging, Truth in Lending, the National
Transportation Safety Board, and the Product Safety
Commission.

And don’t forget the War on Poverty, the Freedom
of Information Act, the Food Stamp program, and the
hike in Social Security benefits that lifted two and a
half million people out of poverty.

Did we legislate too much? Perhaps. Make mis-
takes? Of course. But it was to capitalize on govern-
ment’s successes and learn from mistakes that the
Great Society created the Urban Institute. The
Institute was founded on the recognition that mis-
takes can be corrected, that compassion uninformed
by competence leads to chaos, that efficient govern-
ment depends on facts, and that only an effective
government will earn citizens’ trust and confidence.

As parents of these programs, we knew we were in
no position to see their warts, much less remove
them. Only a premier policy research facility inde-
pendent of government and political bias could take
a fair measure of what we had done—an organization
that could conduct quantitative analyses and objec-
tive program evaluations, as well as suggest creative
solutions to the problems of the dav.

With a little arm twisting, we persuaded every
cabinet-level agency with a social mandate to help
fund such an institution. We assembled a stellar
group of incorporators—including Charles Schultz,
Kermit Gordon, McGeorge Bundy, Irwin Miller, Arjay
Miller, Richard Neustadt, Cyrus Vance, and Robert
McNamara—with experience at the highest levels of
government, academia, and business. We found in Bill
Gorham a president who could provide the needed
intellectual leadership and commitment to nonparti-
san research.

And what happened? For 30 years now, the Urban
Institute has earned the respect of official and unof-
ficial Washington as a nonpartisan shop with no
political agenda. Since its creation in 1968, every
administration has sought its advice. The Institute has
set the gold standard for science-based policy analy-
sis and invented many tools that social scientists use
today. Among its many firsts are the use of “paired
tester” applicants in employment to uncover discrim-
ination, microsimulation to predict the household
effects of proposed programs and policies, and spear-
heading federal, state, and local efforts to deliver
customer-friendly services.

With its exceptional track record, the Urban
Institute is poised for the tasks of its fourth decade—
among them, assessing changes in our welfare
system, comparing proposals for dealing with the
retirement of the baby boomers, and tracking the
nonprofit sector as it moves to center court in social
service delivery.

From an address by

Joseph A. Califano, Jr.,
at a celebration of the

30th anniversary of
the Urban Institute,
November 17, 1998.



The Urban Institute’s 30 years just about parallel the 30-year history of affirmative action. The
birth of affirmative action can be dated to the late 1960s. It was not intended by the support-
ers of the important civil rights legislation of 1964, 1965, and 1968 and was in no one’s mind
in those years of struggle: 1 am sure Hubert Humphrey was perfectly honest when he asserted,
during the debate on the Civil Rights Act of 1964, that there would be no quotas and that
indeed they were specifically prohibited by the law. But Humphrey and others had not thought
through the question of how to administer a new law against dis-
crimination in the absence of numbers, how to root out discrimina-
tion in the absence of numbers. And once the
numbers were required, under the law, many
unforeseen consequences followed. A pattern of
institutionalized racial preference was created—in employment in major companies and in gov-
ernment, in the distribution of government contracts, in admissions to selective institutions of
higher education. This so contradicted the expectation of and hope for a color-blind society that
it was inevitable there would be fierce resistance to it. But what was most astonishing was that
the resistance was isolated—and maintained more by individual intellectuals than by any orga-
nized interests. Society’s major institutions—government, business, educational, philanthropic—
all acceded and said it was good. And so things stood until the late 1990s, when mass resis-
tance emerged in admissions to institutions of higher education, concentrating all our minds.
Just why did we create this elaborate system of racial preference? Was it needed? Is it still need-
ed? And how is it to be justified? We are all thinking harder about these issues now than we
were in 1968.

Affirmative action in public higher education seems on the way out, though it remains firm
in elite private higher education. Public referenda—in California and Washington—and Circuit
Court decisions signal its demise, though the Supreme Court has not yet ruled on these impor-
tant lower court decisions. But will the principles, drawn from Constitutional and statutory law,
that are outlawing affirmative action in higher education be applied to employment, public and
private? Up to now what we have seen is a clash of principles, rather than the impact of
research. Indeed, research on the effects of affirmative action in employment has been neither
massive nor decisive, and we have nothing equivalent to the research of William Bowen and
Derek Bok on the effects of affirmative action in elite private higher education. While facts may
not determine principles, they do affect how single-mindedly and firmly we adhere to them,
and here is indeed a key task for research. Just how has affirmative action in employment and
contracting affected America’s largest minority? We have no good answer to this question.



New Knowledge
From New Techniques

The Urban Institute got its start
in 1968 as the brainchild of a
blue-ribbon panel set up by
President Lyndon Johnson to
monitor and evaluate the Great
Society initiatives that sprang
from some 400 laws that had
been passed since 1964. The
Institute answered a need for
independent analysis of govern-
ment performance and for data-
driven research on America’s
cities and their residents in the
wake of widespread urban unrest.
The founders’ fear was that, with-
out both, government programs
would be flying blind. The hope
was that better research would
lead to better social policy.

In its early years, the Institute
worked mainly on persistent
domestic problems that might
yield to government action.

The agenda included poverty,
education finance, unemploy-
ment, urban housing shortages
and decay, urban transportation
gaps, and the need for welfare
reform. Audience definition
would later expand but in
1968
it was
simple:
municipal,
state, and federal policymakers.

The first major project bor-
rowed an analytic approach
pioneered at the U.S. Department
of Defense. Examining how
four cabinet-level agencies evalu-
ated the social programs they
sponsored, this study led to an
influential report that assessed
evaluation methods. Soon after,
we sized up the impacts of the
Model Cities program of the
1960s and new secondary educa-
tion programs for disadvantaged
children. From here, the Institute’s
research branched out in many
directions:

Low-Income Housing:
innovative subsidies, housing
vouchers, management of
public housing

Transportation: travel
forecasting models, transport
planning techniques

Education: school expendi-
tures by pupils’ race and
income level, impacts of
alternative methods of
financing kindergarten
through 12th grade

Local Governance: citizen
participation and community
control, the case for metropol-
itan- wide solutions to urban
problems and for metropolitan
governance

Fiscal Systems: federal
grants reform, municipal
capital markets and borrow-
ing, impacts of economic
cycles on city budgets

Public Service Delivery: user
charges, technology lags and
management problems with
city services, performance
measurement

Income Transfer: income
maintenance and distribution,
criteria for redistributing
income

Employment: creating jobs
for the urban poor, urban
economic development

Urban Indicators: developing
and refining measures of
cities’ and citizens” well-
being and public employee
compensation, comparing
U.S. metropolitan areas using
such measures



During these years, systems
analysis and other new ways to
approach the complex issues that
governments face were emerging.
As computer technology revolu-
tionized research, we comple-
mented our more traditional
methodologies by developing
models that could predict how
various types of households might
respond to and be affected by
various policy proposals.

The first of these new models
were static—projections grounded
strictly in the here and now. But
they gave birth to dynamic
“companion models” that simulate

The Policy Environment Has Changed

the responses of families and
other groupings over time and
predict longer-term trends in
household income, wealth, labor
force participation, and more.
Other research at the Institute
varied from the purely qualitative
to statistical to a mixture of both.

Regardless of approach, certain
topics persisted: the problems
faced by America’s cities and
those who design and administer
federal, state, and local programs
to alleviate them.

By the early 1970s, however,
Washington’s political climate had
changed. Anxiety about the
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“urban crisis” had lost its edge,
and faith in government’s power
to conquer it had begun to fray.
“Think locally” had become the
watchword. The social ills that the
Institute was set up to track and
analyze still dogged the nation,
but more Americans were looking
closer to home for solutions.

In response, we redoubled
our work with state and local
governments. We helped many
find and institutionalize ways to
better design, manage, and
evaluate programs and services.
We also explored and compared
options for dividing up fiscal
responsibilities in metropolitan
areas, and we added land-use
and zoning issues to our research
agenda. We helped municipal
governments pursue efficiency,
equity, accountability, and
responsiveness without tripping
over ideology or intellectual fads.

We also pushed the definition
of urban. The more we probed
the problems plaguing America’s
cities, the more we came to
believe that these constituted the
country’s domestic policy agenda.
When many U.S. cities were set
ablaze after Martin Luther King,
Jr., was assassinated, health care
and education may have seemed
only remotely at issue. But ulti-
mately these and other social
supports influenced the prospects
of center city residents, the poor,




children, immigrants, and the rest
of us. So any concern that
“urban” might not do justice to
our ever-broadening research
agenda slowly dissolved.

In the Institute’s first five
years, some forays took us to
new territory that we still occupy.
Others didn’t. The Cable Television
Information Center was started in
1972 to help local governments
handle complex new franchising
arrangements. When it became
an independent nonprofit corpo-
ration in 1980, we ceased such
work rather than duplicate it. The
Public Interest Research Project,
launched in 1972 to track social
policy cases before U.S. courts
and provide politically neutral
evidence, wound down because
potential funders feared that the
Institute might be perceived as
partisan. On the other hand,
studies of health care for the poor,
national health insurance options,
private insurance, cost contain-
ment, physician fees, and related
topics gradually fueled develop-
ment of what today is the

Institute’s largest research
center—Health Policy.

Some early methodologies
proved durable too. The basic
microsimulation model created
in 1972 (Transfer Income Model,
or TRIM) lives on as TRIM3, a
methodological workhorse used
in the mid-1990s to estimate
the costs and insurance coverage
implications of health reform
options, as well as the impacts of
federal welfare reform proposals
and many other policy options.

Much of our research changed
course gradually. Our early work
on transportation planning and
modes, for instance, evolved into
analysis of gas consumption,
traffic congestion, and public
transport policies in the mid-
1970s. As transportation research
questions got more region-specif-
ic, they were taken on by consult-
ing firms while we confined our
role to occasional studies tied to
national policy analysis—job
access in welfare-to-work
programs, for instance.

The accomplishments of this
era weren't just a matter of pick-
ing research topics with staying
power in the marketplace of ideas.
The Institute’s record also traces
back to the decision made as a
young organization to bring
relevant data and analytical rigor
to bear on policy choices.

President Lyndon B. Johnson

1968-1998
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DATA FLASHBACK

Other choices made early on
also served us well later: To
ground policy perspectives in
experience evaluating programs.
To make the Institute hospitable
to academic research but to stay
out of ivory towers. To leave poli-
tics to others. To take a variety of
approaches to answering a ques-
tion. To create a distinguished
board and listen to what it says.
And to get the numbers right.

Key Publications

Financing City Infrastructure

Urban Renewal and Public Housing
Education

Parks and Recreation

Hospitals and Health

Streets, Highways and Bridges
Mass Transportation

Airports

Harbors and Terminals

Water Supplies

Waste Treatment

Other

N Taxes and Other Current Receipts

100%

I Federal Aids Borrowing

Source: Harvey Galper and John Peterson in Nation's Cities, 1970

“Thinking about
Housing: A Policy Research
Agenda” (1968)

“Citizen Participation:
The Local Perspective” (1970)

“Community Control: The Black
Demand for Participation in Large
American Cities” (1970)

“Federal Evaluation Policy: Analyzing
the Effects of Public Programs” (1970)

“Blacks and Whites: An Experiment
in Racial Indicators” (1971)

“An Evaluation System to Support
Planning, Allocation, and Control
in a Decentralized, Comprehensive
Manpower Program” (1971)

“Guide to the Assessment of
Day-Care Services and Needs at
the Community Level” (1971)

“Selected Education Indicators for
21 Major Cities” (1971)

“The Absence of Program Evaluation
as an Obstacle to Effective Public
Expenditure” (1972)

“The Challenge of Productivity
Diversity: Improving Local
Government Productivity,
Measurement, and Evaluation”
(with the International City
Management Association, 1972)

“Fertility Experimentation: A
Technique to Evaluate Alternative
Population Control Policies” (1972)

“The Fiscal Impact of Residential
and Commercial Development:
A Case Study” (1972)

“Housing Allowance Household
Experiment Design” (1972)

“How Shall We Collect the Garbage?
A Study in Economic Organization”
(1972)

“Measuring the Effectiveness of Local
Government Services: Transportation”
(1972)

“Microanalytic Simulation Modeling
for Evaluation of Public Policy”
(1972)

“National Health Insurance: Costs
and Distributional Effects” (1972)

“Obtaining Citizen Feedback:
The Application of Citizen Surveys
to Local Governments” (1972)

“Practical Program Evaluation for
State and Local Governments,”
(1972, 2nd edition, 1981)

“Public Prices for Public Products”
(1972)

“Public School Finance: Present
Disparities and Fiscal Alternatives”
(1972)

“A Study in Comparative Urban
Indicators: Conditions in 18 Large
Metropolitan Areas” (1972)




The contours of knowledge building run wide and deep in this society, and the U.S. Department
of Housing and Urban Development (HUD) and other large public institutions must contend
with that complexity. HUD is a knowledge producer, a consumer of ideas, and sometimes even
the victim of ideas about cities and neighborhoods—a victim when those ideas strike a deep
chord with the public but reveal more political muscle than genuine merit.

In these multiple roles, HUD has developed a healthy skepticism about science in the realm
of policy and the detachment of research from short-run polit-
ical cycles. Take urban renewal. HUD learned long ago that
simple top-down ideas about “renewing” inner cities
provided little more than a veneer of legitimacy for local
“growth machines.” These machines were driven by
narrow financial interests that invoked progress but destroyed vibrant communities rich In
affordable housing and patterns of exchange and trust—what we now like to call “social capi-
tal.” The ugly truth about urban renewal, a sad but defining chapter in the last half century of
urban policymaking, was not to be found in statistical counts but in seeing urban places
(especially low-rent ones) in new ways and in rethinking the word “slum.”

On the other hand, knowledge-using institutions can learn, and one way to gauge their
learning is to look at how long it takes them to launch a new approach, document its effec-
tiveness, and change gears when needed. On this score, the last 30 years of knowledge build-
ing in urban affairs stack up well. At HUD, unpleasant truths about cherished approaches now
get aired earlier and to greater effect. Fewer grand schemes proceed far without the benefit of
performance measurements and heated conversations with skeptics.

What do the past 30 years on the learning curve suggest about the next ten or so? Research
will be an important tool as HUD and others wrestle with huge questions: How do we house
the nation’s booming population of elders? What comparative advantages do faith-based insti-
tutions offer in our changing safety net? How can people throughout a metro area share in its
prosperity? In lieu of big government, what array of institutions and specific community-build-
ing skills can effectively “broker” markets for housing, jobs, and capital to spread the wealth?
How can we grow smarter—recycling and reusing buildings and land to retain market choices
without devastating our environment or losing a sense of community and human scale? And
how can information technology serve all these aims without creating a new “information
underclass”? If, as a Peruvian poem contends, “The world will only be changed by those with
burning patience,” then let knowledge builders, in their humility, be at the heart of the flame.






Healthy Skepticism

The recession that engulfed

the U.S. economy in the early
1970s lent urgency to the Urban
Institute’s research on poverty,
employment, and social services.
Hard times also heightened
interest in our work on tax
reform and government
efficiency. There were more
questions about the effectiveness
of public programs and services,
and disgruntled taxpayers seemed
more interested in fact-based
analysis like ours than in
economic theory or partisan
conviction.

In this climate of skepticism,
the Institute continued its push
toward the quantitative and the
analytical. One example illustrates
how. With funds from the
Department of Labor, the Ford
Foundation, and the National
Science Foundation, we began to
frame the trade-offs between tam-
ing inflation and
curbing unemploy-
ment. We devel-
oped a model of
labor market dynamics that trans-
lated the impacts of various pub-
lic policy scenarios into state-by-
state statistics on labor turnover
and numbers of job seekers and
job holders. The model also
helped us tally job losses during
the recession and estimate the
comparative prospects of African
Americans, teenagers, and women
seeking work during economic
recovery.

Other modeling efforts also
gathered force. We added compo-
nents to TRIM, our microsimula-
tion model of U.S. households, so
we could simulate who would get
Social Security income supple-
ments, Medicaid, and benefits for
the elderly under various propos-
als. TRIM also enabled us to assess
the household impacts of President
Nixon’s Family Assistance Plan.
Staff at the White House and the
U.S. Department of Health,
Education, and Welfare (HEW)

used the model in the debate over
the Nixon plan and welfare reform.
And offices in HEW, the Depart-
ment of Housing and Urban
Development (HUD), the Depart-
ment of the Treasury, and the
Department of Agriculture would
later form a users group to back
the model’s further development.

Another microsimulation
model developed at the Institute
enabled us to project supply and
demand in housing services. This
breakthrough helped HUD esti-
mate the total costs of its housing
subsidy programs by household
type. By 1974, we could predict
ten-year changes in household
moves, as well as the quantity
and quality of urban housing
available and the impact of
restrictive building regulations on
housing prices—critical informa-
tion for city planners and policy-
makers.

From 1973 on, both our mod-
eling and other research deepened
our expertise on poverty. We were
among the first to see the prob-
lems posed by the rapid rise in
the number of female-headed
households and teenage mothers.
We investigated the root causes of
this trend, then the broader eco-
nomic conditions transforming
families by pushing or pulling
more women—single and married,
rich and poor—into the workforce.
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Other research on how the
nation provides for the needy led
us to examine what states were
doing under Title XX of the
Social Security Act, which gave
them block grants for administer-
ing social services. We identified
which services such vulnerable
groups as the handicapped, aged,
and disabled needed and how
they were being delivered. We
also checked to see how changes
in federally funded services influ-
enced participation rates. A key
finding was that states were
spending most of the federal
funds on programs they had
formerly supported themselves,
thus raising the issue of “grant
substitution,” which would mark
much of the social policy debate
in the next decade.

Growth of Female-Headed Families with Children

Female-Headed Families
With Children

Husband-Wife Families
With Children

60 65 70 74

Source: Heather L. Ross and Isabel V. Sawhill in Time of Transition, 1975

Many projects started in the
Institute’s first five years grew
or evolved during the next half
decade. Work on low-income
housing expanded to cover
discrimination in the housing
market. Descriptive studies of
mode-of-transportation choices
became the basis for forecasting
use patterns and comparing ways
to relieve congestion. New educa-
tion financing studies moved
beyond straightforward compar-
isons of expenditures to show
why funding disparities among
districts occurred and where
inner-city schools stood.

All research on urban areas
during this period was highly
influenced by scarcities of data.
Problems such as the tides of
violence that had ripped through
Atlanta, Detroit, Washington,
D.C., and other cities in the mid-
1960s would never be resolved by
statistics. But other questions—
whether public revenues were
being channeled to where they
would make the most difference,
or which economic development
policies were working best—could
be addressed more effectively
with more and better data in
hand.

To help fill the gap, the
Institute collected and analyzed
information on where industries
cluster and why and on where
public revenues and benefits flow
within greater metro areas.

Drawing on related work on
housing markets, rehabilitation,
and management, we brought
new information and analytical
consistency to housing allowance
experiments in three cities and
used local results to project a
national picture. Looking at urban
finance, we brought useful facts
to public decisionmakers on job
initiatives, the battle with conges-
tion, and—in the wake of New
York City’s financial crisis—the
cost-effectiveness of city services
delivery, compensation for munic-
ipal workers, and the hidden
deficits represented by pension
obligations and infrastructure
decay. Other studies tracked the
gradual shift of responsibility for
education, health services, and
transportation to the states and
the cutback in federal aid to
cities—trends that would acceler-
ate in the next decades and figure
centrally in our research.



Model Research

Staying faithful to the data led
the Institute to some findings that
upset the conventional wisdom at
the time. A few examples of such
findings:

= Property taxes aren’t
necessarily regressive.

= Some of the negative effects
on children usually attributed
to the absence of a father at
home actually reflect the
absence of a father’s income.

= Delinquency rates do drop as
expenditures on police rise.

Findings like these helped
some governments avoid expen-
sive mistakes. So did the develop-
ment (with the International
City/County Management
Association) of new outcome-
based performance management
measures, which prompt state and
local officials to pay more heed to
what public servants actually
deliver instead of to how busy
they might be.

In program evaluation, one
thing led to another. For HEW, we
evaluated Head Start curricula
and the Health Start program. In
California, we evaluated legal ser-
vices for the poor. For the Law
Enforcement Association and
Administration, we evaluated how
the Safe Streets Act was put into
practice. From these and many
other assessments, we concluded

Urban Institute was created, computer
developed for strategic defense and scientific
acial science research. Microsimulation models
of policy proposals on individuals held

ing government tax and transfer programs, so
from the beginning creating, refining, and adapting models has been part of
the Institute’s work.

The first microsimulation model developed at the Institute—in 1969—
estimated the short-term costs and household effects of policy proposals,
including President Nixon’s Family Assistance Plan. TRIM (or Transfer Income
Model), a direct descendent of that prototype, estimated costs and effects
for a host of government programs—cash assistance, food stamps, and
health and employment programs.

Another Institute model, DYNASIM (Dynamic Simulation of Income
Model), was developed in 1973 to project how the population’s composition
and income change over long periods. Knowing this allows researchers to
analyze the effects of programs such as Social Security or private pensions
on the incomes of individuals over many years.

These and other microsimulation models created or refined at the
Institute have been used to project the effects of tax, welfare, and jobs
programs on income distribution and labor supply, of changing the age of
eligibility for Social Security benefits, of health system reform, and more.

Today, such information is taken for granted in policy debates. But, as
Senator Daniel Patrick Moynihan wrote in 1973 in a book on President
Nixon’s Family Assistance Plan, thanks to the Urban Institute’s 1969 model,
“Congress was to have before it the same data as the executive branch had
worked from. So did persons outside government, persons for the program
and persons against it. This was a situation probably without precedent in
the development of major social legislation . . .”

By 1998, efforts to share both data and the microsimulation techniques
used to generate it had come an enormous distance. TRIM3, a so-called
client-server system, allows users to easily set up simulations on their PCs by
simply pointing and clicking. This system enables policy analysts without
computer programming skills to analyze tax, income transfer, and health
policy proposals.
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that programs usually fail for
one or both of two reasons: The
same outcomes aren’t desirable
and shouldn’t be expected in
every application, and it’s not
clear enough who or what is
responsible when results do vary.
Consolidating other insights
from the Institute’s by-now-
numerous evaluations, we also
started guiding officials through
the steps required to evaluate
programs. For the Alcohol, Drug
Abuse, and Mental Health
Administration, for instance, we
studied the technical and organi-

Key Publications

zational problems encountered
doing evaluations. For the Ford
Foundation, we spelled out ways
to judge the effectiveness of
Community Development
Corporations in a belt-tightening
era. Throughout this period, we
also coached program managers
and officials in evaluation
design and conducted research
on evaluation’s role in public
policy.

By the Institute’s tenth year,
1977, what we had learned was
greater than the sum of our
research findings. We had

learned to live with the natural
tension between a tight focus
and concentration of energy on
the one hand and the pursuit of
messier, interrelated questions on
the other. We had learned to bal-
ance competing social goals and
private interests. And because
the long-run value of research
was never in doubt, we had
learned not to get demoralized
when political forces or bureau-
cratic inertia proved stronger
than a carefully reasoned and
conclusive policy study.

“Income and Urban
Home Ownership”
(1973)

“Neighborhood Team Policing” (1973)

“Perspectives on Women and
Work in America” (MIT Press, 1973)

“Property Tax Reform” (1973)

“Public Policy for Day Care of Young
Children” (Heath-Lexington, 1973)

“The Atlanta Project: How One Large
School System Responded to
Performance Information” (1974)

“Equality of Distribution of
Recreation Services: A Case Study
of Washington, D.C.” (1974)

“Keys to Successful Housing
Management” (1974)

“Measuring the Effectiveness of
Basic Municipal Services: An Initial
Report” (with International City
Management Association, 1974)

“Operating Costs in Public Housing:
A Financial Crisis” (1974)

“The Missing Link: The Study of the
Implementation of Social Policy”
(1975)

“Time of Transition: The Growth of
Families Headed by Women” (1975)

“Evaluating Community Development
Corporations: A Summary Report”
(1976)

“Policy Exploration through
Microanalytic Simulation” (1976)

“Program Analysis for State and
Local Governments” (1976, 2nd
edition, 1988)

“The Urban Predicament” (1976)

“How Effective are Your Community
Services?” (with ICMA, 1977, 2nd
edition, 1992)

“Private Provision of Public Services”
(1977)

“Procedures for Improving the
Measurement of Local Fire Protection
Effectiveness” (with the National Fire
Protection Association, 1977)

“Restructuring Federal Medicaid
Controls and Incentives” (1977)




The health insurance debates over the past 30 years have centered on the large and growing
number of Americans without health insurance and on the high and rising costs of health care.
The two problems are related. Rising costs make the consequences of doing without health
insurance more serious, as well as making insurance more expensive to purchase or provide.

These problems defy simple solutions because 9 out of 10 Americans have insurance cover-
age, most have been reasonably content with their own access to the health system, and most
have been at least somewhat protected from its costs.

Indeed, the early and mid-1990s saw a brief respite

from both threats. Medicaid was expanded to cover

children and pregnant women, and a strong economy kept the

number of uninsured from rising significantly. Meanwhile, the

growth of health care costs slowed as managed care spread. Particularly private but also public
payers took advantage of the system’s abundant overcapacity to negotiate fee and rate reduc-
tions, move enrollees to less-expensive hospitals, and reduce the use of hospital specialists and
emergency rooms.

Unfortunately, both problems are likely to return soon, and when they do health care debates
will intensify. Medicaid rolls are falling sharply as welfare reform takes hold, increasing the
number of uninsured. Although the new federal children’s health insurance program will cover
many children, the number of uninsured adults could increase sharply. Moreover, employer-
sponsored insurance is likely to decline because health insurance costs are beginning to grow
faster than wages. A recession will make it even harder for employers to offer insurance and for
employees to pay their share of the premiums.

Health care costs are likely to increase for other reasons, too. The market power of managed
care plans will begin to erode as hospitals and doctors consolidate, and consumers are choos-
ing more open-ended and less-effective forms of managed care. Increased federal and state reg-
ulation of managed care may benefit consumers, but it is also likely to undermine cost control
by managed care plans. The introduction of new technologies and pharmaceutical products and
the aging of the population will also drive costs up.

As these events unfold, the nation will again face issues it has not been able to solve for three
decades: How can it either extend insurance coverage or support the institutions that provide
care to the uninsured while health care costs are growing faster than personal incomes and gov-
ernment tax revenues? And will Americans sacrifice choice of providers and ready access to new
technologies and drugs to bring largely hidden costs under control?



When the Urban Institute was founded, the amount
of good information available about America’s social
problems was laughable—or cryable, if one cared.
Today, thanks in large part to the Institute and other
institutions founded in that era, much excellent infor-
mation is available and aggressively disseminated to
the people who develop, enact, implement, and mon-
itor policy.

The policy science community believes that policy
predicated on good information will be more success-
ful than policy made without regard for information
about the state of the problem, the trends over time,
or the probable effectiveness of alternative policy
approaches.

However, experience shows that much policy is
made without consulting the available information or
considering the four competing influences | call the 4
I's—ideology, prior information, interests, and institu-
tion.

Ideology, the values and beliefs that underlie the
policy positions of individuals and administrations,
inevitably influences which policy issues are construed
as “problems” to be solved and which are accepted as
unavoidable conditions. Information from prior
sources has already structured the cognitive field. New
research enters an arena often saturated with infor-
mation from officials’ personal experience, regular
bureaucratic reporting, newspapers, TV, and the whole
array of modern communications technologies.
Interests are omnipresent. Officials have interests in
satisfying constituents, maintaining the support of
influentials, attaining prestige and repute, advancing
their careers. To do so, they have to take account of
other people’s policy stands and demands, regardless

of where research points. The institution in which they
work, whether a government department or a legisla-
ture, imposes constraints on their latitude to under-
take new policy initiatives or modify old ones. Every
institution has a history, tradition, culture, set of stan-
dard operating practices, and routines. Some issues are
fair game and others cannot be raised. Things are done
a certain way. Some people’s preferences have to be
consulted and others are nonnego-
tiable. All four of these contending
factors limit how much influence
research can have at a given time.

Yet even within these constraints, research often
has lasting influence on public policy. Not usually
direct and immediate influence (t