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missionTo promote sound social policy and public

debate on national priorities, the Urban Institute 

gathers and analyzes data, conducts policy research,

evaluates programs and services, and educates

Americans on critical issues and trends.
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C H A I R M A N ’ S M E S S A G E

It is both 

exciting and

humbling to

assume the

chairmanship

of the Urban

Institute’s

board of

trustees.  

I was elected 

in late 2003 to step into the impossible-to-fill

shoes of Dick Fisher, the Institute’s previous

long-serving, devoted chairman. Barely one

year later, Dick passed away, depriving us of

his wise counsel, his unerring judgment, and

his warm companionship. We will always

remember his friendship, however. In his

death, the nation lost a perceptive, ethical, 

and deservedly admired leader in the world 

of international finance, as well as a discerning

and generous supporter of cultural and educa-

tional institutions. The combination of convivi-

ality, probity, good humor and financial acu-

men that Dick brought to our board is rare—

perhaps even unique—and will continue to

influence the Institute and all of us who were

blessed so greatly in our work with him on

behalf of this institution to which he gave 

so much.  All of us will miss him.

As I look at the many serious policy challenges

facing the nation, I cannot help but take pride

in the major contributions that the Urban

Institute has made to improving programs and

developing new solutions to continuing prob-

lems. It has repeatedly earned its spurs as it

tackled, over more than 36 years, some of the

most difficult, complicated, and perplexing

challenges faced by our country.  During that

same period, I have had the privilege of

observing the Urban Institute’s ascent to the

pinnacle of the nation’s premier independent

public policy research organizations, and I

have been able to do so especially closely

because I was in the same line of business in a

succession of good vantage points—from the

position of Associate Provost for Urban Studies

and Programs at Yale when the Institute was

founded in 1968, then from 1971–1983 as

the founding director of what is now Duke

University’s Terry Sanford Institute of Public

Policy, and somewhere in between as the

founding president of the Association for

Public Policy and Analysis Management.

With ever greater admiration, I have watched

as Bill Gorham and Bob Reischauer led the

Institute into new areas, always guided by the

highest scholarly standards, as well as with

keen policy instincts and the ability to relate

long-term research to the issues and practical

challenges of the day.

C O N T I N U E D
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Over the past 20 years, my own research and

teaching interests have moved steadily into 

the study of the not-for-profit sector, which 

I have long regarded as one of America’s

greatest contributions to democracy. I was

therefore delighted when several leaders of

that sector concluded that the National Center

for Charitable Statistics should find a new and

permanent home in an institution with the

highest standards of research and further con-

cluded that, if the Urban Institute were willing

to be such a home, the NCCS should be located

there. And so was born one of the Institute’s

newer fields of focus, the Center on Nonprofits

and Philanthropy. In collaboration with schol-

ars all over the United States, and with other

fine organizations, that Center maintains by far

the richest data base anywhere on America’s

not-for-profit sector with its 1.8 million tax-

exempt organizations, two-thirds of which are

partially fueled by more than $241 billion in

charitable contributions annually. That Center

not only gathers, cleans, and makes accessible

all relevant data on the sector, it also spear-

heads the objective analysis of those data and

publishes a steady flow of evidence-based

studies on the not-for-profit sector.  The Urban

Institute’s Senior Fellows and research staff

easily distinguish the Center as the highest-

quality group of scholars anywhere studying

primarily that sector. At a time when

Congressional committees are considering 

revisions of the laws regulating not-for-profit

organizations, the Center’s respected

researchers are well positioned to help guide

any changes with the data-backed judgment

and the proven wisdom that characterize 

everything that the Urban Institute does.

I look forward to continuing my association

with the Urban Institute and its board of

trustees, which has now been augmented by

three exceptional new members, all of whom 

I welcome enthusiastically. They are Jamie S.

Gorelick, a Washington attorney and former

member of the 9-11 Commission; Mary Miller,

an executive at a leading global investment

management firm and former Urban Institute

researcher; and Dr. Melvin Oliver, a distin-

guished sociologist and educator. 

J O E L L .  F L E I S H M A N

C H A I R M A N
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H O W T H E P O L I C Y E N V I R O N M E N T  H A S C H A N G E D 19
68

20
04

U.S. population 200,706,000 295,112,000

Minimum wage in 2004 dollars $8.46 $5.15 

Dow Jones Industrial Average 944   (Dec 31) 10,783  (Dec 31)

% of families headed by female with no husband present 11 17 

% of adult women in paid jobs 46 73 

% of federal spending (discretionary vs. mandatory) 66 vs. 34 39 vs. 61     

% of employed labor force with a college degree 14   (1970) 33 

Average SAT score of entering college classes math 533 math 518
verbal 541 verbal 508

GDP per capita (2004 dollars) $19,838 $39,777 

National health expenditures as share of GDP 6.1% 15.5%  (projection)

Urban % of total population 70 83  

% of voting age population who voted in presidential election 61 56 

Violent crimes per 100,000 people 298 470  

Share of total household income received by
poorest fifth 4.2% 3.4%  (2003)
richest fifth 42.8% 49.8%

Foreign-born population 9.6 million (1970) 33.6 million 
% of U.S. population 4.8 (1970) 11.8 

The election campaign

of 2004 broadened the

nation’s policy agenda

as the candidates

homed in on issues of

most concern to voters.

National and homeland

security—most notably,

Iraq—continued to

dominate discussion,

though domestic social

and economic problems began to receive increased

attention. But this attention was framed by the grow-

ing recognition that any new initiatives or any solu-

tions to old problems would have to be constrained

by austere fiscal realities.

For several years the nation’s large and growing

budget deficits had been downplayed, excused as the

temporary effect of a weak economy and the unavoid-

able consequence of responding to terrorist attacks

and threats in the Middle East. But in 2004 concern

began to build over the possibility that persistent

deficits could spark short-run economic instability

and depress long-run economic growth. A consensus

also began to emerge that the fiscal imbalances

would not correct themselves—that policymakers

would have to impose substantial sacrifice. 

With the election over and many new officials

at the helm for at least the next two years, the list

of major issues the public wants policymakers to

address is daunting. Health care costs continue to

soar, the ranks of the uninsured swell, the education

system still leaves too many children behind, and

states and local governments cope with severe fiscal

stress. And now that the oldest of the baby boomers

are only a few years away from eligibility for Social

Security and Medicare benefits, the long-run sustain-

ability of the government’s entitlement commit-

ments has taken on an added a sense of urgency. 

Fiscal and demographic pressures and public

expectations will combine over the next few years to

create a period of significant policy change. In this

environment, the Urban Institute will continue to pro-

vide dispassionate, objective, and methodologically

sophisticated analyses and relevant data that will

inform public debate and assist policymakers. As

elected and appointed officials make tough deci-

sions, they will need to know which programs work

best, what the consequences would be if a program

were scaled back or eliminated, how those conse-

quences might play out geographically and across

different subgroups of the population, and what

public- and private-sector policy options are available

for dealing with emerging problems. Building on 

over three decades of research, the Institute will

help answer these questions.

In 2004 our analysis influenced how policy choices

were framed and discussed. Perhaps the best illustra-

tion of this salubrious effect was the work of the Tax

Policy Center (a joint venture with the Brookings

Institution), which provided objective analyses of

both presidential candidates’ tax plans and clear

descriptions of the burden the current tax code places

on families of various types and at various income 

levels. As the media tried to sort through complex

tax policy issues, it relied heavily on the estimates

and explanations available on the Tax Policy Center’s

web site (http://www.taxpolicycenter.org). Our

Contemporary U.S. Tax Policy (C. Eugene Steuerle, 

UI Press, 2004), which was awarded a coveted Choice

award for scholarly excellence, put the current tax

debate into historical context.

P R E S I D E N T ’ S M E S S A G E

C O N T I N U E D
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As healthcare spending reached a record 15 percent

of gross domestic product, Urban Institute analysis

examined options for holding down cost growth. Our

researchers explored the potential benefits and costs

of relying more heavily on private health plans to

deliver services to Medicare beneficiaries. Our analy-

sis of the changes in health insurance coverage dur-

ing the 2000–03 economic slump revealed the impor-

tant role that public programs can play when workers

lose or cannot afford the health insurance provided

through their employers. With policymakers search-

ing for affordable coverage for the uninsured, the

Institute also analyzed how uninsured lower-income

Americans would fare under various proposals to

establish tax credits for health insurance. 

In keeping with the Institute’s mission and reputa-

tion, our researchers filled information gaps, scruti-

nized current social policies and programs, and

brought new policy challenges to light in 2004. Our

Gay and Lesbian Atlas (Gary J. Gates and Jason Ost, 

UI Press, 2004) mapped the state-by-state and com-

munity-by-community prevalence of same-sex cou-

ples. Applying our own work to find better ways to

measure high school graduation rates, we found that

just over two-thirds of all teens who enter ninth grade

graduate with a regular diploma four years later, but

only half of minority teens do. Our third annual report

on housing in the Washington, D.C. metropolitan area

showed that the region’s continued prosperity and

surging demand for housing have pushed rents and

housing prices out of reach for many who live here.

Our prisoner reentry project documented the fivefold

growth of Texas’s prison population since 1980 and

identified the factors that help to determine whether

those released from Maryland’s prisons will success-

fully reintegrate into the community. And analyses by

our National Center for Charitable Statistics found that

nearly 20 percent of all nonprofits newly registered

with the IRS since 2000 are faith-based organizations.

This sampling of work completed and new findings

doesn’t do justice to the breadth of Institute research.

Nor does it reflect our efforts to tie together the many

strands of analysis into comprehensive, yet under-

standable, stories. Prime among these latter efforts is

the Herculean task, initiated in 2004, of consolidating

the roughly 450 reports, briefs, and books the

Institute has produced over the past decade under

the Assessing the New Federalism project. This syn-

thesis of research on the social safety net and the fed-

eral and state roles in maintaining it will help policy-

makers assess the effects of welfare reform and the

best ways to help poor working families and their

children in the future. 

An important focus of the Institute’s mission

remains abroad with developing economies and tran-

sitional societies. From Armenia to Indonesia, from

Moldova to Zimbabwe, the Institute’s staff works col-

laboratively with both governments and local non-

profit groups to develop policies and systems that

promote meaningful dialogue, build consensus on

objectives and methods, and lead to palpable results.

The aims are to strengthen local governance, make

local service delivery more efficient and effective,

energize economic development programs, and build

institutions to fortify civic engagement. In 2004, we

worked in 17 countries.   

As this glance backward shows, 2004 was another

year of institutional growth and consolidation, a year

in which our research was used heavily on the front

lines of policymaking and program evaluation.

Combined, our practical approach and enormously

talented and dedicated staff will ensure that the

Institute’s voice will be heard as policymakers begin

their fiscally driven review of public programs.

R O B E R T  D .  R E I S C H A U E R

P R E S I D E N T
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CO L L EC T I N G  A N D  A N A LY Z I N G  D ATA

■ simulation modeling
■ designing and analyzing surveys
■ tracking trends
■ measuring discrimination
■ mapping data
■ managing databases
■ counting vulnerable populations
■ developing performance-management techniques
■ analyzing state and federal budgets, taxes, 

and revenues

Examples from 2004:

■ Assessed state and federal spending on child 
welfare and showed how federal, state, and 
local funding interact. 

■ Surveyed 500 organizations providing communi-
ty-based HIV-prevention programs on how they
measure outcomes for their clients and track
results.

■ Examined the effects of employer characteristics
and job mobility on the advancement prospects
of low-wage workers.

■ Providing data on and analyzing the status of
children and families in Washington, D.C., for 
the 2004 Kids Count fact book. 

CO N D U C T I N G  P O L I C Y R E S E A R C H

■ picking the right issues
■ choosing or creating the right methodologies
■ assembling the right team
■ following the facts wherever they lead
■ finding the right words
■ subjecting our findings to outside review
■ reaching the right audiences
■ appreciating the practical difficulties

of implementing policy

Examples from 2004:

■ Created a new framework for measuring 
high-school graduation, completion, and 
drop-out rates. 

■ Analyzed the tax and spending programs
behind higher education financing.

■ Analyzed how state children’s health insurance
programs in 13 states fared in the recent
economic downturn and how cuts may affect
children’s access to coverage.

■ Determined that cutting cost-of-living adjust-
ments to curb rising Social Security costs
would substantially cut the family income of
the oldest and poorest retirees. 

■ Analyzed the potential impacts of proposed 
block grants to fund such programs as Food
Stamps, Medicaid, and Head Start.

■ Laid out return-to-work options for Social Security
Administration disability program beneficiaries
and applicants. 

E VA LU AT I N G  P R O G R A M S A N D  S E R V I C E S

■ understanding policy objectives
■ identifying indicators of success
■ examining how services and programs

are structured
■ distinguishing policy impacts from 

other influences
■ weighing social costs and benefits
■ staying independent

Examples from 2004:

■ Critiqued evaluation designs for the Substance
Abuse and Mental Health Services Administration.   

■ Examined how well the federal “One Stop” 
career centers are meeting the needs of people
with disabilities.

■ Evaluated a program aimed at helping more
minority students get undergraduate and 
graduate degrees and, later, jobs in science,
math, and engineering. 

R E A C H I N G  T H E P U B L I C

■ building and staying in touch with key audiences
■ connecting research findings to Americans’ 

concerns
■ bringing fresh facts to debates
■ correcting the record
■ reaching decisionmakers and the public

through reports, scholarly books, our web site
(www.urban.org), e-newsletters and “e-lerts,”
press releases and briefings, testimony and 
opinion pieces, talks and presentations, 
conferences, and other events

Examples from 2004:

■ Briefed Senate, House, and joint committees
on findings from our latest child-welfare 
financing survey.

■ Provided many commentaries to the public
radio program Marketplace.

■ Made a presentation to the National Research
Council on the use of research in decisionmaking.

■ Addressed the Conference of Black Mayors
on prisoner reentry issues.

■ Posted on our web site more than 170 new charts
and tables on tax revenues and burdens.

■ Published The Gay and Lesbian Atlas, which got
coverage in more than 75 newspaper articles, 
e-zines, and radio interviews.

Our data-based research, policy analysis, program evaluation, and communication 
activities complement and build upon each other. Together, they help government and 
the public understand which policies and programs work and why and which show 
results that justify their costs.

core workT H E U R B A N  I N S T I T U T E ’ S
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2004
findings

Hard facts—like these from Urban Institute research—can be debated,
but that debate improves public policies and programs.

For around $10 billion a year,

70 percent of the 10.6 million

uninsured parents with 

modest incomes—below

$35,300 for a family of four—

could be insured through

Medicaid.

Women who raise kids alone

are 55 percent more likely

than married mothers to be

poor in old age, even when

educational and other differ-

ences are taken into account.

States spent at least

$22 billion in child welfare 

in fiscal year 2002, up 

8 percent since 2000. 

Typical seniors would have 

25 percent more to spend per

year in old age even when

they retired at 67 instead 

of 62.

Low-income households

spend virtually all of their

income, while households

with incomes over $200,000

annually spend less than 

40 percent of theirs. 

Local nonprofit organizations

serving children and youth in

the Washington, D.C., region

had revenues totaling more

than $1.5 billion in 2000.

Under current policy, income

net of both taxes and health-

care spending for older  

couples will not rise between

2000 and 2030.

Child-support policies and 

the aftereffects of incarcera-

tion helped depress the

employment rate of young

less-educated black men in

the past two decades.

Three-fourths of children

under age 5 whose mothers

work are in non-parental

childcare every week. 

Between 2000 and 2002,

median home prices shot

up by 37 percent in the

Washington metropolitan

region while wages rose 

only 9 percent. 

49 million people had no

health insurance at some 

time in 2001 or 2002. 

Half went without for at

least twelve months. 

The juvenile drug courts that

states and local jurisdictions

started establishing in the

mid-1990s numbered almost

300 by 2003. 

36,000 gay men and lesbians

are on active military duty. 

Retirees born from 1946 

to 1965 can expect to be 

wealthier than previous

generations but may need 

to save more or work longer 

to maintain their living 

standards.

Of all students starting ninth

grade in 2000, an estimated

68 percent graduated in 2004

with a standard high school

diploma.

The Arizona charitable tax

credit program helped prompt

$2.4 million in charitable 

giving for nonprofits in 1999,

though donors directed nearly

half this sum to four large

nationally affiliated 

organizations. 

An estimated 2.4 million 

taxpayers in 2003 and 3 

million in 2004 had to pay

the Minimum Alternative Tax. 

By 2006, barring changes in

tax law, that number will

reach 18 million.

In the ten states where the

prison-construction boom was

greatest in recent decades,

facilities were located in 13

percent of all counties in 1979

and in 31 percent by 2000. 

In 2005, Medicare’s private

health plans will receive about

116 percent of what it would

cost to deliver that care

through traditional Medicare. 

T H E U R B A N  I N S T I T U T E
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The Assessing the New Federalism Project
won the American Association for Public Opinion
Research’s first annual award for improving 
policy decisions, practice, and discourse.

Duncan Chaplin of the Education Policy Center 
was appointed to the National Task Force on
Graduation, Completion, and Dropout Indicators.

Jane Hannaway of the Education Policy Center 
was elected to the Executive Board of the 
American Education Finance Association. 

Julia Lane won the 2004 Vladimir Chavrid Memorial
Award of the National Association of State Workforce
Agencies for her work on labor market information.

Linda Lampkin of the Center on Nonprofits and
Philanthropy received the IRS Commissioner’s
Award for her work facilitating electronic filing of
forms by nonprofit organizations. 

Robert Lerman, Senior Fellow, was named a
Research Fellow at the Institute for the Study
of Labor in Bonn, Germany.

Rudy Penner, Senior Fellow, was elected President of
the American Tax Policy Institute and was also picked
to chair a panel charged with finding new funding
sources for the Washington Metropolitan Area Transit
Association.

Lynette Rawlings of the Center on Metropolitan
Housing and Communities won the American 
Political Science Association’s award for best
dissertation in urban politics.

Nonprofit organizations are increasingly called
upon to be more accountable. But to whom
and for what? They must answer to clients,
members, contributors, institutional funders,
regulators, and the  public for the effective-
ness of their outcomes, the efficiency of their
operations, and the honesty of their activities.
June 2004 Senate Finance Committee hearings
indicate the depth of public concern about
accountability.

A mainstay of accountability is disclosure 
of information on finances, particularly
fundraising and administrative costs. The 
primary vehicles of disclosure are the Forms
990 (filed annually with the IRS by charities
with more than $25,000 in annual gross
receipts) and Forms 990PF (filed by all founda-
tions). Making these forms widely available
through the National Center for Charitable
Statistics, GuideStar, and the Foundation
Center has been a major advancement in 
disclosure. Yet, Urban Institute research 
indicates, errors and omissions on Forms
990 and on audited financial statements
limit understanding of nonprofits’ costs and
achievements.    

What are these errors and omissions and
why do they occur? Fundraising and adminis-
trative expenses and program achievements
are commonly underreported. Some errors
trace back to inadequate financial systems and
lack of expertise. Others stem from misreport-

ing and from efforts to keep administrative
and fundraising costs within the guidelines of
charity-rating organizations and funders.   

How can we improve disclosure? Mechani-
cal errors and omissions will end once Forms
990 are all filed electronically. Then regulators
will be able to monitor reports and provide
feedback too. But financial systems will not
improve until boards, staff, and donors invest
far more in organizations’ internal controls and
management capacity—and increase their
oversight of financial and program reporting.  

While financial profiles and fundraising and
administrative cost ratios may signal efficiency
and integrity, program effectiveness is harder
to measure. Sorely needed are better methods
of measuring and reporting program achieve-
ments. Outcome measures must do justice to
nonprofits’ wide-ranging qualitative and quan-
titative outcomes—and provide the public with
the information needed to keep organizations
accountable.

Nonprofit Accountability

boris
1514

Elizabeth Boris is Director of the Institute’s
Center on Nonprofits and Philanthropy.
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In 2004, Assessing the New Federalism (ANF)
brought new information about children and
families into the policy discussion with analy-
ses of the most recent round (2002) of the
Urban Institute’s National Survey of America’s
Families. Our research lens broadened to take
in a cross-section of working American fami-
lies often seeking to move out of poverty with
the help of such public and private supports
as child care, health insurance, the Earned
Income Tax Credit, and food stamps. Looking
at employer benefits, for example, we found
that more than half of poor workers do not
have any paid leave, not even one sick day. 

ANF won the first annual Policy Impact
Award, presented by the American Association
for Public Opinion Research in 2004, in recog-
nition of “outstanding research that has had a
clear impact on improving policy.” For exam-
ple, ANF data on food stamp participation pro-
vided an early warning that caseloads declined
dramatically after welfare reform, as those
leaving welfare often did not know they were
still eligible for help. Federal and state policy-
makers responded, and as a result, food
stamp participation rose among families leav-
ing welfare in 2002 compared with those who
had left earlier. 

Our core task in the second half of 2004
was to synthesize eight years of findings about
how low-income families and children fared
through a full economic cycle. With three
rounds of a national survey and over 450 pub-
lications, our research helps to draw lessons
from welfare reform and to define next steps. 

A daylong meeting among key researchers and
outside experts in October designed ways that
our work can best inform the continuing policy
debate at the federal and state levels. Indeed,
the shifting balance of state and federal policy
responsibility and funding in welfare,
Medicaid, and child welfare are back on the
national agenda with reauthorizations or leg-
islative proposals associated with deficit
reduction.

S E L E C T E D  P U B L I C AT I O N S :

■ “Changes in Children’s Well-Being and Family
Environments” by Sharon Vandivere, Megan
Gallagher, and Kristin Anderson Moore. Snapshots
of America’s Families III No. 18, January 2004.

■ “Getting Time Off: Access to Leave among 
Working Parents” by Katherin Ross Phillips. 
Policy Brief B-57, April 2004.

■ “Race, Ethnicity and Economic Well-Being” by
Kenneth Finegold and Laura Wherry. Snapshots
of America’s Families III No. 19, March 2004.

■ “Squeezing SCHIP: States Use Flexibility to
Respond to the Ongoing Budget Crisis” 
by Ian Hill, Holly Stockdale, and Brigette Courtot.
Policy Brief A-65, June 2004.

■ “Recent Trends in Food Stamp Participation: 
Have New Policies Made a Difference?” by
Sheila R. Zedlewski. Policy Brief B-58, May 2004.

■ John Holahan, Alan Weil, and Joshua Weiner, 
editors, Federalism & Health Policy, Urban 
Institute Press, July 2003.

S T A F F :  

Olivia Golden (Director)

Natalie Abi-Habib

Olga Popovic

Timothy Triplett

Bonnie Turpen

Laura Wherry

T H E A S S E S S I N G  T H E N E W F E D E R A L I S M  P R O J E C T

■ Work, Welfare, and Employment

■ Child Well Being     

■ Family Living Arrangements

■ Health Insurance     

■ Kinship Care   

■ Children in Immigrant Families
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The Education Policy Center revealed an 
education crisis in high school completion in
2004. We refined the conventional math,
showing that the national graduation rate is
68 percent, not the widely referenced figure 
of 85 percent. More alarming, minorities have
little more than a 50/50 chance of earning a
diploma. Using accounting based on the No
Child Left Behind Act (NCLB) we calculated
graduation rates for all 50 states and the
District of Columbia as well as selected large
school districts—data we disseminated 
extensively in 2004.

As schools and school districts strove to
meet the NCLB targets, we carefully noted the
progress firsthand. For instance, we evaluated
standards-based reform in Baltimore and in
San Diego in 2004. The most visible change 
in Baltimore stems from restructuring the 
district’s high schools into small learning 
communities. Our evaluation of Florida’s
“Opportunity Scholarship” Program allows us
to investigate what goes on inside the black
box of schooling under pressure to be more
accountable. Nationally, we evaluated how
technology fits into reform efforts and whether
the flexible use of federal funds works.
Crossing the Atlantic, we joined with the
British Embassy, Temple University, and others
to conduct a three-part dialogue comparing
education reform in the United States to
changes underway in the United Kingdom. 

What happens to students when they are
out of school? We conducted an extensive
review of after-school programs. We also
tracked over 700 applicants to the Bell
Accelerated Learning Summer Program to see
if an academically enriching summer program
model can curb summer learning loss. 

Our multiyear study of the National Science
Foundation’s (NSF) Louis Stokes Alliance for
Minority Participation program shows ways
to encourage academically qualified minority
students to pursue graduate degrees.
Likewise, the Institute’s evaluation of NSF’s
Achievement and Collaboration for Teachers
and Students (NSF-ACTS) initiative to improve
mathematics and science education in the
Washington, D.C. public schools continued
throughout 2004.

S E L E C T E D  P U B L I C AT I O N S :

■ “Flip-Flops in San Diego School Reform: An
Evolutionary Theory of Decentralization” by Jane
Hannaway and Maggie Stanislawski. In Urban
School Reform: Lessons from San Diego, edited 
by Frederick M. Hess. Harvard Education Press,
forthcoming.

■ Losing Our Future: How Minority Youth Are Being
Left Behind by the Graduation Rate Crisis by
Gary Orfield, Daniel Losen, Johanna Wald, and
Christopher B. Swanson. The Civil Rights Project at
Harvard University and the Urban Institute, 2004.

■ “Policy Instruments in Education” by Jane
Hannaway and Nicola Woodroffe. Review of
Research in Education 27:1–19, 2003.

■ “Poverty and Student Achievement: A Hopeful
Review” by Jane Hannaway. In Literacy
Development of Students in Urban Schools,
edited by James Flood and Patricia L. Anders.
International Reading Association, 2004.

■ “School-Based Drug Abuse and Violence
Prevention Programs: A Review” by Duncan
Chaplin. The Urban Institute, 2004. 

■ “Who Graduates? Who Doesn’t? A Statistical
Portrait of Public High School Graduation, Class
of 2001” by Christopher B. Swanson. The Urban
Institute, February 2004. 
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Why are governors, advocates, foundations,
interest groups, and President Bush himself
all crusading to save America’s high schools?
One reason is failure over past decades to
raise teenagers’ academic performance and 
to fare well in international comparisons seen
as proxies for competing in the increasingly
global labor force. Also fueling concern is
new research showing that high school
graduation rates are far lower than previously
realized. Estimates based on our analyses
show that only 68 percent of all students in
2004’s graduating class who enrolled in the
ninth grade finished high school with a 
diploma. Only about half of students from 
historically disadvantaged minority groups
passed that milestone.

High schools are large and complex
organizations. Size can depersonalize the
learning environment and complexity can
muddy the academic mission. Meanwhile, 
the older adolescents who populate high
schools are fighting with the psychological
and cultural demons of disengagement, 
which makes it all too easy to drop out.

Before they can make common cause to 
fix American high schools, the diverse groups
pushing for education reform need to find
common ground, and further research can
make a huge difference. More work on who
graduates, who doesn’t, and why, on who
should be accountable for academic failure, 
on how to allocate resources to improve out-
comes, and on whether smaller schools might
better serve the needs of aging adolescents
should help policymakers, advocates, and 
the school administrators set their priorities
and choose among the disparate interventions
that have been tried or will be proposed.swanson
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With the number of uninsured at 45 million and
health care costs rising rapidly, the Health
Policy Center looked in 2004 at why the number
of uninsured has continued to grow. We showed
that the increase in the uninsured between
2000 and 2003 occurred largely because of
declines in incomes and in rates of employer-
sponsored insurance. Expansions of Medicaid
and the State Children’s Health Insurance
Program (SCHIP) offset these declines for 
children but not for adults, leading to a large
increase in the number of uninsured adults. 

We also showed in 2004 that there are 
significant differences between those uninsured
for short periods and those who are chronically
or long-term uninsured. The latter are more like-
ly to be minorities and to be poorer and sicker.
Variations among states were also explained by
differences in the long-term uninsured, not by
variations in the short-term uninsured.

In 2004, we estimated the cost of medical
care for the uninsured in Massachusetts to be
about $1.1 billion. These are costs that fall on
federal, state, and local taxpayers. We also
tracked the distance between uninsured low-
income people and a health care safety net
provider—those who bill the uninsured noth-
ing or base charges on their ability to pay.
While proximity to care is important, our find-
ings in 2004 showed that, for those needing
care, having a safety net provider matters far
less than having insurance. 

Besides continuing our work on SCHIP, in
2004 we evaluated the Los Angeles Healthy
Kids program, which extends health insurance
to children from birth to age five whose family
incomes are three times the federal poverty
level. Many of these children aren’t eligible for
Medicaid on SCHIP coverage. 

Do those who lack insurance prior to age 
65 enter Medicare in worse health than the
insured? Our medical spending simulations
suggest that if people approaching 65 had
continuous insurance coverage, public medical
spending for 66 to 69 year olds would be nine
percent lower, even though more people
would survive to age 65. We also found out
that the decline in elderly disability can be
related to health care utilization and costs in
Medicare and the use of assistive technology
in reducing dependency among the elderly. 
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■ “Changes in Elderly Disability Rates and the
Implications for Health Care Utilization and Cost”
by Brenda Spillman. The Milbank Quarterly 82(1),
March 2004.

■ “Government as Reinsurer: Potential Impacts on
Public and Private Spending” by Linda Blumberg
and John Holahan. Inquiry 41: 130–143, Summer
2004.

■ “Medicare Disadvantaged and the Search for the
Elusive ‘Level Playing Field’” by Bob Berenson.
Health Affairs Web Exclusive, December 2004.

■ “Reduction of Harm Must Accompany Malpractice
Reform” by Randall Bovbjerg and Stephen
Schoenbaum. Annals of Internal Medicine 140(1):
51–53, 2004.

■ “The State Children’s Health Insurance Program:
Successes, Shortcomings and Challenges” by
Genevieve Kenney and Debbie Chang. Health
Affairs 23(5), September/October 2004.
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The medical malpractice "system"—lawsuits by
patients and liability insurance for doctors and
hospitals—aims to compensate victims of negli-
gence and error and thus to deter potentially
unsafe practices. Well and good. But this system
isn’t delivering on those promises and is increas-
ingly attacked as healthcare costs continue to
shoot up.

Physicians and their insurers prescribe cap-
ping liability awards to calm physician fears,
keep doctors in business, and hold down overall
healthcare costs. Some evidence suggests that
doctors are slightly more plentiful in capped
states. But other economic and social factors are
more influential in limiting access to care, espe-
cially in rural areas and inner cities.

As for rising healthcare costs, caps and other
tort reforms will let providers save on liability
premiums and cut back on excess tests and 
procedures—“defensive” services provided for
legal protection rather than medical benefit. 

But the combined impact will be tiny—probably
around 1 percent of the nation’s total medical
budget. And considerable overservice will persist
since incentives to limit care to evidence-based
procedures are weak. 

Real malpractice reform would go beyond
courtrooms to make the system keep its
promises—to make compensation fairer across
the board and to boost systematic efforts to 
prevent injury rather than just haphazardly sue
healthcare providers after the fact. Real reform
could benefit patients and caregivers alike.

Encouraging doctors and hospitals to reveal
problems to patients, to report them for patient-
safety analysis, and thereby to learn from 
mistakes would do far more than tort reform to
promote safer, higher-value healthcare. 

bovbjerg

Healthcare Liability Reform—Beyond the Courts
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in the Institute’s Health Policy Center.
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The fast-approaching retirement of aging baby
boomers stirs new thoughts on old debates.
For instance, why shouldn’t work pay at older
ages? In 2004, we detailed how current
benefits and taxes discourage work for those
62 and older. Yet many could enjoy greater
economic security over time if they stayed on
the job longer. Rising health care costs also
erode the security of older Americans. Our 
projections show, despite 30 years of produc-
tivity growth, income after taxes and health
care spending for the typical older couple will
be no higher in 2030 than in 2000.

In 2004, we analyzed proposals from the
President’s Commission to Strengthen Social
Security calling for personal savings accounts
and price indexing of the formula that deter-
mines initial benefits. These changes, we told
the Social Security Administration, would 
significantly affect poverty rates among older
Americans. Even under a more optimistic
personal account scenario, some vulnerable
groups—divorced or never-married people,
African Americans, and those without a high
school diploma, for instance—would be
pushed closer to poverty if benefit formulas
change.

Eight years after welfare reform, we’re
studying an increasingly complex picture as
each state sets its own rules for cash assis-
tance to needy families. Our Welfare Rules
Database ranks among the principal informa-
tion sources on state policies. In 2004, we
made 2001 and 2002 data available on our
web site and in published form. We’ve also

analyzed the welfare population in detail, 
comparing those recently on welfare to low-
income families with no welfare experience.
How well are the children doing? We continue
to probe this critical issue, partly by studying
living arrangements to inform the debate on
marriage promotion.
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Responsibility. Century Foundation Press, 2004.

■ Leaving Welfare: Employment and Well-Being of
Families that Left Welfare in the Post-Entitlement
Era by Gregory Acs and Pamela Loprest. Upjohn
Press, 2004.

■ “Reform Model Two of the President’s Commission
to Strengthen Social Security: Distributional
Outcomes Under Different Economic and
Behavioral Assumptions” by Melissa M. Favreault,
Joshua H. Goldwyn, Karen E. Smith, Lawrence H.
Thompson, Cori E. Uccello, and Sheila R.
Zedlewski. Working Paper #2004-19. Center for
Retirement Research at Boston College, 2004. 

■ “Single Mothers and Their Child Support Receipt:
How Well is Child Support Doing?” by Elaine
Sorensen, with Ariel Hill. Journal of Human
Resources 39, Winter 2004.

■ “Trends in Job Demands Among Older Workers,
1992-2002” by Richard W. Johnson. Monthly Labor
Review 127(7): 48–56, 2004.
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In 2004, the International Activities Center
worked with USAID to strengthen local govern-
ments in 12 Eastern European and former
Soviet Union countries. Our challenges includ-
ed finding ways to boost citizen communica-
tion with public officials and to improve munic-
ipal services and local financial management.
In Armenia, for instance, we’ve helped
strengthen institutions that encourage the 
participation of women and youth in building 
a stronger government. Eight cities, with our
technical support, have undertaken new 
economic development strategies. In
Uzbekistan, through public awareness
campaigns and a large training program, 
we facilitated the creation of small, resident-
controlled housing associations. 

In October, the fourth in a series of work-
shops was held for USAID project officers on
urban-rural linkages. Workshop participants
took away a new appreciation that the dichoto-
my between urban and rural is a false one, and
that successful development work must take
into account the many connections between
urban and rural areas. 

In Honduras, a large project started in
October will build close working relationships
between local governments and the organiza-
tions of civil society that speak for citizens’
needs. In South Africa, we concluded a four-
year project to buttress the housing sector
with technical help, grant support, and work-
shops. Among other things, we demonstrated
that using a savings-linked-to-credit lending
model for the poor works. We neared the end
of our work in Indonesia to transform a center

for local governance innovation established 
by USAID into a sustainable, self-directed
Indonesian institution supported by the public
and private sectors. 

To help local officials tally and better use
the results of their work, we held training
workshops in 2004 for the World Bank in
Cambodia and Laos on methodology develop-
ment and outcome monitoring. We also
trained legislators and legislative staff in the
Ukrainian Parliament to make better use of
their outcome information.
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Although the nation continued to see reduc-
tions in violent crime in 2004, urban areas still
grappled with homicide, gang violence, and
serious offenses—and want hard facts on what
works in reducing crime. The Justice Policy
Center remained at the forefront of criminal
justice program evaluation, applying rigorous
evaluation designs, state-of-the-art mapping
technologies, and new methods in cost-benefit
analysis to a range of critical public safety
issues. 

Successful reintegration of prisoners into
productive social roles is vital in the wake of
rising rates of imprisonment. Our studies in
2004 included a multisite evaluation of the
federal Serious and Violent Offender Reentry
Initiative, a longitudinal study of released 
prisoners in four states, the impact and cost
benefit evaluations of a Nevada faith-based
transitional housing program, and an evalua-
tion of a Tennessee employment-focused 
reentry initiative. 

In the area of crime prevention, we evaluat-
ed an initiative to build and demonstrate more
effective, integrated, community-based solu-
tions to substance abuse and delinquency.
Preliminary findings released in 2004 suggest
that the initiative has developed strong part-
nership capacity, which has, in turn, produced
such desirable service outcomes as resource
sharing and treatment effectiveness. We also
conducted large-scale, multisite evaluations
of innovative crime prevention programs
involving high-risk youth and youth gangs.

Our widely used work on juvenile offenders
was capped in 2004 with the publication of

Juvenile Drug Courts and Teen Substance
Abuse. As the first book to examine juvenile
drug courts, it reveals how little guidance
these courts get from federal or state policy-
makers. The programs vary greatly because
they take cues from local jurisdictions.

Committed to producing sound statistics
for policymakers, we continued in 2004—for
the tenth year—to collect and disseminate data
from eight federal justice agencies through 
our in-house Federal Justice Statistics Resource
Center, sponsored by the Bureau of Justice
Statistics. Our web site featuring this data
receives tens of thousands of hits annually. 
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Michelle Waul. The Urban Institute Press, 2004.
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Within the Daily Routines of Youth by Caterina
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Each year, about 650,000 men and women 
are released from prison and return home.
Their sheer numbers, coupled with growing
concern about the formidable challenges that
ex-prisoners face as they return to families and
communities, have elevated prisoner reentry
on the public agenda. When prisoners return
home, they have much to cope with—trying 
to secure stable living arrangements, find
employment, reconnect with family, and more.
On top of that, many encounter family mem-
bers anxious about their return, employers
reluctant to hire them, and neighbors unrecep-
tive to their very presence. Within three years,
seven in ten will be rearrested and half will be
back in prison, either for a new crime or 
violating conditions of their release.

Reintegrating prisoners into families and
communities is arguably one of the most
important dimensions of an effective criminal
justice system. Yet, remarkably little is known
about how to do it. To help fill this knowledge
gap—and to provide an empirical foundation
for new policy discussions on improving re-
entry outcomes for individuals, families, and
communities—the Urban Institute launched
Returning Home: Understanding the
Challenges of Prisoner Reentry. By intensively
interviewing former prisoners and their 
families in four states, we’re bringing rarely

heard voices into policy discussions on help-
ing released prisoners succeed. Listening to
and documenting the experiences of these
prisoners, along with those of members of the
communities to which they return, should help
state and local officials make policy decisions
and program innovations more empirically
grounded, pragmatic, and realistic. 

Turning the current explosion of interest in
prisoner reentry into sound policies and 
effective programs requires much greater
knowledge about the pathways of successful
reintegration, the social and fiscal costs of
current policies, and the impact of release,
sentencing, and reentry on individuals, 
families, and communities. It’s a challenge of
a different order from that faced by returning
prisoners, but one that must be shouldered
with the same determination if it’s to succeed.

visher
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Associate in the Urban Institute’s Justice
Policy Center.

When The Prison Doors Are Unlocked
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We launched the Child Welfare Research
Program within the Center on Labor, Human
Services, and Population in early 2004 to fill
research gaps by studying, for instance, servic-
es for children placed in the care of relatives by
child protective agencies. We found that many,
if not most, families that could be eligible for
the most generous payment do not receive it.
With proposals pending on Capitol Hill to reform
federal child welfare financing, we released a
report in late 2004 that became the only com-
plete data source on total federal spending on
neglected and abused children. On National
Adoption Day in November, we released our
U.S.-wide findings on significant barriers and
promising approaches to adoption.

Because the child care field has lacked a
basic profile of relative care use in the United
States, in 2004 we calculated how many fami-
lies rely on relatives to care for children while
parents work, for how many hours, and how
often such care is the sole child care arrange-
ment versus one of a combination. Our analy-
sis indicates that about one in four children
are cared for by a relative either in the child’s
home or the relative’s home. 

Continuing our studies of changes in the
U.S. population, we published, with consider-
able media attention, The Gay and Lesbian
Atlas, which showed—among many surpris-
es—that one of the ten U.S. neighborhoods
with the greatest concentration of same-sex
couples is in Houston and that senior popula-
tions in Alaska and New Mexico include many
gay and lesbian couples. The Atlas supports
growing anecdotal evidence that gay and 
lesbian couples are raising increasing num-
bers of children. Also, during the presidential
campaign, we highlighted increased voting by

the nation’s two largest immigrant-dominated
populations: Latinos and Asians. Despite
these increases, naturalization remains the
key limiting factor to their political strength.

One of many findings on labor issues in
2004 was that rising incarceration rates and
child support enforcement stymied job
prospects among young men. We also exam-
ined whether the use of computers can
improve the performance of small minority-
and women-owned business. Currently,
minorities and women fall short of achieving
the business success that they might if
equipped with better technology and the 
skills to use it. 
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Jason Ost. The Urban Institute Press, 2004.
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Americans believe in hard work.  We often 
take for granted that the children of working
parents grow up with a place to live, food to
eat, and medical care. In the 1990s, work
by parents—especially single mothers—
increased dramatically, yet many working 
parents still struggle to meet their families’
basic needs. In 2002, about one in five 
families with children had a full-time, full-year
worker but still had income less than twice the
poverty level ($36,000 for a family of four).
About one-quarter of these families reported
difficulty affording food, and about the same
proportion had trouble paying housing or 
utility bills. One in six children in these 
families had no health insurance. 

Americans also believe that parents must
take their family responsibilities seriously. 
For parents on the financial edge, balancing
work and family is particularly hard. Almost
four in ten of these full-time, low-wage work-
ing parents get no paid leave at all, not even a
sick day; those who pay for child care average
out-of-pocket costs of more than $3000 annu-
ally. If parents can’t afford to stay home with a
sick child or pay for stable child care, they face
wrenching trade-offs between their jobs and
their children.

Can public policy help working parents
meet children’s basic needs? Urban Institute
scholars have found that it matters when the
government supports working families. For
example, when families get child care help
shortly after leaving welfare, they are less like-
ly to return to the rolls. As Urban Institute
researchers track public and private sector
policies that affect working families—including
Food Stamps and private food pantries, the
Earned Income Tax Credit, child care subsidies,
and public health insurance (Medicaid and the
State Children’s Health Insurance Program),
which has expanded as employer coverage
erodes, they seek ways to help both public
and private sectors achieve America’s values
of work and family. 

golden

What Kinds of Support Do Low-Income Working Families Need?

Olivia Golden is a Senior Fellow at the Institute 
and Director of the Assessing the New Federalism
Project.



30 31

What’s happened to the residents of public
housing transformed through the HOPE VI 
program? The Metropolitan Housing and
Communities Policy Center wrestled with this
critical question in 2004. Our study of resi-
dents from five HOPE VI developments high-
lights the vulnerability of these families. For
example, 41 percent report fair or poor health.
That’s more than three times the rate reported
by all adults and about twice that of black
women nationally. Also, employment rates
among relocated families barely budged, 
registering 45 percent in 2001 and 46 percent
in 2003. The good news is that families who
received vouchers to relocate generally live in
better housing in safer neighborhoods now,
and their children attend better schools.

A community’s quality of life is shaped 
not only by economics but also by artistic
and cultural activities and by parks and recre-
ational opportunities. In 2004, we examined
whether and how policies to support spaces
for artists to live and work can boost economic
development. Also, our surveys of park users
consistently showed that parks programs rank
among the most highly prized of all municipal
agency services. 

As resources for social investments shrink,
public programs increasingly need to docu-
ment their performance and effectiveness. We
visited several communities in 2004 to gauge
their experiences with measuring the perform-
ance of community development programs
and investments, accumulating a body of use-
ful practices for the field. We also continued
our work with 21 local partners to develop 
and use neighborhood information systems
in policymaking and community building.

Under the banner of democratizing information,
our primary purpose is to build the capacity of
institutions and residents in urban neighbor-
hoods to plan and advocate for positive change.

The Washington, D.C. metro area has been
experiencing an economic boom in recent years,
and although our prosperity creates tremendous
opportunities, it also creates painful housing
market pressures. Our 2004 report on housing
conditions and trends in the nation’s capital
documents a shortfall in new housing construc-
tion and confirms that, for most families, home
prices and rents are rising faster than incomes.
The consequences of the region’s current growth
path are already raising alarms, but the experi-
ence of other metros around the country sug-
gests that housing prices, sprawl, congestion,
and pollution are likely to worsen unless
Washington-area jurisdictions begin to manage
growth more strategically.

S E L E C T E D  P U B L I C AT I O N S :

■ A Decade of HOPE VI : Research Findings and
Policy Challenges by Susan J. Popkin, Bruce Katz,
Mary K. Cunningham, Karen D. Brown, Jeremy
Gustafson, and Margery Austin Turner. The Urban
Institute, May 2004.

■ Housing in the Nation’s Capital 2004 by Margery
Austin Turner, G. Thomas Kingsley, Kathryn L.S.
Pettit, and Noah Sawyer. The Fannie Mae
Foundation, 2004.

■ Legislating For Results by Harry Hatry, Katie
Mark, Jeremy Gustafson, and Judy Zelio. National
Conference of State Legislatures, 2005.

■ Testing Public Housing Deregulation: A Summary
Assessment of HUD’s “Moving to Work”
Demonstration by Martin Abravanel, Robin Smith,
Margery Turner, Elizabeth Cove, Laura Harris, and
Carlos Manjarrez. The Urban Institute, 2004.
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■ HOPE VI

■ Investing in Creativity

■ Community Partnerships for Cultural Participation

■ Performance Measurement

■ Neighborhood Indicators

Over the past decade, HOPE VI has brought
new energy and creativity to the public hous-
ing program. It has produced some of the most
promising innovations in the history of federal
efforts to revitalize distressed urban neighbor-
hoods. But it is also responsible for some 
dismal failures, particularly when it comes to
the relocation of vulnerable residents.

Under HOPE VI, public housing developments
that were uninhabitable by any standard have
been demolished, replaced with new, high-
quality housing. And HOPE VI has generated
benefits for the neighborhoods that surround-
ed these developments. The program has
spurred important innovations in design, 
management, and financing.  Through HOPE
VI, many former public housing residents
received vouchers and moved to better 
housing in safer neighborhoods.  

But relocation planning and services have
failed to meet the challenge at most HOPE VI
sites, leading to mixed outcomes for many
residents, especially the “hard to house” 
residents who ended up in distressed housing
as a last resort. And some housing authorities
have failed to implement their HOPE VI plans
effectively.  

Today, HOPE VI is been slated for elimina-
tion on grounds that it has served its purpose,
costs too much, and takes too long. But tens of
thousands of distressed public housing units
remain that are not currently scheduled for
demolition and replacement. Clearly, the 
problem that HOPE VI was created to tackle
persists; at their worst, these severely
distressed developments endanger the lives
of the families and children they house and
blight the neighborhoods that surround them.
The challenge for policy makers is to continue
to address these problems in an era of increas-
ingly scarce resources for affordable housing.  

popkin

Hope For HOPE VI

Susan Popkin is a Principal Research Associate 
in the Institute’s Metropolitan Housing and
Communities Policy Center.
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Do people choose the charities they donate to,
or do the charities choose them? The Center on
Nonprofits and Philanthropy in 2004 devel-
oped a guide that helps donors make informed
decisions about giving. Among other things,
our Nonprofit Overhead Cost Project investi-
gated how nonprofits raise, spend, measure,
and report funds for fundraising and adminis-
tration. Armed with this type of information,
donors can more carefully choose the charities
they want to support and potentially have a
greater impact with their dollars.

Our National Center for Charitable Statistics
(NCCS) worked closely with the Internal
Revenue Service in 2004 to complete an online
system for electronically filing the Form 990,
the annual reporting form for charities. E-filing
should produce higher-quality information
with fewer errors. When the Senate Finance
Committee proposed more stringent regula-
tions for charities, the NCCS data from Forms
990 were used extensively to assess different
policy options. 

Recruitment and retention of volunteers was
another key focus in 2004. We released the
first national study on volunteer management
capacity in February. We found that four out of
five charities use volunteers. While most organ-
izations were ready to take on more volunteers,
they were stymied because they often lacked
resources to ensure that volunteers are used
effectively. When organizations can’t properly
manage volunteers, the volunteers leave.

In April, we released our study, 
Attitudes and Practices Concerning Effective
Philanthropy, at the Council on Foundations’
annual conference in Toronto. This first-ever
survey on the tenets of effective philanthropy

found that many grantmaking foundations are
not engaging in practices that, according to
their own standards, are keys to effectiveness.
For instance, only 38 percent of foundations
that value outside advice had solicited any
input from their grantees.

We also studied nonprofit providers of child
and youth services in 2004 and found that many
face the complex and dual challenges of elevat-
ed community demand for services and govern-
ment budget shortfalls that jeopardize funding
flows. Closer to home, we released a series of
reports on the 1,100 organizations in the
Washington, D.C. region that work to improve
the lives of local children. Even with more than
$1.5 billion in revenue in 2000, nearly one-third
of the nonprofits that focus on the region’s
children and youth lost money in 2000.

S E L E C T E D  P U B L I C AT I O N S :

■ “Getting What We Pay For: Low Overhead Limits
Nonprofit Effectiveness.” Nonprofit Overhead
Cost Project Brief 3. The Urban Institute and the
Center on Philanthropy (Indiana University),
August 2004.

■ Organizational Factors Influencing Advocacy for
Children by Carol J. De Vita, Maria Montilla, Betsy
Reid, and Omolara Fatiregun. The Urban Institute,
January 2004.

■ Partnerships between Large and Small Cultural
Organizations: A Strategy for Building Arts
Participation by Francie Ostrower. The Urban
Institute, June 2004. 

■ “Philanthropic Foundations: Payout and Related
Public Policy Issues” by Elizabeth T. Boris and C.
Eugene Steuerle. Emerging Issues in
Philanthropy Brief, June 2004.

■ Volunteer Management Capacity in America’s
Charities and Congregations: A Briefing Report.
The Urban Institute, March 2004.
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Throughout the 2004 election, our Tax Policy
Center was the major independent source of
analysis on both presidential candidates’ tax
plans. Our numbers showed, for example, that
Senator Kerry’s proposal to repeal the Bush
tax cuts for households with incomes over
$200,000, while making the middle-class tax
cuts permanent, would have amounted to a
tax cut of about $395 billion over ten years
compared with present law. We also published
a series of studies on tax policy in the Bush
Administration. Our analyses informed press
coverage and the public debate.

In all, we posted more than 170 charts and
tables showing the effects of various policies
on tax revenues and the distribution of tax
burdens in 2004. We expanded our microsimu-
lation tax model to incorporate tax incentives
for retirement and education and a model of
the estate tax. We found, for example, that
current retirement savings tax incentives
do little for the least financially secure and
explored some alternatives. We also produced
a report on higher education financing from
both the tax and spending sides.

Contemporary U.S. Tax Policy, by center 
codirector C. Eugene Steuerle, was selected 
in 2004 as an “Outstanding Academic Book
of the Year” by Choice magazine. The book
details how the tax code has become the tool
of choice for changing Americans’ behavior or
the economy.

With tax reform again on the agenda, some
have suggested the individual alternative 
minimum tax (AMT) as a replacement for 
the regular income tax. Our analysis shows
problems with this approach. The AMT is not
indexed for inflation and would penalize 
many married couples and families when 
compared with current law.

S E L E C T E D  P U B L I C AT I O N S :

■ Contemporary U.S. Tax Policy, by Eugene Steuerle.
Urban Institute Press, 2004.

■ “Distributional Effects of Defined Contribution
Plans and Individual Retirement Arrangements,”
by Leonard E. Burman, William G. Gale, Matthew
Hall, and Peter R. Orszag. National Tax Journal
57(3), September 2004. 

■ “Real Charitable Choice,” by Eugene Steuerle.
“Economic Perspective” column, Tax Notes, July
26, 2004.

■ “Senator Kerry’s Tax Proposals,” by Leonard E.
Burman and Jeffrey Rohaly. The Urban Institute,
July 23, 2004.

■ “The Distribution of the Estate Tax and Reform
Options,” by Leonard E. Burman, William G. Gale,
and Jeffrey Rohaly. Presentation at the National
Tax Association Annual Meetings, November 2004.

■ “Vote for Me!” Leonard E. Burman on National
Public Radio’s Marketplace, May 11, 2004.
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■ Alternative Minimum Tax

■ Savings Incentives in the Tax Code 

■ State and Local Taxes

■ Education Savings Incentives

■ Marriage Penalties

State and local governments provide more
than 80 percent of the nation’s non-defense
public spending. Sustaining their fiscal health
is key to the American social contract, which is
in jeopardy due to erosion of state-local tax
bases, aging of the population, and long-term
federal tax policies that could weaken fiscal
federalism and short-term efforts to curb the
deficit.

Consider the growth of remote retail sales
via mail order and Internet. States may not
require vendors to collect the retail taxes
unless they have significant business activities
within the state. Ten years ago, this meant that
2.5 percent of state/local sales and use taxes
revenues went uncollected. Today, some esti-
mates are double that and growing. Congress
can remedy the situation, and federal, state,
and local practitioners are working on a solu-
tion. Meanwhile, more of the tax base will
escape taxation.

Then, there is the interplay of demographics
and the erosion of the state personal income
tax. In some states, nearly all pension and
other fringe benefit income is exempt from
state taxes. By 2010, the largely exempt over-
65 population will begin rising as a share of
population from its 1990s level of 12 percent to
16 percent by 2020. 

Replacing the federal income tax with a fed-
eral consumption levy would markedly change
federalism’s character. Dual-consumption tax
systems, while feasible, would require dramat-
ic rethinking of ways to pay for services and of
local fiscal autonomy. Phasing out the income
tax would jeopardize comity in taxation. Other
fiscal strains would arise if Congress elimi-
nates federal deductibility of state and local
income and property taxes.

If we care about delivery of public services
to working families, to the poor, and, indeed,
about the social contract, we need to focus on
the integrity and sustainability of the of sys-
tem of state and local taxes upon which that
social contract rests. 

Robert Ebel is a Senior Fellow in the Institute’s Tax Policy. 
ebel

State and Local Tax “Obligations”
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Information technology specialists are full
partners with researchers in the Institute’s
research activities. 

In 2004, our programmers helped refine 
the Income and Benefits Policy Center’s
microsimulation modeling work for the Social
Security Administration (SSA). The aim was
to enhance SSA’s ability to assess the likely
costs and impacts of current law and proposed
policy initiatives on various demographic
groups. Institute and SSA analysts can now
view graphical results from the model, obtain
up-to-date documentation, and securely
download the latest source codes.

Another microsimulation model—TRIM, or
Transfer Income Model, which was developed
at the Institute to estimate the costs and
household effects of government programs
both current and proposed—is also being
enhanced. Once this work is finished, policy

analysts and others will be able to profile 
couples by demographic, asset, and income
characteristics to compare how well each
member of the hypothetical pair would fare
under three scenarios—single and living apart,
single and living together, or married and 
living together. Taking into account taxes and
public program benefits, this complex model
will help federal policymakers consider and
compare initiatives to promote healthy
marriages.

In related work, the information technology
group devised a way to incorporate monthly
data from the National Survey of Income and
Program Participation into TRIM and to
improve the model’s estimates of how many
are eligible for programs and how many take
part.
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I N F O R M A T I O N  T E C H N O L O G Y

The rapid growth in average life spans over the
past century represents one of humankind’s
great achievements but threatens to bankrupt
Social Security. People now collect retirement
benefits longer than ever before because the
retirement age has fallen while longevity has
increased. In fact, people are retiring earlier
today, using their rising incomes to work less
but still live comfortably in old age. More than
half of today’s retirees begin collecting Social
Security benefits at age 62, and the typical
man retiring now will collect benefits for nearly
20 years, more than twice as long as a typical
1950 male retiree. If left unchanged, Social
Security will soon pay more out in benefits
than it collects in taxes. 

One way to restore balance to the system
would be to delay the age at which retirees can
begin collecting benefits. Raising the retire-
ment age is not popular, but setting aside
more resources for the oldest retirees by over-
riding across-the-board benefit cuts would
help the neediest most. With improvements in
health and declines in physical job demands,
people now are generally better able to work
into their late 60s than they were half a 
century ago. 

Even without an increase in the Social
Security entitlement age, encouraging people
to work longer—possibly through changes in
pension and tax law—is a worthy goal. As the
population grows older, the labor force will be
hard-pressed to produce the goods and servic-
es demanded by the population. But much of
that strain could be eliminated if older people
worked as long as they did 50 years ago, when
jobs were more physical and health problems
more widespread. johnson

Longer Lives, Shorter Careers

Richard Johnson is a Principal Research Associate in
the Institute’s Income and Benefits Policy Center.



38 39

B O O KS

In-depth analyses of public policies
and programs.
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Information and ideas for policy analysts, 
program practitioners, public officials, 
and the media.

M E D I A  L I A I S O N
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perspectives on trends and news.
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Policy perspectives published in state, 
national, and international media.
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Research findings, results from program 
evaluations, and analyses of emerging
trends.

T E S T I M O N Y A N D  P R E S E N TAT I O N S

Facts, background, commentary, and research
findings delivered to members of Congress
and other decisionmakers, fellow researchers,
and program managers.

E - N E W S L E T T E R S

A weekly electronic newsletter highlighting
Institute-wide events, research, and publica-
tions and a monthly e-newsletter on issues
of special interest to states; electronic mailing
lists from many Institute research centers on
new work in their fields.

W E B  S I T E (www.urban.org)

An award-wining electronic tour of the
Institute’s research, publications, experts, 
and activities.
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Urban Institute staff work abroad in 
nearly 20 countries, carrying out these 
and many other activities: 

■ Worked with the Ukraine legislature to help 
develop a process for “legislating for results.” 

■ With British researchers and policymakers, 
started a bilateral dialogue on urban 
education reform. 

■ Trained local government officials in Honduras
to monitor municipal service delivery outcomes
and execute plans to improve services.

■ Helped local government in Montenegro 
increase revenues by improving collection 
procedures and installing info-tech systems.

■ Led training seminars to improve city services
in Kyrgyzstan for joint government/citizen 
working groups.  

■ Helped create the Center for Local
Government Innovation in Indonesia to 
provide training and technical assistance 
to local governments there.

■ Convened a working group of public policy-
makers and representatives of private financial
markets in Southeastern Europe to help these
decisionmakers develop primary and 
secondary mortgage markets.

.  .  .  A N D  C L O S E T O  H O M E

We conduct national and state-level

studies and also carry out research on the

Washington D.C. area—our home base and 

a region beset by many of the social policy

challenges faced by other large metropolitan

areas. Recent findings include:

■ Washington’s recent housing boom has
made renting or buying difficult for low-income
residents, and economic growth and investment
has passed some neighborhoods by.  

■ Violent crime among juveniles in Washington 
has decreased significantly since the mid-1990s,
but the city faces an enormous challenge reinte-
grating 2,500 released prisoners—one for every
225 residents—each year. 

■ Local nonprofits serving children and youth in
the greater Washington, D.C., area are plentiful,
diverse, and long-lived but unevenly distributed
throughout the region. 
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Summary of Financial Information for Fiscal Years Ending December 31, 2004 and 2003 (in thousands)

2004 2003

Total Assets $       98,500 $       89,200 

Total Liabilities 14,500 13,700 

Net Assets 84,000 75,400 

Liabilities and Net Assets $        98,500 $        89,100  

Operating Activities

Revenues 80,200 77,800 

Expenses (80,600) (77,300)

Subtotal (400) 500  

Non-Operating Activities

Revenues 9,000 9,400 

Expenses & Transfers — —

Subtotal 9,000 9,400

Total Change in Net Assets 8,600 9,900 

Net Assets Beginning of Year 75,400 65,500  

Net Assets End of Year $      84,000 $       75,400
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F I N A N C I A L S U M M A R Y

Foundations 26%

Other / State & Local 2%

Federal 72%

2005The Institute’s research agenda typically includes both short-term and
multiyear projects. New examples of both to begin 2005 include:

■ Creating and updating a web-based bank
of state and local tax facts and trends. 

■ Analyzing the third round of our National
Survey of America’s Families.

■ Helping design a congressionally mandat-
ed study of teacher-preparation programs. 

■ Studying the history and educational
effects of collective bargaining in schools. 

■ Developing and disseminating a model for
evaluating efforts to increase the diversity
of the science, math, and engineering
workforce. 

■ Studying how low-income peoples’ aware-
ness of the safety net influences insurance
coverage choices and healthcare access.

■ Assessing options for and issues in the 
design of government healthcare reinsur-
ance programs.

■ Consolidating in a textbook our knowledge
of policy analysis and its application. 

■ Exploring how nonprofit organizations
emulate business in adapting creatively to
a changing environment. 

■ Examining programs that address sexual
violence in prisons to find out how depart-
ments of corrections are responding the
problem and trying to prevent it.

■ Collecting data in seven states on policies
and practices that improve access to child-
care subsidies.

■ Convening forums on Social Security’s
future. 

■ Analyzing how developing spaces for
artists to live or work in contributes to
urban revitalization.

■ Assessing evaluations of programs
designed to strengthen marriage and
extracting lessons about which work best.

I N  P R O G R E S S
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