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understandably consumes Washington’s attention. Nonetheless, the challenge of getting the
economy growing again, though vital, is not sufficient. Our response to the crisis must plant
the seeds for the new economy of the future.

I t's time to look ahead. The need for a bold recovery plan to address the accelerating downturn

We must not, once we pull the economy out of recession, return to business as usual — a high-
consumption, low-wage economy based on asset bubbles and foreign borrowing. That strategy was
never sustainable and is no longer available.

A sustained recovery will require a dramatic change of course — and a dramatic change of priorities.
We must make the investments vital to a dynamic economy able to sustain a broad middle class in a
global economy. This requires investing in the public goods that are the foundation of a healthy society
and a dynamic economy — from a 215t century infrastructure to world-class public schools. We need to
curb short-term private speculation and bolster long-term public investment.

The crisis forces us in that direction. And the Obama administration has wisely offered up a recovery
plan — The American Recovery and Reinvestment Act Of 2009 — which would make an $800 billion
down payment on investments vital to our future, from clean energy to public schools.

Just a few months ago, adding $6 billion above current spending was the outer range of debate on
infrastructure renewal.' Even as bridges collapsed, levees sank and the American Society of Civil
Engineers estimated infrastructure needs of $1.6 trillion, our public imagination embraced only a tiny
fraction of the need.? Now, at last, the government response is reaching the right number of digits.

But the recovery plan remains a short-term stimulus, with a focus on immediate action and “shovel-
ready” projects. It necessarily is designed to staunch the bleeding.

We need to think beyond the recovery period, reordering our long-term priorities to sustain the
investments vital to a healthy economy. And we should begin investing in those areas now.

That means building thoughtfully for the decades to come. We shouldn’t hurry to build new highways
—even if the projects are “shovel-ready” — if construction will foster urban sprawl. We should be
investing in rail and mass transit, with new development patterns so people live closer to where they
work.

Let’s train teachers’ aides now to become tomorrow’s certified teachers, and fund scholarship
programs so today’s high school students can become tomorrow’s college graduates. Let’s think now
about parents balancing work with young children, and what the public can do during the preschool
years.

Let's remember that President Abraham Lincoln created Land Grant universities in 1862, in the

middle of the Civil War. With the country breaking in half, he laid the foundation for colleges that we
still use today. What are we doing today that will measure up, a hundred years from now?
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The Investment Deficit

One thing is painfully clear. America’s public investment deficit is deep and costly. The recovery
plan makes a useful down payment in various areas of dramatic need. But as we detail below,
the recovery plan is only a down payment. Glaring needs remain. So as we build the new
economy coming out of this crisis, we must sustain increased public investment in areas vital to
our social and economic health.

The core areas, detailed below, are also clear. We need to build a modern, efficient, 21st century
infrastructure, the foundation on which the economy relies. Much of our infrastructure dates
from the World War Il era; many of our water pipes were laid in the 19t century. We need to
rebuild our rail lines and mass transit systems. We need to clean our drinking water and replace
aged sewer lines.

Second, global warming and our increasing dependence on foreign oil are clear and present
dangers to our security. The recovery plan kick-starts investments in energy efficiency and the
electric grid. We need a concerted drive for sustainable energy independence, while ending our
addiction to foreign oil. We can aim for the skies with renewable wind and solar electricity, and
a smart network that moves the power from these new sources to places of demand. And we can
achieve simpler aims with more mundane investments, such as insulation and double-pane
glass — generating green jobs with a long-lasting impact.

Finally, we need to invest in people. America has prospered by leading the world in public
education, scientific research and technological invention. In a global economy, these areas are
more important than ever. We need to invest in quality public education from pre-K to grade 12,
with advanced education and training open to all. We need to make college affordable again. We
need to ramp up our investments in basic science and technology, such as the public research
that created the Internet. And we need to expand a public social compact to replace the private
promises now shredded by the corporations, starting with affordable health care for all.

These core areas of investment are not controversial. The evidence of the glaring deficits in each
area, described below, is incontrovertible. Now, as we begin to plan the new economy that arises
out of the ruins of the old, it is time to commit the resources and priorities necessary to the task.

Deficits in Perspective

One concern that constrains our thinking is, of course, the federal budget deficit. Deficits have
taken almost mythical hold of our imagination. The word “deficit” has become a stand-in for
words like waste and irresponsibility — so running a deficit is nearly synonymous with
irresponsibility rather than one economic variable to be taken into consideration among many
others.

The U.S. annual budget deficit is likely to exceed $1 trillion next year, a stunningly large
number. But then the U.S. is a gigantic economy with a correspondingly huge gross domestic
product. Measured as a percentage of GDP — that is, in proportion to a $14 trillion economy — a
$1 trillion deficit appears more manageable. The question really is one of scale. Are we going so
far in debt that we can’t dig out?
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In fact, our debt is
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So, large deficit
spending to make
sensible investments to put people to work in this crisis is both necessary and affordable. In the
long term, of course, sustained expansion of public investments vital to our future will have to
be paid for. That will require new priorities — squandering fewer resources on policing the world
and subsidizing agribusiness, for example. Progressive tax reforms would also be a good start —
closing loopholes, collecting unpaid taxes, taxing income on wealth at the same rates as income
on work. We can afford to make these investments. Indeed, it will cost us much more —in
economic inefficiency, a poorly educated citizenry, lost markets — if we do not make them.
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Investments

This section itemizes important categories of investments. Each section briefly describes:

L The current level of investment

O The level contemplated by the 2009 American Recovery and Reinvestment Act
introduced in the House of Representatives

O The need

0 The jobs that can be created by meeting that need.

The list is neither exhaustive nor definitive. It does, however, give some sense of the need for
expanded public investment that will remain after the recovery plan is over.

Energy

Energy is a linchpin issue, with consequences ranging from home heating to clean air to national
security. Investment in energy solves many problems at once.

The U.S. Department of Energy 2009 baseline budget allocates roughly $6 billion for energy
research, though the vast majority is for capturing carbon emissions and improving nuclear fuel
safety.* Only $156 million is expressly set aside for solar energy, and only $20 million goes to
the Federal Energy Management Program, whose mission is to increase energy efficiency in over
500,000 federal buildings and facilities.®> Altogether, less than $10 billion advances long term
goals.

The 2009 American Recovery and Reinvestment Act introduced by the House of
Representatives went farther.® It proposed $32 billion over two years to transform the nation’s
energy transmission, distribution, and production systems with an improved grid and renewable
technology; $31 billion to modernize federal and other public infrastructure to make them more
energy efficient; and $10 billion for scientific research. It allocated $350 million to the
Department of Defense for research to improve energy generation, transmission and storage for
military purposes. Altogether, roughly $80 billion in the recovery bill would have constituted
first steps in a long-term goal of clean energy and energy independence.

The Apollo Alliance has detailed what it would cost to sustain this concerted drive to a clean
energy independence. This coalition, comprised of business, labor and environmental leaders,
recommends an investment of $500 billion over 10 years.” The elements of the plan include $7
billion to insulate and renovate private structures (estimated to create 400,000 jobs), $11 billion
to improve the power grid (an estimated 140,000 jobs), $3 billion for research, $22 billion for
mass transit (an estimated 700,000 jobs), and up to $25 billion in loan guarantees for retooling
and retraining so new energy technologies are designed and manufactured in America.?

Energy

2009 baseline 2009 Recovery Bill What’s needed Jobs required to meet

budget the need

$10 billion annual® $80 billion over two $500 billion over 10 5 million over 10
years' years years''
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Education

Education is crucial to American prosperity and success. Education is a complex enterprise, with
contributions from every level of government, especially the states. In 2007, fully 21 percent of
state expenditures, $260 billion, were for primary and secondary school education; another 11
percent, or $135 billion, went to higher education. County governments provide an additional
$46 billion for education™ and the federal government adds $61 billion. But with a growing
population in a high tech world, more is still needed.

Pre-Kindergarten. Educational investments begin in early childhood. Only a few states have
universal pre-kindergarten programs, leaving most parents of young children to balance work
and family on their own. The federal government supports pre-K programs with only $7 billion
annually.' Oklahoma makes pre-K available to all of its four-year-olds; 85 percent of them
accept the opportunity, for a total cost of $118 million." Expanding similar high quality pre-K
programs for four-year-olds nationwide would cost roughly $28 billion annually.' The National
Head Start Association estimates that every $4 billion could create 120,000 jobs; so if it went to
scale it could create 840,000 jobs." The initial House of Representative’s version of the
American Recovery and Reinvestment Act of 2009 devoted $2.1 billion toward such programs, a
substantial step forward.

K-12. For K-12 education, attention focuses on standardized tests — even as schools are
crumbling and roofs are leaking. The U.S. Department of Education reports that a third of our
public schools are in condition bad enough to "interfere with the delivery of instruction."' The
National Education Association estimates that $322 billion would be needed to repair our
school infrastructure,’ and the 2009 Recovery and Reinvestment bill provided a $14 billion
beginning. Investment of just $20 billion in school construction has been carefully estimated to
create 250,000 jobs.?

Still greater investment would be needed to address what many consider the most important
reform of all: more teachers with smaller class sizes, and higher pay to attract quality
instructors.

Higher Education. America should expect, and make it possible for, all high school graduates to
either get a college education or some form of advanced career training. That means we should
ensure that college is affordable for all who wish to and qualify to go, and we should also
dramatically expand training programs, preferably located in community colleges and tied
directly to regional employer needs. Tuition increases, however, are making college less
affordable every year. Since 2000, tuition at a four-year public institution increased 35 percent
while household incomes decreased 1 percent.?' One reason is that states have been decreasing
their financial support, forcing universities to raise tuition to cover the difference.

To make college more affordable, states must return to their historical role in higher education.
The National Association of State Universities and Land-Grant Colleges notes, “Nationwide, this
would mean that states, on average, would return to supplying 77 percent of university
educational budgets (defined as net tuition plus state appropriations), an increase from the
current 63 percent level.”* To return to the historic 77 percent of university educational
budgets, states in total would need to invest $84 billion a year.?

At the federal level, the 2009 Recovery Bill would provide $39 billion to public colleges and
universities. Beyond that infusion lie such steady investments as the Pell Grant Program, which
has diminished in value over time. In 1979, a Pell Grant could cover 77 percent of tuition costs.
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Now it covers only 34 percent.* An annual investment of $51 billion would restore the Pell
Grant to its 1979 level.> The 2009 Recovery and Reinvestment Act started with an additional
$15.6 billion for the program.

Investments in the Federal College Work Study program and college facilities are also needed.
The U.S. Public Interest Research Group and United States Student Association note an
investment of $1.5 billion would increase the College Work-Study program funding by 25
percent and allow more low-and-moderate-income students to get valuable job experience while
working to help pay for college.?® The 2009 Recovery and Reinvestment bill called for a $490
million investment in the work-study program.

College facilities are also in need of upgrades and repair. Michael Crow, President of Arizona
State University, recommends an investment of $45 billion for “shovel-ready” projects, which
could create almost 2 million jobs. ? The 2009 Recovery and Reinvestment bill called for a $6
billion investment for higher education repair and modernization.

Lifetime learning. People need to learn even after college graduation. Lifetime learning
programs are especially valuable for workers who have lost their jobs due to companies moving
facilities overseas or other dislocations caused by the modern economy. Currently, the United
States operates the $260 million Trade Adjustment Assistance program to provide worker
retraining and employment opportunity for displaced workers.?® But this is only a sliver of the
need. Denmark, for example, spends fully 5 percent of GDP on “Flexicurity,” a worker retraining
and unemployment system.?’ The 2009 Recovery and Reinvestment bill called for $4 billion in
worker training through the Workforce Investment Act.

Education
Federal State 2009 What's Jobs
Investment Investment Recovery Bill needed required to
meet need
Pre-K $6.9 billion $3.7 billion®° $2.1 billion $28 billion 840,000
(annual)
K-12 $45.3 billion $260 billion $14 billion $322 billion
Infrastructure (in total)? (in total)3?
Higher Education ~ $15.3 billion®*  $135 billion**  $23.5 billion* $84 billion
(annual)
Pell Grant $14.4 billion3 $8 billion®” $15.6 billion $51 billion
(annual)
Work Study $1.2 billion*® - $490 million $1.5 billion
(annual)
Infrastructure - - $6 billion $45 billion 1,900,000
Lifetime Learning ~ $260 million - $4 billion
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Transportation

Transportation is crucial to move goods and people through our continent-sized country. Yet we
haven’t had major, concerted reexamination of our national transportation priorities since the
transcontinental railroads of the 1800s and the interstate highways and Federal Aviation
Administration after World War I1l. It's time to look to the 21st century. Our nation’s roads,
runways and rails require expansion and repair.

The current annual federal investment for transportation is roughly $72 billion, including $41
billion dedicated to highways, $1.6 billion for rail, $9 billion for mass transit, $15 billion to
aviation and $167 million for waterways.* States add another $121 billion annually.*® Counties
contribute $24 billion.*

The 2009 American Recovery and Reinvestment Act called for an additional $30 billion for
highway and bridge repairs, $6 billion for public transportation, $3 billion for airport
improvements, $1.2 billion for Amtrak and passenger rail service. An additional $3 billion was
committed for capital infrastructure projects.

Yet it would still fall short. The American Society of Civil Engineers calls for over $200 billion
annually over 20 years just to bring our transportation infrastructure back to good condition. To
repair our roads, $186 billion is needed annually; to eliminate all bridge deficiencies requires
$17 billion a year.** The Federal Transit Administration estimates $20.6 billion annually will
improve transit to “good” conditions and meet growing demand.** To upgrade and expand
capacity for aviation requires $15 billion annually.** To keep trains moving, rail deserves $13
billion a year.* For our navigable waterways to flow easily with barges once more, a total of $125
billion is called for.*

Our expansive transportation infrastructure needs will put millions of unemployed workers back
to work. The Department of Transportation estimates that every $1 billion of federal funding for
transportation infrastructure supports 27,800 jobs.*” According to the Federal Highway
Administration, approximately 835,000 jobs will be generated through road construction.*®
“Ready-to-go” public transportation projects alone would create an estimated 1.3 million jobs.*
Over 75,000 jobs would result from aviation projects that upgrade and expand capacity.* The
Army Corps of Engineers predicts 33,300 direct jobs would be generated by waterway
construction.®' And beyond job creation, transportation investment lays the foundation for long-
term economic benefits and growth, boosting our productivity and quality of life.

Transportation
2009 baseline 2009 Recovery What's needed*>  Jobs required to
budget Bill (annual for 20 meet the need
years)
Roads, bridges  $41 billion $30 billion $203 billion 835,000
Rail $1.6 billion $1.2 billion $13 billion -
Transit $9 billion $7.2 billion $21 billion 1,300,000
Aviation $15 billion $3 billion $15 billion 75,000
Waterways $167 million - $6.3 billion 33,000
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Water

Safe drinking water and adequate wastewater treatment are critical for any community to
survive. The vast majority of our nation’s water infrastructure was built in the post-World War
Il era, and much of it has exceeded its 50-year useful life-span.> Many people and businesses
rely on pipes that are over 100 years old, putting health, safety and the economy at risk.5*

Most water infrastructure — approximately 90 percent — is paid for at the county and local
level.>> Cash-strapped municipalities pay $4.5 billion annually for water supply services, and
another $5.3 billion for sewerage.** States contribute $300 million to the Clean Water and
Drinking Water State Revolving Funds.* Meanwhile, federal funding has decreased by around
20 percent over the past decade, with federal contributions for water infrastructure totaling just
over $3 billion annually.?®

The 2009 American Recovery and Reinvestment Act would have provided some relief, with
$11.8 billion over two years for water and wastewater projects. A total of $8 billion is allocated
for the Clean Water State Revolving Fund — including waste disposal — and the Drinking Water
State Revolving Fund. $1.5 billion is allocated for rural water and waste disposal, while $500
million is set for water reclamation. The remainder is allocated for U.S. Army Corps of Engineer
Projects and Department of Interior agencies.

Our water infrastructure needs run much deeper, however. The Environmental Protection
Agency warns of an investment shortfall of around $263 billion for drinking water over the next
20 years, and over $390 billion for wastewater infrastructure.*® The Water Infrastructure
Network, a broad-based coalition of local elected officials, water service providers, health
administrators, engineers and environmentalists, estimates that $23 billion is needed annually
on top of current funding is required to replace aging drinking and wastewater infrastructure to
comply with Clean Water Act standards.® The American Society of Civil Engineers and the
Water Infrastructure Network estimate that $12 billion annually is needed just for sewerage.©'

Investing in water infrastructure can create a wave of new jobs. Every $1 billion in water
infrastructure investment is estimated to create 57,400 jobs, both directly and indirectly.® The
recovery plan alone is estimated to generate over 500,000 jobs.® Construction by the U.S. Army
Corps of Engineers’ allows for 125,000 jobs.® The Association of State and Interstate Water
Pollution Control Administrators state the Clean Water Fund and Drinking Water Fund projects
can generate nearly 400,000 jobs.® The Congressional Research Service estimates that nearly
9,500 jobs can be created by water recycling programs.® Beyond job creation, water
infrastructure is the staple for the multibillion dollar commercial and recreation industries.

Water

Program 2009 federal 2009 2009 Recovery What's needed Jobs required
baseline state, county  Bill (annually for20  to meet the
budget budgets years) need

Total Water  $3.3 billion $10.4 billion $11.8 billion $33 billion 500,000+

Drinking $1.77 billion $4.8 billion $3.25 billion $13 billion 210,000

Sewer $1.56 billion $5.6 billion $6.75 billion $20 billion 325,000
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Natural Resources

America has a long tradition of protecting its natural resources. Preserving parkland. Protecting
fish and wildlife. Cleaning the environment and restoring brownfields. This, too, is economic
development.

National Parks Service. In 2007, national parks recorded over 270 million visits to their
parks. The 2009 baseline budget for the National Park Service is $2.4 billion,*” though it
estimates a backlog of $7 billion for national park facilities.®® The Recovery Bill of 2009 would
have started to fill this backlog. It would devote $1.7 billion toward park service infrastructure
investment. In addition, it provides $325 million for the Bureau of Land Management and
$650 million for the Forest Service. It is estimated that 3,000 jobs are created for each $100
million of National Parks Service deferred maintenance investment.®

Wetlands Conservation and Fish and Wildlife Services. Wetlands protect against
flooding, help maintain water quality, and provide habitat to wildlife. The 2009 baseline budget
for the U.S. Fish and Wildlife Service was $1.3 billion, but it has more than $3 billion in
backlogged maintenance.” The Recovery Bill of 2009 would devote $300 million toward this
investment, which would create an estimated 11,000 jobs.

Environmental protection is not always expensive. The U.S. Fish and Wildlife Service has been
protecting coastal wetlands through a matching grants program since 1990. To date, $165
million have been awarded to protect over 200,000 acres of coastal wetlands from agricultural
and urban run-off, shoreline modification, invasive species, oil spills, municipal waste disposal
and residential or commercial development.”!

Environmental Protection. The EPA Superfund, an environmental program established to
address abandoned hazardous waste sites, has steadily lost funding since 1998. In 2009, the
baseline budget for the Superfund was $1.3 billion.” Currently, there are over 1,200 sites that
are on the National Priorities List for Superfund cleanup, plus an additional 15,000
uncontrolled hazardous waste sites.” The initial House recovery plan would have provided
$800 million for cleanup, which the EPA has estimated would create over 3,000 jobs. The
recovery dedicates an additional $100 million for brownfields restoration, which has been
estimated to create 5,000 new jobs.

Natural Resources

Area 2009 Baseline 2009 Recovery What's needed Jobs required to
Budget Bill meet the need

National Parks and $2.4 billion $2.6 billion $7 billion 3,000

Land management (Per $100 million
spent)

Fish and Wildlife $1.3 billion $300 million $3 billion 11,000

Services (Per $300 million
spent)

Environmental $7.1 billion”™ $9.4 billion - -

Protection Agency

Superfund and $1.4 billion $900 million - 8,000

brownfields
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Conclusion

Economic recovery is only the beginning. The 2009 economic recovery bill was a step in the
right direction, but just a step. Key to sustained recovery and a healthy economy is a return to
government that works. We need to maintain the recovery-bill level of investment in the long
run.

In his inaugural address, President Obama defined what it would mean for government to work:
“It helps families find jobs at a decent wage, care they can afford, a retirement that is dignified.”
Central to that is making the public investments vital to an economy that works for working
people.

This will require shedding the wrong-headed conservative myths of the last decades.
Government involvement doesn’t choke entrepreneurship, but enables it. Great inventors grow
out of public schools, great inventions grow out of publicly funded research, goods travel across
public roads and children play in public parks. We need to restore government to its essential
role in public life.

Resources will be needed. As a nation we have starved the public sector for decades. Our roads
are potholed, our school roofs leak and we depend on foreign countries for our energy. The
American Society of Civil Engineers now sees a need for $2.2 trillion in infrastructure repair
over the next five years. The work will take decades and employ millions of people. It’s the first
step in the next America.

Investment Needs

Current 2009 Recovery  Current annual Need
Investment Bill investment (annual for 10+
(House version, (assuming House  years)
annual overtwo  bill)
years)
Energy $10 billion $80 billion $50 billion $50 billion
Education $292 billion $66 billion $325 billion $532 billion
Transportation $234 billion $41 billion $254 billion $258 billion
Water $25 billion $22 billion $36 billion $65 billion
Natural Resources  $12 billion $13 billion $19 billion $5 billion
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