Preparing for Institutional Collapse
This was written in early 2008, with the additional essays below written throughout that year and into 2009.
Letting go of one’s illusions is a difficult process that takes a long, long time, but I am just about there.  From a young age I have been a believer in public services and benefits as a way of providing some measure of assurance for other people, people I rely on every time I purchase a good or service, of a decent life regardless of one’s personal income or standing.  After all, I initially chose public service as a career.  And I have been a defender of the public institutions when compared with those who were only concerned with their own situation and preference put in less, or get out more, as if the community was a greedy adversary to be beaten in life rather than something one is a part of.  Now, however, I see that it is probably hopeless.  

Under the current generation of “leaders,” “the community,” in its governmental form, is controlled by insatiable interests and sits on top of those who happen to live in New York City, New York State, and the United States.  While promising general, universal benefits in the future, or lower taxes in the present, they have already taken so much out of that future for themselves and self-interest groups that it is unlikely that there will be a functioning school system, usable parks, convenient mass transit, affordable health care, or a livable Social Security retirement stipend for my children’s generation.  Even at high future taxes.  They’ve blown it all, rationalized or just ignored the near certain effects on others, and they won’t give it back.   So perhaps all the time, energy and money directed toward trying to reform or improve our social institutions, particularly out government institutions, would be better spent preparing to do without them.

This is a difficult conclusion for me to arrive at, for three reasons.  First, my chosen lifestyle, which might be described as happy living through materially modest living, assumes the substitution of cheaper shared amenities -- public parks, transit, etc. -- for more costly and wasteful personal amenities.  If I end up paying for those shared amenities and not getting them, the way I paid local and (especially) state taxes for elementary school and didn’t get it for my children, that choice isn’t possible.

Second, my goal in life has been for the rest of the world to, net, be somewhat better off for my existence, rather than getting a “profit” by imposing a “loss” on others.  So beating the system to suck more out and put less in isn’t going to make me happy.  And being well off enough personally that I don’t rely on social institutions won’t do either, as I am concerned about my neighbors.

Worst of all, we in New York City are at the end of a long climb back from institutional decline.  After prior generations “took all their was to take,” in the words of one union leader, before decamping to the suburbs, city residents were left paying high taxes for rich pensions, other public employee retiree benefits, debts run up in the pasts, and sinecures for those still around and milking the system.  In return they endured a police force that did not stop crime, subways that barely worked, parks that were dangerous and in disrepair, schools so bad they violated the state constitution, bridges that were never painted and had to be closed, etc.  Money for nothing.  While most of those who chose to live here paid and got little, those who mattered avoided the subways by driving to their special free parking spaces, went to “politician beach” instead of Coney Island, sent their kids to the handful of decent schools by special variance, or lived in the suburbs while drawing money out of the city.

People I admire spent decades rebuilding the city’s public institutions, often substituting their own personal time money when tax dollars were directed elsewhere and public employees stopped working.  But while the city tried to recover, political control at the state level remained in the hands of the sort of people who had sucked NYC dry in the 1950s and 1960s.  And now, they have repeated the trick statewide.  Indeed, in some ways their generation has done it nationwide.

Consider that three bond issues have been passed for the Second Avenue Subway, but as a result of benefits distributed in the past the MTA is so deep in debt that I can’t imagine how we (or should I say they) will be able to maintain the transit system we have.

Consider that property taxes remain far higher in NYC than they were ten years ago, and spending has soared in its public schools to the point where spending per child is now well above the national average even with a cost of living adjustment.  But most of the increase in spending has been on retiree benefits, and with the recent deal to allow teachers to retire and receive pension and health care benefits seven years earlier, money spent in the schools themselves is certain to be slashed, again.

Consider that in 1983 my generation and those after were told we must pay vastly higher payroll taxes throughout our careers, and accept a later retirement age, to ensure Social Security would be there for us.  Then all those extra contributions were spent, so now 25 years later we are told that further benefit cuts for, and/or much higher taxes on, those who were not “at or over 55” when Bush said the words are required to once again “save Social Security” -- after all of those who came of age in the 1960s and earlier are in the system and “grandfathered” from any sacrifices.

Consider that every year public spending and subsidies soar for ever-richer health care for those who happen to benefit from public programs or publicly-subsidized private insurance, even as more and more people get nothing.

Consider all the donations people, including my family and many of my friends, have made to public amenities such as parks and libraries, when the services received is cut in the coming years.

Consider how tax breaks mean the rich can disguise their work earnings as capital gains and pay just 15% at the federal level, while in New York City and New York State those benefiting from public employee pensions are not required to pay any state and local income taxes on that income or on Social Security.

It isn’t just that those who have skillfully obtained “good deals” for themselves in the past are “grandfathered” and get to keep them.  Worse, those who already have such deals take more and more every year.  Like a bad parasite, the political class and its supporters feel so needy, so entitled, that they cannot help but kill their host.  They will just keep grabbing and grabbing until government institutions collapse.  (The executives who sit on each other’s boards and award each other an ever-greater share of business income are doing the same to the broader economy).  No one is willing to even impose a psychological price on the inside beneficiaries by forcing them to confront the difference between their unearned privileges and situation of those without.  If forced, expect them not only to turn hostile but also to simply rely that “everyone should have more” and “everyone should pay less” in the future, when it might be “possible.”  But when the future arrives, all the money has been taken off the top.

And don’t expect the collapse to be announced.  Services and benefits will dribble away by stealth. The subway line will not be closed, but trains will seldom arrive due to “circumstances beyond our control.”  Medicare will not be repealed for our generation, but payment levels will be reduced to the point that almost no health care provider will accept Medicare  -- even as special funds mean more money for Local 1199.  The inflation adjustment for Social Security will be recalculated.  Future teachers will be paid less in order to direct money to the life of leisure of those retiring, so certification -- and sick leave -- rules will be loosened up so someone will more or less show up.  High School requirements will be maintained, but required courses will fill up with insiders, forcing others to wait years to take them -- until they drop out or are given a piece of paper anyway to help their “self esteem.”   We’ll have libraries -- without books, open two days per week.  And if you get robbed, you can make an appointment to file a police report in a month or two.  Etc.

The future of public services and benefits is privatization and “placardization.”  We already see privatization in the public sidewalks, public property individual people are “required” to maintain.  So in affluent neighborhoods the sidewalks are good, in poor neighborhoods they are terrible.  We see placardization in the free parking allocated to those with certain connections, many but not all of them in the public sector.  Someday there will be education placards, health care placards, park placards, library placards -- all off the books and all secret, of course.  
Isn’t it amazing, when you think about it, how little the political class relies on public services?  They have their tax-free pensions, not just Social Security, their private retiree health insurance that pays for what Medicare will not, their private cars and private parking, their suburban or private or special deal schools.  They drive around in their SUVs with tinted windows.  The really well off, meanwhile, can fend for themselves without public services and benefits.  They don’t have to care, either.  Just try to pay as little as they can.
In education, moreover, we can’t expect the parochial school system to be there for my grandchildren as it was for my children.  It is already collapsing under the weight of actually trying to provide an affordable education, over and above the taxes parents pay, to those who are not affluent, something the NYC public schools generally have not bothered to do for most of the past 30 years.  The UFT, among others, seems determined to kill it off, so it will be in an even stronger position to say “pay more or your children will not be educated.”  Knowing all along that as we pay more our children will nonetheless not be educated.  The well off will be able to afford the private $20,000 per year schools.

No, the Client 9 business was not the defining moment for the man who had declared “Day One Everything Changes.”  That moment had arrived when he capitulated on last year’s budget, signed a huge teacher pension enhancement in the face of an upcoming fiscal disaster after having promised to improve the schools, and had his appointee release an MTA capital plan that proposes to borrow $20 billion to defer long promised improvements while deferring maintenance.  

In fact for those without connections we may, as a nation, be heading back to the pre-progressive era in public services and benefits.  But not in taxation.  The money older generations have promised themselves, and promised to the wealthy and those in other countries in exchange for more benefits for less taxes for themselves, mean the federal, state and local governments will be coming after us for more and more money even as public services disappear and the poor are left to fend for themselves.  Indeed, they will be coming after the poor for taxes.  So it’s no use becoming a conservative or Republican, because they will be in favor of collecting those taxes too someday -- after the fiscal collapse, when they can’t borrow anymore to hand out favors those who matter to them.

Here is the dilemma.  Our social institutions, in government and business, are in the hands of a self-perpetuating group of self-interested people.  The more ordinary people put in to government and business institutions -- in taxes, hard work, savings and investment -- the more those people take out for themselves and their supporters.  I’ve argued for years that the institutions need to be revitalized, taken back, because we need them.  I now suspect that we may have to do without them, whether we need them or not.

When I ran for public office, I tried talking to people about the cumulative effect of all the selling out of the future, all the special deals for the “special people,” on our common life.  Down in Flatbush I ran into a woman who said the following.  “My kids didn’t get to go to public schools, because they were terrible.  The police don’t protect us.  We won’t get Social Security.  We’ll never get anything.  I just don’t want to pay anymore; I just want to be left alone.”  Yes lady, I remember every word.

After my Don Quixote attempt was mostly ignored, and considering how weak my position was in attempting to convince anyone else to try, I wrote the following about New York State’s public sector:  “The situation is apparently similar to corporate governance. Top executives and directors may be enriching themselves, diluting ownership with stock issues and options, and bankrupting the company, but electoral rules make it impossible to vote them out. It is easier just to sell the stock.”
I wasn’t ready to give up then, but perhaps I am now.  Perhaps our “leaders” have finally achieved the resignation of the downtrodden peasant, as evidenced in the Italian novel Bread and Wine, one of my favorite books, in which a revolutionary disguised as a priest tries to convince the peasants to unify to fight back against the unfair political system.  They say there is nothing they can do about it other than try to beat the system and survive.  Frankly, I begin to think that the U.S. is about ready for an Il Duce right now, since at the state level we already have a government like the one in Naples, were as a result of so many people beating the system for so long the city ended up filled with garbage that no one would pick up and no one could find a place for -- even as illegal dumping poisons the buffalo mozzarella.  (Google up Naples garbage and Naples mozzarella if you are interested in what is going on).

So what do you say to the kids, other than “Dad tried to do all he could?”  

Looking for inspiration, I came upon this website referenced on a financial economics blog I participate in:  http://www.youwalkaway.com/.  What the website does, in exchange for a fee, is explain to people who are struggling to pay unaffordable mortgages, on houses whose value is dropping, who are doomed to foreclosure anyway, that they are better off walking away.  The mortgage they signed for shouldn’t really be thought of as their moral obligation, according to the site, and one the dream of homeownership is gone, you realize that you’ll be better off just moving on.  

How about the dream of a fair, viable community?  A responsible, prosperous, fair-minded country?  I wrote on the site that we in New York need a http://www.wewalkaway.com/ , to explain to us that since public services and benefits are doomed no matter what, we might as well refuse to pay taxes and have their state and their city and their federal government (not ours in the end) go bankrupt and default on debt and retiree “obligations” others have imposed on us without our consent.  A day later I thought to look, and someone had reserved the domain name the day after I wrote that (it’s a popular site). Which means that at least one other person is thinking the same thing.  

Thinking that perhaps the “walkaway” philosophy may not be shortsighted and selfish after all, if in reality any additional financial contributions to our political institutions will simply be stolen and could be in lieu of charitable contributions that might actually benefit someone who is actually less well off that I am.  As opposed to someone who feels entitled to more.  Call it the “audacity of hopelessness” that opens one mind to seeking another way out.

Education In An Era of Institutional Collapse
As I have described in as many ways as I can, an inevitably rising share of public spending will be going to debts run up by past generations, rich pension and other retiree benefits for those cashing in and moving out, workers with seniority who are no longer required to work, and those in places like New York’s suburbs and upstate New York who need a “job” to be able to live the way they “deserve.”  At the federal level, thoughtful people of all political views understand that the “debt” implied by having younger generations provided with the same health care and Social Security benefits that older generations have handed themselves is so high that it can ever be paid -- the financial debts are on top of that.  If you live in New York State, the situation is actually much worse, because it is necessary to anticipate future increases in benefits for those with deals on top of those that have already occurred.  At the same time, more and more potential tax revenues are lost to special tax deals and breaks, and as a result of similar self-dealing and future-selling in the private and personal sectors, people are about to get a whole lot worse off, reducing tax revenues overall.  Actual public services, benefits, and infrastructure will be crushed between these two pincers.

Once this accepted as inevitable, because the people who benefit from current trends and conditions have unchecked power and no conscience, the question is “what will life in New York City be like twenty years from now.”  What will it be like for your children if they stay here?  I’ve written about transportation -- how they’d better learn to get around by bike and telecommute because the bus system will melt away through a series of budget crises, the subway system will become increasingly unreliable due to disinvestment (with entire lines shut down for years when a critical component fails until the money is scrounged for a temporary fix), driving expensive, parking impossible, and the only other choice illegal but tolerated uninsured private vans operated by drivers of questionable ability.  This post is about education -- I’ll get to health care later.

I have described the future of public services and benefits as “privatization” and “placardization.”  By placardization, I mean that to the extent that public sector has anything worthwhile to offer, it will not be able to afford to offer it universally, and it will be allocated instead to insiders and those with connections by a variety of means.  The way scarce parking is allocated to those with the connections to get placards, legal and illegal.  By “privatization” I do not mean that the government will provide universal, equal benefits by hiring private contractors rather than public employees, as it does in the Medicare program or under a school voucher program.  I mean that those who have the resources to provide what were once public services for themselves will be permitted to do so (as long as they are grateful for that permission), while those who lack such resources will be left to do without.  In other words, we’re heading for a pre-Progressive era level of public services and benefits, at a Swedish tax rate (because those who matter have received Swedish-plus benefits while paying Reaganite taxes or less).

In education, the signposts to the future are clear in the present -- and the past.  New York City’s public schools have historically been placardized, with islands of adequacy and even excellence amidst seas of awfulness.  As resources once again become scarce expect the recent emphasis on “fair” school funding by school and “equitable” admissions to “special” programs, opposed by both the Teacher’s Union and by well-connected parents, to be quietly reversed.  The Union will then be able to offer its increasingly underpaid younger members a choice of schools with higher expectations, if they insist on working, and schools with virtually no expectations, where they can collect a paycheck before collecting a pension.  

If some of those union members choose to live in the city, expect them to send their own children to the high expectations schools, along with those elected officials who do not choose private schools for their own children.  In the high-expectation schools, limited public funding will be supplemented by “voluntary” contributions by parents, of their time and expertise.  There has been some attempt to rein that in during the current administration, to limit the disparity between schools where parents have more money and schools where parents have less.  That will end.

In the low expectations schools, meanwhile, “corporate” pressure on teachers to actually provide a reasonable foundation in life for disadvantaged children will ebb away, backed by a convenient bi-partisan ideological consensus that it is hopeless to try in any event. Expect social promotion, which is really fiscal promotion, to re-emerge.  Also expected to re-emerge, in exchange for diminished pay for new hires in a fiscal crisis driven by higher pension spending -- fewer hours worked for teachers, and a rule that principals are not allowed to “disrespect” them by asking to see their teaching materials, view their classroom performance, or demand that they given and review assignments.  Can you say $25,000 per year staring salaries for teachers?  Adjust for inflation since similar contracts were signed for police and fire (and, by the way, in case you haven’t noticed at the current pace that would be quite an adjustment), that’s what you are going to get.  As for principals, that position will be what it used to be -- an office for well connected time-servers to hide for a year at a higher salary to boost their pension.

“High stakes testing” will diminish, and programs such as “credit recovery” will expand.  Under that program, according to the New York Times, just completing a few essays is enough to earn a high school credit for those who are behind.  Today they are behind because they skip school.  Tomorrow they may be behind because their school only provides a series of uncertified low-wage teachers, rather than one good one, as in many New York City schools at the end of the last millennium.  “Throughout the city, an ad hoc system of helping students like Mr. Bunyan over the hump is taking root in public high schools, sometimes over the protests of teachers, who call credit recovery programs a poor substitute for classroom learning and say they ultimately devalue the diploma. In interviews, teachers or principals at more than a dozen schools said the programs ranged from five-day crunch sessions over school breaks, to interactive computer programs culminating in an online test, to independent study packets — and varied in quality.”

What I have described is merely a return to the past -- to the last time New York City’s teachers were allowed to retire at age 55 after just 25 years of work leaving much less money for the classroom, in the 1970s.  There are, however, a couple of things that have changed.  First, back when the conditions and expectations I have just described were common and accepted, New York City’s public schools were under-funded, but now they are richly funded as I described here.  http://www.r8ny.com/blog/larry_littlefield/what_the_campaign_for_fiscal_equity_accomplished.html  I expect the current level of funding will continue, so we will be getting “The Bronx is Burning” schools for “Luxury City” taxes, as money is diverted to the retired.   The high spending, and higher taxes that will be necessary to support it in years when Wall Street isn’t massively fleecing the whole world, will be the only remnant of the Bloomberg era.  He, in effect, reversed everything else by agreeing to shift money out of the classroom and into a longer retirement.

It is entirely possible if not likely, moreover, that the current generation of state legislators (including the Governor), all of whom are getting on in years, will add another massive pension enhancement (a three-quarter’s pension, say, or retirement at age 50) to the current burden, so if the public school system will not be destroyed by what has already been agreed that just means they are not yet finished.  The New York State legislature could vote at 4 am tomorrow to give everyone born before 1958 a pension of $2 million per year and then have all its members retire.   That pension would, then, take absolute priority over everything else no matter what -- even if every public service and benefit would be eliminated and taxes raised so high that people would have nothing left -- and could never, ever be reversed by any subsequent public official or legislature.  It would be idiotic not to expect at least some of this to occur, given how much of it already has.

But school spending will not rise further.  The recent pension deal was apparently predicated on a UFT assumption it could hold actual education hostage, and that as much money was taken off the top for the retired, some other public service would have to be sacrificed or taxes increased to make up the difference.  What the UFT chose not to consider is the possibility that all three levels will be so broke that they will have no choice but to allow the gun it has pointed at the children’s head to fire.  

The second difference between the future and the 1970s is that more middle-class families without connections and special deals, as a result of other social trends, might choose to live in New York City rather than flee to the suburbs, and the collapsing parochial school system, which was a lifeboat for the past 40 years, will not be there to serve them at anything like the current tuition levels.  Here the “privatization” half of the projected future comes in.  Of course those who are sufficiently affluent will be able to afford expensive private schools, but there is likely to be a shortage of positions in such schools in addition to, for most families, a shortage of cash to pay for them.  For the middle class, the only option -- one I thought about myself back in the previous semi-institutional collapse of the mid-1990s when my children were denied the public school education we had paid for -- is assisted home schooling.

As I described previously, if New York City’s current instructional spending per child of $11,400 in FY 2006 was used to hire home-based teachers who lived in their neighborhood and taught children in their homes, the way people hire music teachers and tutors, those teachers could be given $136,800 to teach 12 children -- for their wages, health insurance, IRA contribution, and teaching materials. If the parents were willing to pay for after-school and summer care, and the teachers were willing to provide it, they could earn additional money over and above the $136,800 just to sit in the park while the kids played or be around as the did their homework or played games. And they would have a class size of 12.  There will be no such public funds for homeschoolers in the future, however, because the public retirement, er, school system will drain all the money off.  Instead, in addition to facing a much higher tax burden, tomorrow’s parents will have to fund such arrangements themselves.  

The Village Voice had a recent article on urban Afro-Americans with decent family lives home schooling their children to get them out of the public schools the powers that be intend for them:  “In the 2006–2007 school year, the city's Department of Education says that 3,654 students in New York were home-schooled. Most are white, but a growing number are African-American. Black parents tend to take their children out of the schools for other than religious reasons, and home schooling groups say black children taught at home are nearly always boys. Like Robinson, some of New York's parents have concluded that the school system is failing the city's black boys, and have elected to teach them at home as an alternative.”

At a cost of $1,200 for a full-year curriculum including textbooks and lesson plans from a company called Calvert Education Services, according to the article, one parent mentioned in the article had schooled her children at home, merely having them take quarterly and year-end tests provided by the city’s Department of Education.  Grading those tests and tracking the children’s progress is presumably cheaper for the city than actually educating those children itself.  As funding for the classroom shrinks, I would expect assisted home schooling to be promoted by the city as a wonderful alternative for families -- rather than generally tolerated but frowned upon as is the case today.  Employers will also be supportive, given they will need skilled workers in a place where the schools provide a disincentive to live.  Expect the NYC public schools to eventually provide their own textbooks and lesson plans to willing parents, with a far more demanding schedule of student assignments than its teachers will be required to assign.

The support of employers for flexible schedules will be critical, because having one parent stay home to educate their children, like a “Gossip Girl” private school, is a luxury few middle class parents will be able to afford -- especially at tomorrow’s tax levels.  Instead, expect parents to band together in groups of eight to ten, with one parent from each family working a four-day week or nine days in two weeks.   These parents could educate the children as a group, they way supplemental child care was provided by the babysitting co-op we were in during our children’s pres-school days.  In addition to supervising the children’s education on their non-work days, the parents would each pay perhaps $3,000 per year (in today’s money) for a professional teacher -- who wouldn’t get anything like the $136,800 per year described above -- to provide assistance.  Assisting 25 such children in this way, such a teacher could earn $75,000 per year, with some perhaps under the table in cash or handed over as “gifts.”

Note that I expect tax fraud to be rampant in an era of institutional collapse, and the cash demanded may not be dollars.  These arrangements would also be illegal under state laws that make it illegal to provide “child care” for school-age children during school hours, but like NYC’ zoning laws, expect such rules to be un-enforced against organized groups of parents who are supportive of incumbents and the UFT.

The internet and computers will make a decent education outside of a school far more possible in the future than it had been in the past.  Yet obviously parents with a college education would be better able to provide a quality assisted home schooling education for their children.  For the children of high school dropouts, it’s what would be left of the city’s public schools, which will return to being what they always have been -- a ticket to the social landfill.  But yuppies, even yuppies with moderate incomes, will continue to be able to raise children in the city as long as they understand the realities and plan accordingly. 

There will be no announcement that this is taking place.  In fact, there will be a bi-partisan (since the beneficiaries of the institutional collapse are bi-partisan) attempt to gradually rationalize it, as a series of non-decisions allows what is left of the existing system to ebb away, past conditions to return, and present trends to expand.  The left can extol these arrangements as a more communal and less corporate and rigid educational system, the right as a more private and less political one -- ignoring the fact that those without massive special tax deals would in fact be paying for a public education their children would not receive.  (Similarly, the left could extol the future transportation arrangements, which would require a big shrinkage of the city and regional economy from what the transit system supports, as a return to the social virtues of the communal village, while the right could celebrate the decrease in reliance on the socialistic unionized transit system.)  Life will be better, those who do not rely on public services and benefits (because they can afford the Gossip Girl schools) or with special access to what is left of them, will tell the rest of us.

In short, I’m declaring total victory for the United Federation of Teachers, retired teachers and those with seniority, older generations, and current members of the New York State legislature -- over the city’s children, future teachers (who will be forced to pay dues out of their $25K salaries like it or not), and the future of the city at large.  That future will be much diminished but it will not disappear, just as it didn’t disappear in the 1970s. People can and will adapt, and they will be less likely to flee because other parts of the country will be facing similar problems, often for the first time, and without the assets a place like New York City has to adapt to them.  But otherwise the game is over, and we might was well move on.
EDUCATION IN AN ERA OF INSTITUTIONAL COLLAPSE II

posted by Larry Littlefield
Fri, 12/16/2011 - 4:16pm
It’s happening, just as I predicted in this post after the 25/55 pension deal passed for New York City teachers. The New York Times reports that desperate middle class parents are responding to the financial degradation of the public schools by forming underground education co-ops. Providing for themselves, outside the formal structure and at risk of persecution from it, the education they pay taxes for after those taxes were diverted to the early retired. According to the article, the underground is in pre-K, which was supposed to become “universal” but never has been. “For parents like us, options are limited. Private pre-K can run more than $30,000 a year at the fanciest schools. Depending on the neighborhood, spaces with community-based organizations — private preschools that partner with the state and accept state subsidies but handle their own applications — can be as elusive as public pre-K spots. If home schooling is daunting, and if not schooling feels wrong, the only other choice, it seems, is to join the legions of parents who have taken matters into their own hands and formed co-ops.”

Today pre-K, tomorrow grade school and more. Not because it is better or even good, not because teachers aren’t needed or wanted, but because that is what will be left in the aftermath of Generation Greed. With the benefit of information technology and unemployed would-be teachers with no choice but to help out and work for peanuts, it might work for children with educated parents. For the rest, forget it, and kiss equal opportunity goodbye.

Let’s quote from my original post, Education in an Era of Institutional Collapse. “I have described the future of public services and benefits as ‘privatization’ and ‘placardization.’ By placardization, I mean that to the extent that public sector has anything worthwhile to offer, it will not be able to afford to offer it universally, and it will be allocated instead to insiders and those with connections by a variety of means. The way scarce parking is allocated to those with the connections to get placards, legal and illegal. By “privatization” I do not mean that the government will provide universal, equal benefits by hiring private contractors rather than public employees, as it does in the Medicare program or under a school voucher program. I mean that those who have the resources to provide what were once public services for themselves will be permitted to do so (as long as they are grateful for that permission), while those who lack such resources will be left to do without.”

Speaking of the need for permission and gratitude, according to the Times “in New York, advertisements for co-op schools pepper online parent groups once every month or two, especially in spring or early summer. But you will mostly hear about them quietly, on the playground or on play dates. Sometimes the groups are low-key because the school is formed by a circle of friends and there is no need for other children to join. The other big reason is their questionable legality…and in many cases, forming a co-op school is illegal, because getting the required permits and passing background checks can be so prohibitively expensive and time-consuming that most co-ops simply don’t.”

Hint hint. Campaign contributions to incumbent state legislators, and possibly “donations” to the UFT in exchange for "assistance."

Again, from the post several years ago. 

“The second difference between the future and the 1970s is that more middle-class families without connections and special deals, as a result of other social trends, might choose to live in New York City rather than flee to the suburbs, and the collapsing parochial school system, which was a lifeboat for the past 40 years, will not be there to serve them at anything like the current tuition levels. Here the ‘privatization’ half of the projected future comes in. Of course those who are sufficiently affluent will be able to afford expensive private schools, but there is likely to be a shortage of positions in such schools in addition to, for most families, a shortage of cash to pay for them. For the middle class, the only option -- one I thought about myself back in the previous semi-institutional collapse of the mid-1990s when my children were denied the public school education we had paid for -- is assisted home schooling.”
“As I described previously, if New York City’s current instructional spending per child of $11,400 in FY 2006 was used to hire home-based teachers who lived in their neighborhood and taught children in their homes, the way people hire music teachers and tutors, those teachers could be given $136,800 to teach 12 children -- for their wages, health insurance, IRA contribution, and teaching materials. If the parents were willing to pay for after-school and summer care, and the teachers were willing to provide it, they could earn additional money over and above the $136,800 just to sit in the park while the kids played or be around as the did their homework or played games. And they would have a class size of 12. There will be no such public funds for homeschoolers in the future, however, because the public retirement crisis in the school system will drain all the money off. Instead, in addition to facing a much higher tax burden, tomorrow’s parents will have to fund such arrangements themselves.”
“The support of employers for flexible schedules will be critical, because having one parent stay home to educate their children, like a ‘Gossip Girl’ private school, is a luxury few middle class parents will be able to afford -- especially at tomorrow’s tax levels. Instead, expect parents to band together in groups of eight to ten, with one parent from each family working a four day week or nine days in two weeks. These parents could educate the children as a group, they way supplemental child care was provided by the babysitting co-op we were in during our children’s pres-school days. In addition to supervising the children’s education on their non-work days, the parents would each pay perhaps $3,000 per year (in today’s money) for a professional teacher -- who wouldn’t get anything like the $136,800 per year described above -- to provide assistance. Assisting 25 such children in this way, such a teacher could earn $75,000 per year, with some perhaps under the table in cash or handed over as ‘gifts.’” 

Without health or retirement benefits of course.  And probably without Social Security of Medicare the way the federal government is going.

I predicted that those who went this route would be at first persecuted and then supported by a city desperate to avoid the cost of providing services while continuing to have residents to tax. And acknowledging that given the quality of education it could afford to provide, parents would have no choice. “Expect the NYC public schools to eventually provide their own textbooks and lesson plans to willing parents, with a far more demanding schedule of student assignments than its teachers will be required to assign.” And according to the New York Times, one City Councilmember is already ahead of the curve. “There’s a fairly stringent code and byzantine process for getting certified and code-compliant,” said City Councilman Brad Lander, a Democrat from Brooklyn, whose office held a meeting over the summer for any co-ops interested in pooling their resources and securing permits. “Some are genuinely for the safety of kids, and some are more debatable.”

The diminished future will not be announced, nor will there be a "decision" to bring it into being.  Just a series of non-decisions to pay for the past deals, followed by adaptations.  Ah well, this transit buff and former New York City Transit employee has completed his work for the week here at the office. It’s time to take the nine mile trip home. On a bike I pedal myself.

A Little Social Science For Those Interested
Submitted by Larry Littlefield on Fri, 12/16/2011 - 6:20pm.

Fundamental qualitative changes are hard to predict. Most forecasts about what is coming are extrapolations of the past, perhaps with a “regression to the mean” or cyclical component. That’s why the “yuppie” economists President Obama initially brought on board thought this was just a normal recession, rather than the end of an economic epoch.

But fundamental qualitative and structural changes do not happen instantly everywhere. They start somewhere, in one place, among one group of people, in one circumstance – and later spread or don’t depending on the underlying conditions in the overall society.

So if you think about and understand the underlying conditions of the overall society, and see adaptations and changes happening in one case, you can consider if they might be a signpost to the future in a broader sense.
Health Care in an Era of Institutional Collapse
(Note, this was written pre-Obamacare).

If in New York City education the signposts to the future http://www.r8ny.com/blog/larry_littlefield/education_in_an_era_of_institutional_collapse.html are easy to see, that is even more the case in health care, where an institutional collapse is slowly grinding on even as health care spending escalates.  For the shrinking number of people with access to benefits paid for by others, ever more services of greater or lesser value continue to be provided at greater and greater cost -- to someone else -- with no end in sight.  Meanwhile, a larger and larger number of people are entitled to less and less.  The one thing that could head off a retirement crisis caused by rising lifespans, moreover, is that rising obesity and diabetes could slash the age of death or disability for those without the health insurance benefits to combat it.  Average American life expectancy could fall as a result, the way it did in the former Soviet Union after its institutions collapsed, unless the increasingly long lives to those with the good deals are enough to bring up the average compared with the majority.  Moreover, those facing pre-mature disability are, by and large, also those without access to retirement benefits other than an oversubscribed Social Security system.  So we could have two classes -- one that has to go on working though unable, and one that is able to work but doesn’t have to, and gets to live on while not working, and consuming lots of health care, for a very long time.

There is, however, a reason to believe that present trends might not continue.  None of the candidates for President saw this situation -- all for some, nothing for others who pay for it, and ever more spending -- as acceptable.  All promised to put a stop to it.  And the leading candidate for President, Barak Obama, is not a member of the generations that have set up a very good deal for themselves and passed the check to those coming after, so he might have a different perspective.  Health care, moreover, is a federal issue, and in much of the rest of the country the United States remains a democracy, so it is possible that at some point the national policies that work to the disadvantage of a growing majority will reverse.  Congress, however, represents those on the winning side of current arrangements, and takes their donations, so institutional collapse for the majority remains the most likely course, as those with good deals hold onto and expand them no matter what.  What might be expected is a repeat of the Medicare prescription drug benefit -- more funding for more services for those receive a great deal of funding and services already -- combined with a concession that the next President’s “hands are tied” by the exploding budget deficit.

Clearly the U.S. health care industry is not going to disappear.  What may be expected is that at some point (perhaps already passed) its cost will have become so great that it just cannot absorb additional resources.  Perhaps the trigger will be a massive financial crisis, when those who save (generally outside the United States) are not longer willing to lend more money to the federal government than Americans can afford to pay back.  At that point, the only way those currently entitled to whatever additional health care may come along, at whatever cost, can maintain that entitlement is for money to be saved on the less entitled.  For some to have all, with someone else footing the bill, more and more have to have less and less.   So what can those not in on the deal, other than high taxes to pay for those who are in on the deal, expect to do for health care twenty years from now?

For education, I suggested that in the future the best option remaining available for middle and working class families might be assisted home schooling – pay taxes for luxury class schools for those who matter, and then teach your own kid at home, perhaps in cooperation with other parents, probably with the assistance of a tutor.  For health, the likely result is self-health care, supported by the internet.

Most people, in fact, provide health care to themselves and their loved ones, relying on the health care industry to do testing, provide advice and check on progress.  When one is injured or ill, the health care industry diagnoses the problem and recommends a treatment.  Subsequent visits check the results and recommend modifications.  Today’s young people, lacking access to health insurance and if unable to afford physicians on their own, are likely to rely on the internet and home testing kits – or perhaps tests administered for a more modest fee in pharmacies – to figure out what is wrong with them.  Physicians currently retain a monopoly on the availability of restricted drugs, but as both health care and drugs become more expensive many Americans, like those in poor countries, are likely to rely on bootleg and black market pharmaceuticals.  Self care chemotherapy for cancer based on a web-assisted self-diagnosis?  For many of tomorrow’s Americans, the alternative might be no care at all.

Where the health care industry does provide direct care is surgery.  Here the response to decreasing insurance is likely to be an expansion of the already booming medical tourism industry.  According to a recent article in The Economist:  “over 45m Americans are uninsured, and many millions more are severely underinsured. Such people may find it cheaper to fly abroad and pay for an operation out of their own pockets than to find the money for deductibles or ‘co-payments’ charged for the same procedure at home. Arnold Milstein of Mercer, a consultancy, calls them America’s ‘medical refugees.’”   In addition to foreign surgery, we may have home surgery, and home childbirth by assisted practitioners who are paid in cash and do not give their names to avoid getting sued.

So while some Americans receive the finest and most advanced high-tech care at here in the U.S., health care that the world’s wealthy travel here to receive, other Americans will either have to travel to poor countries or go on an unregulated black market to receive run of the mill health care, paying out of their own pocket.  Obviously, I recommend that young people do all they can to remain healthy as long as possible, as they are unlikely to be able to obtain the care older generations take for granted.

And what about the unhealthy, those with serious debilitating or deadly congenital or acquired conditions?  Self-help via the internet, home test kits, bootleg drugs, and trips to Thailand for a surgery or two are unlikely to meet even their most basic needs.  The life expectancy and quality of life of people with many conditions has improved in recent decades.  For non-wealthy people on the outside of the formal government subsidized health care finance system, that trend may reverse.

I do not predict this nightmare will occur because taxes fall and less public money is spent on health care.  Indeed, those without any government health insurance or subsidies will probably have to pay increased taxes for past (financed by debt) and future benefits for those with extensive and increasing health insurance or subsidies.  This prediction is based on an extrapolation of current trends forward.  America’s institutions are being hollowed out from the inside by self-dealing and excess privilege.  Health care will be no exception.

Note:  The subsequent passage of Obamacare did not really reform the health care finance system in the United States, built as it is on the pre-existing mess.  But it did represent a tentative step in the OPPOSITE direction of that presented in this dystopian future.  Thus at this point I would say the future direction of health care is uncertain, and the institutional collapse can still be avoided.  

NON-PROFITS IN AN ERA OF INSTITUTIONAL COLLAPSE

Things sure seem to have changed at the New York Times. After a couple of decades of being the veritable mouthpiece of the non-profiteers, the Times has recently been raising questions about how much New York City and State pay them, much of it under the Medicaid program, and how little is received in return. In the latest article, the Times examined at-home services for the disabled, for which the city state and federal governments pay $45 to $67 per hour to non-profit organizations that dispatch aides paid $9 to $15 per hour. The huge profit margin allows the non-profits to pay big salaries to those who run them.

This is just one example of what has happened in the city’s “non-profit” “charities” over the years. They have become a big part of the reason that New Yorkers pay so much in taxes, and receive so little in return. What is particularly disturbing is that this problem has infected a type of organization that was thought of as the solution 40 to 50 years ago, due the failures and ripoffs of public employee unions, government bureaucracies, and government contractors.

It’s hard to believe now, but at one time government agencies, from the military on down, were considered examples of well-run, efficient organizations with dedicated staff. Prior to the progressive era of the early 1900s, all government was, and was assumed to be, corrupt due to patronage appointments for government workers and kickbacks for government contractors. Progressive Democrats, however, challenged the corruption of political machines because they wanted the government to do more to meet people’s needs. Progressive Republicans worked toward the same goals, because they wanted government to do the limited number of things everyone believed had to be done, at a lower tax rate.

During the Great Depression, with fewer quality employment opportunities in business, hundreds of thousands of dedicated workers flocked to government service. When the federal government successfully organized victory in World War II, the reputation of government agencies soared further. A golden age of public service followed.

Which was then ended by the public employee unions. After reversing a perceived imbalance in the well being of public employees relative to their private sector counterparts, they quickly moved on to decreasing the amount of work government workers did. Protecting sloth with procedural impediments to termination, reducing the number of days worked in a year and hours in a day, and increasing the years in retirement relative to the years actually worked.

As a result, in the 1970s taxes soared and services collapsed in whatever places the unions had the most power, particularly New York City. In a triumph of union power, most recently repeated, soaring pension costs led to soaring taxes that drove businesses out of town, while collapsing services did the same to residents. The schools stopped educating the children, the police stopped protecting people from crime, the transit system became dirty and unreliable, and garbage filled the streets, as all the money was diverted to the early retired. What people paid for government and received in return is far more for less than the public employees themselves would have tolerated when they went shopping, and used their power of choice to ensure private sector workers gave them a good deal. The public employees, in fact, exercised their right to move out of town, to suburbs with lower taxes and better services.

The consequences of public sloth extended to the social services sphere, where public agencies were thought to be incapable of actually helping the poor, or even uninterested in doing so. That perception was reinforced by the 1972 Willowbrook scandal, where the mentally retarded were found to be living in horrific conditions in state institutions as indifferent government employees did little.

The right wing response to government agency sloth has been “privitization,” having the government contract with for-profit businesses to provide the services that governments used to provide directly. But government contracting has been rife with sloth and corruption as well, and in the same era that people were finding out that the mentally retarded were being neglected by government agencies, they were also finding out that senior citizens were being abused by for-profit nursing home companies, during the 1970s nursing home scandals.

Robbed by public employee unions and by businesses, New York City turned, en masse, to the non-profit sector. The public employees and their unions stayed, and eventually collected their pensions, but the actual work would be done by others. Surely people could trust those who would dedicate their lives to charities in exchange for the modest pay they provide? Perhaps this era explains the “non-profit good, for profit bad” reporting of the Times up until a few years ago.

As a result of all the non-profit contracting, New York is one of the most contracted out local governments in the entire United States. For FY 2011 at the New York City Administration for Children’s Services, according to the FY 2012 budget proposal, just $529 million of $2.9 billion in total spending went to the wages and benefits of government workers. The rest went to contracts with the agencies that actually do the work of caring for needy children, almost entirely non-profits. The wages and benefits of public employees similarly accounted for only $175 million of the $903 million at the Department of Homeless Services, $582 million of the $1.9 billion spent by the Department of Health and Mental Hygene, and $1.2 billion of the $8.7 billion spent by the Department of Social Services. Most of the rest went for contracts, generally to “non-profit” health and social service providers, with much of the money passing through the Medicaid program.

But it isn’t just health and social services. Almost all of the New York City’s major cultural institutions, its zoos and botanic gardens and museums, though generally owned by the city and partially funded by the city, are run by non-profit organizations. So are the city’s libraries. After Parks Department workers were unable or unwilling to maintain Prospect and Central Parks in the wake of the 1970s fiscal crises, non-profit organizations were formed to do some of the work for them. The new High Line, Hudson River, Governor’s Island and Brooklyn waterfront parks are operated as non-profits from the get go.

It worked for a while, as new organizations inspired the same kind of dedication and sense of mission found in public agencies a generation or two before. But then the rot began to set in, founders were replaced by careerists, and non-profit executive pay began to soar. I recall reading the in the 1990s, when the dot.comers were getting rich off stock options, that the non-profit sector also needed to offer stock options to attract qualified workers. Perhaps the organizations could purchase options in unrelated for-profit companies so they too could receive big payoffs taxed at just 15.0% under the federal income tax rules? They were serious.

Many non-profits came to be essentially owned and operated by state legislators, their relatives and cronies, with an exchange of funds for support with the collection of signatures and other political assistance. Whatever good work they might have done at one time has become less and less a part of the mission.

And many “non-profit” “charities” now get almost none of their funding from actual donations. They rely on government funding instead, funding that is collected from people in taxes and does not have to be justified to (increasingly, given various non-profit scandals) skeptical donors.

Aside from buildings with rich people’s names on it, the absence of donations shows the attitude of New Yorkers toward the “non-profit” sector. For example, although New York’s private hospitals, by law, remain non-profit “charities,” how many would consider making a donation to one of them? You might as well donate to Exxon. As the Times reported in another previously un-Times like article, many hospital executives make salaries well into the seven figures, and rising.

What is the broader lesson of this sad history? One might conclude that there is no end-run around the hard work of reforming corrupt existing institutions by replacing them, as New York replaced government employees with non-profit contracts. That is a lesson that could perhaps be applied to charter schools. Sure, they might outperform regular public schools while motivated founders are in charge, but after 20 years receiving government money taxpayers have no choice but to contribute, they will surely devolve until just another self-interest group.

Past attempts at reform, however, have only increased my respect for “creative destruction.” Eventually, a culture of entitlement sets in that can only be ended when the exchange once again between those who pay and those who receive payment once again becomes voluntary. Consider the New York City public schools. There was a huge increase in funding. The central entire administration was mostly sacked and reorganized, along with many principals. Teacher aides were wiped out, along with untenured teachers. But since the schools were not declared “bankrupt,” the United Federation of Teachers contract remained, and within seven years the UFT had ensured that all the additional funding went to earlier retirement for its members. Again. Does anyone really believe the Long Island Railroad, where nearly all the workers AND managers were claiming disability pensions, can be reformed with that culture in place?

In business, consider the case of respected businessman Warren Buffet’s Berkshire Hathaway. He had a successor all picked out, but that successor suddenly resigned after it was discovered he was doing insider information side deals front running Berkshire Hathaway’s own trades. Buffet, according to a recent 60 Minutes report, has now asked his son, a farmer with no interest in finance, to replace him as Chairman of the Board. Perhaps because his soon is the only person he trusts.

Our institutions, it seem, cannot be reformed. They can only be replaced, preferably after bankruptcies that divest the vested interests entirely. But eventually the replacement organizations will also be corrupted, as founders with dreams are replaced with careerists with self-interest in mind. That seems to be true in business, in government, and yes, even in charities.

Perhaps the lesson here is the saddest one. Self-dealers have seized all our institutions, public and private and non-profit, and for the most part cannot be dislodged because of the power they have obtained. The result is a society in decline. How bad will things get before a re-boot becomes possible? Does the struggle to prevent collapse just allow those who have made deals with themselves to take more out?  There may be no good choices in the era of Generation Greed.
