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Economists from Adam Smith 
onward have understood that 
free markets don’t exist or 
thrive in a state of nature.1 
They are nestled within a 
framework of governance 
that defends societies against 
outside threats, writes and 
enforces common laws, and 
provides public goods – those 
that all people need but that 
private actors would have little 
incentive or ability to develop 
on their own.2

Unlike private investments, investments in 
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Note: Education & training excludes federal student loan programs, which can be unpredictable and fluctuate from year to year based on repayment 
rates. Projections assume public investment changes at the same rate as total non-defense discretionary spending and that discretionary spending 
increases from the February 2018 budget deal are continued.9

10,11 12,13, St. Louis Fed14 15, and 
PPI calculations
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pension liabilities are coming due as a massive 

public investments in several independent 
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KEY TAKEAWAYS

 

We’re Falling Behind in Research and 
Development (PP. 8-13):

• 

• 

• 

Our Infrastructure is Obsolete and Falling Apart 
(PP. 13-16):

• 

crumble as total government spending on 

•  

• 
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Workers Need Skills for Next-Generation Jobs 
(PP. 16-21): 

• 

• 

• 

 

Public Investment Fosters Robust and Inclusive 
Economic Growth (PP. 21-26):

• 

• 

• 

Poor Federal Budget Choices Are Draining 
Public Investment (PP. 26-28): 

• 

• 
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• 

State and Local Governments Face Challenges 
Similar to Those Facing Washington (PP. 28-33):

• 

• Republican governors and legislators in 

• 
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WE’RE FALLING BEHIND IN RESEARCH  
AND DEVELOPMENT

21

R&D dollars are put into development (Fig. 2

22 
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Security Administration.23

Sources: National Science Foundation24
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Sources: National Science Foundation40, St. Louis Fed41, and PPI calculations.
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Fig. 5

$0 b

$100 b

$200 b

$300 b

$400 b

$500 b

$600 b

$700 b

$800 b

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

Bi
lli

on
s 

of
 D

ol
la

rs
 (A

dj
us

te
d 

fo
r P

PP
) China

United 
States
European
Union

Japan

South 
Korea

Recorded Estimated

rate over the three most recent years recorded and adjusted for purchasing power parity (PPP) to reflect differing costs of investment in each 
country.

48 and PPI calculations



ENDING AMERICA’S PUBLIC INVESTMENT DROUGHT

P13

to public investment in R&D so it can attract 

OUR INFRASTRUCTURE IS OBSOLETE 
AND FALLING APART

50 

businesses, telecommunications networks 
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Fig. 6
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55 As a result, investments in 
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Figure 7. Infrastructure Funding Gaps 
(2016-2025)

Funding Expected Funding Needed

Note: Figures are adjusted for inflation in year 2015 dollars. Water infrastructure includes both water/wastewater systems and water transportation.

Source: American Society of Civil Engineers62
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decades incentivizes businesses to move 

 

to renewing investments in American 

will require increasing public investment at all 

WORKERS NEED SKILLS FOR 
NEXT-GENERATION JOBS 

investment, spending on investments in our 



ENDING AMERICA’S PUBLIC INVESTMENT DROUGHT

P17

government and state and local governments, 

Fig. 8

Note: Net outlays for higher education exclude federal student loan programs, which can be unpredictable and fluctuate from year to year based on 
repayment rates.
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HOW DOES THE FEDERAL GOVERNMENT SUPPORT STUDENTS PURSUING HIGHER EDUCATION?
Fig. 9
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Fig. 10

Note: Figure depicts changes in CPI-U.
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But public investments can spur growth and help 
lower-income families and communities level 

found that a consistent 10 percent increase in 
funding for educating low-income children was 
associated with a nearly 10 percent increase in 
both high-school graduation rates and average 
lifetime earnings. By comparison, the same 

effect on children from affluent backgrounds. 
The outsized impact that increased funding has 
on disadvantaged children demonstrates that 
K-12 education is a critical factor in promoting 
economic opportunity for all.129

Ensuring students of all backgrounds are given 
the opportunity to pursue higher education is 
also critical for economic mobility. Although a 
traditional college education is not necessarily 
right for every student, it remains one of the 
most reliable pathways into the middle class. 
A Brookings study found that nearly half of 

the income distribution will remain there as 
adults if they don’t earn a college degree. But 
among similar children who do receive a college 

the income ladder after graduating.130 Providing 

equal access to all forms of higher education is 
thus essential for promoting economic mobility 
and empowering our workforce to realize their 
full potential. 

For these reasons, federal investments in today’s 
children – particularly those from lower-income 
families – pay dividends throughout their lives 
as they grow up, enter the workforce, pay taxes, 
and eventually raise children of their own to do 
the same. Underinvesting in children undermines 
the long-term health of our society and our 
economy

Unfortunately, children today are not the top 
priority for our government. For every dollar the 
federal government spends per senior citizen 
(people aged 65 and older) in the United States, 
it spends only 16 cents per child (Fig. 13). Even 
taking into account state and local government 
spending, which includes public schools and 

government support for children is still less than 
half what it is for older Americans. This approach 
is particularly problematic because seniors 

assistance than children, who have nearly double 
the poverty rate as that of the elderly.131

Figure 13. Federal Spending and Poverty Rates by Age
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Figure 16.  Federal Spending and Poverty 
Rates by Age 
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Sources: Urban Institute132 and Census Bureau133

$29,547

$4,811

9.2%

17.5%

FEDERAL SPENDING PER CAPITA POVERTY RATE



ENDING AMERICA’S PUBLIC INVESTMENT DROUGHT

P26

POOR FEDERAL BUDGET CHOICES ARE 
DRAINING PUBLIC INVESTMENT
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combined 136 

government several trillion dollars more over 
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(Fig. 14
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Note: Projection assumes current tax and spending policies remain in place even if they are scheduled to change or expire under the law as currently 
written.

140,141 142 143, and PPI calculations
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Fig. 15  
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Fig. 16
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to government pension plans. 
176 177, and St. Louis Fed178
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Fig. 18
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CONCLUSION
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