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* Vision .I

- One day, the public discussion of policy issues will be grounded in an accurate
perception of the underlying economic principles and data.

* Mission

- NEED unites the skills and knowledge of a vast network of professional
economists to promote understanding of the economics of policy issues in the
United States.

* NEED Presentations

- Are nonpartisan and intended to reflect the consensus of the economics
profession.
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* Do you live in a community with a speaker series? ¢
* Volunteer with organizations that might enjoy a talk?
 Corporate Board meetings
* Rotary, Kiwanis, Lyons Club, or other social club
* Public Library
* Trade or other association
* Group of 8-10 in your home!
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Finishing off The
Government Budget
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Problem is 1-1.5% of GDP %
* Raise the retirement age
* Increase the tax rate
- 4 percentage pt increase raises 0.6% of GDP
* Raise the amount of income subject to tax
- Tax all wages raises 1.1% of GDP
* Reduce benefits
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2018 Budget Summary .0
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Revenue | billions| ___|Expenditures | ___ billions

Income Taxes $1,684 Mandatory $2,520
Payroll Taxes S1,171 Discretionary $1,263
Corporate Taxes S205 Interest S325
Other S270

Total Total $4,108

Budget Deficit{ $779 Billion
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* Total Spending: $4.1 Trillion in 2018 ¢

* There is remarkably little discretion in the budget:

* Fastest growing parts of the budget: Health Care and Interest

69%
31%

- Mandatory:

- Discretionary

« By 2048:

- Debt is forecast to grow to 150% of GDP, from 80% today

- Interest payments are forecast to grow from 8% to 22% of budget
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e
 Categories that get a lot of attention are relatively small...
- Foreign Aid: 1% of the budget
- Income support/welfare: 8.7%
e ...or are not forecast to grow significantly
- Social security
- Most other categories of spending
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* Are policy enacted through the tax code.

* Are not explicitly on the books.

* They add > 25% to actual government expenditures.
* Reduce the progressive nature of the tax code.

* Are larger than all of “Discretionary Spending”.
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* It issues debt
- Treasury marketable securities:
o Treasury bills, notes, and bonds
o TIPS: Treasury inflation-protected securities

* Who buys the debt?

- Other federal government agencies

- Individuals and businesses

- State and local governments

- People, businesses, and governments from other countries.
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* STOCK
- Debt: The accumulation of debt over time.
* The sum of all past deficits and surpluses.
* FLOW
- Deficit: The amount of debt accrued in a single year.
- Surplus: The excess of revenues over expenses in a single year.
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The Sum of All Past Deficits and Surpluses Equals the Debt .. L
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Gross Federal Debt at the End of Fiscal Year 2018: Y [
$21.5 Trillion P
[
(|
Debt Held by
Government
Accounts
$5.7 trillion
Debt Held by the
Public
$15.8 trillion
SOURCE: Department of Treasury, Monthly Treasury Statement, issue for September 2018, Compiled by PGPF.
2018 Peter G. Peterson Foundat PGPF.ORG
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Foreign Investors
40%
Domestic Investors
60%
SOURCE: Department of the Treasury, Monthly Treasury Statement, issue for September 2018; and Department of Treasury, Treasury Bulletin,
December 2018. Compiled by PGPF.
2018 Peter G, Peters: dat PGPF.ORG
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China, Mainland 11235 ‘-
Japan 10423
Brazil
Ireland
United Kingdom
Switzerland
Luxembourg
Cayman Istands Billions of $ in December, 2018
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ficit to Grow Much Faster than Revenues ®¢%e°:
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rest Payments to Grow Significantly ©lele,
FEDERAL SPENDING (% OF GDP) .. [ ]
8% o ®
[
7% [ |
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3%
2% R&D 1.6%
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2018 2038
0% Average Spending
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SOURCE: Office of Management and Budget, Budget of the United States Government, Fiscal Year 2019, February 2018; Congressional Budget
Office, The 2018 Long-Term Budget Outlook, June 2018, Compiled by PGPF.
NOTE: Infrastructure excludes defense.
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* Government borrowing “crowds out” private capital and investments. .q
- Weakened by ability to borrow from abroad.
* |Is it reasonable to borrow at low interest rates for investments?
- For example, infrastructure.
* Does debt impose a burden on future generations?
- Does it inevitably have to be paid off?
* In time, it may start to crowd out other government spending.
- Diminishing policy priorities in the budget.
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* Two good reasons to borrow heavily:
- To support the economy during a recession — fiscal expansion.
- Investments that will increase economic activity in the future.

e Should not borrow for:
- ltems consumed today
o Government salaries
o Retirement benefits
- Tax breaks of uncertain benefit to the broader economy.
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* Currently borrow about $100 million each month with little
difficulty.
* Interest rates are very low, less than 3% on 10-year notes.
* Very little evidence of “crowding out”.
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US Treasury Rates o ‘.
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Source: Board of Governors of the Federal Reserve System

3-Year (2.21%)
10-Year (2.41%)
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@Why Worry About it? ¢

* If debt gets too high:

- There is the potential for investors to start questioning the creditworthiness of the
U.S. Government.

o Problem: Nobody knows how high might be too high?

- It becomes more difficult to borrow in times of crisis.
o War, severe recession

o “Fiscal space” —impossible to measure how much we have, but clear that we
have less now than back in 2007.

- Could start to crowd out investments by consumers and businesses.
o Not currently a problem. No idea if/when it might become one.

- Could be inflationary.
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* If debt continues to grow:
- Interest payments will grow with it.
o 8% of spending in 2018.
o 22% of spending in 2048.

o Less room for using the budget for policy priorities.
o 40% of payments go abroad.

- The longer we wait to address it, the harder and more disruptive it will be to
address it.

- Interest RATES may increase.
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Interest Payments in Context °
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* Very little evidence of:
- Crowding out
- Inflationary impact
* Uncertainty about the future
- Economic growth may render action today unnecessary.
* There are a great many investments to be made by the gov’t.
- Infrastructure
- Education
- Much, much more...
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e Question is not WHETHER the U.S. will have to act...
...but WHEN.

* Some combination of the following WILL be necessary:
- Raising taxes
- Cutting spending
- Reining in health care costs
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@posals Do Exist

* Simpson-Bowles
 Domenici-Rivlin Task Force

* Solutions Initiative — Peter G. Peterson Foundation
- American Action Forum
- American Enterprise Institute

Bipartisan Policy Center

Center for American Progress

Economic Policy Institute
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Debt Held by the Public (% of GDP) ....
o
200% o
o
175% [ |

i Current Policy
150%

125%

. Bipartisan Policy

100% Center

. American
75% — Enterprise Institute
~ B Economic Policy
50% T — O Institute
. Center for
25% American Progress
American Action
0% Forum
2015 2020 2025 2030 2035 2040
SOURCE: Peter G. Peterson Foundation, Solutions Initiative Ill, May 2015. See pgpf.org/solutions-initiative-iii for more details.

NOTE: Current policy is defined as the alternative fiscal scenario without economic feedback from CBO's 2014 Long-Term Budget Outlook

PGPF.ORG
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* The jury is (sort of) out on the debt.

* Conventional wisdom is being challenged:
- Previously: inflationary and crowd out private investment

- New assertion: these things don’t matter for a country that can borrow in its
own currency.

* Upshot?
- This is a policy choice.
- The cautious approach is to rein in the debt.

- The cautious approach may lead to slower economic growth.
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The U.S. Safety Net

An Overview of United States Safety Net Programs

@dits and Disclaimer

* This slide deck was authored by:
- Ann Stevens, University of California - Davis

* This slide deck was reviewed by:
- Diane Whitmore Schanzenbach, Northwestern University
- Ron Haskins, Brookings Institution

* Disclaimer
- NEED presentations are designed to be nonpartisan

- Itis, however, inevitable that the presenter will be asked for and will provide
their own views

- Such views are those of the presenter and not necessarily those of the
National Economic Education Delegation (NEED)
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* What programs are included in the “safety net”? '.’
- Means-tested (must have low income to receive) q
- Federal programs (often with state partnership in financing
& running programs)
- Provision of cash, services or in-kind benefits, tax
credits/refunds
* What programs are not included?
- Social Insurance: non-means tested, participants pay in to
system
o Example: Unemployment Insurance, Social Security,
Disability Insurance
o (Though these programs also assist the poor)
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* Medicaid * School nutrition programs ¢
 Supplemental Security Income * Special Supplemental Nutrition
(SSl) Program for Women, Infants

« Temporary Assistance to Needy  2nd Children (WIC)
Families (TANF) * Housing Assistance
- (formerly AFDC) - Vouchers

* Earned Income Tax Credit (EITC) - Rental Assistance

. - Public Housing
 Supplemental Nutrition

Assistance Program (SNAP) * Head Start
- (formerly food stamps)

NATIONAL ECONOMIC

EDUCATION DELEGATION

40

4/2/19

20



PY ® ®0 %
@jor Safety Net Programs '.".:.:
o....
* Medicaid %q
1) MioNaL Econome a
. Y .. .’ Q..
@jor Safety Net Programs ‘.:.:.:
]
e °

* Supplemental Security income
(SSl)

* Temporary Assistance to Needy
Families (TANF)
- (formerly AFDC)
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gm'y * School nutrition programs ¢
3 « * Special Supplemental Nutrition
Program for Women, Infants
p and Children (WIC)
 Supplemental Nutrition
Assistance Program (SNAP)
- (formerly food stamps)
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@jor Safety Net Programs ‘o:.’.:
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Housing Choice Voucher Program
(Section B Housing)

* Housing Assistance
- Vouchers
- Rental Assistance
- Public Housing

* Head Start

Head
Start
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2014 or 2015 .0
o
400 L
342 9% of the Federal Budget
300
% 200+
& 1.8% of the Federal Budget
100+ 53 68 74 50
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@DlCAlD & CHIP .

* Eligibility
- Expansion states: most under age of 65 with incomes < 133% of poverty line

- Non-expansion states: children with income < 133% of poverty line; parents
up to lower income cutoffs, ~43% of poverty line.

- CHIP: children up to 200% of poverty line (46 states)

* Participants

- 74.9 million people in 2017 on Medicaid (including CHIP)
* Spending

- Total spending in 2016 was $565.5 billion (63% federal)
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Total Medicaid and o
CHIP Enrollment [ |
* Children 74,849,311
* Pregnant women 23%
* Very low-income adults
. . e TOtaICm%d(i:ﬁilg and Medicaid Expansion
* People with disabilities Sl st Adult Enrollment
* Elderly, poor adults
35,988,456 15,350,855
50%
AT NATIONAL goNQmS ®
Figure 4 ) .’ ‘..
. . °
Medicaid plays a key role for selected populations. '.’..
e ©°
Percent with Medicaid Coverage: ....
[ ]
Nonelderly Below 100% FPL 61% [ |
Nonelderly Be
100% and 199°% FPL. 4%
Families
All Children
Children Below 100% FPL 83%
Parents
Births (Pregnant Women)
Seniors &
People with Medicare Beneficiaries
Disabilities Nonelderly Adults
with a Disability
Nonelderly Adults with
HIV in Regular Care
NZ Nursing Home Residents

NOTE: FPL- Federal Poverty Level. The U.S. Census Bureau's poverty threshold for a family with two adults and one childwas $20,420in 2017,
Sor IS C s . Pt r Sode = T

e 50
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Medicaid per enrollee spending is significantly greater for the elderly ® _® o _@
C . . e X ® o o
and individuals with disabilities compared to children and adults. ) 0.0
o
BAcute Care mLong-Term Care o °
[
$17,000 d
$2,500 - $100
Children Adults Individuals with Elderly
Disabilities
#=, NATIO ; ' ; roundi E—
AT EDUCA S e oty oomasionand o st s s o rom Y 20131 ana .64 reports. vetoiack NI B
of data, does notinclude CO,KS, NC, orRI

@DlCAlD & WORK

Figurel
Work Status of Non-SSI, Nonelderly Adult Medicaid
Enrollees, 2016

21% of adult enrollees
@ : in families with no adult

worker

None

m Part-Time
I-time
= 40% of adult enrollees
do not work themselves

Own Work Status

Family Work Status

Total = 24.6 Million Non-Elderly Adults without SSI

KAISER|
NOTE: Totals may not add due to rounding. Includes nonelderly adults who do not receive Supplemental Security Income (SS1). FAMILY
SOURCE: Kaiser Family Foundation analysis of March 2017 Current Population Survey.
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* Eligibility: Disabled/blind adults and children with low
income; people 65 and older with low income.
* Participants: In 2016, 4.8 million people received SSI.
* Spending: Total spending from June 2015-June 2016 was
roughly $53 billion.
AT NOTLONA SSoName 2
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F: Temporary Assistance for Needy Families .0:0:0:
Formerly AFDC: Aid to Families with Dependent Children ©®¢°%e
°
o

* Eligibility: Poor families with children, primarily
single mothers g s,

* Federal limit of 60 months of lifetime benefits
- Some states have shorter limits
- Work, job search, or training requirements

* Participants: In 2017, 2.5 million families 'II'AINF

* Spending: In 2017, total spending of $31.7 billion
(517.3 billion federal)
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Figure I. Maximum Monthly Earnings An Applicant Family May Have and Be Eligible ) ® o ©
for TANF Cash Assistance: Single Parent Caring for Two Children: July 2012 ® o ©
50 $500 $1,000 $1,500 $2,000 50 $500 $1,000 $1,500 $2,000 o © L
wi [ e °
ST 51 740 1 ° [ )
1,605
1447 o
1428 [ |
1,306
1258
1,258
1,142
1,061
1,040
1,022
MN |EEIGIE]
N Monthly
NE  [EEE
KY [EES i Taal]
T |EmE income limits
NM [
NY |EEED) vary:
NH [EEZE)
M [ :
ol - 51,258 in CA
OH 94 .
L -S518in
wY [
A Al
POVERTY LEVEL FOR A FAMILY OF 3. $1,501/MO Kansas
FOR ALL STATES EXCEPT AK ($1,989) AND HI ($1,830)
Source: Congressional Research Service (CRS), based on data from the Urban Institute’s Welfare Rules
Database
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How States Spent Federal and State TANF Funds in 2015 o .. ®
e
o
e

Basic assistance: | | Administration & systems: [
0,

25% 10%
Work activities: il Refundable tax credits: |
7% 8%
Work supports & Pre-K:
supportive services: 6%
3% Child welfare:
Child care: 7%
17% Other:
17%

Note: TANF = Temporary Assistance for Needy Families.
Source: CBPP analysis of Department of Health and Human Services 2015 TANF financial data

CENTER ON BUDGET AND POLICY PRIORITIES | CBPP.ORG
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Welfare rolls declined after reform e .....
The number of Americans receiving welfare payments from the federal government fell e o °
abruptly during the Clinton administration. ..
o
o
12:6 mil. q
[ ]
10.8 mil.
Caseloads have o~
10 mil.
clearly fallen
and stayed
4.6
down, even 5 milfion
during recession.
1974 1996 2012
Includes both Aid to Families with Dependent Children and Temporary Assistance to Needy
Families.
Source: Hartley, R.P, Lamarche, C. and Ziliak, J. 2016 (working paper).
THE WASHINGTON POST
AT NATIONAL Econome 7
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@: Earned Income Tax Credit ©lele,
.. °
e °
. . o
* Federal tax credit designed for low o o
and mid-income working people m e I
* Eligibility- Working families with _ :
children that have annual incomes  €arned income tax credit
below a range of $39,000 to $53,000
- Small credit for working individuals with no children & low incomes
* Participants - In 2015, 28 million working families and individuals
received EITC
* Spending- In the 2015, the cost of EITC was $68.5 billion
NATIONAL ECONOMIC 58
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P: Supplemental Nutrition Assistance Program'.’.‘.:
o.o..
°
* Nutrition assistance to low-income individuals and families L
* Eligibility: Monthly income no higher than 130% of the
poverty level for their household size.
- Some people who receive SSI are automatically eligible for SNAP,
dependent on state laws.
* Participants: In 2017, an average of 42.1 million receiving
SNAP.
* Spending: In 2017, 568 billion was spent to fund SNAP.
AT NOTLONA SSoName &
'. .. 0. °.°
P: Supplemental Nutrition Assistance Program°o:o:.:
o
SNAP Households with Working-Age .0 o
Non-Disabled Adults Have High Work Rates ® o

Work participation during the previous and following year for households
that received SNAP in a typical month

I All SNAP households Families with children

8% i Most SNAP
58% 62% recipients
are employed
Employed in month of SNAP receipt Employed within a year

Source: CBPP calculations based on 2004 Survey of Income and Program Participation Panel data
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0OL FOOD PROGRAMS Cegeee:
(National School Lunch Program) .0

L
USDA United States Department of Agriculture

—/‘ Food and Nutrition Service

* The school lunch program serves nutritionally balanced low-cost or
free lunches to children in school each day.

* Eligibility: Students who attend public and non-profit private schools,
as well as residential child care institutions, are potentially eligible.

* Participants: Over 30.4 million children every day were served by the
program in the 2016 year.

* Spending: In 2016, the program cost was $13.6 billion.

/=, NATIONAL ECONOMIC 6
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T 0 ¢ 0o
. .. @ 0 o o
(Special Supplemental Nutrition Program for ©¢%¢%°
. o o0
omen, Infants, and Children) *.%
|
* Eligibility: Low income women, infants, and children up to the
age of 5 who are at nutritional risk.
e Participants: During 2016, WIC served 8 million people.
- 3.98 million participants were children,
- 1.88 million were infants, and
- 1.84 million were pregnant women.
* Spending: In 2017, the WIC program cost $6.5 billion.
NATIONAL ECONOMIC 62
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@usme AID Cegtene:
ousing Choice Voucher Program (Section 8) '0.'.

[

* Eligibility: Low income families, the
elderly, and the disabled are eligible to
receive the vouchers. Family income
must be less than 50% of local median
income.

* Participants: Just over 5.3 million
individuals, or 2.2 million low income
families utilize the vouchers.

* Spending: During the 2016 year, the
amount spent was $17.5 billion.

Source: CBPP analysis of HUD administrative data

Figure 1

88 Percent of Voucher Households Were Elderly, Disabled, Attached to the
Labor Force, or Received TANF in 2010

Share of 2.1 Million Vouchers

Elderly or Disabled: 49%
I Attached to the Labor Force*: 33.4%
TANF Recipient**: 5.4%
Other: 12%
*Worked in 2010, received unemployment
insurance in 2010, or worked in 2009

**Vast majority of adult TANF recipients are
subject to work requirements

Center on Budget and Policy Priorities| cbpp.org

NATIONAL ECONOMIC
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@AD START

* Eligibility: Primarily low-income children (0-5).

* Participants: In 2016, 1.1 million children were
served by the program.

* Spending: In the 2016 year, $9.16 billion
was spent on Head Start.
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ty Net: A Collection of Separate Programs ':‘.:.:
0.0
[
- ‘ V' L

* Medical Assistance

e Cash Assistance

.‘gihgx N
2"
* Nutritional Assistance
* Housing Programs

1) MioNaL Econome &
T 0 ¢ 0o
. %0% %"
@iety Net: A Collection of Separate Programs ®¢®e%e’
0.0.
e °
.c
* Different forms of assistance * Different eligibility (income
. : & categorical)
- Medical Assistance
] * Different work rules and limits
- Cash Assistance
. ) * Different agencies and funding
- Nutritional Assistance streams
- Housing Programs
AT BioNAL Sooame g
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@lal Insurance Programs: Not Means- Tested' : :.:

* Social Security
(Old Age and Survivors Insurance Program)

* Medicare
* Unemployment Insurance
* Disability Insurance

* Workers’ Compensation

NATIONAL ECONOMIC
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@endltures on Means-Tested Transfers over T|me0

Federal Spending on Various Categorics of Means-Tested Programs and

Tax Credits, 1972 to 2012

i Slians of 2012 Dolles

EgsyEd

-

=
i

b L LoEr isaT Lo 1T

5 - As a Perceniage of Gross Domesiic Product

L]
1672 b L L3 b1 L] 1867

re rnnareccioecd Baanat MEMne
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nditures on Specific Means-Tested Programs @ e e e
e o °
500 Y )
Contractions [ ) o
= AFDC/TANF (cash) ‘
- - -Food Stamps [ |
400 —a—EITC '
P — Ul (Regular, Extended + Emergency) L,
5 -----Ul (Regular + Extended) |~
= -
5 —SSI Ve
3 300 - = 55D -7
o
X
1)
©
Q
(-4
©
=
Q
©
o
.
L
a
0
1980 1985 1990 1995 2000 2005 2010
ﬁ,’ NATIONAL ECONOMIC .
EDUCATION DELEGATION Source: Bitler and Hoynes, 2010
Figure 4. @ ® o o o
. . . , ® 0 o o
Spending on TANF and the Programs That Preceded It, by Type of Assistance, 1994 to 2013 ® o o ©
Bilions of 2013 Dollrs ® o o °
) [ BN J
. e °
e °
Recurring Cash Assistance
Other Services
1 1 1
1957 1998 1999 2000 OOl ZO02 2003 2004 2005 2006 07 2008 2009 2010 011 2012 213
Source: Congressional Budget Office based on data from the Department of Health and Human Services.
Notes: Before PRWORA, Aid to Families With Dependent Children distributed recurring cash assistance, while the Job Opportunities and
Basic Skills Training program provided work support and the Emergency Assistance program supplied other services for low-income
families. Administration and systems costs are distributed proportionally among the three types of assistance.
This figure includes TANF funding that states transferred to the Child Care and Development Block Grant and to the Social Services
Block Grant.
Because the available data are limited, the figure does not include three of the smaller federal funding mechanisms for TANF. In every
year, those mechanisms have provided less than $0.3 billion in total.
TANF = Temporary Assistance for Needy Families; PRWORA = Personal Responsibility and Work Opportunity Recondliation Act of
1996,
NATIONAL ECONOMIC 7
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Figure 12.
Participation in Other Means-Tested Programs by Families Receiving Recurring Cash Assistance
Through TANF
Percentage of Families
100

B0 |

&0

4t

o F

III.---1

Health Care School Meals Child Tax Credit ~ Housing Child Care
Assistance | | Assistance Assistance

Mutrition Assistance Cash Assistance Other Than TANF

Source: Congressional Budget Office based on data from the Department of Health and Human Services and from the Cansus Bureauw.

Motes: Most of the percentages are based on data from 2012, but for schoal meals, WIC, and 551, the most recent readily available data cover
2009.
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Positive Negative
Reduced Poverty Reduced Work Hours

Improved Health Single Parenthood
Increased Mobility “Dependency”

Effects

of Safety Net
Programs

Intended Unintended
Effects Effects
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: llenge: Measuring Effects of Safety Net 0%’
e o °
on Povert °.°
o °®
[
(|
« Official Poverty Measures: Includes only cash income
- Excludes: SNAP, EITC, Housing Assistance
* Supplemental Poverty Measure (SPM):
- Includes in-kind & after tax benefits.
* SPM is a more inclusive measure of what the safety net does.
/=, NATIONAL ECONOMIC .
/ﬂT’ EDUCATION DELEGATION
Table 5a. 3 ... [ B J
Effect of Individual Elements on SPM Rates: 2015 ® o ’. ..
(Margin of error in percentage points. For information on confidentiality protection, sampling error, nonsampling error, and defini- . ) [
tions, see www2.census.gov/programs-surveys/cps/techdocs/cpsmar16.pdf) . Y Y
All people Under 18 years 18 to 64 years 65 years and over . .
Element Margin of Margin of Margin of Margin of Y [ )
Estimate | errort (z) Estimate | errort () Estimate | errort () Estimate | errort () .
Allpeople ............coiuunns 14.32 0.28 16.11 0.50 13.80 0.30 13.67 0.50 ‘
ADDITIONS
Social Security. . .............. ... 0.19 = 0.18 -3.99 0.16 |C__ -36.04 > 0.79
Refundable tax credits. S K 0.13 —6.52 0.34 -2.16 0.10 19 0.05
SNAP. ... . 0.09 —2.70 0.21 -1.13 0.08 -0.77 0.11
SSl K 0.08 -0.79 0.12 -1.07 0.09 -1.30 0.16
Housing subsidies. . . . 0.06 -1.16 0.14 —-0.61 0.06 —0.99 0.14
Child support received. . 0.05 -1.07 0.13 -0.29 0.04 —0.03 0.02
Schoollunch . ......... S 0.05 -0.96 0.14 -0.27 0.03 -0.03 0.02
TANF/general assistance. .......... 0.04 -0.47 0.10 -0.15 0.03 —-0.02 0.02
Unemployment insurance 0.03 —-0.26 0.06 -0.23 0.04 —-0.02 0.01
LIHEAP . ............... S 0.02 -0.10 0.04 —0.06 0.02 -0.10 0.04
Workers’ compensation . . .. 0.03 -0.15 0.07 -0.13 0.03 —0.03 0.02
WIC . ..o 0.04 -0.29 0.09 —0.08 0.02 z z
SUBTRACTIONS
Child supportpaid................ 0.08 0.02 0.07 0.03 0.10 0.02 0.02 0.02
Federal income tax . . 0.44 0.05 0.37 0.07 0.54 0.06 0.1 0.05
FICA ............ S 1.52 0.10 2.07 0.19 1.58 0.10 0.41 0.09
Work expenses . . 1.75 0.10 2.44 0.22 1.80 0.10 0.47 0.09
MOOP .. ... ... . 3.52 0.14 3.41 0.21 3.05 0.16 5.65 0.30
t The margin of error (MOE) is a measure of an estimate’s variability. The larger the MOE in relation to the size of the estimate, the less reliable the estimate.
The MOE is the estimated 90 percent confidence interval. The MOEs shown in this table are based on standard errors calculated using replicate weights. For more
information, see “Standard Errors and Their Use” at <www2.census.gov/library/publications/2016/demo/p60-256sa.pdfs>.
Z Represents or rounds to zero.
Source: U.S. Census Bureau, Current Population Survey, 2016 Annual Social and Economic Supplement.
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Safety Net’s Effectiveness at Reducing Poverty 0. 0.0.0
Has Grown Nearly Ten-Fold Since 1967 P )
Percent of otherwise poor lifted above the poverty line by the safety net ....
 J
50% (|
40
30
20
10 /
|1\|||\|Il|||\|||\|||||\|||1\|||\|l|||\|||\|||||\
‘67 72 77 '82  '87 '92 97 02 '07 "2
Note: For each year, figures show the percent reduction in the number of people in poverty from
when government benefits and taxes are not counted to when they are counted. Calculations use
Supplemental Poverty Measure (SPM) and 2012 SPM poverty line adjusted for inflation.
Source: 1967-2012 data are from Christopher Wimer et al., "Trends in Poverty with an Anchored
Supplemental Poverty Measure," Columbia Population Research Center, December 2013. (Plot
points generously shared by the authors.) For 2013-2014, CBPP analysis of Census Bureau data
from the March Current Population Survey and SPM public use files.
p NATIONAL ECONOMIC CENTER ON BUDGET AND POLICY PRIORITIES | CBPP.ORG 75
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| Effects are Complicated ®e%°%’
P O
e o °
o °
e °
o
e
Mechanical Effects . :
Total Effect p— . Changes in Behavior
of Adding
of Safety Net ] Due to Safety Net
Income/Resources
By Way Of example' Decrease Increase
Poverty Poverty
Total Effect
— Cash Benefits Reduction in Work
of TANF —
NATIONAL ECONOMIC L 2
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@al Effects are Complicated: EITC ®e%°%.
..Q.
o °®
 J
L
Total Effec — Mechanical. Effects Changes in Behavior
Decrease Decrease
Poverty Poverty
Total Effect — ' '
of EITC — Cash Benefits Increase in Work
1) MioNaL Econome .
' . o o0
Effect of Safety Net: Includes Behavioral ‘ Se %ol
. {
Changes °.°
o
e

* Focus on work effects of
safety net

- one of several possible
unintended consequences)

Provides benefits

* What does economics tell us
about safety net programs
and work?

NATIONAL ECONOMIC

Grant
amount
falls with
earnings

TANF
maximum

grant

s3uluies yum
S11jauaq sadnpay
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@) Effects of Welfare Payment on Work '.'.:.:
o....
|
Welfare Provides Income Work F;educes Welfare
ayments
* More inco'me increases * Rising earnings reduce
consumption benefit level
* One form of consumption * Wage for working is
is Ieisgre effectively reduced
* More income redus:es * Welfare discourages work
wprk (by encouraging (due to benefit reduction)
leisure)
1) MioNaL Econome ”
'. 0. 0’ °.°
@at do we know about magnitude of work ‘.'.'.:
[ [ . .
Isincentives from welfare? e
°
o

* Many studies

* Basic approach is important

ﬁ NATIONAL ECONOMIC
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@fect (but Impossible) Approach to Research‘.‘.’.'

* Randomly divide population into two groups

» Offer some individuals welfare, others no welfare

* Compare how much the two groups work

* Challenge of social science:

/=, NATIONAL ECONOMIC
4’|'|" EDUCATION DELEGATION

no controlled experiments

81

@. llenges to Empirical Studies

Does welfare use cause low work effort?

Welfare use Loy o
effort

But we know low earnings (low work)
result in eligibility for welfare

Low work
Welfare use
effort

NATIONAL ECONOMIC
»ﬂ‘ﬁ EDUCATION DELEGATION

HARD to
distinguish
between

these two
different
scenarios
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can we separate correlation (no directiort,

implied) from cause and effect?

* Can compare work behavior among welfare recipients
- Across states with different rules/benefit levels

- Before-after policy changes within states

/=, NATIONAL ECONOMIC
4’|‘|” EDUCATION DELEGATION

83

pare Work Effort in States With Different®y

Benefits Year 1
Benefits Year 2

Work Year 1
Work Year 2

/=, NATIONAL ECONOMIC
EDUCATION DELEGATION
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can we separate correlation (no dleCthI‘f.‘.‘.:
° [ . ‘
implied) from cause and effect? e
’q
* Can compare work behavior among welfare recipients
- Across states with different rules/benefit levels
- Before-after policy changes within states
- Challenge: state policies may differ in multiple ways
- Rare to implement NEW safety net programs to study
1) MioNaL Econome =
T 0 ¢ 0o
. ® o0 o o
@at evidence do we have? ®e% %,
. o o
hat does it say? '.‘..
<
€€ Studies across states, or across states
over time of policy changes
~ Robert Moffitt (1983)
* AFDC program as a whole reduced hours of work by
participating single parents by:
10% to 50%, 546 hours per year
AT BioNAL Sooame %
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@at evidence do we have? '.‘.'.:
. o o
hat does it say? %o
|
* Study of food stamp program (FSP) introduction
* Work hours per year fall by 183 (20%) among single-parent families
in counties introducing FSP (relative to counties that did not)
* About 32% of single parents received food stamps
1) MioNaL Econome @
'. ‘. 0’ °.°
mat evidence do we have? ®0%°%"
at does it say? ®’e
e °
O
Overall effect = 183 hours = 183 = .32 (effect among
fraction receiving food recipients) +.68 (0)
stamps * (effect for Effect among recipients =
recipients) + 183/.32 or 571 hours per

ﬁ_’

fraction not receiving * year
(effect for non-recipients)

Food Stamp Program as a whole reduced work by recipients by
571 hours per year

NATIONAL ECONOMIC
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@Ifare (TANF) today ®e%°%:
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o °®
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q
* Adds explicit work requirements to welfare program.
* Increase in employment with welfare reform suggests TANF
may have smaller work disincentives than prior programs.
AT NATIONAL goNQmS 5
'. ‘. ®0%°
@rnational Evidence (Developing Countries)‘.:.:.:
0.0.
)
L

* Abhijit Banerjee & co-authors look across many randomized
experiments with cash transfers in developing countries.

* Most programs were cash transfers with no benefit reduction for
work.

- This is DIFFERENT than typical U.S. transfer programs.

* Treatment groups received cash transfers; control groups did not.
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Figure 3: Experimental Estimates of Cash Transfers on Work Outcomes .. .. .. ..
® o o °
Panel A' Worked last week e ®
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i ° ¢
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@N large are welfare/work disincentives? ° el
.. °
e °
o
e

* United States: old-style AFDC/Food Stamp programs
reduced work by around 500 hours per year among
recipients.

* TANF likely has smaller effects on work (designed to
encourage/require work).

* International evidence suggests fairly small effects of cash
assistance on work.

NATIONAL ECONOMIC
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iernative to multi-part safety net: ® %%
. . PO
niversal Basic Income (UBI) e
..
* UBI is an unconditional cash transfer that is regularly and
equally distributed to everyone over 18, regardless of
income or need.
* It is a significant departure from U.S.-style welfare system.
1) MioNaL Econome g
'. ‘. 0’ °.°
@mples of UBI or similar programs: ®e%°%:
*.%
e °
°
o

e Alaska Permanent Fund:

- Alaskan residents have been receiving a percentage of the Alaskan
natural extraction revenue.

- Showed no effect on employment
- Similar to a small UBI

* Native American Casinos:

- 2010 study showed that some Native American groups received a percentage
of revenue from casinos.

- Showed that recipients didn’t decrease hours worked.
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iversal Basic Income (UBI) oJele,
0...
[
(|
PROS
* Provides basic income to everyone
* Will help supplement income in face of job loss or low wages
* Less disincentive for work
- No benefit phase out
- (based on findings from the Alaskan Permanent Fund where Alaskan residents
receive a percent of natural resource extraction profits)
AT NOTLONA SSoName o
@
. . .:. ®e .o:
@IVEI‘SE“ Basic Income (UBI) .:.:..
0.'.
.‘
5] cons

* Unaffordable: expensive because of universal nature

* Does not address inequality: replaces safety net programs which

would provide everyone with transfer incomes, not simply those in
need

* Negative Incentives on work possible: people wont be as inclined to
join the workforce

* Delays Discussion of Job Creation: may crowd out discussion of job
creation or growth for poverty reduction

/=, NATIONAL ECONOMIC
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mary: U.S. Safety Net oJece,
0.0.
.c
* The U.S. safety net is a complex set of programs to aid the poor.
- Medical, nutrition, education, housing, cash
- Different benefit amounts, eligibility rules, duration of assistance,
administration
* There are unintended consequences on the labor supply, and
possibly on marriage and childbearing as well.
* There are substantial direct effects on measured poverty under
measures that fully account for benefits.
1) MioNaL Econome 7
'. ‘. ® o o
. 0 0%
ty Net Spending Across the OECD °Joe,
o ©
o
20 19'118718-518.318 ..
17.4 @
= 16.515.915.615.4
& 197 14‘613-713713.313.313,2
£ 1
s
a
G 10
s
o
&
(7]

& 3
S S

o

«ﬂ‘”

o> Ry b 3 52 o
W %“ﬁw“”“ < qxe‘?‘)q‘&&ie"@\ Wi’ W @ﬁ&«v 25
=

e &

NATIONAL ECONOMIC

EDUCATION DELEGATION
Source: World Bank Social Safety Nets Primer Notes

98

4/2/19

49



i

@ank you!

Any Questions?

www.NEEDelegation.org
Jon Haveman, Ph.D.

Jon@NEEDelegation.org

Contact NEED: info@needelegation.org

Submit a testimonial: www.NEEDelegation.org/testimonials.php
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