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SOLUTIONS TO RISING ECONOMIC
INEQUALITY

THURSDAY, SEPTEMBER 19, 2019

HOUSE OF REPRESENTATIVES,
COMMITTEE ON THE BUDGET,
Washington, D.C.

The Committee met, pursuant to notice, at 10:01 a.m., in Room
210, Cannon House Office Building, Hon. John A. Yarmuth, [Chair-
man of the Committee] presiding.

Present: Representatives Yarmuth, Horsford, Moulton, Higgins,
Morelle, Scott, Kildee, Lee of California, DeLauro, Cooper, Khanna,
Sires; Womack, Johnson, Smith, Holding, Meuser, Timmons, Flo-
res, Hern, Roy, Crenshaw, and Woodall.

Chairman YARMUTH. Good morning and welcome to the Budget
Committee’s hearing on Solutions to Rising Economic Inequality.

It is possible that we will have votes during this hearing. So 1
ask unanimous consent that the Chair be authorized to declare a
recess at any time.

Without objection, so ordered.

I want to welcome our witnesses here with us today. This morn-
ing we will be hearing from Dr. Heather Boushey, President and
CEO of the Washington Center for Equitable Growth; the Honor-
able William E. Spriggs, Chief Economist at the AFL-CIO and Pro-
fessor of Economics at Howard University; Ms. Kismet Evans, one
of Mr. Horsford’s constituents and a home healthcare worker from
Las Vegas, Nevada; and Mr. Ramesh Ponnuru, Visiting Fellow at
the American Enterprise Institute and a frequent television com-
mentator.

Nice to have you all with us today.

I will now yield myself five minutes for my opening statement.

As a Congress, we have a responsibility to support policies that
give all hardworking Americans the opportunity to succeed no mat-
ter where they started out. Unfortunately, policies implemented
over the past few decades have helped usher in an era of economic
inequality that remains one of our most pressing economic and fis-
cal challenges.

During today’s hearing, we will examine the causes and con-
sequences of inequality and discuss possible solutions to strengthen
our families and our federal budget.

Over the past 30 years, the richest 1 percent of Americans have
seen their wealth grow by nearly 300 percent. At the same time,
the poorest 50 percent saw no growth, even as the cost of housing,
healthcare, food, childcare and other basic necessities have gone up
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and up and up, making it nearly impossible for millions of Amer-
ican families to make ends meet.

The share of national income held by the wealthiest Americans
has also increased to levels not seen since the 1920s, right before
the Great Depression.

In short, our economy has left working families behind. The in-
equality it has created has impacted every generation. Our nation’s
seniors are struggling to retire. Recent college graduates and young
people are putting off buying their first homes or investing in as-
sets that could increase their wealth.

Parents are finding it harder and harder to afford college, job
training and childcare, all of which are key to finding success in
a changing world.

Our nation’s economic future depends on the success of working
Americans. Plain and simple, if they do not succeed, our country
does not succeed.

Economic inequality is suppressing economic growth and eroding
our tax base. It is putting pressure on federal, state, and local
budgets, and it is increasing the likelihood of a financial downturn.
In fact, income inequality has cost the United States up to 9 per-
centage points in cumulative economic growth over the past two
decades.

But it is important to understand that the rise in inequality is
not just rooted in structural changes, globalization, or other forces
beyond our control. It is also a result of decades of policy geared
to help the very rich at the expense of everyone else.

Beginning in the 1970s, as the United States experienced major
technological advancements, our country failed to take the steps
needed to ensure shared prosperity. Instead, workers suffered from
trickle-down economic policies, financial industry deregulation, and
attacks on organized labor.

As a result, wage growth slowed, and income and wealth consoli-
dated with the top 1 percent.

Unfortunately, here we are again. Rapid advancements in auto-
mation and artificial intelligence are set to reshape a broad swath
of industries. In fact, a top official at IBM told me earlier this year
that in the next three years alone, artificial intelligence will elimi-
nate or significantly change 120 million jobs around the world, 120
million jobs in just three years.

We need to make sure that the new industries of the future and
the skilled workers they demand will call the United States home,
not China or any other country. Instead, we just blew $1.9 trillion
on the Republican tax law that overwhelmingly benefitted the
wealthy and did little to improve our nation’s economy or prepare
us for the future.

Continued efforts to deregulate the financial industry and roll
back consumer protections are endangering working Americans.
Legislation aimed at weakening unions is spreading in state houses
across the country, and we are setting a record for the longest pe-
riod in U.S. history without an increase in the federal minimum
wage.

What is worse, the current Administration is advancing policies
that would expand work requirements and redefine poverty to
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make fewer people eligible for assistance, which in turn makes it
even harder for them to succeed.

America’s greatest asset has always been our people, more spe-
cifically, our workforce. And in this rapidly changing world, it is
also our greatest opportunity, but the federal government must
step up.

We must make a national commitment to early childhood edu-
cation and work to make college more affordable, raise the min-
imum wage, expand job training opportunities, and invest in the
programs that help struggling families get ahead.

We need to address our aging infrastructure by overhauling our
crumbling roads and bridges, updating communications systems,
expanding broadband services to rural areas, all while creating the
new jobs of the future.

And we need responsible tax policies that will ensure companies
invest here, in U.S. workers and in the new industries that will
drive innovation for generations.

We must do all of this and more, not only because economic in-
equality hurts American families and hinders their success, which
should be enough, but because it also threatens our ability to com-
pete in a rapidly changing global economy.

I look forward to hearing from our witnesses on the importance
of creating an economy that works for all Americans and strength-
ens our fiscal future.

And now just one unanimous consent request, I ask unanimous
consent to submit a letter from First Focus on Children, along with
three of their reports entitled “Children’s Budget 2019,” “Short-
changing our Children Harms the Nation,” and “Implementing a
Roadmap to Reducing Child Poverty.”

I ask unanimous consent to insert those all in the record.

Without objection, so ordered.

[The letter and reports submitted by Chairman Yarmuth follow:]
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September 19, 2019

The Honorable John Yarmuth
Chairman, House Committee on Budget
402 Cannon House Office Building
Washington, D.C. 20003

Dear Chairman Yarmuth,

1 appreciate the opportunity to submit three documents in the official record for the House Committee on
Budget’s hearing “Solutions to Rising Economic Inequality” on behalf of First Focus on Children, a
bipartisan advocacy organization dedicated to making children and families a priotity in federal policy and
budget decisions.

The first item is the summary of First Focus on Children’s signature annual Childeen’s Budget publication,
which is a comprehensive analysis of how children and families have been faring in the federal budger over
the past five years. Unfortunately, our analysis shows a long-term decline in the share of spending on
children, reaching an all-time low of just 7.21 percent. The next item is 2 blog titled “Shortchanging Out
Children Harms the Nation,” which highlights the various ways in which our children are being left behind
and undetscores the importance of priotitizing children in our investment decisions. Just last week, data from
the US Census confirmed that child poverty remains high with a rate of 16.2 percent, and that children are far
more likely to experience poverty than adults. The third item is therefore an analysis by First Focus on
Children providing key takeaways from the National Academies of Sciences, Medicine and Engineering’s
fandmark stady, A Roadmap to Reducing Child Poverty. This major report outlines policy provisions that,
taken togethet, would cut child poverty in half within the next ten years and should inform legislative efforts
to combat poverty and address income inequality experienced by our nation’s children.

As these tesources demonstrate, we are leaving our children and countey’s future behind. At a dme when
child poverty remains stubbornly high, our federal investment in children is dwindling. We ask that Congress
start priotitizing childten in federal budget and policy decisions in order to reverse this disturbing trend.
Please continue to consider First Focus on Children as 2 resource for you, and 1 look forward to continuing
to work with you on these pressing issues.

Sincerely,

&»Mu’[&&%

Bruce Lesley
President
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First Focus on Children is proud to introduce the 13th annual release of its signature Children’s Budget publication, a com-
prehensive analysis of how kids and families have been faring in the federal budget over the past five years, Our treatment
of children today will decide the nation's future—which is why the alarming data in this report should spur immediate
action. Unless policymakers take proactive steps to invest in children, they will continue to lag behind.

KEY TAKEAWAYS FROM CHILDREN'S BUDGET 2019

Child Poverty Remains High, but Children’s Share of the Budget : : :
Continues to Shrink: At a time when the poverty rate is 54.4% higher ~Chx¥drens Shareaﬁotaf Faeiera! Spending‘ :
for children than it is for adults, we should be dedicating more, not fewer, 2015 and FY.2019

of our federal resources to closing that gap.Yet the share of spending on
children has declined to an all-time low of just 7.21 percent—a near o
10 percent decline since FY 2015. Under the Trump Adminsitration’s
proposed FY 2020 budget, the share of spending on children would drop
evert further to just 645 percent due to the elimination of 44 programs
serving children and families and deep cuts across multiple other accounts.

Spending on Children is Not Keeping Up with Rising Costs and
Growing Need: Spending on children is not keeping pace with inflation,
which means that between FY 2018 and FY 2019, total spending on
children experienced an inflation adjusted cut of nearly | percent.
Without significant increases, funding for critical children’s services and
programs will continue to lose ground, and we will struggle to address the
pressing challenges facing children and families.

SHARE OF FEDERAL SPENDING

¥ Congress Fails to Act, Children Will Fall Further Behind: Qur analysis shows a long-term decline in the share of
spending on children, and the Urban Institute projects children will receive only | percent of all new federal spending
between now and 2028, As of FY 2018, we are also spending a larger share of the federal budget on interest on the
national debt than on children's programs. Kids cannot afford the status quo:

= Almost 80 percent of eligible 3-5 year old children lack access to Head Start programs

¢ The Federal Govemment is not fulfilling 55 percent of its funding commitment for Individuals with Disabilities in
Education Act (IDEA) grants

» Of the households on the waiting list for housing assistance, 60 percent are families with children

« 75 percent of poor families in the US who are eligible for cash assistance do not receive it

= Nearly 83 percent of children who receive free or reduced price lunch during the schoot year do not have access to
the summer meals program

Congress must take concerted, proactive steps to reverse these trends and ensure that our nation’s children
have the resources they need to thrive.

1 Julia 8, fsaacs, Cary Lou, Heather Hann, Joycelyn Ovalle, and ©. Eugens Steuerte, “Kids' Shars 2018: Report on Federal Expenditures on Children through 2017 and Future
Exponditres,”

he Lrbart Institte, Oct. 2078,




SEPTEMBER 18, 2019

Shortchanging Our Children Harms the
Nation

Bruce Lesley

Federal Budget
Tax Policy.

The future of any society, by definition, depends on its ability to boost the heaith and weli-being of
the next generation. When we devote the resources necessary to support families and improve the
services and programs that help all children be healthy, gel a good education, and contribute 1o our
nation’s future success, we all benefit.

Instead, we are shortchanging and failing our children. The Washington Post’s Catherine
Rampell refers to the current situation as a “War on Children” and the Posf’s Petula
Dvorak writes how, on issue after issue, the country is "failing its children.”

The Post’s Colby itkowitz adds:

The mistreatment or disregard of American and foreign children at the hands of the United Siates is
not a new problem. . . When issues from guns to immigration to health care to foreign affairs are
viewed through the lens of how they affect children, it becomes clear the young are an afterthought
when it comes fo public poficy.

This is underscored by what is happening to children in the federal budget. In the Children’s Budget
2018 report we released at the National Press Club last week, we found that the share of all federal
spending dedicated to chiidren dropped from 7.98 percent in fiscal year (FY) 2015 to 7.21 percent
in FY 2019 — a 9.7 percent reduction over the period,

. Childrens Share of Total Federal Spendh
Dechined between FY 208 snd FY 3009
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Even worse, President Trump's proposed FY 2020 budget would cause the share of federal
spending on children to drop to just 8.45 percent — a real cut of $20 billion. His budget submission
would eliminate 44 separate children’s programs and make cuts to far more.

§¥%mihmes A& thiﬁﬁmﬂ's programs

ne igt pecuiate that the president’s budget attempts to reduce the deficit, but it is iprt t ‘
to highlight that children are disproportionately fargeted for the cuts. As our report highlights,
Trump’s budget targets children for 17 percent of the cuts in domestic discretionary spending.

Moreover, we can aiso be pretty certain that the President’s proposed cuts on the mandatory side
on the budget would also look {o target children with greater harm. For example, according to

the President’s FY 2020 budget narrative, the Administration supports “enactment of legisiation
modeled after the Graham-Cassidy-Heller-Johnson bill proposed in September 20177

That proposal would have established a Medlicaid per capita cap and subjected children to much
lower inflation rates and much higher cuts on a per capita cap basis. In fact, according to analysis
by Avalere Health, Medicaid spending on children would have been cut by 31 percent compared to
less than 2 percent for senior citizens.
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FIGURE 4: Pearcentage Change in Feders! Traditional Medicaid Spending Due to Per Capita Cap
Under GCHJ, by Basis of Eligibillty Group, 2020-2038

2000 2001 292 B3 024 225 U6 2027 I8 IWMS 2000 2001 2032 2003 ABE 2MS 2008
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In Children’s Budget 2019, we also estimate that interest on the federal deficit began exceeding all
federal spending on children combined this year.

Children are Now Receiving 8 Smaller
Share of the Federal Budget than Goes
1o Interest on the National Debt

SHARE OF FEDERAL SPEMDING

'CHILDREN'S

(" BUDGET
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Under current law, things will only get worse over the next decade. The Urban Institute’s Kids’
Share 2018 report projects that the-downward trend will continue well into the future. As the
author’s explain:

Children’s programs are projected to receive just 1 cent of every dollar of the projected increase in
fedleral spending over the next decade, compared to 61cents for fthe adult portion of] Social
Security, Medicaid, and Medicaid, and 29 cents for interest on the debt.

These facts all point to a growing crisis for children and our nation’s future. Unless dramatic
changes are made to the federal budget process, and we begin to prioritize children in our society:

1} Investments in children will be a rapidly declining share of all federal spending;

2} The burden of the fast growing federal debt will be passed on o our children by adults who have
favored cutting taxes and increasing defense spending over investment in children and reducing the
federal deficit;

3) The rapidly growing share of Medicare and Social Securily costs due to the retirement of Baby
Boomers will be assumed by the next generation;

4} At some point, fiscal austerity measures will fail disproportionately upon our children and their
children.

Economist Eugene Steuerle believes that the budget crisis is already upon us. In a Washington
Post Op-Ed, Steuerle writes:

The costs are being incurred now; they’re not waiting for some fiscal blowup. The evidence is
abundant: Education spending and other federal investments in chiidren, as a share of gross
domestic product, will fall by about one-eighth in about a decade. Programs that might promote
economic mobility and opportunity for everyone make up an ever-smaller portion of the federal
budget. Support for working families declines. College students get stuck with huge debts. Anyone
visiting from abroad finds our airports and other transportation infrastructure second-rate. . . . These
stories all relate to the deciine of fiscal democracy.

in other words, even if Congress finds political will to make much needed investments in children,
doing so will be difficult because the federal budget process is heavily stacked against kids.

A recent Committee for a Responsible Federal Budget {CRFB) report, Budgeting for the Next
Generation: Does the Budget Process Prioritize Children?, finds that the budget process
systemically disadvantages and shorichanges our nation’s children,

CRFB’s analysis concludes:

« While much of spending on adults is mandatory, spending on children is
disproportionately discretionary and thus must be reviewed and renewed with other
appropriations.

s Spending on children is disproportionately temporary, and it requires far more regular
reauthorization and appropriation than programs for adults.

» Spending on adults is rarely limited while spending on children is often
capped, constraining what can be spent for most major children’s programs.

« Most programs for children lack built-in growth, leading spending on chifdren to erode
relative to spending on adults and relative to the economy.

+ Programs for children lack dedicated revenue and thus lack the political advantage and
protection of programs for seniors that enjoy this benefit.



10

» Growing spending on adults is burdening younger generations by driving up debt and
thus reducing future income and increasing costs.

As CRFB expilains, “These features of the current budget process are increasingly leading spending
on children to be crowded out, as the burden we place on children rises.”

Advocates seeking increased investments in children face serious political and structural barriers.
As Children’s Budget 2019 and the reports by the Urban Institute and CRFB iflustrate, children are
not faring well — not at all.

However, according to a study entitled “A Unified Welfare Analysis of Government Policies™ by
Nathaniel Hendren and Ben Sprung-Keyser and published by Harvard's Opportunity Insights,
found:

e Direct investments in the health and education of low-income children have historically
yielded the highest returns.

s Opportunities for high-return investments have persisted throughout childhood.

o Many direct investments in low-income children’s health and education have paid for
themselves.

Hendren concludes:

The policies that have historically invested in kids tend to be the ones that have the biggest bang for
the buck. Because, oftentimes when you put in a doflar when a kid is young, it can have impact that
then pays us back when those kids grow up.

Money matters. As Connecticut Rep. Rosa Delauro (D-CT) points out:

The targeted investments and interventions we make now will make a lifetime of difference for the
children they reach.

In an effort to achieve better investments and outcomes for children, more than 80 organizations
have come together across all policy areas to form the Children's Budget Coalition. Through this
Caoalition, child advocates have committed to work together 1o raige attention as o how the federal
budget is shortchanging our children, both overall and within individual programs.

First Focus Campaign for Children, Save the Children Action Network, and other partners are also
supportive of S. 1780, the “Focus on Children Act,” by Sen. Kamala Harris (D-CA) and S, 1778, the
“Children’s Budget Act,” by Sen. Bob Menendez {D-NJ).

These two bilis would direct the Congressional Budget Office (CBO) and the Office of Management
and Budget (OMB), respectively, to provide reports to Congress on spending levels related to
annual appropriations bills and the President’s budget with respect to spending on children.

The status quo of shortchanging our children is unacceptable. It leaves children worse off in both
the short- and long-term. We can and must do better by our children, who are the future of our
country.
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FIRST FOCUS

Implementing A Roadmap
1o REC‘UCing Child PGVBFty CAMPAIGN FOR CHILDREN

The National Academies of Sciences, Engineering and Medicine (NASEM) recently released a landmark study, A Roadmap te
Reducing Child Poverty,' which confirms that child poverty is a solvable problem when there is the political will to address
it. Written by a committee of the nation’s leading experts on child poverty, this study puts forward an evidence-based policy
agenda that, if prioritized and implemented by our nation’s tawmakers, would cut our child poverty rate in half within a decade.

In 2015, First Focus Campaign for Children worked with the ofﬁcezs of Conggesswomen tucille Roybal-Allard (D-CA)
and Barbara Lee (D-CA) to secure funding for this study in the 2016 and 2017 federal spending bills. Congress directed
the National Academies to analyze child poverty in America, including its negative developmental outcomes and economic
consequences, along with the effectiveness of current domestic and international efforts to reduce child poverty. They tasked
the study committee to use that analysis to model a set of policies and program changes to cut our child poverty rate in haif
within a decade.

First Focus Campaign for Children put together this analysis of the nearly 600-page

study to a) highlight the findings and policy options that we find most compelling, b)

provide commentary on how its policy and program options line up with current s

legislative efforts and ¢} add contextual factors to consider for effective implementation Child pove rty

of these policy options. is a solvable

The study’s overwhelming conclusion is that it is feasible to cut our pl’uble mwhen
national child poverty rate in half within a decade. Prioritizing child poverty . agw

and setting targets to reduce it has yielded progress in other countries. The United there is pﬂhtlca‘
Kingdom cut its national child poverty rate in half between 1999 and 2009 and Canada, H H
which introduced an expanded child allowance in 2016, has already reduced poverty will to address it.
by ene-third in just two years. The country is on track to cut its child poverty rate in
half in less than a decade *

The United States has also made progress in the past. The U.S. reduced child poverty
from 27.9 percent to 15.6 percent between 1967 and 2016, a total of {2.3 percentage points. But decreases in the share of
federal spending on children have significantly slowed this progress in the last decade
While the study committee finds that no single policy or program change on its own can cut our national child poverty rate in

1 Mational Academies of Sciences, Engineering, and Medicine 2619, 4 Roadmap to Reducing Child Poverty, The
Mational Academies Press, 2019, hapsifidotorg/10.17226/25246.

2 Public Law No. 114-113 hups:  gon/bill/ 1 14the t 029,
3 Public Law No. 115-31 heps:f rcongress.govihillf | 15eh, 244,
4 Swuart Thomson, "Big Decline in Paverty Rate Offers Good

News to a Government that Desperately Needs Some” The National Post, February 26,2019, hups://na-

tionalpose. dech 5 e iy 3

5 Childrer's Budget 2018, First Focus, September 2018, hitps://frstiocus.org/wp-content/uploadst20 18109 FirstPocus_CB2018.pof:Julia Isaacs, Cary Lo, Heather Hahn,
Ashley Hong, Caleb Quakenbush, C. Eugene Steuerle, Kids Share 20 18: Report on Federal Expenditures on Children through 2017 and Future Projections, Urban
Institute, July 18, 2018, hitps:Hwww.urban.or, jcationl re-2018-report-federat i b-2017-and jections.

IMPLEMENTING A ROADMAP TO REDUCING CHILD POVERTY i
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haff within a decade, it measured the capacity of four policy and program options to achieve this impact. It is important to
note that the study uses an adjusted Supplemental Poverty Measure (SPM)® in its analysis, which finds that 9.6 milfion
children {13 percent} were living in poverty in 2015 while 2.1 million children were living in deep poverty (1.9 percent).”

per cxt'ien chﬂd

6 The NASEM study committes uses an adjusted 3PM to come up with their poverty reduction estimates. The U.S. Cenisus Bureau calculates the SPM as an alternate
measure to the Official Poverty Measure using income threshold based on the cost of food, clothing, shelter and utilities, plus 3 small amaunt of ather needs and ad-
justs this for family size and geographic differences in housing costs. The Census then considers cash income (including child support), non-cash benefits, minus taxes
{or plus rax credits) wark expenses, out-of-pocket medical expenses, and child support paid to another hausshold. (Liama Fox, The Supplemental Poverty Measure:
2017105 Census Bureau, 2018,p.2, = 265.pdf). The NASEM study committee then
further adjusts the SPM to account for undarmeporting of income from benefit programs and as a result, finds that that 13 milion children (.6 percent) were fiving
in poverty in 2015,

7 A child is living in desp poverty if he or she is living in 4 household that earns 50 percent or less of the federal povarty line.

IMPLEMENTING A RCADMAP TO REDUCING CHILD POVERTY 2
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The study committee finds that if the-government were to prioritize and. implement the last two policy packages; either
could'eut our child poverty rate in half within a decade: The Means-Tested Supports and Work Package would reduce child
poverty by an estimated 50.7 percent and deep child poverty by 51.7 percent. The Universal Supports and Work Package
would reduce child poverty by 52.3 percent and deep child poverty by 55.1 percent.®

8 tbid 1. Page 11,

IMPLEMENTING A ROADMAP TO REDUCING CHILD POVERTY 3
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WHICH POLICY CHANGES WOULD MOST REBUCE POVERTY FOR ALL CHILDREN?

Child Altowance 2 §
Child Allowance |
Housing Vouchers 2
SNAP 2
Housing Vouchers | §

EITC2
SNAP | |
ErCH
Child Care | §
immigration
Chitd Care 2
Sst2
Child Support 2
SStI g
Minimum Wage |
Chitd Suppart
WorkAdvance 2
Minimum Wage 2 ﬁ
Immigration | ﬁ
WorlkAdvance 1 }
0% 5% 10% 15% 20% 25% 30% 35% 40%

Percentage of All Children Lifted out of Poverty

Dtz Nationat Acadernies of Sciences, Engineering and Medicing, A RoadMap to Reducing Child Poverty (2019), Appendix D), Table 5-4: Baseline and Post-Program
Poverty Rates by Demographic Group, See www.napedu/25246. The baseline supplemental poverty rate for il chitdren in the US is 13%.

In addition to halving child poverty, these two packages make smart economic sense and have positive impacts on employment
and earnings. While the study finds that child poverty costs our country between $800 billion and $1 trillion 3 year,
implementing either of these packages would cost less than $120 billion a year® Both packages would also result in a net
increase in employment and earnings for those families that the policy changes affect.”

While no single policy would cut overall child poverty in half within ten years, the study committee finds that 2 monthly
$250 child allowance per child would cut deep child poverty in half within a decade. In addition, 2 minimum child support
payment of $100 a month for eligible households combined with a $250 per month child allowance would essentially erase
deep child poverty in the United States, !

This finding is significant because young children disproportionately experience deep poverty, which has severe negative
consequences for their healthy development and long-term outcomes, Yet despite their vulnerability, children living in deep
child poverty often fack access to assistance. Many benefit programs are contingent on a household having some income,
yet families in deep poverty have little to no earnings due to barriers such as disability, substance abuse, mental heaith or
other complex and persistent issues that prevent them from working full time or at all.

9 thid 1. Pages 14, 176-177.
10 bid 1. Page 180.
11 tbid 1. Page 169
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WHICH POLICY CHANGES WOULD MOST REDUCE DEEP CHILD POVERTY?

Child Allowance 2 : :
Child Allowance | o
Housing Vouchers 2

SNAP 2
Housing Vouchers |

SNAP |
BTC2 w
tmmigration 2 SRS
Child Care 1 w
ETC 1
Child Care 2
WorkAdvance 2 [B8E

S812

Child Support 2

Child Support |
WorkAdvance | F

st

Minimum Wage 2 }
Minimum Wage | |
Immigration | %

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55%
Pearcentage of Children Lifted out of Deep Poverty
Data: National Academies of Sciences, Engineering and Medicine, A RoadMap to Reducing Child Poverty (2019), Appendix . Table 5-7:¥alues for Table 5-2. See

wvysnap.edul25246. Children are considered to five i desp poverty i their family incame is less than 50% of the federal poverty fine. The baseline supplemental
deeg child poverty rate is 2.9%.

The study cites research confirming that the negative outcomes associated with child poverty directly result from a lack of
income.” Boosting family income allows parents and guardians to provide resources for their children such as nutritious
food, stable housing and educational supports that improve children’s healthy development. Increased income also relieves
parental stress, giving parents increased time and mental energy for their children.

More resources in 2 household in the short-term also improves children’s outcomes for the long-term. Studies show that
children in households that received an increase in income through programs such as EITC'® or SNAP'® were healthier and
earned mare as adults, thereby breaking the cycle of generational poverty.

Impacts Across Demographic Subgroups
The study simulates the impact of policy and program changes across various demographic factors including race, family
structure, immigrant status, maternal education level, parental employment and more. These simulations are valuable

12 Ibid 1, pages 69-82,

13 Raj Chetty, john N. Friedman, and Jonah Rackof,“New Evidence an the Long-Term Impacts of Tax Credits.” 2011, htsps:/wwsirs. govlpublivs-soil | rp-
chertyfriedmanrockolfpdf,

14 Hitary W, Hoynes, Diane Whitmore Schanzenbach and Dauglas Almond, "Long Run Impacts of Childhood Access to the Safety Net,” National Bureau of Econamic
Research, 2012, hetps:iwww, ipapers/wi8535,
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WHICH POLICY CHANGES WOULD MOST REQUCE POVERTY FOR BLACK CHILOREN?

Child Allowance 2
Child Aliowance |
Housing Vouchers
ETC2
SNAP2L
Housing Vouchers
SNAP |
ETC
Child Care
Child Care 2
immigration
SSi2¢
Child Support 2 |
Child Support 1 |
SSt
Minimum Wage |
Minimum Wage 2
Immigration | |
WorkAdvance 2
WorkAdvance |

0% 5% 10% 5% 20% 25% 30% 35% 40% 45% 50% 55%
Percentage of Black Children Lifted out of Poverty

Dama: National Academiss of Sciences, Engineering and Medicine, A RoadMap 10 Reducing Child Poverty (201 9), Appendix D, Table 5.4: Baseline and Post-Pragram
Poverty Rates by Demographic Group. See www.nap.edu/25246. The baseline supplemental poverty rate for Black children is 17.8%.

because estimates in the study show that, overall, the poverty rates for Black (17.8 percent} and Hispanic (21.7 percent)
children are more than double those of non-Hispanic White (7.9 percent) children.'®

Many of the policy and program changes are found to create a disproportionately large decrease in Black child poverty.
Hispanic children would not benefit as substantially, ¥ but certain policies, such as implementing a child allowance and
eliminating barriers to benefits for immigrant families, would disproportionately benefit both Hispanic children and the
children of immigranis,

15 tbid | Page 40.
16 ibid 1. Page 16,
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WHICH POLICY CHANGES WOULD MOST REDUCE POVERTY FOR HISPANIC CHILOREN?

Child Allowance 2
Housing Youchers 2
Housing Vouchers |

Child Allowance |

immigration 2

SNAP 2

EITC2

SNAP |

Chitd Care |

ETC

Child Care 2

8st2

Child Support 2

SSi

Minimum Wage |

Immigration |

Child Support |

Minimum Wage 2

WorkAdvance 2
WorkAdvance | §

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55%

Percentage of Hispanic Children Lifted Out of Poverty

Data: National Acaderies of Sciences, Engineering and Medicine, A RoadMap to Redusing Chikl Paverty (2019}, Appendix D, Table 5-4: Baseling and Post-Program
Poverty Rates by Demographic Group, See wwwinap.edu25246, The baseline supplemental poverty sate for Hispanic children is 21.7%.

Note that the study does not provide poverty-reducing estimates for children in communities with some of the highest
rates of child poverty, including American Indians and Alaska Natives, Asian and Pacific Islanders and children in Puerto
Rico and the other territories.” While we understand that the committee faced barriers in its ability to analyze the
impact of the policy options for children in these communities due to sample size and the limitations of the SPM, we
believe strongly that any strategy to cut our national child poverty rate must include all children living in poverty, We
urge Congress to support increased data collection and analysis of the impact of anti-poverty programs for children living
in these communities.

Persistent Poverty

Many poor children live in counties defined as “persistently poor)” meaning that the child poverty rate has been above
20 percent for over 30 years. '® These children are likely to be fiving in households and communities with characteristics
such as racial and income segregation, lower quality schools, and lack of infrastructure which perpetuate intergenerational
poverty.'” These characteristics compound the effects of poverty for children and families and make it much harder for
them to escape poverty.

17 Note that children and famifies living in Puerto Rico and the other territories are not included in 5PM and therefare are included in pepulation basefine used in this
study.

18 1bid 1. Page 313,

19 1bid 1. Pages 223-224.
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in 2015, 10 million children (13.9 percent) lived in counties with persistently high rates of child poverty® Qut of 3,141
counties in the United States, 708 are persistently poor and 1,858 had a child poverty rate above 20 percent. The majority
of children fiving in persistently poor counties live in the South and Northeast ~ together, these two regions make up 81
percent of the 10.2 million children fiving in persistently poor counties.?!

There are large racial and ethnic disparities for children living in persistently poor counties, While slightly more White
children live in persistently poor counties, the rate of Black, Hispanic and American Indian and Native Alaskan children
living in these counties is much higher. American Indian and Native Alaskan children experience the highest rates of living
in persistent poverty,’ and live within a geographically concentrated area. In fact, 60 percent of the Native American
children living in persistently poor counties live in just four states: Arizona, New Mexico, North Carolina and Oklahoma.”
Black children also experience high rates of persistent poverty and are concentrated in the South and Northeast, while 70
percent of Hispanic children living in persistently poor counties reside in California, New York and Texas. In {0 states and
the District of Columbia, more than a quarter of children live in persistertly poor counties.®

In order for the policy changes modeled in this study to be fully effective and reduce child poverty in the long-term, their
implementation must account for the barriers associated with persistent poverty. For example, an increase in the supply of
Housing Choice Youchers must also include anti-discrimination protections so that families of color are able to use them
across neighborhoods and communities.

in addition, we need policies beyond the ones modeled in this study to address intergenerational poverty. Such policies
might include establishing child savings accounts and asset-building programs that
reduce the racial wealth gap; greater investment in public education and equity in per-
pupil spending; making high-quality early learning available to all children; increased
development of public transportation; improving access to nutritious food by opening
gracery stores or affordable farmer's markets and more. Estahlishin ga

. . . national child
Issue-Specific Policy Analysis " ducti
Establish o Notional Child Poverty Target poverty renuection

The study confirms that child poverty can be solved. What we need is the political ~ t@Fg81 offers
will to do it. Establishing a national child poverty target — to cut our child poverty H

rate in half within 2 decade and eliminate child poverty within 20 years — offers the a mechanism
first step to building that political will and accountability. for advorcates to

The study details several examples from abroad that demonstrate the effectiveness hold lawmakers
of child poverty targets. In 1999, British Prime Minister Tony Blair declared these

exact goals — to cut child poverty in half within a decade and eliminate it within accountable.

20 years — as a national target. This child poverty target and the resulting policy
changes successfully cut the UK’s absolute child poverty rate by 50 percent during

20 1bid §. Page 313.The study defines persistantly poor counties as those with a child paverty rate that bas besn above 20 percent through the 1980, 1990 and 2000
decennial censuses as well as through the American Community Survey’s S-year estimates for 20072011,

21 ibid 1. Page 319.

22 1bid 1 Page 315

23 ibid 1. Page 320.

24 Ibid 1.Page 319
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the effort’s first decade.® The UK successfully raised incomes, promoted work, and improved child well-being while US.
progress in these areas stagnated. Canada has also made significant progress toward its goal of cutting overall poverty in
half by 2030 with the 2016 creation of a new child benefit that has increased incomes for families with children.?

In the United States, The Child Poverty Reduction Act (5. 1630/H.R. 3381), led by Sens. Bob Casey (D-PA), Tammy Baldwin
{D-W1) and Sherrod Brown (D-OH), and Reps. Danny Davis (D-IL), Barbara Lee (D-CA), Lucilie Roybal-Aliard {D-CA) and
Gerry Connolly {D-VA), would establish a national child poverty target to cut our rate in half within a decade and eliminate
it within 20 years. Creating a target offers a mechanism for advocates to hold lawmakers accountable to meeting these
goals, partly by requiring the federal government to issue annual reports documenting progress toward meeting the target.

.S, states and cities have already created momentum toward establishing a national target. California has a statewide task
force and campaign to end child poverty.” Maine businesses and organizations have formed an action plan to cut child
poverty in half.?® In Wisconsin, a grassroots campaign is working to join children’s advocates and the faith community to
create a state child poverty target.?? The city of Cincinnati has set a goal to lift 10,000 children and 5,000 families out of
poverty within five years,®® and Dallas recently established a Child Poverty Action Lab to cut child poverty in half within 2
generation.!

Building on these efforts, the U.S. Child Poverty Action Group, led by First Focus on
Children, launched the End Child Poverty US campaign,”? with the goal to establish
a national target to cut child poverty in half within a decade and eliminate it within

20 years. A 33,3013 per

year child
Reform the Tax Code to More Effectively Reduce Child Poverty
A Roadmap to Reducing Child Poverty proposes using the tax code and a child allowance woul d
allowance program to successfully tackle child poverty and reduce deep child poverty H
in ten years, Taken together, the tax proposals offered in the study would also improve yie Id the la rge st
the academic, financial and health outcomes of children in poverty. reguction in

All four of the policy packages simulated in the study would modify the tax code. child poverty:
Without such policy changes, we cannot meet the child poverty reduction goals. The
study highlights the success of the EITC and the refundable portion of the CTC in 5.3 perce “tage
helping alleviate child poverty. Eliminating these tax credits, the committee notes, would po ints aver
increase child poverty by 5.9 percentage points from 13 percent to 18.9 percent.®

10 years.
Notably, the study recognizes that a $3,000 per child per year child allowance,
operating as an extension of the child tax credit, would yield the largest reduction
in child poverty: 5.3 percentage points over ten years. Such an allowance also would
prove the single most effective policy for reducing deep child poverty.?¥ A $2,000 per

25 Branosky, Natalie and Har\sour }me “A Look Back at the UK Child Poverty Targe:Tﬁnsfsmb)e Themes for the US." First Foeus, page 7, April 2015, heepsiiffiestio-
cus, * k-child-poverty

26 Governmer of Canada, "Canada’s first poverty reduction target met three years ahead of sd\edule Scanement. February 26, 2019, hupsifwwwmanadacalen/em-
ployment-social-development/news/ 2019/ canadas first-pover ty-reduction-target-met-threp-years-shead-of-schedule htm!

27 End Child Poverty California,“The End Child Poverty Flan.” last accessed April 3, 2019, hepy 2 FIYCAS ban,

28 Taylor Cairns,"New Initiative aims to end child poverty in Maine.” WGME, December 12,2018, h g
duce-childhood-poverty.

29 “End Child PovenyW;scunsm wwwendchxidpovertyw: org, last visited April 2, 2019,

30 "Child Poverty Coll it cative.org/, fast visited April 2, 2019,

31 "Child Poverty Action Lab,” https /ifhs!dpovertyactxon(w orgl Jast visited April 2, 2019,

32 End Child Poverty US, www.endchildpovertyus.org, last visited May 8,2019,

33 Ibid 1.Page 5.

34 Ihid 1 Page 8,
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child per year child aliowance would reduce child poverty by 3.4 percentage points over ten years.” The monthly child
allowance implemented in many other industrialized nations, such as Canada, Australia and nearly every European country,
proves the success of cash-transfer programs to low-income families.*

Many children five in households where the parents, although working, are unable to maintain steady employment and
experience unstable incomes. Families with volatile incomes can fall outside the earnings-based eligibility requirements for
the current EITC and CTC. A child allowance that complements the work-based tax credits would allow these families
to meet the immediate, basic needs of their children, such as food, clothing, school supplies and medicine.”” A study of the
impact that the UK’s child allowance had on spending patterns confirms that parents prioritize necessities with the extra
income, disproportionately spending it on clothing, footwear, and fruits and vegetables for their children, as well as on items
designed to promote child development such as toys, books and computers.®

In the US., The American Family Act of 2019 (5.690/H.R.1560), introduced by Sens. Michael Bennet {D-CO) and Sherrod
Brown (D-OH)}, and Reps. Rosa Delaurc {D-CT) and Suzan DelBene (D-WA), would create a child allowance in the US.
by significantdy extending the current CTC to reach the families who need it most. The bill would increase the benefic
substantially, make it fully refundable, establish a larger tax credit for young children, authorize advance payments on a
monthly basis and adjust the benefit for inflation.

Importantly, this legislation would change the current annual payment schedule of the CTC to establish a healthy, steady and
monthly payment designed to better meet the daily and emergency needs of families
throughout the year. The study committee finds that programs that provide regular
income support, whether through tax credits, cash or vouchers, may be more helpful
to families if they provide adequate benefits at well-timed intervals.®® Replacing an Cam hiﬂiﬂ g

annual, lump sum tax refund with 2 monthly sum would enable low-income families to

provide a more consistent level of support for their children. Such consistency creates  §§ an ificant

a less stressful environment, which fosters the development of positive parent-child

interactions improving child development outcomes.® - h anges to our

Focusing on the two policy packages that lead to a 50 percent reduction in child tax code With #
poverty within ten years, the study demonstrates that significant changes toour tax  ghiild sllowance
code, along with the initiation of a child allowance, would drive down child poverty

when matched with additional federal programs. A primary policy change to the and other federal

current tax code targets expansion of the EITC. The study pursues two options
towards achieving this outcome: programs wou id

t. Increase payments along the phase-in and flat portions of the EITC schedule; drive down

child poverty.

2, Increase payments by 40 percent across the entire schedule, keeping the
current range of the phase-out portion.

The first approach would increase the maximum credit for families with children,
ensure that the lowest income families eligible for the credit would receive a larger

35 bid }, Page 167.

36 Shafer, Luke H., Collyer, Sophie, Duncan, Greg, Edin, Kathryn, Garfinkel, Irwin, Harris, David, Smeeding, Timothy M Waldfogel, Jane, Wimer, Christopher, Yoshikawa,
Hirakazu,"A Univarsal Child Allowance: A Plan to Resluce Foverty and Income Instability among Children in the United States,” The Russell Sage Foundation
Journal of the Social Sciences, Vol 4, No.2, Anti-Poverty Policy Initiatives for the United States (February 2018), pp. 22-42. hutps:ffwwwistor.arg/stable/ 0.7758/
rsf2048.4.2.02.

37 toid,

38 Gregg, Paul Waldfogel, jane and Washbrook, Elizabeth. “That's the Way the Money Goes: Expenditure patterns as Reat Incomes Rise for the Poorest Families with
Children” A More Equal Sotlety, pages 25 1-277. Edited by Hills, John and Stewart, Kitty. The Poficy Press, University of Bristol, UK, 2005,

39 Ibid 1. Page 215,

40 Ibid 1. Page 64.
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benefit, and reduce child poverty by approximately 9.2 percent. The second option would result in a higher maximum credit
for all eligible recipients and would reduce child poverty by approximately 16.2 percent over ten years.” The Working
Families Tax Relief Act (5.1138), introduced by Sens. Sherrod Brown (D-OH), Michael Bennet {(D-CQ), Dick Durbin {D-iL}
and Ron Wyden (D-OR), would boost the EITC by increasing the maximum credit and the phase-in rate, following policy
options modeled in the swdy.

The study also simulates the conversion of the current non-refundable CDCTC to a fully refundable tax credit, concentrating
its benefits on families with the lowest incomes and with children under the age of five as a way to support parents in the
waorkforce. This adjustment would help reduce child poverty by 9.2 percent over ten years.” Several bills introduced in
the }16th Congress would update the CDCTC and make it a refundable credit. The Promoting Affordable Childeare for
Everyone Act of 2019 (PACE Act) (5.749/H.R.1696), reintroduced by Sens, Angus King (D-ME) and Richard Burr (R-NC)
and Reps. Stephanie Murphy (D-FL) and jason Smith (R-MO), and the Child and Dependent Care Tax Credit Enhancement
Act of 2019 (§.391/H.R.1967), led by Sens. Bob Casey {D-PA) and Mazie Hirona (D-Hl) and Rep. Danny Davis (D-IL), both
would expand the credit, make it refundable and adjust it annualy for inflation.

Both of the study’s effective policy packages require improvements to the federal EITC and CDCTC to significantly reduce
child poverty in the United States and meet the 50 percent child poverty reduction target over ten years. The NASEM
roadmap concludes that “periodic increases in the generosity of the EITC program have improved children’s educational
and health outcomes” ® For example, studies show that increased family income has positive effects on achievement both
academically and financially, with higher test scores, higher graduation rates and higher earnings in adulthood.* Also, more
generous EITC rates are associated with better health outcomes for both mothers and their children, including better
infant health and maternal mental health.® The study also estimates that expanding the FITC and CDCTC will benefit the
economy by increasing employment.®

The tax policy changes in the study would especially benefit children experiencing the highest poverty levels, including
children of single parents and those in households with parents with 2 high school education. The country’s legacy of
structural racism and discrimination has made income instability and lack of savings more prevalent in Black and Hispanic
families. Changes to tax policy therefore would disproportionately impact Black children in poverty, and Hispanic children
o a lesser extent.

The study strongly signals to Congress that it should prioritize children when updating the tax code because it is an
important tool for helping reduce child poverty and deep child poverty.

41 ibid 1. Page 426,
42 thid,

43 ibid 1. Page 15,
44 1bid 1. Page 71,
45 fbid.

46 Toid 1. Page 179,
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impact of Programs on Child Poverty and Well-Being

Beyond the tax code, the NASEM study also highlights a number of programs that can

contribute to cutting child poverty and improving child well-being. In 2017 alane
1

Increase SNAP benefits SNAP benefits
With 20 million children relying on the program in 2016, the Supplemental Nutrition . aggn
Assistance Program (SNAP) is the nation’s largest federal food assistance program hftEd 1‘5 miﬂlﬂﬂ
serving children and acts as the first line of defense against food insecurity among children put

children.”

of poverty. SNAP
In addition to fighting hunger, SNAP significantly reduces child poverty and helps s N
struggling families make ends meet. in 2017 alone, SNAP benefits lifted 1.5 milfion Is the Sl"g!e maost
children out of poverty. The NASEM study notes that SNAP is“of central importance H a
for reducing child poverty” as well as improving child heaith, food security, and imp rtant tax and
nutrition.* The study calls SNAP “by far the single most important tax and transfer transfer program
program for reducing deep poverty,” and the committee’s simulations indicate that N
eliminating SNAP would nearly double the rate of children living in deep poverty fﬂf fEducmg
from 2.9 percent to 5.7 percent.® At the same time, the report acknowledges three
major shortcomings in the program that fimit its impact on child poverty: de ep pnverty.

® SNAP benefit amounts are often inadequate for participating families, 57

percent of whom report food insecurity and many of whom exhaust their
benefits before the end of the month,

SNAP benefits for children do not currently expand as they age, even though teenagers have nearly the same
dietary requirements as adults,

SNAP does not address summer hunger, when chitdren lose access to school meals and suffer increased
rates of food insecurity as a result.

The study finds that modifying SNAP benefits to address these gaps would substantially reduce the rate of child poverty
and would also decrease the percentage of children experiencing deep poverty. The study estimates that increasing benefit
allotments for teenagers, increasing SNAP benefits for school-aged children in the summer, and increasing overall benefits
for households with children by at least 20 percent would reduce the child poverty rate by 1.7 percentage points. A more
generous 30 percent increase in overall household benefits would reduce the child poverty rate by 2.3 percentage points.
The reductions in deep child poverty would be 0.5 percentage points and 0.7 percentage points, respectively,

The study strengthens the rationale for several ongoing legislative efforts to improve SNAP benefits for children. Sen.
Kirsten Gillibrand (D-NY) in the |15th Congress introduced the SNAP for Kids Act of 2018 (S. 2723), which would
increase SNAP benefits by 27 percent per school-aged child in a household. Also in the {15th Congress, Sen. Patty Murray
(D-WA) and Rep. Susan Davis (D-CA) introduced the Stop Child Summer Hunger Act of 2018 (5. 3268/H.R. 6516), which
would expand the Summer Electronic Benefit Transfer pilot program to provide $150 in benefits for every child who
qualifies for free and reduced-price lunches. in the 116th Congress, Rep.Alma Adams (D-NC) has introduced the Closing
the Meal Gap Act of 2019 (H.R.1368), which would increase SNAP benefits by a full 30 percent for all participants.

47 "Characteristics of USDA Nutrition Assistance Program Households: Fiscal Year 2016 (Summary).” United States Department of Agriculture, Novem-
ber 2017, hitps:/fns-prod.azuresd) i ps/Characteristics201 e,
48 tbid {, Page 5-10.

49 hid 1. Page 4-20.
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it is important to note that the study did not model certain other policies that would reduce child food insecurity, such as
expanding access to free and reduced-price meals via the National School Lunch and School Breakfast programs, improving
access to meal sites within the Summer Food Service Program, and improvements to the Special Supplemental Nutrition
Program for Women, infants, and Children.

improve Access to Housing Assistance

Affordable housing remains one of the main barriers to economic stability for many
families. Housing costs continue to increase in the United States, yet family income .

has not kept pace. One-third of U.S, children live in households with a high housing One-third of
cost burden, meaning their household spends more than 30 percent of its monthly 1.8, chud ren
incorne on housing*®

live in households

Housing instability, which includes situations such as falling behind on rent and making

multiple moves, is associated with an increased risk of poor child health, including that SPEﬂd more
hospitalizations, and of maternal depression.”’ Sustained housing instability can lead o,

1o homel further destabilizing families and causing trauma that has severe than 30% of
negative implications for children’s healthy development and educational attainment. the i fincame

Yet due to the limited supply of housing vouchers and subsidized units, ony 25 percent on housin a.
of households eligible for housing assistance receive it. 2 Families with children do
not receive priority and therefore make up a decreasing share of federal housing
assistance beneficiaries™ even though the majority of households on the waiting list
for housing assistance (60 percent) are families with children™

Research shows that housing assistance lifts children out of poverty: the US. Census Bureau reported that in 2017,
housing subsidies fifted nearly one million children out of poverty. Assistance helps families with the cost of rent and
frees up money for them to spend on other basic needs, thereby improving their financial stability and supporting healthy
child development. Vouchers can also improve a child’s chances for economic mobility. One study finds that children in
households receiving vouchers have higher adult earnings and a lower chance of incarceration®

The study committee examined two options for expanding access to affordable housing for families with children through
the Housing Choice Voucher Program. The first would increase the number of vouchers directed to families with children
so that 50 parcent of eligible families not currently receiving subsidized housing would use them; the second would increase
that number to 70 percent of eligible families.

These changes are modeled on findings that the take-up rate for families who receive vouchers maxes out at 70 percent.®

50 "Chidren Living in Households with 2 High Housing Cost Burden” Ane £ Casey Foundation Kids Count Data Center, Population Reference Burea, analyss of

data from the US. Cersus Bureas, 2005 through 2016 American Commnty Survey, ast visied March 22, 2015, by 244
children ing-cost-bur 0.573.869.36.868.867,133,38,35, | 8/any/ 14267, 14288

51 Megan Sandel, Richard Sheward, Snephame Extinger de Cuba, Sharon M. Coleman, Deborah A. Frank, Marfana Chilton, Maureen Black, Timathy Heeren, Justin
Pascuarielo, Ptrick Cassy, Eduardo Ochoa, and Diana Cuts,Unstable Housing and Caregiver and Child Health in Renter Familes! Pefatrics, published anline

January 2018, hitps:/ip y ster/ 141U 20172199,
52 "Federal Housing Assistance for Low-h Households;" U.S. Congressional Budget Office, 2015, hutps: }i4th-con-
gress-2015-20167reports/50: ousing-one od

53 G Thomas Kingsley.Trends in Housing Problems and Federal Houig Ausisance? Urban Institute, October 2017, hetps:/vww.urban. les/publica-

54 “The Long Wait for a Home Nat\anal Low lncome Housmg Coalition, Housnng Spatlight 6. no. {, (Fall 2016}, i ites 4
light_§-1_int.pdf.

55 Fredrik Andersson, fohn C, Haltiwanger, Mark J, Kutzbach, Giordiano E. Pailoni, Henry O, Pollakowski, and Daniel H.Weinberg, "Childhood Hausing and Adult Earn-
ings:A Between Siblings Analysis of Housing Vouchers and Public Housing” NBER Working Paper No. 22721 National Bureau of Economic Research, 2016, hizps/
werwnberorgipapersiwi2i L.

56 Meryl Finket and Larey Buron,”Study on Section 8Voucher Success Rates. Yolume 1 US. Departmem of Housing and Urban Development Office of Policy Devel-
opment and Research, 2001, bups
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The first policy option would reduce overalt child poverty by 2 percentage points and deep child poverty by 0.6 percentage
points.The secand option would reduce overall child poverty by 3 percentage points and deep child poverty by 0.8 percentage
points. Both options would have a disproportionately high impact on reducing poverty among Black and Hispanic children, as
well as children in households where a mother is under 25 and/or lacks a high school degree. ¥ However, due to limitations
on eligibility for immigrant families, these changes would have a very low impact on non-citizen children and citizen children
living with an undocumented parent.

Increasing access to vouchers has the clear potential to disproportionately reduce child poverty for children of color, but
expansion of vouchers must coincide with legal protections that ensure that families with children are actually able to use
them. The United States continues to have high levels of racial and ethnic residential segregation due to discriminatory
practices that keep families of color living in areas of concentrated poverty with lower performing schools. For example,
research documents that landlords show fewer units to households of color than to White families.®™ Therefore, we must
enforce and strengthen federal fair housing protections to prevent practices that limit households of color from accessing
housing even when they can afford it.

Expansion of vouchers must also include source-of-income protections that prohibit fandlords from turning families away
because they are using a voucher™ Currently, 15 states and the District of Columbia as well as more than 80 cities
and counties have laws in place to protect tenants against source-of-income discrimination.® Several recent proposals
from 2020 presidential candidates offer steps to strengthen anti-discrimination protections for various forms of housing,
including source of income.®!

Families receiving vouchers and other forms of housing assistance must also have

access to civil legal services and eviction prevention programs. Mearly 30 percent

of households living in a rented home have experienced a related civil legal problem age

in the past year, such as the threat of eviction.®? Families with children are evicted Families
at mfifh higher rates, alnsl childajen who experience evictifm often face high rates ?f receivin 9 housi ny
mobility and unstable living environments that have negative consequences for their

education, physical health, mental health and interpersonal relationships.®? assistance

Civil legal services and eviction prevention programs help keep children and families must aiso have
in their homes, yet most low-income families fack access to these services. The 5.8
Legal Services Corporation {(LSC) provides grants to civil legal aid organizations, but access to civil
funding remains limited and the LSC continues to be under threat from the current {Bg al services
Administration, The Equal Opportunity for Residential Representation Act of 2017 . a

(H.R. 1146 in the 115th Congress), led by former Rep. Keith Elfison (D-MN), would and eviction

57 1bid 1. Page 153, revenption
58 Margery Austin Turner, Diane K. Levy, Doug Wissoker, Claudia L Aranda, Rob Pitingolo, Rob Santos, "Hausing B

Discrimination Against Racial and Ethnic Minarities 201" Urban Institute prepared for the U.S. Department of

Housing and Urban Devel Office of Policy D and Research , 2013, brtps:/iwvas buduser. gov/ pgrograms.
irhsghg discrimination_301Lhnml
59 Source of Income Dvscnmmatmn Natioral Housing Law Project, 17, November 2017, hspsAvworsiip org
urcas/sourcasof-income-discrimi

€0 “Expanding Choice: Practica Ssrategios for Building a Successful Housing Mobility Program, Appendix B; State,
Local and Federal Laws Barring Source-of-fncome Discrimination” Poverty & Race Research Action Cauncil,
S

January 2019, httpsi/iwww.prrac.org/pdl

1" Wrren and Collegies Rentroduce Hisori Lagilation ta Confron: America's Housing Crs, Offce of
Senator Elizabeth Warren, Press Release, March 13, 2019, htcps ren-and-col introduce-historic-lag-
isfation-to- conFrom-amer»cas-hcmxng~crism“Housmg Oppommlty, Mobilty and Equlry Act of 2018, 5. 1342 Congress go, last visited April 16,2019 hetpsifwww,
congress goviil Stk T IIANSENIS A I M LIRS DT D= e,

62 "The Justice Gap: Measuring the Unmet cw Legal Needs of Low tncoms Americans” Legal Services Corparation, 2047, https/Awwwisc, i
1ions/201F-justice-gap-report.
63 Masthew Desmond, AnWeihau, Richelle Winkler, and Thomas Fernss “Bvicting Children,” Social Forces 92, no. | {September 2643): 303-327, hutpsifischolar harvard,
fal_forces-201 Idesmond-303-27,pd
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create a pilot program to provide grants to organizations that serve families facing eviction, landlord-tenant disputes, fair
housing discrimination or other housing-refated issues. These grants would require equitable distribution between urban
and rural areas, with at least 20 percent guaranteed for rural areas.* First Focus Campaign for Children is working to see
this legislation reintroduced in the 1 16th Congress.

Finally, in order for rental assistance to effectively reduce child poverty and improve outcomes, it should coordinate with
other systems serving these children. We urge the 116th Congress to take up the Affordable Housing for Educational
Achievement Demonstration (AHEAD) Act (§. 1949 in the | 1 5th Congress), led by Sen. Patty Murray {(D-WA), which would
incentivize partnerships between housing authorities and school districts to keep families permanently housed and improve
educational outcomes for children.$®

it is important to note that the NASEM study did not model other policies that would increase access to affordable
housing, such as renters tax credits® and increases to the National Housing Trust Fund.

Ensure Affordable, High-Quality Child Care for Working Families

The NASEM study repeatedly acknowledges the importance of access to child care, which severely impacts families’ ability
to work. It models a policy that would guarantee assistance from the Child Care and Development Fund (CCDF)} for all
eligible families with incomes below 150 percent of the poverty line. Currently, only about 17 percent of eligible children
receive assistance.®” Part of the CCDF is comprised of discretionary money, the Child Care and Development Block Grant
{CCDBG), so not alt individuals who qualify for CCDF assistance receive it States also have discretion to set the eligibility
threshold, and a number of them have put it below 150 percent of poverty. (The study assumes that states with higher
thresholds would maintain them.} The proposal would help reduce childhood poverty by a significant 0.6 percentage points,
and would also increase the labor force participation for families, especially for low-income mothers.

The study does not, however, address the impact of limited access to high-quality child

care, which has both short- and long-term effects on young children and their families.

First Focus Campaign for Children has supported numerous efforts to improve both

access to and quality of child care. These include a push for increased funding through Nea r‘y

the appropriations process for the CCDBG. Legislation such as the Child Care for one-in-four
Working Families Act (5. 568/H.R. 1364) introduced by Rep. Bobby Scott (D-VA) and

Sen. Patry Murray (D-WA) would ensure affordable, high-quality child care for working American
families and would increase provider rates to help ensure quality. We also support a B R
national apprenticeship program to create a career pathway for early care workers. chiid ren "Vﬁ 8
in a family
Expand Benefit Eligibility for Immigrant Families .
Children of immigrants are the fastest-growing group of American children, with nearly W lth at l east
one-in-four children {18 million} living in a family with at least one immigrant parent, s N

Ten percent of children live in mixed-status families where at least one member of ane lmmlgrant
the household is not a citizen. While the majority of children in these households pafent:

are themselves citizens, the fact that at least one member of their household is not
authorized to work or has limited or no eligibility for public assistance based on
their immigration status means they have higher rates of poverty than children in
US.-born families.®?

&4 Cara Baldar}, "Equal Opportunity for Residential Representation Act of 2017 (H.R, 1146).” First Focus Campaign for Children, Face Sheet, March 2017, herps:/icam-

pai ’ sifac - runis i jom-act-0f-20 1 7-hop-| 146/

65 “The Housing for E ional Achi > jon (AHEAD) Act S, 1949", First Focus Campaign for Children, February 2018, hupsiicampaign-
forchitdrer i ites/ 22018/ D-ACTF, heet-May-16.0df,

66 Dylan Matthews, Cory Booker and Kamata Harric's affordable housing plans, explained, Feb 2, 2019,Vox, hutpsiiwww.vox comffuture-perfect/20 197/ 1 8205913
vent-kamala-harris-cory-bookenpoverty,

67 1bid 1. Page 217,

68 ibid 1. Page 140,
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As a result, the study committee puts forth two policy options for expanding access to benefits for immigrant children and
families.”” The first policy proposal would restore program eligibility for non-qualified legal immigrant parents and children
for SNAP TANE Medicaid, $5i, and other means-tested federal programs. The second proposal would eliminate eligibility
restrictions for all non-citizen parents and children in SNARTANE Medicaid, SS1, and other means-tested federal programs.

The first policy would reverse provisions in the Personal Responsibility and Work Opportunity Reconciliation Act of
1996 (PRWORA) that restrict program eligibility for both unauthorized and lawfully present immigrants and define the
conditions under which some categories of immigrants may qualify to receive public benefits. Restricting eligibility in this
way affects children who are eligible for anti-poverty programs, including U.S, citizen children, because program benefits
may be calculated to exclude the non-eligible family member(s) and reduce the overalt household benefit.

It is important to note that limits on the simulation of these provisions led the study to find that they would have a small
impact on reducing child poverty. For instance, the simulations exclude Medicaid because, as previously noted, the program
is not currently measured in the $PM. However, if we were to implement these policy options, thousands of uninsured
immigrant children would potentially gain access to healthcare through Medicaid,” reducing child poverty for immigrant
households by improving children’s short- and long-term health outcomes and reducing out-of-pocket medical costs for
families with chiidren.

The study also does not model the effect of expanding eligibility for family tax credits to immigrant families with children.
Currently, only members of a household with Social Security numbers (S5Ns) are eligible for the EITC' In addition, the
Tax Cuts and Jobs Act of 2017 eliminated access to the CTC to children with Individual Taxpayer Identification Numbers
(ITINs), limiting the credit to children with SSNs. As a result, an estimated one million children are now denied access to
the credit.”

Despite the overall limited impact of these provisions in reducing overall child poverty, the study documents that these
changes would have a disproportionately large impact on reducing poverty for Hispanic children and children of immigrants.™
Child poverty rates among Hispanic children are 22 percent higher than rates for non-Hispanic White children. One-quarter
of children five in immigrant households, and poverty rates for children in immigrant families are 21 percent higher than
their non-immigrant counterparts. Expanding their eligibility for public benefits is important both for reducing poverty and
promoting social inclusion and equity for Hispanic and immigrant children

While the study references the current Administration’s recently proposed “public charge” rule, it does not model its
potential chilling effect on the take-up rate of immigrants accessing public benefits. This proposed rule, issued for public
comment on October 10, 2018, would expand who may be deemed a public charge (i.e., burden on the public coffers)
in consideration of an application for lawful permanent resident status and/or lawful admission to the United States.
Government officials would now consider an applicant’s use of benefits beyond the existing standards of cash assistance
and long-term medical care to include Medicaid, SNAP and housing assistance, such as Section 8 Housing Choice Vouchers,
Section 8 Project Based Rental Assistance and Public Housing”® While the rule has not been finalized, the threat of the rule

69 thid 1. Page 416,

70 “Health Insurance Coverage of Children 0-18, The Henry }. Kaiser Family f iom, 2017, hetps:dfer ildren-0-18/2
View=1gcurrent Timefr Model=H7B%22colidR T %21 L T K D as TR et Caveragefor Immigrant Children” National
fenmigration Law Center, January 2018, } h ragermaps/.

74 Sociat Security Number and Claiming EITC, last visited April 16, 2019, fircps:/fwwwirs govlcredits onsfindivi redit/social-sacuri-

ty-number-and-claiming-eitc
72 “ATragic and Harmful Tax Bill —~Whose Pnce Ch‘ldren WMI Bear” First Fo:us Campaign for Children, Press Statement, December 2, 2017, hups:iicampaignforehil-

drenorg ric M-beard; }awb Leibentuft, “Tax Bill Ends Child Tax Credit for About { Million
Children,” Cen&er on Budget and Policy Priorities, Decerber 18, 2018, hups: e chpy Hi-ends-child-tax-credit-for-ab 1-milli children.

73 thid 1,p. 153.

74 Inadmissbilty on public charge grounds, 83 Fed. Reg, 51114 (proposed October 10, 2018) (o be codifid at 8 CFR Parts 103, 242,213, 214, 245 and 248) hesps/
www iederalregisten govidocuments/20 18/ 1Y 107201821 i fic-chary “The Public Charge Rule Harms Chifdren,” First Focus, Fact
Sheet, Octaber 10,2018, https: rgfresources/fact-sheet/fic he-public-charge rufe-farrs.chifiren,
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is already having a significant chifling effect on immigrant families accessing these benefits.”* A recent study from the Urban
Institute shows that one-in-six adults in immigrant families with children avoided using public benefit programs in 2018 due
to concerns about future green card status.”

Raise the Federal Minimum Wage
The majority of low-income households with children have at least one parent who works, but the combination of low
wages, skyrocketing rents and the high cost of everyday goods, means parents still struggle to make ends meet””

The federal minimum wage has not increased since 2007 and remains at $7.25 an hour. The policy options simulated in
the study would raise the minimum wage to $10.25 over the next three years and index it to inflation after that. However,
the second policy option includes an alternative route of raising the minimum wage to the 10th percentile of each state’s
hourly wage distribution or to $10.25 an hour, whichever is lower.

Research suggests that increasing the federal minimum wage reduces child poverty
by boosting the income of low-skilled workers, many of whom live in households
with children. Analysis from the Economic Policy Institute finds that 4! million
workers would benefit from increasing the minimum wage to $15 an hour, and 28 R
percent of these workers have children, This increase would impact more than 11 Anincreased

itli i 8 ]
million children. minimum wage
Note that the study simulates an increase up to $10.25, which is relatively small would halp
compared to current legislative efforts. The Raise the Wage Act (S.150/H.R.582), led vre .
by Sen. Bernie Sanders (I-VT) and Rep. Bobby Scott (D-VA), proposes raising the families remain
federal minimum wage to $15 an hour by 2024. In addition, several states and cities
already have established minimum wages higher than $10.25 an hour” The study above the Puverty
committee also assumes separate tipped minimum wages for tipped workers. line and would

The study committee finds that the biggest impact of raising the minimum wage suppurt thair
would be for children in households living in near poverty, or at 150 percent of the . P N
SPM poverty line (about $35,000 for a family of four with two children). These are children’s basic
children whose parents work, but still live on the brink of poverty due to low wages. neads

An increased minimum wage would provide these families with additional income ®
that would help them remain above the poverty line and support their children’s
basic needs. But the biggest impact by far of any policy in the study would come from
establishing a monthly $250 child allowance.*

Of the four packages the committee considered, two included increasing the minimum wage (the Work-Oriented package
and the Universal Supports and Work package). The Universal Supports and Work package is one of the two that successfully
meets the 50 percent poverty reduction goals.

75 Alfred Lubanc,"More Marns and Children Withdrawing me Numc:on Assistance Because of Deportation Fears, Administrators Say!” Philadelphia Inquirer, March

20,2019, tsps: — 90320 tenl.
76 Hamutal Bernstein, Dulce Gonzalez, Michael Karpman, and Stephen Zuckesman,"With Public Charge Rule Laoming, One in Seven Adulss in Immigran Families
Reported Avoicing Public Benefi Programs i 2018 Urban It May 21,2019, hiaps iwswasan orglarbao-arelpublic-chargs-rle-loors

77 Heather Kabalt and Yang Jiang, “Basic Facts about Low—lnccme Chlldren, Natlona| Center for Children in Poverty, January 2018, hupi/incep. orglpublications!
pul_T1%4.htrd.
78 “Why America Meads a $15 Minimum Wage." Economic Policy Institute, Fact Sheet, February 5, 2019, hup: L EpiOfF iccati i {5-mine
imure-wagel.
79 “State Minimum Wages: 2019, Mational Councit of Sute Legishitures, last updated January 7, 2019, hup:
mur{»wage—uhart aspx “!nvenmry of US City and Ccunty Minimum Wage Ordinances UC Bef‘xeiey Labor Cen(er fast updated March 4, 2019, httplﬁaborcenter
g g = yrof-uycity-and esf
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Guarantee Minimum Child Support Payments

More than half of children in the United States will spend at least part of their childhood rot living with two biological
parents.”" Children in single-parent households are more likely to five in poverty than children in two-parent households
because there is only one potential earner.

Child support payments offer a critical source of income for single-parent families. For households fiving below the poverty
line that receive child support, these payments account for more than half their income. In fact, child support payments
lifted more than 500,000 children out of poverty in 2017.% Yet too many children living in poverty still fail to receive any
child support payments - fawer than half of custodial parents who are owed child support receive full payments, and more
than a quarter receive nothing.®

The Child Support Enforcement {CSE) Program was established in 1975 as a federal-state partnership to assist families in
securing child support payments from non-custodial parents, The program provides many services for qualifying children
and families, including the establishment and distribution of child support orders, paternity establishment and distribution
of child support payments. In 2017, child support agencies collected $32.4 billion, with 96 percent of this money going
directly to families.

However, many custodial parents stifl fail to receive child support payments because non-custodial parents lack the income
o comply with child support orders. Most child support owed in the United States

is by non-custodial parents with very low or no reported income. The country’s

high rate of incarceration compounds this problem, creating a large population

of non-custodial parents who cannot meet child support orders due to current

incarceration or criminal records that prevent them from obtaining employment. A federal

Nen-custodial parents who are trying to comply with child support orders but face child su ppo rt
barriers to doing so may rack up large arrears, hurting their credit score and ability assurance po I ey
to obtain employment and housing, Recent changes to the CSE program attempt to

address this issue by basing child support orders on non-custodial parents’ actual combined with
earnings and halting the accumulation of arrears while a non-custodial parent is

incarcerated.® a 5259 month iv

To address gaps in child support orders, the study committee models two options child allowance
for a federal child support assurance policy that would guarantee custodial parents would virtual ly
receive regular support: arase dEEp Ch“d
poverty in the
United States.

I. Guarantee minimum child support of $100 per month per child

2. Guarantee minimum child support of $150 per month per child

A child support assurance policy is not a new idea. Sweden has a publicly financed
minimum child support benefit that has successfully reduced the poverty and

81 Melissa Boteach and Shawn Fremstad “Valuing All Our Families,” Center for American Progress, January 2015, . anveri Or g g
toads/2015/0 1 FamilyStructure-reporepdf.

82 Liana Fox, The Supplemental Poverty Measure; 2017, U.S. Census Bureay, 2018, hupsy i icati &
268 pdf.

83 Timothy Grall, Custodial Mathers and Fathers and Their Child Support: 2015, US. Census Bureau, January 2018, hutps://www.census govicoment/dam/Cersus/
Tibraryfpublications/ 20 18/demo/Pe-26 2 pdf,

84 2017: Child Support: More Money for Famities.” Administration for Children and Famities, Office of Child Support & o i

4 20 ic_mational_updated_0821 pdf.
85 F!exlb’!n‘.y Efficiency and Modermzanon 43 CFR Part 433, 2016, hutpsitiwww.govinfo.govicontent/pkg/FR-2016-12-20/pdf 20 £6-29598 pdf.
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insecurity of single mothers and their children.® Wisconsin also modeled a minimum child support benefit in the 1980s.%
Only households where a child support order is in place would be eligible for these payments, with the amount designed
o equal the difference between the monthly child support income that is legally obligated and the child support assurance
guarantee. These payments, combined with a $250 per month child allowance, would virtually erase deep child poverty in
the United States.®

QOther Policies of Note

Medicaid

As previously noted, the study excludes Medicaid from the modeled policy options because it is not included in the SPM.
Medicaid, however, does indeed benefit millions of families with children. A public health insurance program, Medicaid is
operated as a partnership between the federal government and the states, providing health insurance coverage to very
low-income children, people with disabilities, the elderly and some low-income adults who are uninsured.

Medicaid began as part of the Social Security Amendments of 1965 (PL. 89-97), the same legislation that created Medicare.
Prior to Medicaid's passage, health care services for children living in poverty were provided primarily through a patchwork
of programs sponsored by state and local governments, charities and community hospitals. Medicaid provides health coverage
with remarkable success to 74 million of our nation’s most vulnerable citizens: primarily children in very low-income families,
adults with significant disabilities andfor low incomes, and elderly individuals who are cared for in long-term care facilities.

Medicaid and the Children’s Health Insurance Program (CHIP), which Congress created in 1997 for children who are not
eligible for Medicaid but whose parents could not afford private insurance, have together reduced the uninsured rate for
children to historic lows. Data shows that health insurance and access to health care through childhood lead to better
education and employment outcomes and to better health status as adults, Program changes that limit access to coverage,
such as parental work requirements and waiting periods for children, may reduce those positive outcomes as well as
threaten family economic stability.

The study committee agreed on the significance of Medicaid in children’s lives and its Jong-term results, concluding,
“expansions of public health insurance for pregnant women, infants, and children have generated large improvements in
child and adult health and in educational attainment, employment, and earnings”® Affordable health care due to Medicaid
access also helps keep families out of deep poverty. In fact, without Medicaid, some families whose income keeps them
above the poverty level would still be at risk of falling into deep poverty due to high out-of-pocket medical expenditures®

First Focus Campaign for Children advocates for policies that would increase eligibility for Medicaid and CHIP and reduce
family financial burden include: creating 2 system to insure all children continuously from birth through age five, and
protecting Medicaid and CHIP from funding changes such as block grants and per capita caps.

Early Childhood Education and Parental Support Programs

The NASEM study also excludes from its modeling early childhood education programs such as Head Start and Pre-K, as
well as early childhood parenting and support programs, such as home visiting. The committee finds that the long-term
benefits of these programs fall outside of the scope of the 10-year window of child poverty reduction they were charged

86 frwin Garfinkel and Lenna Nepomnyaschy,"Assuring Child Support:A Reassessment in Honor of Alfred Kahn," From Child Welfare to Child Well-Being, Springer, pp.
231253, husps:#link springer.comichapter/ 10, 1007%2F578.90-481-3377-2_14,

87 Philip K. Rabins, frwin Garfinkel, Pat Wong and Daniel R. Meyer,The Wisconsin Child Support Assurance System Estimated Eﬁem on Poverty, Labor Supply, Case-
toads and Costs.” Journal of Human Resources Vol. 25, No. I, December 1990, htrps: |_The_Wisconsin_Child_Sup-
port, Assurance,_System_Estimated_Bffects_on_Poverty_Labor_Supply_Caseloads_and_Costs.

88 1bid 1. Page 169

89 1bid {. Page 15.

90 Ibid 1. Page 277.
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with reviewing. However, research shows that high-quality early learning programs
can have positive long-term impacts on participants’ lives, including increases and
improvements in employment, health, and cognitive and socio-emotional skills, in HPY
addition to reductions in criminal activity. Evidence also shows that the positive The PGSI“VE
impacts of high-quality early learning programs can extend to the second generation, impa cts of
the children of the original participants, who demonstrated improved education,

health and employment.' ; high-guality early

First Focus Campaign for Children knows that these important programs are vital to learnin g p rograms
improving the lives and well-being of kids in both the short- and long-term. We urge can exten o
Congress to increase funding for these and other high-quality early childhood and
parental support programs that produce positive health, educational and economic tu the SBELOD nd
impacts for children and families. .
gene ration,

Supplemental Security Income
The study does model two options for increasing child benefit levels in the SS}
program:

{. Expanding the maximum child benefit from $733 to $%77 (a one-third increase)

2. Expanding the benefit from $733 to $1,222 (a two-thirds increase).

However, the study committee does not include either of these increases in any of the four policy packages.

The 881 program pays benefits to adults and children with disabilities who have limited income and resources, with the goal
of offsetting the financial burden associated with disabilities. Families caring for children with special health care needs are
more prone to economic hardship, Consider that the average cost of caring for a child with disabilities ranges from $6,000
to $20,000 a year™ Families also forfeit income when a parent or caregiver must stay home to care for a child. SS¥'s monthly
income supplement is intended to offset some of these costs and can support a family’s ability to raise a child at home rather
than in an institution,

The SSI program lifted nearly 500,000 children out of poverty in 2017. Yet benefit levels remain low compared with the
significant out-of-poacket costs for families caring for a child with a disability. Since these benefit increases would target
only a limited number of households, they have a relatively modest impact on reducing the overall child poverty rate.Yet
for those affected families, it would mean an additional $250 to $500 a year, increasing their ability to cover medical costs
and care for children with disabilities in their homes.

o1 James Heckman, “inter ional and Intrage s ies of the Perry Preschool Project)” May 2019, bteps:/ fes.uchi + ke
2 intragenerath 2 ities-parry-praschool-projer
92 Shawn Fremstad and Rebecca Vallas,“Supplemental Security Income for Children with Disabifities.” National Academy of Social Insurance, 49, November 2012,
A 204 ity ik it
il nast. curlty-incame-<}
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Mandatory Work Policies

The study analyzes mandatory work policies in benefit programs and finds that

“evidence was insufficient to identify mandatory work policies that would reliably Wa l’k
reduce child poverty!” Perhaps even more significant, the committee determined “that

work requirements are at least as fikely to increase as to decrease poverty!'” requ irements

The study findings confirm what we know to be true — mandatory work policies are at least
can lead to an increase in child poverty and have negative implications for child well- as lik B!y to
being. Data shows that in most low-income households with children, at least one

family member is already working.™* Therefore, these requirements often do nothing increase as
more than add an extra layer of bureaucracy by requiring families to document their

existing employment. For example, almost 30 percent of SNAP households with to decrease
children work in the year before or after receiving SNAR and more than 60 percent

work while receiving SNAP benefits” pave rty‘

These employment documentation requirements are especially onerous for low-wage
workers who often have no control of their schedules and are subject to volatile
hours. This volatility combined with lack of affordable transportation and child care
means these requirements deprive families of access to critical assistance. About 18,000 Medicaid recipients in Arkansas
have already lost coverage™ due 1o newly implemented work requirements in their state. Insufficient reporting practices,
lack of information and other bureaucratic red tape have caused otherwise compliant recipients to lose their coverage. It is
well-proven that when parents lose coverage, children's coverage drops, even when those kids remain eligible for Medicaid
or CHIP.

Despite these findings, the current Administration, some Members of Congress and some Governors continue efforts to
add work requirements to Medicaid or expand work requirements in SNAFR. The federal government has approved, or is in
the process of reviewing, Medicaid waivers in over 20 states that aliow them to add work requirements, increase premiums
and make other harmful changes to the program.?”

In addition, a recent proposed rule from the U.S. Department of Agriculture would fimit a state’s ability to receive time-limit
waivers from SNAP work requirements for individuals deemed Able-Bodied Adults Without Dependents, a change that
would deny food assistance to more than 750,000 individuals. While not aimed at children, this rule would severely affect
children who rely on support from non-custodial parents or extended family members, as well young adults aging out of
foster care and unaccompanied homeless young adults who would be subject to these rules™

93 Ibid 1. Page 12

94 Koball and Jiang, hitpiincep.org/publications/pub_4 194.hemd,

95 Dean,Stacy,Bolen, E¢, and Keith-fennings, Brynne."Making SNAPWork Requirements Harsher Wil Not Iiprove Outcomes for LawIncome People.” Center oo
Budget and Policy Priorities. | March 2018, 2 Lchpp,
fordow. Accessed Aprit 2008,

96 Benjamin Hardy,"Over {8,000 Just coverage in 2018 due to Medicaid work rue, but oniy a fraction have mapplled AfkansasTsmes January IS 2099, hups/hwww,
arktims hivesf2019/01/15 ki Ve 2018 dicaid-w

97 “Waiver Strategy Center,” Families USA, last visited May 7,209, i i ackis

98 Supplemental Nutrition Assistance Program: Requirements for Able-Bodied AduksWn:hout Dependents, 84 Fed. Reg. 980 (proposed February 1,2019) {to be cad-
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Temporary Assistance for Needy Families (TANF) program

The TANF program is currently the only federal program that provides cash assistance
to families with very low incomes.Yet just under 28 percent of all poor families that
are eligible for cash assistance receive it. In fact, states overwhelmingly use TANF
funds for other important priorities that fall outside of the program’s original intent of
reducing child poverty and getting families back to work. In addition, due to its nature
as a fixed block grant, TANF cannot effectively respond during times of increased
need, and inflation has diminished its value by more than 30 percent since 19%6. Asa
result, TANF continues to lose its impact on reducing child poverty.

Due to the fact that so little of TANF spending currently goes to cash assistance and
states vary so greatly in how they spend these funds, the study committee was not
able to model the poverty-reducing impact of TANF policy changes.

TANF requires significant reforms in order to increase its effectiveness at reducing
child poverty. These include:

Adding child poverty reduction as an explicit goal of TANF and measuring state
performance according to haw many children are lifted out of poverty in alt
TANF caseloads;

»

respond during times of increased need;

with a wage sufficient for long-term household economic security;

Just under

25 percent of all
poor families that
are eligible for
cash assistance
currently

receive it.

Increasing funding for the block grant, including indexing it to inflation and improving upon TANF's ability to

Holding states accountable for helping parents exit TANF with quality employment that provides their family

Allowing parents to meet work requirements by pursuing higher education, skills training or vocational

education, while simuitaneously providing them with guaranteed child care assistance, transportation

assistance and other supports.

As of this writing, the TANF program is set to expire on June 30, 2019. First Focus Campaign for Children is working to
ensure that Congress extends funding before the deadline so no child loses access to this support.
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Paid Family and Medical Leave

The NASEM study does not model the poverty-reducing impact of a national paid
family and medical leave program, but the study committee acknowledges the
important role that paid family and medical leave play in reducing child poverty.
In particular, the panel cites several studies demonstrating the positive effect that
California’s establishment of a paid family leave program has had on child health and
parental employment, making it more likely that mothers would return to work after
childbirth.*

The United States is currently the only country in the Organisation for Economic
Co-Operation and Development that does not provide paid maternity leave
nationwide. First Focus Campaign for Childran urges Congress to pass the Family and
Medical Insurance Leave (FAMILY) Act (3. 463/H.R. 1185), led by Rep. Rosa Delauro
{D-CT) and Sen. Kirsten Gillibrand (D-NY) which would provide up to 12 weeks
of leave with partial income after the birth or adoption of a child, or to care for
the serious health condition of a child, parent, spouse or domestic partner. Workers
would earn 66 percent of their wages, and all workers in companies of all sizes would
be eligible, including those who are part-time and self-employed.

It is critical that the United States establish a national paid family and medical leave
program to spare millions of workers from making the impossible choice between
staying home to care for a child and losing necessary income.

The United
States is the anly
country in the
Organisation

for Economic
Co-Operation

and Development
that does not
provide paid
maternity leave
nationwide.

99 Chardes L Baum Il and Christopher §. Ruhm,"The Effects of Paid Family Leave in California on Labor Market Outeames, Journal of Policy Analysis and Management,
February 2, 2016, hupsilonfinelibrary.wiley.convdoifabs/ 12, 1002/pan. 2 1694; Maya Rossin-Slater, Christopher |. Rubm and jane Waldfogel, “The Effects of California’s
Paid Family Leave Program on Mothers’ Leave-Taking and Subsequent Labor Market Qutcomes,” Journal of Policy Analysis and Management, December 17,2012,

htsps:fanlinelibraryailex comidoifabs/ 10, 1002/pam, 21 676; Thid 1, Page 191-192.
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Top Takeaways

in closing, here are some larger conclusions from the study to consider:

® Cutting our national child poverty in half within a decade is doable Child pover tY
if there is the political wili to act. The study committee puts forth two H
packages of program and policy reforms that, if implemented and prioritized by costs th e Unite d
Congress, would cut our child poverty rate in half within 10 years, The United
States has made significant progress in reducing child poverty since the 1960s, States more than
but this progress has slowed in the last decade due to decreases in the share S" trillion a year.

of federal spending on children.'®

Cutting child
Other countries have made significant progress by setting national
poverty targets. Peer countries show us that progress is possibie in the p gve rty woul d
short-term. The United Kingdom cut its child poverty rate in half between
1999 and 2009'*" and Canada is on track to cut its child poverty rate in half in cost rnugh i\]
less than a decade after establishing an expanded child allowance in 2016.'%

one-tenth that

Money matters to reducing child poverty. The United States spends less to amount
support low-income families with children than peer countries, and by most ¥
measures, it has much higher rates of child poverty.

»

Reducing child poverty is extremely cost-effective. Child poverty costs our
country upwards of $1 trillion a year due to reduced economic activity and
output. By comparison, cutting our child poverty rate in half within a decade
would cost less than $110 billion a year.

Investments in reducing child poverty also improve childran’s health, nutrition and educational
outcomes. Income poverty causes negative outcomes in child well-being. When a poor household receives
additional income, parents and guardians are better able to provide resources that have long-term positive
impacts on a child’s health and economic contributions.

Work requirements don’t work, On this point, the study is very clear, saying: “Evidence was insufficient to
identify mandatory work policies that would reliably reduce child poverty. It appears that work requirements
are at least as likely to increase as to decrease poverty.”'®

income transfer policies have a much larger impact on reducing child poverty than work-focused
policies. For example, the establishment of a $250 a month ($3,000 annual) child allowance is found to have
the biggest impact by far in reducing child poverty and would cut the country’s deep poverty rate in half
within a decade.

As we approach the third decade of the twenty-first century, the inequality gap in the United States continues to grow—
with children taking the biggest hit. Our children deserve better.We urge lawmakers to use this landmark study in making
child poverty reduction a priority, so that all children have the chance to reach their full potential.

100 Children's Budget 2018, First Focus, 2018, hetps/ifrstiocus.orghwe. 18/0%FiretFocus_CB2018.pdf: fulla lsaacs, Cary Low, Heather
Fishn, Ashley Hong, Caleb Quakenbush, C. Eugene Steuerle, Kids Share 2018: Report on Fedral Expenditures on Children theough 2017 and Futire Pm;emons
Urban Institute, July 18, 2018, hutps: urban.orgir 2018-repoy ik hrough-20H 2
o,

181 Natalie Branosky and jane MaﬂsourA Look Back at the UK Child PcvertyTargechnsfemb(’eThemes for the United States, First Focus, April 7, 2015, breps/ifirst-
forus. he hild-poverty-target-transh

102 Government of Canada. "Canada’s frsz poverty redumon target met three years shead of schedule)” Smemenc February 26, 2019 hupsheww.camdacalen/

201902/ canadas-first-povertyreduction-target-met-three-years-ahead-of-schedule htmi,_

103 Bid 1, Page b
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Chairman YARMUTH. I now yield to the Ranking Vice Chair, Mr.
Johnson, for his opening statement.
[The prepared statement of Chairman Yarmuth follows:]
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Chairman Yarmuth
House Commitftee on the Budget
Solutions to Rising Economic Inequality
Opening Statement
September 19, 2019

As a Congress, we have a responsibility to support policies that give all hard-working
Americans the opportunity to succeed, no matter where they started out.
Unfortunately, policies implemented over the past few decades have helped usher in an
era of economic inequality that remains one of our most pressing economic and fiscal
challenges. During today’s hearing, we will examine the causes and consequences of
inequality and discuss possible solutions to strengthen our families and our federal
budget.

Over the past 30 years, the richest 1 percent of Americans saw their wealth grow by
nearly 300 percent. At the same time, the poorest 50 percent saw no growth, even as
the cost of housing, health care, food, child care, and other basic necessities have gone
up and up and up, making it nearly impossible for millions of American families to make
ends meet. The share of national income held by the wealthiest Americans has also
increased to levels not seen since the 1920s — right before the Great Depression,

In short, our economy has left working families behind. The inequality it has created has
impacted every generation: our nation’s seniors are struggling to retire. Recent college
graduates and young people are putting off buying their first homes or investing in
assets that could increase their wealth. Parents are finding it harder to afford college,
job training, and childcare, all of which are key to finding success in a changing world.

Our nation’s economic future depends on the success of working Americans. Plain and
simple, if they don’t succeed, our country doesn’t succeed. Economic inequality is
suppressing economic growth and eroding our tax base. it's putting pressure on federal,
state, and local budgets, and increasing the likelihood of a financial downturn. In fact,
income inequality has cost the United States up to nine percentage points in cumulative
economic growth over the past two decades.

But it's important to understand that the rise in inequality is not just rooted in structural
changes, globalization, or other forces beyond our control — it is also a result of decades
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of policy geared to help the very rich at the expense of everyone else. Beginning in the
1970s, as the United States experienced major technological advancements, our country
failed to take the steps needed to ensure shared prosperity. Instead, workers suffered
from trickle-down economic policies, financial industry deregulation, and attacks on
organized labor. As a result, wage growth slowed, and income and wealth consolidated
with the top 1 percent.

Unfortunately, here we are again: rapid advancements in automation and Al are set to
reshape a broad swath of industries. In fact, a top official at IBM told me earlier this year
that in the next three years alone, Al will eliminate or significantly change 120 million
jobs around the world. 120 million jobs in just three years. We need to make sure that
the new industries of the future and the skilled workers they demand will call the United
States home, not China or any other country. Instead, we just blew $1.9 trillion on the
Republican tax law that overwhelmingly benefited the wealthy and did nothing to
improve our nation’s economy or prepare us for the future. Continued efforts to
deregulate the financial industry and roll back consumer protections are endangering
working Americans. Legislation aimed at weakening unions is spreading in statehouses
across the country, and we are setting a record for the longest period in U.S. history
without an increase in the federal minimum wage. What's worse, the current
Administration is advancing policies that would expand work requirements and redefine
poverty to make fewer people eligible for assistance, which in turn makes it even harder
for them to succeed.

America’s greatest asset has always been our people, more specifically our workforce,
and in this rapidly changing world it is also our greatest opportunity. But the federal
government must step up.

We must make a national commitment to early childhood education and work to make
college more affordable. Raise the minimum wage, expand job-training opportunities,
and invest in the programs that help struggling families get ahead. We need to address
our aging infrastructure by overhauling our crumbling roads and bridges, updating
communications systems, expanding broadband services to rural areas — all while
creating the new jobs of the future. And we need responsible tax policies that will
ensure companies invest here, in U.S. workers, and in the new industries that will drive
innovation for generations.
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We must do all of this and more — not only because economic inequality hurts American
families and hinders their success, which should be enough, but because it also
threatens our ability to compete in a rapidly changing global economy. 1 look forward to
hearing from our witnesses on the importance of creating an economy that works for all
Americans and strengthens our fiscal future.
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Mr. JOHNSON. Thank you, Mr. Chairman, and thank you for your
leadership here on the Budget Committee.

You know, there are many things in your opening statement that
you and I actually agree on. I wish we could find on this Com-
mittee more common ground as it relates to our core task because
it seems to me, Mr. Chairman, once again, our Committee has con-
vened a hearing that does not focus on what we are here to do, and
that is to advance a budget and manage our ballooning national
debt.

The title of today’s hearing is “Solutions to Rising Economic In-
equality,” but I am concerned this hearing is focused on the wrong
premise, that income inequality can only be solved by redistrib-
uting wealth, increasing the minimum wage, and eliminating pro-
growth/pro-family policies like the Tax Cuts and Jobs Act of 2017.

Instead, we should be focusing this Committee’s time on policies
that create jobs, increase wages, and expand opportunities for all
Americans. Having lived in extreme poverty as a child myself, I am
so grateful that we live in a country where Americans from all
walks of life have the opportunity to improve their economic situa-
tion.

And we must continue to build upon pro-growth successes, such
as the Tax Cuts and Jobs Act, to ensure upward economic mobility
is within reach for all hardworking American families.

Today I look forward to hearing more about the leading proposal
for wealth redistribution, the universal basic income. We have
heard a lot about universal basic income over the last few months
as presidential hopefuls discuss ways to address what they call the
income inequality crisis in our country.

Just last week we heard one presidential candidate reiterate his
support for a program that would give, give $12,000 a year to each
and every American adult. With a $28 trillion price tag, this type
of proposal would not just bust the budget and compound our exist-
ing mandatory spending crisis, but it would also diminish the dig-
nity of work.

The Budget Committee is supposed to be the Committee of fiscal
discipline, and we have a responsibility to ensure that our govern-
ment’s finite resources are helping to grow the economy, create
jobs, and raise wages for all. That is why my Republican colleagues
and I will continue to support pro-growth policies that expand op-
portunities, create jobs, and ensure that wages continue to rise.

This past year was the first tax year under the new Tax Cuts
and Jobs Act, and American families kept more of their hard
earned money. As a result of the law, a family of four with $73,000
of income received a $2,000 tax cut, a 58 percent reduction in fed-
eral taxes. And by nearly doubling the standard deduction and pre-
serving and strengthening provisions that support families, such as
doubling the child tax credit, the Tax Cuts and Jobs Act ensures
that Americans can keep more of their hard earned money to
spend, save, and invest as they see fit.

Families are seeing bigger paychecks with the median income
rising by 3.4 percent in 2018, and fewer Americans are living in
poverty, with the poverty rate dropping from 12.3 percent to 11.8
percent, according to the latest Census Bureau data.
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Mainstream economists agree that strong economic growth is the
key to increasing wages and living standards so we should be doing
all we can to ensure our current economic growth continues and ex-
pands.

Once again, I return to this idea that we are here asking the
wrong question. This hearing should not be about income inequal-
ity. Instead it should be about policies that encourage economic
growth to provide all Americans with more opportunities for up-
ward mobility.

And while we have made important strides over the past few
years, the cost of living for middle class families continues to rise,
predominantly in heavily regulated and subsidized sectors of the
economy, including healthcare, higher education, and housing.

Republicans stand ready to tackle the root causes of these cost
increases so we can put the American dream within reach for more
families across our great nation. Implementing free market policies
to increase competition and drive down prices in these important
sectors can build upon our current progress rather than exacer-
bating our problems by raising taxes and slowing economic growth.

It is my hope that in today’s hearing we will discuss how we can
help people succeed in our economy by enacting policies that grow
the economy, create jobs, and boost paychecks for Americans from
all walks of life.

With that, Mr. Chairman, I yield back.

[The prepared statement of Bill Johnson follows:]
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HOUSE
BUDGET Rep, Steve Womnack

BUDGET | REPUBLICANS Ranking Member

Vice Ranking Member Bill Johnson (R-OH) Opening Remarks at Hearing
Entitled: Solutions to Rising Economic Inequality

As Prepared For Delivery:

Thank you, Mr. Chairman. It seems this Committee has once again convened a hearing that does not focus on what we
are here to do - advance a budget and manage our ballooning national debt.

The title of today's hearing is “Solutions to Rising Economic Inequality”, but I'm concerned this hearing is focused on
the wrong premise - that income inequality can only be solved by redistributing wealth, increasing the minimum wage,
and eliminating pro-growth, pro-family policies like the Tax Cuts and Jobs Act of 2017.

Instead, we should be focusing this Committee’s time on policies that create jobs, increase wages, and expand
opportunities for all Americans. Having lived in extreme poverty as a child, | am so grateful that we live in a country
where Americans from all walks of life have the opportunity to improve their economic situation. And, we must
continue to build upon pro-growth successes, such as the Tax Cuts and Jobs Act, to ensure upward economic mobility
is within reach for all hard-working American families.

Today, H ook forward to hearing more about the leading proposal for wealth redistribution: Universal Basic Income. We
have heard a lot about Universal Basic income over the last few months, as presidential hopefuls discuss ways to
address what they call the “income inequality crisis” in our country.

Just last week, we heard one presidential candidate reiterate his support for a program that would give $12,000 a year
to each and every American adult. With a $28 trillion price tag, this type of proposal would not just bust the budget and
compound our existing mandatory spending crisis, but it would also diminish the dignity of work.

The Budget Committee is supposed to be the Committee of fiscal discipline, and we have a responsibility to ensure that
our government’s finite resources are helping to grow the economy, create jobs, and raise wages for all. That's why my
Republican colleagues and | will continue to support pro-growth policies that expand opportunities, create jobs, and
ensure that wages continue to rise.

This past year was the first tax year under the new Tax Cuts and Jobs Act, and American families kept more of their hard-
earned money. As a result of the law, a family of four with $73,000 of income received a $2,000 tax cut - a 58 percent
reduction in federal taxes. And, by nearly doubling the standard deduction and preserving and strengthening provisions
that support families such as doubling the Child Tax Credit, the Tax Cuts and Jobs Act ensures that Americans can keep
maore of their hard-earned money to spend, save, and invest as they see fit.

Families are seeing bigger paychecks with the median income rising by 3.4 percent in 2018, and fewer Americans are
tiving in poverty, with the poverty rate dropping from 12.3 percent to 11.8 percent, according to the latest Census
Bureau data. Mainstream economists agree that strong economic growth is the key to increasing wages and living
standards, so we should be doing all we can to ensure our current economic growth continues and expands. Once again,
I return to this idea that we are here asking the wrong question - this hearing should not be about income inequality.
Instead, it should be about policies that encourage economic growth to provide all Americans with more opportunities
and upward mobilitv.
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And, while we have made important strides over the past few years, the cost of living for middle-class families continues
to rise - predominantly in heavily regulated and subsidized sectors of the economy, including health care, higher
education, and housing.

Republicans stand ready to tackle the root causes of these cost increases, so we can put the American dream within
reach for more families across our great nation.

implementing free-market policies to increase competition and drive down prices in these important sectors can build
upon our current progress, rather than exacerbating our problems by raising taxes and slowing economic growth.

it is my hope that in today’s hearing, we will discuss how we can help people succeed in our economy by enacting
policies that grow the economy, create jobs, and boost paychecks for Americans from all watks of life.

With that, Mr. Chairman, 1 yield back.
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Chairman YARMUTH. I thank the gentleman from Ohio for his
opening statement.

And in the interest of time, if any other Members have opening
statefinents, you may submit those statements in writing for the
record.

Once again, I would like to thank all of our witnesses for being
here this morning. The Committee has received your written state-
ments, and they will be made part of the formal hearing record.
Each of you will have five minutes to give your oral remarks.

Dr. Boushey, you may start when you are ready.

STATEMENT OF HEATHER BOUSHEY, PH.D., PRESIDENT AND
CEO, WASHINGTON CENTER FOR EQUITABLE GROWTH; THE
HON. WILLIAM E. SPRIGGS, PH.D., CHIEF ECONOMIST, AFL-
CIO, AND PROFESSOR, DEPARTMENT OF ECONOMICS, HOW-
ARD UNIVERSITY; KISMET EVANS, HOME HEALTHCARE
WORKER, LAS VEGAS, NEVADA; AND RAMESH PONNURU, VIS-
ITING FELLOW, AMERICAN ENTERPRISE INSTITUTE

STATEMENT OF HEATHER BOUSHEY, PH.D.

Dr. BousHEY. Thank you. Thank you, Chairman Yarmuth and
Ranking Member Womack, for inviting me to speak today. It is an
honor to be here.

My name is Heather Boushey, and I am President and CEO of
the Washington Center for Equitable Growth. We seek to advance
evidence-backed ideas and policies that promote strong, stable, and
broadly shared economic growth.

I am an economist by training, and I would like to summarize
for you what the economics field has discovered about economic in-
equality in all its forms, income, wealth, and across firms, to name
a few, and their effects on productivity and growth.

To get to the punchline, what we found is that inequality con-
stricts growth by obstructing, subverting, and distorting the proc-
esses that lead to higher productivity, greater output, and overall
wellbeing.

Let me start with the current economic situation. We are in the
longest expansion in recorded U.S. history. The economy continues
to add jobs month after month, and the unemployment rate re-
mains historically low, but the strong headline numbers have not
translated into the kinds of wage gains we would expect to see for
workers up and down the income ladder.

As has been increasingly become the case over the past four dec-
ades, earnings for low and middle income Americans have grown
slowly or not at all, while incomes for those at the top, both in
terms of income and wealth, have surged. From 1980 to 2016, those
in the top 1 percent saw their incomes after taxes and transfers
rise by more than 180 percent, and those in the top .001 percent
saw their incomes grow by more than 600 percent.

At the same time, those in the bottom half of the income spec-
trum saw only a 25 percent increase, according to research by econ-
omist Thomas Piketty, Emmanuel Saez, and Gabriel Zucman.

They further find that that the richest 160,000 American families
own a collective $11 trillion dollars in wealth, or as much as the
entire bottom 90 percent of the U.S. population.
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The Census Bureau and Federal Reserve likewise confirm that
inequality by wealth and income are reaching record levels and
continue to grow.

Now, some argue that focusing on inequality is misplaced, and
that the most important goal is to grow the pie and just to focus
on growth. To be very clear, the empirical evidence from the eco-
nomics profession shows that this is wrong. There is a large and
growing body of research that shows that we cannot create strong
or broadly shared economic gains through a policy agenda that pre-
sumes that growth follows from allowing those at the top to reap
the bulk of the gains.

Our inequality-filled economy now grows slower than it did when
we were less unequal. Over the past few decades we have grown
at an annual pace of about 1.3 percent, compared to a larger 1.7
percent in the 1960s and 1970s.

So how do we get back to growth that is strong, stable, and
broadly shared? Well, we need to confront the fact that we have
spent decades systemically undermining the capacity of institutions
that were set up to constrain and constrict inequality. We must re-
verse this.

I encourage you to think about the structural effects of con-
centrated economic wealth and power by focusing on the following
solutions.

First, I encourage you to measure what matters, to focus not just
on that aggregate growth number, but to look at what that means
in terms of income gains across the income spectrum.

The Measuring Real Income Growth Act introduced by Rep-
resentative Carolyn Maloney would tell us what growth looks like
for low, middle and high income Americans and allow us to design
policies accordingly.

Second, we need to rebuild institutions, such as unions, that are
inclusive, broad based, and diverse and represent the voices of
working and middle class families. I am sure Dr. Spriggs will dis-
cuss this in more detail.

Third, we must address concentrations of wealth and power and
the inherently subversive effects they have on our markets and
economy through stronger antitrust enforcement and funding.

Industries from healthcare to telecommunications to airline
transportation are far more concentrated than ever, leading to
growing monopoly power for the few firms left standing. This leads
to lower wages for workers, higher prices for consumers, and less
innovation. All of that is underscored by recent empirical evidence.

Fourth, as my other fellow witness will undoubtedly testify,
working people need support and laws that protect their oppor-
tunity to move ahead in life and to care for their families and their
personal needs. They need a higher minimum wage.

We also need to protect a worker’s right to know their work
schedule and other policies that allow them to address conflicts be-
tween work and family.

Finally, the United States should join its international peers in
offering a national paid family medical leave program. Core to this
agenda is the need to rebalance the power between those that have
access to resources and those who do not. The current situation



45

cannot and has not provided a path forward for strong, stable, and
broadly shared income gains across the income distribution.

Thank you very much for your attention.

[The prepared statement of Heather Boushey follows:]
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Heather Boushey
Washington Center for Equitable Growth
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Hearing on “Solutions to Rising Economic Inequality”

September 19, 2019

Thank you, Chairman Yarmuth and Ranking Member Womack, for inviting me to speak today.
It’s an honor to be here.

My name is Heather Boushey and I am President and CEO of the Washington Center for
Equitable Growth. We seek to advance evidence-backed ideas and policies that promote strong,
stable, and broad-based economic growth.

The United States is experiencing the longest economic expansion in our history. The economy
continues to add jobs month after month and the unemployment rate remains historically low.
But unlike in past expansions, the strong headline jobs numbers have not translated into strong
wage gains for workers. Instead, the benefits of the economic recovery are disproportionately
accumulating to the already wealthy. The well-being of working- and middle-class families has
become detached from economic growth as those at the top of the income and wealth ladders
capture more and more of those gains. Over the past four decades, earnings for low- and middle-
income Americans have grown slowly—or not at all—while incomes and wealth have surged at
the top.

The latest economic research from across the disciplines shows the many ways that high
economic inequality—in incomes, wealth, and across firms—serves to obstruct, subvert, and
distort the processes that lead to widespread improved economic well-being. In short, the
evidence increasingly points to the conclusion that today’s high concentrations of economic
resources are constricting economic growth. Yet, our nation has spent decades systemically
undermining the capacity of institutions that were set up to contain and constrain economic
inequality. This has made it impossible for the market to work as advertised. The current
situation cannot provide a path forward for strong, stable, and broadly-shared income gains
across the income distribution.

Policymakers can preserve the best of our economic and political traditions, and improve on
them, by pursing policies that can both reduce economic inequality and boost growth. The most
critical steps are those that limit inequalify’s ability to constrict our economy and tackle the ways
that the concentration of economic resources translate into political and social power. Core to
this agenda is the need to rebalance the power between those who have access to resources and
those who do not. I encourage you to think about the structural effects by focusing specifically
on:

o Building inclusive, broad-based, and diverse institutions representing the voices of
working- and middle-class families
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Policies that directly boost incomes at the bottom

Market structure and competition

Promoting fairness in who pays taxes

What policymakers both do with the revenue they have and what they must do to cope
with too-little revenue.

® ® @ &

As a first step, I encourage you to redefine the goal—to focus not on the stock market, headline
jobs numbers or just Gross Domestic Product, but on ensuring that economic growth reaches
Americans across the income spectrum.

In my testimony, I will first review the longer-term economic challenges facing the U.S.
economy, including rising inequality and falling mobility. I will then tumn to the ways in which
economic inequality hurts growth and productivity and offer a series of solutions to combat the
problem of systemic and growing inequality.

The rise in income and wealth inequality

Families across our nation aren’t feeling the benefits of growth in their daily lives and many
national econornic statistics are becoming less representative of the experience of most
Americans. The implication for how policymakers and economists alike evaluate the economy is
that average economic progress is pulling away from median economic progress. We see these
same divergent trends across multiple measures of economic wellbeing: wages, income, and
wealth.

Prior to the 1980s, economic growth was equitably shared between most Americans. But we are
now in a new economy, which is both growing slower than in the past and where growth mostly
accrues to those at the top of the economic ladder. Incomes for the working-class and the middle-
class families have grown slowly for decades while incomes at the very top have exploded.

Since 1980, GDP growth (an incomplete measure, as I discuss below) has been slower overall—
growing at an annual pace of 1.3 percent compared to 1.7 percent in the three decades before.
From 1980 to 2016, those in the top one percent saw their incomes after taxes and transfers rise
by more than 180 percent, and those in the top 0.001 percent saw their incomes grow by more
than 600 percent. Meanwhile, those in the bottom half saw only a 25 percent rise, find
economists Thomas Piketty, Emmanuel Saez, and Gabriel Zucman. To be very clear, this data
show that only those at the very tippy top have had truly sizeable gains during this period.! (See
Figure 1, on page 3.)

Other research confirms the large growth in inequality since 1980. Last week, the U8, Census
Bureau released estimates showing that in 2018 the top S percent of income earners took home
almost as much of our national income as the bottom 60 percent (23.1 percent compared to 25.5
percent). They also show that U.S. inequality, as measured by the Gini Coefficient, remains near
record highs, having grown steadily since 1980.%
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Prior to this period, there was little need to separate out or “disaggregate” national growth
because the headline GDP growth statistic was broadly representative of most Americans.
Unfortunately, that is no longer the case.

GDP growth has been treated for decades by pundits and policymakers alike as synonymous with
prosperity. President John. F. Kennedy famously alluded to it when he said that “a rising tide lifis
all boats.” In the decades since, economists and commentators have used the metaphor of
“growing the pie” to indicate that we should first and foremost be concerned with growing the
economy rather than concerning ourselves with who gets a slice. But as Figure 1 demonstrates,
overall growth of the economic pie is no longer correlated with prosperity for many Americans.
Representative Carolyn Maloney has a proposal to make GDP growth representative of all
Americans again, which 1 discuss later in my testimony.

The unequal distribution of income exhibits inequalities by gender and race as well. Those that
occupy the highest rungs on the income ladder are much more likely to be male and white, which
means that women and people of color are less likely to have access to the economic and
political power that higher incomes confer. The U.S. Census Bureau reports that 32 percent of
white households earn $100,000 or more—about double the 16.7 percent for black households.
Conversely, more than one in 8.7 black households earns less than $15,000, compared to fewer
than one in 19 white households.?
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Inequality of Wealth

Income is the flow of money while wealth is the stock of accumulating assets—money, but also
property, stocks, bonds, and other kinds of capital. The distribution of wealth across U.S.
households is even more severely unequal than income.* Research by Saez and Zucman
documents that in the 1920s, the share of wealth owned by the top 1 percent of households by
wealth was 51 percent. As with the share of income owned by the top 1 percent, this fell during
the middle of the 20th century by more than half, hitting a low of 23 percent in 1978. Since then,
however, wealth gains at the top have grown even faster than income—those in the top 1 percent
now control 42 percent of all wealth and the top 0.1 percent control more than 22 percent of all
wealth in the U.S. economy, three times as much as a generation ago. This amounts to 160,000
families owning a collective $11.7 trillion. In 2018, this groups share of wealth was equal to that
of the bottom 90 percent of Americans.’ (See Figure 2.)
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The Federal Reserve Board's new Distributional Financial Accounts also show that wealth is
strongly concentrated, with 10 percent of the population holding 70 percent of all wealth in the
United States in 2018. The bottom 50 percent of wealth owners experienced no growth in net
wealth since 1989. Meanwhile, the top 1 percent saw their wealth grow by almost 300 percent
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since 1989. Although cumulative growth of wealth was relatively similar among all wealth
groups through the 1990s, the top 1 percent and bottom 50 percent diverged around 2000. (See
Figure 3.}
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Economic inequality and the fall in economic mobility

Moving up the economic ladder and earning more than the previous generation is at the heart of
“the American Dream,” still an ideal that many Americans cherish. But groundbreaking research
now shows that inequality is hindering upward absolute mobility, obstructing people from
moving up as the rungs of the ladder grow further apart.

Harvard University economist Raj Chetty and his co-authors looked across generations and
found that when people born in 1940 were in their prime work-age years, nearly all—92
percent—had an income that was higher than their parents had at the same age. But when those
born in 1980—the Reagan-era children—hit their 30s, only half had an income higher than their
parents had at the same age. Middle-income Americans have experienced the largest decline in
economic mobility.® Looking across the income spectrum, the researchers found that 70 percent
of the decline can be explained by the rise in inequality. We could only close 30 percent of this
“mobility gap” by raising growth alone. (See Figure 4.)
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Figure 4
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Inequality limits opportunity for those not already at the top. Everyone needs some measure of
capital to start up a business, to give a child a college education, or to take care of sudden
medical emergencies. Yet increasingly only the very wealthy have the means to do so without
risking their future livelihoods by going into serious debt. In this way we can see that inequities
in income and wealth can replicate themselves across generations. Solving falling economic
mobility will require tackling economic inequality and all the ways it barms our economy.
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Economic inequality is bad for the economy
Inequality constricts growth by:

¢ Obstructing the supply of people and ideas into our economy and limiting opportunity
for those not already at the top, which slows productivity growth over time

* Subverting the institutions that manage the market, making our political system
ineffective and our labor markets dysfunctional

¢ Distorting demand through its effects on consumption and investment, which both drags
down and destabilizes short- and long-term growth in economic output

Inequality obstructs the supply of talens, ideas, and capital

The economic circumstances that children are born into affect children’s development in
everything from their health to their ability to focus at school to their educational opportunities,
and these, in turn, affect their economic outcomes as adults. Research by economists shows the
links between factors such as children’s varying birth weights and their different fevels of school
performance, job-holding, and earnings as adults relative to others with similar skill sets.

Even when children have access to skills, inequality obstructs their contributing to the economy
to the best of their abilities, and these obstructions hinder productivity and growth. Research led
by Harvard’s Chetty measured what is more important to earning a patent later in life: scoring
high on childhood aptitude tests or parental income. Disturbingly, the richer the family, the more
likely the child will be to earn a patent—far outweighing demonstrated intelligence. If a child
who shows aptitude early on cannot climb the income and wealth ladder, then there’s something
broken in the way our economy works. Inequality has blocked the process and, as result, drags
down national productivity by making our workforce less capable than it could be and our
economy less innovative.

Inequality subverts the institutions that manage the market

Growing inequality is subverting the public institutions and the policymaking process we need to
support our economy. It discourages a focus on the public interest and promotes the efforts of
firms to accrue larger profits than truly competitive markets would allow.

Today, firms are able to manipulate the functioning of the marketplace because economic
inequality gives their owners the financial wherewithal to wield political influence. By exerting
pressure on political processes, they can minimize the taxes on firms, owners of capital, and top-
salaried workers. And they can rewrite laws and regulations in their favor. Research shows that
Jower taxes on those at the top of the income ladder do not lead to the kinds of beneficial
outcomes some economists and policymakers suggest. The evidence is that when the rich pay
less in taxes it encourages them to act in uaproductive ways. (See Figure 5.)
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When a firm has too much power in its product or services market, it has monopoly power,
which means it can raise prices with impunity and stymie competition. Indeed, our economy is
increasingly dominated by a few firms in many industries. In healthcare markets, the biggest
healthcare companies are increasing their stronghold by merging and then charging higher
prices, which in turn leads to higher profits for managers and shareholders alongside less
affordable—and sometimes lower quality—healthcare for everyone else. It also means lower
wages for those working increasingly in what economists call “monopsony labor markets,”
where there’s only one or a handful of employers in a given market, giving these firms outsized
wage-setting power. What’s happening in health care is emblematic of changes across our
€COnomy.

By subverting our economy in various ways, inequality undermines confidence that institutions
of governance can deliver for the majority. But for the economy to function, the public sector
needs to function, and function well. In the 19th and 20th centuries, the U.S. government
implemented policies that launched many families with a solid financial foundation, including
the Homestead Act, the estate tax, universal primary and secondary schools and land grant
colleges across the nation, and the GI Bill. These policies weren’t perfect and were
discriminatory in multiple ways, but they showed that the federal government could embark on
big agendas to reduce inequality. Today, however, inequality in wealth and power is thwarting
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the government from taking on collective endeavors that provide the foundation for broad-based
economic growth while promoting the interests of monopolists and oligopolists over others.

Inequality distorts both consumption and investment

Ineguality distorts everyday decision-making by consumers and businesses. These outcomes are
evident at the macroeconomic level. People’s spending drives business investment as consumers
account for nearly 70 cents of every dollar spent in the United States. But for the past several
decades, U.S. families in the bottom half of the income distribution have seen no income gains,
and the gains for those families not among the top 10 percent of income earners have been
meager. This means that if firms were to invest more, they may not be able to sell additional
goods and services because consumers might not be in positions to buy them.

Many businesses, eyeing demand, have understandably not invested much over this period. U.S.
firms are sitting on record-high piles of cash, which have been steadily accumulating since the
1980s.” Others have found customers willing to purchase their wares, but only because of the
financially unstable expansion of household debt-—as seen especially in the run-up to the Great
Recession in the middle of the last decade, and as is occurring again today.® Growing economic
inequality thus destabilizes spending because everyday consumers either don’t have enough
money to spend or are borrowing beyond their means to buy what they need.

Inequality is even driving changes in what firms are producing, with a number of economic
implications for innovation and even inflation. Xavier Jaravel at the London School of
Economics finds that businesses are investing in new products targeted at high-end consumers
while developing fewer products for those in the lower end of the market. For those at the low
end, there’s less competition for their business, which means lower productivity, lower
innovation, and higher prices and inflation. This shows up in the data: Jaravel found that between
2004 and 2013, families with incomes greater than $100,000 per year saw yearly prices rise by
0.65 percent less than for families earning below $30,000 in the respective bundles of goods that
those families bought.

With consumption dragged down by flagging middle-class incomes, too much money in the
hands of those at the top, and investors sitting on the sidelines, conditions are ripe for an increase
in the supply of credit. The deregulation of the financial sector over the past 40 years has made it
easier to lend to U.S, households—in no small part due to the influence of the financial services
industry. Empirical research and the U.S. experience over the past several decades show the
consequences of these distortions and how credit-driven economic growth both increases
economic instability and leads to lost economic opportunity.

Selutions for economic inequality

Policymakers can preserve the best of our economic and political traditions, and improve on
them, by pursing policies that can both reduce economic inequality and boost growth. The most
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critical steps are those that limit inequality’s ability to constrict our economy and tackle the ways
that the concentration of economic resources translate into political and social power. The
solutions start with addressing the subversions caused by inequality, which then creates the
opportunity to remove obstructions and limit distortions in the broader economy. The market
cannot function to benefit most Americans if it’s being subverted by the economic power of a
small group at the top of the economic ladder.

Measure what matters

To properly design policy, lawmakers need the right measurement tools, otherwise they might be
termpted to pass laws that raise average outcomes without actually helping families across the
income spectrum. Yet many of the statistics we rely on to inform us about the state of our
economy are measures of the mean and, in an era of rising inequality, are becoming less
informative about the experience of the majority of people you represent.

To address this, Congress should require the U.S. Bureau of Economic Analysis to release
growth data that is broken down by income group each quarter alongside Gross Domestic
Product. By focusing less on an unrepresentative average for the U.S. economy and instead on
how income gains are distributed, policymakers can ensure that no one is left behind, regardless
of their zip code or demographics.

H.R 707, The Measuring Real Income Growth Act, introduced by Representative Carolyn
Maloney, would disaggregate quarterly or annual GDP growth numbers, telling us how much of
that growth accrued to low-, middle-, and high-income Americans. This would provide
policymakers with a new tool to track the progress of the economy, evaluate how past policy is
changing our economic fortunes, and guide future economic decision-making.

Increase bargaining power for workers

Policymakers must ensure there’s a bulwark against concentrated economic power by improving
workers’ ability to bargain with employers over pay and working conditions. Civic institutions,
especially unions, that once served as voices for everyday wage-earning workers have suffered a
long decline. Unions were traditionally the most vocal and ardent advocates for the middle class,
but now only 1 out of every 15 private-sector workers belongs to a union. In the early 1950s, a
third of private-sector workers did.

New ideas for how to revitalize the U.S. labor movement and strengthen worker bargaining
power abound. These include:

» Making it easier for workers to organize a union, including through reforms to the
collective-bargaining process and stiffer enforcement and penalties for employers who
violate the law

» Extending union contracts to non-union workers, a process that is widely used in similar
countries and called sectoral bargaining

10
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»  Structurally incorporating unions into the policymaking process

o Making union membership the default status for many workers

¢ Allowing unions to manage public benefits, such as unemployment insurance

s Privileging firms that cooperate well with unions in government contracting and other
arenas

e Launching a global agreement modeled on the Paris Climate Accord that explicitly
targets higher unionization rates

Any of these policy proposals could improve U.S, workers’ ability to bargain with employers
over pay and working conditions.’

It’s no accident that, back when unions were strong, the fruits of U.S. economic growth were
more broadly distributed to unionized and non-unionized workers alike. Solutions will require
not only reinvigorating civic institutions—be they in formal unions or other kinds of worker
solidarity organizations—but also addressing how the legal landscape has become increasingly
hostile to non-~corporate civic engagement. Business associations and their allies in politics
pushed through so called “right-to-work” laws that restrict collective bargaining, and have filed
serial successful lawsuits designed to cripple unions’ ability to fund their activities. Restoring
balance will require rethinking these policies.!”

Tncrease the minimum wage

Increasing the minimum wage is vital to raising living standards at the bottom of the income
spectrum and for the most disadvantaged workers. Research indicates that higher minimum
wages helps workers in a multitude of ways, by lowering the poverty rate, increasing earnings
for low-wage workers, and decreasing public expenditures on welfare programs.'!

The minimum wage also plays an important role in decreasing earnings disparities for
disadvantaged groups. The expansion of the federal minimum wage to cover additional
industries in the 1966 Federal Labor Standards Act explained 20 percent of the reduction in the
black-white wage gap during the Civil Rights era. And the poverty rate for black and Hispanic
families would be around 20 percent lower had the minimum wage remained at its 1968
inflation-adjusted level and not been allowed to languish and atrophy for vears.'?

Previous generations of economists were concerned that minimum wage increases could harm
employment, but there is ambiguous or no evidence for this conjecture. New, high-quality
research concludes that raising the minimum wage increases incomes at the bottom without
costing jobs—whether that research examined administrative data sources that follow workers
over several years,”’ conducted meta-analysis of 138 different minimum wage increases,'* or
examined the U.S. cities that have pushed their minimum wages higher than any others.'’

11
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Address monapoly power

The U.S. economy is increasingly dominated by a fewer firms, meaning higher profits for
shareholders but higher prices and lower wages for typical U.S. families—especially as workers
face monopsony labor markets in which firms have the power to set low wages. There must be
rules that ensure that those with the most economic power cannot subvert the market to benefit
themselves at the expense of workers and consumers. Congress needs to clarify that antitrust
laws protect competition—in all of its forms, not simply where it affects consumer prices. In
cases of uncertainty, the laws should favor competition over concentration.

Attending to the issue of monopsony would be a new and crucial step for antitrust regulators. As
a way to start, policymakers should consider how mergers affect labor markets. A merger
between two companies that are ostensibly in different markets (and thus would be swiftly
approved) might in fact be anticompetitive because they compete for the same employees. '

On top of everything else, in recent decades federal antitrust enforcers have not had the resources
they need to do their job of preventing anticompetitive consolidation. Since 2010, the number of
requests for merger reviews filed at the two federal antitrust agencies has increased by more than
50 percent, but appropriations to the agencies that enforce the antitrust laws have fallen
precipitously in real terms. (See Figure 6.)
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Not surprisingly, despite the wave in mergers, there has been no increase in merger enforcement.
Research shows that merger enforcement has narrowed its focus to mergers at the highest levels
of concentration and permitted more consolidation. Between 2008 and 2011, there were exactly
zero enforcement actions taken for mergers that would result in more than four significant
competitors in the industry. Congress should ensure that enforcers have the resources they need
to do their jobs.!”

Tax wealth

it is clear what kinds of policies will worsen all the trends discussed here. The Tax Cuts and Jobs
Act of 2017 was sharply regressive, with high-income families enjoying larger tax windfalls in
both the short- and long-term than low- and middle-income families.

Proponents claimed the new tax law would boost wages by $4,000 per year.'® But there is no
evidence 1o suggest such an increase is coming. Despite the already strong economy, inflation-
adjusted wage growth has been moderate at best in the nearly two years since the law was
passed. Proponents claimed that the law would lead to a boom in business investment in things
such as factories and technology, but the modest increase in investment in 2018 relative to trend
was primarily the result of fluctuations in oil prices.!” Investment has already declined from that
modest level in 2019, Instead, it is clear that corporations have used their tax windfall to give out
arecord $1 trillion-plus in stock buybacks in 2018.%°

Policymakers have room to raise taxes at the top of the income ladder and, indeed, empirical
analysis indicates that this will likely have economic benefits above and beyond raising revenue.
The top marginal income tax rate is now less than half what it was in the mid-20th century,
which has allowed individuals at the top to accumulate wealth and power far beyond what
previous generations of wealthy Americans could amass. Nobel Prize winning economist Peter
Diamond and Saez found that the United States could have approximately doubled the tax
burden on the top 1 percent of income earners in 2007, and that “would still leave the after-tax
income share of the top percentile more than twice as high as in 1970.”%

Given that the top one percent controls more than 40 percent of U.S. wealth, and these fortunes
have been amassed in part by utilizing tax shelters and preferential rates only available to the
truly well-off, one avenue to focus on is how to tax wealth more and better. (See Table 1.)

First, capital gains taxes are too easy to avoid. Under current law, capital gains and losses are
taxed only when the gain or loss is realized, generally when the underlying asset is sold. Some
assets are passed on to heirs at death and are never taxed. Instead, lawmakers could implement a
system of mark-to-market taxation where investors would pay tax on the increase in the value of
their investments each year. Switching to a system such as this would equalize the tax treatment
of income from labor and income from capital, making the tax system more progressive,

13
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efficient, and fair. It could even include a high exemption so that it only applies to the truly well-
off.

Second, policymakers could make it harder for corporations to avoid taxation by shifting income
across international borders by moving to either a destination-based tax system or imposing a
global minimum tax (higher than the one imposed in the Tax Cuts and Jobs Act of 2017).

Third, federal lawmakers could impose a new net worth tax on very wealthy individuals, which
could function similar to net worth taxes in other countries and be a more comprehensive version
of the property taxes levied on the state and local level. Because wealth is so unequally

distributed, a tax with a very high exemption could still raise hundreds of billions of dollars for
needed investments.?
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Enable all children to thrive at an early age

Investments in people—through education, training, and care—are as important to the economy
as physical capital, something that economists have recognized since the 1960s. Today, we need
a national commitment not only to ensure equal access to primary and secondary school but also
to end unequal access to early childhood education and care. Early childhood education must be
paired with a sensible policy on childeare. The primary source of federal funding for childcare
subsidies for low-income working families is the Child Care Development Fund, but this reaches
only about one in six eligible children. Ideas for improving access to childcare include expanding
subsidies to ensure that no family pays more than a reasonable share of its income—perhaps
seven percent. Reforms should also be paired with measures to improve the wages of childcare
workers, and in doing so boost the quality of that care.”
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Congress can address some of the well-documented inequities in child health, mortality, and
basic resources by making sure that programs such as SNAP, Medicaid, WIC are protected from
cuts and work requirements. Work requirements have been shown by research to lower the
effectiveness of these programs by, among other things, burying participants in red tape and
confusing eligibility requirements.

Allow workers to manage their lives

Over the course of their careers, most workers will experience a life event—whether itisa
serious personal medical issue, the birth of a child, or the need to care for a loved one who is
ill—that they will need to address outside of work. But currently, the Family and Medical Leave
Act of 1993 falls far too short, providing unpaid leave to only 60 percent of workers. Paid leave
provides the right to time off with pay so that workers can continue to cover the electricity bill
and put food on the table while they focus their attention on addressing their needs or the needs
of their family members. Six states have put in place statewide paid-family-leave programs (and
soon the District of Columbia), which ensure that any parent, not just one at a high-income level,
can spend time with a new baby or a seriously ill child and have income support.?* These
existing models are replicable on the federal level.”®

Further, most low-income parents do not have access to the work-life scheduling policies and
support they need to address conflicts between work and caring for young children. Modern
retail and warehousing scheduling practices are not the inevitable consequence of technological
change or market necessities. Rather, employers are using new scheduling technology as a tool
when they engage in a well-documented phenomenon in the labor market called “risk shifting.”
As worker bargaining power has weakened and American ideas about individual responsibility
have changed since the 1970s, employers have increasingly shifted economic risk from business
owners and shareholders to workers. This “risk” is often thought of as changes to worker
compensation and job security, but changes in scheduling practices also are a key dimension of
risk shifting.

Today, employees’ schedules are highly responsive to employers’ perceptions of the ebbs and
flows of consumer demand. As a result, their schedules are irregular and unpredictable. When
employers treat workers as widgets to be used or discarded erratically, what are the
consequences for worker well-being? Economists Danny Schneider at the University of
Cailfornia, Berkeley and Kristen Harknett at UC-San Francisco show that just-in-time schedules
are associated with psychological distress and poor sleep, while other research points to
unpredictable scheduling harming workers’ children’s outcomes. 2?7

Sustainable and productive investment

Policymakers should make greater investments in large-scale projects, such as upgrading the
nation’s failing transportation infrastructure, addressing climate change, and investing in people
and families. These projects encompass traditional investments in water and transportation as

15
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well as developing the technology to limit the emission of greenhouse gases and to address the
consequences of climate change. There’s a comprehensive agenda to be enacted to make
investments in the development and deployment of green energy, in mitigating the adverse
effects of climate change on our food supplies, and to assist communities upended by the rising
prevalence of climate change-induced natural disasters.?8

Without additional revenue, government cannot make these critical investments and the public
knows that public investments are important and lacking. A majority of Americans say that
poorly maintained schools are a threat to our children, and a majority think that all Americans
are endangered by the poor quality of our drinking water infrastructure.”® A Harvard-Harris Poll
in 2017 found, more emphatically, that 84 percent of Americans want to invest more in
infrastructure, and 76 percent agree that government should be at least partially responsible for
that investment.” Governments, within reason, need to spend and regulate to encourage growth,
not simply cut and run. The long-term decline in revenue has starved resources that can be
directed to critical public investments.

Conclusion

When we start from a focus on who gains from rising economic prosperity, we see that rising
economic concentration in income, wealth, and firms constricts growth and productivity by
obstructing access to those not already at the top, subverting the institutions that manage the
market, and destabilizing the macroeconomy through distorting both consumption and
investment. This Committee has a vital role in resetting our national policies and making sure
that our economy is not longer bound by inequality. Thank you for again allowing me to testify
on this topic today.
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Chairman YARMUTH. Thank you for your testimony.
I now recognize Dr. William Spriggs for five minutes.

STATEMENT OF THE HON. WILLIAM E. SPRIGGS, PH.D.

Dr. SpriGGS. Thank you, Chair Yarmuth, for this invitation to
speak, and to Vice Ranking Chair Johnson and Members of the
Committee, good morning.

I am happy to offer this testimony on behalf of the AFL-CIO,
America’s house of labor, representing the working people of the
United States, and based on my expertise as a professor at Howard
University in the Department of Economics.

Income inequality is a challenge for the Committee on the Budg-
et. It is already well established that the biggest challenge to Social
Security’s funding is the unprecedented rise in income inequality
that started in the 1980s. Addressing the cap on Social Security
taxes to correct for that is well known and a simple fix to address
that problem.

But inequality also is a challenge because of the revenue stream.
We have the lowest taxes on the portions of national income that
are rising the most. So we have lower capital gains tax; we have
lower corporate taxes; and those are the things that are growing.

We are raising taxes on working people because that is the part
that is diminishing, but that is where the tax base is in the way
we have written the budget. That is a challenge going forward.

If you are going to get lower taxes for the rising part, that is a
problem, but there is another problem, and that is inequality hurts
growth. It slows the growth of the United States.

There is a global consensus now. The International Monetary
Fund, the Organization for Economic Cooperation and Develop-
ment, and the World Bank have all deeply studied the issue of in-
equality and growth and have concluded that rising inequality
hurts growth, and in the specific case of the United States, our rise
in inequality between 1985 and 2005 slowed our growth during the
expansion we had at the beginning of this century, a fifth lower.
Our growth rate was one-fifth lower.

That translates to around $12 billion a quarter lower than it
would have been had we maintained a higher level of equality. For
this Committee, that means about $2 billion less in tax revenue.

So inequality hurts growth. This is not a tradeoff. This is how
you get growth, and the challenge is how do we address that.

This income inequality comes from an inordinate growth of in-
come at the top. In 1968, the middle three quintiles of the United
States controlled 53 percent of the household income. That made
this a middle-income nation. The market responded to where the
money was, which was the middle.

But in 1988, the share of income for the middle dipped to 50 per-
cent. By 2004, half the income was with the top 20 percent.

The problem with that is that is where the market is. That dic-
tates the market, and specifically it dictates the market for housing
and for college because that is where the market is. Over 45 per-
cent of the market in housing is in just those one in five American
families, not the rest of us. That is where the dollars are. That is
why the price of housing is responding to their rise in income and
not to median households.
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How do we fix that? Studies have become clear. Union density
matters. Both the IMF and independent academic researchers here
in the U.S. have found, looking at the problem from a different set
of perspectives, about 40 percent of the rise in this inequality, the
money going to the top 10 percent rather than to the middle, comes
from the decline in union density.

Removing from American workers the ability to collectively bar-
gain over the productivity gains that American workers have been
producing means whoever is at the table first gets the money, not
American workers.

We can also address this by raising the income from the bottom.
We have to protect the bottom, and raising the minimum wage is
crucial to that effort.

When America had those policies of stronger collective bar-
gaining and protecting the minimum wage, wages and productivity
grew together. Labor share, therefore, stayed stable, and that
meant we had a middle income country.

The problem for the Budget Committee is imagining what will
the budget need to be in order for America to have private residen-
tial investment and higher education investment to be competitive
in the 21st century. At this level of inequality, it is not affordable.
The market cannot solve it because the bulk of Americans cannot
afford those essential investments for our growth.

We have gone from first in college educated workforces in the
1990s to 19th among the advanced economies. That is not a for-
mula for sustainable economic growth in the 21st century.

Thank you.

[The prepared statement of William E. Spriggs follows:]
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Statement of William E. Spriggs
“Wage Policies to Address Rising Economic Inequality and Why They are Needed”
Testimony prepared for
US House of Representatives Committee on the Budget
116™ Congress, First Session
Hearing on
Solutions to Rising Economic Inequality
September 19, 2019
Thank you, Chair John Yarmuth and Ranking Member Steve Womack, for this invitation to give
testimony before your Committee today on the issue of rising economic inequality. I am happy
to offer this testimony on behalf of the AFL-CIO, America’s house of labor, representing the
working people of the United States; and based on my expertise as a professor in Howard

University’s Department of Economics.

My testimony today will discuss the challenges of inequality for the Committee on
Budget, and then talk about a major source of rising inequality, which is labor’s falling share of
national income, and rising wage inequality. Inequality is a problem for creating a budget for the
United States because rising income concentration challenges a tax system to produce sufficient
revenues for national priorities when the tax policy is designed with lowering tax rates where
incomes are rising. And rising inequality slows economic growth, which will put further
downward pressure on revenues. And, aiming government actions using the federal budget to
ensure the United States has a viable economy with well trained workers is hard when rising
shares of households are priced out of making the needed private investments in housing and
education the economy needs. Given the large size of the gap in income faced by middle income
Americans, the Committee on Budget needs to look at policies that can restore labor’s share of
income. The House of Representatives has passed the Raise the Wage Act and will face a vote
on the Protect the Right to Organize (PRO) Act. These actions will reduce inequality and make

creating a federal budget easier.

Last week, the U.S. Census Bureau released its latest report on income and income
inequality in the United States. Fortunately, it showed that the major measures of income

inequality and income dispersion that had shown rising inequality since 2015 were a little lower

1
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and flat, comparing 2017 to 2018. The gap between the top 10 percent of income earners and
those at the bottom 10 percent and those at the median, fortunately fell. And broader measures
of inequality, including the Gini coefficient, the Theil and Atkinson indices fell.! While this is
good news, it does not mean the trend of rising inequality that began in the early 1980s has

necessarily begun reversing itself.

In 1968, those in the middle three quintiles of the income distribution—the “middle
income”—held 53.2 percent of all household income. But, in 1988, their share of income dipped
below 50.0 percent. By 2004, over half all U.S. household income was held by the top 20
percent of earners. America truly transformed from being a middle-income nation, where market
based economic activity was dominated by a middle class, to an unequal nation, where the

majority of economic activity was determined by less than one-in-five households.?

This has real meaning for the Committee on Budget. A driving force of this inequality is
the stagnation of American wages, resulting in a declining share of national income going to
labor. Joint with the rising share of income going to those at the top, and the recent tax
legislation has a clear problem. Recent tax legislation lowered tax rates on non-labor income,
but that is the rising share of national income; and it lowered personal income tax rates, but the
high-inicome bracket is the rising share of personal income. So, a clear challenge is devising a
budget that can fit tax revenues that are increasingly dependent on falling shares of national

income.

Another clear challenge is that the Committee on Budget will confront creating a budget
for the United States where increasingly the market is not going to be able to generate enough
income for households to buy homes or invest in their children’s education. Those key
investments are needed to fuel the economy through necessary private physical investment and
human capital growth. An increasing share of households will require increasing assistance so as

a nation we can house and educate our people for a 21% Century global economy.

To return to a middle-income nation would require shifting 6% of household income, or

about $694 billion, to those in the lower quintiles from those in the top quintile. Given the size

1.8, Census Bureau, income and Poverty in the United States: 2018, Current Population Reports P60-266
{September 2019), p.6
2 Op.cit., Table A4,
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of the challenge, it is easier to devise strategies to restore labor’s share of national income and

return to a previous trend where labot’s share was stable because wages and productivity rose

together.
Figure 1.
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Figure 1 shows that from 1948 to about 1979, productivity and the total hourly
compensation to the typical worker rose with productivity. Since 1979, productivity has
continued to climb but the median, or typical worker, has not seen their wages, retirement and

health benefits keep pace. Part of that gap is from rising wage inequality. Average hourly
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compensation has risen much faster than the median. But, as labor’s share of national income

has fallen, a gap has grown also between the growth in average compensation and productivity.’

Labor’s falling share of national income is not unique to the United States. The
Organization for Economic Cooperation and Development (OECD) has noted that among the 30
advanced economies where data is available, labor share has fallen in 26 of them.* A joint report
drafted by the OECD and the International Labor Organization (ILO) done for the 2015 G-20
meetings, showed the decline in labor share was true whether using price indices for factor costs,
as a company would weigh capital and labor costs, or using market prices, as 2 worker would
weigh their wages against the price of purchases. They found that among the advanced
economies in the G-20, the United States had the greatest decline of slightly over 10% from 1970
10 2014, exceeded only by Italy and the Republic of Korea.® In documenting this trend of the
falling labor share, an International Monetary Fund study highlights how falling labor shares are

highly correlated with rising income inequality.®

Growing inequality is key, because many major institutions have now reached consensus
that growing inequality hurts growth. Research from the IMF shows that rising inequality leads
to weaker growth (measured as Gross Domestic Product (GDP) per capita) over the medium
term—meaning a five year horizon, and further reduces the chances that an expansion period
will continue.” Similarly, the OECD independently concluded that growing inequality hurts
economic growth. Looking at the growth in inequality that took place in the United States from
1985 to 2005, they conclude that rise in inequality lowered the cumulative growth of GDP per
capita from 1990 to 2010 by about 20 per cent.® The World Bank, often concerned with helping

# Josh Bivens, Elise Gould, Lawrence Mishe! and Heidi Shierholz, “Raising America’s Pay: Why it's Our Central
Economic Policy Challenge,” Economic Policy Institute Report {June 4, 2014)

hitps:/fwww epl.org/publication/raising-americas-pa

# Qrganization for Economic Co-operation and Development (OECD), Employment Outlook 2012. (Paris, 2012).

5 International Labor Organization and OECD, The Labour Share in G20 Economies, Report prepared for the G20
Employment Working Group, Antalya, Turkey, {February 26-27, 2015}
https://www.oecd.org/g20/topics/employment-and-social-policy/The-Labour-Share-in-G20-Economies.pdf

& Mai Chi Dao, Mitali Das, Zsoka Koczan and Weicheng Lian, “Why is Labor Receiving a Smalter Share of Global
Income? Theory and Empirical Evidence,” IMF Working Paper WP/17/169

? jonathan D. Ostry, Andrew Berg, and Charalambos G. Tsangarides, “Redistribution, Inequality, and Growth,” IMF
Staff Discussion Note SDN/14/02 (February 2014). https://www.imf.org/external/pubs/ft/sdn/2014/sdn1402 pdf
& faderico Cingane, “Trends in Income Inequality and its Impact on Economic Growth,” OFECD Social, Employment
and Migration Working Papers, No. 163 {Paris 2014} htto://www.oecd.org/els/soc/trends-in-income-ineguality-
and-its-impact-on-economic-growth-SEM-WP163.odf
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low income countries, has refined the relationship between growing inequality and growth. They
note that for median and high-income countries, growing inequality slows economic growth.
Their work goes further to remove the endogeneity between GDP per capita growth and
inequality. So, their work adds greatly to the robustness of the conelusion that rising inequality
hurts economic growth.’

In both the OECD and IMF research the focus is on “net inequality,” that is, inequality
after fiscal policy intervenes to address inequality. Both the OECD and IMF speculate that a
mechanism for inequality to hurt growth is through lower levels of opportunity. Particularly in
the work by the IMF, there is no direct effect of re-distribution on growth. So, addressing
inequality through policies to increase opportunity that lowers net inequality help growth when
the redistribution policies expand opportunity. This is consistent with research findings showing
that the Earned Income Tax Credit (EITC) and Child Tax Credit (CTC), for instance, have longer
term payoffs such as: improved infant health, increased school performance, increased college

enrollment and greater intergenerational mobility.'

Figure 2 shows, for the United States, how the gap between wages and productivity
charted in Figure 1 correlates with the fall in union density. As unions and collective bargaining
agreements cover fewer workers, the correlation between rising productivity and broad wage
growth has weakened. An IMF staff working paper showed the strong relationship in advanced
economies between the decline in union density and rising share of income to the top 10 percent.
Declining union density and weakened minimum wage laws have characterized many advanced
economies since 1980. But not all countries experienced the weakening of these labor market
wage setting institutions to the same extent. Yet, all advanced economies have confronted
technological advanced and increased global integration. Technology is a potential factor in both
falling labor shares and rising income inequality, because technology can be biased toward

different skill levels. The IMF paper shows that 40% of the increase in the share of income

¢ pMarkus Brueckner and Daniel Lederman, “Inequality and Economic Growth: The Role of Initial Income,”Policy
Research Working Paper 8467, World Bank Group, Middle East and North Africa Region, Office of the Chief
Economist {June 2018) http://documents.worldbank.org/curated/en/574281528247194319/pdf/WPSBA67 . ndf
 Chuck Marr, Chye-Ching Huang, Arloc Sherman, and Brandon Debot, “EITC and Child Tax Credit Promote Work,
Reduce Poverty, and Support Children’s Development, Research Finds,” Center on Budget and Policy Priorities

Rothstein, “The Earned Income Tax Credit (EITC),” National Bureau of Economic Research, NBER Working Paper
No. 21211 {May 2015} httos://www.nber org/papers/w21211.pdf
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going to the top 10 percent can be explained by the decline union density in advanced
economies, While the paper shows little association between the minimum wage and the rising
share of income to the top, it does show that the minimum wage reduces the broader measure of

wage inequality.!!

Figure 2
The Decline of Union Density and The
Rise of the Gap Between Wages and
Productivity

T IA0%

Union Density

Gap between Producity of Workers and Median Worker
Cernpensation

piz3
%
|y
197
b
980
b3
1962
H83
iama
o
19@5
w87
sy
1999
1960
w91
=83
e
w47 : 5
b
1998
Fores)
B
o2
w03
04
205
B
w07
A
oo
w0
B
»12
;13
34
Py

FETER

X
o

As new data become available, economists have found relying on skill-biased technical
change to explain continued rises in inequality difficult. This has led to new research on unions
and minimum wages in explaining the rise in inequality. One important component of the
research is understanding the key importance unions played in raising the wages of men in low-
skilled industries. A work by Farber, Herbst, Kuziemko and Naidu reconstructs individual level
data to look at union effects on wages, controlling for skill from the late 1930s to 2017 and find
changes in union density over that longer 80 year period can explain the fall in inequality as

union density rose and the rise in inequality, including the rising share of income to the top 10

1 glorence Jaumotte and Carolina Osorio Buitron, “inequality and Labor Market Institutions,” IMF Staf Discussion
Note SDN15/14 (July 2015).
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percent, from the fall in union density since the late 1970s.'* Understanding that the wages of
union members can have spill-over effects to non-union workers, and that raises in the minimum
wage can help workers earning above the minimum wage through spillover effects, researchers
Fortin, Lemieux and Lloyd find that 37 percent of the growth in the wage gap for men in the top
10 percent and the median worker over the 1979 to 2017 period can be explained by the decline
in union density in the U.S.. This is key, because a portion of the gap between the growth of
productivity and median wages, is accounted for by the rising gap between the top 10 percent
and median workers’ wages. For women and men, they found the minimum wage was important
in explaining the problems of inequality for the bottom 10 percent of earners falling behind other

workers.

The OECD has looked carefully across its member countries to analyze how well
different collective bargaining systems function. The United States stands out because of its
very low share of workers benefitting from collective bargaining and it’s decentralized, firm-
level bargaining. Comparing across different levels of bargaining structure, this is the worst
performing type. Their report notes that higher levels of collective bargaining, particularly when
the bargaining ends up with better coordination of wages at the sectoral level, yields several
better labor market outcomes: lower wage inequality, lower unemployment rates, lower
unemployment rates for workers who are often marginalized like women and young workers,

and higher levels of job training.'*

Before the House of Representatives now, is a bill introduced by Congressman Bobby
Scott, The Protecting the Right to Organize Act (PRO Act) that will go a long way to restore
American workers’ rights to organize and bargain collectively with their employer. The PRO

Act strengthens remedies and enhances punishment for violating the rights of workers and

2 Henry S. Farber, Daniel Herbst, liyana Kuziemko and Suresh Naidu, “Unions and Inequality over the Twentieth
Century: New Evidence from Survey Data,” National Bureau of Economic Research, Working Paper 24587 {May
2018).

2 Nicole M. Fortin, Thomas Lemieux and Neil Lioyd, Labor Market institutions and the Distribution of Wages: The
Role of Spillover Effects, manuscript, Vancouver School of Economics, University of British Columbia (September
26, 2018) https://econ2017 sites.oltubc.ca/files/2018/12/pdf paper thomas-lemieux-spillovers.pdf

14 Organization for Economic Cooperation and Development, Chapter 3 “The Role of Collective Bargaining Systems
for Good Labour Market Performance,” in OECD Employment Outlook 2018 (Paris 2018) hitps://www.oecd-
ilibrary.org/sites/empl_outlook-2018-7-enfindex. htmiZitemid=/content/compenent/fempl outlook-2018-7-en
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restores balance and fairness in a collective bargaining system that has become too slanted to

achieve the economic necessary coordination of wage and productivity growth.

Congress has already taken an important step to fight inequality by passing the Raise the
Wage Act. That Act will raise the minimum wage gradually to $15 an hour. As a rising share of
the work force are women, the weight assigned to wage inequality faced by women increases in
explaining overall wage inequality. Raising the minimum wage is one of the most potent tools
for closing the gender pay gap; 58 percent of those who will get a raise are women. The best,
most current comprehensive approach for assessing the effect of minimum wage increases on

employment show no significant impact of raising the minimum wage on employment.'*

Work looking at the increase to the minimum wage’s highest level and its greatest
expansion in coverage from the Fair Labor Standards Act of 1966, showed the increase did not
have negative employment effects even in rural areas where the new minimum wage and its
expansion in coverage doubled previously prevailing wages. That increase substantially lowered
racial wage inequality between Black and White workers.!® Similarly, the Raise the Wage Act
will close racial wage gaps because it would erase the current de facto regional minimum wage
laws now in effect. Because many states, cities and the District of Columbia have set in motion a
raise to $15 an hour, there is a deepening racial disparity in labor standards as experienced
especially by Black workers. Most Black workers are in states with a $7.25 minimum wage,
while the majority of American workers live in states with a higher state or city minimum wage.
A regional minimum wage approach would virtually, and surgically exclude Black workers, and
women of color most specifically from the protection of higher wage standards. So, the regional
minimum wage would be another prime example of how public policies have created the current

racial wealth gap.

Passing the PRO Act and pushing forward on the Raise the Wage Act will go a long way
to restoring the period in American growth where wages and productivity rose together. And, by

lowering inequality it will aiso help increase economic growth and prolong economic recoveries.

** Doruk Cengiz, Arindrajit Dube, Attila Lindner, and Ben Zipperer, “The Effect of Minimum Wages on Low-Wage
Jobs: Evidence from the United States using a Bunching Estimator,” National Bureau of Economic Research, NBER
Working Paper Series, No. 25434 {lanuary 2019} hitos://www.nberorg/papers/w25434 pdf

1 eliora Derenoncourt and Claire Montialoux, “Minimum Wages and Racial inequality,” manuscript, Harvard
University {November 2018) https://scholar.harvard.edu/files/elloraderenoncourt/files/montialoux_imp 2018.pdf
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The current high level of inequality increases the share of Americans who struggle to buy homes
and to educate their children. This is because those in higher income levels come to define the

market for those goods, and so the prices in the markets increase with their incomes.

Figure 3

: Share of Aggregate Expenditures on Owner Occupied Dwellings, 2017
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Figure 3 shows that over 45% of all private expenditure on owner occupied
housing in the United States is accounted for by the top 20 percent of the income distribution.
That is more than the bottom 60% of households combined. The result can be seen in Figure 4
that shows how the price of the median home in sold in the United States tracks the growth in

income of those with higher incomes and leaves behind those with median eamings.

Figure 4 shows the median home price for homes sold in the United States, in nominal
dollars, and the nominal average income of families in the top 20 percent of the income
distribution and the nominal median income of families. The gap between median family

income and home prices will slow the housing market. And, going forward, if the gap does not
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close, private residential investment will decline as a source of growth during economic

expansions. It is one reason that expansions would be weaker and potentially last for shorter

periods.
Figure 4
Median Home Prices and Median andd Top 20% Family Incomes
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Earnings are slowly recovering to their pre-2008 levels. But with housing prices rising
faster than incomes, the earnings gains of those in the lower-middle- and middle-income
households, housing costs still eat up a rising share of earnings. Figure 5 shows data from the
Bureau of Labor Statistics Consumer Expenditure Survey. It shows income by consumption
units, which come closer to household than family income. For those in the lower-middle
quintile of income, despite rising earnings, these houscholds clearly are facing housing distress,
and need help because of high housing costs. Even middle-income households are seeing little

relief from rising housing costs, relative to what they earn.

10
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Figure 5

Housing Expenditures as a share of Earned Income

100.0%

B9

10.0%

faed
ey 0 018 s a2 w3 s 15 pauty i HE

sl ower Middle lncome  smmliddic Income

The affordable housing crisis that this data shows as real, are going to be a challenge for
budgeting. If a greater share of income was held by middle income families, they would
represent a greater share of the market and make it easier to pursue market-based strategies to get
the residential housing investment the economy needs for strong growth. And, higher earnings
would reduce the need for government intervention into the market through tax expenditures or

direct market intervention.

There is a similar challenge when it comes to higher education. The United States once
stood as the nation with the highest share of workers who were college educated. Today, the
United States is a distant mention. In large part, it is the result of these same forces, where the
prices are rising with market, and those prices are rising faster than the incomes of most

Americans.

i1
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Figure 6

National Eds ion C ion by income Deciles
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Figures 6 and 7 show that because of the dominance of high-income households in the

market for education, the market result is that prices closely track their increases in incomes,
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leaving behind those with median incomes. The crisis is that since 2000, the increases in fuition
have also outstripped growth in income for most in the top 20%, and better tracks the growth in
income of the top 1%. In 1995, among OECD nations, the United States ranked first for the
highest share of workers with college degrees. But, by 2012, the United States had fallento a
very distant 19" out of the 28 nations. In a market driven system of higher education then, it is
little surprise there are several colleges that now have more students from the top 1% of family

income than from the bottom 40%."”

To remain a competitive economy, the United States will need to move back toward its
formal leadership in having the world’s most educated work force. And, at this level of
inequality, it will be a challenge relying only on existing market forces. A federal budget will
need to re-invest in higher education to lower colleges’ reliance on tuition revenue or make
increasingly larger subsidies to colleges or students to insure we educate all our best and
brightest, not just the few who can afford it. With the coming of artificial intelligence, workers
will need to have higher levels of education so that artificial intelligence will complement their

skills and augment their productivity.
Conclusion

Income inequality is a challenge for the Committee on Budget. It is already well
established that the biggest challenge to Social Security’s funding is the unprecedented rise in
income inequality that started in the 1980s. Addressing the cap on Social Security taxes to
correct for that is well known, and a simple fix to address that problem. But inequality
diminishes too many Americans’ opportunities. And, fixing clear regressive tax policy outcomes
for low wage working families by passing the Working Families Tax Relief Act is another. To
provide a strong and sustained economy, federal budgets will have to address the diminished
investments that we currently rely on individuals to make. Without those investments, economic
growth is slower, and recoveries are fragile. Two clear policies have played important roles in
increasing inequality in the United States more than occurred globally. All nations face the

pressures of technological advance and increased global integration. But not all nations have had

¥ Raj Chetty, John Friedman, Emmanuel Saez, Nicholas Turner, and Danny Yagan, “Mobility Report Cards: The Role
of Colleges in Intergenerational Mobility,” Manuscript, Stanford University {July 2017} http//www.equality-of-
ortunity.org/papers/coll_mre paper.pdf
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the same rise in inequality. The United States had a strong history of bounding competition by
insuring adequate minimum wages and protecting the rights of Americans to bargain collectively
with their employers. These standards help secure a strong relationship between productivity
growth and wages. And that strong relationship helped maintain the purchasing power of the
middle. Restoring those policies is a logical step to restoring a more vibrant economy. The
passage of the Raise the Wage Act was a step forward, and passing the PRO Act will be another
big step in that direction.

14
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Chairman YARMUTH. Thank you for your testimony.
I now recognize Ms. Evans for five minutes.
Welcome, Ms. Evans.

STATEMENT OF KISMET EVANS

Ms. EvANS. Thank you.

My name is Kismet Evans, and thank you for having me here
today to talk about the budget and inequality that is going on, and
a special thank you to Congressman Horsford, who represents my
district in Nevada.

As I said, my name is Kismet Evans, and I am currently a home
health provider in Las Vegas, Nevada, who serves the community.

With that, hearing the previous testimony and to make it real
clear because there is a lot of statistics and information, but let me
just be clear and get to the real part of what inequality does.

I am a product of inequality. Twenty-four years ago I was on
drugs and alcohol and homeless, and through a program that gave
me the resources, the information, the education, and the training
necessary, I moved from that to become a business owner, receiving
the California Peace Prize award as a result of my work in the
community with homeless people, with the underserved, and with
the disenfranchised individuals who do not get the opportunity to
become positive wage earners or receive a wage that allows them
to care for their families properly, which results in them having to
put themselves in compromising positions, to do things that no one
wants to do, but to make ends meet, these are some of the things
that they end up putting themselves in.

Without raising the minimum wage for individuals who work in
the home health means we are taking food out of their pockets be-
cause in the home healthcare industry, every one of our compli-
ances we pay for, DOJ, CPR, first aid, our in-service training, and
that is taking from our minimum wage income to pay out to this
company who is making billions of dollars, millions of dollars a
year.

How is that not inequality to the family that is trying to provide
a nutritional meal to their child or who wants to be able to send
their kid down the street to the camp so that they are not sitting
home going stir crazy or having to be in a community which is un-
safe for them when they can be doing something that they enjoy
doing, building them up, you know, allowing them to live and be-
come what they desire to be?

We are smashing, we are stomping on, and we are killing peo-
ple’s, who work in the low wage industry, dreams of having some-
thing more, doing something more.

Every American deserves to be able to have security, safety, pay
their bills on time, know what life is going to bring to them instead
of seeing nothing but darkness, no hope or anything.

I know that with the increase, we are not going to get it today
because it is an incremental process, but it is a start, and those
people that become wage increased earners put back into the com-
munity. You know, they are able to contribute to the revenue.

They are better trained. They are better educated, which means
that they are going to take and they are going to help somebody
else and pull them along.
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We deserve an increase not because we need more money, but
because we want to be a better citizen, a better mother, a better
father.

We want to provide for our children and give them a future be-
cause if we do not, we are only going to continue to see more may-
hem, more crime, more prostitution.

And it is not the elderly or the Baby Boomers or the seniors. It
is our kids that are being subjected to these things because parents
are not able to make ends meet. We are leaving them out of this
equation.

And T am just imploring you guys today to make this something
that is a priority, the wage increase and for all. Home health work-
ers, anybody in the service industry has a better income to become
a better person in society.

Thank you so much.

[The prepared statement of Kismet Evans follows:]
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Ms. Kismet Evans
Home Healthcare Worker, Las Vegas, Nevada
Testimony before the House Budget Committee
“solutions to Rising Economic Inequality”
September 19, 2019

Thank you Chairman Yarmuth and Ranking Member Womack for having me before the Budget
Committee this morning. And a special thank you to Congressman Horsford, representing my
4% District of Nevada.

My name is Kismet Evans and | am a home healthcare worker in Las Vegas, Nevada, and | know
| speak for thousands of health care workers on how imperative it is that Congress and the
White House work together to provide a living wage for all.

The home healthcare field allows families to receive additional health services for whatever
reason they are not capable of providing for their loved ones. WE step up, and step in as an
extension of the health care community and of their families. Clearly, that’s worth more than
the current minimum wage? The families think so and are grateful.

As a health provider working with clients with brain injuries, dementia, physical disabilities
{ambulatory and non-ambulatory), mental weliness, need of medication services,
transportation, etc., it warrants immediate action for healthcare providers to receive an
increase in their wages to $15 dollars an hour with an additional conversation related to
workers having access to health benefits, mileage, educational opportunities or benefits to help
build upon their skills for a better quality of employment, and to increase their skill level for
their patients.

Currently, I make an hourly wage without health benefits, no sick or vacation time, nor
receiving mileage for transportation services. Whether in my field or another type of service
worker, the stories of how the economy has grown doesn’t match reality on the ground. Who is
benefiting? Why do we all feel like we are still fighting an uphill battle of higher rents, rising
prices at the grocery store, and more bills to finance what we need to get by?

Every human being wants the same things out of life: safety, security, and decent housing. We
want the ability to educate, stimulate, motivate, and enrich our family, We are not asking for
the world, just a portion, to call hope!
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Chairman YARMUTH. Thank you for your testimony.
Mr. Ponnuru, you are now recognized for five minutes. Welcome.

STATEMENT OF RAMESH PONNURU

Mr. PoNNURU. Thank you, Chairman Yarmuth, Ranking Vice
Chairman Johnson, and distinguished Members of the Committee.

It is an honor to be testifying before you.

There is little dispute that inequality has risen since 1979, al-
though some evidence suggests that it peaked in 2007 and has
been falling since then.

There is considerably more disagreement about how inequality
should factor in our thinking about public policy. The view that
prosperity should be broadly shared is widespread.

Few of us would be satisfied with an economy in which average
incomes are rising only because those at the very top were moving
further up.

At the same time, most of us think that rising living standards
for most people are more important than the relative speeds at
which different groups’ living standards are rising.

Many analysts have argued that economic inequality has nega-
tive effects that offer reasons to worry about it beyond its impor-
tance in itself. Some believe that greater inequality reduces eco-
nomic growth, but these analyses are seriously disputed.

My written testimony cites summaries of studies that suggest
that inequality has only modest effects, no effect, or even positive
effects on these variables.

It is easy to reach erroneous conclusions about the link between
inequality and wage growth because of a widespread misunder-
standing of wage trends over the last several decade. Misleading
claims that the average wage has been stagnant since the late
1970s, coupled with the accurate observation that inequality has
risen, has heightened the impression of a causal link between these
trends.

But as I discuss in that testimony, using the correct adjustment
for inflation reveals that wages have grown significantly, if
unsteadily, over this period.

None of this is to deny that there are policies worth pursuing
that hold some promise of reducing inequality, but these policies
are worth pursuing primarily because they would raise economic
growth, boost living standards, and expand opportunity.

Several provisions of the Tax Cuts and Jobs Act of 2017 are ex-
amples of such policies. The bill’s provisions expanding the child
tax credit and the standard deduction disproportionately aided low
income and middle income taxpayers, and the law scaled back de-
ductions for mortgage interest and state and local tax payments
that disproportionately aided high earners.

A further expansion of the child credit, increasing its maximum
value and making it fully refundable against payroll taxes would
recognize and foster investment in the next generation, while also
reducing poverty inequality.

Many other such policies would have multiple advantages in this
way. Loosening restrictions on the construction of housing, espe-
cially in areas of the country with high economic growth and severe
restrictions would expand opportunity.
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Loosening occupational licensure laws would also increase up-
ward economic mobility, in part, by increasing geographic mobility.

Rethinking education policies so that they better serve the large
majority of young people who do not receive college degrees could
also expand opportunities.

And finally, better countercyclical policy from the Federal Re-
serve might be able to reduce the risk and severity of recessions,
limiting the damage of business cycles which can be especially se-
vere for those with low or no incomes.

But policy makers should refrain from enacting policies that in
the name of reducing inequality inflict major harms. The Congres-
sional Budget Office’s median estimate is that raising the min-
imum wage to $15 would cause 1.3 million few people to have jobs
in the first year it took effect.

A tax on wealth would reduce national saving and, therefore, ei-
ther reduce investment in the United States or increase capital
inflows or both. To the extent that it increased capital inflows, it
would raise the trade deficit. It would also be extraordinarily dif-
ficult to administer.

A universal basic income would very likely reduce the labor force
participation rate, which has already been in secular decline, be-
cause people would be able to have a higher income without paid
work than they currently can.

It would also reduce hours worked because it would require a
major increase in taxation.

In short, public policies that could affect inequality vary widely
in their effects and thus their desirability. Policy makers should
focus on ways to reduce poverty, increase mobility, and improve liv-
ing standards, keeping in mind the possible drawbacks of those
policies and considering their effects on inequality as a second
order consideration.

Thank you.

[The prepared statement of Ramesh Ponnuru follows:]
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Chairman Yarmuth, Ranking Member Womack, and distinguished Members of the House
Budget Committee, thank you for convening this hearing on “Solutions to Inequality.” Iam a
visiting fellow at the American Enterprise Institute, a fellow at the National Review Institute, a
senior editor at National Review, and a columnist for Bloomberg Opinion. This testimony
reflects my own views and not those of any organization with which I am affiliated. It is an
honor to be testifying before you.

This Committee is to be commended for convening a hearing on economic inequality, which is
bound up with many questions that are central to American life. It is a topic intensely debated but
often not carefully analyzed.

Income Inequality: Trends, Importance, and Public Opinion

There is little dispute that inequality has risen over the past few generations. The Congressional
Budget Office’s most recent report on the distribution of household income shows that one
measure of inequality, the Gini coefficient for incomes after taxes and transfers, increased by 29
percent between 1979 and 2007.!

The report also shows, however, that inequality peaked in 2007. The coefficient has fallen by 6.6
percent from that point through 2016 (the latest year with available data). This measure of
inequality was lower in 2016 than it was in 2004.

The extent to which inequalities in income or wealth should matter to policymakers is a value
judgment. Some of the relevant values are, however, widely shared. Most of us can see that it is
not enough for average incomes to rise. That condition could be met if incomes at the top were
growing while most people stagnated or fell behind. We would not consider that a successful
economy.

It does not follow, however, that what ought to concern us most is inequality. One long-popular
expression of concern about inequality has it that “the rich get richer and the poor get poorer.”
Note, however, that inequality as measured by a Gini coefficient can widen even if the poor are
getting richer. Consider two scenarios. In the first, the poor are getting richer but the rich are
getting richer faster, so inequality is widening. In the second, the poor are getting poorer and the
rich are getting poorer too, so rapidly that inequality is falling. Nearly everyone would consider
the first scenario preferable to the second one.

That shared inclination helps explain some features of public opinion. When Americans are
asked about the country’s top problem, it is consistently the case that few of them specifically
mention either inequality or the gap between the rich and poor. The percentage who volunteer
such answers to Gallup has been between 1 and 2 percent this year.” At the moment, 11 percent
of Americans, a historically low figure, describe any economic problem as the country’s top
challenge. Even in periods of greater public anxiety about the economy, however, inequality is
not a top-of-mind issue for most people. For example, in December 2013, inequality was
volunteered by 2 percent, even as 19 percent mentioned the economy in general, 12 percent
mentioned unemployment, and 9 percent mentioned the deficit.> Public concern about inequality
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also does not seem to track actual trends in inequality very well: Some measures of concemn have
risen even during the recent period of falling inequality.*

It may be that many people who express concern about inequality do not think about it in the
way it is defined in much of the academic, journalistic, and political discussions of it. It seems
clear that whether most people are seeing gains in their standard of living is 2 much more widely
held concern than inequality is—which reflects a sensible weighting of these questions.

The Effects of Inequality

It has often been suggested, especially in recent years, that inequality has major negative effects:
that a rising gap between rich and poor reduces economic growth, for example. If this is true,
then even people who do not place great importance on inequality in itself may have practical
reasons to be concerned about it. If some widely acknowledged social good, such as rising
median wages, requires falling levels of inequality, then falling inequality is important as a
means toward that end.

The range of goods that inequality has been said to compromise or threaten is extremely, even
stunningly, broad. But the evidence for any of the hypothesized negative effects is not robust and
often countered by other evidence.

Scott Winship has summarized the evidence that should make us doubt that economic inequality
reduces economic growth, median wage growth, economic mobility, saving, life expectancy,
educational attainment, or financial or political stability or that it increases teen pregnancy rates.’
Lane Kenworthy, while concluding that inequality is worrisome, reaches similar conclusions and
finds that the evidence is weak to nonexistent that inequality increases obesity or crime or
reduces trust, employment growth, or happiness; inequality does not even appear to reduce
income growth among poor households.®

As noted earlier, views on the intrinsic importance of economic inequality differ. However high
a priority one believes that reducing inequality should be, the evidence on the effects of
inequality do not provide much reason for making it a higher one. Take a person who believes
that a set of policies expected to reduce some measure of inequality by a quarter were worth
pursuing even if it also reduced median incomes by 5 percent. The evidence about the effects of
inequality on obesity, educational attainment, and so forth would not justify raising the threshold
for acceptable losses in median income much above that 5 percent.

Given how frequently inequality is said to be linked to wage growth, it is worth discussing wage
frends more extensively. It is frequently claimed that average wages have declined over the past
50 years.” But that claim depends on using a flawed measure of inflation. Use the available
measure that best accounts for how consumers change their behavior to blunt the effects of rising
prices on their welfare, and the average wage rose 21 percent from 1973 to 2018.% (Average
compensation, including nonwage benefits, must have risen even more.)
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Median family income has risen faster than average wages, reflecting among other things
increased female labor force participation. Families in the middle of the income spectrum in
2015 made 45 percent more than their connterparts in 1970.°

The story is not all rosy. The median family income of 2014 was lower than that of 2000,
reflecting the effects of one mild and one sharp recession and the slow recoveries from both.
What policymakers got wrong during that period is certainly worthy of reflection. But the view
that our economic policies have been failing most Americans since the 1970s is incorrect. And
the most recent trends on everything from wages to poverty rates are strongly positive.

Policymakers should be looking for discrete areas in which it is possible to correct mistakes and
build on successes. While combating economic inequality should not be their focus, some
policies that might reduce inequality are worth pursuing—if those policies advance such other
objectives as reducing poverty and enhancing economic growth, reducing inequality as a side
effect.

Policies to Promote Shared Prosperity

A few of these policies have been advanced in recent years. The Tax Cuts and Jobs Act of 2017
included two important provisions that directly and disproportionately benefited people in the
lower and middle quintiles of the income distribution and two more that scaled back tax benefits
that disproportionately aided those in the top ones. These four provisions were the expansion of
the child tax credit, the expansion of the standard deduction, the reduction of the deduction for
mortgage interest, and the reduction of the deduction for state and local taxes. A countervailing
policy included in the law was the elimination of the personal and dependent exemptions.

The Joint Committee on Taxation estimated the distributional effects of these five provisions in
conjunction.'® Their net effect was to lower tax liabilities for taxpayers making less than
$100,000 a year, as a group, and to raise them for taxpayers making above that threshold.

In 2017, before the expansion, the child tax credit was estimated to lift 2.8 million people,
including 1.6 million children, out of poverty and to lessen poverty for another 13 million
people, including 6.7 million children.!! The effect of today’s child credit should be larger. I
have elsewhere made the case for further enlarging the credit: increasing its maximum value,
making the increase permanent, indexing the increased amount to grow with nominal wages, and
making it fully refundable against both employer- and employee-side payroll taxes.!? While the
main point of these expansions would be to recognize and foster investment in the next
generation, they would also make the credit more powerful in combating poverty and inequality.

Other policies would likely reduce inequality but would also have other advantages. Loosening
restrictions on the construction of housing, especially in areas of the country with high economic
growth and severe restrictions, would expand opportunity. People with limited prospects in the
part of the country where they now live might find it possible to better their economic
circumstances elsewhere if housing were more freely available,
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Loosening occupational licensure laws would also increase upward economic mobility, in part
by increasing geographic mobility. In the 1950s, 5 percent of workers held jobs requiring a
government license; by 2008 that figure had risen to 29 percent. Licensing can suppress
economic mobility in particular communities by making it more difficult for people to begin
working in the field of their choice, and it can also limit mobility among communities as
relocating in a new state may require the acquisition of a new license to work."

A reorientation of policies toward high school education at all levels of government could also
expand opportunities in an egalitarian way, The current system is designed to help young adults
move from high school to college and then to a job that requires a college degree. But this path is
working for only about a sixth of all young people, a fraction that tends to have the higher
lifetime incomes than taxpayers in general. A shift in educational priorities to better serve those
who are not on the college track would seem to be in order.’

Finally, changes in monetary policy that would reduce the risk and severity of recessions should
also be considered. Errors in monetary policy may have caused the Great Recession to be as
damaging as it was, especially for those with low or no incomes. Current practices at the Federal
Reserve may entail a bias toward excessively tight money that could be remedied through the
adoption of a nominal spending target.'

The Pitfalls of Some Proposals to Reduce Inequality

Policymakers should, however, refrain from enacting policies that in the name of reducing
inequality inflict major harms. One such proposal is an increase in the minimum wage to $15 an
hour. The Congressional Budget Office’s median estimate is that in the year that minimum wage
took effect, it would mean that 1.3 million fewer people had jobs than otherwise would. The
economy as a whole would sacrifice $8.7 billion.'® There are, moreover, reasons to believe that
the longer-run effects of the increase would be worse.!”

Some officials have discussed repealing the Tax Cuts and Jobs Act, or large pieces of it. A full
repeal, or a repeal of the provisions concerning the standard deduction and the child credit,
would be a large tax increase, especially for middle-class parents of minor children. Changes that
reduced the growth rate of the economy over the long term by reducing the incentive to work,
save, and invest would also have a negative impact.

Concern about income and wealth inequality has understandably led to suggestions for a new tax
on wealth. But a wealth tax would have considerable drawbacks. It would reduce national saving
and, therefore, either reduce investment in the United States or increase capital inflows or both.
To the extent it increased capital inflows, it would raise the trade deficit.'® It would also be
extraordinarily difficult to administer. These trade-offs may help explain why some developed
countries have stopped levying wealth taxes in recent years. In the US, a wealth tax may also
violate the Constitution.

A universal basic income could almost certainly reduce poverty and inequality, at least post—tax
and transfer. But it too would have substantial drawbacks. It would reduce the labor force
participation rate, which has already been in secular decline, because people would be able to
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have a higher income without paid work than they currently can. It would also reduce hours
worked because it would require 8 major increase in taxation; thus, it would also reduce national
income, output, and wealth.

Conclusion

As this brief review of some of the issues concerning economic inequality suggests, public
policies that could affect it vary widely in their effects and thus their desirability. It would
probably be best for policymakers to focus on ways to reduce poverty, increase mobility, and
improve living standards, with the effects on inequality of these policies being a second-order
consideration in favor of them rather than a driving force behind them.
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Chairman YARMUTH. Thank you for your testimony, and once
again, I thank all of the witnesses for their testimony.

As a reminder, Members can submit written questions to be an-
swered later in writing. Those questions and your answers will be
made part of the formal hearing record.

Any Members who wish to submit questions for the record may
do so within seven days.

And now we will begin the question period, and as a matter of
courtesy, but first of all, as our habit, the Ranking Member and I
are going to defer our questions until the end.

So, I now recognize the gentleman from Nevada, Mr. Horsford for
five minutes.

Mr. HORSFORD. Thank you very much, Mr. Chairman, for the
courtesy and also for holding this very important hearing to discuss
something that impacts so many of my constituents and low income
communities across this country, which is economic inequality.

I am so excited with the panel that we have here today, particu-
larly Ms. Kismet Evans, who is one of our constituents from our
district. She is a leading voice and advocate for economic equality
and fairness, and I am so delighted that you flew all the way
across the country to bring your important voice to this perspective.

I want to start off by highlighting the recent U.S. Census Bu-
reau’s annual report on income and poverty, which showed the im-
portance of federal safety net programs in helping to keep millions
of people from falling into poverty.

Social Security benefits kept more than 27 million people out of
poverty last year. SNAP benefits kept an estimated 3 million peo-
ple from becoming poor.

And yet the Trump Administration recently announced a pro-
posed rule related to SNAP eligibility that would negatively impact
about 46,000 SNAP recipients in my state.

When it comes to available affordable housing, which the pan-
elist just spoke about, Nevada ranks as the worst in the country,
according to the National Low Income Housing Coalition. That is
especially true for those considered extremely low income, a group
that often includes those living off of Social Security or those with
disabilities.

In Clark County, 250,000 people, or roughly a quarter of the
workforce in Southern Nevada, fall into the, quote, missing middle.
Those are people earning between 60 and 120 percent of the me-
dian income in the area, a large chunk of whom are teachers and
others in the service industry.

These are individuals who we are fighting for, to make sure that
the programs that we support, including the Home Program, are
preserved. And yet the Trump Administration and Republicans,
after doing all of this, gave a gift of $1.9 trillion dollars in tax cuts
to benefit the top 1 percent.

You want to talk about wealth redistribution? That is the issue
at hand.

So, Ms. Evans, again, thank you for being here and sharing your
story. You perform some of the most difficult, intensive, and impor-
tant work in our society as a home healthcare worker and care-
giver.
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What will the increase in the minimum wage in Nevada mean
for your household and for others like you?

Ms. EvANS. Thank you, Congressman, for that question.

First of all, the increase is something that we will not see for a
while because it is an incremental process, but knowing that we
are looking forward and toward an increase from what we get al-
ready because we pay out so much of our income for compliances
just to be able to have a job; so if you do not pay those compliances,
you do not have a job.

So, one, it would mean that we would not have to take so much
money out of our pocket to pay for those compliances, in addition
to everything else that we have to pay for.

We are looking for an increase so that we can become better,
more attentive parents, provide better nutritional meals for our
families instead of coming home after being out all night with
someone else’s loved ones, which is an arduous yet blessed task to
care for someone; however, when we get home, I know there are
people like the only thing they have enough energy to do is pop a
Top Ramen in the oven and give it to them or, I mean, the micro-
wave.

Mr. HORSFORD. So how does that, the pressures of being a low
wage

Ms. Evans. Oh, a sigh of relief. We will be able to breathe know-
ing that we will be able to do more things with the income that
we will be receiving because we will not feel so trapped. We will
not feel like we have to compromise, minimize, or condone or put
ourselves in a compromising position to make ends meet.

So those are some of the real issues. Having to make ends meet
in other kinds of manners is what I am sure some of the people
that I work with would love to not have to contemplate.

Mr. HORSFORD. Thank you.

Well, this is a very important hearing. I also want to commend
Congresswoman Lee who has been a champion on addressing these
issues of income inequality and poverty, and I know she has a
number of blueprint policies that would help people like you and
others that we are fighting for. Thank you, Mr. Chairman.

Chairman YARMUTH. The gentleman’s time has expired.

I now recognize the Vice Ranking Member, the gentleman from
Ohio, Mr. Johnson, for five minutes.

Mr. JOHNSON. Thank you, Mr. Chairman.

And I, too, want to thank our panel for being here. I know you
have taken time out of your busy schedules to come, and I appre-
ciate that.

Several things have already been said that I think I have to clar-
ify because the facts and the statistics just do not match up with
what has been said.

Mr. Spriggs, you talked about rising taxes on middle and lower
income Americans when, in fact, the Tax Cuts and Jobs Act did ex-
actly the reverse. It lowered taxes on middle and lower income
families. It lowered taxes for virtually all Americans.

So I do not know what references you are using to get your sta-
tistics from, but the real facts do not match that.

And when we talk about income and rising wages, there is al-
ways that claim that incomes are going up disproportionately for
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upper income wage earners than lower income wage earners, and
I have been at both ends of that spectrum in my life. So I under-
stand that dynamic.

But here is what is never mentioned. It is never mentioned that
the top 1 percent of Americans pay 37 percent of the taxes in this
country, and it is also never mentioned that the top 50 percent of
wage earners pay 97 percent of the taxes in this country because
taxes are proportional. They are percentage based. The more you
earn, the more you pay.

That is the way the system works, and that is the way it should
work, but let’s get to some questions.

Mr. Ponnuru, the Tax Cuts and Jobs Act increased the child tax
credit from $1,000 to $2,000 and increased the standard deduction
from $13,000 to $24,000 for joint returns.

This provides a substantial tax cut for the middle class and helps
reduce the cost of raising a family. So what do you think the im-
pact of repealing the Tax Cuts and Jobs Act would have on Amer-
ican families?

Mr. PONNURU. Repealing the Tax Cuts and Jobs Act would be a
substantial tax increase for many middle class families. The Act,
as the Joint Tax Committee concluded, cut taxes for each income
quintile roughly in proportion to the amount of taxes that each
quintile paid. It was carefully designed to have this effect.

The Joint Tax Committee has also estimated that if you look at
the provisions that you mentioned: the child tax credit, the stand-
ard deduction, and also some of the deduction changes and the
changes to the exemption, all told those provisions tended to in-
crease taxes on households making more than $100,000 a year and
decrease taxes on households making less than $100,000 a year.

So those provisions in particular, I would think, need to be
guarded.

Mr. JOHNSON. Yes. You know, we talk a lot about workforce de-
velopment. In the aggregate, America does not have a birth rate
that is replacing the aging, retiring workforce—the 10,000 Baby
Boomers per day that are retiring.

One of the provisions of the Tax Cuts and Jobs Act that encour-
ages families to have children and to grow their families if they
want to is the child tax credit.

So what are your thoughts on what the Tax Cuts and Jobs Act
did to the child tax credit?

Mr. PoONNURU. I think that was an extraordinarily positive devel-
opment in the tax code. And I think that the crucial thing in what
you said was “if they want,” because we do have evidence spanning
decades now that Americans would like to have more kids than
they end up having.

To the extent that some of this is economically based and some
of it is based on being overtaxed, that is something that public pol-
icy can and should address and in the Tax Cuts and Jobs Act did
address.

Mr. JOHNSON. Okay. I have got 20 seconds. I want to ask our
other witnesses just real quick. It is a very quick yes or no answer.

Do you think it was beneficial for American families that the Tax
Cuts and Jobs Act doubled the child tax credit and dramatically in-
creased the standard deduction?
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Dr. Boushey, yes or no?

Dr. BousHEY. That is an important policy, but it is an incredibly
high price to pay.

Mr. JOHNSON. No, I need a yes or no.

Dr. BousHEY. For the increase in deficits that we are going to
see

Mr. JOHNSON. Yes or no.

Dr. BousHEY.—and the way that taxes are going to go up for
those people in the future.

Mr. JOHNSON. Dr. Spriggs, do you have an answer to that?

Dr. SPRIGGS. Because you did not make it refundable, no.

Mr. JOHNSON. Okay. How about you, Ms. Evans?

Ms. EvANS. No.

Mr. JOHNSON. And would you all support repealing those provi-
sions?

Ms. Evans?

Ms. EVANS. Yes.

Mr. JOHNSON. Yes?

Dr. SPrIGGS. It has to be fixed.

Mr. JoHNSON. No. Yes or no, would you support it being re-
pealed?

Dr. SPriGGS. I would repeal it because you have to make it re-
fundable.

Mr. JOHNSON. Okay. Dr. Boushey?

Dr. BOUSHEY. You need to fix the tax code, and I agree with Dr.
Spriggs. Making it refundable is absolutely paramount.

Mr. JOHNSON. Okay. I yield back, Mr. Chairman.

Chairman YARMUTH. The gentleman’s time has expired.

I now recognize the gentleman from Massachusetts, the Vice
Chairman of the Committee, Mr. Moulton.

Mr. MouLTON. Thank you, Mr. Chairman.

America is founded upon the idea of equal opportunity. It is our
nation’s guiding principle. It is the manifestation of freedom.

The single guiding phrase of the American Revolution- it has
often been said- is that great Jeffersonian line from the Declaration
of Independence, “All men are created equal,” which we of course
know now includes not just men.

Now, America is not a country of equal results. We thrive on free
competition, and we know that some will have greater success than
others. But if we do not start with equal opportunity, we cannot
live up to our fundamental values and principles as a nation.

Therefore, I believe the most important question before the Com-
mittee today is whether rising economic inequality is due to a lack
of opportunity, whether we are a country of equal opportunity or
not.

My colleagues across the aisle seem to think that opportunity in
America is just as equal as it needs to be. They like to say two
things about the problem of rising economic inequality, and we
heard both from the Vice Ranking Member in his opening state-
ment.

The first is: all we need to do is grow the economy, simply grow
the economy we already have. Now, this would make sense if the
current economy lived up to our ideals, that principle of equal op-
portunity. So we should investigate this.
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The second thing Republicans like to say is that this entire con-
versation about economic inequality is about redistributing wealth.
And since they believe we should not do this, we should not even
have this conversation, or as the Vice Ranking Member stated, we
should not be holding this hearing.

But redistributing wealth is about equal results, not equal oppor-
tunity. I am a proud Democrat, and that is not what I am here to
talk about.

So to directly address the two Republican concerns on the table,
if you want to, one, grow the pie more and, two, you do not want
to redistribute wealth, then it seems to me the only remaining op-
tion is to ensure that opportunity in America truly is equal.

So let us discuss whether opportunity in America is equal or not,
and whether making economic opportunity more equal, in other
words, living up to those ideals in our founding documents, would
help address rising economic inequality.

Dr. Boushey, to begin with, the research by Professor Raj Chetty
of Harvard finds that there is a very strong relationship between
parental income and the future income of their children. In other
words, economic inequality is not equal, but strongly inherited, and
it is a generational problem.

Why does growing economic inequality leave the lowest income
families more at risk of generational poverty?

Dr. BousHEY. Well, two points. First, one of the things that we
learned from Chetty’s research that he concluded is that if you look
over the period over the past few decades, children who are born
in the middle part of the 20th century, about 90 percent of them
grew up to earn more than their parents. Kids born in the 1980s,
90 percent are not growing up to earn more than their parents.

And that decrease in absolute mobility over that time frame is
not due- or we could not have altered that outcome even if the
economy had grown more. In fact, 70 percent of that decline in up-
ward mobility was due to the rise of inequality.

As he put it, it is because the rungs on the ladder have become
further apart.

So it is important that we connect the dots between how inequal-
ity is actually making it impossible for there to be economic oppor-
tunity.

A second point from Raj Chetty’s work is his really interesting
study on patents he did with a bunch of colleagues. They found-
they had data connecting what someone makes as an adult and
whether or not they have a patent with their third grade math test
scores and their parents’ income in third grade.

They found that children who scored high on their third grade
test scores were more likely to grow up and get a patent, but if you
were from a high income family, you were four times as likely to
grow up and get a patent among that high scoring group.

That is a direct loss to our economy of productivity gains because
of the stymieing of opportunity and economic mobility.

Mr. MOULTON. And it seems to me that if this is related to third
grade test scores, then rich kids are going to better schools than
poor kids. That does not to me mean economic opportunity is equal
in America.
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Dr. BoUsHEY. Well, in this case these were all kids in one school
system. So all the kids, and you have the high scores over here.
Among the group that scored high in third grade, the ones who had
rich parents were much more likely to move up and out.

So even a patent——

Mr. MOULTON. So, even if the school systems were equal, which
we all know that they are not——

Dr. BOUSHEY. Yes. So, even among children in the same school
system, that inequality is creating a pipeline across someone’s life,
and it is that that we need to be thinking about and connecting the
dots on.

Mr. MouLTON. Thank you, Mr. Chairman.

Chairman YARMUTH. The gentleman’s time has expired.

I now recognize the gentleman from Missouri, Mr. Smith, for five
minutes.

Mr. SmiTH. Thank you, Mr. Chairman.

I have said this numerous times, but the days change. Today
marks 150 days since this Budget Committee has failed to pass a
budget, 150 days. Speaker Pelosi said that a budget is a statement
of your values. It is a statement of your party’s values.

What are your values?

Instead, we are having hearings on other items than passing a
budget from this Committee. It is completely ridiculous.

Let us talk about this. Last month I traveled and visited every
one of our 30 counties in the month of August, visiting with fami-
lies and farmers and small business owners. And in our 30 coun-
ties, 20 of those 30 counties are below the poverty level or above
the poverty level. 20 of the 30 counties are above the poverty level
in Southeast Missouri along the Mississippi River.

What I heard from these families is that they wanted to have the
opportunities, and the opportunities are what allows them to have
a better quality of life.

Speaking to some people that are third and fourth generations on
government assistance and welfare. Think about that. Third and
fourth generations.

Things are a little bit better. The economy is definitely doing
well. You all admitted to that in your opening testimony, but a
number that I think we need to point out is 1.4 million fewer peo-
ple are living in poverty today than what they used to. That is a
step in the right direction.

But just in the last couple of years, serving on a committee here
in Congress, I had a young lady that testified before the committee
that I was serving on, and she gave an issue that she had to turn
away an increase in her hourly wage because of some federal wel-
fare programs.

Think about that. There are over 80 different federal welfare pro-
grams that add up to $1 trillion a year that we spend to get people
out of poverty, and we started that War on Poverty back in the
1960s. We have not been winning that war.

But this lady testified before our committee and said, “I had to
turn down the increases in my hourly wage because I would lose
subsidies, and my childcare subsidies, and my quality of living
would be less if I took a $2 an hour increase in pay.”
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That is called the poverty trap. If we want to get serious about
ending inequality, we need to make sure that we do not keep and
push people down to stay reliant on federal government programs.
We need to give them an incentive to work themselves off the sys-
tem.

And I think Republicans and Democrats can agree with that. But
instead, this lady had to turn down a wage increase because of that
security blanket being ripped out from underneath her for childcare
subsidies.

That is an easy fix that I think Republicans and Democrats
should agree, that would make the quality of life of a lot of low in-
come people so much better, and it is not even being discussed
rig}}llt now. And I think that is a point of discussion that we have
to hit on.

When you are talking about the child, the Tax Cuts and Jobs
Act, it was my provision that helped double the child tax credit,
and, sir, it is refundable. It increases the refundability up to
$1,400. That is more than what it was before the Tax Cuts and
Jobs Act.

Do you know that in the district that I represent, the median in-
come household of a family in my district is $40,000 a year ... for
a family of four? It is one of the poorest congressional districts in
the country.

But do you know what? Under the Tax Cuts and Jobs Act, those
people in Southeast Missouri and bootheel of Missouri, my friends
and neighbors, the place I have called home for seven generations,
by the changes in the Tax Cuts and Jobs Act of doubling the stand-
ard deduction from $12,000 to $24,000 for a husband and wife, and
doubling the child tax credit from $1,000 to $2,000, guess what.
They do not have to pay one cent in federal taxes if they make
$55,000 or less.

And that is under the Tax Cuts and Jobs Act. That is a real im-
pact to the door greeter at Walmart in Salem, Missouri. That is a
huge impact to the cashier at Schnucks in Farmington, Missouri.

And so for you all to say that you do not want that to be sup-
portive, go talk to the people on the front lines who are barely able
to buy their prescription drugs. That are working at Schnucks, and
Walmart, and the AT&T stand at the mall in Cape Girardeau.

So if we want to get serious about inequality, I give you one way
that we can start, Mr. Chairman. Let us try to all work together.

Chairman YARMUTH. The gentleman’s time has expired.

I now recognize the gentleman from New York, Mr. Higgins, for
five minutes.

Mr. HIGGINS. Thank you, Mr. Chairman.

Dr. Spriggs, you had talked in your testimony about a time when
economic growth in wages grew in tandem, and based on the eco-
nomic data, that was a period between 1950 and 1980. We had 97
percent economic growth during that period, and real wages in-
creased by 95 percent.

That was a period of shared prosperity. Economists would call
that a virtuous cycle of growth. So you had high wages, high de-
mand, equal high economic growth.

During that period of 30 years, you had annual average growth
in the American economy of 4.1 percent. That was not coincidental.
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That was a period of time where American corporate leaders be-
lieved that it was their responsibility to balance the interests of all
the stakeholders in the American economy.

So, it was the shareholders certainly that benefitted, but it was
also the managers, the workers, and the communities within which
these large corporations operated. And if you look at the testimony
of the CEO of GM, of Dupont, of General Electric, of Standard Oil,
of Coca-Cola, their themes were all consistent. They thought it was
their responsibility to help families, the economic interests of all
the stakeholders.

In 1962, an economist from the University of Chicago by the
name of Milton Friedman wrote a book called “Capitalism and
Freedom,” which was taught in a lot of American business schools-
Harvard, Stanford, and many others.

And he basically argued that forget about all of those stake-
holders. What you should do, as a corporate leader, is push all the
profits to the shareholders. Forget about the workers. Forget about
the communities. Forget about your responsibility, that you your-
selves once accepted was yours.

What happened during that period, 1980 to 2019, you had eco-
nomic growth of 94 percent and real wages increased by 9 percent,
9 percent. That was a 39-year period. The average annual growth
in the American economy was 2.8 percent versus 4.1 percent when
wages were higher.

In the past 20 years, 84 percent of the growth in the American
economy went to the top 1 percent. That means, unless anybody on
this panel is part of the top 1 percent, 16 percent of the growth in
that 20-year period went to the rest of us 99 percent.

We just gave away a massive tax cut to American corporations.
We were told by the White House Council of Economic Advisors
that each household would receive four to $9,000 annually as a re-
sult of that tax cut.

That did not happen. It is not going to happen, and it never was
going to happen. In fact, we have a President that is in a trade war
who has imposed a tariff tax that, according to a conservative econ-
omist, Mark Zandi, from Moody’s Analytics, will cost each Amer-
ican household $1,000.

The Trump Administration and the corporate tax cut has added
$3 trillion to the national debt. We will have this year, next year,
the year after a budget deficit of more than $1 trillion. So we will
be $1 trillion short for every budget year.

It seems to me that the way to deal with income inequality is
through tax policy. Mark Zandi, again, a conservative, he said for
every dollar that you give away in the corporate tax cut, you can
expect to recapture 32 cents. The loss in investment from the cor-
porate tax cut is 68 percent. Sixty-eight percent.

So those who argue here, on the margins, that middle class tax-
payers have benefitted from this, you have to do that within the
context of the history, and clearly, clearly, the current policies are
detrimental to the nation’s economic growth and to the American
middle class that depends greatly and have contributed historically
to the economic growth.

With that, I will yield back the balance of my time. I am sorry
I went over.
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Chairman YARMUTH. The gentleman’s time has expired.

I now recognize the gentleman from Texas, Mr. Flores, for five
minutes.

Mr. FLORES. Thank you, Chairman Yarmuth and Republican
Leader Womack, for holding this important hearing today to dis-
cuss solutions to economic inequality.

It is appropriate for us to explore this subject as it gives us a
chance to highlight the strong economic gains that have resulted
from the Tax Cuts and Jobs Act and free market approaches from
this Administration and from the last Congress.

In 2018 alone, median earnings for workers increased by 3.4 per-
cent, and I am going to overlay this on one of Dr. Boushey’s charts
in a few minutes.

The number of people living in poverty fell by 1.4 million, and
the number of full-time workers increased by 2.3 million.

This tells us that Americans are getting off the sidelines and
finding full-time work and earning good paychecks. In fact, the
Federal Reserve in Atlanta recently reported that, over the last
year, low wage workers in the bottom 25th percentile have experi-
enced the fastest rate of growth and pay increases of 4.4 percent,
higher than the 3.4 percent average of all workers.

It appears that the other side of the aisle is simply ignoring
these facts in supporting budget-busting approaches to income in-
equality. CBO estimates that the Democrats’ 107 percent increase
in minimum wage proposals can cost up to 3.7 million jobs.

Presidential candidate Andrew Yang’s proposed universal income
would cost the federal government $2.8 trillion, and single payer
healthcare would reportedly cost $32 trillion, in conjunction with a
$93 trillion price tag for the Green New Deal.

Short of monetary theory, which this Committee will not hold
any kind of a hearing on, my Democratic colleagues have no an-
swer as to how they will find ways to pay for this wish list. Instead
of having the government foot the bill for goods and services, we
should focus on proven pro-growth and free market policies to cre-
ate more jobs in our country just as the last two years have shown
us.
I look forward to discussing solutions that will further improve
the economic wellbeing of all Americans without busting the budg-
et.

Mr. Ponnuru, a lot of proposals from my colleagues on the other
side of the aisle to close income inequality come with a heavy price
tag to both economic growth and to the American taxpayer. Specifi-
cally, the proposed 107 percent increase in the minimum wage pro-
posal would cost up to 3.7 million jobs, which is the high end of
the scale. I think your number was 1.3 million.

Presidential candidate Andrew Yang’s proposal for universal in-
come would cost the federal government $2.8 trillion, and single
payer healthcare would cost $32 trillion.

It is interesting to note that my colleagues have few proposals to
pay for such ideas, other than muttering monetary theory as we
talk.

Furthermore, these cumbersome government-centric approaches
will slow down economic activity and put people out of jobs, which
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means less people will be paying taxes while more people would be-
come reliant on government safety nets.

In contrast, since our Tax Cuts and Jobs Act was signed into law,
we are seeing higher tax receipts this year than last year, our high-
er tax last year than the prior year. If we are blowing up the budg-
et deficit because of the tax cuts, you would see lower revenues to
the federal government, which in fact we are going to have a record
this year.

So, Mr. Ponnuru, what sort of tax structure would be required
to pay for all the Democratic programs that I mentioned, the uni-
versal basic income, the higher minimum wage, the single payer
healthcare or the government takeover of healthcare, and the
Green New Deal?

And what would the impact be on economic growth?

Mr. PONNURU. Thank you.

The details of those policies would matter. People mean different
things when they talk about single-payer. They mean different
things when they talk about a Green New Deal.

But any plausible price tag, if these policies were going to be pur-
sued with any degree of fiscal prudence, would have to involve very
large and broad-based tax increases, including tax increases on the
middle class of a kind that we have not seen in many decades, pos-
sibly not ever.

Those tax increases could be expected to reduce the amount of
work savings and investment, and thus have a negative impact on
job growth, on output, on national wealth. All of those things would
have to be weighed, I think, very heavily in the balance.

Mr. FLORES. Okay. Thank you.

And I am going to close with a couple of things. Again, tax re-
ceipts this year are estimated to be around $3.4 trillion, which is
higher than last year’s $3.3 trillion, which is higher than the prior
year’s $3.3 trillion by a few billion dollars.

Now, one of the things I was looking at Dr. Boushey’s charts
here. I found these to be interesting. If you look at the average an-
nual income growth for the first period of 1963 to 1979 and also
1980 to 2016, it was 1.7 percent for the first period, 1.3 percent for
the second period, but what is it today for income growth? On aver-
age, it is 3.4 percent.

So higher than either one of those periods. That is how you solve
economic growth. That is how you make economic growth higher,
and you addressed all wages.

Now, the lowest economic growth is over here on the left-hand
side, and under this chart the assertions were that it was higher
for the lowest part of the workforce and lower for the higher part
of the(zi workforce, and then the inverse happened during the second
period.

But today what is interesting is it is 4.4 percent, which is the
highest of all the income groups over the last two years. So I think
this proves that the Tax Cuts and Jobs Act with modern regulatory
policy creates better economic growth for all boats.

I will close with President Kennedy’s statement that he made
back in the 1960s. “Rising economic activity lifts all boats,” and
what did he do to get there? He cut taxes.

Thank you. I yield back.
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Chairman YARMUTH. The gentleman’s time has expired.

And I would like to let him know that we do intend to have a
hearing on essentially modern monetary theory. It is going to be
called “Does Debt Matter,” which is essentially what we are talking
about. So you will get your chance to discuss that, absolutely.

I now recognize the gentleman from New York, Mr. Morelle, for
five minutes.

Mr. MORELLE. Thank you so much, Mr. Chairman, for holding,
I think, what is a really important conversation, and I appreciate
the comments by all of my colleagues, and I particularly appreciate
the comments by the witnesses.

I find this topic fascinating. Unfortunately, I did not really do
well in economics when I was in college. I think I was not in the
classroom nearly enough as I should have been. I wish I had
known better.

But, so, I am trying to get caught up. I was interested, Dr.
Boushey, in some of the charts that you presented. For instance,
you have by sort of quartile or quintile, I think, is the distribution.
I am looking for the chart because there are several here.

But I was just curious. What is the optimal distribution?

You have sort of what the distribution is and what it has been
over the last 40 or 50 years in terms of distribution of wealth, dis-
tribution of income. Is there an optimal chart that we should look
for or a target that there should be, whether we decide to do some-
thing or do nothing?

But what would that look like in your mind?

Dr. BoUusHEY. That is a great question. Thank you.

So you want to connect the income growth to what is happening
in the wider economy.

Mr. MORELLE. Yes.

Dr. BousHEY. So I think optimally, there are two ways to meas-
ure it. One is you would like to see that wages are growing in line
with productivity because that would mean that the benefits of
what workers are contributing, and most of us are workers in the
economy, is being connected to what people are taking home.

Mr. MORELLE. May I stop you there because that is interesting
as well? Talk to me because that is one of your charts as well in
here. It shows the divergence as it relates to productivity.

I am going to find the page here.

Dr. BOUSHEY. Yes.

Mr. MORELLE. I think it is the third chart that I looked at. Work-
er pay has lagged behind productivity.

Before you go on could you just describe, first of all, the defini-
tion of productivity? Because I think it is important. It seems to
mean different things to different people, but I know there is an
economic definition.

Obviously, I know what hourly compensation is for workers.
Could you just talk about productivity? Because I have a follow-up
question to that.

Dr. BOUSHEY. In its most basic definition, it is how much in
terms of goods and services are being produced per worker hour.

Mr. MORELLE. Right.



102

Dr. BOUSHEY. So it is how productive we are, right? You know,
how many clients people are serving or, you know, what quality of
work is happening.

Mr. MORELLE. So can I stop you, and I am going to let you finish
what you started earlier. But I notice that the big divergence hap-
pens around 1980, 1978, 1980. And I know that former Fed. Chair
Alan Greenspan talked about this. What is happening? Why is

that?
It is not that chart, but I think it is probably in the next one.

Dr. BOUSHEY. There you go.
[Chart.]



103

siaiom Aosinsadnsuou pue uyoganpoud Jopes-atead Jo siysuayg pue saflem 0] SiogRl 3B
uonesuaduios Auno peyiom sinoy sad {uonepaidap ssal) seouss pug spood jo dino 18103 10 WMoIE syl e1Bp AWMIINDOId 910N
"SISAIRUY JWICU0YY JO N3G PUB SIISHIEIS 10487 JO NesIng wiol) e1ep Jo sisAleue 143 190inog

8107 800¢ 8661 B861 8161 8961 8461

86t
%0

¥ ¥ T T L ¥

230 1e3dAL 1)
unppesusdin Anoy

1 %001

1 %0ST

1 %O0T

4 %05¢

< %00E

SPET 9IUIS UPA0IE sAnRInWINT

SOLET Y3 23UlS YImouo ANARINPOId puyag paddel seq Aed 1axio0m



104

Mr. MORELLE. Thank you for putting that up.

So it just seems to coincide to some degree with the development
and the growth, and this may be completely wrong, but just in
terms of the growth of technology, particularly around productivity
tools, technology of the microchip, and what it did.

Is that something that economists look at? Does it just happen
to be coincidental? Is that not what has somewhat contributed?

Because this is output for number of hours worked, whereas if
you have a factory now that has doubled the output, fewer workers
and robotics are doing more of it, that would contribute to it. Is
that right or is that not right?

Dr. BoUsHEY. Well, certainly, but that was also happening in
decades before, right?

Mr. MORELLE. But has there been an acceleration?

Dr. BOUSHEY. So it is

Mr. MORELLE. And I am not trying to be argumentative.

Dr. BOUSHEY. No, no, it is a good question. You were saying that
because——

Mr. MORELLE. No, I am asking.

Dr. BoUSHEY. Yes. Was your question if our economy is more
productive, if because of computer chips you can produce things,
twice as many things in half as much time?

The question is whether or not the workers that are still partici-
pating in that process get any of those gains or do those gains only
go to people at the very top of the income distribution.

And so what we saw prior to 1980 is that even when technology
made workers more productive, they shared in those gains, where
now workers do not share in those gains. Those gains go almost ex-
clusively to people at the top.

And that has encapsulated the fundamental question of our
times.

And so the other chart that I had in my testimony showed that
in the period in the 1960s and 1970s, you know, when the economy
grew, families all across the income distribution saw their incomes
grow at about the same rate.

Mr. MORELLE. That is the, if I might interrupt, and I apologize
because I am running out of time here.

Dr. BOUSHEY. Yes.

Mr. MoORELLE. That is the “income gains widely shared in early
post war decades but not since then” chart that shows the diver-
gence?

Dr. BOUSHEY. Yes.

Mr. MORELLE. Again, around 1980.

Dr. BOUSHEY. 1980.

Mr. MORELLE. I mean it is

Dr. BOUSHEY. And I think it comes down to how we reconcep-
tualize the importance of the institutions that constrain the rise in
inequity. Everything from unions to antitrust to how we thought
about taxes, there was a change in mindset about whether or not
it was policy makers’ roles to create institutions and to support in-
stitutions that make sure that everybody has a level playing field,
rather than allowing a few to increasingly reap the dispropor-
tionate gains of growth.
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So it was not one thing. It was all of these things happening to-
gether, a shift in how we thought.

Mr. MoORELLE. Thank you.

I apologize for exceeding my time, Mr. Chairman. Thank you.

Chairman YARMUTH. That is quite alright. The gentleman’s time
has expired.

I now recognize the gentleman from Texas, Mr. Crenshaw, for
five minutes.

Mr. CRENSHAW. Thank you, Mr. Chairman.

It is great to be at this hearing, and it is great because it exposes
two very different ways of thinking about our economy, oppor-
tunity, and the mutually shared goal of overcoming poverty.

So, on the one hand, you have a deep and persistent focus on in-
equality, and it is defined as the gap between the rich and the
poor, and at first glance that seems pretty reasonable.

But in reality, it means you are dividing your attention. Half of
your attention is focused on protesting the wealthy, and these days
that seems actually where most of the attention is, and that leaves
only a small amount of focus on the real issue, which is people in
poverty and their ability to move up the economic ladder.

And this is the kind of backwards thinking that leads to ideas
like Andrew Yang’s where we raise taxes on the rich only to give
it right to them in the form of universal basic income. It is hard
to imagine a more inefficient and ineffective way to reduce poverty.

So as a conservative, our approach is different. Instead of cre-
ating resentment against success, we focus on who actually needs
our help, which is the people who are having trouble moving up the
economic ladder.

After all, the fact that there is a much wealthier person down the
street from you is not the problem. The problem occurs that if you
cannot find opportunities even when you make all the right deci-
sions.

So the first step to understanding any problem is to get to the
truth. Mr. Ponnuru, I want to go to you on this. We have heard
inequality is worse than ever. Is that true, especially if we use a
more accurate measure of inflation and account for welfare pro-
grams and cash transfers?

Mr. PONNURU. No, it does not appear to be true. The Congres-
sional Budget Office’s reports on the distribution of income suggest
that income inequality peaked in 2007; that it has been falling
since then; and so we are, I think, to some extent looking at a prob-
lem in the rear view mirror.

Of course, that could change. Maybe next year’s numbers will be
different, but the trends over the last decade or so have been to-
wards shrinking inequality.

Mr. CRENSHAW. And let’s talk about the people we really want
to help, those in the bottom quintile of earners. So let’s find out
who they are.

So can you break that apart demographically? Who are the peo-
ple in the bottom quintile? Maybe that helps us focus our problem
setting here.

Mr. PONNURU. So people in the bottom quintile differ from people
in the other quintiles across a variety of measures. One of the more
important things to look at is the number of workers in the house-
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hold. The top quintile is going to be much more likely to have two
earners, and that household on the bottom quintile is much more
likely to have zero earners in the household. Obviously, that is
going to make a huge difference in how much income you have got.

There is also the question of age. If you are retired or if you are
young and in school, you may very well be in the lowest quintile.

Mr. CRENSHAW. Right.

Mr. PONNURU. It does not mean you are always going to be in
that quintile or always were. Lifetime inequality is lower.

Mr. CRENSHAW. Right. So it is possible that we are placing a
teenager, who lives with their parents, in the bottom quintile of
earners and saying that that is one extra person under the poverty
line, right, statistically speaking?

Mr. PONNURU. Right, and equality seems to have increased how-
ever you measure it, but it is, I think, important to have that per-
spective.

Mr. CRENSHAW. Right. It also turns out that 56 percent of Ameri-
cans will at some point in their lives be in the top 10 percent of
earners. Seventy-three percent of Americans will be in the top 20
percent of earners in their lifetime. That is an amazing statistic.
It does not mean we cannot always do better, but it is an amazing
statistic.

It also turns out my colleagues are right that the middle class
is shrinking. It is just not in the way that they think. It turns out
the data shows the middle class is shrinking because they are mov-
ing up into higher income households over time.

This is all good news. It does not mean we cannot improve. The
point is that the rhetoric about inequality is not only inaccurate,
but it is just flat out unhelpful to the people we are actually trying
to help.

So let us talk about solutions really quick. If we want to em-
power people to rise up instead of disempowering them with more
handouts, how do we do that?

You do not need to take my word for this. Mayor Bloomberg, a
prominent Democrat, studied this extensively with 30 different
pilot programs, and what they found is there are different solutions
for different kinds of poverty, and they are localized solutions. We
have to be thinking about it that way.

So back to you, Doctor. How else can we empower people to rise
up?

You talk about occupational licensing. You know, I have a con-
stituent in my district. Her name is Ashley. She owns a hair wash
and style company. She cannot find stylists because Texas requires
1,000 hours of licensing to wash and dry hair.

I learned how to free fall out of an airplane at 30,000 feet in less
time than that. That is crazy. Can you talk about more solutions
like that?

You mentioned housing. What kinds of deregulation? What kinds
of vocational training can we be working on so that we empower
people to rise above their current economic status?

Mr. PONNURU. So I think with the little time I have here what
we should be doing is focusing specifically on mobility, opportunity,
and fighting poverty, not as much on inequality per se, and identi-
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fying barriers often created by the government that we can get out
of the way.

Mr. CRENSHAW. Thank you, Mr. Chairman.

Chairman YARMUTH. The gentleman’s time has expired.

I now recognize the gentleman from Michigan, Mr. Kildee, for
five minutes.

Mr. KiLDEE. Thank you, Mr. Chairman, for recognizing me and
for holding this very important hearing.

As we have heard, the pace of economic inequality has increased
dramatically over the past few decades, and many have made this
point. Mr. Higgins brought data that I think points to this really
stark dichotomy that we have seen, increased inequality over the
last several decades, and that this Administration continues to
push policies that further reduce support for those families that are
struggling.

And it has been discussed here already. The Republican tax bill
gave even more advantage to the wealthiest Americans and to the
largest corporations in the United States and overlooked the needs
of working families as we continually see greater income inequal-
ity.

The earned income tax credit, which is a refundable credit for
low wage workers and the child tax credit, are two ways—two very
significant ways—we can help families start to get ahead.

And just listening to the debate here today and the conversation,
I appreciate the enthusiasm that I have heard from some of my col-
leagues on the other side for the expansion of the child tax credit.
I could not agree with them more. I invite them to sign onto my
legislation.

But I find it difficult to fully accept that enthusiasm, when they
were given the opportunity to make permanent those provisions,
which I think were not enough anyway, for example, they could
have made it fully refundable, but did not do that. They could have
made them permanent. They did not do that.

The provisions that they did include, as modest as they were, ex-
pire in 2025, but what happened to the provisions for wealthy cor-
porations? They were made permanent.

So not only is the budget a statement of our values, but our tax
policy is a statement of our values, as well. If this is such a high
priority, why did you set it to end for hardworking families? And
only get a modest break and then give a massive break, a perma-
nent break, to wealthy corporations?

So, one question, if I could just pose to Dr. Boushey and also Dr.
Spriggs, number one, did those provisions actually do anything
when you look at the totality of the 2017 tax bill?

Did those modest, temporary provisions do anything to increase
income equality in this country or did the totality of that tax bill
actually take us in the opposite direction?

Dr. BousHEY. Well, in the totality, it moved us in the opposite
direction.

And I certainly commend your leadership on the earned income
tax credit and the child tax credit, and that we do need to make
that fully refundable.
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You know, proponents claim that the new tax law would boost
wages, but there has been no evidence that that has been directly
responsible.

One of the things that we did see, of course, is that corporations
used that tax windfall for a record one trillion-plus in stock
buybacks in 2018. That is a really big number of income that is
going to those at the very, very top in exchange for a long-term gap
in revenue for the United States to make the investments that we
need to make in people and families.

So I think especially over the long term this is really just push-
ing us exactly in the wrong direction on multiple levels.

Mr. KiLDEE. Dr. Spriggs?

Dr. SpPriGGS. First, thank you for representing my wife’s home-
town of Flint in Genesee Country.

Mr. KiLDEE. A Flintstone. You chose well.

Dr. SPRIGGS. I moved up.

So there is an inequality tax that low income people pay because
they don’t provide enough of the market to drive where prices go.
When you exacerbate the big share of the market, you add more
demand at the wrong end. So the price of childcare goes up as in-
equality goes up because that is where the market is.

And so, yes, you gave a tax credit, but then it gets taken away
with increased cost of childcare. So when you look at earnings
gains that have been made, those who are middle income and the
next one lower are finding the burdens increasing this entire ex-
pansion because housing cost, childcare cost, education cost have
all gone up faster than their earnings because the earnings at the
top are going up faster, and the prices are following those earners.

And the earned income tax credit excludes single people. They
are currently being taxed into poverty, and the working family’s
tax bill, which corrects the earned income tax credit excluding
these workers and fixes the issue that the tax credit should be fully
refundable, are important steps to restore the balance that is in
that bill.

And as you pointed out, if corporations need a permanent cut,
working people need a permanent cut.

Mr. KiLDEE. Thank you very much.

I have exceeded my time. I yield back. Thank you.

Chairman YARMUTH. The gentleman’s time has expired.

I am going to have to leave in just a minute to attend a con-
ference committee on the Defense Authorization Act and make a
statement. Mr. Horsford is going to chair.

But before I leave, I just wanted to thank all of the witnesses
again, as well as the members, for your testimony, and I wish I
could stay around. I was going to be able to come back, but it looks
lﬂ}{b? we are not going to have enough Members to make that pos-
sible.

So with that said, I now yield five minutes to the gentlelady from
Connecticut, Ms. DeLauro.

Ms. DELAURO. Thank you. Technology, yes.

Just a couple of facts, and I have a question that deals with the
child tax credit.

But Columbia University School of Social Work’s Center on Pov-
erty and Social Policy estimated in a 2013 report that poverty has
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fallen nearly 40 percent since the 1960s. Much of that reduction is
due to our social safety net programs.

And I am not being self-serving, but about three years ago, I
wrote a book which was called “The Least Among Us, Waging the
Battle for the Vulnerable.” And what I found there was that the
social safety net programs were crafted by Democrats and Repub-
licans, in fact, realizing the economic challenges we were facing of
families in this country, moved to assist that process.

What are some of the social safety net programs? We have got
Social Security. It lifts 26.5 million people out of poverty. EITC,
child tax credit, 9.1 million people. SNAP, 4 million people. SSI, 3.3
million people. Housing assistance, 2 million people.

Now, let’s take a look at what my colleagues on the other side
of the aisle are interested in doing. First of all, they want to change
the way that the federal government measures poverty, thereby
throwing people off of these programs, not acknowledging that they
live in poverty.

They want to reduce the number of people who are eligible for
nutrition assistance, continually cutting back on a food stamp pro-
gram.

They want to eliminate the low income housing energy assistance
program, the LIHEAP Program, a $4 billion cut in the President’s
2020 budget.

They want to eliminate affordable housing programs, the very
programs that have helped to lift people out of poverty.

So when my colleagues talk about poverty, take a look at what
the record is and what havoc you are wreaking in people’s lives and
continuing to push people into poverty in this nation.

Do not talk out of both sides of your mouth because what you
would do with some of these programs to make them so onerous
as to humiliate people into not taking advantage of the programs
that are there.

The child tax credit, 83 percent of the Republican tax law went
to the richest 1 percent of the people in this country. Your child
tax credit is supposed to go to everyone. You left a third of the kids
and families who earn too little to get a full credit.

Those left behind included, disproportionately, families with
young Kkids, rural families. Members of the Congress made them-
selves eligible for the child tax credit for the very first time. So we
now can get a $2,000 child tax credit for each child, but do you
know many military families, families who are earning the min-
imum wage, only got a $75 increase.

We have a piece of legislation called the American Family Act,
which I am proud to have authored. We would give the same full
child tax credit to families earning minimum wage, military fami-
lies, rural families, families with young kids, all of those left be-
hind by the GOP tax bill, endorsed by scholars across the country,
consistent with the National Academy of Science as showing what
would be the most effective policy to reduce child poverty in this
country.

Now, there are two questions. Dr. Boushey, we know what the
tax cut did. I do not care what they say. We know who got the ben-
efit of it. It has been proven over and over and over again.
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A $75 increase to families to reduce inequality. Talk for a mo-
ment about providing a child tax credit for the families that I am
talking about.

And I also want to ask you, Dr. Spriggs. You know, this con-
versation about technology and moving forward and, in fact, that
}s what the cost of technology is. That is where poverty sees its
ace.

We do know that a Nobel Prize winning economist, Joe Stiglitz,
no schlep in the economy world, here says that inequality is not in-
evitable. It is about the choices we make.

Dr. Spriggs, how much of inequality is due to the public policy
decisions that we make?

Mr. HORSFORD. [Presiding.] The gentlelady’s time has expired,
but I will allow you to respond.

Dr. SPrIGGS. Thank you. Thank you, Chair Horsford.

Quickly, the divide in 1980 is because we changed policies. Be-
cause we redistributed income from workers to those at the top.

When you look at that gap in productivity and what workers
make when we see the declining labor share, we redistributed by
taking away from workers the ability to negotiate. We un-invented
a middle income nation. We redistributed, today if you wanted to
correct it, close to some $650 billion worth of income out of the
middle towards the top by denying workers a decent minimum
wage. That cut the work productivity and to working people the
right to negotiate about the increases in their productivity and who
gets it.

Ms. DELAURO. Dr. Boushey?

Dr. BOUSHEY. I would just agree.

Ms. DELAURO. Child tax credit?

Dr. BousHEY. Child tax credit. It is important that it is fully re-
fundable for all the groups that you mentioned. I think you made
that case very eloquently, and that should be incorporated into our
tax law. So I could not agree more.

Mr. HORSFORD. Thank you.

The gentlelady’s time has expired.

I will now recognize Mr. Khanna from California for five min-
utes.

Mr. KHANNA. Thank you, Mr. Chairman.

Thank you to our witnesses. Dr. Boushey, thank you for many
of your insights. Dr. Spriggs, I appreciated yours. Ms. Evans, I ap-
preciate your being here. Mr. Ponnuru, I read your work all the
time even though I disagree. Thank you for being here.

My question is simple. There are 70 million American families
that make under $75,000 a year. They have, by and large, not had
a meaningful raise in the last 40 years, and we can quibble about
whether wages are slightly going up or not, but by and large, 70
million American making under %7 5,000 have not had a raise over
the last 40 years.

In 2019, the projected corporate profits in this country are going
to be $9 trillion, $9 trillion. So if we wanted to have a program in
the Congress, and I would like all of the witnesses to answer this,
that would give a 20 percent raise in the next two years to these
70 million American families, what would be the actions or policies
that would achieve that?
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Dr. Boushey, we can start with you.

Dr. BOUSHEY. So give them a 20 percent raise in the next two
years. Is that what you said?

Mr. KHANNA. The next two years.

Dr. BoUsHEY. Wow, that is a tall order, and I appreciate the am-
bition.

I think there are a lot of things you can do. One is that you can
raise the minimum wage. That is going to focus on those at the
very bottom, so not at the very top of that $75,000, but at the bot-
tom part.

You can make sure that they have the right to organize and bar-
gain collectively because that does have the capacity to boost
wages.

You can make sure that their costs are kept low, not necessarily
going to raise their wages, but you can focus on raising the wages
of the workers that provide care. So through fully funding pro-
grams for home health aides, for nursing assistants, for childcare
workers, that could go a long way towards boosting a lot of those
folks under $75,000.

And you could make sure that you rethink the way that we en-
force our rules around market structure. We know now that one of
the things that is really keeping wages down is what economists
call monopsony, which is many workers work in the labor markets
where they have a single employer. They do not have a lot of bar-
gaining power. We need to incorporate that value into how we en-
force antitrust.

So it is a long list.

Mr. KHANNA. Let’s just keep it to 45 seconds so we can get all
of these.

And I do want to recognize Dr. Boushey and Rosa DeLauro, lead-
ers here on these issues with paid family leave, paid sick days,
equal pay, and is handing me a note, affordable childcare. I want
to make sure I am making Representative DeLauro’s points.

Ms. DELAURO. Thank you.

Mr. KHANNA. She has been a huge leader on this in the Congress
for decades.

Dr. SPriGGS. Thank you.

So there has been a lot of celebration about wages rising at the
bottom. That is from minimum wage increases because the major-
ity of American workers today do not have $7.25 as a minimum
wage because Congress has refused to raise their wages. States and
cities have responded, and so the rise at the bottom is because we
halze raised the minimum wage successfully in some states. So that
is key.

It is also key to to reach greater equality and gender equality be-
tween men and women. The Equal Pay Act would go a long way
towards that. Because women are a rising and important part of
the labor force, the inequality that they face is an important and
rising part of the equation for what causes general inequality.

We have to give workers back their right to organize. This a
human right. It is globally recognized as a human right. The
United States stands out as the one country where for most multi-
nationals this is their non-union plant. It is embarrassing for the
United States. So we have to give Americans back that right.
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We have to restore in the public sector what the pay of teachers
used to be. Their relative pay, their pay relative to all other work-
ers has been falling. What they do has not fallen in importance.

And we have to give some focus to correcting what has been
going on in the public sector for public sector workers broadly
speaking. That will raise the pay of a lot of people pretty quickly.

Mr. KHANNA. Mr. Ponnuru, I just want to give you 30 seconds
if you have a similar or alternative perspective just to be fair. I
think we only have 30 seconds left.

Mr. PONNURU. Okay. Sure. I would just say that if you defined
the objective as a 20 percent increase for scores of millions of peo-
ple within two years, you pretty much have to do just straight up
redistribution. It has to be something like universal basic income
that is set at a high level.

I happen to think that that is a bad idea, but nothing else I have
heard, including anything I have heard right now, would come
close to meeting that target.

Mr. HORSFORD. Thank you.

The gentleman’s time has expired.

I will now recognize Mr. Sires from New Jersey for five minutes.

Mr. SIRES. Thank you. Thank you for being here.

I apologize for not being here earlier. Three hearings at ten
o’clock makes it a little difficult, and if it is redundant, the ques-
tion I ask, I apologize.

You know, there is a lot of talk about the tax bill that was
passed in 2017, and I would just like to know how do you think
that has impacted the inequality that exists today, this new tax
bill.

Either one.

Dr. SpriGgGs. Well, because it went overwhelmingly and dis-
proportionately to those at the top, it has exacerbated inequality.

And I think my comments earlier were misinterpreted. It is not
that individuals saw their taxes go up, but the shift in burden from
where taxes come has been shifted down because we made the tax
system less progressive.

So a greater burden of taxes have to come from labor income,
which is the declining part of national income, and a smaller bur-
den is being placed on the rising parts of income. Those are the top
1 percent, corporations, and this makes the system more unfair be-
cause going forward, in order to get the revenue necessary to have
an economy that can work, it is going to have to come from those
at the bottom.

And as we discussed earlier, the portion of the tax cut that goes
to workers expires. And making up that deficit obviously then has
to come from that source.

So this is the big problem that the Budget Committee faces be-
cause the nature of where the income is coming from does not
match where income is rising and falling, and it complicates the
problem going forward for the Budget Committee.

Dr. BoUSHEY. Let me add a couple of things. When we think of
inequality, we are often focused on the individual families, but the
other thing that we were promised with the tax cut, of course, was
that it would lead to this massive increase in investment. That is
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the economic argument from the other side, that if you lower those
taxes for corporations on the wealthy, that it will lead to that boon.

And, of course, we have not seen that, and that is the only way
that the tax cut at the top would translate into higher wages for
individuals, is if you saw that investment and those gains, that
greater productivity, were shared with workers.

So I think that, you know, thinking about that, that kernel of the
argument is really important as well, that we have not seen that
investment boon, and in fact, as I noted earlier, corporations used
that tax windfall to give out a record $1 trillion in stock buybacks
in 2018.

So instead of using that to invest in productive capacity, make
our economy more innovative, more productive, they used it as a
boondoggle for those at the top of the income ladder. So that is ex-
acerbating inequality, not just today, but for decades to come.

Mr. SIRES. And can you talk a little bit about or elaborate on the
relationship between the decreasing union membership and in-
creasing inequalities?

Dr. SPRIGGS. Yes. So much is tied to a chart that would show you
increases in union density and declining union density, and all the
patterns we have been talking about.

America became more equal as more workers had the ability to
collectively bargain with their boss. I am more productive. How do
I share in that?

And when workers had that voice, their wages tended to go up
with productivity. As they have lost that voice, not just union mem-
bers, but nonunion members also suffer wage losses because when
we had high union density, many employers took the lead from
what was happening in the unionized sector for setting their own
wages.

So that loss of voice in the workplace has meant a very high cor-
relation that other people have looked at and found can explain
about 40 percent of the disproportionate rise of income in the top
10 percent, essentially, the finance and management classes of
America who get to say where the productivity goes as opposed to
the workers who are making the product.

And that gap is important for understanding the weight of in-
equality on our economy because when you shift from the market
being the middle to the market being the top, there are all sorts
of implications that make it difficult to produce residential invest-
ment, which has not been very strong in this recovery because the
bulk of Americans cannot afford housing; because we are not going
to get the college educated workforce we need. We are falling be-
hind. We have gone from first to 19th in terms of our rank among
advanced countries in terms of who has a highly college educated
workforce.

This is all in the wrong direction because in order to get that
kind of investment in housing and in education, you need a dif-
ferent shaped market. You need a market that is aimed at the mid-
dle, and you cannot do that when all of the income and all of the
market is at the top.

Mr. SIRES. Thank you. My time is up.

Mr. HorsrFORD. Thank you. I will now recognize Ms. Lee from
California for five minutes.
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Ms. LEE of California. Thank you very much, Mr. Chairman.

And I want to thank yourself and our Ranking Member for hold-
ing this very important hearing.

I do chair the Majority Leader’s Task Force on Poverty and Op-
portunity. I care deeply about rising income inequality in our coun-
try and have been working on it for many years.

So I just want to thank all of you so much for being here and
laying this out before the Budget Committee. Your testimony is ex-
tremely important as we move forward.

As many of you have pointed out, since the 70s, economic growth
for middle class and low income workers has only risen actually by
one-third while income for the top 1 percent has tripled. This is es-
pecially true for CEOs whose salary has grown by 1,000 percent
since 1978.

I know, Dr. Spriggs, you know this very well. According to a re-
cently released report by the AFL-CIO on executive pay, the aver-
age pay gap among CEO-to-worker ratio was 278 to one.

That’s unbelievable in the richest nation on earth, that produc-
tivity and work hours have continued to skyrocket while workers’
wages have shamefully fallen behind.

This is especially true for black and brown families. The income
gap between black and whites today remains almost at exactly the
same level from the 1960s. For example, according to a report from
the Institute for Policy Studies, the median black family today
owns $3,600, just 2 percent of the wealth of the median value of
a white family.

The median Latino family owns $6,600, just 4 percent of the me-
dian white family.

So just let me ask you this question because we always talk
about income inequality, but why do we not frame this as racial or
income and racial inequality? Because we know that we have to
have targeted resources and some strategies to address the legacy
of racism on wealth building.

And I am not sure, and I apologize for not being here through
the entire hearing, but I am not sure if the issue of race has come
up, and I hope that somehow we really look at that layer because
we cannot talk about income inequality without talking about ra-
cial inequality.

Dr. BOUSHEY. Just to weigh in on that, I am so glad you brought
that up. Just to add to your statistics, we know that even being
higher educated does not protect black families in terms of wealth
building because even if they increase their educational attain-
ment, their wealth is still lower than it should be relative to whites
who have higher education.

And so it is important to think about the racial component of
wealth. That is one reason why I actually think that a wealth tax
is very important because it would hit white families much more
than families of color. It would be a way of addressing that inequal-
ity in a direct way.

When we talk about taxing at the top for the most part, we are
not going to be talking about taxing families of color because they
are not there. So it is a way to integrate that progressivity and
then, at the same time, to be making sure that we have the re-
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sources that we need to create the widespread opportunity that we
need to do to address poverty.

So implicit in that agenda that I laid out in my testimony is poli-
cies that would, I think, go a long way toward addressing the racial
wealth gap through policies that tax at the top and focus on redis-
tribution.

Ms. LEE. Dr. Spriggs, as you know, some of us are supporting
H.R. 40. The moment, I think, has come to study and look at what
reparations mean.

What do you think about just looking at this dynamic around
reparations as it relates to the racial wealth gap that has histori-
cally been systemic in this country for 400 years?

Dr. SPRIGGS. It is vitally important because at the root it is being
blind when we make policies across the board on many issues, and
the effect of many policies that on the face appear race neutral.
They are not.

So giving a tax cut like we just did has a racially disparate im-
pact because of the huge tax cut we gave from which people of color
did not benefit when you look at who got that huge part of the tax
cut.

So policies like that matter, and it is the accumulation of being
blind to those policies. Studying that will allow people to go back
and revisit it. This is why we cannot have a regional minimum
wage. A regional minimum wage would have such a huge racial
disparate impact it would border on being just outright racist be-
cause it singles out black women and women of color to not be pro-
tected by a rising wage standard that we would give to all other
Americans. It is surgical in the way that it does it.

So analyzing policies in that way, the decline in union density
has been most dramatic among black workers, and the lack of ac-
cess to union membership has been most detrimental to black
workers who disproportionately live in right-to-work states.

The proactive, very important for making sure that workers ev-
erywhere have access to the right to organize, and it is especially
important because the pay increase that black workers get from
union membership and the pay increase that Latino workers get
from union membership is far greater, and this helps to close the
racial income gap.

And the challenge for the nation is as the current population of
kids who are K through 12 are now the plurality of children of
color; the fact that Latino and black households have no wealth, re-
lying on the market to provide a highly educated workforce is not
going to work.

Ms. LEE. Thank you.

Dr. SPRIGGS. Sixty percent of black children today come from a
household where the maximum expected family contribution is
zero. So it has clear budget implications if we want as a nation to
have a highly educated workforce.

Ms. LEE. Thank you. Thank you very much. Thank you, Mr.
Chairman.

I am going to suggest to this Committee that the next time we
have a hearing on economic inequality we add “racial.” We have to
say economic and racial inequality. Otherwise we are missing it.

And thank you very much.
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Mr. HORSFORD. Thank you.

The gentlelady’s time has expired.

I now recognize the Ranking Member, Mr. Womack, for 10 min-
utes.

Mr. WoMACK. I thank the gentleman. I hope that I do not have
to take as much time. A lot of the questions that I had for the
panel have already been asked by many of my colleagues.

There are a couple of things, a couple of unfinished pieces of
business, and I want to direct the next couple of questions to Mr.
Ponnuru.

We have heard in the discussion, and I thought I saw a chart up
there on the gap between wages and productivity that came up ear-
lier in the conversation; that wages and productivity have come
apart. Is that true?

Mr. PONNURU. I think that the best evidence suggests that, no,
it is not true and that claims to the contrary that are quite wide-
spread that these things have come part, that productivity has
gone up and wages have not gone up commensurately rely on not
comparing apples to apples, using different groups of workers to
look at wages and different groups of workers to look at produc-
tivity, using different inflation measurements to adjust for changes
over time in each of those trends.

If you correct for those phenomena——

Mr. WoMACK. And different eras, too.

Mr. PoNNURU. Right. There is no substantial gap. These things
have moved basically in tandem, and that has been shown not just
by economists who are more associated with conservatism, but
economists who are more associated with liberalism and the Demo-
cratic Party, such as Lawrence Summers.

Mr. WoMACK. Yes. I think it is important to get an apples to ap-
ples comparison, and it is very difficult to do, particularly when
you are comparing life today with maybe 50 years ago.

And I saw a chart that showed that gap widening from about
1980 out. There was a suggestion made that because we go to ro-
botics, that we are finding that the speed of technology has created
in the innovative minds of corporate America the opportunity to do
some things that help their bottom line.

The speed at which technology is changing and that some of this
speed is affecting the American worker has accelerated over time,
has it not?

Mr. PoNNURU. Well, it depends on the time period you are look-
ing at, but a lot of particularly the concerns people express about
rapid automation and technological change you would think would
be reflected in accelerating productivity, and that has not really
been happening.

The most important thing you could do though to increase wages
over time would be to increase productivity, and we lose sight of
that if we buy this misleading narrative about what has happened
to wages and productivity.

Mr. WoMACK. In response to Mr. Crenshaw’s last question, and
you were in the process of answering it when time expired, the
question was something along the lines of how can we help that
bottom quintile of American workers without just throwing money
at the problem.
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What are the things? You mentioned mobility as being one of
those. What are the things that we can do that can kind of help
lift as we continue to see people being lifted out of poverty in that
lower quintile?

Mr. PoNNURU. Well, I do think that there are public policies at
state, local and federal level that would be useful in expanding op-
portunity and combatting poverty. An expansion of the child tax
credit, which people on both sides of the aisle today have talked
about, would be one of those things.

Loosening restrictions on housing, particularly in some of the
highest growth parts of the country so that people could afford to
move there and maybe find better prospects than they have where
they are would be another one.

Changing the way a lot of our means tested programs work so
that they have fewer poverty traps and fewer marriage penalties
in them would be another.

There is no shortage of places where I think we could make a
substantial positive difference and possibly be able to find some bi-
partisan agreement.

Mr. WoMACK. Dr. Spriggs, I found it ironic that you mentioned
in one of your responses to a question earlier the concept of a budg-
et, ironic in the sense that you are appearing before the Budget
Committee, the Budget Committee that is supposed to produce a
budget.

The fact that a budget was not produced by my friends on the
other side of the aisle, do you not find that a bit ironic?

Dr. SPRIGGS. I recall living through so many Congresses before
this Congress that did not produce a budget. I am not sure that
I find it ironic in the sense that you just used the term.

Mr. WoMACK. How important is a budget?

Dr. SPrIGGS. Congress resolving authorization for our agencies if
important because, as you have seen in the previous three Con-
gresses when we did not have a budget and we could not resolve
authorizations in time, that federal procurement was greatly de-
layed, and federal agencies need that budget authority and author-
ization in place in time to do and plan their purchases in an effi-
cient way.

It reduces the efficiency of the government, and we have seen
that in the last three Congresses because of that delay and the
process. In the fourth quarter, GDP suffers because government
procurement activities have to stop, and then we see a boom in the
next quarter because government workers finally have the author-
ization to do what they are supposed to do.

Mr. WoMACK. Dr. Boushey, I have a question on a pivot to Social
Security because it has been on my mind for a long time, and I
know that there is a bill, the Social Security 2100 Act that you are
probably familiar with. Congressional Democrats have proposed it.

It is sponsored by 210 Democrat members in the House, includ-
ing 19 on this Committee. It would increase the Social Security
portion of the payroll tax on all workers from 12.4 percent to 14.8
percent.

Do you support increasing that payroll tax?

Dr. BoUusHEY. I am not familiar enough with that bill to com-
ment on it, but I am happy to get back to you in writing.
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Mr. WoMACK. You know, Social Security, according to the trust-
ees is going to be insolvent in 2034 or 2035. Pick one of those
years, which I think in anybody’s estimation is right around the
corner. It fits my definition of right around the corner.

But let’s just say for the sake of the argument that that bill was
before the House of Representatives today, raising the payroll tax
from 12.4 percent to 14.8 percent. Given how important Social Se-
curity is to a lot of people, vulnerable people, in our country, would
that not have an impact on some of these lower quintiles?

I.e., would it have a negative impact on a lot of workers at the
lower economic scale, so to speak?

Dr. BOUSHEY. You are saying that the payroll tax would have an
impact?

Mr. WOMACK. Yes.

Dr. BOUSHEY. You also said the trust fund needs resources in
order to continue to pay out benefits, which do help those lower in-
come families disproportionately.

So your job as a policy maker is that this is a policy that for dec-
ades has lifted people out of poverty. It is one of the most impor-
tant programs that actually lifts children out of poverty because
children live with elderly or parents that——

Mr. WOMACK. But the question is on the payroll tax itself. If rais-
ing the payroll tax, would it not have a disproportionately larger
increase on low income workers than it would be on the high in-
come workers?

Dr. BOUSHEY. It is such an important question, and——

Mr. WoMACK. That is why I asked it.

Dr. BOUSHEY. Yes, I am very glad you are asking. What we know
is that these benefits are incredibly important, and so it must be
our priority to make sure that those benefits are there for future
generations.

We know that payroll taxes are regressive. I do not know enough
to—

Mr. WOMACK. But reclaiming my time, would it disproportion-
ately impact the lower income?

Dr. BoUsHEY. Well, as I said, I do not know enough about the
legislation, but in other policies that have looked to reform Social
Security, that has also included raising the cap. So if they did that,
that would be very progressive.

So I do not know enough about the details.

Mr. WOMACK. So given the importance of workers to bene-
ficiaries, in the whole social safety net formula, Medicare, Social
Security, the two big ones, it stands to reason that the more people
you have working, the better off you will be, right?

From the standpoint of funding those social safety net programs,
is that correct?

Dr. BOUSHEY. Yes.

Mr. WoOMACK. So from that standpoint, seeing that we have in-
creased jobs, and I believe directly attributable to the Tax Cuts and
Jobs Act, we may disagree on that, but I think it has had a big
impact.

Has that not helped the social safety net structure of this coun-
try, i.e., helping put important resources into those programs that
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benefit such a large number of people who fit in that vulnerable
category and rely solely on those programs?

Dr. BousHEY. Certainly including increasing the labor supply is
very important, but we have to remember, of course, that the
United States has a lower labor force participation right now than
our economic competitors for both men and women, which is a shift
from decades before, in no small part because we do not offer them
the policies that allow them to adjudicate their challenges between
work and family life.

So I think you are exactly on the money in terms of the question,
but I think it is also making sure that we are doing more to im-
prove labor supply through things like paid family leave or ad-
dressing short-term disability.

Mr. WOMACK. Mr. Ponnuru, since November of 2016, 6.3 million
jobs have been created. Can you talk about how this has improved
the labor market and impacts the financial prospects of the average
worker, in the few seconds I have left?

But since Ms. DeLauro took a minute and a half and then got
20 more seconds from Mr. Khanna, I do not feel so in violation.

Mr. PONNURU. So just about every economic indicator that we
have has been pointed in the right direction over the last several
years, whether you are talking about wages in general, wages at
the low end of the labor market, labor force participation rates, job
growth. Everything has been moving in a positive direction over
this period.

And in fact, not just moving in a positive direction, but moving
in a positive direction in a way that people had not thought was
possible.

You know, the Federal Reserve itself believed we had reached
full employment a few years ago, and it turned out that it was pos-
sible to bring unemployment down further without causing infla-
tion to take off, which is a measure, I think, of how strong this
economy has been.

Mr. WoMACK. Thanks to the panel.

Chairman YARMUTH. [Presiding.] I thank the Ranking Member.

I fortunately could get back here and take my time.

I think the gentleman from New Jersey has another question.
Did you have another question?

I yield to you for that.

Mr. SIReS. Yes. Talking about Social Security, it just popped in
my mind. Do you know for undocumented workers how much
money they contribute to Social Security? Do you?

Dr. SPrIGGS. The Social Security Administration has conven-
iently decided that they would not give continuous reports on the
unclaimed tax revenue. The last picture we had of that, it is meas-
ured in the billions, the billions of dollars that are part of the trust
fund because we cannot allocate it because those were invalid So-
cial Security numbers.

A tiny portion of that, of course, is just error, but a big chunk
of that are the contributions of people who are undocumented here
in this nation.

It is going to be a true crisis when those people reach retirement,
that they will not have access to the money that they have put into
the Social Security fund. Because they are a significant share of
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our population and because they have been here so long, when they
reach that age, which is going to be soon, we are going to have a
very serious issue.

Mr. SIRES. Thank you very much.

Chairman YARMUTH. I thank the gentleman.

So it is good to be back. One of the things that I think is unfortu-
nate is that in talking about income and wealth inequality in this
country and how it is growing, we have not really projected so far
this year and projected into the future as to what this would mean.

And this is the Budget Committee, and so I am interested in
both from Dr. Boushey and Dr. Spriggs, for your comments on—if
this trend continues, if the spread between the wealthiest and ev-
erybody else gets worse or if it stays the same, what are the impli-
cations for the federal budget and, therefore, for all of the tax-
payers going forward?

Dr. BousHEY. Well, so let me say two things. One is since the
mid-teens when Thomas Piketty’s book “Capital in the 21st Cen-
tury” came out and he made the argument that today’s high in-
come inequality was calcifying into wealth inequality, and that that
would continue to increase, there has been a lot of work by econo-
mists all across the world, but in the United States, trying to un-
derstand what that would mean for our economy and our society.

There is an increased awareness, I think, of the kinds of effects
that he talked about in confirmation.

In terms of the budget, one of the things that we know is that
as income and especially wealth inequality has increased, that has
had an effect on agenda setting for democratic institutions, for
things like passing the Tax Cuts and Jobs Act in 2017, the amount
of money at the top of the income ladder that went into making
sure that that went into law, which itself exacerbates inequality.

So one line of questioning is to what extent does that inequality
subvert our democratic institutions or create the bandwidth for
policies that then allow those groups to continue to garner wealth.

I think the other thing that we have to keep thinking about is
how this is very much connected to the concentration across firms,
and once we see monopolies being created in a particular industry,
that, too, creates these concentrations of economic resources and af-
fects the policy making process.

Dr. SPRIGGS. There are certain key things that inequality cre-
ates. A huge part has to do with the distortion of the markets and
the marketplace.

When income rises uniformly, you create many more potential
new customers. So if you think about the over 185 million customer
units in the United States, if everybody gets a raise, that is a po-
tential 185 million new customers for American business.

When it is only 5 percent, that is a different country. It is a dif-
ferent market. And the virtual cycle when we had rising wages for
everyone was that it is easier to start a business if I only have to
pick loff somebody from 185 million versus a very small number of
people.

New firm formation since the 1980s in the United States has
been declining specifically for that reason, and this recovery is
slowing. We know we created almost half a million fewer jobs than
we thought we had because new firm formation is slowing.
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In an environment in which people say we are giving tax cuts to
businesses and we are getting rid of regulation, that is not what
businesses want. They want you to give them customers.

And what happens? Well, the only way I can grow my business
is either I cut my prices, which means I cut my wages, the wrong
virtual cycle. Now we are all going down, or I buy my competitor
because I buy new customers.

And we have seen both. We have seen slowing business creation
and more business consolidation. This creates challenges for the
budget because where do you get the revenue from?

And the other part of the budget is hopefully this body is con-
cerned with what nation do we have. Are we going to have a nation
with a well-educated workforce if the price of college because it is
determined by the market? The market is only the people at the
top.

We have so many universities in the United States where more
students are from the top 1 percent than the bottom 40 percent,
major universities. The University of Michigan at Ann Arbor, a
major, huge university, has more students from the top 1 percent
than the bottom 40 percent.

That is not a formula going forward, and so the Budget Com-
mittee has to be confronted with how are you going to get the 40
percent educated, and so if you say, well, we are not going to pay
attention to that, then you are going to wake up 20 years from now
and we are not going to be the 19th best educated out of 28 ad-
vanced countries. We are going to be the least educated among ad-
vanced economies. And that is not a formula that is going to work
going forward.

You are not going to get the housing investment that is nec-
essary to make our economy turn.

Chairman YARMUTH. We are seeing kind of an example of this
dilemma we are in right now with the General Motors strike. It
seems to me that we have workers who made some sacrifices to
save their company when GM was on the verge of going bankrupt.
The taxpayers bailed GM out.

GM is now doing very well, but the increase in profits to GM has
not been shared to much of an extent with the workers, and one
of the things that they did, and I represent two Ford facilities in
my district, and they did a similar thing, was they negotiated in
troubled times and said, we are going to create two levels of em-
ployee. They may be doing the same job, but one is going to be con-
tinued to be paid $25, $30, $40 an hour that they were, but those
coming into those jobs are going to be paid $16, $17, $18.

Those people show up in the employment numbers. So the em-
ployment numbers look good. The unemployment goes down, but
they are still essentially going to be a burden on the taxpayers be-
cause a lot of them are not going to make a sustainable wage.

Is that playing itself out across the economy or is this an isolated
example?

Dr. SPriGGS. No, unfortunately, it plays itself out. This is unique
because these workers are unionized, and they have a voice, and
we get to actually hear from them, their concern.

The case of General Motors is extreme because what the UAW
did was totally bail out this new company. The new company, a
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large part of their stock was put in trust through the United Auto
Workers to provide for the healthcare of incumbent retirees and
UAW members.

That was a total blessing to this new company that the union
agreed to take on this risk. What those workers who are there now
did was make the company profitable enough to pay back the
United States government with interest.

And now they are saying we gave up wages. The current workers
were not given retirement help pledges. They were not given the
same retirement, and they are saying, “We saved the company. We
saved the company.”

The UAW, by taking on the risk of investing heavily in that com-
pany, putting the entire risk of their health insurance on the table
to make this company profitable, and the workers are saying,
“Okay. We did that.”

And so what is unique here is for once in public we get to under-
stand the depth that American workers have sacrificed in order to
help American corporations succeed, and we are finally hearing the
voices of workers on improving productivity and saying, “Where is
our share?”

So now it plays out for us to see.

Chairman YARMUTH. I do not have a lot of time left.

Dr. BOUSHEY. Yes, and you see it in different ways across the
economy. An economist, David Weil, has called this particular
trend in the workplace “fissuring,” and by that he means increas-
ingly you see workers who are employed by a firm, but they are
employed by a subcontractor rather than the major firm.

And so you go into a hotel, and all the people you may be coming
into contact with are not working at the big hotel chain. They are
working for these smaller subcontractors, and that means that the
profits, the earnings of that brand do not have to be shared with
all of those subcontracted workers.

We are seeing that all across the economy, and it is yet another
way where we are creating these fissured workplaces, these dif-
ferent workplaces for some categories of workers, and that is part
of what has been driving this long-term gap between productivity
and wages.

Chairman YARMUTH. My time has expired.

Does the Ranking Member have any closing remarks to make?

Mr. WOMACK. No.

Chairman YARMUTH. Well, in that case, I once again thank all
of the witnesses. Thanks to the members for their participation.

And with no further business, this hearing is adjourned.

[Whereupon, at 12:11 p.m., the Committee was adjourned.]
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e Thank you Chairman Yarmuth and Ranking Member Womack for
convening this hearing on rising income inequality poverty in
America and the challenges faced by ordinary Americans struggling
to make ends meet.

¢ Let me welcome our witnesses:

Dr. Heather Boushey (President and CEQO, Washington Center
for Equitable Growth)

Co-founder of the Washington Center for Equitable Growth, which
was launched in 2013, Dr. Boushey is one of the nation’s most
influential voices on economic policy and a leading economist who
focuses on the intersection between economic inequality, growth, and
public policy.
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Hon. William E. Spriggs, Ph.D. (Chief Economist, AFL-CIO and
Professor, Department of Economics at Howard University)

Dr. Spriggs has played a leading role in economic policy development,
including his current role with the AFL-CIO and his previous tenure
as Assistant Secretary for Policy at the Department of Labor during
the Obama Administration.

Ms. Kismet Evans (Home Healthcare Worker, Las Vegas,
Nevada)

Mr. Ramesh Ponnuru (Minority Witness)
(Visiting Fellow, American Enterprise Institute) and Senior
Editor for National Review

e Thank you for being here and sharing your expertise with this
Committee.

e Mr. Chairman, this hearing could not be more timely because the
ever-rising economic inequality is one of the most pressing issues of
our time.

e The purpose of this hearing is to understand the harm rising
economic inequality imposes on working families and the federal
budget.

¢ Economic inequality is the unequal distribution of income, wealth,
and opportunity.

RISING ECONOMIC INEQUALITY

¢ From the end of World War II to the early 1970s, a broad spectrum
of workers shared in the economic growth of the United States, with
real family income doubling across the income distribution.

e Since the late 1970's however, economic gains have become
significantly concentrated at the top of the distribution, while
workers and families in the middle and bottom of the distribution
have seen fewer gains.
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According to the Congressional Budget Office (CBO), average
before-tax income for the top 1 percent of households has more
than tripled since 1979, while incomes for the middle 60 percent
and bottom 20 percent have only risen by a third (note that this
income measure includes employer-sponsored and government-
provided health insurance, whose costs have grown).

The top 1 percent’s share of national income, moreover, has grown
to levels not seen since the "Roaring Twenties” period before the
Great Depression.

Technology has made the typical worker increasingly productive.

However, wage rates have not increased at the same rate as
productivity.

By contrast, CEQ compensation has grown nearly 1,000 percent
since 1978.

In 1978, the average CEO made about 32 times more than typical
worker; today executives now make 278 times more.

Mr. Chairman, economic growth should create opportunity for all
workers and families, not only for those at the top.

Yet policy decisions over the last several decades have exacerbated
inequality, tilting the economic playing field against working
families as rising costs of middle-class necessities eat up more of
their incomes.

Democrats’ concern over rising income and wealth inequality is not
only about fairness.

Our concern is also for the health and stability of our economy.
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Widening inequality undermines economic growth, stresses
financial markets, and increases the likelihood and length of
recessions.

1 call on the Senate and White House to take up and pass the
House-passed Raise the Wage Act of 2019.

The House passed legislation in July to raise the federal minimum
wage to $15 per hour.

The Senate needs to act, and the President must sign the bill.
The minimum wage was last increased 10 years ago.

‘While some states have acted independently, Congress must ensure
fairness for all working families.

Mr. Chairman, strong unions are an equalizer.

As union membership grew in the first half of the 20th century, the
share of income going to the top 10 percent dropped as unskilled
workers organized to receive higher wages, health benefits, and
improved working conditions.

The decline in private-sector union membership over the last
several decades is a key driver of rising inequality.

Mr. Chairman, now is the time to invest in early childhood
education, to make college more affordable, and to fund a 2ist
century infrastructure initiative so that our economy has both the
human capital and the jobs to raise all working families’ quality of
life.

According to the Census Bureau, our vital economic security
programs — Social Security, SNAP, EITC, and others — kept more
than 47 million people out of poverty in 2018.
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Democrats know these programs work.

This is why federal investments that help Americans meet basic
human needs are essential and need to be increased.

Federal programs like Medicaid, housing assistance, and the earned
income tax credit ensure that all families have access to basic living
standards if their wages are too low or they cannot make ends meet.

These programs include:

1.

2.

oY
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Medicaid and the Children’s Health Insurance Program (CHIP)
{$423 billion in federal spending in 2019);

Earned Income and Child Tax Credits ($87 billion in federal
spending in 2019);

. Supplemental Nutrition Assistance Program (SNAP) ($65 billion

in federal spending in 2019);

. Supplemental Security Income (SSI) ($56 billion in federal

spending in 2019);

. Housing assistance ($50 billion in federal spending in 2019);
. Child nutrition ($24 billion in federal spending in 2019);
. Temporary Assistance for Needy Families (TANF) ($16 billion in

federal spending in 2019);

. Child Care and Development Block Grant ($5 billion in federal

spending in 2019); and

. Low Income Home Energy Assistance Program (LIHEAP) ($4

billion in federal spending in 2019)

In addition, Medicaid and CHIP provided coverage to 73 million
Americans in March 2019, including more than one in three
children.

Mr. Chairman, millions of seniors and people with disabilities rely
on Medicaid to pay for nursing home care and home- and
community-based services that assist with activities of daily living.

-5~
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To date, 33 states and the District of Columbia have expanded their
Medicaid programs to low-income working-age adults, helping to
drive the nation’s uninsured rate to a record low.

Regrettably, my home state of Texas is not one of them.

Medicaid is also very efficient, and states have significant flexibility
in designing their programs to meet the needs and of their
residents.

Earned Income and Child Tax Credit provides low-income workers
with a supplement to their wages, ensuring that many of them are
not taxed into poverty.

Workers with children receive a larger benefit than those without.
The average EITC credit in 2018 was $2,488.

The Child Tax Credit (CTC) assists working families by helping with
the costs of raising children.

Both the EITC and the CTC are refundable, which means that
families with very low incomes benefit even if they owe no income
tax.

These refundable tax credits were responsible for keeping 8.3
million people out of poverty in 2017, according to the Census
Bureau.

Funded by the federal government and administered by the states,
SNAP offers nutrition assistance each month to nearly 43 million
low-income individuals and families, including 18 million children
every year and 4 million adults with disabilities.
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According to an analysis from the Center on Budget and Policy
Priorities, SNAP kept more than 8.4 million people out of poverty in
2015, including 3.8 million children.

Supplemental Security Income (SSI) provides cash assistance to
aged, blind, and disabled individuals with little or no income to
meet their basic standards of living.

Housing assistance programs provide funding for low-income
individuals and families to secure safe and stable housing.

These programs include tenant-based and project-based rental
assistance (together commonly known as Section 8), homeless
assistance grants, rural rental assistance, housing for the elderly,
public housing, and the choice neighborhoods initiative, which uses
locally driven strategies to facilitate neighborhood transformations.

Child nutrition programs prevent hunger and combat obesity
among the nation’s children by funding healthy meals at places like
schools, child-care centers, and after-school programs.

Major programs include the National School Lunch Program and
the School Breakfast Program.

In 2018, the National School Lunch Program served 4.9 billion
lunches, two-thirds of which were free.

Temporary Assistance for Needy Families provides block grants to
states to provide temporary financial assistance for families with
one or more dependent children.

Assistance helps cover the costs of basic standards of living such as
food, shelter, and utilities.

States also utilize block grant dollars to provide transitional services
such as GED preparation or job training services.
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The basic TANF block grant has been frozen since it was created in
1696, with no adjustment for inflation.

Child Care and Development Block Grants provide support for
children and their families through a variety of child care services
and other programs that prepare children to succeed in school.

In 2017, 796,000 families received subsidies to support child care
for 1.3 million children.

Special Supplemental Nutrition Program for Women, Infants, and
Children (WIC) provides supplemental foods as well as health care
referrals and nutrition education for low-income pregnant,
postpartum, or breastfeeding women.

The program also provides nutrition assistance to children up to
age five.

Low Income Home Energy Assistance Program (LIHEAP) helps
families stay safe and healthy by assisting with energy costs such as
home energy bills, energy crises, and weatherization and energy-
related minor home repairs.

Assistance provided by LIHEAP ensures low-income families stay
warm in the winter and cool in the summer, resulting in reduced
risk of health and safety problems.

In 2017, 5.4 million households received assistance with heating
costs through LIHEAP.

In addition, federal investments in Medicare and Marketplace
subsidies ensure that millions of Americans can access quality,
affordable health care.
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Mr. Chairman, the official U.S. poverty rate in 2017 is 12.3%,
according to the U.S. Census Bureau.

That means 39.7 million Americans lived in poverty in 2017.

The poverty rate for African Americans and Hispanics was 21.2
percent and 18.3 percent, respectively.

Nearly one in five (17.5 percent) of children under age 18 live in
poverty.

The poverty limit for family of four in 2019 is $25,750, according to
the U.S. Department of Health and Human Services’ guidelines
used to determine financial eligibility for federal programs; for an
individual, the poverty limit is $12,490.

The Supplemental Poverty Measure incorporates non-cash benefits
(such as SNAP), work expenses, medical expenses, and other
factors, and is generally considered to be a more comprehensive
estimate of poverty than the official poverty rate.

Still, many argue that both the official poverty rate and the
Supplemental Poverty Measure underestimate how much it takes to
support a family and thus undercount the number of people in

poverty.

One study from the National Center for Children in Poverty
suggests that families need an income of at least twice the official
poverty level to meet their basic needs.

The top 5 percent of households earned 22.3 percent of the nation’s
income in 2017, according to the U.S. Census Bureau and the top 20
percent of households earned over half {51.5 percent) of the nation’s
total income.
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The top 1 percent held nearly 39 percent of the wealth in 2016, up
from just under 30 percent in 1989.

The bottom 9o percent held less than 23 percent of the wealth in
2016, down from just over 33 percent in 1989.

Between 1979 and 2017, earnings for the top 0.1% of earners grew
by 343 percent; for earners in the bottom go%, earnings grew by
just 22 percent.

The median white family has 12 times more wealth than the median
black family.

Despite the persistence of poverty in America and the continuing
need Americans have for the elaborate network of economic
security programs known as the “social safety net,” the Trump
Administration has been unrestrained in its efforts to dismantle
safety net programs.

Time and time again, the Trump Administration has attacked
programs that help struggling Americans put food on the table and
keep a roof over their heads.

Following years of weak wage growth and amid signs of a teetering
economy, the Trump Administration policies to cut programs and
limit enrollment will harm working families trying to keep their
heads above water.

Thank you, 1 yield back the remainder of my time.
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