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Introduction

In the wake of the Great Recession, many Americans don’t feel economically
mobile as they face rising healthcare expenses, high energy prices, swelling
college education costs, and slow wage growth. A recent Gallup survey
confirmed that income inequality is not ranked high on the minds of
Americans—dissatisfaction with the federal government, the state of the
economy, joblessness and growing healthcare costs are.! Relative economic
mobility remains the key driver of individual prosperity, and economic
growth ensures that everyone is better off in absolute terms over time.
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The “Growth Gap”
yawns ever wider,
as shown in Figure
1, with
employment
recovering all too
slowly, and too
many remain
unemployed  for
too long. Research
has shown that
long-term
unemployment can
have a profound
negative effect on
lifetime earnings.2

Over the last

quarter  century,
the rapidly
expanding

capabilities and falling costs of computers and computer-driven machinery
boosted the earnings of highly educated, highly skilled workers performing
creative, cognitive labor (e.g., an architectural engineer), while squeezing
the earnings of less educated, less skilled workers performing repetitive,
manual labor (e.g., an assembly line worker in manufacturing). This trend,
known as skill-biased technological change (SBTC), has not diminished
economic mobility statistically, but may be contributing to public

perceptions about income inequality.

(Continued on the next page ...)
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Highlights

Today, virtually all Americans
are better off due to continued
economic growth.

Most Americans experience
upward mobility through
different phases of life.

Americans with high savings
rates, even in cases of low-
income, are more likely to
experience upward mobility.

Family structure has changed
over time and remains an
important social factor in
children's opportunities for
upward mobility.

Receiving technical training or
a college education, obtaining
a job, and delaying marriage
and family formation until at
least one’s early twenties are
all factors highly associated
with improving economic
well-being and increasing
likelihood of upward mobility.

Economic mobility is higher in
locations with a greater
concentration of two-parent
households, better elementary
schools and high schools,
more civic activity and
community membership.

Page 1



Joint Economic Committee Republicans | Staff Analysis

A new BLS analysis finds
that slower labor force
growth is expected to
dampen potential GDP.

The “Growth Gap” is
exacerbating an
“Opportunity Gap” that
favors the highly-skilled
and well-educated over the
less skilled workers,
unemployed workers, and

Finally, a new Bureau of Labor Statistics (BLS) analysis finds that slower
labor force growth is expected to dampen potential GDP growth.3 The
“Growth Gap” is exacerbating an “Opportunity Gap” that has favors the
highly skilled and well-educated over the less skilled workers, unemployed
workers, and individuals caught in “poverty traps” that discourage upward
mobility with marginal effective tax rates of more than 100 percent.

A three-part series of Joint Economic Committee Republican Staff
Commentaries delved into the issue of economic inequality and mobility: (1)
identifying the common sources and misconceptions of inequality and
noting how inequality has changed over time;* (2) examining inequality in
the context of economic mobility;5 and (3) exploring factors driving
economic well-being and mobility and evaluating the effectiveness of
various policies aimed at addressing economic inequality.6 With this in
mind, this commentary recaps and updates the previous series and
highlights some facts about economic mobility for future and recommends
the pursuit of policies that broaden opportunity for more Americans,
encourage job growth to foster economic growth, and remove obstacles that

individuals caught in many Americans face in equality of opportunity.
“poverty traps.”
Identifying Economic Inequality and its Causes
There are five major problem areas that make changes in income inequality
over time difficult to determine:
1) There is a lack of consensus on what definition of income analysts should
use to measure inequality;
2) Household demographics have changed over time;
3) Consumption patterns have also changed over time;
4) The use of different price deflators yields significantly different results;
5) And other policy changes directly and indirectly affect the measurement
of income inequality.
Figure 2
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above $75,000 increased over the past 40 years, as shown in Figure 2.7
Recessions, including the most recent one, may have slowed or temporarily
reversed the trends, but nonetheless, roughly a third of U.S. households
currently earn more than $75,000 in real income, up from just one in seven
in 1967.

Defining Income

Income is traditionally defined as pre-tax, pre-transfer money income
excluding capital gains. While a look at income differences in a given year
may be particularly useful, the reality is not so simple when describing
income changes over time.

Figure 3
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households,
attributing just less than 13 percent of income to the top 1 percent (the
latest available to compare is through 2010).8

Recent Internal Revenue Service (IRS) data for 2010 show shares of federal
individual income taxes paid by the upper income quintiles in detail as
shown in Table 1, as well as the number of tax units that pay the
corresponding share. Separately, using CBO data on households, it’s possible
to determine a comparable share of taxes paid by each percentile as defined
by households rather than tax units.

I Note: Table 1 shows share of federal individual income tax paid. AGI is a fairly
narrow income concept and does not include cash payment and in-kind government
benefits (except for taxed portion of Social Security benefits), but CBO’s before-tax
income does. Households may not add up due to rounding. Household-size adjusted
income threshold may not be directly comparable to federal individual income tax
paid and number of households in each percentile. Returns with negative AGI are
included, but dependent returns are excluded. IRS tax shares do not include
refundable portion of EITC as it is classified as a spending program.
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Recessions, including the
most recent one, may have
slowed or temporarily
reversed the trends, but
nonetheless, roughly a
third of U.S. households
currently earn more than
$75,000 in real income, up
from just one in seven in
1967.

The treatment of taxes and
transfers makes a
dramatic difference in the
share of income the top 1
percent actually has.
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Using households as a
measurement can often be
misleading as the number
of people per household
has declined, and as such,
there are fewer earners
per household that income
is spread over.
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Table 1. Characteristics of Upper Percentiles, 2010

Adjusted Gross Income Before-Tax Income
. 135 million IRS tax returns 118.7 million CBO households
Percentile
Ranked % of Threshold, % of
by Income | Tprechold Income  Returns | 10USeROld p ome  House:
Tax Paid _51ze Tax Paid _—
adjusted
Top 1% $369,691 37.4% 1.4 $306,900 39.0% 1.1
million million
Top 5% $161,579 59.1% 6.8 $139,100 63.6% 5.9
million million
Top 10% $116,623 70.6% 13.5 $103,500 77.4% 119
million million
Top 50% $34,338 97.6% 67.5 $42,900 N/A 59
million million
Bottom <$34,338 2.4% 67.5 <$42,900 N/A 59.1
50% million million

Source: IRS, CBO.

Changing Household Demographics

Using households as a measurement can often be misleading as the number
of people per household has declined, and as such, there are fewer earners
per household that income is spread over. In the 1960s, the number of
persons per household stood at 3.3, the Census Bureau’s traditionally-
defined median real household income was $43,000 in inflation-adjusted
2012 dollars, and the household-to-vehicle ratio was 1:1; compare that to
2012, when the number of persons per household has fallen considerably to
2.5, the recent post-recession median real household income was $51,000,
and the household-to-vehicle ratio stands at nearly 1:2.

Figure 4
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Burkhauser’s numbers compare similarly to the CBO’s, which finds that for
the 60 percent of the population in the middle of the income scale, real after-
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tax household income growth was just under 40 percent from 1979 to
2007.10

Household composition, not only household size, has changed as well.
Today, there are more single-parent homes as a percent of families than in
previous decades. Single mothers make up nearly a quarter of families, and
two-parent households have fallen from over 85 percent to just under 69
percent.l! In 2012 alone, there were significantly more income earners per
household in the top income quintile of households, at 2.04, than earners per
household in the bottom quintile of households, at 0.45. Additionally,
married-couple households represented an overwhelming share of the top
quintile, at just over 77 percent, relative to single-parent families, non-family
households, or singles. The top quintile had the largest share of full-time
workers, over 78 percent, while more than 67 percent of those in the bottom
quintile did not work.12

Consumption Patterns

Another measurement of economic inequality is differences in consumption
patterns between the top and bottom income groups. Spending is an
important measurement because it helps determine standard of living and
reveals purchasing power in ways that cash income alone cannot. Individual
spending patterns per person for those in top quintile in 1987 was 2.5 times
greater than that of individuals in the bottom quintile; in 2012, that ratio
remained unchanged despite the recent recession, demonstrating
noteworthy stability. According to Diana Furchtgott-Roth, using data from
the Consumer Expenditure Survey, a household in the lowest quintile spent
an average $13,032 per person in 2012, while a household in the highest
quintile spent an average $32,054 per person.13

Inequality and Economic Mobility

Absolute and Relative Mobility

Adding further complication to defining inequality is the dynamic element of
economic mobility; a significant majority of households in a particular
quintile more than 40 years ago are not in the same quintile in 2010. As
defined in the collaborative Economic Mobility Project report of the Pew
Charitable Trusts and Brookings Institution, there are two types of economic
mobility to consider that differ from the changes in income resulting from
rising or falling economic inequality: absolute mobility and relative mobility.
Absolute mobility is a result of economic growth that enriches all groups of
society. In the report, the economy is likened to a ladder that grows taller
and all the ladder rungs are rising. At the same time, the distance of the
rungs on the ladder may be getting closer together or farther apart as the
ladder grows, demonstrating the degree of income inequality. In turn,
relative mobility can be described as the ability of individuals to move from
one rung to another dependent upon opportunity.14

As shown in Table 2, the interaction between absolute and relative mobility
is complex; though a full 93 percent of those in the bottom quintile
experience absolute mobility, 57 percent have both higher income and have
moved up a quintile. Similarly, though 70 percent of those in the top quintile
have higher income than their parents, only 38 percent have stayed within
the top quintile with higher income.1s

Household composition,
not only household size,
has changed as well.
Today, there are more
single-parent homes as a
percent of families than in
previous decades.

Consumption spending is
an important
measurement because it
helps determine standard
of living and reveals
purchasing power in ways
that cash income alone
cannot.
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Already it appears that
more and more Americans
are achieving at least the
top 2 percent of income at
some point in their
working lives than ever
before; new research finds
that 21 percent of working
Americans are achieving
that threshold by the time
they turn 60 years old, a
figure which has more
than doubled since 1979.
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Table 2. Absolute and Relative Mobility

Parents' Family Income Quintile
Bottom Second Middle Fourth Top All

Upwardly Mobile 57% 51% 43% 24% N/A | 35%

Higher Income & up 1+ quintile

Rising with the tide 36% 24% 23% 24% 38% | 29%

Higher income, same quintile
Falling despiterising tide  \/y 1795 2105 36% 32% | 20%
igher income, down 1 quintile

Downwardly mobile
Lower income & lower/same 7% 14% 12% 15% 30% | 16%

quintile

Adult Children

Source: Pew Charitable Trusts, Economic Mobility Project

Already it appears that more and more Americans are achieving at least the
top 2 percent of income at some point in their working lives than ever
before; new research finds that 21 percent of working Americans are
achieving that threshold by the time they turn 60 years old, a figure which
has more than doubled since 1979.1¢

Intergenerational Mobility

Another facet of the discussion of economic mobility concerns not just the
movement of an individual or household between “rungs” on the “ladder”
over time, but the degree of mobility between generations of the same
family over time.

Figure 5
o . According to a
Absolute Mobility Improves with a College Degree | "~ “° dy by
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tracked a nation-
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found, as shown in
Figure 5, at least
over four out of five
(84 percent)
Americans have
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family incomes
today than their own parents had approximately 30 years ago, and children
born to parents in the bottom quintile are more likely to surpass their
parents’ income than children from any other quintile. While the higher the
parents’ income, the higher their children’s income, it was also noteworthy
that the amount by which children exceeded their parents’ income
decreased the higher the parents’ income was. While both adult children
with and without college degrees were likely to exceed their parents’
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income, those with college degrees were far likelier to exceed parental
income.!” Indeed, education remains a major predictor of higher income and
upward mobility. According to Harvard economist Lawrence Katz, even if
the gains of the top one percent were distributed to the lower 99 percent,
household income would increase by less than half of what could be earned
if everyone obtained a college degree.18

Characteristics of Economically Mobile Individuals

According to analysis of 2009 Census data from the Brookings Institution,
adults who graduated from high school, were employed, and reached the age
of 21 and married before having children, had a 2 percent chance of living in
poverty and a better than 70 percent chance of upward mobility into the
middle class, defined as $65,000 or more in household income. Those who
did not meet any of the three criteria had a 77 percent chance of living in
poverty and a 4 percent chance of mobility into the middle class.1?

Figure 6
In an updated Pew
Charitable Trust
analysis, 86 percent
of college graduates,
84 percent of dual-
earning families,
849 and 64 percent of
people who were
continuously
64% employed left the
bottom quintile; by
contrast, only 55
percent of non-
college graduates,
49  percent  of
single-earning
families, and 34
percent of people
who  experienced
unemployment
moved up from the bottom quintile, as shown in Figure 6. Additionally, it
was found that those who moved out of the bottom quintile had
considerably higher savings, wealth and home equity than those who did not
move up.20

Characteristics of Economically Mobile Individuals
0% 20% 40% 60% 80% 100%

College graduates 86%

Dual-eaming families

Left Bottom Quintile

Continuously employed

Non-College graduates

Single-eaming famiies

Stayed in Bottom Quintile

Experienced unemployment

Another factor that has recently been analyzed is geographic location;
according to new research, a child from a low-income family in the bottom
quintile has a 4 percent chance of rising to the top quintile in Atlanta, but an
11 percent chance of rising to the top quintile in San Francisco or San Jose.
The researchers explain that upward mobility tends to be higher in metro
areas that have greater distribution of poor families among mixed-income
neighborhoods, and that income mobility was also higher in areas with a
greater concentration of two-parent households, better elementary schools
and high schools, and more civic activity and membership in religious and
community groups.2!

jec.senate.gov/republicans

Education remains a
major predictor of higher
income and upward
mobility.

Recent research explains
that income mobility was
also higher in areas with a
greater concentration of
two-parent households,
better elementary schools
and high schools, and
more civic activity and
membership in religious
and community groups.
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Those with skill sets
demanded by
technological changes
over the past several
decades have benefited the
most in terms of real
hourly wages by pursuing
post-secondary education
or specialized training.
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Skill-biased Technological Change

As aforementioned, the information technology revolution over the last
several decades has changed the demand for and consequently the real
wages paid to different types of workers. This phenomenon, known as skill-
biased technological change (SBTC), has increased the “wage premium”
that workers receive for a college education and for graduate or professional
degrees. Thus, education achievement, especially in specialties drawing
upon science, technology, engineering, and mathematics, is more important
today than it was in the past to economic mobility and well-being.

Information technology has boosted the marginal productivity of highly
skilled, college-educated workers. The real wages paid to highly skilled,
college-educated workers have increased rapidly as well over the past four
decades as the demand for these workers grew more rapidly than their
supply. At the same time, information technology directly competes with
some generally less skilled and less educated workers.  Their real wages
have tended to stagnate.

Those with skill sets demanded by technological changes over the past
several decades have benefited the most in terms of real hourly wages by
pursuing post-secondary education or specialized training. The “wage
premium” for these skills has therefore accelerated faster than those with
less education or skills that are in less demand. However, it should be noted
that while those with repetitive, manual occupations may have witnessed
their real wages stagnate, those with repetitive, cognitive jobs (especially
concentrated in the service industry) or creative, manual jobs (such as
firefighters or professional athletes) did not witness as much effect of SBTC
because those skills still require human input.

International Comparisons

Both domestically and abroad, these SBTC trends in labor have continued
regardless of government structure, business cycles, political leadership, and
government policies on revenue, outlays, and regulations.22 The
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working paper, which finds that of the survey of adult skills over the full
lifecycle in 22 countries the largest return is 28 percent in the United States,
as shown in Figure 7. Six countries returned more than 21 percent, and eight
countries including all Nordic countries that have returns ranging between
12 and 15 percent. As noted in the recent paper published by National
Bureau of Economic Research, “...returns to skills are systematically lower in
countries with higher union density, stricter employment protection, and
larger public-sector shares.”24

Even if the focus is between the 99 percent and the top 1 percent, while
inequality has grown considerably between these two categories, this
phenomenon is not unique to the United States; in fact, there is very little
evidence to suggest that this disparity is a result of the top gaining at the
expense of the 99 percent. This possible because the economic pie can grow
in size that benefits the top one percent immensely while everyone else
enjoys a bigger slice as well.25 Economist Allan Meltzer confirms that the
change between the top one percent and the 99 percent is a change
occurring across all developed countries.?¢ Furthermore, scholar Scott
Winship demonstrated that when the post-1986 U.S. trend of the top one
percent is corrected for the changes made in the 1986 tax reform, the U.S. is
rather consistent with the rest of the modern world over the past century
(1916-2006).27

Policy Solutions for the “Opportunity Gap”

Reform the Poverty Trap

Focusing on the economic problems of the very poor requires addressing
restrictions on opportunities for low-income, economically immobile
individuals. The interaction between taxes and the phase-outs of social
welfare benefits as household income increases frequently imposes an
extremely high effective marginal tax on earning additional income. This
phenomenon, known as the poverty trap, discourages individuals in low
income households from entering the labor force, working extra hours, or
seeking career advancement that would contribute to their economic
mobility and well-being. As Winship points out, existing programs may
provide a floor but also create a ceiling: though these programs lift the poor
out of destitution, they can also discourage the upward mobility of poor
children. In fact, in a recent report from the Cato Institute, Michael Tanner
and Charles Hughes find that welfare can pay more than the minimum wage
in 35 states, even after accounting for the Earned Income Tax Credit (EITC),
and in 13 of those states, welfare can pay more than $15 per hour.28

On the tax expenditure side, if a couple earning similar income decides to get
married next year, the tax code penalizes these dual earners when changing
tax status from single to filing jointly or separately.2® Recent research from
Brookings Institution finds that among low-income families with a primary
earner making $25,000 per year, a secondary earner’s take-home pay can be
less than 30 percent once taxes, loss of SNAP benefits, and cost of child care
are accounted for.30 In addition, with the implementation of the Affordable
Care Act, families can also expect that “some provisions will raise effective
tax rates on earnings from labor,” according to the CBO, as earning
additional income could reduce a family’s premium subsidy for health
insurance and thereby reduce the incentive to earn more.3!

Focusing on the economic
problems of the very poor
requires addressing
restrictions on
opportunities for low-
income, economically
immobile individuals.

If a couple earning similar
income decides to get
married next year, the tax
code penalizes these dual
earners when changing
tax status from single to
filing jointly or separately.
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Most policies intended to
help the poor are poorly
targeted and price the
poor out of markets for
assets that promote
mobility.

Recent calls for increases
in the minimum wage will
only further inhibit
already slow job recovery.
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Figure 8
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that were previously counted on as disposable income. The rates rise
sharply above earnings around the $10,000 and $15,000 marks. The
research further confirms that not getting married is a “major tax shelter”
for low-income households with children. The problem is two-fold; because
young and uneducated men that are childless or noncustodial fathers do not
receive targeted benefits, they remain ineligible to most forms of assistance,
and further, if a working man marries a working single mother, it could
cause her to lose child care assistance and part of the EITC she receives. The
study offers several suggestions, among them a bundled integration of the
myriad separate programs meant to help the poor, a set maximum marginal
tax rate on tax and transfer programs for families receiving transfer benefits,
separating out children’s subsidies from low-income workers, and slower
benefit phase-outs.32

Most policies intended to help the poor are poorly targeted (such as the
minimum wage and non-means-tested programs) and price the poor out of
markets for assets that promote mobility (such as tax breaks that promote
investment in savings and education that are unattainable to the poorest
because federal policy penalizes those behaviors by cutting off other
benefits), thus leaving a diminishing amount of money to reduce barriers to
upward mobility for the poor.33

Reduce Joblessness, Grow the Economy

Another barrier to mobility is joblessness, especially becoming long-term
unemployed (27 weeks or longer). Recent calls for increases in the minimum
wage will only further inhibit already slow job recovery. From an
international perspective, no minimum wage is associated with lower rates
of unemployment. In 2013, there were nine countries in Western Europe
with a minimum wage with unemployment rates ranging from 5.9 percent
(Luxembourg) to 27.6 percent (Greece) and the median country is France
with an 11.1 percent unemployment rate. There were another nine
countries with no minimum wage, five of which have lower unemployment
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than Luxembourg, and the median country is Iceland with a 5.5 percent
unemployment rate. Germany, the largest economy in Europe, belongs to the
no minimum wage group with 5.2 percent unemployment, a much improved
change due to labor reforms that allowed more low-wage jobs combined
with subsidies for low-wage workers.34 There is a significant amount of
literature on the minimum wage debate; economists William Wascher and
David Neumark compiled research demonstrating that for the least-skilled
groups, who are most likely affected by minimum wage increases, studies
have overwhelmingly shown evidence of strong disemployment effects for
least-skilled workers.35 Additional research from Neumark, Wascher and
J.M. Ian Salas reconfirm that the evidence still shows a tradeoff of higher
wages from some with minimum wage against job losses for others.36
Furthermore, as pointed out by Reason, one meta-analysis on the price
effects of a minimum wage increase found that a 10 percent minimum wage
increase in the U.S. raises food prices by 4 percent and overall prices by 0.4
percent. Another found that the same 10 percent increase in minimum wage
led to a price increase of 0.7 percent.37

The EITC, alternatively, is a more effective anti-poverty tool as it encourages
work and it is more effectively targeted at working-class households without
passing the burden on to employers looking to hire for low-skill jobs.
Expansion of EITC to include lower-income workers without children could
benefit more working-class households.

Remove Education Roadblocks & Restore College Affordability

Over the course of the 19t and 20t centuries, Americans were among the
most literate and numeric people worldwide and this advantage led America
to become the world’s largest economy and to build a strong middle class.
Today, American students are falling behind future competitors on
international standardized tests, such as those from the Programme for
International Student Assessment (PISA) by the OECD, in math and science.
Though America has some excellent schools, both public and private, and
some outstanding teachers, far too many children—especially those from
urban minority families—are trapped in failing schools that do not prepare
them with even the most basic skills needed for future success. As a result,
they lack the foundation for more advanced learning that will enable them to
become upwardly mobile. Teachers unions remain fervently against merit
pay, charter schools, or other forms of “school choice” that would bring
accountability and competition into primary and secondary education, even
though these choices have proven successful both here and abroad.

Furthermore, in a world becoming more and more defined by SBTC,
obtaining a college degree or advanced vocational training is vital to future
success. Though federal student loan programs may have expanded access
to education, they have also effectively reduced college affordability. In fact,
colleges have increased tuition and fees along with greater sums of federal
aid. As noted by the National Center for Policy Analysis, there are several
pertinent facts revealed in several studies that have delved into the
underlying reasons for the sharp increases in tuition costs:

o The College Board finds that over the past three decades, financial
aid has increased 438 percent after inflation due to hikes in more
than a dozen federal grant and loan programs.

The EITC is a more
effective anti-poverty tool
as it encourages work and
it is more effectively
targeted at working-class
households without
passing the burden on to
employers looking to hire
for low-skill jobs.

American students are
falling behind future
competitors on
international
standardized tests.
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The cost of college tuition
has been rising faster than
other common household
costs, including healthcare
and housing costs.

When examining policy
options, policymakers
should keep in mind what
makes Americans so
mobile, both in absolute
and relative terms.
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e A 2007 University of Oregon study found that colleges “tend to
absorb most federal student aid by increasing their tuition revenue.”

e The Center for College Affordability and Productivity found that a $1
increase in the average student loan was associated with a net
increase in tuition of 93 cents at public schools and 55 cents at
private schools.

e A Goldwater Institute study found that, from 1993 to 2007, per-
student spending on administration climbed a double the rate of
spending on instruction.38

As shown in Figure 9, the cost of college tuition has been rising faster than
other common household costs, including healthcare and housing costs.
Figure 9 A recent
Tuition Rising Faster than Other Costs and Income Washington  Times
article notes that
. the college trend of
%t having more
administrators than
professors is on the

9

7 rise, citing an
example from the
%y University of

Percent Change Since 1978
o

Michigan which has
53 percent more

“full-time

. administrators and
2 professionals”
(9,652) than full-

time professors

0 (6,305).3  Today,
recent college

graduates are

saddled with

mountains of student loan debt, which has far reaching consequences,
including a delay in family formation, buying homes, or starting new
businesses. Colleges must constrain costs as they pertain to excessive
spending on administrative staffs, professional tenure, and other expensive
accessories.

Conclusion

Income, even properly defined, is not the only useful measurement of
economic inequality; wealth is an equally important consideration as
different stages in life can yield anomalies in income relative to wealth.
Rather than remain concerned with “concentrations” of income and wealth
among the one percent, which is a constantly changing set of individuals, it is
important to identify barriers to economic mobility and close the
“Opportunity Gap” for those at risk of remaining economically immaobile.

When examining policy options, policymakers should keep in mind what
makes Americans so mobile, both in absolute and relative terms. Absolute
mobility can be encouraged by pro-growth policies such as tax reform,
deregulation, and lowering the debt relative to the size of the economy.
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Relative mobility can be encouraged by reforming programs that currently A strong economy with job
discourage saving, investing, and learning among the poorest, including  growth begets absolute
reforms to the welfare system, amending the tax penalty on married couples,
education reform, and finding a solution to slow the cost growth of higher .
learning that has risen with the increasing prevalence of federal student  Growth Gap,” while
loans. In the former, a strong economy with job growth begets absolute reformed incentives to
mobility and shrinks the “Growth Gap;” in the latter, the reformed incentives save, invest, and learn
to save, invest, and learn skills boosts relative mobility and reduces the
“Opportunity Gap.”

mobility and shrinks the

skills boosts relative
mobility and reduces the

A refocus on the “Opportunity Gap” requires (1) critical consideration of “Opportunity Gap.”
how policies affect incentives; (2) identifying policies that fail to provide

long-term solutions to increase wellbeing; and (3) delving into education

reform, the best long-term solution to ensure sustainable improvement of

wellbeing and economic mobility. At the same time, the “Growth Gap” should

equally remain an important focus in the continually tepid recovery, and

solutions abound in tax reform, removal of excessive regulations, and

achieving long-term fiscal sustainability.

e ——————
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