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Report of the Joint Economic Committee on the
2023 Economic Report of the President

CHAIRMAN’S VIEWS

| am pleased to share the Joint Economic Committee (JEC)
Democratic response to the 2023 Economic Report of the
President. The JEC is required by law to submit findings and
recommendations in response to the Economic Report of the
President (the Report), which is prepared and released each year
by the Council of Economic Advisers (CEA). This year’s
Economic Report was published by the Biden administration in
March 2023.
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This reportfocuses primarily on forward-looking policies thatwill
continue oureconomic growth and bolster our economic resilience
while helping to build a sustainable and equitable economy that
works for all Americans. Despite the economic headwinds we
have faced in recent years, there are clear signs that we are headed
in the right direction. The right set of policies will help us build
upon these successes.

We are making progress in our ongoing efforts to bring down
inflation. Compared to this time last year, when prices were
spiking in the wake of Russia’s invasion of Ukraine, the United
States is seeing lower prices at the pump and at the grocery store.
This is helping to relieve some financial pressure for American
families, workers, and small businesses. While we still have work
to do to bring down prices across the economy, these are
promising signals of our continued economic recovery.

As our economy recovers, more Americans are returning to work
and our labor market continues to grow. Under President Biden,
our economy has added more than 13.2 million jobs and seen 29
consecutive months of job growth. Unemployment for Black and
Hispanic workers has fallen significantly. Lower-income workers
have seen significant wage gains and better career possibilities.
We strive for an economy that creates opportunity and good-
paying jobs for every American, and we are continuing our work
towards that goal.

Investments from the Inflation Reduction Act, the Bipartisan
Infrastructure Law, and the bipartisan CHIPS and Science Act are
creating new jobs in infrastructure, clean energy, and
manufacturing—and will continue to do so into the future. We
should build on this by strengthening job training and
apprenticeship programs and investingin children’s education and
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health care. Investing in children and young adults helps raise
incomes, improve workforce skills and job retention, and reduce
poverty—opening new doors to economic opportunity.

We are buildingan equitable economy for future generations. That
requires adjusting to rapid changes in our economy, technology,
and climate. We must conserve our threatened water resources and
transition to cleaner energy sources, being careful to do so in a
way that benefits rather than harms the communities that currently
rely on fossil-fuel energy for jobs and revenues. And as we work
to mitigate the effects of climate change, we must also preserve
our public lands, which help fuel local economies and create much
needed jobs in many rural communities.

Continued public investment is necessary in order to maintain our
strong economic recovery, and those investments will create
returns that will help maintain the United States’ leadership in
innovation, productivity, andnational security. Itwill also position
us to build a more sustainable, equitable future.

We can and should make investments in a fiscally responsible
way. In the midst of debates on government spending, we should
acknowledge that where and how we spend money speaks to the
values we hold. Under the previous administration, a Republican-
led Congress passed a nearly $2 trillion tax law that primarily
benefitted the wealthiest Americans and big corporations. Under
President Biden and the Democratic majorities in the 117®
Congress, the federal budget deficit came down $1.4 trillion in FY
2022. The Inflation Reduction Act passed in August 2022 is
expected to reduce the deficiteven further—by nearly $240billion
overthe nextdecade—while codifyingpolicies thatwill help bring
down costs and invest in the future of American families and
businesses.



A successful economy is one in which parents can afford to
provide opportunities for their children to thrive, entrepreneurs
can start new businesses, and workers can pursue jobs that will
support their families and allow them to retire with peace of mind.
We have the opportunity—and the responsibility—to pass smart
economic policy that invests in American families, workers, and
businesses. We must seize that opportunity.

MARTIN HEINRICH
CHAIRMAN



CHAPTER 1: EcoNnoMIC OUTLOOK

Principal economic indicators show continued economic
strength

Today, our economy has recovered more than 13.2 million jobs
since President Biden took office, and states like New Mexico are
seeing their unemployment rates at the lowest levels in decades.
But we continue to face challenges from the global disruptions
caused by Russia’s invasion of Ukraine, instability in financial
markets, higher interest rates, and the rising threat of climate
change.

Even as the United States faced global economic headwinds in
2022, businesses added jobs, the economy grew, and inflationary
pressures decreased in the second half of the year. In 2022, real
Gross Domestic Product (GDP) grew 2.1% and the country gained
4.8 million jobs.12 In June 2023 alone, the United States added
209,000 jobs and the unemployment rate stood at 3.6%, near its
50-year low. Inflation, which is still affecting family budgets, has
dropped significantly since last summer. May’s Consumer Price
Index (CPI) figures showed annual inflation dropping to 4.0%,
well below the recent peak of 9.1% in June 2022. 3

The budget deficit has come down significantly under President
Biden, and the Inflation Reduction Act will continue progress on
decreasing the deficit. Under President Biden and Democratic
majorities in the 117th Congress, the federal budget deficit came
down $1.4 trillion in FY 2022. This stands in stark contrast to
Republican majorities under the previous administration, which
passed an almost $2 trillion tax law that handed out massive tax
cuts to the wealthy and big corporations.#> The Inflation
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Reduction Act passed in August last year is expected to reduce the
deficit by $240 billion over the next 10 years.®

Continued public investment is needed to maintain the strong
economic recovery and ensure that workers in every community
have access to high-paying, high-quality jobs. Investments from
the Inflation Reduction Act, the Bipartisan Infrastructure Law, and
the bipartisan CHIPS and Science Act will add jobs in
infrastructure, clean energy, and manufacturing. These crucial
bills will help continue and build on the existing manufacturing
jobs boom, with nearly 800,000 manufacturing jobs added since
President Biden was sworn into office.’

GDP growth has remained positive throughout the Biden
administration.

Despite repeated warnings to the contrary, the United States is not
in recession. Although real GDP growth dipped below zero in the
first two quarters of 2022, the business cycle dating committee of
the National Bureau of Economic Research did notdeclarethatthe
United States was in a recession given the lack of a widespread
economic downturn across multiple indicators.8® Major
contributors to the measured negative growth rates included
declines in highly volatile GDP components such as inventories
and net exports, which are influenced by factors other than the
current health of the domestic economy.10.11.12



Despite Fears, a Recession was Averted and

the Economy Continues to Grow
Quarterly growth in real GDP, Q1 2021 to Q1 2023

6.3% 7-0% 7.0%

Q1 Q1 Q1
2021 2022 2023

Source: Bureau of Economic Analysis
Mote: Data are seasonally adjusted

Multiple measures of inflation continue to trend downward.

Since the headline inflation rate peaked around 9% last summer,
it has come down steadily to around 4% today. Rapid declinesin
food and energy prices have contributed a great deal to the easing
of cost pressures facing American families. Prices of goods and
services apart from food and energy have also come down
dramatically from their peak, in a slowing of what is known as
“core inflation”. However, the core inflation rate has proved to be
more stubborn in recent months, hovering around 5.5%.

Within core inflation, growth in the price of goods has come down
steadily. This reflects a slow but steady normalization of cost
pressures in the goods market, as supply chains return to normal
and the last echoes of pandemic-era disruptions in industries such
as microprocessors and new and used cars fade into the past.
Growth in the price of services, however, has remained elevated,
due largely to a spike in residential rents last year. Because of the
length of rental contracts, the subsequent normalization in rent
prices will take some time to be fully reflected in the CPI, and
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would be expected to drive measured core services inflation lower
for the next few months.

The non-housing portion of core services inflation, sometimes
referred to as “super-core” services inflation, remained around
0.23% in May, and 4.53% year-on-year, buoyed by the continuing
strength of the American consumer andthe post-pandemic rotation
from goods to services consumption.’® The Federal Reserve’s
decision to hold interestrates steady in June reflected a recognition
thatthe lagged effects ofthe lastyear’s rate hikes are workingtheir
way through the economy, andwill continue to push core inflation
back towards the Fed’s 2% goal.

Bipartisan infrastructure and CHIPS deals, as well as IRA, are
dramatically boosting factory construction.

Public investments have been essential to ensuring a strong and
equitable economy over the past three years. From historic relief
packages like the American Rescue Plan to the landmark climate
provisions of the Inflation Reduction Act, we have seen how bold
federal investments can respondto some of our biggestchallenges.
During this same period, Americans have also seen the benefits
and harms of technology, grappled with the stark realities of
finding adequate care for their families, and seen the job market
shift with unease. Throughout it, we have shown resilience in a
time of immense change.

The historic commitments that are being made to reshoring and
building a prosperous, sustainable, and resilient future are
beginning to bear fruit in a renaissance of American
manufacturing. In the latest statistics, investment in domestic
construction by American manufacturers has shown an
unprecedented increase. Across the country, businesses are
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breaking ground to construct factories that will provide jobs and
grow our manufacturing base.

Total Manufacturing Construction Has
Boomed Since Last Summer

Total construction spending in manufacturing, billions of 2023
dollars, January 2002 to May 2023

§250

$194B
$200 |
$150 |
$100 |
$50
S0 . . . .
2002 2007 2012 2017 2022

Source: US Census Bureau and Bureau of Labor Statistics

Recent evidence shows that investments in the IRS will more than
pay for themselves through higher tax compliance by the very
wealthy.

Despite calls from Republicans to defund the Internal Revenue
Service that would have made it easier for the wealthy to cheat on
their taxes, Congressional Democrats maintained the bulk of the
funding directed towards modernizing the Internal Revenue
Services’ (IRS) systems and enforcement. Aside from the
dramatic contribution that better IRS enforcement can bring to
deficit reduction, the capacity-building and reforms enabled by
this investment will allow more equitable enforcement of the
provisions of the tax code. Recent estimates suggest that every
dollar invested in auditing the highest-income taxpayers yields
$12 in recovered revenue—a “win-win” proposition for the vast
majority of Americans who pay their taxes on time and in full.14
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The costs of GOP debt limit brinksmanship have yet to be fully
counted.

Although the compromise bill averted a catastrophic default, the
long-term damage caused by the GOP’s threats to the full faith and
credit of the United States will not be apparent for some time. The
Government Accountability Office estimated that the previous
round of debt-ceiling threats in 2011 had raised borrowing costs
by 70 basis points, which translates to an additional nearly $160
on homeowner’s monthly mortgage payments, adding up to an
extra $58,000 over the life of their loan. It also translates to
approximately an additional $2,500 and $800 for small business
and car loans, respectively.1516

In addition to any effect on interest rates, the extended battle over
the debt ceiling has interfered with the smooth execution of debt
issuance by the Treasury. Forcingthe Treasury to concentrate debt
issuance in the next few months fits poorly with the needs of
capital markets and will provide unwelcome pressure on the
world’s most important financial market, at a time when
irresponsible balance sheet management at several regional banks
has highlighted the importance of financial system stability and
the complexity of maintaining it.1’

Continued strength of the labor market promotes equity and
resiliency, but we need more

Job gains keep beating expectations, and overall unemployment
remains near historic lows.

This faralong in a recovery, the labor market would ordinarily be
expected to show some signs of sluggishness, but multiple
indicators are pointing to its continued strength. The economy
continues to add jobs at an elevated rate, and overall
unemployment remains near historic lows.18 Despite widely
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publicized layoffs athigh-profile technology firmsand Wall Street
banks, new unemployment claims have moved up slightly but
remained relatively stable. Continuing claims have recently
fallen.t®

The United States Has Added Over 13 Million

Jobs Since President Biden Took Office

U.S. total nonfarm payrolls, in millions, January 2020 to June
2023

160 156.2M
140
117% of the jobs lost
120 130.4M have been regained
100 1 1 1
2020 2021 2022 2023

Source: Bureau of Labor Statistics
MNote: Data are seasonally adjusted.

However, low overall unemployment rates mask less-encouraging
trends for certain groups of Americans. For example, while the
June 2023 unemployment rate for all women ages 16 and older
was 3.4%, the equivalent rate for Black women was 6.1%.
Furthermore, Black women’s unemployment rate was still above
its pre-pandemic February 2020 level (5.3%). Other groups, such
as Black men and young Americans, similarly face higher rates of
unemployment. We need to continue prioritizing equity in the
recovery of our economy.

While the pandemic may have had a lasting effect on the labor
force participation of Americans over 55, participation rates
among younger Americans have recovered rapidly to pre-
pandemic levels. Although they have begun to subside, vacancies
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remain elevated, particularly relative to unemployed workers.
Continued strength of labor demand indicates the potential gains
fromensuringcontinued labor force growth, such as by addressing
pandemic-era shortfalls in immigration and barriersto child care.

U.S. Employment Rate Exceeds Pre-Pandemic
Level

Monthly prime-age U.S. employment-populationratio, January
2019 to June 2023

85 r 79.8% 80.5% 80.9%

75 F

65 1 1 1 L
2019 2020 2021 2022 2023

Source: Bureau of Labor Statistics
Mote: Data are seasonally adjusted and for people ages 25-54.

Labor force participation rates have reached new milestones for
many groups that are often left behind by the economy

Although discrimination and persistent unequal norms continue to
create headwinds for the employment of many American workers,
tight labor markets during a strong recovery have begun to pull
many Americans into the labor market. Women and Black
Americans have overcome some of the barriers which were made
brutally clear during the pandemic to achieve new milestones in
the American labor force.

The labor force participation rate of American women has recently
reached, and remains near, an all-time high. Coming so soon after
the pandemic-era disruptions resulted in additional caregiving
responsibilities and overwhelming job losses for women, this
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milestone suggests that changing norms and increased equality
remain a powerful force in sustaining women’s historic
contributions to the growth of the American labor force and
economy.

Women's Labor Force Participation Rate Has

Fully Recovered From the Pandemic

U.S. prime-age women's labor force participationrate,
January 2019 to June 2023

30 r
77.8%
75.8% 77.0%
?O 1 1 1 1
2019 2020 2021 2022 2023

Source: Bureau of Labor Statistics
Note: Data are seasonally adjusted and for women ages 25-54.

Black Americans have made important contributions to the
recovery as well, with Black labor force participation reaching
parity with the equivalentrate for white Americans in August 2021
and January 2022, and the gap in employment rates reaching its
narrowest point ever. 20 This milestone coincides with the lowest-
ever Black unemployment rates.?! The wage gap between Black
and Hispanic workers and their white non-Hispanic counterparts
has begun to fall steadily for the first time in decades.2
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Labor Force Participation Rates for Black and
White Americans See Strong Recoveries

U.S. labor force participation rate for Black and white people,

January 2019 to June 2023
65 62.6%

55 L L L L
2019 2020 2021 2022 2023
White Black

Source: Bureau of Labor Statistics
Mote: Data are seasonally adjusted and for people ages 16 and older.

Wage gains during the recovery have been concentrated among
lower-wage workers, starting to chip away at the accumulated
inequality and wage stagnation since 1980

In fact, the progress towards shrinking racial wage gaps is part of
a more general trend towards undoing the wage inequality which
has surged over the last four decades. In the current recovery,
wages have grown much faster for lower wage workers than for
higher wage workers, and for high school graduates than for
college graduates. Wages have grown faster in Manufacturingand
in Leisure and Hospitality than in other industries, and for lower
and middle-skilled occupations more than for high-skilled
occupations.23
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Recent Wage Growth Has Been Concentrated
Among Lower-Wage Workers

Monthly wage growth by wage quartile, January 2019 to May

2023
g - 6-9% " 6.8%

i
i

2019 2020 2021 2022 2023

o 1<t Quartile ===2nd Quartile 3rd Quartile == 4th Quartile
Source: Federal Reserve Bank of Atlanta
Note: Series plots 12 month moving average of median hourly wages.

Wages have grown fastest for job-switchers, and dramatically
faster for younger workers than for others. Wages of non-white
workers grew faster than those of white workers until recently, and
are now growing at roughly the same rate.24 All of these pattems
have been helping to narrow pre-existing gaps and reverse long-
run trends of rising inequality.

Relief programs and a strong labor market enable resilient
middle-class households to drive the recovery

Bold and timely interventions during the pandemic recession
shielded household balance sheets, enabling a rapid and sustained
consumer-led recovery.?> Mortgage delinquencies on single-
family homes have rapidly regained their pre-pandemic levels, in
distinct contrast to the slow recovery from the Great Recession. 26
The share of American families who could meet an unplanned
$400 expense using cash or equivalent went up during the
pandemic, before returning to its 2019 level of 63% in 2022.2
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Unlike the Global Financial Crisis, Foreclosure
Starts Stayed Low Despite the Pandemic
Forclosure starts, in thousands, January 2008 to March 2023

160 1223

120
80

40 6.7

O 1 1 1
2008 2011 2014 2017 2020 2023

Source: Federal Housing Finance Agency

The health of American consumers’ balance sheets stands in stark
contrast to the generational damage done by the wave of
foreclosures during the Global Financial Crisis in 2008, in which
3.8 million Americans faced foreclosure.2¢6 Consumer sentiment
and employment failed to fully recover for years.

Unfortunately, auto loan delinquency rates among younger and
lower income borrowers have risen in recent months, indicating a
high level of financial strain on some households.2® This is
particularly concerning because of the crossover between this
population and the holders of student loan debt, who have been
subject to financial uncertainty over the legal challenges to the
President Biden’s debt forgiveness program. The end of
pandemic-era loan forbearance will presenta challenge for these
house-holds finances, particularly those who carry student loan
debt without also having completed a degree. Only 3 out of 10
such households report considering the financial benefits of their
education to outweigh the costs.30
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CHAPTER 2: IMPROVING CHILDHOOD WELL-BEING

Investments in kids are good for families and for the economy as
a whole. Recent expansions of nutrition assistance programs and
the Child Tax Credit, amongother programs, improvedchild well-
being, but more investments are needed to build upon this
progress. Expanding access to these programs and removing
barriers will enable more eligible kids to benefit, improving their
health and financial well-being and producing returns for the
economy.

Child poverty fell to a record low recently, but more investments
are needed to keep it low

Pandemic-era policies successfully reduced child poverty to a
record low in 2021, bringing the United States temporarily in line
with peer countries for the first time. In 2022, however, child
poverty increased with the expiration of these policies—meaning
that the United States will once again lag peer countries in
measures of child poverty. Expansions of and additional funding
for programs like Medicaid; the Child Tax Credit (CTC); the
Supplemental Nutrition Assistance Program (SNAP); the Special
Supplemental Nutrition Program for Women, Infants, and
Children (WIC); Head Start; the Housing Choice Voucher
program; paid parental leave; and affordable child care would help
support families and children.

Child poverty fell to a record low in 2021, largely due to the
expansion of the Child Tax Credit

Child poverty in 2021 fell to 5.2%, the lowest rate on record
according to U.S. Census Bureau measures.31:3233 The child
poverty rate was cut almost in half from the previous year’s rate
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of 9.7%. This drop was the largest single-year decline in child
poverty onrecord and wasdriven primarily by the expanded Child
Tax Credit (CTC) included in the American Rescue Plan.

Public Investments Have Successfully Lowered
Child Poverty

Supplemental poverty measure for children, 1971 to 2021
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Mote: Data are anchored to 2021 poverty thresholds.

Overall, the CTC lifted 5.3 million people—including 2.9 million
children—out of poverty in 2021.34 Just the expansion of the CTC
alone lifted 2.1 million children out of poverty, and were the tax
credit not expanded, the child poverty rate would have only fallen
to 8.1% and these 2.1 million children would have remained in
poverty.3> The CTC also helped reduce the percentage of children
living in near-poverty by one-third.36

Congress expanded the Child Tax Credit as part of the American
Rescue Plan

The expansion of the CTC as part of the American Rescue Plan
made the credit fully refundable, which enabled previously
ineligible low-income families to receive the full credit.3” Full
refundability was the main driver of the expanded CTC’s child
poverty reduction and helped 19 million more children become
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eligible for the full credit.3® These children previously could not
receive the full credit or received no credit at all because their
families' incomes were too low.

The American Rescue Plan also dramatically increased the value
of the CTC from $2,000 per child to up to $3,600 per child under
age 6 and to $3,000 per child between age 6 and 17 in 2021. This
increase put significantly more money in the pockets of low- and
middle-income families to pay for household expenses.3?

Pre-pandemic, the United States lagged far behind peer countries
in measures of child poverty

Despite being the richest country in the world, the United States
has consistently had a higher share of children living in povery
than thatof peer countries. In 2019, the Organisationfor Economic
Co-operation and Development (OECD) reported that21% of U.S.
children lived in poverty.40:41

Using the OECD measure, the share of U.S. children living in
poverty in 2019 was 21%, which was well above the pre-pandemic
average of 13% in other OECD countriesand higherthan the child
poverty rate inall butfour OECD countries. Thisis in part because
countries like Finland, Norway, Sweden, Germany, and France
have implemented a range of family-friendly policies that the
United States lacks, such as universal child care, child savings
accounts, and child allowances.424344.4546.47 Meanwhile, policy
choices left more than one in five children in the United States
living in poverty.

Children who grow up in poverty are more likely than their more
affluent peers to continue to face barriers in education,
employment, health, and productivity throughout their
adulthood.*® As income inequality continues to rise in the United
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States, marginalized communities are disproportionately left
behind.*® In particular, children of color, those in Tribal
communities, and children in rural areas are even more likely to
live in poverty.

Cash transfers like the expanded Child Tax Credit brought the
United States more in line with peer countries for the first time

Despite the economic chaos caused by the COVID-19 pandemic,
the United States was able to cut the share of children living in
poverty from 21% in 2019 to 14% in 2021, according to the
OECD.% This feat was made possible by pandemic-era cash
transfers that provided immediate relief to families when they
needed it most.®! This expanded social safety net brought the
United States’ child poverty rate in line with the peer country
average of 13% for the first time in history.52

The success of the expanded CTC and stimulus payments can also
be seen in the Supplemental Poverty Measure (SPM) published by
the U.S. Census Bureau.>? While the OECD compares families’
income to the country’s median income, the SPM calculates
whether their income is above or below a set threshold based on
the local cost of living for a family in their area. Under this
measure, only 5.2% of children in the United States lived in
poverty in 2021, a record low and a drastic decrease from the
13.1% living in poverty in 2019.

More investments are needed to sustain the gains of 2021

Although progress has been made, the United States needs to
protect and expand effective policies that address child povery.
Many of the policies that reduced poverty in 2021 have expired,
once again bringing the United States out of line with peer
countries.> Data released in September 2023 by the U.S. Census
Bureau will show a steep rise in child poverty for 2022, mainly
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due to the expiration of the expanded Child Tax Credit.55.56
Analysis from the Center on Poverty and Social Policy at
Columbia University showed that 3.7 million children fell back
into poverty after the monthly CTC payments ended.5’

Instead of adding more barriers for benefit recipients, as House
Republicans have insisted on doing, the United States should
continue to invest in programs like the Supplemental Nutrition
Assistance Program (SNAP), which has a proven track record of
increasing food security for low-income families.?8 In total, 14.4
million children received SNAP benefits in 2019.5° Republican
lawmakers’ radical budget plans would also drastically cut
funding for other essential programs that support families,
including Head Start, the Housing Choice Voucher program, the
Special Supplemental Nutrition Program for Women, Infants, and
Children (WIC), child care support, and the Low-Income Home
Energy Assistance Program.

Democrats in Congress, by contrast, have reintroduced legislation
in the 118t Congress to make the 2021 expansionof the Child Tax
Credit permanent, which would benefit more than 60 million
children with three-quarters of the benefit going to families in the
bottom three quintiles.6%.61 A total of 209 House Democrats have
signed onto a bill that would expand the CTC with an emphasis on
refundability while also providing a $2,000 payment for newbom
babies.t263 In addition, family-friendly policies such as paid
parental leave, universal child care, and broader investments
through the Two-Generation Economic Empowerment Act would
increase economic opportunities for families living in poverty.64
These investments would help every American reach their full
potential by reducing the number of children growing up in
poverty.
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Public investments in children yield economy-wide benefits

Policies like the expanded CTC are an investment in children’s
well-being over the long term. Research has found that an extra
$3,000 in a family’s annual income when a child is younger than
age 5 leads to 19% higher earnings when they grow up.6 Other
research on investments in early childhood finds that increasing
family incomes has tangible outcomes for children, including
highertest scores, higher high schooland college graduation rates,
improved health outcomes, lower rates of incarceration, and
reduced need for future income support.66.67.68.69

One study found that recipiency of the Earned Income Tax Credit
when children are in their teens increases the likelihood of
completing high school and college, being employed as a young
adult, and having higher earnings.”® Another study by Hilary
Hoynes and others found that SNAP recipiency before age 5 leads
to greater economic self-sufficiency, reduced need for future
income support, andreduced likelihood of incarceration.” And yet
another study showed that the recent monthly CTC payments
improved the ability of households—particularly low-income
households and Black and Hispanic families—to invest in their
children’s education and long-term development.’273 By
increasing families’ ability to pay for items like tutoring and
extracurricular activities, the expanded CTC helped improve
future mobility and lifetime success, which creates economy-wide
benefits that last for generations.

Overall, a growing body of academic research finds that public
investments in children yield significant long-term returns with
economy-wide benefits, as healthier, more educated kids grow up
to be more productive workers with higher earnings.” This, in
turn, also generates greater productivity and higher future
revenues.
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Investments in child care and early childhood education are
important for childhood development and the economy

High-quality, accessible child care fosters a number of economic
and socioeconomic benefits for both individuals and the country.
Underinvestment in child care and the resulting high prices have
prevented the United States from fully realizing those benefits,
constraining future economic growth. Proposals to address these
issues include universal pre-kindergarten and capping out-of-
pocket child care costs for parents. These investments will drive
economic growth in both the near- and long-term by making it
easier for parents to participate in the labor market and increasing
the human capital of future workers.

Child care in Americais notaffordable for mostworking families

The current child care system suffers from inadequate public
investment, leaving parents and caregivers to foot the bill for the
rising cost of child care. Recent national estimates find that child
care costs for a single child average just over $10,000 per year.”>
These costs can be significantly elevated depending on the state
and are usually higher for younger children. For a family with two
young children—an infant and a four-year-old—average child
care costs exceed the median cost of rentin every reporting state
and the District of Columbia.’®

The high cost of child care takes up a significant portion of family
income. The Department of Health and Human Services (HHS)
has determined that child care is unaffordable if it exceeds 7% of
family income.”” However, in 36 states and the District of
Columbia, atypical married couple with an infantand a four-year-
old spends on average more than 20% of their income on child
care. These affordability issues are found nationwide, with all
reporting states and the District of Columbia exceeding the 7%
cap.
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This high cost of child care disproportionately burdens lower-
income households and those with mothers who are Black,
American Indian or Alaska Native, Hispanic, Native Hawaiian or
other Pacific Islander, or Asian.’8 Ability to access suitable care
also differs based on the mother’srace and ethnicity. While 6% of
families with a white mother reported ultimately being unable to
access a care program that meets their needs, this number was
double for families with an American Indian or Alaska Native
(12%) or Hispanic (13%) mother. Families with Black, Asian, and
Native Hawaiian or other Pacific Islander mothers also report
elevated ratesat 8%, 7%, and 7%, respectively. For these families,
prohibitive costs remain the largest factor preventing them from
accessing child care programs that fit their needs.

The High Cost of Child Care Disproportionately

Burdens Mothers of Color
Percent of mothers that say cost is a barrier to finding child
care, by race/ethnicity, 2016

38% 36%
32%
27%
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Source: Center for American Progress
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Public investmentsin children by America lag that of other OECD
countries

Data from the OECD show that the United States invests less in
early childhood education and care as a percentage of Gross
Domestic Product (GDP) than all but three other OECD
countries.” This chronic underfunding of the child care systemhas
shifted the burden of rising costs onto families, leaving many
unable to afford the care that they need and depriving them of the
benefits of high-quality child care.

Limiting out-of-pocket child care costs will increase families’
incomes and support the early development of children

The high and rising cost of child care comes with significant
economic consequences. For many families, child care is either
entirely unaffordable or so expensive that parents—especially
mothers—drop out of the labor force to provide child care
themselves, which negatively affects parents’ and caregivers’
ability to fully participate in the economy.8 Over two million
parents, particularly women, are estimated to have made career
sacrifices such as quitting a job or not taking a job due to child
care issues in 2016 alone.8!

Mothers’ labor force participation is consistently lower than labor
force participation among fathers.82 While child age does not
greatly affect fathers’ labor force participation, mothers of
younger children experience a much larger participation gap. Of
all mothers, Hispanic mothers experience the lowest levels of
labor force participation. Across race and ethnicity, participation
gaps have been linked directly to a lack of structural support for
women’s full economic participation, and a lack of affordable,
accessible child care is a major factor.84
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Even for women who remain employed, issues with child care can
cause them to miss work. Recent data show that in May 2023,
40,000 employed women reported not being at work due to child
care problems, five times the number of men who reported child
care-related absences. These disparate absences show how child
care issues are disproportionately harming women’s labor force
participation—a key input into economic growth.® This time
away from the labor market can also create long-term scarring
effects, decreasing lifetime earnings and negatively impacting
families’ economic security as well as overall economic growth
and resilience.86

In order to boost labor force participation, it is essential that high-
quality child care is made affordable and accessible. Limiting the
amount that families have to pay for child care as a percentage of
their household income allows families to keep more money in
their pockets. Each year, labor force exits due to child care needs
are estimated to cost parents and caregivers $30-35 billion in lost
income.8 When lost productivity and revenue due to decreased
labor force participation are included, the economic cost may be
as high as $57 billion per year.8

Studies have found that capping the cost of early childhood
education at 10% could generate significant positive economic
effects, increasing GDP by 1.2% annually—$210.2 billion each
year—by facilitating parents’ reentry into the workforce.8® For
mothers and female caregivers in particular, every 1% reduction
in out-of-pocket child care costs is associated with a 0.25%
increase in labor force participation.® The recommendation for
affordability calculated by HHS would put the cap on child care
cost even lower, at 7% of household income. By setting the cap
under 10%, the benefits to families and the economy would be
even greater.
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Each $1 invested in high-quality child care today could yield
nearly $9 in future returns

Research has found that investment in early childhood education
has long-lasting positive effects for the children who receive itand
the broader economy. Research conducted by Nobel Prize-
winning economist James Heckman into past early childhood
education programs found thatthese programs generated $7 to $12
dollars in returns for every dollar invested.®l People who
participate in high-quality early childhood education grow up to
be better educated and have higher earnings, and they are less
likely to access income support programs or be involved in
criminal activities. Benefits that accrue to individuals directly, as
well as to the economy as a whole, include: better educated
workers are more productive, higher earnings translate into higher
tax revenues, reduced use of income support programs lowers
government expenditures, and reduced crime translates to lower
government spending on the criminal justice system. Altogether,
every dollar invested in early childhood education today generates
up to $8.60 in economic benefits. In other words, investments in
early childhood education pay for themselves almost nine times
over the long-term.

Not only are there long-term economy-wide benefits from the
children who attend early childhood education, but there are
spillover benefits from improved outcomes of the children of the
children who attended preschool including decreased suspension
rates, improvements in adult health, increased likelihood of
employment, and lower rates of divorce.%

Given the extensive body of research finding positive returns for
the entire economy from investment in early childhood education,
focusing on the upfront costs of investments in early childhood
education is misguided.®3.94.9 There are immediate short-term
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benefits that balance out the cost of the investment, such as
improved parental labor force participation. And in addition to the
short-term benefits, the evidence is overwhelming that the long-
term, broader economic returns greatly outweigh the initial cost of
investing in early childhood education.

Nutrition assistance programs support working families with
children and improve overall health and economic mobility

Nutrition assistance programs like the Supplemental Nutrition
Assistance Program (SNAP); Special Supplemental Nutrition
Program for Women, Infants, and Children (WIC); permanent
summer grocery benefits; and universal school lunches are
important tools for helping low-income families afford an
adequate diet. Additionally, they protect families from hunger and
financial hardship, reduce poverty, improve health, and support
the overall economy.

Nutrition assistance programs prevented food insecurity from
spiking during the COVID-19 pandemic

Overall, 10.2% of households were food insecure in 2021 and
10.5% were food insecure in 2020—essentially unchanged from
the 10.5% in 2019.°6.97.98 These households were uncertain of
having or unable to acquire enough food. Policy interventions
ensured that food insecurity did not surge the way it did during the
GreatRecession.® Duringthatperiod, the share of households that
were food insecurerose from 11.1% in 2007 to 14.7% in 2009.100
In the wake of the pandemic recession, the value of SNAP and
WIC benefits were increased to help families afford food.

Congress increased SNAP benefits beginning in 2020 by
providing authority for the U.S. Department of Agriculture
(USDA) to approve state waiver requests for SNAP emergency
allotments (EAs) while federal and state emergency declarations
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were in effect during the pandemic.191 This raised each
household’s benefits to the level of the SNAP maximum
allotment. USDA subsequently revised the EA calculations in
2021 to include the lowest-income households so that they would
also receive additional SNAP benefits each month. These
households originally did not benefit from the emergency
allotments as much, as they already received the maximum
allotment or close to the maximum allotment. There was also a
15% increase to SNAP maximum allotments for much of 2021
until the USDA’s update of the Thrifty Food Plan went into effect
in October 2021, leading to a permanent 21% increase in
maximum SNAP benefit levels.192 Additionally, the American
Rescue Plan increased the value of WIC’s cash value benefits for
the purchase of fruits and vegetables.103

Nutrition assistance programs support adequate diets for families
and protect them from increased financial hardship

Programs like SNAP and WIC provide important nutritional
support for working families with children. SNAP—the country’s
most important anti-hunger program—helped more than 41
million low-income people in the United States afford a
nutritionally adequate diet on average each month in 2021.104
Children are one of the groups who benefit most from this support
with about two-thirds of SNAP participants consisting of families
with children.105 SNAP participation reduces food insecurity by as
much as 30%, with an even more pronounced decline among
children and those facing severe food insecurity.106.107

Recent changes to SNAP benefits allow families to better afford a
healthy diet. In August 2021, the USDA updated the Thrifty Food
Plan, which is a diet plan that is designed to be nutritionally
adequate ata very low costand is used as the basis for calculating
SNAP’s maximum benefitallotment.19 This review, mandated by
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the bipartisan 2018 Farm Bill, led to a permanent 21% increase in
maximum SNAP benefit levels that began in October 2021. The
review, the first since 2006, evaluated current food prices and
dietary habits ina rigorous, data-driven process and marks the first
time in its history that the Thrifty Food Plan has been adjusted to
accurately reflect the realities of healthy eating today. The Thrifty
Food Plan had become increasingly inadequate over the last 50
years as it only increased with inflation but did not factor in
changesindietary guidelines, consumption patterns, or constraints
on working families.109

Similarly, WIC provides nutrition support to six million low-
income pregnant, postpartum, and breastfeeding individuals,
infants, and children who are deemed to be at nutritional risk.110 It
accomplishes this by providing specific types of foods that tend to
be lacking in the diets of low-income women and young children,
support for breastfeeding individuals or infant formula, and cash
value benefits for the purchase of fruitsand vegetables. These cash
value benefits were increased in 2021 as part of the American
Rescue Plan to provide participants with more fruits and
vegetables.111

Additionally, Congress included permanent summer grocery
benefits, an Electronic Benefit Transfer (EBT) program, in the
government spending bill passed at the end of 2022, marking the
creation of “the first new permanent federal food assistance
program of this magnitude in nearly 50 years.”112113 This means
that low-income families including more than 30 million school-
age children can receive grocery benefits during the summer. 114
Child hunger tends to rise during the summer as children who are
eligible for free or reduced-price school meals struggle to access
nutritional food.115
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Nutrition assistance programs keep millions of people,
particularly children, out of poverty

Food assistance programs are incredibly effective at targeting
support to those who need it the most and are powerful anti-
poverty tools. SNAP, forexample, focuses on households with the
fewest resources: about 92% of SNAP benefits go to households
with incomes at or below the poverty line.116 Additionally, the
SNAP benefit formula provides larger benefits to households with
the lowest incomes than those closer to the poverty line. An
Analysis from the Center on Budget and Policy Priorities found
that SNAP keptnearly eightmillion people—including 3.6 million
children—above the poverty line each year before the
pandemic.11” A separate analysis from the Center on Budget and
Policy Priorities found that SNAP produces one of the strongest
anti-poverty effects of any federal program.118

SNAP is also an effective form of economic stimulus because it
gets money into the economy quickly during a downturn as
enrollment expands when the economy weakens. Low-income
families are more likely to spend every last dollar on needs like
food and shelter, meaning each dollar that goes to a SNAP
recipient translates into an additional dollar spent. Data from 2017
show that nearly 78% of SNAP benefits are redeemed within two
weeks of receipt and 96% are spent within a month.119

Nutrition assistance programs improve health outcomes, support
childhood development, and ensure children fare better years
later

Food insecurity and inadequate nutrition leads to health problems
throughout one’s life. Food insecurity is linked to a poorer diet,
chronic health conditions such as high blood pressure and
diabetes, and overall poorer health.120 Food assistance enables
low-income families to afford healthier food, which can lead to
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more positive health outcomes and reduce health care costs in
childhood and adulthood.

Receiving food assistance such as SNAP early in life can lead to
improved health outcomes years later. Research found that
pregnant mothers who received food assistance in the 1960s and
1970s saw positive effects on infant birth weight. 21 Another study
showed that adults who received SNAP as young children had
lower risks of obesity and other conditions related to heart disease
and diabetes as adults.122 Children who receive SNAP benefits
tend to report better health status than those who are not SNAP
participants, and their families are less likely to forgo health care
to meet other household needs.123 Similarly, research has shown
that WIC participation is associated with more nutritious diets,
healthier births, lower infant mortality rates, and increased access
to preventative health care.124125

Receiving food assistance also leads to reduced health care
spending. One study found that adults who participate in SNAP
have annual health care costs thatare nearly 25%, orabout $1,400,
less on average than those who don’t participate in SNAP.126 Two
other studies also found an association between SNAP
participation and a reduction in health care costs by as much as
$5,000 per person per year.12” SNAP is also linked to greater
medication adherence as those who are experiencing food
insecurity are more likely to skip doses, take less medication than
prescribed, or forgo medication altogether due to cost.128 SNAP
can reduce household spending on food and free up resources for
things like medication.

Some nutrition assistance programs also include educational
components. For example, all 50 states operate SNAP nutrition
education programs to better equip SNAP participants to make



33

healthy food choices.12® WIC also provides participants with
counseling on healthy eating as well as breastfeeding support and
health care referrals.130

Congress should expand SNAP as part of the Farm Bill
reauthorizationand increase WIC funding as part of the
appropriations process

Congress should expand SNAP—the most important nutrition
assistance program America has—when it reauthorizes the Farm
Bill this fall. There are multiple ways to expand the program,
including: raising benefit levels, reinstating emergency allotments
thatended in early 2023, using the Low-Cost Food Plan instead of
the Thrifty Food Plan to determine maximum benefit allotments,
eliminating time limits on benefits for people struggling to find
work, and extending benefits to all college students who meet
SNAP income and eligibility requirements.

SNAP’s emergency allotments ensured thatfood insecurity did not
rise during the pandemic and provided economic stimulus, but
they ended after February 2023.131 Reinstating these allotments
would ensure less food hardship and more nutritious diets, and
would also enable households to spend resources on other needs.
The USDA uses four different food plansto estimate the cost of a
healthy diet across various price points.132 The Thrifty Food
Plan—which is what USDA currently uses to calculate SNAP’s
maximum benefit allotment—has the lowest cost of the four food
plans. The Low-Cost Food Plan is the next one above that and
would provide households with even more adequate nutrition.

Congress should also ensure that it provides sufficient funding
through the appropriations process for WIC to maintain benefit
levels for all eligible families and prevent the need for waiting
lists. It should also maintain increased benefits for fruits and
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vegetables in line with the recommendations of the National
Academies of Sciences, Engineering, and Medicine (NAS), as it
did beginning with the American Rescue Plan and in subsequent
appropriations bills.133

The House Appropriations Subcommittee on Agriculture, Rural
Development, Food and Drug Administration has advanced a bill
that funds WIC at $800 million below what President Biden
requested for fiscal year 2024—which would not be enough to
ensure that benefit levels are maintained and waiting lists are
avoided, especially as WIC participation is expected to continue
growing.134 It would also make cuts to the fruits and vegetables
benefits for an estimated 1.5 million pregnant, postpartum, and
breastfeeding individuals and 3.5 million children, which would
go against the NAS recommendations.13> The goal of WIC should
be to serve all eligible families and provide support at a key point
in development for pregnant, postpartum, and breastfeeding
individuals, infants, and children.

Congress should remove barriersto accessing the safety net and
modernize the application for these benefits

Congress should streamline applications for and the
administration of proven safety-net programs and apply lessons
learned from pandemic-erapolicies. People who are eligible for
more than one type of benefit should be able to apply for them at
one time, services should be provided online or by phone when
possible, and benefits should be transferred electronically. The
administration of WIC duringthe pandemic servesasauseful case
study.

Pregnant individuals and parents of young children are often
referred to WIC when they apply for Medicaid or SNAP, as it is
assumed they are likely eligible for it as well. Eligible individuals



35

can also apply for WIC benefits at one of WIC’s 10,000 local
clinics, and state are increasingly making applications for WIC
benefits available online.136 This enables eligible individuals to
apply for benefits in a way that works best for them. WIC
applicants are generally required to attend certification
appointments that determine eligibility and nutrition assessments
to identify nutritional risks in person, with some exceptions.137
However, during the pandemic, WIC agencies conducted these
appointments by phone or videoconference under federal waivers
to prevent the spread of COVID-19.138 This also had a byproduct
of removing barriers around work, child care, and transportation
that may have otherwise prevented an applicant from attending an
in-person appointment. WIC agencies also set up more methods
forapplicantsand participants to submitdocuments electronically,
which still allows for identity and income verification and a high
level of program integrity.13 Other modernization efforts like
switching from paper vouchers to electronic benefit cards allow
for a better user experience. Additionally, cards that can have
benefits loaded onto them remotely offer participants a better user
experience than onesthathaveinformation loaded ontoa chip. The
latter presented a challenge during the pandemic as WIC
participants had to bring their cards to a WIC clinic to have their
benefits added.140 Expanding practices that make it easier for
eligible individuals to access benefits like WIC will enable these
programs to have a greater impact and reach a broader population.

Pandemic-era policies or expansions of existing policies that have
proven successful can serve as a model for permanent extensions
of these policies. For example, permanent summer grocery
benefits (or Summer EBT) builds on the earlier success of
Pandemic-EBT, which provided grocery benefits to low-income
families with children during the summers of 2021 and 2022 and
has proven to reduce food hardship.141142 As a permanent
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program, Summer EBT will provide important food assistance to
30 million low-income children every summer.143 Additionally,
SNAP benefits were temporarily increased early in the pandemic
through emergency allotments and other means. The USDA’s
update to the Thrifty Food Plan led to a permanent 21% increase
in maximum SNAP benefit levels that began in October 2021 .144
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CHAPTER 3: BUILDING ON THE JoBS RECOVERY ToO
STRENGTHEN THE U.S. LABOR MARKET

As described in Chapter 1, the labor marketin the United States
has made incredible strides in the last two and a half years. The
economy hasroutinely outperformed the labor force predictions of
both private-sector forecasters and the non-partisan Congressional
Budget Office. This strong recovery has pulled millions of people
into the labor force, but policymakers must do more to make sure
that more Americans benefit from stable and safe career
opportunities.

Achievingthisgoal will involve both avoidingthe policy mistakes
of the past while also taking important proactive steps to grow the
American workforce. That will mean investing in both the social
safety net and in proven job training models while turning away
from the ineffective work reporting requirements that fail to grow
the labor force. It will also involve proactive regulations and
government policies aimed at adapting to technological change
driven by advances in artificial intelligence. Throughout this
process, it is imperative that more workers can join a union and
gain the significant economic benefits that come with collective
action and worker representation.

This holistic approach to growing the labor market can build off
the recent jobs boom that has already delivered measurable
progress for American workers.

Strategies to further increase labor force participation

Since its peak in the early 2000s, the overall labor force
participation rate in the United States has generally fallen.14> The



38

Great Recession reduced labor supply considerably, and it took
years to recover the jobs that were lost. Some groups, such as
women and Hispanic people, were more severely affected than
others.146 The U.S. labor force participation rate also dropped
precipitously at the beginning of the COVID-19 pandemic from
63.3% in February 2020 to 60.1% in April 2020.147 Under the
Biden administration, prime-age workers (or those aged 25-54) are
participating in the labor force at higher rates than before the
pandemic.148.149 Fears that workers who exited the labor force
would not come back have been largely allayed, as most “missing
workers” have returned.1%0

The national labor force participation rate decreased by 2.9
percentage points from January 2008 (66.2%) to January 2020
(63.3%).151 One key to understanding this decline since the 2008
financial crisis is the United States’ aging population. In 2008, the
first baby boomers were eligible to take their Social Security
retirement.152 As older workers exit the workforce, lower birth
rates mean the labor pool is likely to stay low, absent a significant
in-migration of prime-age adults.153 Aging alone does not explain
the lower labor supply, however, as rates of participation in the
labor force by prime-age males have been nearly continuously
decreasingsince the 1950s.154155The labor force participation rate
was brought up by prime-age women entering the workforce in
large numbers, but this rate too began to decline slightly after the
late 1990s.156

Empirical evidence suggest a suite of policies that can buoy or
raise the labor supply, especially if employed in concert. Labor
demand continues to outpace labor supply in the post-pandemic
economy, and ensuring that labor force participants are healthy;
have proper training, education, and connectivity; and can access
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affordable child care will give a boostto Americans working or
looking for work.

Access to affordable health care raises labor supply and supports
workers’ performance

Providing for the health care of low-income or unemployed
individuals and families leads to higher labor force participation.
States that opted to expand Medicaid in 2014 generally saw an
increase in labor supply.157.158 Health coverage through Medicaid
has helped workers across the country to look for employmentand
do a better job at work.159.160 Poor physical and mental health,
including chronic disease, are significant factors associated with
workers exiting paid employment through disability insurance,
unemployment, or early retirement.161 Research indicates that
employee well-being is associated with better job performance,
lower absenteeism, and longevity of employment.162 Providing
affordable health care is thus important to maintaining a
productive and effective workforce.

Improving educational access and attainment, including in
fundamental skills like literacy, creates a larger and more skilled
workforce

Theevidence isclear that those with higher educational attainment
typically have greater participation in the labor market and higher
wages.163.164 Higher educational attainment also helps reduce the
time in which aworkeris unemployed, while vocational education
andtrainingallow jobseekersto find employmentfaster and obtain
higher-payingjobs.165.166 |_jteracy isa crucial step toward reaching
higher levels of education. Increased literacy in adults is
associated with a higher chance of being employed and earning
higher wages.167
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Well-designed job and career training programs can match those
currently out of the labor force with promising career
opportunities

Effective active labor market policiesand programs (ALMPS) give
workers the skills and networks to enter the labor force and find
gainful employment. State and local governments should design
ALMPs to reflect the needs of their populations and ensure their
programs promote equity. To do so, ALMPs should provide
opportunities for vulnerable populations, such as those with
limited work experience, dependentcare obligations, low skills, or
health limitations. Successful programs help individuals
strengthen life skills, social integration, and motivation; develop
work-related skills; assist potential workers in finding and
applying to jobs; potentially subsidize employment, training, and
mentoring; and provide follow-up support.168 While ALMPs are
an important way to improve labor force participation, the needs
of vulnerable groups are complex and require a holistic approach.
Consistent monitoring and evaluation of ALMPs means that
policies can be more likely to respond to changes in the labor
market, such as during a shock like a pandemic or in a transition
to clean energy, and can better integrate with other policies
intended to raise the labor supply.

Increased broadband access can connect more people with
employment opportunities

Access to affordable and reliable internet helps job seekers find
and apply for work. For low-income individuals, access to
affordable internet could help increase labor force participation
and decrease the chances of being unemployed.169 The internet is
now an essential tool for education, access to goods and services,
and communication—all of which can support an individual when
seeking or training for employment. Increasing access to
broadband has greater effects on certain populations. Greater
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usage of high-speed internethas been found to increase labor force
participation and hours worked by married women with
children.170 Recent federal investment in expanding broadband
and related infrastructure is likely to create, at its peak over 10
years, 23,000 new jobs nationwide.171

Benefits for families can help parents enter the labor force, but
they take time to make a difference and require sustained funding
and good implementation

Access to affordable and reliable child care is a large factor in
determining the availability to work in certain populations. A lack
of access to child care disproportionately affects women, single
parents, families of color, those with immigrant status, and low-
income families. Nationwide, the families of one in six Latino
children aged five and younger experienced job changes related to
a lack of child care. For Latina and Black mothers, center-based
child care for two children consumed 42% and 56%, respectively,
of household income in 2017, compared to 26% for white
mothers.172 Support for affordable child care, teleworking, and
parental leave can create the necessary conditions for women with
young children to join the labor force.173

Increased immigration can also grow the labor force while
strengthening the broader economy

While increasing participation among the current population is
important, one clear way to grow the labor force is by increasing
immigration. As the baby boomer generation enters retirement
age, and population growth continues to slow, there is a growing
need for immigrants to both help fill vacant roles left by older
Americans leaving the workforce and meet the employment needs
of a growing economy.174 Immigrants already play a vital role in
the current economy, working across many economically
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significant sectors like education and health services, finance and
real estate, and construction.7>

However, the United States should increase its number of
immigrants and streamline the process to help meet the continued
workforce needs throughout the occupational landscape.7¢
Increasingemployment-based immigration while ensuringthatthe
country continues to be a welcome home for refugees and those
seeking asylum is both in line with our nation’s values and good
for the economy. Countries like Canada have drastically increased
their immigrant populations in recent years through common-
sense immigration policies aimed in part at increasing economic
dynamism.77 Other more technical approaches include updating
the list of Schedule A occupations, which would help bring in
more immigrants who could fill employment shortages in
identified fields where the United States faces a shortage.178

Economic evidence also shows that many of the concerns about
the effect of immigrants on current workers are unfounded.
Research shows that immigration does not bring down wages for
similarly-skilled workers.1’® Other research shows that
immigrants also support additional jobs because they bring
complementary skills to those more common in the U.S.-bom
labor force, which canthen supporta “multiplier” effect that grows
the broader labor force.180.181 Immigrants also help to keep our
economy more dynamic by moving between different labor
markets in response to changing levels of demand.182

Work reporting requirements fail to expand the workforce while
punishing those in need with unnecessary bureaucracy

There is a long-running assumption that those who receive social
assistance choose to not work and must be compelled to do so.183
But the reality is that most adults who receive assistance from



43

programs like Medicaid and the Supplemental Nutrition
Assistance Program (SNAP) are already employed, while others
are between jobs, attending school, caring for family members at
home, or have an illness or disability that may prevent them from
working. Data from the Kaiser Family Foundation shows that
more than six in 10 adults who receive Medicaid are working full-
or part-time, and a further 30% are students and caregivers or have
a disability or illness.18 Assuming that benefit recipients are
choosing to not work also ignores structural labor market issues
that may hinder some from working, such as discrimination in
hiring, the lack of affordable and reliable childcare and paid leave,
and failure to provide accommodations to those who are sick or
disabled.

Programs like Medicaid and SNAP—two of the most successful
anti-poverty programs in America—provide nutrition health and
health care assistance for millions of Americans, which can lay a
foundation for them to join the labor force. It is difficult for those
who are hungry and in poor health to look for and sustain work.
Before the pandemic, Medicaid covered over 64 million people as
the largest insurer in the country, while SNAP lifted over 7 million
people, including more than 3 million children, above the poverty
line.185186 |nstituting work reporting requirements that block
people fromreceiving this assistance would be counterproductive,
especially without providing any additional supports to help
people find jobs. The anti-poverty effects of these programs would
also diminish under stricter work reporting requirements, as it
would cut assistance without connecting people to jobs.

Evidence shows that work reporting requirements are ineffective
at increasing employment or labor force participation

Economic studies show that work reporting requirements for
social assistance programs achieve little to no progress towards
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theirsupposed goal of increasing labor force participation. Instead,
they are only effective at taking supports away from people.
Numerous studies have shown that SNAP work requirements for
adults who don’t have kids or a disability have “no measurable
impact on employment or earnings.”87 On the other hand, work
reporting requirements are extremely effective at reducing
program participation. Data from the Department of Health and
Human Services show that work requirements could jeopardize
Medicaid coverage and access for 21 million people, while the
Center on Budget and Policy Priorities estimated that the
Republicans’ Default On America Act would have put Medicaid
coverage at risk for more than 10 million Medicaid expansion
enrollees in 32 states.188.18 Another study found Virginia’s work
requirements helped reduce SNAP participation by 53% among
adults who were subject to the requirements in the 18 months
following their introduction.1°® And households without children
aren’t the only ones who lose benefits—another study found that
increased administrative burdens reduced Medicaid and
Children’s Health Insurance Program coverage for families by
5.4% within the year after they were enacted. 191

Evidence from states also show the harmful effects of short-lived
Medicaid work reporting requirements, with thousands losing
coverage and no increase in employment.192.193 In Arkansas, more
than 18,000 people lost Medicaid coverage in just the seven
months after work requirements were instituted. Similarly, 80,000
people in Michigan and almost 17,000 people in New Hampshire
would have lost coverage had the policies not been halted. In all
three states, people who were working or who should have been
eligible for exemptions lost coverage or would have been at risk
of losing coverage. At the national level, these work requirements
could mean millions of Americans, including those who are
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working or who are exempt, losing their Medicaid coverage or
SNAP benefits.

Work reporting requirements often mean that people who are
already employed or exempt from the requirements must jump
through additional hoops to get their benefits

People who are actively working could still lose their benefits
because they would have to meet more complex administrative
requirements to prove their eligibility. Confusing eligibility rules,
ineffective outreach about program changes, and complex or
inaccessible reporting systems prove to be serious hurdles for
eligible beneficiaries.1% They do nothing to encourage work; they
just put more burdens on families who are already under financial
strain and make it less likely they will receive their benefits.

Even though some people, such as those with children or those
with serious health needs, disabilities, or substance use disorders,
may be exempt from additional work reporting requirements, they
could still get captured by the requirements and lose their
assistance.1951%.197.198 They too would have to meet complex
administrative requirements and would not receive additional
assistance in completing the steps to claim their exemptions.
Evidence from Arkansas shows that people with disabilities who
were exempt from Medicaid work requirements were still subject
to the requirements due to narrow definitions around “able-
bodied” and the difficulty in collecting the necessary
documentation such as medical records, especially for the
uninsured.1%9 Instead of expanding work reporting requirements,
Congress should expand eligibility for programs like Medicaid
and SNAP that are incredibly effective at reducing poverty and
supporting families and children.
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Artificial intelligence and maintaining American leadership

The rapid rise of artificial intelligence (Al) tools has the potential
to alter nearly all aspects of society with large but uncertain
impacts on the economy and labor market. Generative Al has
progressed quickly in the last few years—in particular with the
release of ChatGPT—prompting governments to grapple with
ways to encourage Al development within the bounds of ethical
and national security concerns. Al tools may disrupt several
industries from the music industry and questions of copywriting to
manufacturing and human resources. Many questions remain
around Al, including inaccurate decision-making and algorithmic
bias (e.g. facial recognition doing a worse job of identifying Black
female faces); lack of interpretability; information provenance
(e.g. privacy concerns, deep fakes, and misinformation); and
supply-chainissues. Al may also increase inequality if the large
tech companies that own these Al tools consolidate their wealth
and dominance. To maintain American leadership in Al and
ensure a just integration of technology, the federal government,
including the national labs, should work with technologists and
other stakeholders to establish a safe and ethical structure for Al
development. While there are a range of plausible scenarios of
how this new technology transforms the economy and our
workforce, substantial American leadership and public investment
are needed to secure our competitiveness and national security
while also ensuring that all U.S. citizens are uplifted by these
changes and safeguarded against risks.

Al could fundamentally alter the U.S. labor market

Al may lead to fundamental changes in the U.S. labor market, and
with its recent advancements, it is increasingly likely that the
future of Al is the future of work. With Al tools, the economy may
see potentially large savings in labor costs and productivity gains,
leading to a possible 7% annual increase in global GDP.200 Al
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technologies could influence nearly every sector in the economy,
which could decrease employment in certain sectors while
expanding opportunity in others.

The tasks that Al targets may lead to job polarization, but recent
work also suggests that tools like ChatGPT can narrow the
productivity gap between lower skilled workers and those with
more skills—potentially growing the middle class. Because
routine tasks that are most susceptible to Al are predominantly in
middle-paid occupations while non-routine tasks are in low and
high-paid occupations, middle-income jobs may be most likely to
change with an increase in Al tools.201 However, a recent study
showed that ChatGPT helped narrow the productivity gap between
lower skilled workers and workers with more skills in a customer
service contextand could point to Al providing skills to grow the
middle class.292 High skill occupations are also exposed to Al
tasks that involve detecting patterns, making judgment, and
optimizing, such as clinical lab technicians, chemical engineers,
optometrists, and power plant operators.203 Thus, technological
advances will impact the labor market in complicated and
uncertain ways.

History (e.g. the advent of the dishwasher or the internet) shows
that technological developments do not destroy overall
employmentbutcan render some roles obsoleteand provide others
with opportunities. Women are more at risk than men from losing
their jobs to Al or other digital technologies for many reasons,
including many that parallel those of gender inequities more
broadly in STEM and in leadership positions (e.g. gender
stereotypes).2%4 The International Monetary Fund also calculated
thata higher percentage of jobs (11%) held by women than by men
are at risk for elimination due to Al and other technological
advances. There have been reports of Al algorithms in hiring



48

processes being biased against women because of the data used to
train the algorithms.2% We must also account for complexity
because Al will impact the working lives of women in different
cultures and labor markets differently. Al has the potential to
mitigate the corporate gender gap that broadly mirrors the STEM
gap by removing bias in recruiting, reviews, and promotion
decisions and by improving retention of female employees. 206

Educating, training, and reskilling to meet the new challenges of
an Al-informed and augmented labor market will become
increasingly importantto avoid job loss, especially forwomenand
other historically disadvantaged groups.2%7 Educating the future
workforce to prepare people early on will be important, in
particular increased gender and racial equity efforts in STEM
fields to ensure groups are not left behind. Research conducted by
the World Economic Forum and BCG showed that 95% of at-risk
U.S. workers can be retrained for jobs that pay at or above what
they make now and offer growth potential. Reskilling would be
costly, but companies could profitably reskill 25% of their
workforce—and 77% of workers could be retrained through
government programs or incentives with a net cost benefit.208.209
Further, Congress could adopt tax policies that encourage “human
labor augmentation” within firms rather than ones that incentivize
the substitution of technology for human labor and skill.210

To maintain American leadership in Al, the federal government
should work with technologists to establish a safe and ethical
structure for Al development

With these rapid developments in Al, both the Biden
administration and Congress have begun working through what
role the federal government can and should play in this space. In
this exploding field, technologists are looking for structure and
guidance from the governmenton safeand ethical Al development
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while maintaining their own competitiveness. Sam Altman, the
CEO of OpenAl, which created ChatGPT, wentso far as to ask for
government regulation of Al in a Senate hearing in May.?11 A
multi-stakeholder approach is thus necessary with engagement
from the government, private sector, technologists, and
academia.?12 For example around Al and its impact on vulnerable
groups (e.g. through its use in health care or due to privacy
concerns), governments should create and encourage policies that
considerthisimpact. Institutions have an essential role in fostering
skill-equalizing work environments for women and other
historically marginalized groups. The U.S. federal government can
and should be at the forefront of coordinating a safe and ethical
deployment of Al within the labor force and economy given our
substantial density of Al technologists in Silicon Valley and its
possible use cases across government and society.

Socially optimal applications of Al also provide an opportunity for
governments to use the large datasets that they have access to
combined with their need to make decisions under uncertainty to
make better policy.?13 For example, Kleinberg and others found
that for the decision on allowing a criminal defendant to post bail
or requiring them to remain in prison, a machine learning
algorithm suggests welfare gains for either crime reduction (up to
25%) or reduced incarceration (up to 42%) when compared to
decisions made by a judge only.24 Work has also shown that Al
improved the targetingof COVID-19 relief in Togo usingmachine
learning, satellite records, and mobile phone data.?> The U.S.
federal government has already begun to implement Al. For
example, the Internal Revenue Service (IRS) uses it to improve
taxpayer wait times, and the Centers for Medicare and Medicaid
Services (CMS) has created Al competitions to predict health
outcomes using Medicare data.216
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Other work is also underway in the Biden administration and
Congress to root out bias and promote equity and mitigate threats
posed by Al—and should be built upon to further solidify
American leadership in safe Al deployment. The Biden
administration put outa blueprint for an Al bill of rights focused
on five principles: safe and effective systems; algorithmic
discrimination protections; data privacy; notice and explanation;
and human alternatives, consideration, and fallback.?1’ In
February 2023, President Biden issued an executive order
directing federal agencies to root out bias and promote equity in
the design and use of new technologies including Al.218

Simultaneously, Congress has been ramping up efforts to
understand Al and lay the groundwork for regulation. Bipartisan
Senate and House caucuses complement work done in the
administration and have taken leadership on organizing Member
and staff-level briefings to increase Al literacy on Capitol Hill.
Initial legislative proposals are currently underway.219.220

The research and development infrastructure in the U.S. has a
strong role to play in Al safety and development

Further, the Biden administration is making large investments in
Al research and development (R&D), and in May 2023, the
National Science Foundation (NSF) announced $140 million in
funding for seven new National Artificial Intelligence Research
Institutes as part of a cohesive cross-government approach to
address Al related opportunities and risks.221 The new Al Institutes
will advance foundational Al research on ethical and trustworthy
technologies and on solutions and innovations on cybersecurity,
climate change, the brain, and education and public health—all
while supporting the development of a diverse Al workforce.
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Responsible Al R&D is essential to execute science, energy, and
security missions, and these efforts will require large public
investments with associated substantial public benefits. The
Department of Energy (DOE) has the capabilities and experience
to provide leadership in this effort. DOE has proposed a new
initiative to lead the nation and the world on trustworthy Al
development: FASST or the Frontiers in Artificial intelligence for
Science, Security, and Technology for the Nation. To initially fund
this effort, a new research line item for DOE is necessary with at
least $1 billion per year.222 In consultation with the White House
Office of Science and Technology Policy (OSTP), NSF has
created a complementary roadmap for a National Al Research
Resource (NAIRR) to enable the academic community to better
utilize and expand Al within their own research.223 In addition to
the academically-focused NAIRR, the federal government should
explore waysto enable smalland mediumsize firmsto access, use,
and interpret Al tools.

The potential for other countries to get ahead of the U.S. and for
malicious actors to use Al for malicious purposes highlights the
need for the U.S. R&D infrastructure to understand how Al will
impact all aspects of society from the societal impacts of wide-
ranging Al use—particularly in the labor market—to impacts on
democracy like data and election manipulation and privacy
concerns.224 Recent bipartisan legislation aims to protect
Americans’ data from unfriendly foreign nations. The bill would
build upon federal government priorities to protect American
health care records, geolocations, web browsingactivity, and other
information that malicious actors could use to harm American
people and interests.225
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Union representation supports the middle class while expanding
worker power that can balance out corporate consolidation

Workers get significanteconomic benefits from labor unions, even
if they are not members of a union themselves. While union
membership rates among workers remain at historic lows, recent
years have also seen increased union activity and a favorable tum
in public opinion towards labor organizing.226 New union
organizing reflects a growing awareness of the economic benefits
that unions have to offer all workers, including those who are not
union members. Together, these efforts offer another way to
counterbalance the growing trend of corporate consolidation that
has for many decades tilted power in the economy in favor of
wealthy companies and their shareholders.

Unionization brings higher wages, better benefits, and improved
working conditions

Union workers earn an average of 10.2% more than their non-
unionized peers even when comparing workers with similar
education, occupation, and experience levels.22” Unionized
workers are also 18.3% more likely to have employer-provided
health insurance compared with their non-union peers.228
Moreover, employers for unionized workers pay 77.4% more per
hour worked towards the cost of health insurance.

Workers in unions have more control over their schedule.
Unionized workers are over 10 percentage points more likely than
their non-unionized counterparts to know their work schedules
more than a week in advance.2? Getting work schedules earlier
allows workers to make arrangements, such as for child care,
sufficiently enough in advance to balance both work and care
responsibilities.
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There are broader spillover economic benefits for all workers in
industries with high rates of unionization—even if individual
workers are not themselves in a union. Unions set a standard for
working conditions in industries in which they are prevalent.230 If
employers have to compete for workerswho have a good chance
of getting a union job, non-union employers have to pay higher
wages and offer better benefits to attract and retain workers. As a
result, average wages are higher in highly unionized industries
even if a worker is not themselves in a union.

Unions play a critical role in narrowing racial and gender
economic disparities

Today, unions play a critical role in narrowing racial economic
disparities. For example, Black, Chinese and Latino workers have
a long history of organizing for better wages and working
conditions, even when they were excluded from established
unions and lacked labor protections.231.232233 Many unions
excluded Black workers and other workers of color—either
explicitly or by creating unreasonably high barriers.234235.236,237
With the formation of the explicitly multiracial Congress of
Industrial Organizations in 1935 and the passage of the Civil
Rights Act in 1964, unions have increasingly become more
inclusive. Today, 11.5% of Black workers are membersof a union,
the highest rate of any major racial group.238

Union representation narrows racial pay gaps. Collective
bargaining increases the power of marginalized workers by
standardizing pay grades based on skill level and strengthening
protections against workplace discrimination.23® Unionization
increases pay for Black and Hispanic workers by 13.1% and
18.8% respectively, which is a greater wage premium than the
10.2% average wage boost for all unionized workers.?4 Increased
income thanks to unionization also narrows racial wealth gaps.24!
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For example, Black households with unionized members have
median wealth that is three times that of non-union Black
households. By comparison, white households with unionized
members have median wealth that is less than two times that of
non-union white households.

In addition, union representation is important for women’s
economic security. In select industries such as teaching, unions
have been shown to narrow gender pay gaps. Overall, hourly
wages for female union workers are 4.7% higher than for their
non-union counterparts.?#2 In the female-dominated service
industries, union workers make 52.1% more than their non-union
counterparts.243

Supporting workers’ right to organize is a key way to help boost
wages and grow the middle class

Protecting and supporting workers’ right to organize is critical to
boost wages and improve job quality because unionization has
such a positive impact on workers” wages. To bolster workers’
ability to organize themselves, Congress and the Biden
administration are taking a number of actions, including through
the bipartisan Infrastructure Investment and Jobs Act and through
the Inflation Reduction Act.

The Inflation Reduction Act incentivizes projects that pay
prevailing wages and use registered apprentices, which together
will strengthen demand for union workers.24* Also, many of the
jobs created by the bipartisan Infrastructure Investment and Jobs
Act will be subject to the Davis-Bacon Act that sets wage and
benefit rates for construction workers supported through federal
contracts at existing market levels and ensures that they are not
paid poverty wages.?* In addition, President Biden issued an
executive order requiring that all large federal construction
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projects include a project labor agreement, a collective bargaining
agreement for contractors and labor groups on certain projects
worth more than $35 million.246 Together, these efforts can help
more workers get secure union jobs that create a pathway to the
middle-class.

Historically, higherunion representationis correlated with a larger
and stronger middle-class, with declining unionization in recent
decades often highlighted as one driver of greater income
inequality.24’ Using policy to increase unionization can help
reinvigorate both the American middle class while also investing
in the clean energy transition, domestic manufacturing, and
improving critical infrastructure. The Protecting the Right to
Organize (PRO) Act, which passed the House during the 117t
Congress, would further strengthenworkers’ ability to organize.248
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CHAPTER 4: ENSURING FINANCIAL STABILITY AND
EcoNOMIC FREEDOM

As the United States strives to maintain the promise of opportunity
and prosperity forall Americans, consumer protection, fair market
competition among businesses, and financial stability are central
to that goal. However current trends in bank behavior,
monopolistic business practices, and private equity’s increasing
footprint throughout the economy—ranging from retail business,
to nursing homes and hospitals—threaten this promise. The Biden
administration and past congresses have taken steps to address
each of these issues. Now, Congress must work with the
administration to help guarantee a sound banking system, growth
of stable, well-paid jobs, allow more Americans a fair chance at
entrepreneurship, and ensure a free and competitive market that
protects Americans from exploitative overcharges on goods and
services.

Financial reforms are needed in light of the Silicon Valley Bank
crisis

The recentfailures of Silicon Valley Bank (SVB), Signature Bank,
and First Republic Bank serve as areminder of how contagion can
threaten the U.S. banking sector, and in turn, the wider economy.
The combined size of these three banks totaled $532 billion, which
is larger in terms of total asset size than the 25 banks that failed
during the 2008 financial crisis.249 Silicon Valley Bank alone was
the second largest bank failure in U.S. history.250 Poor
management and internal structure have been cited as the key
reasons for the banks’ failure. But these institutions, despite their
size, were not subject to strict scrutiny due to recent changes in
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U.S. law made under former President Trump. Fortunately, U.S.
policymakers and regulators acted decisively to ensure that any
risks to the broader economywere contained. This section outlines
why these failures happened and how more appropriate regulation
can help identify and address potential issues in the banking
sector, to protect against future financial instability.

Recognition of interest rate risk is key to ensuring banking sector
stability in a time of high inflation

As interest rates increase, the value of assets such as Treasury
bonds or loans that banks hold on their balance sheets decline. As
this occurs, the bank’s net worth can decline and the risk that it
will become insolvent and fail to pay back its depositors will rise.
A bank’s solvency is of the greatest concern to account holders
with balances above the FDIC’s $250,000 limit on insurable
deposits, who may panic at signs of decline in asset value and pull
their funds, further increasing stress on the bank.251 This was a
central issue for SVB which had 88% of deposits uninsured, as
well as Signature Bank which had 90% of all deposits uninsured
in the last quarter of 2022.252 First Republic had 68% of all
deposits uninsured, an amount that was significantly lower than
the other two failed banks.253 However, First Republic was known
forissuing large, and long-term loans with low interest, which fell
steeply in value as the Federal Reserve increased interest rates,
further reducing bank value and sparking fear of insolvency
among its uninsured depositors. 254 255, 256

Although there have notbeen any more bank failures in 2023since
First Republic Bank, some analysts believe that other banks may
harbor a series of issues which have yet to be discovered. 27 If the
Federal Reserve continues to raise its benchmark interest rate as
expected, itis possible that other banks and financial institutions
with similar asset compositions will come under added stress, if
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they have failed to appropriately guard against their interest rate
risk.2%8 If these banks start to buckle, this could depress spending
levels across the economy, suppress both employment and wages,
and affect people’s retirement savings.2%

Previous rollbacks of financial regulations left significant
regulatory gaps and insufficient supervision of SVB

Following the 2008 financial crisis, Congress passed the Dodd-
Frank Act (Dodd-Frank), which aimed to prevent the sort of risky
practices at financial institutions that had contributed to the crisis.
These reformsintroducedenhanced prudential standards (EPS) for
financial institutions termed “systemically important financial
institutions” (SIFI). Essentially all commercial banks holding at
least $50 billion in assets, including SVB, were required to
maintain higher levels of assets relative to their liabilities, had
higher levels of federal oversight, and had to pass stress tests that
gauged their ability to weather financial shocks.260.261 The
requirementsallowed for greater protection of the financial system
from widespread bank failure and guarded against the need for
banks with poor practices to be bailed out by American taxpayers.
They have also been cited as having created the conditions for
continued health of the banking sector despite macroeconomic
instability during the pandemic.262

However, in 2018 the Trump administration and a Republican
Congress passed the Economic Growth, Regulatory Relief, and
Consumer Protection Act (EGRRCPA) which among other
provisions, increased the threshold for banks that qualified as
SIFIs from $50 billion in assets to $250 billion, claiming that
Dodd-Frank regulations were too burdensome. As a result of this,
less than 10 banks remained under greater levels of oversight that
Dodd-Frank had initially extended to thousands of large banks. 263
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This rollback weakened regulations that could have helped protect
the wider financial system against poor management practices at
SVB. Following the EGRRCPA’s passage, SVB was allowed to
set lower requirements for both minimum asset and liquidity
levels. In addition, the new law reduced supervisory requirements
for banks of SVB’s size at the time, as well as made it harder for
regulators to step in when concerned about mismanagement.264 In
addition, due to the regulatory changes made following
EGRRCPA, the Federal Reserve could not quickly implement
certain risk management requirements and supervisory tools to
keep up with the bank’s rapid growth. As a result of these
regulatory rollbacks, SVB had not undertaken a Federal Reserve
stress test, despite having more than $200 billion in assets at the
end of 2022.265266267 In g review of SVB’s failure, the Federal
Reserve Board of Governors highlighted issues within the bank’s
risk management program alongside its lack of a Chief Risk
Officer for a period of months in 2022. 268 In addition, the review
cited the bank’s overreliance on a “highly concentrated business
model” based in depositors from venture capital-backed firms and
start-ups whose access to credit and ability to grow was reliant on
the low-interest rate environment, and “a reliance on uninsured
deposits” with more than 80% of deposits exceeding the Federal
Deposit Insurance Corporation’s (FDIC) threshold. 26°

Passage of the Secure Viable Banking Act and a consideration to
change Accumulated Other Concentrated Income reporting is an
important first step to ensuring avoidance of future bank failures

In 2018, the JEC Democratic staff under Senator Martin Heinrich
highlighted how SVB would be exempt from regulatory scrutiny
following the proposed regulatory rollback.27 During the 1180
Congress, Senator Heinrich has joined other Congressional
Democrats in co-sponsoring the Secure Viable Banking Act,
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which would reinstate the $50 billion threshold for EPS.271.272 |n
line with the Federal Reserve’s findings on SVB’s failure, this
legislation would enable regulators to more effectively execute
their supervisory duties. Given the role played by the ratio of
insured to uninsured deposits, it is also imperative that federal
regulators require banks to create risk models and undergo stress
testing to determine their levels of exposure in the event of a
deposit run.

Furthermore, policymakers may consider changing “Accumulated
Other Concentrated Income” (AOCI) reporting requirements for
larger banks, to enhance assessment of interest rate risk. This
accounting measure allows regulators to assess the change in the
value of a bank’s “assets for sale” (AFS) portfolios, which include
Treasuries and other fixed-income securities whose value tend to
fluctuate more readily with shifts in interest rates.273.274 However,
the value of these assets will not be recorded in the bank’s net
income measure until those assets are sold. Thus, lack of AOCI
reporting may obfuscate interest rate risk exposure and regulators’
view into potential volatility in a bank’s capital.275:276

By 2019 SVB, Signature Bank, First Republic Bank, and other
banks with total assets below $700 billion had the ability to “opt
out” of reporting AOCI to regulators.277.278 Each of the three failed
banks did opt out when given the choice. Thus, prior to the banks’
failures, regulators could not as readily assess or respond to
potential losses to bank equity value, linked to increasing interest
rates as they may have given AOCI reporting.27.280 Requiring
AOCI reporting for a wider range of large banks could therefore
provide regulators with tools to help prevent future bank failures
or crises in the banking system.
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Curbing junk fees protects consumers from exploitation and
enhances business competition

Inrecentyearsthe proliferation of deceptive, additive fees has cost
U.S. consumers billions of dollars. The Federal Trade
Commission (FTC) terms such fees as “junk fees,” and defines
them as unfair or deceptive fees charged above the good or
service’s base cost. These fees are for additional goods or services
that have too little to no added value to the consumer, or that the
consumers would reasonably assume to be covered within the
overall advertised price. For example, it is estimated that
consumers have lost at least $28 billion per year in payment of
additional feesforcable servicein 2018.281In 2021, the Consumer
Financial Protection Bureau (CFPB) reported that fees for
overdrafts and nonsufficient funds in consumers’ bank accounts
had hit approximately $15.4 billion in bank revenues the prior
year.282 The CFPB also issued a report showing that late fees on
credit cards had cost consumers $12 billion in 2020.283

Junk fees have wider implications for the overall market,
increasing inequality and harming competition. While junk fees
can eat away at the income and savings of all Americans, low-
income communities and communities of color are
disproportionately burdened by such fees. In addition, hidden fees
can cause consumers to choose a good on the basis of a lower
perceived price, and which they may not otherwise have chosen if
they had been given the full price up front.

Junk fees are harming vulnerable communities

Empirical analysis in recent years has shown that low-income
communities and communities of color are hit the hardest by junk
fees. For example, a 2022 analysis from the Consumer Financial
Protection Bureau (CFPB) found that on average, consumers
residing in the lowest-income neighborhoods paid two times more
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in late credit card fees than those living in the highest-income
neighborhoods. Additionally, in majority-Black neighborhoods
per2010 census data, the average creditcard late fees paid in 2019
were higher when compared to neighborhoods where Black
individuals were in the minority.28

Other evidence shows how consumers of color, as well as low-
income and young consumers, are adversely impacted by bank
overdraft fees. A 2021 report from the Financial Health Network
(FinHealth) shows that Black and Hispanic or Latino households
spent $1.4 billion and $3.1 billion in overdraft fees, respectively,
in 2020. In addition, FinHealth found that the probability a low- to
moderate-income household had an overdraft on their checking
account was almost twice as high as that of a high-income
household in 2020. They also found that young people, who on
average have less wealth and income than older Americans, were
more likely than people aged 65 and older to have an overdraft on
their account.285

Drip pricing hides the true cost that consumers pay, which harms
consumers and hurts businesses that provide transparent pricing

By diminishing pricing transparency, businesses can deceive
consumers from selecting the lowest overall price. This practice
has been termed “drip pricing,” where businesses will show an
initial base price, and subsequently add on fees as the consumer
moves through the online purchasing process. At the end of this
process, the price that the consumer ultimately pays for the good
or service is higher than the initial base price. The consumer also
may not be able to compare this final, true price with other
providers’ final prices without taking additional time to move
through the other providers’ purchasing process. Research has
found that consumers may be unwilling to look into other
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providers’ offers after spending substantial time on the drip
pricing purchasing process. 286,287,288

It follows that businesses engaging in transparent pricing could
also be harmed by this practice, as transparent prices may appear
higher than prices with hidden fees. This creates a perverse
incentive where businesses feel the need to adoptdrip pricing to
protect their market share and avoid the opportunity cost of
forgoing the higher profits that the practice offers.28

Enhancing regulation around junk fees will improve market
conditions for businesses and consumers alike.

Recent studies have shown that regulation of junk fees have led to
improved outcomes for consumers. For example, one study
examining impacts of the CARD Act regulation of credit card fees
found that it saved consumers $12.6 billion per year in borrowing
costs.2%0 The largest impacts of these savings were on the lowest
credit score borrowers.2?! Research has also found that regulation
that limits the magnitude of drip pricing increases consumer
surplus.292

In the face of an increasing presence of junk fees, the Biden
administration has introduced multiple measures to protect
consumer well-being and increase competition among firms. In
October 2022, the CFPB effectively banned the use of surprise
overdraft fees and depositor fees by banks.2% Then in February
2023, the CFPB proposed a rule to reduce the burden of excessive
credit card late fees on Americans.2** Most recently, in July 2023
the CFPB and Office of the Comptroller of the Currency (OCC)
found that Bank of America (BoA) had illegally charged
customers multiple overdraft fees on single transactions, opened
unauthorized credit card accounts using their customers’ sensitive
information without their consent and charged fees on these
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accounts, and withheld promised bonuses from credit card
customers.2% As a result, the CFPB ordered BoA to pay over $80
million to consumers, as well as $90 million in penalties to the
CFPB.2% The Biden administration’s OCC also charged BoA $60
million in penalties for the illegal overdraft fees.2%” Moreover, in
January 2023, the Biden administration’s Federal
Communications Commissionbegan requiring internet companies
to display an easy-to-understand label that includes all monthly
fees.2® This will enhance business competition by helping
customers see which companies offer the cheapest prices. The
FTC has also issued notices of proposed rulemaking regarding
companies’ “deceptive Or unfair acts or practices relating to fees”
and has opened investigations and filed lawsuits against
companies that have charged illegal junk fees or charged Black
and Latino consumers higher financing costs and fees. 299,300

Expanding right to repair will increase market competition and
support small business while enhancing economic freedom

In the past, Americans have been able to repair their own personal
items, equipment, and vehicles themselves, or to choose to have
these products repaired through an independent repair shop
withoutrestrictions. However, various modern manufacturersnow
limit this freedom, forcing consumers instead to pay a small
number of major dealers to provide necessary parts or to repair
their equipment. This comes at a large cost to consumers,
including those who use the product for their business. According
to the U.S. Public Interest Research Group, restrictions on repairs
could cost an annual amount of $40 billion in the United States, or
$330 per family on average.30! In response to this wave of
restrictive repair rules, 28 states across the political divide have
introduced legislation that would codify the “right to repair” for a
range of different products.302.303 Expansion of the right to repair
protects consumer choice, creates market conditions for greater
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competition and lower prices, and allows for a better economic
environmentfor small business—whether they be the productuser
or repair service provider.

Repair restrictions limit competition in the repair services market

Restrictions on repairs are imposed on what the Federal Trade
Commission (FTC) calls “aftermarkets.” These are markets for
parts and services offered after the product’s initial purchase.
Some product manufacturers restrict the aftermarket to their
company’s supply of parts and services or will only allow an
affiliate company to supply such parts and services.304

Current law prohibits companies from engaging in practices that
restrict competition in aftermarkets. However, if these practices
are deemed “procompetitive” a company may carry them out
under currentlaw even if they restrict competition. Procompetitive
practices are those that a company needs to employ in order to
ensure consumer and servicer safety, protectuser privacyand data,
allow for enhanced production and distribution, or maintain
producer patented rights to their intellectual property.3%

Frequently, producers cite a procompetitive reason for their need
to engage in practices that restrict aftermarket competition.306
However, the FTC found in their May 2021 report that these
claims are not well-supported, which the FTC Chief Counsel for
Development and Innovation reaffirmed in recent testimony.307.308
Thus, manufacturers’ reasoning for limiting competition does not
appear to be as necessary for product success and safety as they
claim. Meanwhile, companies imposing repair restrictions gain
more market power and an unfair advantage over competing firms
in the aftermarket. These practices can harm the U.S. economy
through multiple sectors, and limit access to prosperity for a
greater number of Americans.
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Farmers, small businesses, and consumers have been harmed by
restrictions on repairs

As repair restrictions have become more common, they can lead
to a less diversified economy and market conditions where
business stems from only a few large companies. The result is an
economic system that yields profits primarily to high-earning
suppliers, increases the costburden of repairs on more Americans’
incomes, and inhibits access to wealth-building opportunities in
the United States by reducing small business formation.

Independent repair shops currently maintain a significant share of
vehiclesin the United States and supportlocal economies.3%9 They
are also especially important to rural areas that do not have
franchised dealerships.310 Additionally, many Black-owned small
businesses are in the repair and maintenance industries.311
However, independent car repair businesses face limited access to
the repair market due to the proliferation of certain repair
restrictions. For example, as cars become increasingly reliant on
proprietary software, these businesses face barriers to operation
that can threaten their important role in the U.S. economy.

Farm equipment is another area where repair restrictions are
negatively impacting vulnerable consumersand small businesses.
As equipment like tractors and combines have become
increasingly technologically advanced, farmers have called out
manufacturer business practices that have stopped them from
repairingtheir own equipment. Beingunable to make these repairs
themselves can force farmers to wait multiple days for the
company’s required servicer to come and complete repairs. This
loss in workdays can lead to a significant loss in revenues.312

Finally, thereis increasingconcern regardingthe right to repair for
wheelchairs and medical equipment. Currently, some electric
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wheelchair suppliers are limiting access to wheelchair
components, as well as service manuals.313 More broadly, since
the COVID-19 pandemic, advocates have been calling on medical
equipment manufacturers to allow for more accessible repair
options, including allowing consumers to repair medical products
at home.314.315 Restricted access to such repairs leave disabled as
well as ailing Americans with little options for maintenance,
posing dangers to their health.

The Biden administration has acted through executive order and
agency effortsto protectconsumers, farmers,and small businesses
from harmful repair restrictions

Right to repair policies build off of the Biden administration’s
work to increase economic liberty for all Americans by
strengthening competition. As part of a broader whole-of-
government effort to end anticompetitive behavior in the
economy, the Federal Trade Commission has increased its
enforcementof companiesthatviolate the right to repair.316.317 For
example, in summer 2022 the FTC issued orders for three
companies, including motorcycle manufacturer Harley-Davidson,
to remove clauses voiding their warranties if consumers used
independent repair shops.38 This increased enforcement comes as
otherfederal entities crack downon anticompetitive behaviors that
harm consumers and small businesses.319320 Increasing
competition, including through the right to repair, helps grow the
economy by giving consumers the freedom to choose where to
take their business.

The increasing presence of private equity is harming jobs and
services in the real economy

Private equity investing—when investors purchase partial or full
ownership of companies whose shares are not listed on a public
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stock exchange—was once seen as a “niche” investment practice
taken up by financial institutions, corporations, or individuals with
high levels of wealth.321.322 However, shifts in private equity
investing began to occur in the early 1980s, as firms specializing
in private equity fund management began to emerge.323 Today
private equity firms are described as a “critical component” of the
greater financial system.324 S&P reports that private equity firms’
assets under management (AUM) grew by over 400% between
2010 and 2022, reaching $7.6 trillion in June of 2022.3%

In addition to their increased influence in the financial sector,
growth in private equity firm acquisitions is impacting key
components of average Americans’ lives. For example, private
equity firms currently own at least 30% of all for-profit hospitals
nationwide.326  Moreover, private equity investment and
ownership has become highly prevalent in low-wage industries
including the retail and food service industry, affecting jobs,
earnings, as well as prices and quality of goods and services.

Fund structure rewards managers for high-risk deals

There is concernamongregulators thatthe common private equity
fund structure incentivizes managers to seek out investments that
have a higher risk of failure, as they aim to maximize profits.327 In
order to raise equity capital to make investments or acquisitions,
private equity firms commonly set up a fund under a limited
partnership with investors. The structure of these limited
partnerships exposes general partners to low levels of risk, while
allowing them to reap high rewards for a profitable deal
Individuals managing the firm act as the general partners of the
fund, while outside investors act as the limited partners. The
limited partnership yields the general partners greater control over
the fund’s management. Although the majority of'the fund consists
of investments from these outside investors, general partners
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receive a larger share of the profits relative to their investment
share. Typically, they earn carried interest on the returns equal to
20% of profits from fund investments as well as fund management
fees. Therefore, private equity fund managers will have a small
loss relative to the fund if the investment does not yield returns.
However, fund managers will gain substantial profits relative to
their investment, and those profits increase with higher returns,
thus incentivizing managers to make riskier investments. 328.329.330

Private equity purchasesare often highly leveraged, andplace the
burden of debt repayment on the acquired company

Concerns over high-risk behavior also stem from the level of debt
that private equity firms use when making acquisitions. Private
equity acquisitions tend to be carried out through “leveraged
buyouts,” or buyouts where fund equity makes up a small fraction
of the acquisition, with the larger fraction coming from debt
Often, 70% of the buyout will be carried out with debt, and 30%
with equity.331 The debt then frequently becomes part of the
acquired company’s liabilities, which it must pay off.332 When
revenues from the acquired entity are insufficient to pay off this
debt, the result can be bankruptcy for the acquired entity, which in
turn leads to job loss and loss of the services that the acquired
entity had provided to the economy.333Policymakers, economists
and advocates have noted the impact that such deals have had in
major sectors including retail, food service and health, as
discussed in greater detail below.

Private equity acquisitions are concentrated in low-wage
industries, threatening job stability and pay for workers

Private equity firms have tendedto focus theiracquisitions on low-
wage industries. In 2021, 1.5 million food service workers were
employed by companies owned by private equity firms. The
industry with the second greatest number of workers under a
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private-equity-owned company was the retail industry, at 1.1
million workers, followed by the security and health care
industries, which collectively held 1 million workers.334

While the number of workers in private equity-owned firms need
not be a concern on its own, recent empirical evidence has shown
that private equity firm ownership can harm worker wages and
employment. For example, on average, workers’ wages have been
found to decline by 1.7% after a private equity acquisition.335
Moreover, according to one study, within the first two years of
private equity ownership, a company’s employment declines by
4.4% 336 Other studies have found high concentrations of job loss
in the retail industry, and a net decline in employment among
restaurants, as a result of private equity buyouts.337.338

Private equity acquisitions’ impacts on services are especially
concerning in the health care sector

Private equity’s presence in the health care sector has been
building since the 1990s, and has expanded its reach to different
areas of the health care system. Previously, the health care sector
was predominantly made up of nonprofits and public entities.33°
However, private equity is increasingly becoming a major player.
Beginning with nursing homes and hospitals, which provided
firms with consistent, large revenue streams, private equity has
since expandedinto other areas of the health care system including
investment in or ownership of private physician practices, urgent
care clinics, and independent emergency departments.340 Notably,
private equity investment in health care increased from $5 billion
to $100 billion between the years 2000 and 2018.34

While research on the impact of private equity ownership of
medical institutions is limited, some evidence has pointed to
concerning trends. For example, private equity acquisitions of
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hospitals appear to lead to lower-quality care whenthere is a high
concentration of private equity ownership in the market 342
Research has also shown that private equity ownership of healt
care establishments, ranging from private physician practices to
nursinghomes, has been associatedwith higher profits paired with
potential over prescription of procedures, and shortages in
medical devices.343:344 A study specifically focused on the impact
that private equity acquisitions have on nursing homesalso found
that private equity ownership was associated with higher rates of
mortality, reduced compliance with Medicare standards of care,
greater incidence of negative outcomes for patient health, and
lower ratios of nurses to patients in their care.345

Given these results, an area of particular concern is private equity
firms’ increasing ownership of hospitals in underserved areas. A
recent study found that hospitals under private equity ownership
in 2018 tended to be in lower-income and rural areas. In line with
the research referenced above, they also tended to have lower
patient satisfaction scores and had a lower ratio of employees-per-
occupied beds.346 Recent studies have found private equity -owned
rural hospitals also tended to be more concentrated in the south,
with Texas having the greatest number of private equity owned
hospitals and New Mexico having the greatest number of private
equity-owned hospitals relative to total hospitals in the state.34
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CHAPTER 5: EcoNnomMIC AND HEALTH RISKS POSED
By CLIMATE CHANGE

Climate change represents an existential threat to our way of life,
including massive economic damages and health consequences
from extreme events and transition risks as we move to clean
energy. While fires in the western United States have been
increasing in magnitude and frequency over the last several
decades, the large fires in Canada in June 2023 showed that the
smoke from these climate-exacerbated extreme events can and
will increasingly affect the eastern United States. As more smoke
impacts large population centers in the east, there will be
potentially large impacts on our health care systems and in
particular, on vulnerable populations’ health, such as increased
incidence of childhood asthma and increased heart and lung
problems in historically disadvantaged groups.

To address the underlying driver of climate-exacerbated extreme
events, the Biden administration has been at the forefront of
regulating carbon emissions. The standards that the Environmental
Protection Agency (EPA) proposed on May 11, 2023 for fossil
fuel power plants will improve public health and provide
substantial economic benefits while tackling the climate crisis.

Physical and transition risks from climate change jeopardize
everyone’s finances, from businesses to households and pension
funds to local and Tribal governments. However, these different
groups have significantly differentcapacities to respondto climate
related challenges. To inform decision making across scales, data
on climate risks and a workforce capable of interpreting that data
accurately are sorely needed.
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Climate change also threatens our public lands and the economic
benefits that they provide through tourism, the recreation
economy, and health advantages of being outside. Furthermore,
catastrophic firesand other climate change impacts can harmthese
public lands, and they can shift forests from acting like sponges
and soaking up carbon to being sources of atmospheric carbon,
accelerating climate change and increasing wildfire risk.

Climate-exacerbated fires lead to massive economic damages

Climate change is makingair quality worse around the country and
across the globe, which is directly making people sicker. Within
the United States, one clear and visible cause of poor air quality
are the more frequent, destructive, and longer-lasting wildfires that
fill the air with harmful smoke, including particulate matter.348

Since the 1980s, but especially in recent decades, western states
have felt the increasing negative impacts of wildfiresas they bum
for longer and with more frequency.3493%0 The smoke that
blanketed the eastern United States in early June 2023 underscores
that the impacts of climate change and the fires it exacerbates will
be felt nationwide.35!

Altogether, research shows that wildfires in the United States
cause tens to hundreds of billions of dollars in damages each year,
which is a low-end estimate as there are many related market and
non-market costs that we do not yet have reliable estimates for.352
Direct expendituresinclude suppression and evacuation costs, and
direct losses include natural resources; structures and property;
utilities and infrastructure; loss of life, injuries, and health impacts
from smoke; and economic impacts during incidents. Indirect
economic costs are even more numerous. Indirect expenditures
and loss of value are felt in our ecosystems and landscapes,
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including necessary ecological restoration and loss of carbon
capture abilities by the environment. Economic costs and losses
include increased insurance premiums or loss of coverage and
economic consequences across a range of labor and property
concerns. Mitigation investments to try and address rising health
and wellbeing costs are large and growing.

People face substantial health consequences from fires

Climate change worsens air quality through increased smoke from
more frequent fires, hotter temperatures that increase smog, and
many other effects.353:3% Higher levels of air pollution, especially
from fires, lead to premature deaths, more frequent pre-term
births, and more asthma attacks, lung infections, and heart
disease.355.356,357,358,359,360 For wildfires in particular, the effects of
heavy smoke on public health are harmful and most obvious, but
fires also contribute to less visible but still damaging air pollutants
that are more widespread, affecting air quality across the United
States.361

The following graph shows that air pollution from wildfires has
increased since at least 2006, with pollution from fires in westem
states driving the overall increase. Now eastern states are also
seeing how damaging wildfire smoke can be to daily lives.362
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Air Pollution from Fires Has Gotten Worse in

Recent Years, Especially in Western States

157 =i All States

==\\estern States
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Air Pollution from Wildfires
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Source: O'Dell et al, 2019

Note: "Air Pollution from Wildfires" refers to annual mean smoke
concentration in the contiguous U.S. in micrograms per meter
cubed.

Fires also lead to large labor and learning losses

Fires can lead to increasingly costly labor impacts and learning
losses. For example, workers who primarily do their jobs outside,
such as agricultural or construction workers, are at risk for missed
or diminished work days due to smoke. In California, one of the
states hardest hit by large U.S. wildfires, Latinos make up 71% of
agricultural workers, so this population subgroup is particularly
hard hit.363 All workers are at risk if they cannot reach their place
of employment due to fires shutting down roads or if they need to
take time off work to tend to their family or neighbors in the
aftermath of a wildfire. Some may even leave the area altogether
to mitigate their own future risks or to get a fresh start. A recent
study showed that wildfire smoke reduced earnings in the United
States by an average of $125 billion a year between 2007 and
2019, with a welfare cost of $92 billion.364 Counties who have an
above-median proportion of Black residents experience earnings
losses that are about 60% larger. Students also suffer learning
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losses if smoke or fires cause school closuresor disruptionsor if a
family must temporarily evacuate.

Fires interrupt business and diminish property values

Fires directly and indirectly impactbusinesses and physical assets.
Businesses’ property and equipment are atrisk from fires, buteven
if physical assets are not directly harmed, companies may face
disruptions and supply chain issues due to evacuations, modified
work hours due to wildfires and smoke, or road and transportation
closures. Furthermore, even if a fire does not directly threaten a
business, the utilities a business relies upon or their infrastructure
may be impacted. Until utilities are repaired, many companies
cannot operate or generate revenue to pay bills. Certain industries,
like agriculture, ranching, forestry, and real estate may have their
key assets threatened by fires and smoke. This can lead to
diminished property values and increased insurance premiums for
businesses and residences. This increased risk has recently led to
two major insurance companies declining to insure new properties
in California, putting additional burden on the FAIR Plan, a state-
mandated insurance pool or a provider of last resort. 365

Fires can deteriorate water quality and lead to erosion

Fires can also affect the quantity and quality of water during a fire
and for years following. When a fire is actively burning, ash and
pollutants can be deposited on streams, lakes, and reservoirs, and
vegetation that holds soil in place and retains water is destroyed.
Following a wildfire, rainwater can flush contaminants into water
supplies. The destruction of vegetation makes landscapes more
susceptible to erosion, landslides, and even flooding. Both natural
and human-made substances can then be washed into water bodies
and impact drinking water quality, discolor recreational waters,
and potentially increase the risk of harmful algal blooms.366 Due
to the unpredictability of wildfires, planning for managing floods
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and treating polluted water is challenging, and drinking-water
utilities need information and tools to better prepare.

Addressing wildfire risks requires a holistic approach

Addressing wildfire risks requires a comprehensive strategy
focused on better funding and staffing, proactive interventions,
and better preparation in affected areas. Financial and policy
bottlenecks, which are hindering more prescribed burning, must
be addressed. More prescribed fires to minimize available fuels
are needed on a large scale, particularly in the western United
States where this approach has been less common than in the
east.367 One reason why states are reticent is because smoke from
these prescribed fires counts towards a state’s Clean Air Act
(CAA) compliance. Currently the Environmental Protection
Agency (EPA) classifies smoke from wildfires as “exceptional
events,” meaning that regulators can seek waivers to exclude this
pollution from CAA compliance, and a recent EPA proposed rule
suggests including prescribed fires under this designation as well.
However, the process to exclude smoke from CAA compliance is
labor intensive and happens slowly, so alternative policy solutions
should also be investigated. In concert with more funding for
prescribed burns, addressing this policy barrier would encourage
more “productive” fire on the landscape. More funding for other
preventative forest management practices like thinning would
further lower fire risk.

While lowering fire risk through management is essential, we will
still experience more fires and their impacts and need increased
capacity to respond to these fires to protect people and property.
Primarily, more funding is desperately needed to pay and retain
firefighters. Six-hundred million dollars was included in the
Bipartisan Infrastructure Law for temporary increases in
firefighter pay, which has covered wildland firefighters since
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October 2021. However, that funding is expected to run out by the
end of the fiscal year, and so the U.S. Forest Service, Department
of Interior Office of Wildland Fire, and Office of Personnel
Management have collaborated on a draft legislative proposal to
address these issues. The key pillars are increases in base pay for
all wildland firefighters, half pay for firefighters while on
deployment to a fire during their rest hours, increased caps for
overtime pay available to wildland firefighters, and dedicated paid
leave for firefighters to address physical and mental health
concerns after deployment to a wildland fire.

The United States must build upon the landmark climate
investments passed last year to facilitate clean energy
transmission, clean up our power sector, and foster international
climate action, while also working to recruit and retain more
wildland firefighters who work on the front lines to preventand
contain these climate disasters.368.369.370

The EPA’s new standards for fossil fuel power plants will
improve public health while tackling the climate crisis

Carbon pollution not only impacts the climate but also the health
of communities.3"* Ensuring we have clean air will improve lives
and pay dividends for the U.S. economy. On May 11, 2023, EPA
proposed new carbon pollution standards for coal and natural gas-
fired power plants, which will deliver up to $85 billion in climate
and public health benefits over the next two decades.372 These
standards will reduce carbon dioxide emissions and other
pollutants from new and existing power plants, helping the United
States achieve its climate goals while ensuring that people can
breathe clean air. Importantly, the EPA estimates that these
updated rules will have little impact on families’ electricity bills.
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Cutting pollution and emissions will save lives and improve
health, and the EPA expects this rule to provide $85 billion in total
climate and health benefits over the next 20 years

These regulations would help the United States avoid up to 617
million metric tons of carbon dioxide emissions over the next 20
years. Reducing fossil fuel emissions can profoundly impact
people’slives, as many types of air pollution can cause serious and
expensive health problems like premature deaths, pre-term birth,
respiratory infections, and heart problems—all with associated
household and health care costs. Cutting carbon emissions also
reduces climate costs that come from changes in water supply and
water quality due to both drought and extreme rainfall, the
increased risk of storm surges and flooding along coasts, risks to
the electric grid, and substantial disruptions to agriculture,
including crop failures.

In 2030 alone, the lower emissions from this rule would provide
$5.4 billion in climate and between $6.5 and $14 billion in health
savings

In 2030 alone, the proposed standards would provide between $12
and $20 billion in climate and health benefits and prevent
substantial health and economic costs across the U.S., including:
e approximately 1,300 fewer premature deaths,
e more than 800 fewer hospital and emergency room visits,
e more than 300,000 fewer asthma attacks,
e 38,000 fewer school absence days, and
e 66,000 fewer lost workdays.

The new standards would avoid 89 million tons of carbon dioxide
emissions in 2030, which would be comparable to taking 22
million gasoline-powered cars off the road.
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These new standards will benefit nearly every state but will be
particularly important for states that are still heavily reliant on
fossil fuel power plants

Florida, Texas, and Pennsylvania would see the largest climate
benefits from this regulation with $557, $529, and $413 million in
benefits respectively in 2030, but nearly every U.S. state would
see tens to hundreds of millions of dollars in climate benefits.

The states with the largest potential climate benefits are also the
states that would see the largest reduction in harmful carbon
emissions. In Florida alone, the reductions in power plant
emissions would be equivalent to keeping 2.3 million gasoline-
powered cars off the road in 2030.

These new standards follow the best system of emissions
reduction, utilizing cutting-edge technology

These new technology-based standards would require new fossil
fuel-fired power plants to include technology in their construction
that reduce harmful emissions. The proposal also establishes
emission guidelines that include technological adaptations for
states to pursue that would aim to limit carbon pollution from
existing fossil fuel power plants.

As required by the Clean Air Act, this proposal balances the
reduction in emissions alongside other factors like the available
sources of energy, the costs ofadaptation,and the range of existing
technologies like carbon capture and storage and clean hydrogen.
The EPA is also proposing to repeal the Affordable Clean Energy
rule from 2019 because it does not reflect the best system for
emissions reduction.
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The economic benefits will likely be much larger, as reducing
other pollutants can lead to better health outcomes

While the national-level health benefits are already large, the
current calculations do not include the benefits of:
o fewer people having chronic responses to air pollution,
e the health effects from air pollutants not examined in the
EPA’s initial study,
e ecosystem effects,
e and visibility impairments, which affect outdoor recreation
and national parks.

For context, the eastern U.S. experiences some of the largest fossil
fuel-associated air pollution mortality globally, including 876
excess annual deaths of children due to lower respiratory
infections across North America.373 The impacts of avoiding these
health and ecosystem issues are significant but are not included in
the EPA’s current analysis.

Reducing pollution from power plants will benefit many
communities of color that historically have been exposed to
dangerously high levels of pollution

Coal plantssubjectto the proposed standardare disproportionately
located near Black communities and communities that are two
times below the poverty level. The EPA is also aware of two
existing power plants within Tribal jurisdictions that are
potentially affected by this proposal. One is the Four Corners
Steam Electricity Station on the Navajo Nation, which is within
New Mexico’s boundaries and will be retired in 2031. The other
is Bonanza on the Uintah and Ouray Reservation located within
Utah’s boundaries and will retire in 2030. The new standards will
help ensure localities mostnegatively affected by carbon pollution
will become cleaner and healthier for their residents.
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This proposal is also projected to reduce mercury emissions,
which in turn will reduce mercury in fish that live in in
waterbodies near affected powerplants. This reduction will most
benefit communities that locally source their own food near
affected powerplants, including minority and low-income
householdswho are more likely to eat fish from the affected areas.
Together, the EPA’s new proposed rules for fossil-fuel power
plants reflect a common-sense and best available technology
approach to curbing emissions. This will improve Americans’
health and economic well-being across the nation.

Importance of climate risk inclusion in financial modeling

Climate change threatens everyone’s finances, from businesses to
pension funds to local and Tribal governments. These risks stem
from physical climate risks like extreme events, heat, and
precipitation, and from transition risks as the world moves away
from fossil fuels and certain assets that are reliant on fossil fuels
become stranded assets. Simultaneously, environmental, social,
and governance (ESG) investing presents an opportunity to meet
a market demand for sustainable and responsible investing with
$8.4 trillion under management that uses these sustainable
methods.3”4  Thus, including climate-related risks and
opportunities in financial modeling of all kinds is incredibly
important, and more information and workforce capacity to
quantify these risks and interpret them for decision making are
sorely needed.

Businesses face realand large financial risks from climate change

Businesses face substantial financial risks from the physical risks
that climate change poses and from transition risks as the world
moves away from fossil fuels. Physical assets owned by
businesses and the supporting infrastructure and utilities that they
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rely upon are at increasing risk from extreme events, stressed
energy grids, and other climate impacts. A recent study found that
215 of the world’s largest companies face nearly $1 trillion in
combined risk from climate impacts.3’> The majority of risk is
concentrated in the financial sector with almost 80% of risk
reported there.

Financial markets are also threatened with $283 billion at risk in
the U.S. as the world transitions away from fossil fuels.376
Financial holdings that are tied to fossil fuel extraction or use
could become stranded assets as the world moves away from those
energy sources. A recent study in Nature calculated that under
reasonable climate policy expectations, the present value of lost
profits in the upstream oil and gas sector exceeds $1 trillion
dollars.377

Climate change poses substantial risks to pension funds and
individuals

Most of the market risk from stranded assets falls on private
investors, especially in the OECD nations, with substantial
exposure through pension funds and financial markets. A huge
proportion of these individuals are in the United States and the
United Kingdom, where individuals own 86% and 75% of
potentially stranded assets in each respective country. This is in
direct contrast to China, where 80% of potentially stranded assets
are owned by the government.

Natural disasters are associated with increases in credit card debt,
debt collection, mortgage delinquency, and foreclosure.
Households that are already financially unstable or are part of
historically disadvantaged communities tend to experience
problems like the effects of hurricanes mostseriously and are more
likely to live in areas more susceptible to climate impacts.378.379
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Local and Tribal governments face similar climate risks with a
limited capacity to respond

Local governments also face significant climate-related risks.
Municipal budgets can be impacted, and large-scale community
infrastructure can be destroyed, such as roads, bridges, and public
buildings.38 A 2022 study showed that California wildfires
between 1990 and 2015 had a negative and substantial effect on
municipal budgets and caused a long-term increase in local
government spending.38!

Local and Tribal governments may also face transition risk if their
finances are tied to industries that emit substantial greenhouse
gases. For example, U.S. municipalities, states, and Tribes receive
$85.2 billion in revenue each year from fossil fuels.382 These
revenue streams are expected to decline with or without climate
action, but the uncertainty of the low-carbon transition poses
additional risks to communities that have historically relied upon
this income to supportinfrastructure, education, and public health.

To inform decision making across scales, more climate data is
sorely needed

Climate-exacerbated disasters are pocketbook issues, and to
prepare and respond, people need more information and tools. We
areat the infancy of combining catastrophe risk modelsusedin the
insurance industry with long term climate data from the
Intergovernmental Panel on Climate Change and other sources of
projections to provide information on climate risk. Standards for
these data and methods are needed to ensure transparency and
robustness. In addition, there is a large amount of uncertainty in
any of these future projections, and so standards, and potentially
regulation, would be helpful in providing direction on which
version of the future is correct.
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The price tag for physical risk projections of fires, floods, or
extreme heat at a specific physical location can reach into the
millions. While the information generally neededto feedinto these
calculations is publicly available, the computing power and expert
knowledge needed to accurately take global climate data and
downscale it to the local level create large barriers to entry. Small
municipalities, utilities, Tribes, and others with fewer resources
are therefore at a disadvantage.38

Additional labor force capacity to interpret and utilize this
information in decision making is essential to ensure broad and
appropriate usage. As previously noted, climate-exacerbated
extreme events hit the poor hardest and unmapped flood areas
have an overrepresentation of people of color, and so additional
resources and workforce development to handle climate data
needed for planning and risk assessment should be aimed at these
historically disadvantaged areas and communities. 384

Public lands boost the economy and outdoor recreation

Public lands and their associated resources create economic
opportunity and competitive advantage and improve health
outcomes. Conservation broadly supports state and local
economies and rural communities with tourism, outdoor
recreation, and retirees accounting for large economic benefits.

Public lands can boost local economies

Public lands (including national parks and monuments) can boost
local economies, drawing tourists and others, including retirees,
seeking recreational and quality of life opportunities. In 2021, the
outdoor recreation economy accounted for 1.9% ($454 billion) of
U.S. gross domestic product (GDP).38 At the state and local level,
outdoor recreation generates $59.2 billion in state and local tax
revenue annually.38 Non-laborincome isamajordriver of growth
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in local western economies, coming from dividends, interest, rent,
and government transfers to individuals (such as social
security).387 Much of this growth has a significant age-related
aspect and is tied to the aging U.S. population.

Counties with public lands are experiencing net positive migration
and tend to have more ethnic and racial diversity. 388 Attracting
new people is integral for the long-term health and strength of the
West’s economy, and in-migration to the non-metro West
experienced 49% of all population growth from net in-migration
from 2000 to 2010.38°

Counties with public lands see faster employment and income
growth

Areas with public lands in the United States saw increased
economic growth across several metrics relative to other areas. For
example, western non-metropolitan counties with more than 30%
of the county’s land base in federally protected status, such as
national parks, monuments, or wilderness, saw jobs increase by
345% over the last 40 years in contrast to counties with no federal
public lands that saw employment increase by only 83%.39 These
same counties with large shares of public lands also saw faster
population and personal income growth on average.39! The best
performing counties are benefitting from nearby public lands in
several ways, such as by supporting commodity sectors like
timber, increasing tourism and recreational spending, and
attracting entrepreneurs and retirees. High wage service industries
are also using the West’s public lands as a recruiting tool for
innovative, high-performing talent who want to work near where
they can enjoy outdoor recreation and natural landscapes. The
Economic Research Service (ERS) of the U.S. Department of
Agriculture found that job earnings in rural counties where
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recreation is a key industry are $2,000 more per worker than
workers in rural counties not focused on recreation.

The bipartisan Recovering America’s Wildlife Act (RAWA)
would encourage this growth by investing $1.3 billion in state fish
and wildlife agencies and another $97.5 million in Tribal wildlife
conservation efforts. Through this investment, RAWA would
generate 33,600 direct jobs every year in industries ranging from
construction to forestry, in addition to bolstering the outdoor
recreation sector.3%2

Public lands influence local fiscal policies

Public landsalso influence local fiscal policies, and New Mexico’s
management of revenue from state trust public lands is model
fiscal policy. New Mexico invests all nonrenewable revenue
generated from state trust lands in the Land Grant Permanent Fund
(LGPF), which means nearly 90% of all state trust land revenue is
allocated to the LGPF. Smart fiscal management has grown the
LGPF to more than $23 billion as of June 2021.3% This fund
provides stable revenue (in FY2020 $784 million) to state
beneficiaries, such as public schools. Distributions are expected to
surpass $1 billion annually in the coming years.

Public lands play a critical role in improving health outcomes

The ERS of the U.S. Departmentof Agriculture found thattourism
and recreation boost local economies while reducing poverty and
improving education and health outcomes. Nearly half of
Americans get less than the recommended physical activity, and
public lands and parks play a critical role in encouraging healthy
movement, particularly outside. Public lands and open space
lowering stormwater management costs and by protecting
underground water sources of drinking water.3% Protecting wild
animals and vegetation provides innumerable additional benefits
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to nearby communities, and RAWA directs important investments
towards accomplishing these goals.

Climate change poses a risk to continued health of U.S. public
lands and the economic benefits they provide

Climate change threatensthe continued health of U.S. public lands
and their associated economic benefits. Extreme events
exacerbated by climate change poserisksto the physical wellbeing
of public lands from fires to hurricanes. Disasters may also hinder
access to public lands if infrastructure is damaged or travel is
limited. Hotter temperatures and smoky skies also limit the
quantity of days when outdoor recreation is possible and healthy.
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CHAPTER 6: STRENGTHENING STATE AND LOCAL
ECONOMIES

As the economic recovery from the COVID-19 pandemic
recession transitions into the current economic expansion,
policymakers must ensure that economic growth is shared equally
throughout the United States. Due to the landmark bills passed in
the last Congress, and as a result of administrative actions taken
by the Biden administration, there are new opportunities to expand
employment in clean energy sectors, help address long-running
health care worker shortages, spur local economic development,
and improve housing affordability across the country.

The United States must expand investments in career and
technical training to meet the needs of the clean energy
transition

As the United States continues to transition away from fossil fuels
and adopt cleaner forms of energy, there is a growing need for
workers in a wide range of skilled trades and occupations to help
build and maintain this new energy infrastructure. This work will
include both solar installers and people who build wind turbines,
as well as electricians to help expand the transmission grid and
skilled contractors who will build new power plants, EV charging
stations, and other clean energy infrastructure.

This need for trades workers creates an opportunity for millions of
Americans to get good-paying jobs without having to earn a four-
year college degree. In addition, new investments in clean energy
infrastructure will be spread out across the country instead of
being concentrated in a few coastal cities, meaning more
communities stand to benefit from these new career opportunities.
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The clean energy workforce is growing rapidly, and the United
States currently does not have enough workers ready to meet the
need

Even before the passage of the landmark climate provisions in the
Inflation Reduction Act, the clean energy workforce was growing
faster than the overall economy. From 2021 to 2022, the
Department of Energy found that job growth in clean energy roles
grew by 3.9%, outpacing the national employment growth rate of
3.1% over that same window.3% The same report found that half
of the new workers in the energy sector were women, which if the
trend continues will help counteract the significant gender
imbalance in the sector.3% Looking forward, some estimates find
that the investmentsin the Inflation Reduction Actwill help create
as many as 9 million new jobs in areas like clean energy, clean
manufacturing, clean transportation, building efficiency,
environmental justice, and natural infrastructure.3973% While
forecasting the exact number of jobs created by a policy is
difficult, when paired with the recenttrend in job growth it is clear
that jobs in the clean energy economy will grow significantly in
the United States in the coming years.

This expanding need for people who can build and maintain clean
energy infrastructure isoccurringsimultaneously with along-term
decline in the number of building trades workers, brought about
by demographic trends and lagging investment in worker
training.399.400 The construction sector is still recovering from
massive employment losses during the Great Recession, which
contributes to a broader shortage of trades workers throughout the
economy. For example, the Bureau of Labor Statistics forecasts
that the United States will average 80,000 job openings for
electricians every year until 2031, reflecting the growing need for
these workers and the trend of older workers retiring.401
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Community colleges and apprenticeship programs will play an
increasing role in growing this workforce, including for people
currently working in some fossil fuel industries

While headwinds will remain when itcomesto fillingclean energy
roles, there are proven models in community colleges, trade
schools, and registered apprenticeship programsthat can train the
next generation of workers to meet these needs. The Infrastructure
Investment and Jobs Act is already investing $72 million in
programs training people for clean energy careers outside of four-
year degree institutions.#%2 The Inflation Reduction Act (IRA) also
supports the successful Registered Apprenticeship program that is
funded through joint union and employer contributions. 403

While these programs have demonstrated success in training new
workers in an array of clean energy occupations, there is an
emerging need to identify occupational training opportunities for
people currently working in many fossil fuel industries. While it
will take time, the overlapping skillsets required between people
workingin hydraulic fracturingand geothermal power, or between
oilfield work and clean hydrogen production suggest a viable
pathway for an employment transition for current energy sector
workers.404,405,406,407 As training programs expand to help meet the
needs of the energy transition, policymakers must ensure that
training is offered to help match current energy workers with
similar positions focused on clean energy. Some recent data show
that green job opportunities are growing in areas with higher
shares of fossil fuel extraction workers, which is promising for the
prospects of job availability for these newly-trained workers.408
Several important tax credits in the IRA offer bonus credits for
siting new clean energy facilities in communities that rely or have
relied on fossil fuels for both jobs and local revenues. 409
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Cleanenergy jobscanalso provide pathwaysinto the middle class
for a broad set of communities across the country

Making sure more people can train forand attain clean energy jobs
is especially important given the opportunity these jobs offer for
higher salaries that can springboard more Americans into the
middle class. While the broad range of clean energy occupations
pay different wages depending on the sector, electricians,
construction managers, and wind turbine technicians all earned
close to or above the national average salary.410 One recent study
also found that job listings for clean energy occupations were both
more common in areas that currently rely on fossil fuel extraction
and were in occupations that pay above the national average.411
There is also an emerging contingent of labor and climate groups
working together to expand worker protections and increase pay
in a range of clean energy fields.412:413

There is already momentum for unionization in the energy field.
The Department of Energy’s recent energy employment report
highlighted that the share of energy sector employees represented
by aunionwas 11% lastyear, higher than the national unionization
rate of 7%.414 The report also found that unionized energy sector
employers had an easier time filling job vacancies, likely due to
the better pay, benefits, and worker safety available in unionized
workplaces.*1>

Addressing health worker shortages in rural areas can improve
population health while creating job opportunities

Addressing the rural health care worker shortage and creating
pathways to allow supply to better meet demand are critical in
protecting and improving the health and economic stability of
ruralcommunities. One importantsolution to the ongoingshortage
are “grow your own” programs that look to train and equip local
residents to fill shortages in their own communities. Americans
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deserve access to health care regardless of where they reside, and
addressing the rural health care worker shortage will mark a
significant step toward creating that equity.

In total, 90% of rural counties face health care workforce
shortages, jeopardizing health and economic outcomes

Rural areas in the United States are facing a health care shortage.
Specifically, nine inten rural counties face primary care workforce
shortages in geographic areas and population groups.416 In some
areas, staffingshortagesamongall health care providers have even
become severe enough to lead to hospital closures. Since 2010,
136 rural hospitals have closed, driven in part by lack of staff.41’

The shortage of health care providers has significant negative
impacts on the health and economic security of rural areas.
Reduced numbers of available physicians have led to a 24%
growth in wait times since 2004 and hospital closures have forced
rural patients to travel 20 miles more on average to receive
common care services.#18419 | onger wait times and hospital
closures cause patients to delay care due to travel or time
restrictions, leading to worse health outcomes and greater
mortality, as patients experience avoidable illness due to lack of
treatment.420.421 Traveling extended distances also has individual
economic costs, including more time taken from work, child and
family care arrangements, and costs for gas, food, and lodging.
Additionally, greater rates of illness in a community can harm
productivity, costing the economy hundreds of billions of dollars
annually due to absence or the effects of working while sick.422
Finally, each physician in a community generally supports
multiple jobs and brings added revenue to the economy and the
loss of these positions can decrease available employment and
hinder economic growth.423
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The demand for physicians is growing, but supply challenges are
worsening the shortage in rural areas

The health care workforce shortage is being driven by growing
demand for providers coupled with an insufficient supply of
medical professionals. The main driver of growing demand is the
aging population, as older adults require greater amounts of
medical care.*2* Rural areas already have a higher rate of older
residents aged 65 and older (19%) than urban areas (15%), and
those rates are expected to grow significantly in the coming
years.425By 2034, the U.S. population of people aged 65 and older
is expected to grow by more than 40%.426

Challenges in the training and distribution of doctors are
preventing supply from meeting rising demand in rural areas.
Across the country, the number of medical school students is not
rising fast enough to meet the growing need for doctors.4%’
Additionally, students who do go to medical school face an
extremely limited number of residency slots.428 In rural areas, this
lack of providers is magnified because these areas often struggle
to attract and retain physicians as the areas themselves often have
smaller economies, under-resourced schools, or other challenges
that can lead doctors to opt for larger cities.42® Often, these areas
rely on physicians who are born or raised in a rural area as they
are most likely to return to practice in these rural regions.
However, the number of medical school entrants from rural areas
declined by 28% from 2002 to 2017, potentially leading to a
smaller number of medical school graduates who want to work in
rural medical centers and heightening the need to focus on
recruitingmore rural medical school matriculants to improvethese
numbers for the future.430
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Health worker shortages in rural areas pose particular risks to
pregnant women, communities of color, and those on Tribal lands

Groups that have greater health care needs or are over-represented
in rural areas bear a greater share of the burden created by health
care worker shortages. Rural areas have a lower concentration of
internal medicine physiciansand OBGY N physicianscompared to
their female population aged 15-t0-29.431 This increases
pregnancy risks for mothers in rural communities since lower
levels of provideraccessibility in aregion is correlated with higher
rates of maternal mortality.43?

Furthermore, people of color are even more likely to feel the
burden of lower access to health carein rural areas. Almost1in 4
rural Americansisa person of coloror Indigenous personand rural
communities of color usually experience the biggest health
risks.#33434 |_imited access to health care is one of the reasons for
higher health risks in non-white rural communities.43 This is
especially true for Indigenous communities on Tribal lands, where
the Indian Health Service has long struggled with staffing
shortages. Today, the overall vacancy rate for providers is 25%.
These shortages are exacerbated by lower salaries, housing
shortages and difficulties attracting providers to rural locations.436

Grow your own programs can create career pipelines into key
health occupations for people from rural areas

Individuals with rural backgrounds are more likely to return to
these areas to practice medicine.437 Surveys have found that 30-
52% of providers with rural backgrounds return to rural areas to
practice, compared to only 11% of doctors overall.438.439 Because
of this, programs that focus on empowering rural students to
pursue medicine and return to rural areas, known as “grow your
own” programs, are a key componentof bolsteringthe rural health
care workforce. Many medical schools have already begun to
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adopt this approach, with schools in largely rural states such as
Alabama and Mississippi creating programs to recruit and support
rural students.#40.441 These programs have already shown signs of
success. Alabama’s program has seen the vastmajority of students
who complete the program go on to practice in the state, mostly in
rural areas. Mississippi’s program has also seen success, adding
66 rural primary care doctors to the health care workforce to date
with over 80% of those doctors remaining in rural areas even after
their commitment to practice in a rural area, which is a required
part of the program, runs out.442 Because of the success seen with
these programs, and the critical need to increase the number of
rural physicians, expanding access to these programs to reach
more students could play an importantrole in reducing the rural
health care worker shortage.

Other initiatives that address the health care worker shortage can
supplement grow your own programs

In addition to “grow your own” programs, a number of other
initiatives have been enacted or introduced to reduce the shortage
of health care workers both in rural areas specifically and across
the nation. Existingnational programsinclude the National Health
Service Corps, which incentivizes newly trained doctors to work
in high-need areas in exchange for debt relief.443 Additionally, to
address the impact of limited residency programs, the Teaching
Health Center Graduate Medical Education Program provides
funding for more primary care residencies, with a focus on rural
and in-need areas.**4 Proposed programs include the Health Care
Workforce Shortage Initiative, introduced in the FY24 budget,
which would fund awards used to encourage innovative
approachesto health care workforcerecruitmentand training, with
an emphasis on supporting rural and underserved areas.*4°
Similarly, Health Profession Opportunity Grants, if refunded,
would provide training pathways to low-income individuals to
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pursue non-physician health care roles such as nursing or medical
assisting.446.447

Investing in anchor institutions can foster economic growth and
technological innovation through potential agglomeration
effects

Research shows that anchor institutions, such as universities,
hospitals, and national laboratories can play an outsized role in
local communities and economies, including by providing
additional benefits outside of their core functions.**8 The
economics literature also points to how clusters of firms and other
institutions focused on similar industries can build off of each
other through in what are known as agglomeration effects to spur
both technological innovation and regional prosperity.44° While
the larger question of how to foster inclusive economic
development is still unanswered, investments included in the
CHIPS Act, Infrastructure Investment and Jobs Act, and Inflation
Reduction Act can leverage these local effects to increase
economic growth in more communities around the country.

Anchor institutions can play an important role in expanding
economic opportunity in communities throughout the country

Anchor institutions are any large organization like a university,
hospital, or government-run entity, like a national lab, that
provides expanded benefits to their surrounding communities.
These organizations provide direct benefits in terms of job
creation and economic activity, especially since many sectors like
education and health care are less impacted by the business
cycle.*0 One estimate from the Federal Reserve Bank of
Philadelphia found that hospitals and higher education institutions
directly or indirectly provided jobs for 18 million people while
creating $1.1 trillion in economic activity.5!
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Additionally, anchor institutions can have a profoundeffecton the
surrounding communities through local hiring and procurement
practices. Recent efforts by hospitals and university systems in
Toledo, Boston, Philadelphia, and Newark show that anchor
institutions can create job opportunities for people in the
surrounding communities while supporting local businesses
through both training and outreach programs or even by adding
additional services meant to meet unaddressed community
needs.452453.454 The |ocal spillover benefits of national labs are
comparatively under-explored compared to the research that has
been completed on universities and hospitals, in partbecause there
are fewer national labs overall.4>5456

Leveraging agglomeration effects can both spur technological
innovation and bolster local economies

Agglomeration effects describe the phenomenon where firms and
other institutions in similar industries clustered near one another
build off of one another to spur innovation and economic
growth.457 When studying agglomeration effects in the United
States, researchers often highlight Silicon Valley, the research
triangle in North Carolina, Boston, Seattle, and Pittsburgh as
domestic examples of how geographic proximity, transportation
infrastructure, and a shared pool of workers can create cycles of
economic innovation.#58 One important study finds that patent
filings increase when potential inventors move to these innovation
clusters and benefit from the assembled resources.*>® This
innovation increases overall economic growth for the country as a
whole, while studies also highlight how these clusters also
facilitate local economic growth.460

It follows from these findings that the United States should seek
to both bolster its existing innovation clusters while also
cultivating agglomeration effects in other regions that have yet to
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experience these benefits. While starting such clusters from
scratch could result in a net loss for the country, strategies that
seek to build of f of existing networks to cultivate innovation could
increase both regional and national economic growth, 461,462

Federal investments in local economic development in the CHIPS
Act, Infrastructure Investment and Jobs Act, and Inflation
Reduction Act can leverage these effects to foster equitable
economic growth

The major bills passed during the 117t Congress facilitate
significant investments in infrastructure, scientific research,
semiconductor production, and climate technology, which could
both strengthen anchor institutions and spur more agglomeration
economies around the country.

The CHIPS and Science Act’s investment in semiconductor
manufacturing can help spur agglomeration benefits as new
facilities come online close to one another. The child care services
that recipient firms must provide to their employees are an
example of the sort of anchor institution benefit that can benefit
the broader community.#63 The bill also authorizes a significant
increase in basic research funding, support for the national labs,
and regional innovation hubs that can in turn bolster the local,
regional, and national economic benefits described above. 464,465

The Inflation Reduction Act’s landmark investment in clean
energy technology has already spurred billions of dollars in
investment throughout the United States.46¢ Much of these new
projects are not centered around the large coastal cities that have
dominated discussion of U.S. growth drivers in recent years,
highlighting how the clean energy investments in this bill can
spread out clean energy developmentto a larger number of U.S.
regions. In fact, states in the mountain west and southwest have
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led the nationwide resurgence in manufacturing investment
growth in electronics, computer, and battery technology thatbegan
shortly after the passage of the IRA and CHIPS and Science
ACt.467'468

By supporting transportation infrastructure throughout the
country, the Infrastructure Investment and Jobs Act will help aid
the physical transfer of goods and people. The bill also funds
regional hubs focused on clean hydrogenproduction, which, when
taken together with funding from the IRA, could support regional
economic development through clean energy technological
innovation. 469

These investments offer an opportunity for the federal government
to work with state and local partners to make sure that the coming
decades center around economic growth that both grows the
middle class and expands opportunities to more parts of the
county. Whileapromisingingredient, leveraginganchor intuitions
and agglomeration effects are justa few key inputs that the U.S.
will need to accomplish the goal of broadened economic growth.
It will take years, if not decades, before we can gauge the success
of the landmark investments passed in 2021 and 2022, but these
laws represent a strong down payment on inclusive and effective
regional economic development.

Guaranteeing housing affordability to ensure economic stability

For communities to thrive, people must have a stable and
affordable place to live. Unfortunately, housing has become
increasingly unaffordable in recent years, whether for renters or
those looking to buy a home, and high housing costs have gone
from being a largely coastal phenomenon to being a problem
throughout the country. While recent steps by the Biden
administration and Congressional Democrats have alleviated
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some of the housing pressures that Americans face, the country
will need significant action at the national, state, and local level to
ensure housing affordability and stability for all.

Housing affordability is a challenge for Americans across the
income spectrum

The cost of housing s rising at a more rapid pace than workers’
wages. As the National Low Income Housing Coalition (NLIHC)
reports from multiple studies, the rise in median rents in the U.S.
have outpaced the rise in the national median household income,
with the latter increasing only by 3.2%, and the former increasing
by nearly 18%. Moreover, while lower-wage workers have seen
the greatest percentage gains in theirincome when comparedto all
other income groups, that gain is not large enough to make up for
the increase in rents.470

In addition, the Census Bureau found striking numbers on the
amount of middle- to low-income renter households who are cost
burdened, meaning that they spend over 30% of their monthly
income on rent. As the Census notes, when a household is cost
burdened by rent, they may be more likely to face difficulty in
paying for their basic needs. Nearly 90% of households in the
lowest-income quintile were cost burdened in 2021
Approximately 60% of renter households in the second-lowest
income quintile were cost burdenedin 2021, and about a quarter
of all renter households in the middle quintile were cost burdened.
Together, this means that nearly 20 million households were cost
burdened in 2021, before the worst of the rent spikes due to
COVID-19 had hit the market.4’* Viewed another way, if every
renter who is cost burdened lived in a single state, it would be the
largest state by number of households in the United States, at
roughly double the number of households in Texas.472



102

Rural and Tribal communities face distinct housing affordability
challenges that policymakers must address

In 2017, HUD released a series of studies which consisted of the
first ever nationwide review of American Indian and Alaska
Native households on Tribal lands. Among their findings, one
study reported thatwhile 5% of all U.S. households live in housing
with physical damages or complications, 23% of all households in
Tribal areas have a physical issue with their housing. They also
note that homelessness in Tribal areas consists of overcrowding
among households, rather than Tribal members living without a
place to reside. While only 2% of U.S. households were reported
to experience overcrowding, 16% of Tribal households experience
the same.4’3 More recently, the representatives of Tribal
governments and housing authorities testified before Congress,
emphasizing the need to increase the housing stock.4’* As
Chairman Heinrich has emphasized, the federal government’s
adequate provision of public fundsis a step toward fulfilling our
mandated responsibility to support the economic prosperity of
Tribal communities.475:476

Lawmakers and advocates are also concerned about affordable
housing in rural areas. The “515 program” at the U.S. Department
of Agriculture (USDA) requires rural multifamily buildingowners
with low-interest USDA mortgages to maintain rent levels that are
affordable for rural middle- and low-income individuals for the
duration of the owner’s mortgage.4’”” USDA also has a rental
assistance program for rural households, referred to as “Section
521,” which subsidizes qualifyinghouseholds’ rent within Section
515-financed housing, to ensure rent makes up only 30% of those
tenants’ income.*’8 However, Section 515 mortgages, which have
30- to 50-year terms, and which many owners entered into about
50 yearsago, are beginningto mature. Followingthe loan maturity
date, residents in these buildings will no longer qualify for the
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Section 521 subsidies, and some building owners will no longer
be required to set rents at an affordable rate.479.480 Accordingto the
National Low Income Housing Coalition, over 21,000 rural units
are within Section 515-financed buildings with mortgages
maturing by 2027.481 The number of affordable rental units that
will be lost due to Section 515 mortgage maturity will only
increase after that year. Chairman Heinrich and Democrats have
been committed to resolving this issue, offering solutions such as
endingthe requirementfor Section 521 rental assistance recipients
to reside only in Section 515-financed housing.482

In addition, while the 515 program was created to incentivize
construction and rehabilitation of affordable rural housing, lack of
funding for the program has led to structures falling into disrepair,
and a halt in construction since 2012.48 Without sufficient
funding for housing preservation, USDA estimates the rural
affordable housing stock will drop from 400,000 to just over
66,000 by 2050.484 Other programs created to support rural
housing affordability under USDA have also been left without
funding for years.*8> Potentially compounding this crisis, there are
reports that the influx of high-income individuals from
metropolitan areas has been driving up housing prices in rural
areas throughout the pandemic period. Even as these individuals
leave, the prices remain high.486

Government investment in housing for low-income Americans can
provide the housing stability necessary to ensure economic
stability, especially during economic crises

The Housing Choice Voucher (HCV) program, despite being the
largest rental assistance program in the country, only funds about
a quarter of those who are eligible due to funding constraints. If
the program were fully funded, research suggests that it could lift
an additional 9.3 million people out of poverty, and an estimated



104

24 million people who are severely rent burdened would be able
to secure affordable housing.#87 In addition to expanding funding
for the program, policies like the DEPOSIT Act would provide
families with vouchers with additional funds to cover security
deposits or other move-in costs that can be prohibitively expensive
for many renters.488

Additionally, the emergency rental assistance (ERA) program
created in response to the COVID-19 pandemic provides another
strong blueprint for how the federal government can keep families
stably housed in the face of economic crises. While the program
took time to stand up, it helped nearly 4 million households pay
their rent in 2021 and helped keep eviction rates lower than the
historical average across the country.48 By February 2022, the
U.S. Departmentof the Treasury also reported thatmore than 80%
of all ERA fundswere provided to households with an income that
is equal to or less than 50% of the area median income (AMI). This
program was especially successful in places where state and local
fund providers could streamline the application process and
directly send funds to tenants when landlords were unresponsive.
Together, the ERA program shows how the federal government
can effectively deliver rental support that compliments the HCV
program in times of need.4%

Expanding tenants’ right to counsel, rent stabilization, and
Housing First programs can keep more people stably housed

Recent evidence also shows a range of strategies that can help
people stay in their homes, prevent evictions, and help people
transition out of homelessness. Tenant protections can be
expanded through tenants’ right to counsel in eviction cases 1o put
rentersona more even footingwith landlords. The American Civil
Liberties Union (ACLU) found while 80% of all landlords have
legal representation in housing court, only 3% of tenants



105

nationwide have legal representation.*?1 As of June 2023, 17 cities,
4 states, and 1 county have passed tenants’ right to counsel laws,
which studies routinely find reduce the likelihood of
eviction. 492,493

Rentregulations place a limit on market rent increases, which can
help renters from being priced out of an apartment where they
currently live. While research has shown that rent stabilization
laws do keep tenants from getting priced out, absent other policy
reforms these caps can reduce housing supply and worsen housing
quality as landlords decline to invest in an asset where the retums,
in this case the monthly rent, are capped at a set amount that may
not cover costs.4%4 While the extent of the housing supply effect is
unclear, given their role in maintaining affordability for current
tenants, rent stabilization policies have a role to play alongside
other reforms meant to strike a balance between tenant protections
and housing availability.495.4%

The housing first model for alleviating homelessness provides
unhoused people with permanent housing and optional treatment
services. The alternative model, frequently referred to as
“treatment first” requires those seeking permanent housing to first
graduate from a drug addiction or psychiatric treatment program
to secure permanent housing. Studies of housing first programs
have repeatedly shown that participation leads to a higher
likelihood of housing stability than participationin treatment first
programs, with similar levels of health benefits, and substantial
cost savings per dollar invested. 497,498,499

The Biden administration has taken important actions to expand
housing supply and improve housing stability for renters

Federal supply interventions are needed to address the housing
shortage, such as ensuring that financing is available for housing
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construction and preservation. In 2022, the Biden administration
published a plan that addresses these challenges. Included in their
objectives, the administration committed to making financing
available for construction of a larger variety of single- and multi-
family housingunits, includingmanufactured housingand smaller
multifamily buildings. The administration also proposed
increasing the availability of federally-backed loans offered for
construction and ownership (“Construction to Permanent loans”),
encouraging states, Tribal governments, and localities to utilize
COVID relief fundstowards growingthe affordable housing stock
in their areas, and making changes to key government programs
that incentivize and help to fund affordable housing construction,
such as the HOME Investment Partnerships Program and the Low
Income Housing Tax Credit (LIHTC).500

In January 2023, the Biden administration released the “Blueprint
for a Renters Bill of Rights,” which outlines objectives to ensure
tenantprotectionsand affordable rent. Included in thisplan was an
announcement that the Federal Trade Commission (FTC) would
investigate rental market practices that harm tenants.

The Biden administration has also tasked the Consumer Financial
Protection Bureau (CFPB) with protectingtenants by amongother
efforts, collecting more data on housing practices that impede
stable housing. The Department of Justice will also be reviewing
rental markets to determine whether there is need for an update to
guidance on anti-competitive practices as it applies to such
markets.5%! These actions, along with those previously discussed,
can help improve housing stability for renters.
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