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EITC Expansion for Childless Workers
Would Save Billions—and Take a Bite
Out of Crime

By Rachel West August 4, 2016

A comprehensive agenda to address the nation’s legacy of mass incarceration and over-
criminalization must not only remove barriers to employment for people with criminal
records, but also ensure that jobs pay a fair, livable wage. A recent report from the White
House Council of Economic Advisers, or CEA, demonstrated that raising the federal
minimum wage would significantly reduce criminal activity and enhance public safety,
saving American communities billions of dollars each year. This issue brief finds that a
second policy to boost income for low-paid workers—expanding the Earned Income
Tax Credit, or EITC, for workers without dependent children—would generate an
additional $1.7 billion to $3.3 billion in societal benefit each year from reduced crime

and improved public safety.

The minimum wage and the EITC are highly complementary policies, and both receive
strong support from conservative and progressive voters alike. Pairing a minimum wage
increase with an EITC expansion would bring annual public safety benefits of $10 bil-

lion to $20 billion to American communities—particularly those most affected by mass
incarceration and over-criminalization—while also giving a tremendous boost to strug-

gling workers and their families.

How higher minimum wages increase public safety

Clearing the pathway to work for people with criminal records is critical to tackling the
onerous national legacies of mass incarceration and over-criminalization. An estimated
70 million to 100 million Americans—about one in every three adults—have a criminal

record of some kind, and nearly half of all children have a parent with a criminal record."
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Having a criminal record, no matter how old or inconsequential—such as an arrest that
never led to conviction—can make securing employment nearly impossible. In many
states, having a criminal record can unnecessarily bar workers from a host of trades and
professions through discriminatory occupational licensing practices and also prevent
them from obtaining the training, education, and support they need to succeed in the
workforce.” Furthermore, because barriers to employment and income can damage
economic security and family stability, a parent’s criminal record can have long-lasting

negative consequences for children’s well-being and outcomes.?

A new report released by the CEA highlights a critical —but often overlooked—role for
public policy at the intersection of criminal justice policy and the labor market.* A com-
prehensive agenda to address the history of over-criminalization must not only remove
barriers to employment but also ensure that jobs pay a fair, livable wage. Even when
individuals with criminal records are able to overcome obstacles to finding employ-
ment, they are disproportionately likely to work in low-paying jobs. The quality of local
employment opportunities—a large part of which involves adequate pay—is a strong
driver of the level of crime in communities. Access to well-paying jobs is a key factor in
supporting successful reentry, reducing recidivism among individuals who have been
involved in the criminal justice system, and preventing new acts of crime.’ By enabling
workers to earn enough to make ends meet, policies that raise wages—particularly

for lower-educated men—can both prevent re-offense and lower the rate of first-time
offenses. Research shows that a 10 percent increase in wages for lower-educated men

leads to a 10 percent to 20 percent decrease in crime.®

For this reason, higher minimum wages have strong anti-crime effects. According to the

CEA’s new analysis, the Raise the Wage Act—which would increase the federal mini-

mum wage to $12 by 2020—would reduce criminal activity by 3 percent to 5 percent.”

Economists estimate that crime costs American communities hundreds of billions of

dollars each year, including through property damage, lost and reduced quality of life,

medical costs, pain and suffering, and criminal justice system costs.® Thus, while greater In $7.25 states ,1in
public safety and lower crime rates will ultimately increase the quality of life, particularly

for the most disadvantaged communities, a 3 percent to S percent reduction in crime every 102 adults was
translates into an annual societal benefit of $8 billion to $17 billion. This represents

substantial savings for American families and the economy alike.’ incarcerated in ja il

As 0f 2016, 29 states and the District of Columbia—as well as a growing number oflocal ~ Ol D risonin 2013 ,

areas—have raised their minimum wages above the federal level of $7.25 per hour." But

residents of the remaining 21 states have been stuck at $7.25 for seven years and count- compa red to 1in
ing. These low-minimum-wage states disproportionately contribute to the nation’s mass
incarceration problem: In $7.28 states, 1 in every 102 adults was incarcerated in jail or every 137 in hi g her-

prison in 2013, compared to 1 in every 137 in higher-wage states." In fact, while it by no

means proves that higher minimum wages have been the cause of lower incarceration wage states.
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rates, every 10 percent increase in a state’s minimum wage was associated with a more The EITC ex Pans ion
than 15 percent decrease in the adult incarceration rate.'* Put another way, a $1 minimum
wage increase in low-wage states was associated with 208 fewer incarcerated individuals propose d by
per 100,000 adults in the state in 2013.
President Obama

Expanding the EITC would boost economic security and reduce crime would result in

Raising the minimum wage is not the only policy that would boost incomes for individ- ~ dN anNnua | societal

uals with criminal records as they seek to enter or return to the workforce. Policymakers

from both sides of the aisle—including House Speaker Paul Ryan (R-WI) and President benefit of $1.7 billion
Barack Obama—have called for expanding the EITC for low-paid workers without

qualifying dependent children, as these workers are the only group taxed further into to $ 3.3 billion.

poverty by the U.S. federal tax code." Since individuals who have criminal records are

more likely to work in low-wage jobs—and many support noncustodial children using

their earnings—an EITC expansion would have an outsized positive effect on these

individuals and their children."

Using the same parameters and approach as the CEA, the Center for American Progress
calculates that the EITC expansion proposed by President Obama would result in an
annual societal benefit of $1.7 billion to $3.3 billion by decreasing offenses 0.52 percent
to 1.04 percent each year.'s (see Methodology section) Thus, the benefits from reduced
crime and enhanced public safety alone—including less property damage, fewer lives
lost, lower medical costs, and so on—would add up to as much as half the cost of
expanding the EITC, which is expected to be $6.1 billion per year.' The EITC’s other
strong positive benefits—such as improved health, increased employment, and bet-

ter school performance for children—would make the proposed EITC expansion well
worth its costs, in addition to bringing huge benefits to the communities that are most

affected by mass incarceration and over-criminalization."”

When it comes to helping low-income workers and their families, research demonstrates
that the minimum wage and the EITC are strong complements.'* CAP estimates that
the ideal policy choice—implementing an EITC expansion in tandem with a minimum-
wage increase—would result in a societal benefit of $10 billion to $20 billion each year

from lower crime and greater public safety alone."”

Of course, boosting the incomes of individuals with criminal records and enhanc-

ing public safety are just two of many reasons to embrace policies that raise wages for
low-paid workers. Raising the minimum wage to $12 by 2020 would reduce finan-
cial hardship and increase economic security for more than 35 million hard-working
Americans.”® And enhancing the EITC for workers without qualifying children would

benefit more than 13 million workers across the nation, about 1.5 million of whom are
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noncustodial parents.*’ Moreover, by ensuring that workers can earn enough to make
ends meet—and enabling them to cover work-related costs, such as transportation and
child care—both the EITC and the minimum wage proposals could newly bring mil-

lions more Americans into the workforce.??

Furthermore, the benefits of boosting wages go beyond the working families receiving a
raise and the communities experiencing less crime: These twin policy changes would also
benefit employers by increasing worker productivity and reducing costly turnover. And
by putting extra dollars in the hands of cash-strapped workers who will spend much of

it immediately at businesses in their communities, the combination of a minimum wage

increase and an enhanced EITC would give a strong boost to the nation’s economy.*

Conclusion

Good job opportunities and fair wages are two sides of the same coin when it comes

to removing economic barriers for individuals with criminal records and their fami-

lies. Fortunately, efforts to address barriers to employment have been rapidly gain-

ing momentum at the local, state, and federal levels. For example, more than half of
Americans now live in areas covered by fair-chance hiring policies, such as ban the box,
which require employers to consider job applicants’ qualifications for work prior to
conducting a background check for a criminal record.** And in April 2016, Pennsylvania
became the first state to introduce bipartisan Clean Slate legislation, allowing individu-
als with minor nonviolent records to have their records automatically sealed by staying

crime-free for a set period of time.”

It is critical that policymakers, advocates, and the public continue fighting to remove
obstacles to employment for the millions of Americans with criminal records. But a
comprehensive agenda to address the nation’s legacy of over-criminalization and mass
incarceration should not stop there. An integral part of this agenda requires boosting wages
for America’s lowest-paid workers—including by raising the minimum wage and expand-
ing the EITC, policies that receive strong support from conservative and progressive voters
alike.”® These measures will not only benefit individuals with criminal records and strug-

gling working families, but also generate billions in savings each year across the nation.

Rachel West is an Associate Director of the Poverty to Prosperity Team at the Center for
American Progress.

4 Center for American Progress | EITC Expansion for Childless Workers Would Save Billions—and Take a Bite Out of Crime


http://www.nber.org/papers/w11729
http://www.raisetheminimumwage.com/pages/polling
http://www.raisetheminimumwage.com/pages/polling

Methodology

CAP estimated the reduction in incarceration rates associated with a 10 percent increase
in the minimum wage using a linear regression of the natural logarithm of states’ 2013
incarceration rates—measured per 100,000 adults—on the natural logarithms of their

2013 minimum wages and 2013 populations, and a constant term.”

CAP also estimated the effect on criminal activity of the EITC expansion proposal
introduced by President Obama, which would double the value of the maximum EITC
for workers without qualifying children to about $1,000 per year. The plan would also
lower the minimum age of eligibility from 25 years old to 21 years old and broaden the
credit’s schedule, making it available to a greater share of so-called childless workers. A

very similar proposal has been introduced by House Speaker Paul Ryan (R-WT).

Like the CEA report, CAP began with a 2002 study by Gould, Weinberg, and Mustard,
which found that a 10 percent increase in hourly wages for non-college-educated men
results in a 10 percent to 20 percent reduction in crime.”® To estimate the average per-
centage increase in hourly wages that would be experienced by non-college-educated
men under the EITC expansion proposal, CAP turned to the Tax Policy Center’s
analysis of the expected change in federal change tax burdens, which is given by income
quintile and filing status—either joint, single, or head of household.” From these tax
burden changes, CAP calculated the average percentage increase in after-tax income
that would result for each income quintile and filing status group. The breaks between

income quintiles were given by the Tax Policy Center.*

Using data from the 2014 March Current Population Survey, CAP computed the share
of individuals in each income quintile and filing status group who are non-college-edu-
cated males.’! CAP used these shares to calculate the weighted average percent increase
in after-tax income, wherein weights are the number of non-college-educated males in
each quintile and filing status cell.*> CAP presumed that average hourly wages would

increase proportionately to after-tax income.

Using this approach, CAP estimated that the president’s EITC proposal would increase
average wages for non-college-educated males 0.52 percent. Applying the range of
crime elasticities used in the CEA report—which are -1 to -2—a wage increase of this
size would reduce crime by 0.52 percent to 1.04 percent. Based on the CEA analysis,
which concluded that a 3 percent wage increase would lead to 254,967 to 509,933 fewer
offenses each year, CAP inferred that the 0.52 percent wage increase brought about by
the EITC expansion would reduce annual criminal activity by about 50,508 to 101,015
offenses. To translate this into societal benefit, CAP applied the average social cost

of crime used by CEA: $32,729 per offense. Unlike some economists, the CEA does

not include criminal justice system costs—such as costs associated with enforcement,
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incarceration, and the judicial system—as part of the social cost of crime. If these costs
were included, the estimated social cost of crime would be greater, and thus the soci-
etal benefits from a given reduction in crime—such as those stemming from an EITC
expansion—would also be greater. Research suggests that criminal justice system costs
range from less than one-quarter of the total cost of crime for violent crime, to up to half

of the total cost of crime for property crime.*

For several reasons, this approach is likely to underestimate the benefits of an EITC
expansion for childless workers. If, for example, a greater EITC induces more individu-
als to join the workforce—as past EITC increases have done—wages for lower-skilled
men would increase further, resulting in additional crime reduction.** Furthermore,
about half of states have their own supplemental state EITCs, the value of which is typi-
cally linked to the federal EITC. These supplements would increase if the federal EITC
expanded, which would further boost wages for EITC-eligible workers.
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