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Job Creation Tax Credit

· Revised version of policy used in 1977-78.

· Basic concept: 15% wage credit for ADDITIONS to employment in 2010, and 10% in 2011, relative to base period of 2008-2009.

· Unlike 1977-78, this credit would be refundable, and would apply to all employers, including non-profits and state and local governments as well as profitable businesses.

· In briefing paper for EPI, John Bishop, Josh Bivens and I estimate that a JCTC would create 2.8 million jobs in 2010 and 2.3 million jobs in 2011.
· Gross budgetary costs: $80 billion in 2010, $67 billion in 2011. Gross costs per job created:$28,000 in 2010, $30,000 in 2011. Allowing for effects of increased employment on revenues and social welfare costs, net costs per job created are $4,700 in 2010 and $6,300 in 2011.  Net fiscal costs are $13 billion in 2010 and $14 billion in 2011. 

Response to objections:

· “A wage credit won’t create jobs because there is no demand”. Answer: Even today, a wide diversity of employer situations. Many employers might consider adding jobs, or adding more jobs, if the cost was lowered by 15%. Only a small proportion of employer decisions need to change to create millions of jobs. Created jobs will boost labor incomes and consumer demand. Lower employer costs will encourage greater sales.  

· “Wouldn’t it be simpler to just lower the payroll tax rate?” Answer: A payroll tax holiday is far more expensive per job created. A holiday has a net cost per job created in 2010 that is over 20 times the net cost per job created of a JCTC. First year net fiscal costs of a payroll tax holiday are over $500 billion. A temporary payroll tax holiday pays a 15.3% credit to all existing employment, most of which would have existed anyway. 
National MEED Program

· Revised version of program used in Minnesota in 1980s.

· Spending program, not tax credit.

· Similar to public service employment programs (WPA of 1930s) but also includes   some private employers, particularly small businesses (40 to 60% in each sector).
· Much higher % wage subsidy than an NJTC: 90% wage subsidy up to $10 per hour, for six months of employment.

· Run as discretionary program by local workforce agencies

· Wage subsidy would be tied to hiring long-term unemployed and other disadvantaged persons referred by local workforce agencies. Job slots must be new jobs.

· National MEED estimated to create 800,000 jobs in 2010, 1.2 million in 2011.
· Gross budgetary costs of $29 billion in 2010 and $42 billion in 2011. Gross costs per job created are $34,000 in 2010 and $35,000 in 2011. After allowing for budget benefits of increased employment, net costs per job created are $20,000 in 2010 and $21,000 in 2011. Net fiscal costs are $17 billion in 2010, $25 billion in 2011.      
