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Money Can’t Buy
Success

When Walter Annenberg gave an
unprecedented $500 million to support
U.S. public schools in 1993, his gift
combined persond generosity and civic-
mindedness with brave, ambitious
words about improving Americas
schoals. Thebulk of the gift wasused to
fund chadlenge grantsranging from $10
million to $53 million in the nation’s
nine largest cities. These Annenberg
Challenge programs ended with the
1999-2000 schoal year.

But case sudies of experienceswith
the programs in three cities — New
York, Chicago and Philadd phia— find
that Annenberg’sgift did not accomplish
what he had hoped. While studentsin
some schools benefited from his gen-
erosity, the systems as a whole were

largdy unresponsve. Theessentiad idea
on which the grants were based — that
what public schools most lack is exper-
tiseand that talented, motiveated outsiders
working within the system can provide
it— ran up againg too many obhstacles.

What did a $500 million
gift do for public schools?

For example:

= Four organized groupsjoinedin New
York to obtain a grant, but they had so
littlein common they could not agreeon
asinglereform plan, and thuslacked the
leverage to force systemic changeona
public schoal bureaucracy dready hos-
tileto each group’sreform agenda.

= A codition of reform groups dis
tributed mini-grantsin Chicago with no
theme or plan; in some schools, the

money was competing with as many as
20 other (often contredictory) reformini-
tiatives aswell as system-wide reform
efforts, undermining both accountabili-
ty and the ahility to credit the contribu-
tion for any improvemen.

The experiencesin New York and
Chicago showed that there is no practi-
cd way to get adigtrict with abudget in
the billions to cooperate with areform
plan unlessthedigtrict sharesthat plan’s

philosophy and theory of change.

Although one group united behind

onereform plan in Philadel phia, track-
ing the money or itsimpact wasimpos-
sible because the program was absorbed
into anew superintendent’sown reform
initictive.
Source: Raymond Domanico, Carol Innerst and
Alexander Russo, “ Can Philanthropy Fix Our
Schools?” Thomas B. Fordham Foundation, 1627
K Street, N.W., Quite 600, Washington, D.C. 20006,
(202) 223-5452.




Health

TennCareFiasco

Tennessee is one of a number of
gtates that implemented hedth care re-
formsmodeled on thefailed 1993 Clin-
ton hedth careplan. The TennCarepro-
gram is designed as a hedlth insurance
safety net covering dl poor or uninsured
resdents, but it generoudy subsidizes
middle- and upper-incomefamilieswho
can afford to purchase insurance them-
sves

Themos generous subsidiesto the
wel-off comefrom TennCaréscoverage
of the state€'s uninsurable population —
thosewho are unableto get ahedthin-
surance policy because of apreexisting
medica condition.
= Currently, 27 dateshave someform of
high-risk pool for uninsurables.

= Typicdly, people qudify by proving
they have been denied ahedthinsurance
policy because of apresxisting medical

condition.

= |f acoepted into the hightrisk poal, they
are able to purchase a hedth insurance
policy, usudly for 25 percent to 50 per-
cent morethan the cost of astandard pol-
icy.

= The additiond premium covers the
higher cogtsincurred by uninsurable peo-
ple and, perhaps more important, dis-
courages people from waiting until they
get sck to buy hedthinsurance.

However, TennCare charges only
about 22 percent more than standard
ratesfor uninsurableswho haveincomes
above 400 percent of the poverty level.
Thusan uninsurable family withanin-
comeof $62,400t0 $116,800 ayear pays
about $595 amonth in premiums.

Because high-risk insurance is
priced toolow and TennCareisvery essy
to enter, about 114,000 peoplearedass-
fied asuninsurablein Tennessee. Indll
of theother 27 high-risk poal statescom-
bined, only dightly more than 100,000
people are classified asuninsurable.

Source: Merrill Matthews Jr., “ Lessons From
Tennessee's Failed Health Care Reform,”
Backgrounder No. 1357, April 7, 2000, Heritage
Foundation, 214 Massachusetts Avenue, N.E.,
Washington, D.C. 20002, (202) 546-4400.
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A Market for Organs?

Morethan 200,000 patientswith
end stegerend discaseareenrolledin
afederd entitlement program for did-
yss, and many of themwill need kic-
ney trangplants. Unfortunately, dona-
ed kidneysarein short supply — asare
hearts, livers, lungs and other organs.
The United Network for Organ Shar-
ing estimatestheinadequate supply of
organs causes over 4,000 deaths per
year aspaientsare unableto havetheir
trangplantsintime. Yet rdatively amall
financia incentives could curethe or-
gan shortage problem.

Inarecant survey, college sudents
showed awillingnessto donate organs
a deathif thereisafinancid incentive

Based onthepoll:

= A finandd incentiveof $100would
increase the number of donated kid-
neysby 50 percent.

= The number of donated kidneys
would morethan doubleif theincen-
tivewere $1,000.

» Atthe$1,000levd, thekidney short-
agewould disappear.

Itisillegd under U.S. law to pur-
chaseorgans. That restriction may be
coding lives.

Source: A. Frank Adams |11, A H. Barnett, and
David L. Kaserman, “ Markets For Organs: The

Question of Supply,” Contemporary Economic
Policy, April 1999.
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*Atotal of 392 students were polled.
Source: Contemporary Economic Policy.
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Health

ToTed or Not to Test

Screening for various types of can-
cer saveslives. And there hasbeen con-
siderable debate over the age at which
screening for specific types of cancer
should begin and how often such tests
should beperformed. Yet littleattention
has been given to the age at which such
testing should stop.

The cost and risk of various proce-
dures outweigh the benefitsif the indi-
vidua screenedistooyoung. Similarly,
the benefit of testingisminimd and is
outweighed by therisk if the subject is
too old.

Based on an andysis of federa
mortality Satistics and large cancer
screening trids, researchers led by
William C. Black of Dartmouth Medical
Schoal in Hanover, New Hampshire,
found that most of the value of cancer
screening occurs before the age of 70.
After age 75, the benefits of screening
for breast, colon and cervica cancer are
greatly diminished.

= The possble increase in life ex-
pectancy for an average woman from
screening tests starting at age 50 is 43
days for breast cancer and 28 days for
colon cancer.

= The average 75-year-old who stops
having mammography to detect breast
cancer riskslosing only 9 daysof life.

= The same is true for a 75-year-old
woman who passes on a feca occult

INCREASED LIFE EXPECTANCY
FROM CANCER SCREENS

43 Days m AtAgeS0
AtAge75
28 Days
9 Days 9 Days
Mammography Colon Cancer Screen

Source: Journal of Effective Clinical Practice.

blood test for colon cancer.

= By stopping thesetests at age 80, she
would give up amaximum of 5 days.

Similarly, Pap smear screening for
cervical cancer beginning at age 20 has
amaximum potentia benefit of 47 days
inthe best-case anadysisand most likely
addsonly 7 daysof life.

= By contrad, the average 75-year-old
who forgoes Pap smear screening would
giveup 3daysin the best case and most
likely only 0.5 days.

= By stopping a age 80, shewould give
uponly 1.5daysor 0.2 days, repectively.

Among therisk factors for the e-
derly arethe needlessanxiety caused by
fase pogtivesontestsand therisk sur-
gical procedures pose. At some point,
cancer screening may do more harm
than good.

Assuming that the mortdity reduc-
tion from screening the elderly persists,
80 percent of the bendfit isachieved be-
fore 75 yearsof agefor breast cancer, be-
fore 80 yearsfor colon cancer and before
65 for cervica cancer.

Source: J. Scott Rich and William C. Black, “ When

Should We Siop Screening?” Journal of Effective
Clinical Practice, March-April 2000.

Fat Explained

The number of Americans who
weigh morethan 20 percent of their rec-
ommended weight has grown from 20
percent of the population to 33 percent.
Physciansare concerned because of the
increasing incidence of weight-related
diseases such asdigbetesand high blood
pressure.

Onthebrighter Sde, economigssay
increasing averageweightisasgn of the
increasing weslth of our society — and
theincreasing cost of exercise. Consd-
er theimpact on caoric consumption of
these changesin economiclife:

= Thepriceof food hasdedlined tremen-
doudy inthe past few decades, making
it cheaper to consume caories.

» Physical activity has decreased as
work has become more productive and
Sedentary.

= Mogt people can afford to driverather
thanwalk.

= The vaue of time hasincreased, in-
creasing the price people must pay to ex-
ecise

Economics aso explains why

Americans weigh comparatively more
than Europeans. Average U.S. income

is higher than in any European country,
based on purchasing power parity. Food
and gas are cheaper in Americathanin
Europe. Andthequdity of televisonis
higherintheU.S. Thus Americanseat
more, drive more places and weatch more
TV. By contradt, Europeans are poorer,
eat less, walk to work and to shop, and
have fewer couch potatoes.

Source: “ The Economics of Obesity,” Economic
Intuition, Winter 2000. Based on Tomas J.
Philpson and Richard A. Posner, “ The Long-Run
Growth in Obesity as a Function of Technological
Change,” NBER Working Paper 7423, November
1999, National Bureau of Economic Research, 1050
Massachusetts Avenue, Cambridge, Mass. 02138,
(617) 868-3900.
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Government & Taxes

M obile Phones,
M obile Taxes

Thegrowth of mobiletelephonesis
phenomend. Therearean estimated 69
million wireless phones in the United
Satesand the number isgrowing 25 per-
cent to 35 percent per year. Theaverage
customer spends about $525 ayear on
cdlular service, Federd, sateand loca
government havefound cellular service
aready source of tax revenue, and the
Federa Communications Commission
isusing wirdessto fund new subsidies
for wirdline phone users.

= Cdliforniaand Floridaeach levy ag-
gregate taxes averaging 21 percent of
mobile phone hills; with federd taxes
added, taxestotal 25.5 percent or about
$185 per year.

= Cdlular service taxes in New York
State average 20 percent of consumers
bills, with federal taxesbringing that to
24.5 percent or about $170 per year.

= Eveninlower-tax states, the median
rateis 10 percent and the combined rate
14.5 percent, or about $91 per year.

However, taxes on the cdlular in-
dustry aregrosdy inefficient. Theeffect
isto raise consumers costs and impose
efficiency losses on the economy. For
example

= Theeconomic cost of taxesonwire-
lessphonesisan estimated $2.56 billion
morethanthe $4.79 hillionraised inrev-
enue

« Additional wireless taxes such as
those proposed to fund universal inter-
net access could pose an economic loss
of $0.72to $1.14 per additiond dollar of
revenue.

Source: Jerry Hausman, “ Efficiency Effects on the
U.S. Economy from Wireless Taxation,” NBER
Working Paper 7281, August 1999, National
Bureau of Economic Research, 1050 Massachusetts
Avenue, Cambridge, Mass. 02138, (617) 868-3900.

LOSSIN ECONOMIC EFFICIENCY

(Per Additional $1 of Tax)
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Source: National Bureau of Economic Research.
Waste From Income  Agencies Scored
Taxes The Government Performance and
ResUitsAdt sasksto give Congressand the

Income taxes are an important
source of government revenue, but they
have negative consequences. Previous
edimatesfound thet every dollar rasedin
tax revenue cogts the economy 2.5 cents
inreduced effidency. However, thosees-
timates did not congder the effect of tax
rateson tax avoidance— thet is, engag-
ing inlegal nontaxable behavior such as
accepting hedth benefitsingteed of Aary,
taking more leisure time and being less
productive. Astax ratesrise, S0 doestax
avoidance. The study estimatesthat:

= Theefficiency loss from current in-
cometaxesismorethan 30 percent of the
revenueraised.

= |If Socid Security taxes areincluded,
theefficiency lossis 50 percerntt.

= The economic loss is even greater
when tax rates are increased, with a 10
percent increaseinincome taxesraising
only $21 hillion in additiona revenue
whilecresting efficiency losses of $44 hil-
lion.

Theseinefficienciesare aggravated
by the progressive structure of the U.S.
tax code.

Source: “ The Deadweight Loss of Income Taxes,”

Economic Intuition, Soring 2000. Based on Martin
Feldstein, “ Tax Avoidance and the Deadweight Loss
of the Income Tax,” Review of Economics and
Statistics, November 1999,

American people accurate, timely infor-
meation sothey can assessagencies work.
A research team from George Mason Uni-
versty’'s Mercatus Center examined the
firg reports produced by the 24 agencies
covered by the Act and scored themon 12
criteria Among thefindings

= TheU.S Agency for Internationa De-
vel opment’s performance report wasthe
best & providing publicinformation, doc-
umenting the tangible public benefitsthe
agency produced and demondrating how
it used SHf-assessment to devise Srategies
for improvement.

= The next best reports were from the
Trangportation and Veterans Affairs de-
patments.

= The report of the Nationd Science
Foundation wasthe worst, and the Com
merce and Agriculture departments re-
portsweredmogt asbead.

Theagencies mog commonfailing
wasin nat tdling taxpayerswhet they are
paying for and what they aregetting. An-
other common falurewasin not demon-
grating whether their activities actudly
metter.

Source: Jerry Ellig, “ Performance Scorecard: Which
Federal Agencies Inform the Public?” May 3, 2000,
Mercatus Center, George Mason University, 3401 N.
Fairfax Drive, Arlington, Va. 22201, (703) 993-4930.
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Environment

EPA vs. Ruleof Law

Asagened rule, courts will strike
down a reguldion issued by a federd
agency only if the regulation is
unlawful, arbitrary and capricious, an
abuse of discretion or out of line with
procedurd reguirements.

Regulations issued by the
Environmental Protection Agency
(EPA) appear to be exceptions to the
rule. Over the past seven years, the
EPA haswon only one-third of its cases
before the U.S. Court of Appesdls for
the Didrict of Columbia Circuit, where
most challenges to its regulations are
heard. The court has struck down EPA
rules requiring the sde of dectric cars
in eastern dates, mandating minimum
ethanol content in reformulated
gasoline and requiring state regulators
to consult with federd wildlife agencies
before approving Clean Water Act
permits, among others. The EPA has
lost cases involving dlegations of both
excessive and insufficient regulation.
Anandysisof 69 cases before the court
revedled that:

= The EPA won only 23, or 33 percent
of those casesjudged on ther merits.

= In 54 percent of the cases, the D.C.
Circuit struck down dl or a substantia
portion of the chalenged rule.

= Intheremaining 13 percent of cases,
the court dismissed the challenge or
otherwise held the action to be
unreviewablein federa court.

The complexity of EPA's
policymaking responsibilities, the
combination of technica and scientific
issues it handles and the controversia
nature of its regulations make the
agency’s job particularly difficult.
However, the Occupationa Safety and
Health Administration (OSHA), has
not hed the same difficulties defending
its regulations in court. One possible
reason is that in 1980 the Supreme
Court set clear standards for OSHA
rules.

Source: Jonathan H. Adler, “ Environmental
Performance at the Bench: The EPA’s Record in
Federal Court,” Policy Sudy No. 269, May 2000,
Reason Public Policy Indtitute, 3415 S. Sepulveda

Boulevard, Suite 400, Los Angeles, Calif. 90034,
(310) 391-2245.

CHALLENGESTO EPA RULES
IN D.C. DISTRICT COURT

Source: Reason Public Palicy Institute.

Farmers Secret
Gains

The National Resources Inventory
(NRI) isaperiodic estimate of land use
intheUnited States. Whenthelatest re-
port was released in December 1999, it
gppeared to support the claim that some
areasof theU.S. arelosing farmland and
open paceto urban sprawl at andarm-
ingrate. But thereport hasseriousflaws
andisbeing revised.

In fact, according to the Census of
Agriculture published by the U.S. De-
partment of Agriculturein March 1999,
some of the gtates the NRI showed as
having logt subgtantid amountsof farm-
landin recent yearshave actudly gained
farmland.

Farmland can be gained when land
is returned to agricultural production
from conservation reserves or converted
from rangeland. But the NRI figures
show net losses where the Census of
Agriculture shows much smaler losses
or actua gains:

= TheNRI camed Texasled thenation
inland usad for development, with aloss
of 2.1 million acres of farmland from
1992 to 1997.

= The Census of Agriculture showed
that Texasgained 421,600 acres of farm-
land during the same period.

= TheNRI reported that Pennsylvania
was second only to Texas, losing
901,200 acres of farmland, but the Cen-
susreported only 21,600 acreslost — a
figure much more cong stent with Penn-
gylvaniasgain of only 30,000 new resi-
dentsduring the period.

= For Georgia, the NRI reported aloss
of 720,000 farm acres, but the Census
found Georgia added nearly 650,000
acres.

= And Virginias NRI-reported |oss of
300,000 acreswaswdll in excess of the
70,000-acre lossthe Census reported.

Source: Wendell Cox and Ronald D. Utt, “ Flawed
Federal Land Use Report Encourages Unnecessary
Soending,” Backgrounder No. 1368, May 8, 2000,
Heritage Foundation, 214 Massachusetts Avenue,
N.E., Washington, D.C. 20002, (202) 546-4400.

TWO REPORTSON FARMLAND GAIN
OR LOSSIN TEXAS 1992-97

AcresLogst
2.1 Million

Acres Gained

421,600

National ResourcesInventory  Censusof Agriculture

Source: Heritage Foundation.
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POL|CE ADDED UNDER COPS

Clinton’s
Claim

Source: Wall Street Journal.

How Many New
Police?

President Clinton claims his ad-
minigration added 100,000 police of -
ficersto the streets“ ahead of sched-
ule’ under the program known as
Community Oriented Policing Ser-
vices— aninitiative included in the
1994 Crime Act. Vice President
Gore credits COPS with helping to
make America“ safer thanit hasbeen
indecades” But acloseexamination
of the program reved sthat far fewer
officers have been hired under the
federal program than are being
clamed. Moreover, COPS grants
have been misused by some locali-
ties, spawning delays, misunder-
standings and scandals.

= TheJudtice Department admitsthet
only 49,000 new policeare out there.

= The number jumps to 60,000 if
those who have been redeployed are

Justice
Department
Count

counted — not new police, but rather
the government’s estimate of the of -
ficer time saved, in years, by COPS
grantsfor computers, updated equip-
ment and civilian employees.

= Moreover, Judtice boostsits count
by including about 2,000 police hired
under afedera program that preced-
ed COPS. In some large depart-
ments, rising attrition retes have sur-
passed theinflow of new COPShires
— resulting in a loss of 5,000 to
13,000 personndl.

Criminologists have found no
correlaion between COPS and crime
rates. Lawrence Sherman, a crimi-
nologigt at the University of Pennsyl-
vania, chargesthat the program puts
funds“wherevotesare, not wherethe
violenceis.”

Source: Joe Mathews, “ Despite Its Successes,

COPS Program Suffers Its Keystone Moments,”
Wall Street Journal, May 22, 2000.

Crime

Victims Right To
Prosecute

Crimevictimsand their familiesde-
pend onthewillingness of alocd digtrict
atorney to prosecuteacrimein order to
receivejustice. And unlessvictimsare
successful in a civil suit (such as for
wrongful degth), they receivelittieor no
compensation from the crimind. Inthe
United States, the perceived injudtice of
this Stuation hasled to victim compen-
sation lawsand even aproposa toadd a
“Victims Rights’ amendment to the
U.S. Condtitution.

But under English common law,
victims used to pursue their own reme-
dies. Infact, most crimesin premodern
societies were prosecuted privately by
thevictim or ardative seeking monetary

compensation.

Why did the remedy of private
prosecution fal into disuse? In English
legd higtory, it wasthe unwillingness of
courts to shield criminas from further
prosecution if they settled with their vic-
tims.
= In 13th-century England, the rate of
private prosecution fel by 50 percent be-
tween 1200 and the 1220s.

= Private prosecutions climbed back to
turn-of-the-century levelshy the 1240s.

= They then swiftly dropped by two-
thirds and remained a a low leve
through the end of the century.

Inthe late 12th and early 13th cen-
turies, public prosecutors hardly ever
pursued adefendant who settled. But at
varioustimesin the 13th century, judges
sent defendantsto trid even though the
victim and public prosecutor were sttis-
fied with the settlement. Thusjudgesre-
duced the participation of victimsin the
medievd judtice system and discouraged
private prosecutions.

Source: Daniel Klerman, “ Settlement and the
Decline of Private Prosecution in Thirteenth-
Century England,” USC Law School Olin Working
Paper No. 99-12, Law and History Review,

University of Illinois, Vol. 19, No. 1, 2001
(forthcoming).
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Disability RatesRise

School didrictsreceive more fund-
ing for students classified as disabled
than for other students. So to increase
genera funding, many school digtricts
haveinappropriately dassfied moresu-
dentsasdissbled. Minority sudents su-
dentsin digtricts that receive declining
levels of state aid, and studentsin dis-
trictswith ahigher proportion of minor-
ity students are more likely to be class-
fied asdisabled.

= Student disahility rates haveincreased
by more than 50 percent in U.S. school
didtricts over the past two decades.

= Since 1977, the proportion of sudents
clasdfied as disabled in grades K
through 12 hasrisen from 8 percent to 12
percent.

= Over the same period, the fraction of
school digtrict spending that isallocated
to specia education hasincreased from
4 percent to 17 percent.

Thecogt issubgtantiad: specia edu-
cation for 5.4 million students cost tax-
payers$32 billionin the 1993-94 school
year done. According to a study by
Julie Berry Cullen, a10 percent increase
in supplemental revenue for disabled
sudentsresultsina 1.4 percent increase
in the number of disabled students.
Among other findings.

= Increasing fisca incentives account
for morethan 35 percent of the six-year
increasein disability ratesin Texas.

« Following a switch from per-pupil
funding for specid education to atotal
digrict enrollment funding in Vermont,
the number of studentsreceiving specid
education fell by more than 17 percent.

Source: Julie Berry Cullen, “ The Impact of Fiscal
Incentives on Student Disability Rates,” NBER
Working Paper 7173, June 1999, National Bureau
Of Economic Research, 1050 Massachusetts
Avenue, Cambridge, Mass. 02138, (617) 868-3900.

PER PUPIL SPENDING AND SAT SCORES

(1970-95)
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Source: National Bureau of Economic Research.

School Spending

Despite controversy about the im-
pact of gpending on school quality, gov-
ernment policy and court actions contin-
ue to focus on dtering resources for
schools. However, an andysisof spoend-
ing differences both across and within
satesshowslittlelinkage between more
pending and better sudent performance.
From 1970 to 1995, average spending
per pupil hasrisen from $3,645 per pupil
096,434 per pupil, in 1996 dallars. Dur-
ing thet time:

= SAT scoreshave dropped from 950 to
900, according to the Department of Ed-
ucation.

» Reading test scores have sayed rla
tively constant on the National Assess-
ment of Educationd Progress (NAEP).

= NAEPwriting scores have declined.

= NAEP mah and science scores
dropped and then rose while spending
seadily increased.

Recent higher eighth-grade math
and reading scores gopear to be unrda-
ed to spending differences, dthough they
arerelated to parental education levels.
Also, theimprovement in parformanceis
conggtent for white, black and Higpanic
Students, suggesting that spending isnot
the explanation for the convergence of
overdl NAEP scoresamong racid and
ethnic groupsduring the 1980s.

Findly, many states have increased
gpending in minority schoolsby equdiz-
ing funding between poor and rich schoal
digricts. But the greater resources di-
rected at poor schools appears not to af-
fect sudents successin life: the wage
gap between white and minority gradu-
ates and dropouts in dtates that have
equalized school fundingislarger thanin
those that have not.

Source: Eric Hanushek and Julie Somers,
“ Schooling, Inequality, and the Impact of
Government,” NBER Working Paper 7450,
December 1999, National Bureau of Economic
Research, 1050 Massachusetts Avenue, Cambridge,
Mass. 02138, (617) 868-3900.

ANNUAL INCREASE INDISABILITY RATE AND
FUNDING PER DISABLED STUDENT

(Texas, 1991-97)

= Funding
Disability Rete

47% 92% 4.7%

did N

16.3%

8.0%

Low* Middle* . High*
School Didtricts

* Refersto the tax base classification of Texas school districts. Funding formula changes
increased the relative return to high wealth districts of classifying a student as disabled.

Source: National Bureau of Economic Research.
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Social Security

|s Social Security
Regressve?

Snceretirement benefitsare funded
0n a pay-asyou-go basis by the payroll
tax, Socid Security redigributesincome
fromworkerstoretirees. Over alifetime,
theformulaused to cal culate bendfitsre-
places agreater percentage of low-wage
than of high-wageworkers incomesinor-
der to redigtribute income from high- to
low-wageearners

Because of this goparent redistribu-
tion, Socid Security iscdled progressive
However, the gppearance of progressivity
depends on assumptions about the bene-
fidaries A study of theearningsprafiles
of 1,778 workerscondudesthat Soad Se-
curity actudly redigtributesincome from
poor torich. Among thefectorsoffsetting
the progressve benefit sructure:

= Higha-incomeindividudstendtolive
longer than average and therefore callect
more monthly benefit checksthan those
with thelowest incomes, who tend to die

younger than average.

= Lower-income workerswho dropped
out of high school pay taxes for more
yearsthan high-income workerswho at-
tended college and graduate school, but
snceonly thehighest 35 eamning yearsare
conddered, they receive no increasein
benefits for the grester number of years
worked.

After making theseand other adjust-
ments, researchers found the retirement
systemisneutrd rather than aredigtribu-
tor of income.

Fndly, dthough a2 percent disoount
rateisusudly used to messurethe present
vaueof futurebendfits, thisislessthanthe
35 percant erned by themost secure U.S,
government sscuritiesand much lessthan
average ock market returns. Using the
moreredidic 4 percent discount rate, the
researchersfound, makesthewhole Socid
Security sysemregressve
Source: Julia Lynn Coronado, Don Fullerton and
Thomas Glass, “ The Progressivity of Social
Security,” NBER Working Paper W7520, February
2000, National Bureau of Economic Research, 1050

Massachusetts Avenue, Cambridge, Mass. 02138,
(617) 868-3900.

EXAMPLESOF OCCUPATIONAL EARNINGS
CURVESFOR MEN BORN IN 1965

Real
Yearly Wages
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Accurate Wage and
Benefit Projections

The NCPA's Socid Security cacu-
lator provides projections of Socid Se-
curity benefits that are more accurate
than those of others, including the Socid
Security Adminigtration.

TheNCPA'scd culaor usesan eco-
nomic model devel oped for the Nation-
a Center for Policy Analysisby the Pri-
vate Enterprise Research Center (PERC)
at Texas A&M Universty. Using the
earnings profiles of 750,000 workers
from the most recent 15 years of the
Census Bureau's Current Population
Survey, themode projectsearnings un-
til retirement for men and women a var-
iousagesin 500 occupationd categories.

Asareault, the user receives more
redigtic estimates of wagesand benefits.

» Padt taxes paid are based onthe earn-
ings experience of other people whose
age, =X, occupation and current income
aresmilar tothe caculator’'suser.

= Futurered wage growth for each oc-
cupation, age group and sex are project-
ed to retirement.

= Benefit and earnings projections are
cd culated both with and without adjust-
ment for inflation.

32 36 40 4 48 52
Ages
Source: National Center for Policy Analysis.

5% 60 64 67

By contrast, Socia Security Ad-
ministration estimates use the same av-
erage wageindex to project earningsfor
all workers, regardless of occupation,
and do not account for increasing wages
dueto experience.

Source: Devon Herrick, NCPA Research Manager,
NCPA Poalicy Sudy, forthcoming.
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