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Because facts matter.

Five Effective Economic Recovery Tools
Federal Recovery Act’s major direct assistance programs prove their worth

Although too many Oregonians are not experiencing economic recovery, the available data show
that the recession would have been worse but for the American Recovery and Reinvestment Act
of 2009 (the Recovery Act, or ARRA). Signed into law by President Obama in February of last
year, the act has preserved and created jobs in Oregon while spurring economic activity in the
state.

Key in the Recovery Act’s positive economic impact have been five provisions that have put
money in the hands of individual Oregonians likely to spend it quickly, thereby pumping more
than $1.5 billion dollars into Oregon’s economy. These five major direct assistance provisions
are (1) the expansion of Supplemental Nutrition Assistance Program (SNAP, formerly known as
the food stamp program) benefits, (2) an increase in the amount of unemployment insurance
benefits, (3) an extension of unemployment insurance coverage periods, (4) a cash payment to
elderly and disabled Oregonians and (5) the Making Work Pay tax credit. Along with aid to
states, these provisions were the act’s primary tools for confronting the recession in 2009.

The Recovery Act has protected thousands of Oregon families from the worst of the recession’s
effects and has helped stabilize Oregon’s economy. While Oregon and the nation have yet to
achieve a solid recovery, that does not mean that the Recovery Act failed, as some have
suggested. The recession turned out to be longer and deeper than many anticipated, and few
promised that the Recovery Act was a silver bullet. But as the five provisions discussed in this
paper show, the Recovery Act has generated economic growth and saved and created jobs.

The Recovery Act has generated economic growth and created and preserved jobs

The Recovery Act has made significant strides toward achieving its two primary goals: to create
and save jobs and spur economic activity. In doing so, it has helped cushion the blow for Oregon
families hit by the recession.

The Recovery Act has generated economic growth. According to both federal government
analysts and independent economists, the act boosted the nation’s real gross domestic product
by 2 to 3 percentage points in the last three quarters of 2009.* There are no estimates of the
specific impact on Oregon’s economy.
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The Recovery Act has also preserved or created jobs. Nationally, the Council of Economic
Advisors (CEA) estimates the number of jobs created or saved at between 1 and 2 million
through the end of 2009.2 In Oregon, the Recovery Act saved or created about 28,000 jobs by
the fourth quarter of 2009, according to CEA estimates.3

Job losses in Oregon would have been almost twice
as high without the 28,000 jobs the Recovery Act is
estimated to have saved or created
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Source: OCPP analysis of Bureau of Labor Statistics data and Council of Economic
Advisors, The Economic Impact of the American Recovery and Reinvestment Act of
2009, January 2010. Figures are for April through November 2009.

Some jobs have been saved or created directly, with federal funds being used to hire workers or
maintain existing positions. For example, the act has channeled funds to into infrastructure
projects such as highway construction, thereby preserving or creating jobs in the public and
private sector. The act has also provided significant assistance to state and local governments,
helping them not only to maintain services but also to preserve and create public- and private-
sector jobs in areas such as education and human services.

The Recovery Act has also helped to preserve and create jobs indirectly, by giving tax cuts or

benefits such as food stamps to households, which helps sustain their ability to purchase goods
and services.
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Jobs figures are only estimates

Determining the Recovery Act’s effect on employment entails more than simply counting jobs.
Total job creation figures are estimates based on statistical models.

Some Recovery Act jobs can be counted. Recipients of grants, contracts and loans are required
to report the number of jobs created or retained as a result of federal funding. That information
appears on federal and state Recovery Act websites. In Oregon, recipients reported more than
18,400 jobs created or retained through December 2009.4

The jobs reports by funding recipients, however, account for only a portion of the total Recovery
Act jobs created or retained. The reports cannot account for jobs created indirectly, as workers
spend their wages in the community or as businesses supply goods and services to projects
receiving Recovery Act funds. In addition, recipient reports cover only about 35 percent of total
Recovery Act spending.5 The bulk of the Recovery Act money has flowed through tax benefits,
extra Medicaid support to states and direct assistance to households. In such programs, actual
job counting is difficult or impossible.

To better gauge the full impact of Recovery Act spending on employment, economists turn to
statistical models — an inherently uncertain endeavor. Modeling the effects of stimulus
spending requires making assumptions, albeit informed assumptions, about the magnitude and
timing of economic effects. That stimulus spending is ongoing adds uncertainty to the analysis,
as does the fact that the unprecedented scale of the recession and of Recovery Act spending
make past experience less reliable for evaluating the current situation.

Estimating impacts at the state level is even less precise because it involves allocating national
estimates among states. Few state-level estimates are available. The President’s Council of
Economic Advisors (CEA) used three different methods to allocate its estimate of total, national
employment across states, based on data available through the end of 2009, then averaged the
estimates to report state-level job impacts. For Oregon, the CEA estimated 28,000 jobs created
or retained for April through November 2009.¢ By comparison, several Oregon state agencies
projected in October 2009 that Recovery Act funding would produce about 30,000 jobs in
Oregon in state fiscal year 2009-10.7

While we cannot know exactly how many jobs have been created or retained nationally or in
Oregon as a result of the Recovery Act, informed and best estimates show that the number was
substantial. Comparing estimates by government and private economists serves as a check on
the reasonableness of any one estimate. On that basis, it is safe to say that as bad as
unemployment was in Oregon in 2009, it would have been worse but for the Recovery Act.

Five direct assistance provisions have brought more than $1.5 billion to Oregon

The Recovery Act included five major provisions that provided assistance directly to households.
Representing about a fifth of the total federal spending package, these five provisions have
pumped more than $1.5 billion in federal funds into Oregon’s economy through January 2010.
That is about as much as all of the venture capital invested in Oregon over the nine years from
2001 through 2009.8 These five provisions are expected to bring more than $2.4 billion to
Oregon by the end of 2011.9 They are:

e Expansion of food assistance benefits. The Recovery Act implemented a 13.6
percent increase in monthly Supplemental Nutrition Assistance Program (SNAP)
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benefits. For most eligible four-person families, the increase means an additional $80 in
benefits each month.>° Growing numbers of Oregonians have benefited each month from
the increase. In April 2009, when the increase went into effect, about 590,000
Oregonians relied upon SNAP benefits. By January 2010 the number had grown to more
than 680,000.

e Cash payments to elderly and disabled. The act provided a one-time, $250
Economic Recovery payment to recipients of Social Security, Supplemental Security
Income, Railroad Retirement and disabled veterans’ benefits. More than 675,000
Oregonians received this $250 payment.!2

e Extension of unemployment insurance benefits. Emergency Unemployment
Compensation (EUC) is a temporary program, initiated in 2008, that provides additional
weeks of unemployment insurance benefits. EUC was originally scheduled to end in
March 2009, but the Recovery Act extended it through the end of 2009.13 Congress has
since extended it through March 2010 and is considering a further extension.

e Increase in unemployment insurance benefits. The act increased the weekly
unemployment insurance benefit amount by $25.14 More than 385,000 Oregonians have
benefited from the unemployment insurance provisions in the Recovery Act (both the
extension and the increase in benefits).1

¢ A new tax credit for workers. The Recovery Act created a new tax credit, the Making
Work Pay credit. The credit is equal to 6.2 percent of workers’ earned income, up to a
maximum of $800 for couples filing jointly and $400 for single filers.?¢ The credit is in
place for 2009 and 2010, and most workers get it via a small increase in each paycheck,
as employers reduce withholdings. The credit is refundable, meaning that workers
receive the full amount even if it is more than they owe in taxes. About 1.3 million
Oregon taxpayers are estimated to benefit from the credit.?”

These five major direct assistance provisions have brought thousands of federal dollars into
every county of the state, protecting and creating jobs and bolstering economic growth.

Five major direct assistance provisions in the American Recovery and
Reinvestment Act have brought more than $1.5 billion to Oregon
through January 2010 ($ in millions)

- Expansion of food
assistance benefits

I]]II] Cash payments to elderly
and disabled

I:l Extension of unemployment
insurance benefits

I:l Increase in unemployment
insurance benefits

|:| Making Work Pay tax

Sources: U.S. Department of Agriculture and U.S. Department of Labor Financial and Activity reports for
January 29, 2010, available at www.recovery.gov; U.S. Social Security Administration data; and Center
on Budget and Policy Priorities estimates.
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Five major direct assistance provisions in the Recovery Act have protected and created jobs
and bolstered economic growth by bringing federal dollars to every county in Oregon ($ in millions)

. Economic . .
Expansion of Recovery Extension of Increase in Making
County f.°°d payment to unf-:-mployment ungmployment Work Pay Total
aSS|sta_nce elderly and |nsurar_1ce |nsura|:|ce tax credit
benefits disabled benefits benefits
Baker $ 055 $  1.14 $ 117 $ 041 $ 195 $ 5.23
Benton $ 1.89 $  3.11 $ 7.62 $ 226 $ 1117 | $ 26.05
Clackamas $  7.39 $ 512 $ 5717 $ 17.90 $ 5173 | $ 149.30
Clatsop $  1.24 $  1.99 $ 3.0 $ 125 $ 5.31 $ 12.98
Columbia $ 154 $  2.31 $ 896 $ 285 $ 618 | $ 21.83
Coos $ 298 $ 453 $  8.01 $ 253 $ 719 | $ 2524
Crook $  0.81 $  1.27 $ 487 $ 1.50 $ 232 | $ 1078
Curry $ 077 $  1.90 $ 2.36 $ 075 $ 244 | $ 822
Deschutes $ 492 $ 722 $ 36.09 $ 10.81 $ 21.02 $ 80.06
Douglas $§ 473 $ 7.30 $ 19.41 $ 582 $ 11.48 $ 48.74
Gilliam $ 0.04 $ 011 $ 0.13 $ 005 $ 033 | $ 066
Grant $ 0.19 $ 049 $ 0.83 $ 0.29 $ 087 $ 268
Harney $ 0.27 $ 044 $  1.29 $ 0.39 $ 083 | § 322
Hood River $  0.51 $ 0.86 $ 149 $ 0.66 $ 354 $ 7.06
Jackson $ 7.90 $ 11.12 $ 31.01 $ 942 $ 25.99 $ 8543
Jefferson $  1.02 $ 1.06 $ 3.15 $ 093 $ 234 | $ 850
Josephine $ 407 $ 587 $ 13.71 $ 3.85 $ 875 $ 36.24
Klamath $ 286 $ 3.78 $ 9.3 $ 288 $ 7.9 $ 26.75
Lake $ 0.28 $ 051 $ 0.63 $ 023 $ 0.95 $ 260
Lane $ 14.16 $ 17.04 $ 69.53 $ 19.15 $ 4710 | $ 166.98
Lincoln $ 195 $ 3.25 $ 525 $  1.62 $ 585 $  17.92
Linn $ 454 $ 6.06 $ 2275 $  6.97 $ 13.59 $ 53.91
Malheur $ 114 $ 1.5 $ 145 $ 056 $ 343 $ 8.10
Marion $ 11.64 $ 13.27 $ 41.26 $ 13.08 $ 39.84 $ 119.09
Morrow $ 0.32 $ 046 $ 057 $ 027 $ 146 $ 3.08
Multnomah $ 27.75 $ 25.85 $ 116.35 $ 35.16 $ 99.54 $ 304.65
Polk $ 1.74 $ 353 $ 834 $ 271 $ 1015 | $ 2647
Sherman $ 0.05 $ 012 $  0.12 $ 0.05 $ 026 | $§ 061
Tillamook $ 074 $ 1.67 $ 226 $ 0.83 $ 329 | $§ 879
Umatilla $ 248 $ 3.1 $ 4.98 $ 198 $ 10.02 $ 2257
Union $ 0.82 $ 135 $ 255 $ 095 $ 317 $ 884
Wallowa $ 0417 $ 051 $ 0.65 $ 027 $ 0.95 $ 256
Wasco $ 087 $  1.36 $  2.09 $ 071 $ 367 $ 870
Washington $§ 983 $ 15.45 $ 8377 $ 2530 $ 7499 $ 209.33
Wheeler $  0.04 $ 012 $ 0.08 $ 0.03 $ 017 $ 045
Yamhill $ 287 $  4.02 $ 1562 $ 4.88 $  12.21 $  39.60
Total $ 125.10 $ 168.81 $ 588.00 $ 179.30 $ 502.00 $1,563.21

Note: Estimates are based on funding received through January 2010; one-time Economic Recovery payment estimates do not include
payments made through the Department of Veterans Affairs and Railroad Retirement Board.

Sources: OCPP estimates based on weekly financial activity reports from the U.S. Department of Agriculture and U.S. Department of
Labor, www.recovery.gov; U.S. Social Security Administration data; Oregon Department of Human Services, Self-Sufficiency Programs,
Branch and District Data; Oregon Employment Department, unemployment insurance data and Local Area Employment Statistics; and

Center on Budget and Policy Priorities estimates based on Department of Treasury estimates of Making Work Pay outlays.
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Direct assistance provisions were designed to provide effective stimulus

The success of the five major direct assistance programs derives from two factors. First, they
have placed money mostly in the hands of those who will spend it quickly, thereby getting
dollars to circulate in the economy. And second, the funds were dispersed quickly and efficiently
because they used existing delivery mechanisms.

The effectiveness of government stimulus funding hinges on getting the dollars circulating in the
economy, and that means putting money in the hands of people who will spend it, not save it. A
family receiving unemployment insurance benefits or food assistance through SNAP, for
example, will spend the money at their local grocery store, gas station or other businesses. That
enables those businesses to retain their existing employees or hire more workers. Those workers
in turn are able to maintain their spending in the community. Thus, the assistance program
creates a snowball effect in the economy.

Food stamp and unemployment insurance benefits are particularly effective in this regard. They
target low-income families and unemployed workers, who are likely to spend the benefits
immediately to meet basic needs. Such programs offer a good “bang for the buck.” By one
estimate, every dollar spent on increased unemployment insurance benefits produces $1.61 in
total, national economic activity and every dollar spent on increased food stamp benefits
produces $1.74 in total economic activity.:8

The other two direct assistance provisions were somewhat less well targeted at those most likely
to spend it immediately. The Economic Recovery payment reached anyone who received a Social
Security payment, regardless of wealth or total income. Yet it also reached many Supplemental
Security Income recipients and disabled veterans, who tend to have lower incomes.

Although the new Making Work Pay tax credit also reaches many higher-income workers,
limiting its effectiveness, it incorporates features that encourage spending. First, the credit is
delivered though reductions in tax withholdings, so workers take home a bit more in each
paycheck. That makes it more likely that taxpayers will spend the money. Had the credit been
paid as a lump sum, taxpayers would have been more likely to save the money or use it to pay
down debt, neither of which stimulates the economy. Second, the credit is refundable, so low-
income taxpayers receive the full value, while it phases out for the highest-income taxpayers,
who would be more likely to save the money.

In addition to ensuring that most of the money gets spent, these five major direct assistance
programs have injected the money into the economy quickly and efficiently by using existing
mechanisms for distribution of the funds. The provisions for additional food stamp and
unemployment insurance benefits and for a one-time Economic Recovery payment have used
established programs to deliver assistance. The Making Work Pay credit reaches most
individuals in their paychecks, through a reduction in withholdings.

Four of the provisions began to put money in the hands of individual Oregonians within a few

weeks of the signing of the Recovery Act in February 2009. The fifth, the one-time Economic
Recovery payments, mostly went out in May 2009.
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Conclusion

The Recovery Act has succeeded in preserving or creating jobs in Oregon and in spurring
economic activity. The five major direct assistance provisions discussed here have played an
important role in that success. While economic recovery is still eluding too many Oregonians,
the act has helped Oregon’s economy.
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