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Letter from the Editor
To Our Readers,

I am delighted to share with you this new edition of ECONPress. Thanks to last year’s leadership, ECON-
Press as a club was brought back to life and published its first journal in years. Since then, the club has continued to
grow more than we could have hoped for. Over the past year, we have seen an incredible number of new faces that
each bring new life into our club and new voices into our journal.

As a new recruit from last year myself, I learned a lot of lessons about leadership, collaboration, and the pub-
lication process — not to mention, of course, many specialized economic topics across all our distinct submissions. In
this edition, the research topics include: a fortified appeal for the implementation of parenting licenses in the United
States, a detailed comparison of the political economies of Bangladesh and Pakistan, an analysis of the different lev-
els of property theft in France and Denmark, and an assessment of how public housing’s marginal tax historically
disincentives work in the United States.

The many submissions reviewed together as a club, as well as the many new members in the club, fills me
with excitement for the future of ECONPress. We are already planning many exciting things for the year to come;
that said, new things are already underway. This year, Michael Enriquez led the way to our first ever ECONPress
podcast! Titled “GDP: Genuine Discussions with Professionals,” Michael Enriquez and Snigdha Simhadri inter-
viewed Dr. Gustavo Vicentini in our inaugural episode to talk about all things post-grad with an economics degree.
Listen to it on Spotify and stay tuned for more episodes to come!

Another novelty [ am particularly excited for is our plan to transition our publication frequency from an
annual basis to a biannual basis. Thanks to our rapidly expanding size as a club, and to Yvonne Lin and Lilly Hover
for their fantastic work in outreach and content creation, we have received more submissions than expected and are
already working on our Fall 2024 edition.

I am incredibly thankful to every member of the ECONPress team, and to one of our newest members,
Alexia Ilie, for dedicating so much of her time to put this journal together. I would also like to thank our supervisor,
Dr. Madhavi Venkatesan, for always ensuring things run smoothly, and to our wonderful co-presidents Madeleine
King and Vanessa Baquerizo for invigorating us all with their passion for this club.

Lastly, thank you to all the authors in this edition, and to all our readers.

Sincerely,
TS 210

Tamara Schexnider

Editor in Chief
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A Call for the Implementation of Parenting
Licenses in the United States:
A Discussion of the Economic and Social
Benefits of Licensing Parents

Ashley Lee
Northeastern University

I. Abstract

Considering the widespread evidence in the psycho-
logical and economic literature regarding the detrimental
impacts of child abuse and neglect by parents on the
child and on society at large, parenting licenses should
be required by government and hospitals before pro-
spective parents are granted the right to raise a child,
to ensure a baseline understanding of proper parenting
and to weed out any “red flag” parents. Not only do the
harmful effects of bad parenting dramatically impact the
child’s social, emotional, and future financial well-being,
but the economic burden incurred by society associated
with child abuse and neglect is onerous as well. Instill-
ing a system of required parenting licenses will not only
qualitatively improve society (via having healthier, better
educated, more morally responsible citizens), but have
quantitative economic benefits as well—by investing in
these preventative measures, society will, in effect, offset
many of the costs the country is currently incurring via
child abuse and in our criminal justice system.

I1. Introduction

Hugh Lafollette’s Licensing Parents

I must start off by recognizing philosopher Hugh
Lafollette’s 1980 essay, Licensing Parents. This is among
the most influential writings in the current, albeit small,
parenting license literature, and almost exactly encapsu-
lates my own thoughts on the need for parenting licenses
as well. I will summarize some of his most critical ideas
here and offer my endorsement and further elaborations
on them.

Lafollette points out that the idea of licensing certain
activities is certainly not a novel one in our society. It
is widely understood and accepted that activities like
driving, performing surgery, and selling liquor should
be licensed. Many would agree that living in a society
in which anyone could participate in these activities
without any qualifications or regulations would not be
pleasant, considering the inevitably disastrous outcomes.
The common thread across all of these activities is that
they all have the capacity to inflict harm on others.
Even though licensing will necessarily infringe on some
people’s freedoms and happiness if they are denied the
ability to pursue an activity they deeply desire to (e.g. a
recently-turned 16 year old who desperately wants their
driver’s license but fails their test), it is generally under-
stood that this infringement is acceptable given that the
act has the potential of harming other people (e.g. if said
amateur driver goes out into the road and recklessly gets
into an accident).

Lafollette proposes three criteria for licensing an ac-
tion. He argues that if an activity (1) is
“potentially harmful to others,” (2) “requires certain
demonstrated competence for its safe performance,” and
(3) has a “reliable procedure” to assess competence, then
the action ought to be regulated. He lists actions like
driving, performing surgeries, and offering legal advice as
examples of ones that fit all three criteria, and analo-
gously argues that parenting should be licensed as well. I
will now address each of these criteria in turn, providing
evidence in support of the idea that parenting fits into
each and therefore falls within the realm of actions that
ought to be licensed.



I11. Lafolette’s Three Criteria

Parenting as an Activity Potentially Harmful to
Others

It is undeniable that the quality of parenting that
children are raised with can drastically affect their future
outcomes, considering the myriad ideologies and ex-
periences in realms like physical health, mental health,
educational opportunities, extracurricular opportunities,
and otherwise crucial life lessons that parents ingrain
into their children over the course of raising them. It
is well-proven by research that children who were not
parented properly “are more at risk for their own rela-
tionship troubles, depression, anxiety, and aggression,
among other negative outcomes” (Lindberg, 2020, para.
26). These are factors that can have a drastic effect on a
child throughout their entire life and that may permeate
many aspects of their well-being, including self-esteem
and external relationships.

Childhood especially is an exceptionally formative
time in one’s life, and traumatic experiences that oc-
cur during this time can have a detrimental effect on a
child’s life trajectory. Experiences incurred between birth
and age 8 are especially important, as these are criti-
cal years in developing the brain’s architecture, which
provides the foundation for “all future learning, behavior
and health” (“Why Early,” para. 2). It is undeniable how
important good parenting is for children to have the
support system to properly develop and build confidence
during this period of time.

Additionally, bad parenting affects not only the child
themselves, but also those in the child’s personal lives
and society at large. It has been shown that victims of
child abuse are more likely to perpetuate the cycle of
child abuse towards their peers or partners later in life
(“Pathways Between,” para. 7) and engage in neglect-
ful or abusive parenting towards their own children
(Green et. al, 2020, para. 1). Victims of child abuse
and neglect have also been shown to be more likely to
engage in criminal behavior when they grow up. In a
study conducted by Janet Currie and Erdal Tekin, it was
found that childhood victims of maltreatment are twice
as likely to engage in crime, even in studies involving
twins—one of whom was maltreated and one of whom
was not (“Does Child,” para. 1). This is likely because
maltreated children tend to get involved in crime earlier
in their lives, as “abused or neglected children are more
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likely to be arrested as both juveniles and as adults”

(“Does Child,” para. 6).

While there have been varied estimates across differ-
ent studies regarding the cost of child abuse and neglect,
all proposed estimated costs are staggering. An article by
the National Bureau of Economic Research places the
estimate of this cost in a wide range (somewhere be-
tween $6.7 billion and $62.5 billion a year), depending
primarily on whether the social costs attributed to crime
include estimates of willingness to pay to avoid crime
(“Does Child,” para. 7). Another report conducted in
2012 by Richard Gelles, PhD and Staci Perlman, PhD
places this estimate at roughly $80 billion, which in-
cludes the cost of investigations into reports, foster care,
medical and mental health treatment, special educa-
tion, juvenile and adult crime, chronic health problems,
among others (“Prevent Child,” 2021, para. 2). By elimi-
nating some “red flag” parents from the parenting pool,
the amount of child abuse and neglect is almost certain
to decrease, thereby decreasing such costs to society.

It is also worth mentioning John Donohue IIT and
Steven Levitt’s research linking the declining crime rates
of the 1990s with the legalization of abortion. For con-
text, there were 5 states that legalized abortion in 1970,
and then abortion became legalized nationwide in 1973
with Roe v. Wade. Donohue and Levitt found that crime
across the states began to fall 18 years after abortion le-
galization (in other words, by the time it takes a child to
mature from birth to adulthood). The 5 states that legal-
ized abortion in 1970 experienced crime rate reductions
before the rest of the country, suggesting that the crime
rates could be correlated with abortion legalization as
opposed to another overarching trend towards reduced
crime rates during this time period.

It has been found that teenagers, unmarried women,
and the economically disadvantaged are much more
likely to seek abortions, and that children born to these
mothers tend to be at a higher risk of committing crime
in adolescence (Donohue and Levitt, 2000, p. 381).

It follows that when these demographics of pregnant
women were able to seek abortions legally, those children
who would be more likely to commit crime in the future
were simply never born. The proposed underlying reason
behind this correlation between legalized abortions and
the declining crime rates is an increased likelihood of
bad parenting by mothers who do not have the means,
whether financially or emotionally, to properly raise a

child.

It is extremely important that a prospective
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parent both be willing and able to properly provide for a
child. As Donohue and Levitt’s research shows, allowing
parents an opportunity to demonstrate parenting will-
ingness (the legalization of abortion) is correlated with,
and perhaps results in, reduced crime rates—an obvious
benefit to society. I am similarly arguing that having a
mechanism by which parents demonstrate their parent-
ing ability (via parenting license tests) will have positive
effects both for the child and society at large.

It is clear that parenting can have great potential for
harm when not taken seriously, both for the child and
society at large. Improperly raised and maltreated chil-
dren are left traumatized and insecure in their relation-
ships with themselves and others and have a higher
likelihood of engaging in criminal activity, resulting in
drastic consequences for society as a whole.

Good Parenting Requires Demonstrated Com-
petence

Good parenting also requires demonstrated compe-
tence. While there might not be a one-size-fits-all ap-
proach to parenting that will guarantee good outcomes
in children one hundred percent of the time, there exist
certain traits that all good parents are recommended to
have. Decades of research have pointed towards several
recognizable parenting skills that produce good out-
comes in children, which are defined for the following
study as having “happiness, health, success, and good
relationships with parents” (“Parenting,” para. 1). Dr.
Robert Epstein consolidates these parenting skills into
10 main categories (listed here in order from what the
research team found to be the strongest to weakest
predictors of a strong parent-child bond and children’s
well-being): Expressing Love and Affection, Stress Man-
agement, Relationship Skills, Autonomy and Indepen-
dence, Education and Learning, Life Skills, Behavior
Management, Health, Religion, and Safety (“Parenting,”
paras. 11-20). Examples of such skills include “treats
child with respect, builds self-esteem” (Epstein and Fox,
2010, para. 3) under Autonomy and Independence, and
“uses reward systems extensively, uses minimal but effec-
tive discipline” (Epstein and Fox, 2010, para. 3) under
Behavior Management.

In a study conducted by Epstein and Shannon Fox,
2,059 subjects in 23 countries took a test that classi-
fied where they fell along these 10 test scales, and it
was found that the test scores from the study served to
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be “good predictors of self-reported parenting ability,
quality of relationship with children, and happiness of
children, and were moderately good predictors of the
health and success of children” (Epstein and Fox, 2010,
para. 1). It was also found that parents who had previ-
ously partaken in parenting training scored substantially
higher than those who had not (Epstein and Fox, 2010,
para. 1). The findings of this study are incredibly valu-
able and support the notions that (1) there exist certain
discernible competencies that good parents should have
which result in positive outcomes for children, and (2)
parenting training works and results in greater positive
outcomes compared with those who have not received
parenting training, both of which are important premis-
es in the argument for implementing parenting licenses.

Navigating Cultural Parenting Differences

It is important to consider the significant role that
racial and cultural differences can play in trying to find
an objective measure of parenting ability. The recent film
Mrs. Chatterjee v. Norway (released March 2023) illus-
trates the injustice and marginalization of minority races
that can arise when one style of parenting (oftentimes
Western) is unequivocally accepted as the gold standard.
The film follows the story of an intense custody battle
after Norwegian child welfare officials take Mrs. Chat-
terjee’s children away because they deemed the family
“incompetent” of parenting their kids due primarily to
cultural differences (e.g. feeding children with hands,
cosleeping) that struck the officials as concerning,. It is
worth noting that, as a film, Mrs. Chatterjee v. Norway
likely presents a dramatized version of the events that
unfold under

Norway’s child welfare system, and that the Norwe-
gian Embassy has released a statement in response to this
film stating that in reality, “children will never be taken
away from their families based on cultural differences
described” (“Mrs. Chatterjee,” para. 3). Nevertheless, the
issue underscored by this film, that there are significant
injustices that can 8 result when those creating and
implementing child welfare laws are not sensitive to cul-
tural differences, is important and relevant to the consid-
eration of parenting licenses. To mitigate this problem in
the implementation of parenting licenses, a high empha-
sis must be placed on cultural sensitivity and retaining
an open mind in regards to other cultures’ styles of par-
enting. It will be an absolute necessity to ensure that the
team of government officials serving to enforce parenting
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licenses and the researchers consulted in the content’s
creation are diverse: culturally, politically, socioeco-
nomically, altogether across as many factors as possible.
Whenever a home check is needed, an official of the
same or similar background as the family should be sent
to conduct the check, in order to remain most cognizant
and understanding of different parenting norms. Ad-
ditionally, when creating the content for the parenting
license test, this content must be derived from research
in collaboration with parenting scholars across the world
to best account for cultural parenting differences within
the parenting license framework itself as well. Another
important issue with child welfare regulations is regard-
ing the question of when to separate a child from their
parents. The trauma of being separated from one’s par-
ents is immense for both the child and the parents, and
the threshold must be incredibly high (e.g. at or near-
ing abuse or neglect) for a case to warrant a child being
removed from their parents’ care. Implementing parent-
ing licenses would ideally eliminate many of these cases
entirely via flagging high-risk prospective parents based
on their parenting license test and psychological
assessments, then either working with the parent so as to
prevent any abuse or neglect from occurring, or pro-
hibiting them from having children at all. In this way,
parenting licenses serve as a preventative measure that
would alleviate instances of trauma that may pervade in
other 9 measures by which governments aim to protect
children (e.g. taking children away from their parents if
the parents are deemed unfit).

Navigating Socioeconomic ]nequalz'tz'es

It is important also to acknowledge the possible
difficulties that may disproportionately affect those of
a lower socioeconomic status as a result of implement-
ing a parenting license framework. Everything that this
framework calls for (study materials, registering for and
taking the test, getting the actual license) will be com-
pletely accessible and free to all. Monetarily, all measures
possible will be taken to ensure that those of higher
economic statuses are not at any advantage or have any
greater likelihood of attaining a parenting license.
However, there is another factor that will be more dif-
ficult to account for in regards to upholding equality
across social classes: time. It is the unfortunate real-
ity that lower-income individuals will likely have less
free time on their hands to take on the extra burden of
needing to study for a parenting license test. Whether
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it be the need to work more hours, work more jobs,

or otherwise take on more responsibilities that higher-
income individuals may not need to worry about, the
amount of time left in the day for themselves, let alone
to be studying for a test, is significantly less. Despite this
possible discrepancy, however, imposing a slight barrier
to having children still gets at a relevant and important
notion: prospective parents who cannot find the time in
their day to study for the parenting test likely would also
not have the time in their day to properly take care of

a child. Although it is incredibly unfortunate that lack
of free time tends to fall along socioeconomic lines, and
there definitely need to be structural changes made so
that this gap is lessened and ultimately eliminated, it is
still important to acknowledge what these present impli-
cations have for the diminished quality of life of many
children who are born 10 to extremely busy parents. In
this sense, simply having the time in one’s current life

to study for the parenting license test can be viewed not
as an unjust barrier, but rather as a tell in and of itself
for whether a parent has enough spare time to dedicate
towards caring for a child.

A Reliable Procedure to Assess Good Parenting

As discussed in the previous section, decades of
research have uncovered certain parenting skills that
have been found to predict better outcomes in children,
which will be incredibly helpful in creating the content
that the parenting license will test for. Data has also
confirmed that parents who have taken parenting classes
yield “better outcomes with their children than parents
who lack such training” and that “more training leads
to better outcomes” (Epstein, 2010, para. 24), which
presents promising evidence that a system of parenting
classes and licensing will be effective in improving par-
enting as well.

There is another incredibly profound point Hugh La-
follette makes that is relevant here: there already exists a
test of parenting competency in our society, one required
of adoptive parents. Though each adoption agency var-
ies slightly in the rigor and breadth of their screening
procedure, most adoptive parents must go through a
process similar to the following: submit documentation
including background information about the family
(e.g. family history, why the desire to adopt, comfort
with retaining contact with birth parents, budget, health
evaluations by licensed professionals) and a call with the
agency, undergo a home study by a state-licensed
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social worker (including interviews with each family
member, checks for household safety, checks for physi-
ological and psychological well-being; “How Are,” 2023;
“How Adoptive,” 2022, para. 12). Cleatly, it is often an
in-depth, extensive process before a set of adoptive par-
ents are deemed fit to parent an adopted child, and why
should biological parents be held to a different standard
in their parenting than adoptive parents?

Research into outcomes of adoptive children, how-
ever, have yielded some seemingly paradoxical results.
There is evidence that adoptive parents tend to be “better
educated and put more effort into raising their kids”
than biological parents and “typically provide the chil-
dren in their care with residence in a safe, supportive
neighborhood, attendance at a well-functioning, high-
achieving school, and love, emotional support, and intel-
lectual stimulation at home” (Khazan, 2015, para. 1; Zill
and Wilcox, para. 1). However, adopted children are still
found to have more behavior and academic problems
than birth children throughout elementary, middle, and
high school (Zill and Wilcox, para. 2), even when regres-
sion analysis was used to adjust for disparities across fac-
tors such as parent education, family income, and race
(Zill and Wilcox, para. 3). Considering that adopted
children should, in theory, be at an advantage compared
to other children (in regards to behavior and educational
outcomes) if looking solely at the better parenting they
are receiving, the discrepancy in their outcomes is likely
attributable to their early life traumatic experiences
prior to coming into the care of their adoptive parents.
Clearly, separation from birth parents results in pervasive
negative consequences that are difficult to overcome even
when given caring and fit parents.

A concerning trend has also begun surfacing in the
past 20 years of adoptive parents “rehoming” their chil-
dren. This refers to when parents find underground ways
(such as online marketplaces) to give their adopted child
away, often because they claim the child’s behavior has
become “too difficult to handle” (“What is Rehoming,”
2015, para. 2). What this reveals is that even the current
level of screening that adoptive parents go through is still
not enough to fully prepare a parent for what it means to
raise a child. Even after the home checks and interviews,
some adoptive parents still find themselves unprepared
and overwhelmed when the child ends up in their cus-
tody, leading to atrocities like illegal rehoming.

From the aforementioned data, it should be conclud-
ed not that the screening process for adoptive parents is
ineffective, but rather that a significant problem arises
whenever children need to be separated from their birth
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parents at all, and that parents (birth and adoptive alike)
need to be given more preparation before raising a child.
In the parental regulating framework I am proposing,
which combines both the legalization and expanded ac-
cess to abortion with implementing a system of parent-
ing licenses (involving background checks similar to
that of adoptive parents as well as a licensing test), the
framework effectively creates preventative measures to
ensure that (1) all parents who do not want a child (and
will likely be unable to take care of them properly) will
not be forced to give birth and (2) all parents who do
birth a child will have the knowledge and capabilities
necessary to properly raise that child. This will eliminate
many traumatic cases of already-born children being
removed from their parents, whether this occurs because
the parent gives them up via adoption, or the child is
taken away after their parents are deemed unfit via a
child welfare program such as Norway’s.

IV. The Parenting License Framework

I have discussed in passing and insinuated within the
previous sections some components
that I think would be beneficial to include in a parent-
ing license framework. Here, I will more explicitly lay out
a comprehensive picture of what exactly my proposal is
calling for.

Parent and Home Screening

This will be extremely similar to the screening pro-
cedures that adoptive parents undergo before they are
deemed fit to raise a child. This would include documen-
tation submitted with background information about the
family, including information such as the parents’ mar-
riage 13 status, anyone else who would be living in the
house with the child, annual income, the parents’ physi-
cal and mental health histories. They will also undergo
a quick home study by a state-licensed social worker to
ensure that the child will have a suitable place to live and
that there are no outstanding factors of concern in the liv-
ing environment.

Supplemmmry Resources

If the prospective parents pass the screening, they will
then receive access to resources (perhaps in the form of a
mailed brochure or simply an e-mailed list) customized
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to them based on the demographic information in the
submitted documentation that they may find helpful. For
instance, low-income parents may be informed of support
groups in the area of fellow low-income parents which
they could choose to attend to build camaraderie and
where they can share any common struggles or resources
they find helpful, or they may be informed of relevant
subsidies or grants for families in a certain income brack-
et. They will also receive the resources necessary to study

and review for the parenting license test.

The Parenting License Test

This is the crux of the proposal. This calls for a test to
be developed, similar to the driver’s license test or the tests
that a prospective surgeon needs to pass before being able
to practice a certain action (driving, performing surgery),
that will test parenting ability and ensure that all
parents have some baseline parenting ability before being
able to welcome a child into the world. The parenting
license test is not intended to present a significant bar-
rier to entry for people who want children, but rather an
intervention imposed to weed out the “red flag” parents
who, if not able to pass a relatively straightforward test of
parenting capability, shall be deemed unfit to parent chil-
dren of their own (unless they work on and improve these
abilities). People are welcome to retake the test as many
times as they need to in order to pass, and there will be
resources readily available to help with studying for this
test. All of the information to be tested on will be made
publicly available and accessible.

I envision that the written test will include a mix-
ture of questions about hypothetical scenarios, questions
about recent research in the literature, and questions test-
ing emotional intelligence. An example of a question may
look as follows: A recent study found that teens who spent
more than three hours a day on ____ faced 2x the risk of
experiencing poor mental health outcomes. A. video games
B. homework C. social media D. texting (“Social Media,”
2023, para. 6).

There will also be a more hands-on component, meant
to simulate parenting situations in which parents may
be prone to losing their temper (e.g. toddler temper tan-
trums, whining for a new toy, newborns crying). There is
an opportunity for virtual reality devices to be used here,
where prospective parents put on a headset that simulates
various parenting situations. Oftentimes, parents know
what the best theoretical course of action to take should
be in stressful situations, but annoyance and impatience
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lead to a “heat of the moment” action taken instead of
yelling, hitting, or otherwise maltreating a child. These
simulations will be informative both for the test admin-
istrators to see any “red flag” parents who may be overly
short-tempered and prone to abusive behavior and for the
parents themselves to mentally prepare for some scenar-
ios they may realistically encounter with their newborn,
rather than entirely initially romanticizing the experience
of raising a child to be then met with a disappointing
reality later on. There will be no fee to take this test, and
there will be both remote and in-person options, as well as
weekend availability to be as accommodating as possible
to the different testing preferences people may have or the
hardships people may have in getting to test sites. If there
are two parents for a child, both parents must pass the
test. Otherwise, it is sufficient for a single parent to pass
the test to parent a child on their own.

Once prospective parents pass the parenting license

test, they will receive a physical license and their “li-
censed” status will also automatically be added to their
official records (e.g. government, hospital), which will
be checked when parents come into the hospital to birth
their newborn or otherwise register their newborn.
If it is the case that someone who does not have the li-
cense comes into a hospital to give birth, they will not
be prohibited from getting treatment, but they will be
informed that they need to get the license within a certain
amount of time, otherwise fines will be imposed (to be
continuously increased if the license is still not attained
within increasing periods of time). Anomaly cases of non-
compliance (e.g. parents refusing to get the license) will
be closely monitored by social workers on a case-by-case
basis to ensure that children of non-compliant parents are
not being maltreated.

V. Next Steps

Amidst this discussion of what good parenting entails
and how to enforce it, it is paramount to consider careful-
ly what the value of children in society is, in order to fur-
ther ground the relevance and importance of investing in
parenting. It is important to note the distinction between
the value of a child to their parents and loved ones in an
emotional sense, and the value of a child to society in an
economical sense. Though the value of a child to a parent
is often deeply emotional and meaningful for a myriad
of reasons beyond the child’s capacity to make money for
a family, the value of a child to society is primarily their
ability to eventually contribute to the economy as a
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productive economic agent.

There are clear reasons to invest in parenting from
the emotional sense; every well-intentioned parent wants
their child to grow up under the best circumstances pos-
sible, which necessitates starting with good parenting.
From an economic lens, there are even more reasons to
prioritize good parenting on a societal level. As a future
economic agent that can contribute productively to the
economy and to one’s family, a child has tremendous po-
tential worth investing in. Children make up the next
generation, and the way that they are parented has dras-
tic effects on the type of people they become and, ulti-
mately, the productivity of the incoming workforce. Chil-
dren also produce a wide range of externalities for society
depending in large part on the parenting they received
(e.g. crime, economic stimulation, innovations, kindness
spread to others), which also point to the importance of
investing in good parenting to maximize the positive ex-
ternalities possible that come with raising children.

VI. Author’s Note

This essay is written at a time during which reproduc-
tive rights in the United States are at risk. With the recent
overturn of Roe v. Wade, I want to note that this essay is
not to be read as another infringement into the autonomy
of women to bear or not bear children. Rather, the dis-
tinction for this proposal lies where abortion legalization
is about protecting the right of women to be able to con-
trol whether or not to have a child, while parenting licens-
es are about protecting children by ensuring that they all
grow up with parents who know how to properly care for
them. I believe that abortion legalization and parenting li-
censes must coexist in an ideal society so that prospective
parents both want their child and know how to raise them
properly. Though I acknowledge the controversy this sug-
gestion may provoke especially in a post-Roe America, I
stand firmly by my belief that preventative measures must
be taken to ensure that all children grow up in a loving,
caring family.
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I. Introduction

During the time of the British Raj, nearly all of the
Indian subcontinent was united under imperial rule.
After the Partition of India, Pakistan and what is now
Bangladesh were one country. Modern day Pakistan was
West Pakistan, and Bangladesh was called East Pakistan.
In 1971, the Bangladeshi people declared independence
and established the country of Bangladesh after a brutal
war. Throughout the 1980s and 1990s, both Bangladesh
and Pakistan were politically and economically unstable.
Pakistan was embroiled in conflicts between the elected
government and the military, while facing the economic
fallout from the loss of “East Pakistan” . Bangladesh was
a new country trying to create stable institutions in the
aftermath of a bloody war and the murder of most of
its intelligentsia (US Department of State, n.d.). In the
mid to late 1990s, both countries received considerable
loans from the International Monetary Fund (IMF) to
boost their fledgling economies (History of Lending
Commitments, 2023). These loans came with conditions
of financial liberalization, mainly: loosening trade
restrictions, privatization of state-owned enterprises, and
deregulation (Bhattacharya, 1996).

Pakistan and Bangladesh are comparable countries for
a few reasons. From a historical perspective, both nations
were part of the British Raj, so they have a shared
experience of colonialism. Both countries were also
separated from a larger country—Pakistan from India,
and Bangladesh from Pakistan. They are both Muslim
majority nations with commensurate populations;
Bangladesh has a population of roughly 169 million
people, and Pakistan has roughly 231 million people
(World Development Indicators: Bangladesh, Pakistan).

The political system in both nations was heavily
influenced by the British parliamentary system, and
they are both labeled as hybrid regimes with a mix of
democratic and authoritarian elements (The Economist,
2022). Lastly, both nations have mixed economies
wherein the government still exercises control over the
production and distribution of certain goods.

At the start of the 21st century, the Bangladeshi
economy and the Pakistani economy looked rather
similar (see Figure 1). A shift in conditions in the early
2000s altered the economic trajectories of both nations,
and by the start of the 2010s very clear differences were
beginning to emerge. In 2023, the differences between
the Bangladeshi economy and the Pakistani economy
are more pronounced than ever, with the former on
track to become a middle income country, and the latter
on the cusp of a catastrophic sovereign debt default
(Bloomberg, 2023). Since 2000, Pakistan has faced
financial crises and required IMF bailouts at a much
more frequent rate than Bangladesh or other South
Asian economies. This paper investigates the political
and economic causes that may have led to Pakistan and
Bangladesh’s differing economic outcomes, despite the
many similarities between the two nations.

II. Literature Review

IMF Reviews

As part of the IMF’s founding Articles of Agreement, the
Fund holds annual bilateral meetings with member



-15-
nations. The IMF Staff Report for the 2001 Article IV

Consultation for Bangladesh details many key macroeco-
nomic indicators, such as the exchange rate, interest rate,
and fiscal deficit. The IMF states that the Bangladeshi
economy showed steady improvement over the 1990s on
many relevant economic and social benchmarks. They
specifically note impressive reductions in poverty and
consistent GDP growth (International Monetary Fund,
2002: 113). Despite these positive shifts, the economy
weakened in the late 1990s as external debt rose and
foreign reserves declined—the report predicted that by
the end of 2002, Bangladesh would only have enough
reserves left to pay for a month of imports. The Staff Re-
port also indicated that 34% of Bangladeshis remained
in poverty despite attempts to reduce the poverty rate
throughout the 1990s. Furthermore, Bangladesh experi-
enced devastating floods in 1998, which led to massive
inflows of foreign aid. The IMF believes Bangladesh
recovered well from the floods in the following years, but
stated that aid flows would decline once a partial recov-
ery had been made. The Staff Report does not conclude
with a positive outlook, stating that growth will drop in
2001 and 2002, although they note that broader global
economic conditions will play a role in this decline as
well.

The 2000 Pakistan IMF Staff Report will be used for
comparison with the 2001 Bangladesh report, because
Pakistan does not have a report for 2001. There are a
few minor variations, as the reports were published in
different years, but the overall economic trends described
are similar. The report states that Pakistan received sig-
nificant IMF assistance in the 1990s, including several
structural adjustment and reform programs. Implemen-
tation of IMF conditions has been poor and key social
indicators in the nation are below target. Creditors
imposed sanctions in 1998 after Pakistan conducted
nuclear tests, leading to a debt crisis (International
Monetary Fund, 2001: 024). In 1999, a military coup
overthrew the democratically elected government, and
the military regime promised swift and forceful reforms.
Some reforms were successfully implemented, such as
policies that widened the tax base. As a result, external
debt had skyrocketed, leaving the country very vulner-
able to a balance of payments crisis. The report empha-
sizes privatizing national industries, such as Pakistan
Steel Mills and Pakistan Railway. The IMF approved a
new Stand-By Arrangement for Pakistan in late 2000; a
Stand By-Arrangement (SBA) is a program specifically
designed for nations facing a balance of payments crisis.
The 2000 report for Pakistan and the 2001 report for
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Bangladesh mention similar ails, especially the lack of
foreign reserves. The IMF did not have a positive eco-
nomic outlook for either nation.

Yet, a decade later in 2011, the report for Bangladesh
was much more optimistic, while the report for Pakistan
painted a dire picture. While Bangladesh’s economy
weakened in the late 1990s, it was much stronger in the
first decade of the 21st century. Garment exports rose
considerably in this decade, as did remittance inflows,
which increased the country’s foreign reserves (Inter-
national Monetary Fund, 2011: 314) . Bangladesh also
improved its domestic infrastructure to provide a reliable
electricity supply to its citizens, directly improving their
everyday lives. The nation also successfully implemented
administrative reforms that allowed tax revenue to pass
10% of GDP, which was a huge milestone for Ban-
gladesh. High inflation and a brief depreciation of the
Bangladeshi taka presented macroeconomic challenges,
but the IMF believed that Bangladesh’s medium-growth
targets were attainable. They also mention that Bangla-
desh’s exports have fared better than other Asian nations,
even high income nations, in the aftermath of the Great
Recession (International Monetary Fund, 2011: 314).

In 2011, the IMF had a pessimistic view of Pakistan’s
future. The 2011 Staff Report details numerous challeng-
es the nation has faced in the preceding years: the 2008
Recession, political turmoil, security issues, major floods,
and an ever-increasing fiscal deficit (International Mon-
etary Fund, 2012: 035). Growth in the short and me-
dium term would remain too small to absorb economic
shocks, thus, the economy would continue to weaken.
The IMF supported Pakistan with a Stand-by-Arrange-
ment (SBA) in late 2008 that, in their words, averted a
“full-blown crisis”, yet the recovery since then had been
painfully slow. They advise that reform is desperately
needed to boost the private sector and guarantee cen-
tral bank independence, but recognize that the political
climate is not conducive to reform. The most poignant
difference between this report and the 2011 Report for
Bangladesh is the focus on potential. The authors re-
peatedly noted that Pakistan had immense potential to
grow and take advantage of its geostrategic importance
and young labor force, yet the government does not
avail these advantages. These IMF reports help establish
key fundamental differences between the Bangladeshi
economy and the Pakistani economy in 2011, while also
serving as evidence that both economies were similar at
the start of the 21st century

It is worth noting that this Staff Report, as well as
other IMF reports cited in this paper, may contain bias.
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They were composed by IMF staff, and will likely not
criticize the IMF’s policies and the role they play in
altering the Bangladeshi and Pakistani economies. For
example, this report lauds the efficacy of neoliberal,
“Washington Consensus” policies such as trade
liberalization, privatization of state enterprises, and
flexible exchange rates. These policies were originally
popularized by policymakers looking for ways to help
Latin American countries recover from a debt crisis in
the mid-1980s. They were backed by economists at the
IME, World Bank, and US Treasury and gained more
recognition after the dissolution of the USSR in the
early 1990s. Many developing countries had adopted
economic systems with more state influence, thus, these
ideas directly contradicted their existing models (Irwin
& Ward, 2021). For example, in the 2001 Staff Report
for Bangladesh, IMF staff recommended that the county
adopt flexible exchange rates. In response, Bangladeshi
authorities expressed that the Bangladesh Bank did not
have the technical ability to handle a flexible exchange
rate regime. Despite their hesitation, IMF staff urged
them to adopt the regime anyway, stating that if the
central bank was given independence, the risk would be
minimal (International Monetary Fund, 2002: 113).

Corruption

One potential explanation for how the different
economies evolved is the presence of corruption.

A 2014 report from Transparency International

states that corruption hinders economic growth by
increasing inequality, reducing economic efficiency,
and decreasing the efficacy of social welfare programs.
As per this report, Pakistan is the 140th most corrupt
country in the world, and Bangladesh is the 147th
most corrupt (Chéne, 2014). M. Niaz Asadullahah and
N.N. Tarun Chakravorty corroborate this, stating the
level of corruption in Bangladesh is very high, even
when compared to Pakistan and India, (Asadullah

& Chakravorty, 2019). The Bangladeshi people also
perceive their government as less efficient due to
corruption (Miah et al, 2021). Despite this low social
trust, Bangladesh has achieved significant export-led
growth. Asadullahah and Chakravorty refer to this
phenomenon as Bangladesh’s ‘double paradox'—

the presence of strong sustained macroeconomic
growth despite a high level of corruption. Private
sector confidence is undermined by frequent cases of
embezzlement by public officials and bribe seeking
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behavior; nevertheless, there is growth in the private
sector (Asadullah & Chakravorty, 2019). There is no
double paradox for the Pakistani economy. While
Pakistan has experienced growth in exports since 2000,
it was surpassed by Bangladesh in volume of exports in
2012 and surpassed in terms of GDP per capita in 2016
(World Development Indicators: Bangladesh, Pakistan).

It has also been shown that the IMF lends to
governments it knows are corrupt, yet it does not
track or place conditions on the funds it loans to these
governments. IMF lending may not only exacerbate
existing corruption, but can actually encourage more
corruption by giving monetary support to corrupt elites
and special interest groups. This is especially salient
in the case of “lower-rated developing countries with
especially high degrees of corruption” — a description
which applies to both Bangladesh and Pakistan (Saxton,
1999). Although both countries have comparable levels
of corruption and histories of IMF lending, Bangladesh
has managed to pursue consistent economic growth,
while Pakistan has stagnated. Thus, corruption alone is
not an adequate explanation for the varying outcomes
of both countries. If corruption was the primary, or
exclusive, factor hindering economic growth, then its
effects would have been seen in both nations’ economic
indicators.

External Financial Institutions

Another theory that may explain Bangladesh’s
impressive growth is the influence of external financial
institutions, namely the IMF and its encouragement of
financial liberalization. Pakistan’s weak growth might be
attributed to the forced privatization of state industries
and deregulation before the state was ready for those
reforms. Natalya Naqvi states that while Pakistan has a
high level of corruption in the public sector, economic
outcomes would have been improved if the public
sector retained control over some industries. One of
Naqvi’s key arguments is that the pre-reform financial
sector efficiently directed funds to productive sectors,
but after reforms, credit was allocated to sectors that
were unproductive in the long run. She also notes that
liberalization did not reduce corruption as the IMF
might have believed it would. Rather, the reforms
created new issues, especially because they drastically
reduced the government’s power in comparison to
private banks (Naqvi, 2018).

Mian Ahmad makes a similar claim while



-17-

Bangladesh | Pakistan Bangladesh | Pakistan | Bangladesh | Pakistan

2000 2000 2011 2011 2019 2019
Poverty 33.3% 33.3% 18.2% 9.4% 13.5% 4.9%
headcount
ratio at $2.15 a
day (2017
PPP) (% of
population)
GDP (current | §53 57 $82.02 $128.64 $213.59 $351.24 $320.91
Us$) billion billion billion billion | billion billion
GDP per capita | $413.10 | $531.30 | $856.40 $1075.50 |$2122.10 | $1437.20
(current US$)
GDP Growth | 5.3 43% 6.5% 2.7% 7.9% 2.5%
(annual %)
Inflation, 2.2% 4.4% 11.4% 11.9%  |5.6% 10.6%
consumer
prices (annual
%)
Personal $1.97 $1.07 $12.07 $12.26 $18.36 $22.25
i:g:itvtzgcg,z of | billion billion billion billion billion billion
GDP)
Debt service 10.3% 21.1% 4.9% 7.9% 4.5% 31.3%
(PPG and IMF
only, % of
exports of
goods, services
and primary
income)

Figure 1. Source: World Bank Open Data. 2019 data is included because in 2011, both countries
were dealing with the aftermath of the 2008 Recession. 2019 data more accurately captures their
recovery and the long term impacts of economic decisions made during the 2000-2011 period.

The more relevant comparisons are bolded.
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discussing the IMF’s Structural Adjustment Program (SAP), a major policy reform suggested to developing nations
with poor economic performance (Ahmad, 2014). A chief aspect of the SAP is transitioning to a market economy
with the state taking on a limited role. Pakistan has taken on six adjustment loans since the 1980s, yet debt

continues to accumulate, slowing the nation’s economic growth. Ahmad claims that while poor fiscal policy by the
Pakistani government is partially responsible for Pakistan’s economic woes, much of the blame should be placed on
the SAP itself, as the constant restructuring has worsened the nation’s economic prospects (Ahmad, 2014).

II1. The Role of Politics

Ahmad and Naqvi’s arguments provide a different perspective, stating that Pakistan’s prospects were dimmed by
the IME While this theory may be more plausible than the claim that corruption is the primary cause of Pakistan’s

weak growth, the government of a nation is at least somewhat responsible for the nation’s economic condition. An-
other, perhaps more salient point, is that Bangladesh also was dependent on IMF loans throughout the 1990s and
early 2000s (Bhattacharya, 1996). In November 2022, the Bangladeshi government reached an agreement with the
IMEF for a US $4.5 billion loan to support climate resilience measures and combat inflation (International Monetary
Fund, 2023). Debapriya Bhattacharya notes that during the 1990s, the IMF and World Bank served as the main
policy advisors and lenders to the Bangladeshi government (Bhattacharya, 1996). The IMF recommended the same
neoliberal reforms for Bangladesh as it did for Pakistan and imposed similar conditions for its loans, yet Bangladesh
achieved success. From 1990 onwards, Bangladesh went to the IMF for an Extended Fund Facility, Standby Ar-
rangement, or Extended Credit Facility four times, while Pakistan sought assistance 11 times (Pakistan: History of

Lending Commitments). Thus, placing all the blame on external institutions is not a comprehensive approach.
Although Naqvi and Ahmed’s arguments hold truth, the political environment in Pakistan is not conducive to
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meaningful economic reform due to fundamental politi-
cal differences between Pakistan and Bangladesh. Nota-
bly, two key political differences must be considered: the
frequency of coups and military rule in Pakistan, and for-
eign influence on the Pakistani government following the
attacks of September 11t¢h, 2001.

Coups and Military Rule in
Pakistan

In October 1999, a military coup toppled the demo-
cratically elected government of Prime Minister Nawaz
Sharif and ended the longest period of democracy in
Pakistan to date. According to Hossain (2000), two
days after the coup, General Pervez Musaharff, who had
taken over as President, issued an order that suspended
the Constitution of Pakistan. Historian Larry Diamond
referred to this coup as “the most serious reversal of de-
mocracy of the contemporary period” (Diamond, 2008,
p. 57). Internal factors that led to the coup include wide-
spread public sector corruption, sectarian violence, and
a deteriorating economy. Former Prime Minister Sharif’s
handling of the economy was disastrous—income tax
avoidance by elite Pakistanis grew during his adminis-
tration, while his personal fortune grew immensely, an
increase which did not go unnoticed by Pakistanis. The
government had also maintained high domestic interest
rates for many years, discouraging investment. Remit-
tances from Pakistani workers in the Gulf states had
dried up; workers were afraid to send money to Pakistan
as the government was freezing assets in Pakistani banks.
Pakistani leaders seemed unconcerned with the country’s
dire prospects, as they spent millions on lodging ($35
million) and a new office space ($24 million) in late
1990s (Hossain, 2000).

The new military government was hardly less corrupt.
Musharraf portrayed himself as a reform-minded leader,
stating that he desired to decrease tax avoidance and
rebuild Pakistan’s institutions. Nevertheless, by 2008 the
Pakistani economy was showing signs of weakness even
before the effects of the Great Recession hit the country
(ul Haque, 2010). Musharraf accelerated the processes of
liberalizing banks and industries that had begun in the
1990s, but he did not look towards long-term growth.
His administration’s pursuit of short term investments
that appeared good on paper—such as investing in tele-
communications when the majority of the country did
not have access to consistent electricity—was economi-
cally ruinous (ul Haque, 2010). Even after Musharraf’s
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resignation, the military continued to heavily influence
Pakistani politics. While there have been a few attempted
coups in Bangladesh—for example, one in 1996 and one
in 2007, they were unsuccessful. Military rule threatens
Pakistan’s political system and economy, while Bangla-
desh is largely immune to this threat for political reasons
that are beyond the scope of this paper. The 1999 coup
and its aftermath had a negative impact on Pakistan’s
economy, especially its economy from 2000-2011. These
effects are not seen in Bangladesh as it faced a different
political situation during that time.

Post 9/11 Foreign [nﬂuence in
Pakistan

Following the September 11, 2001 attacks, Washing-
ton and Islamabad developed close ties. The US viewed
Pakistan as a crucial ally in South Asia; it shared a border
with Afghanistan, where the US had initiated the War
on Terror. During these years, Pakistan received billions
in aid from the US, in addition to diplomatic support,
debt relief, and military assistance (Hathaway, 2008).
Until 2008, Pakistan was ruled by General Musharraf,
who took power in the aforementioned 1999 military
coup of the federal government. Hence, for almost a
decade, the US was giving military, political, and eco-
nomic aid to a military regime that was ruling without
the consent of the populace. Hathaway (2008) elaborates
that the US waived sanctions it had imposed on Pakistan
in the 1990s due to the coup and Pakistan’s develop-
ment of nuclear weapons, and encouraged allies to do
the same. The US also sent more than $20 billion to the
Pakistani government in the first 5 years after 9/11 in
the form of security-related aid and direct cash transfers,
however, accounting by the Pakistani government was
so unreliable it is impossible to know how much of this
money truly went toward the purposes it was intended
for (Hathaway, 2008). The US’s allyship gave Mush-
arraf’s undemocratic regime legitimacy and allowed him
to delay the democratic transition he had promised for
years. This approach clashes with how the US
traditionally presents itself and its interests abroad; it
normally claims to uphold and defend democracy. In the
case of Pakistan, the US did not push for democracy and
hardly provided any economic benchmarks for Mush-
arraf’s regime as conditions for aid. Furthermore, US aid
scarcely targeted non-military sectors, thus, it provided
little benefit to most ordinary Pakistanis (Hathaway,
2008). Instead, it further bolstered the military, which
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had already secured total control of the country. The
US’s foreign policy in these years laid the groundwork
for an even more unstable and corrupt Pakistan after
Musharaffs resignation. In contrast, the Bangladeshi
government never experienced US influence to this
degree. Bangladesh did not have the same geopolitical
importance to the US as Pakistan did during the War
on Terror, nor has the US ever explicitly supported a
military dictator in Bangladesh. Thus, the nature of
American economic and political support to Pakistan in
the years following 9/11 uplifted the military at the cost
of the rest of the Pakistani economy. The US’s clear-cut
support for Musharraf allowed him to put the interests
of the Pakistani people aside and stalled the country’s
path to development.

IV. Potential Solutions

Understanding the history of military rule and for-
eign influence in Pakistan supplements the arguments
made by Ahmed, Naqvi, and Asahdullah and Chakra-
vorty. When these factors are viewed along with broader
political changes in Pakistan, it becomes evident that the
political environment in the country made the imple-
mentation of successful economic policies very difficult
between 2000 and 2011. These political and historical
differences between Pakistan and Bangladesh can explain
the variation in their economic trajectories. To sum-
marize, Pakistan and Bangladesh are in different eco-
nomic situations due to corrupt leaders and institutions,
specifically military rulers in Pakistan, and the influence
foreign institutions, including the IMF and formidable
foreign governments such as the US.

Bangladesh has incredible synergy between policy
makers and economic actors. The Brookings Institution
calls this the “supply response” to policy actions; as the
government implements incremental reforms, the mar-
ket responds, and the government gauges this response
before proceeding with more reforms. These minor
reforms revitalized the garment industry and boosted
crop production. Bangladeshi entrepreneurs were further
supported by policies that expanded the country’s infra-
structure, especially roads, electricity and telecommu-
nications (Mahmood, 2021). Making broad, sweeping
policy changes is difficult in a developing country with
weak institutions, yet Bangladesh has achieved economic
growth by making incremental changes that deepened
over time.

Given that Pakistan has a corrupt, sometimes inef-
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fectual public sector as well, attempting small reforms
that target key industries might be successful in increas-
ing growth. Another factor to consider is the presence of
NGO:s. Bangladesh’s government was heavily influenced
by foreign donors and NGOs in the 1970s and 1980s
(Mahmood, 2021). Since then, however, the presence

of homegrown NGOs, monitoring agencies, and think
tanks has grown, and these organizations have supported
state initiatives in many areas. Pakistan has a few promi-
nent domestic NGOs, but largely depends on foreign
organizations (Naqvi, 2018). This lack of civil society
means worthwhile policies lack support that could make
them more effective. While the legislative environment
varies between the two nations, these minor changes are
the easiest to make given the political hurdles in Paki-
stan.

V. Conclusion

While the economic and political histories of Bangla-
desh and Pakistan were initially intertwined, they have
since diverged. As both nations try to promote economic
growth, they are facing challenges familiar to other
developing countries with histories of colonialism and
imperialism—corruption and internal political instabil-
ity. Both countries are also large IMF debtors, so they
have to contend with external pressure on their econo-
mies from the IMF and other foreign governments.
Other countries facing similar situations include Nigeria,
Ghana, and Columbia (International Monetary Fund,
Total IMF Credit Outstanding Movement). Bangladesh
serves as an example of how a low income country with
high levels of public sector corruption can improve
outcomes for its people. In contrast, Pakistan serves as an
example of what decisions a developing country should
avoid if they want to grow their economy.

Comparing Bangladesh and Pakistan demonstrates
the importance of aligning internal and external condi-
tions for economic growth. A sovereign nation’s govern-
ment is responsible for its economic circumstances; if it
is corrupt and undemocratic, it will face the
consequences of being corrupt and undemocratic.
However, in some cases, it does not matter how noble
and well-intentioned a domestic government is if it lacks
the basic funds to improve the lives of its citizens. This
is where the IME, World Bank, and other governments
come in. Countries can only be helped to the extent that
they are willing to help themselves.
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I. Introduction

In many countries across the world, criminal theft
has become a common and highly problematic issue that
behooves politicians, economists, and citizens to take a
closer look at the reasons behind this ongoing problem.
Some examples of larceny include stealing vehicles and
valuable items, pickpocketing and scamming, and coun
terfeiting money. Theft is a particularly interesting issue
because it requires a close study of how political legisla-
tion, income levels, and economic developments lead
to fluctuations in the number of thefts committed. This
paper compares the levels of property theft in Denmark
and France, with a particular focus on each society’s
political legislation, response, and management of this
problem. Rates of larceny in different countries involve
political differences as well as current laws that may
disadvantage certain groups. These laws can result in
unfortunate situations such as poverty, human rights vio-
lations, and homelessness. Here, we will contrast varying
theft rates in Denmark and France, using empirical evi-
dence to reveal their differences and causal factors. Theft
is one of the most reported crimes in France. In 2020, a
recent survey made by the United Nations Crime Trends
Survey (UN-CTS) reported 680,196 cases of property
theft committed in France, and 142,042 cases commit-
ted in Denmark in the year 2020. (United States Office
on Drugs and Crime. 2022, Corruption and Economic
Crime).

This large difference is roughly 538,154 more cases in
France than in Denmark. Further research on this topic
will allow us to analyze legislative politics and describe
how property theft is treated in each country. We will
compare rates of theft in France and Denmark over the
past 10 years and establish a common thread between
political or economic developments and their respective

theft rates. Using this analysis, we attempt to find simil
arities, contrasts, and correlations between the two Eu-
ropean countries. This paper aims to benefit the research
community and general audience by contributing to a
greater discussion around this issue.

I1. Definitions & Literature Review

A comprehensive and comparative analysis of these
two countries first requires us to understand the main
definitions and key phrases used throughout this paper.
Larceny, otherwise known as property theft or stealing,
is a long-standing issue that affects millions of people
across the globe every year. The United Nations Office
on Drugs and Crime (UNODC) formally defines theft
as “unlawfully taking or obtaining of property with the
intent to permanently withhold it from a person or
organization without consent and without the use of
force, threat of force or violence, coercion or deception.”
(UNODOC, International Classification of Crime for
Statistical Purposes, p. 58). This paper refers to reports
of theft against property which do not involve the harm
of a victimized person or party. The definition of theft
remains the same regardless of the value of the stolen
property. According to Economist and Professor Ralph
C. Allen, “Economists generally associate an individual’s
absolute poverty (that is, real income being below a
specific level) to the individual’s expected benefits of
legal and illegal activity; therefore, absolute poverty may
create the perception that one’s skills are relatively more
productive in criminal activity” (Allen, 1996). Moreover,
an important takeaway from this quote is that econo-
mists view absolute poverty as potentially influencing an
individual’s decision-making regarding legal and illegal
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activities. Specifically, when individuals face extreme poverty, they may perceive that their skills are more beneficial
in engaging in criminal activity than in legal employment. This suggests that poverty can shape individuals’ percep-
tions of their economic opportunities and lead them towards illegal means of income generation.

We will use data from the International Classification of Crime for Statistical Purposes (ICCS), an institutional
framework that categorizes different types of crime and provides international statistics and data. It is important to
note that each country may have a different definition of theft, and this inconsistency may limit the comparabil-
ity of these statistics. Different theft definitions are due to the different penal codes and reporting behavior of each
country, as well as the recording practices of police reports. It is also imperative to note that not all cases of theft
are reported to the police or higher authorities, which may limit data analysis. However, in order to categorize theft
definitions and strengthen our comparisons, we refer to the Eurostat EU Guidelines and the ICCS to perform
trend analysis and explain variations in the data. This will allow us to explain how theft has evolved in France and
Denmark under comparable circumstances. The Eurostat EU Guidelines states that “the purpose of the ICCS is
to strengthen comparability and consistency as well as to improve analytical capabilities at a national, regional and
international level” (Eurostat EU Guidelines for the ICCS, 2017). The structure of the ICCS aims to provide defini-
tions and classify each type of criminal activity to facilitate comparability across countries, consistent definition, and
cohesive data at the national, European, and international levels.

There are multiple types of theft punishable by law, and additional penalties may be imposed on the perpetra-
tor based on the circumstances. One example of criminal theft is the use of counterfeit currency. Counterfeit cur-
rency refers to the attempted use of fake money to purchase goods or services. Offenses of counterfeit currency are
among the most reported crimes in the UN-CTS. In 2005 and 2006, roughly 69% of UN countries responded to
the survey’s questions based on counterfeit currency (Harrendorf et al, 2010). As shown in Figure 1, the percentage
of respondents to questions in counterfeit currency was the highest statistic of all other reported areas of criminal
activity in UN countries. Thus, Figure 1 reveals that attempted theft using fake money is a highly problematic and
prevalent area of corruption.

Figure 1. Percentage of countries responding to the 10th UN-CTS who answered police questions on organized crime,
trafficking in persons, smuggling of migrants, corruption, and counterfeited currency, 2005 and 2006.
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According to the Equal Rights Trust, the French Penal
Code states that theft is punishable by 3 years in prison
and a €45,000 fine (Spencer, 2005). The intent to steal
is an act punishable by law, regardless of whether the act
was successfully accomplished or if the item is returned
to its rightful owner. Accomplices of the perpetrator are
also subject to punishment, and may receive the same
penalties, even if they have not directly committed the
crime themselves. To make a comparison between France
and Denmark, we will also include relevant literature on
the evolving levels of theft in Denmark. For example,
Statista is a helpful research database that provides statis-
tics on everything from consumer goods and technology
to media advertising and telecommunications. We will
use this database and other reputable sources such as the
Organization for Economic Cooperation and Develop-
ment (OECD) and the National Statistics Agency in
Denmark to compare data and draw empirical conclu-
sions about theft in each country.

IT1. Research Questions & Design

This paper compares the rates of reported theft in
France and Denmark using empirical data, political
legislation, and theories to explain statistical differences.
In doing so, we will first review how political legislation
and mandates in each country have impacted pov-
erty. In doing so, we will identify how theft levels have
evolved. Trend data reveals how each country deals with
these issues and whether there is a causal relationship
between poverty and theft levels. The main question to
be answered is as follows: how have political legislation
and economic regulations affected theft rates in France
and Denmark, and what external factors contribute to
Denmark’s lower theft rate than that of France? What
types of legislation and government mandates have had
an impact on this phenomenon? Databases, tables, and
other relevant quantitative measures will explain statistics
and identify comparisons. Finally, we analyze theories
to engage with empirical data and draw relevant conclu-
sions. This case selection is methodical and coherent
with the research question because it allows us to iden-
tify the differences between France and Denmark’s cul-
tural norms, mandated laws, and economic markets. The
French government’s response to income inequality and
poverty is an important facet of this evaluation. As men-
tioned above, governmental and institutional responses
to these issues are the main causal mechanisms to answer
the research question. Specifically, this research addresses
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whether there is a correlation between the rise of poverty
and homelessness with the rise of property theft. Two
key variables to answer this question are described as fol-
lows.

The dependent variable refers to the levels of theft in
each country. This variable is a quantitative measure of
how the number of reported thefts has fluctuated over
time, specifically in the past 20 years. The independent
and explanatory variable is each government’s response
to poverty and crime. Using this variable will allow us
to examine how these responses have affected the num-
ber of reported thefts. It is essential to understand how
the political legislation in each country has impacted
poverty and homelessness, and by consequence, theft
levels. For example, institutional responses to theft in
France involve access to shelter for those impacted by
severe poverty. According to the European Federation
of National Organizations working with the Homeless
(FEANTSA), a European NGO, “Support and accom-
modation services for homeless people are generally
delivered by NGOs which are funded by the state. In a
context of ever-increasing numbers of homeless people
and people experiencing housing deprivation, [France’s]
current system — marked by an insufficient supply of
temporary accommodation, which is overwhelmed by
the volume of calls — struggles to provide appropriate,
long-term responses, adapted to these people’s needs”
(Chapelet & Lardoux, 2018). As a result, people liv-
ing below the poverty line or those who are homeless
struggle with insufficient funds and shelter provided by
the French government. The past ten years from 2010
to today have indicated notable differences in the level
of theft in these two countries. The outcomes of interest
include, but are not limited to, levels of theft that have
either risen or decreased in each country, as well as the
mechanisms that have contributed to these fluctuations.
Relevant shifts and changes in the economy must be
considered in order to provide the most accurate results.
The United Nations Crime Trends Survey provides help-
ful information to draw conclusions about the criminal
theft levels. Finally, we will gather and compile the data
using charts and graphical information to explain our
findings; relevant figures are included throughout this

paper.
IV. Hypothesis & Core Development

Differences in each country’s level of income inequal-
ity, political legislation, and national response to crime
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largely explain why property theft in France is much higher than in Denmark. A synthesis of theories and empirical
data will develop this thesis and explain these fluctuations. Despite the French government’s active involvement and
laws created in the Human Rights Council, variations in the level of theft reveal complex internal and external con-
tributing factors. The independent variable is Denmark’s lower level of income inequality. The dependent variable,
or outcome of interest, is the significant gap between France and Denmark’s levels of reported theft. It is essential to
address how levels of theft have evolved in Denmark and France in the past 20 years. The graph in Figure 2 repre-
sents the number of reported and charged thefts in Denmark from 2011 to 2021. The Statista Research Database
reports that “in 2021, less than 76,000 cases of theft were reported in Denmark, out of which 24,440 resulted in

a charge. That was the lowest number of reported thefts in the country in a decade. In 2011, more than 200,000
thefts were reported” (Statista Research Department, Number of reported and charged thefts in Denmark from
2011 to 2021).

Figure 2: Number of reported and charged thefts in Denmark from 2011 to 2021

Figure 2
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As shown here, the level of theft in Denmark has consistently decreased from 2011 to 2021. In contrast, a signifi-
cant portion of the French population considers theft to be a prevalent systemic issue. A survey taken by database
NationMaster in 2014 polled citizens from 132 countries, asking the question: “How much of a problem are prop-
erty crimes such as vandalism and theft?” The higher the number, the higher the participants believed theft to be a
significant issue. The survey members from France reported property theft to be a significant issue, at 54.52 points
(Property crimes including vandalism and theft: Denmark & France crime stats compared, 2014). France ranked
35th on the list of countries, while Denmark ranked 82nd at 33.06 points. This contrast reveals the notable differ-
ence in social response to theft between the two countries. Another important factor in this economic analysis is
the differences in each country’s border control and immigration policies. While France’s more open immigration
stance leads to a larger immigrant population and potentially higher rates of homelessness, Denmark’s governmental
policies are more restrictive and may mitigate these challenges to some extent. In France, the higher influx of immi-
grants, coupled with limited resources and support systems, contributes to a larger homeless population, including
both immigrants and native citizens. Conversely, Denmark’s more restrictive immigration policies may result in a
comparatively smaller homeless population, particularly among immigrant communities. (Governance of migrant
integration in Denmark, European Website on Integration).
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One helpful approach to this case comparison is the
theory of the social contract, initially coined by Thomas
Hobbes in 1651. “Social contract” refers to an agree-
ment or decision made by an individual to enter into
a mutually beneficial relationship with the state. As a
citizen, an individual must agree to comply with the
state’s sovereign authority. In turn, the state establishes
governmental laws and mandates for the protection of
its citizens. However, as shown throughout history, the
state is not a flawless entity and political legislation can
result in negative outcomes. Hobbes formally defines the
social contract theory as a situation in which “citizens
would voluntarily give up their liberties to a Sovereign
with the power to enforce a contract” (Bester & Wirner-
yd, 20006). The French and Danish states are Sovereign
powers that serve as third party protectors or mediators
for the nation’s population. Further, political authority
and moral rules of behavior determine how members of
a society function and interact with one another. Legal
conflict and variations in political legislation determine
the main method for change and communication within
a society. Hobbes’ theory applies to the comparison of
Denmark and France because it is a framework to under-
stand the differences between the two countries’” response
to theft. Because citizens rely on the state’s sovereignty,
the population absorbs any issues (“excesses”) created or
worsened by political legislation. The citizen population
must accept any outcomes from political legislative ac-
tion, both positive and negative. Poverty, theft, and other
socioeconomic issues are difficult to eradicate complete-
ly, and the sovereign state is the main agent of change.
French and Danish citizens rely on their respective state’s
sovereignty, as outlined by the social contract theory.
Therefore, when the state lacks appropriate responses to
these issues, the population is negatively affected.

V. Income Inequality

One potential reason why France’s theft levels are
much higher than Denmark’s can be explained by ana-
lyzing the government’s responses to socioeconomic is-
sues such as homelessness, crime, and income inequality.
Political legislation and mandates can either reduce or
increase levels of theft, and national leaders and lawmak-
ers are key players throughout this process. Living below
the poverty line can be a result of numerous factors, both
social and systemic, such as “unemployment, rising rent,
domestic violence, legal problems, drug abuse, mental
and physical illness” (Moiz, 2022). Barriers such as these
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prevent hundreds of thousands of people in France from
earning a living wage, thus contributing to the issue of
property theft. France’s response to this issue is limited
and underdeveloped. For example, there is a substantial
lack of temporary housing and accommodations pro-
vided to homeless people, leaving thousands of people
stranded on the streets. Emergency calls made to police
have overwhelmed the government’s ability to provide
accommodations, resources, and shelter. Families have
suffered greatly from the lack of sufficient response and
minimal aid from the French government (Moiz, 2022).
Therefore, the homeless population has risen dramati-
cally in recent years: Statista reports that as of 2021,
there are 300,000 homeless people in France (Statista
Research Department, Number of people without a
home in France from 2017 to 2021.) Despite France’s
active measures against poverty and injustice, variations
in the level of theft reveal that other internal factors
strongly affect the rate of theft. In the past 15 years,
France has taken crucial steps to increase the safety and
support of its poorest citizens. France is an active mem-
ber in the Human Rights Council (Conseil des Droits
de 'Homme, CDH), and has established several special
procedures which work to fight extreme poverty and
promote human rights. These legislative actions include
“preventing human rights violations, securing respect for
all human rights, promoting international cooperation
to protect human rights and integrating human rights in
the United Nations system” (Ministére de 'Europe et des
Affaires étrangeres, France and the institutions protect-
ing and promoting human rights 2013). Some of the
positive outcomes of France’s resolutions include shelter
and immediate aid, commitment to freedom of speech
and expression, and fighting against the exploitation
of children. In doing so, France has undertaken a key
role in this fight for justice by “supporting the gradual
realization of the right to education, health, food, safe
drinking water and sanitation and promoting the Guid-
ing Principles on Extreme Poverty and Human Rights”
(Ministere de 'Europe et des Affaires étrangeres, 2013.)
Beginning in 2011, France’s political involvement and
implementation of these practices have demonstrated
its active role in fighting injustice. However, a lack of
funding can limit the availability and quality of these
services. Therefore, economic imbalances in France such
as income inequality strongly impact whether the state
can protect its citizens against larceny. With its higher
level of income inequality, France is more likely than
Denmark to experience theft.

The United Nations Human Development Program
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reports levels of inequality and multidimensional poverty
found in each country’s population. (United Nations
Development Programme, Inequality-adjusted hu-

man development index) Using the inequality-adjusted
human development index (IHDI), Denmark’s level

of income inequality in 2010 was reported as 11.0%

and France’s was reported as 13.3%. In 2021, trend

lines of income inequality have increased in France and
decreased in Denmark. The indices show that France’s
level of income inequality has risen to 13.9%, while
Denmark’s level has decreased to 10.1%. Opposite trend
lines reveal that the poverty levels in the past eleven years
are drastically different in each country. This is relevant
because France’s higher income inequality leads to more
impoverished and homeless communities, both of which
contribute to higher rates of theft. In contrast with

the explanatory statistics in France, income inequal-

ity in Denmark has decreased from 2010 to 2021. In
Denmark, reports of stolen items, particularly essential
resources or food to survive, have decreased due to the
country’s lower income inequality. In addition, Den-
mark scores well on many measurements of well-being,
based on international reports and government-issued
statistics. According to OECD sources, “[Denmark] is
ranked among the most equal countries... the level of
household disposable income inequality prevailing in
Denmark, as measured by the Gini coeficient is the low-
est across the OECD (Figure 3, Panel A)” (Causa, et al,
2016, p. 7). Therefore, the disposable income inequality
is very low in Denmark, ranking the lowest of all OECD
countries. Denmark’s small income gap decreases levels
of theft, poverty, and homelessness within the country.
Figure 3 records the levels of disposable income inequal-
ity in each OECD country.

Denmark ranks on a low level of income inequality
for multiple reasons. Firstly, Denmark has a compre-
hensive, strong, and thorough economic redistributive
system that encompasses its entire population. A func-
tional retribution system requires taxpayers to declare
their total spendable income to the national government,
which includes salaries, pensions, annuities, and retire-
ment benefits. The strength of Denmark’s welfare system
is a critical aspect in its political legislation because it
regulates the effects of market income inequality on
disposable income inequality. A strong welfare system
decreases poverty and lessens the income gap between
rich and poor communities. Secondly, Denmark’s tax
system requires those in the working class to pay for a
portion of public pensions. This means that those with
stable incomes support the country’s pension system,
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which provides funds to retirees and protects them from
poverty and static income. This investment system re-
sults in a low level of income inequality and equalizes the
distribution of funds across the retirement age popula-
tion. Thirdly, it is mandatory for most Danish employees
to be covered by pensions in their jobs, which provides
security and an incentive to continue working (Causa et
al, 2016, p. 7). For workers and employees, it is in their
best interest to maintain their careers or jobs to rely on
the Danish government’s pension scheme. All these fac-
tors listed above are main reasons why Denmark has a
low rate of reported property theft. A secure, profitable
welfare system and access to pension funds during retire-
ment have made a substantial contribution to decreasing
income inequality across the population. When the state
incentivizes and financially supports its workers, Danish
residents have a much lower propensity to steal property
or items from others. Using OECD data and empiri-

cal evidence, we propose that Denmark’s lower level of
income inequality corresponds with its lower levels of

theft.

VI. Response to Homelessness

Another relevant variable in each country is the
government’s response to homelessness. The goal of this
data is to determine whether there is a causal relation-
ship between the services provided by the government to
homeless communities and the country’s level of theft.
Homelessness among the French population is becom-
ing more and more prevalent, especially in more densely
populated cities such as Paris (Moiz, 2022). Theft com-
mitted by impoverished communities is an issue faced
by both the French government and the overcrowded
institutions that accommodate these people. Addition-
ally, this issue is one that affects almost the entire French
population, homeless or not. This is because those who
are homeless are suffering from multiple issues such as
mental and physical health issues, cold weather, and
even violence. Homeless citizens often carry weapons to
protect themselves in dangerous parts of France such as
large cities like Paris. Benjamin Roebuck, Professor of
Victimology and Public Safety at Algonquin College,
explains that “theft and physical aggression in particular
are linked to homeless people carrying all their per-
sonal possessions on the person” (Novac et al., 2006,;
Roebuck, p. 16, 2008). Violent offenses are becoming
widespread, and reports of these situations are not always
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Figure 3. Income inequality in Denmark is among the lowest across OECD countries.
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properly treated by the French police. “Gaetz (2002) also
found that 44% of homeless youth carry their posses-
sions at all times to protect themselves against theft and
28% carry a weapon to protect themselves against threats
of violence” (Roebuck, 2008, p. 16). As such, there is a
strong correlation between the higher homeless popula-
tion and the higher level of theft throughout the past

ten years in France. The European Social Policy Network
(ESPN) provides useful data to further expand this argu-
ment. Comparing these data, we find that France and
Denmark handle these problems differently, which may
explain the differences in the level of property theft. The
goal of this comparison between France and Denmark’s
strategies to fight homelessness is to determine whether
there is a correlation between political legislation and
the key outcome of interest: rates of theft. In October
2018, President Macron and the French government
(The Ministry of Solidarity and Health) announced the
implementation of a new program called Housing First,
aimed at treating poverty and preventing housing

exclusion. “The core component of this plan, which
includes five priorities broken down into 16 work areas,
resides in the affirmation that the priority should be to
direct homeless or disadvantaged people towards regular
housing. The scope of this programme is people living
on the street or in hostels, slums and squats; asylum-
seekers; female victims of violence; and young adults
leaving institutions. In addition to the announcement of
this key principle, the programme defines the tools and
methods capable of ensuring the success of this trans-
formation” (Legros, 2019, P. 11.). As mentioned, these
methods are made to better serve vulnerable communi-
ties by supplying shelter and regional support platforms
for homeless people. Another key mechanism in this
procedure is reducing the need for immediate emergency
shelters, and instead using these resources as last resort
approaches. Using CTS data on Corruption and Eco-
nomic Crime, we compare the level of theft in France
from 2017, one year before this policy’s implementation,
to 2020, two years afterwards. These data reveal a slight
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drop: there were 874,768 reported counts of theft in
2017, compared to 680,196 counts in 2020. However,
reasons for this decrease can be attributed to external fac-
tors outside of the Housing First initiative. For example,
the COVID-19 pandemic required a large majority of
the population to quarantine and remain at home. Thus,
there may have been fewer opportunities for individu-
als to steal items and personal property without as many
people out in public. Although the Housing First initia-
tive may have played a role in decreasing theft, it remains
unclear whether this outcome was the result of the initia-

tive alone or other external variables.

Similarly to France, the Danish government has
implemented ways to fight homelessness and support
the population of low-income and impoverished groups.
However, this approach looks different and has revealed
different outcomes as well. Denmark began to address
the problem of homelessness much sooner and with a
more proactive approach than France. The ESPN re-
port on National Strategies to fight homelessness and
housing exclusion states that “the Danish homelessness
strategy was launched in 2009. It was aimed at fighting
homelessness by following a Housing First approach
combined with home support methods, especially criti-
cal time intervention (CTI), intensive case management
(ICM), and assertive community treatment (ACT) —
anchored in municipalities and in housing offered to
homeless people under the social services law (so-called
§110 institutions)” ( Kvist, 2019 P. 4.). These methods
are approaching the issue of homelessness by funding
support for young people and vulnerable communities
in order to provide permanent housing and financial
support. The Danish government is interested in sup-
porting this community by encouraging people to find
jobs. Political legislative reforms prioritize finding “small
flats with a cheap rent and, for young people, preferably
situated in cities with education and job opportunities”
( Kvist, ESPN Thematic Report on National strategies
to fight homelessness and housing exclusion — Denmark
2019 P. 4.). By emphasizing the importance of education
and employment, the Danish government aims to pro-
vide further platforms and resources for homeless people.
A higher level of education is associated with higher
wages. By attending school for longer, these populations
are more likely to find employment that provides them
with a livable wage. This eliminates the need to steal and
reduces the nation’s overall theft level. Therefore, Den-
mark has established mechanisms to create safer housing
accommodations and temporary hostels based on the

ECON Press

specific needs of individuals or family units. There is a
particular emphasis on providing more inclusive support
for youth, women, elderly, and other vulnerable poor
communities. By incentivizing education and job oppor-
tunities, the Danish government wants to decrease the
propensity to steal since people will have the ability to
earn higher wages and a stable income.

Comparing France and DenmarK’s respective re-
sponses to the issue of homelessness reveals a few key
points. Obviously, neither country has eradicated home-
lessness nor theft, and there still exist many issues today
regarding housing and accessibility of resources for
poor people. The independent variable in this analysis
is the accessibility to employment opportunities and
education. The dependent variable remains the same as
before: the level of theft in each country. By comparing
each country’s legislative actions within the Housing
First Plan, we conclude that the Danish government
began its efforts to eradicate these issues much sooner
than France. While Denmark enacted the plan in 2009,
France enacted its legislation much later in 2018. Both
countries aim to put homeless people back on their
feet and reduce the necessity to steal. However, France’s
government has been less successful in reducing prop-
erty theft and socioeconomic issues such as homeless-
ness. The National Institute of Statistics and Economic
Studies (U'lInstitut national de la statistique et des études
économiques, abbreviated INSEE), France’s national
statistics bureau, reports a shocking prevalence of theft
and violence among the homeless population in France.
This report reveals that homeless people are “eight times
more likely to be the victims of theft than those living
in stable accommodation, and almost twice as likely to
fall victim to violence” (Jamet & Thouilleux, 2012). This
dangerousness results in higher theft and socioeconomic
instability across the population. As shown in Figure 4
below, the UN Office on Drugs and Crime reports the
number of theft incidents per 100,000 per year in France
(UN Office on Drugs and Crime, France Theft Rate -
Thefts per 100,000 people 2016). Here, we can see that
the level of theft in 2016 revealed a sharp increase in the
number of theft incidents.
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Figure 4 : Number of theft incidents per 100,000 people per year
Figure 4 shows that the number of instances of theft increased gradually between the years of 2012 and 2015, with

variations occurring during this period. However, from 2015 to 2016, the level of theft increased dramatically.
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VII. Conclusion

To conclude, this paper reveals the key differences between the levels of theft in Denmark and France and the
causal factors that contribute to this gap. To answer the initial research question, we find that the level of theft is
higher in France than Denmark due to differences in political legislation, levels of income inequality, and socioeco-
nomic issues such as homelessness. These differences reveal that France experiences higher rates of theft and other
property related crimes than Denmark. However, to avoid over-simplification, one must also consider external fac-
tors such as the country’s individual method of reporting its criminal activity, which may produce statistical incon-
sistencies. Nevertheless, political legislation and treatment of criminal theft by the Danish and French governments
prove that this is a multi-faceted and complex issue. The level of income inequality between the two countries is
the first variable that plays an important role in the rate of theft. Denmark’s lower level of income inequality cor-
responds with its lower theft levels because more people have a stable source of income, whereas the level of income
inequality is higher in France. Denmark’s 2009 Housing First project is associated with a decrease in theft between
the years of 2009 and 2018. Moreover, individual political responses and economic progression timelines in each
country have resulted in different outcomes. We applied the social contract theory to this analysis, which states
that the civilian population subscribes to the political sovereignty of the government, and therefore must accept its
government laws and economic structure. Another comparative variable involved was the analysis of each country’s
retribution system. We found that Denmark’s welfare system is highly comprehensive and inclusive, which ensures
that financial resources are more equally distributed across the population. Finally, we compared the ESPN statistics
on the evolution in theft in Denmark and France in the past ten years. Using these analyses and drawing from the
data, we confirmed our hypothesis that the level of theft is higher in France than Denmark due to socioeconomic
factors, income inequality and poverty, and political responses to these issues.
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Public Housing’s Marginal Tax on Earnings
and Work Disincentives

Konstantina Barker
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I. Introduction

In an effort to alleviate the financial burden on the
nation’s poorest households, the U.S. government
provides housing assistance to low- and extremely
low-income households. The Department of Hous-
ing and Urban Development (HUD), the government
branch in charge of public housing, defines low-income
households as those that earn less than 80 percent of the
area median income (AMI is the midpoint of income
distribution for a given area and is calculated annually
by HUD), and extremely low-income households as
those that earn less than 30 percent of the AMI. HUD
gives priority to extremely low-income households; in
2016, 72 percent of housing assistance recipients met
HUD’s extremely low-income definition. Additionally,
the average household in public housing earned $14,444
in 2016 (Docter, 2019), which lies about $1,500 below
that year’s federal poverty line for a two-person house-
hold (Ofhice of the Assistant Secretary, 2016). Evidently,
these households are deeply impoverished and struggle
to afford market-rate rents. Thus, public housing is an
essential government program in a nation where even
hard-working Americans, as shown in Exhibit 1 below,
struggle to afford housing (Dworkin, 2019). Five million
low-income Americans currently benefit from hous-
ing assistance (Gartland, 2022), and an additional 4.4
million low-income Americans are on the waiting list to
receive housing assistance. Many of these waitlists are
closed to new applicants; therefore, the actual demand
for public housing exceeds these figures (National Low
Income Housing Coalition, 2016). In exchange for
housing, unfortunately, many of these Americans will
face deep stigmatization. Their home in “the projects”
often assigns them an associated identity of crime, drug
use, and laziness (Badger, 2015). Concerned with these

stigmas, this paper will investigate whether or not hous

ing assistance disincentivizes working. More specifically,
it will examine the impact of associating public housing
rental payments with a tenant’s income and labor force

participation.

It is important to note that Americans receiving hous-
ing assistance are traditionally obligated to contribute
30 percent of their income (after adjusting for specified
allowances and deductions, such as childcare and health-
care) towards their rent. This payment is referred to as
the total tenant payment (TTP; Castells, 2020). Many
critics scorn the current practice of calculating TTPs
as a percentage of income rather than implementing a
flat-rate rent, arguing that it serves as a marginal tax on
earnings and disincentivizes work. However, others argue
that the percentage model avoids unnecessarily placing
an excessive rent burden on impoverished households.
This paper will address the existing literature supporting
both arguments after providing a brief history of public
housing. Then, it will discuss two recent HUD studies
Riccio et al. (2015) and Castells (2020) that changed
TTP calculation methods to incentivize work among
public housing tenants, both of which showed the
changes to be unsuccessful. These studies instead point
to external factors, such as psychological depression
and burdensome child care, that impact the head of the
household’s ability to work. Given that personal circum-
stances pose a significant barrier to employment and
improved earnings for public housing tenants, this paper
concludes by arguing that HUD should prioritize poli-
cies that eliminate these barriers, rather than continuing
to experiment with new TTP calculation methods.
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Exhibit 1: San Francisco-Oakland-Hayward, CA, Rental Market
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I1. History of Public Housing

The current public housing system is vastly differ-
ent from Franklin D. Roosevelt’s (FDR) vision for the
Public Works Administration (PWA) housing program
at its inception in 1933. Originally intended to create
construction jobs and assist aspiring young homeowners
in the wake of the Great Depression, government-spon-
sored housing was meant to be a temporary measure that
benefited middle-income white Americans (National
Low Income Housing Coalition, 2019). The PWA did
construct public housing units for African-American
households, but these were isolated afterthoughts in
far less desirable areas (Gross, 2017). Continuing with
a vision of public housing for the middle class, FDR
passed the National Housing Act of 1934, which created
the Federal Housing Administration (FHA), now part
of HUD. This legislation helped aspiring white home-
owners by guaranteeing federal repayment of mortgages
upon default (Living New Deal, 2020). This vision for
public housing soon shrank, and by 1936 Congtess dic-
tated that PWA housing was exclusively for qualifying
low-income American families (Martens, 2009). Then,

the Taft Ellender-Wagner Bill of 1937 created the United
States Housing Authority, now HUD, as a federal
agency that grants loans to local public housing authori-
ties (PHAs; FDR Presidential Library, n.d.). Under this
structure, local PHAs receive funding from HUD to
oversee their city’s or town’s housing assistance programs
(U.S. Department of Housing and Urban Development,
2021).

In the post-World War II era, the American pub-
lic housing system became intertwined with the Civil
Rights Movement. As the post-war economy boomed,
large numbers of vacancies opened in white develop-
ments that were not filled by eligible African-Americans,
since homeowners and PHAs could legally include racial
covenants in their deeds prior to the Fair Housing Act
of 1968. These racial covenants greatly limited public
housing opportunities for African-Americans, resulting
in long wait lists at non-white public housing develop-
ments (Gross, 2017). Other common racial housing
discrimination tactics, such as redlining—the refusal of
banks to grant mortgages for homes in predominately
African-American neighborhoods—only further limited
their housing options (Jackson, 2021). With the Fair
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Housing Act, African-American families were finally per-
mitted to fill vacancies in white developments. “White
flight” ensued, marking the beginning of public hous-
ing’s decline in providing a high quality of life (Gross,
2017).

However, the modern reputation of public housing
as government-funded slums is primarily attributable
to the 1969 Brooke Amendment to the National Hous-
ing Act, which limited TTPs to 25 percent, later raised
to 30 percent. Prior to the Brooke Amendment, public
housing units had standard monthly rental rates that
were not adjusted based on income. PHA’s could thus set
rent to the amount necessary to maintain developments
to a livable standard, which was often above 25 to 30
percent of a tenant’s income. Although well-intentioned,
the Brooke Amendment greatly reduced PHAs’ bud-
gets, making it difficult to maintain housing units at a
livable standard. This combination of white flight and
underfunded PHAs ensured public housing’s failure
(Husock, 2015). The New York City Housing Authority
(NYCHA), which operates 174,000 units as the nation’s
largest housing authority, is a perfect example of these
failures. The agency is underfunded and its employees
are overworked, forcing the NYCHA to delay main-
tenance, repairs, and renovations that would now cost
up to $30 billion. Their units are also marked by mold,
water leaks, and rat infestations (Husock, 2019).

Today, five million low-income Americans receive
housing assistance, ninety percent of whom live in one
of three arrangements: traditional public housing, Sec-
tion-8 Housing Choice Vouchers (HCVs), or Section-8
Project-Based Vouchers (PBVs; Gartland, 2022). The
HCV program allows recipients to live in privately-
owned units of their choosing with their PHA paying
the difference between fair market rent (FMR) and their
TTP (“Section 8”, 2022), whereas PBVs allow recipients
to live at privately-owned developments that have desig-
nated certain units as affordable. Thus, HCVs and PBVs
are almost identical; however, HCV vouchers belong
to the tenants while PBVs belong to the unit (Fandel,
2022). All three of these predominant types of housing
assistance use the 30-percent-of-income rent model (Ric-
cio).

I11. Evidence that the Current TTP
Calculation Method Disincentivizes
Working

ECON Press

General microeconomic theory suggests that correlat-
ing TTPs with income disincentivizes work. Specifically,
multiple economic studies utilizing the concepts of the
income and substitution effects have argued for housing
assistance to disincentivize work. First, the income effect
asserts that when tenants first receive housing assistance,
their monthly rent expense decreases. Given that rent is a
major expense for most households, especially those liv-
ing in poverty, this decrease in rent increases the house-
hold’s disposable income. Thus, tenants could maintain
or even increase their standard of living while working
less, suggesting that housing assistance is inherently a
work disincentive. Additionally, the substitution effect
asserts that the program’s 30-percent marginal tax on
income disincentivizes working by lowering the return
on earnings-per-hour-worked, introducing an incremen-
tal marginal tax increase from zero to 30 percent once a
household receives public housing assistance (Castells,
2020).

Opponents of the current TTP calculation method
also emphasize public housing’s role in a larger welfare
system that only further decreases employment incen-
tives. Painter (2001) details the relationship between
public housing and other welfare programs: housing
assistance is a unique welfare program, since households
not only pay to participate but pay a varying amount to
do so. As a result, overconsumption can occur, as public
housing tenants often are assigned units that exceed their
spatial needs. Furthermore, housing is a complement to
leisure, which suggests housing assistance would nega-
tively impact employment and earnings more than other
welfare programs. Additionally, many households si-
multaneously partake in welfare programs, as illustrated
in Exhibit 2 below. Jaramillo, Rohe, and Webb (2020)
further emphasize this point, explaining that households
that increase their income face the potential of losing
welfare eligibility, making it difficult for them to justify
doing so.

Additionally, Husock (2019, “Ending NYCHA’s”
explains how the Housing Authority’s mismanagement
and ulterior motives have created work disincentives in
NYCHA. He explains how the PHA’s shortcomings have
created a dependency trap, which is demonstrated by
the low exit rate of public housing tenants in New York
City. As shown in Exhibit 3, almost half (47 percent) of
the households receiving assistance from NYCHA have
done so for over twenty years. This trend shows that in
many cases public housing is not serving as temporary
assistance, but rather as a long-term safety net. Husock
argues that if housing assistance remains a permanent
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Exhibit 2:
Multiple Program Participation of Female-Headed Households Between
the Ages of 16 and 50, Full Sample (N=692)

Current Housing Housing
Program Participation Recipient Waiting List  Participant
AFDC only 0 0 0
Food stamps only 2 2 4
Medicaid only 1 2 3
AFDC and food stamps 0 0 0
AFDC and Medicaid 3 6 9
Food stamps and Medicaid 13 7 20
AFDC, food stamps, and medicaid 13 5 18
Number of households participating in 32 22 54
housing and at least one entitlement
Exhibit 3.

How Long New York City Tenants Remain in Public Housing

Number of Percentage of
Tenure Households Households
Up to 5 Years 24,828 15%
5-10 Years 24,011 14%
10-20 Years 41,611 24%
20-30 Years 31,580 18%
30-40 Years 18,107 1%
Over 40 Years 30,596 18%
Total 170,733 100%

Created using dats inom Husock, Howand, 2019, Endiey N YLEHA S Dapandanos
lrap: Making Bedfer Use of Mew York's Pubdsc Housimng.
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option for households, then they face minimal pressure
to increase their earnings.

Husock’s research also found that in some cases,
NYCHA actually benefited from tenants receiving hous-
ing assistance for prolonged periods. The Authority was
able to boost its earnings by establishing flat rate rents
for its higher-earning tenants, as permitted by Congress
in 1989. These tenants would have otherwise been re-
placed by new tenants paying a lower TTP, which would
decrease the city’s public housing budget even further.
As a result, in 2006, 54 thousand NYCHA households
that earned 60 percent or more of the AMI continued to
receive housing assistance at one of three flat rate rents
dependent on their income level. In 2014, the federal
government changed flat rate rent laws so that all ten-
ants paying a flat rate rent paid the same one. Many of
these households left public housing as a result, and in
2019 only 9.5 thousand households continued to pay
a flat rate rent. The existence of flat rate rents, however,
proves that housing authorities can easily prioritize their
bottom lines above improving tenant outcomes, which
is likely partially responsible for public housing being a
system that Husock believes “encourages multi-genera-
tional poverty.”

Castells (2020) also provides empirical evidence that
public housing’s marginal tax on earnings disincentivizes
work. It discusses Mills et. al.’s important study (2006)
that compared labor outcomes for households on the
housing assistance waitlist already receiving Temporary
Assistance for Needy Families (TANF) benefits. They
found that once families received HCVs they worked
less, but only during the first year of random assign-
ment. Jacob and Ludwig (2012) found that the Chicago
Housing Authority’s 1997 lottery resulted in negative
labor supply impacts, as subsidy recipients reduced their
employment by six percent and reduced their quarterly
earnings by 10 percent. Finally, Gubits et al.’s Fam-
ily Options Study (2015) offered housing vouchers to
homeless families. They concluded that voucher recipi-
ents reduced their employment by 11 percentage points
in comparison to the control group. This difference was
more drastic at first and was reduced to six percentage
points after three years.

Thus, the critics of the current TTP calculation
method point to the income and substitution effects, a
larger welfare trap, housing assistance’s dependency trap,
and empirical evidence as evidence of its work disincen-
tives.
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IV. Evidence of External Barriers to Em-
ployment Impacting Labor Force Out-
comes for Public Housing Tenants

Conversely, others argue that the current total ten-
ant payment (TTP) method does not discourage public
housing tenants to work, but rather that they face nu-
merous personal barriers impacting their labor outcomes
irrespective of their TTPs. For instance, Riccio et al.
(2017) suggest that many heads of households in public
housing face external employment barriers. They found
that more than half of their respondents faced an em-
ployment barrier, with health concerns (31 percent) and
childcare responsibilities (21 percent) as the two largest.
The study also found that caring for a sick or disabled
family member was another significant barrier to em-
ployment, as it affected about 20 percent of participating
families in their sample of San Antonio and Louisville
households. These factors are entirely independent of
the rental calculation method used by PHAs, meaning
that a large share of public housing tenants’ ability and
motivation to work would not change if their rent were
increased or standardized.

Jaramillo, Rohe and Webb (2020) also found that ex-
ternal barriers to employment were crucial determinants
of labor force participation for heads of households
receiving housing assistance. They collected data through
a survey of nondisabled and nonelderly Charlotte Hous-
ing Authority (CHA) tenants and analyzed demographic
differences between nonemployed heads of households
who either were or were not seeking work. The research-
ers ran a regression to analyze the demographic differ-
ence between the two nonemployed groups and observed
statistically significant differences in age. Note that their
sample of 335 CHA public housing residents was 98
percent African-American and 96 percent female, so the
only varying demographic the researchers were able to
analyze was age.

They found that non-employed tenants were older;
less likely to have continued their education beyond high
school or a GED; less likely to have completed at least
one job training program; and less likely to be enrolled
in education courses at the time of the survey. They
also found that heads of households in their sample not
looking for work were more likely to have depression
and health problems. Interestingly, unemployed heads of
households with children were more likely to be in the
labor force than those without children. Their research
also revealed structural barriers to employment, such
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as limited nearby work opportunities and lack of access
to transportation. Thus Jaramillo, Rohe, and Webb’s
findings show that multiple factors beyond the TTP’s
marginal tax on earnings impact a public housing ten-
ant’s willingness to work. Both Riccio et al. (2017) and
Jaramillo, Rohe, and Webb (2020) suggest that work
disincentives in public housing likely extend far beyond
the reach of the TTP. In reality, many households face
serious barriers to employment that make them unable
to work. These households would thus be unfairly penal-
ized if PHAs were to establish punitive work require-
ments.

V. HUD’s Recent Experimentation with
the TTP Calculation Method

The Rent Reform Demonstration

Recognizing the arguments on both sides of the ques-
tion, HUD has launched a series of experimental trials to
determine if alternative total tenant payment (TTP) cal-
culation methods would increase labor outcomes. Riccio
etal.’s 2015 study labeled The Rent Reform Demonstra-
tion (RRD) experimented with Housing Choice Vouch-
ers (HCVs) to determine if decreasing TTP’s sensitivity
to changes in income would simultaneously alleviate
public housing’s two largest challenges, work disincen-
tives and immense administrative burdens, without
imposing unnecessary financial hardship on households.
These goals were meant to be accomplished without
increasing the average cost of the voucher program per
family served.

The most relevant change under the new rent rules is
the switch from an annual to a triennial TTP recertifica-
tion. Tenants could still, however, report decreases in
income between certification periods. The researchers
hoped that extending the recertification period would
incentivize tenants to increase their incomes, since the
marginal tax of 30 percent on increased earnings would
be temporarily avoided. A longer certification period also
meant that underfunded and overworked PHAs could
dedicate less time and resources towards recertifica-
tions, one of their most demanding tasks. The new rent
rules under the RDD were more nuanced than simply
extending the recertification period. The current policy
of establishing rent at 30 percent of a household’s cur-
rent or anticipated income was modified to 28 percent
of a household’s retrospective gross income and elimi-
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nated allowances and deductions. The new formula also
ignored household income generated by assets valued
below $25,000. It also established or raised a minimum
rent and simplified the method of calculating utility al-
lowances.

The study analyzed the impact of these changes on
6,665 households over a six-year period across four
PHAs: the Lexington-Fayette Urban County Hous-
ing Authority in Kentucky, the Louisville Metropolitan
Housing Authority in Kentucky, the District of Colum-
bia Housing Authority in Washington, D.C., and the
San Antonio Housing Authority in Texas. These PHAs
belong to a subset of 39 PHAs participating in HUD’s
Moving to Work (MTW) demonstration, which allows
PHASs the flexibility to change rent rules without seeking
formal approval. Eligibility within the PHAs was limited
to households approaching their certification period in
early 2015 and whose head was not defined as senior or
disabled.

When analyzing the results, it is essential to consider
specific circumstances in Louisville and Washington,
D.C. that affected the study. Families assigned to the
new rent rules group in Louisville could opt-out and re-
turn to the existing rent rules group; 22 percent of these
households took advantage of this option. For evaluation
purposes, these opt-out participants remained in the new
rent rules group to avoid bias. Thus, not all members of
the Louisville new rent rules group were exposed to the
changes, prompting the researchers to provide adjusted
supplementary estimates. Results from Washington,
D.C. are also subject to potential bias, since the district’s
PHA switched its existing program to a biennial recerti-
fication period, which makes it difficult to evaluate the
impact of extending the recertification period. Addition-
ally, the PHA withdrew prematurely from the study in
September 2019. Given these changes, the pooled results
from the RRD are often provided with and without
Washington, D.C.

The authors found on average that prolonging the re-
certification period from one to three years did not have
a significant impact on labor outcomes. Employment for
both groups remains relatively stable between fifty-five
and sixty-five percent throughout the duration of the
study. Similarly, earnings across the two groups increase
at a similar rate. These data suggest that temporarily re-
moving the marginal tax on additional income does not
incentivize working. Participants were aware that their
TTPs would be recalculated at the conclusion of the
triennial recertification period, which should cause them
to behave differently than if their rent payments became
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permanently uncorrelated with changes in their income.
Thus, these results can only allow us to speculate that
results would be similar if HUD’s marginal tax on ad-
ditional income was removed entirely. While the tem-
porary switch from an annual to triennial recertification
did not incentivize working, PHAs should still consider
adopting the triennial recertification model to lower
their spending and reduce their administrative burden.
Exhibit 4 further emphasizes the failure of the RRD to
incentivize work: comparing the new and existing rent
rules groups, the percent of heads of households ever
employed across all PHAs varies by just 0.01 percentage
points. Similarly, the total earnings for the full period
across all PHAs were found to be $41,074 for the new
rent rules group and $41,046 for the existing rent rules
group, just a $28 difference across a 42-month period.
When Washington, D.C. is removed from the data set,
the results are almost identical. The percentage of heads
of households who were ever employed varies by just
0.06 percentage points and full-period earnings differ by
just $7.

Labor outcomes by PHA, however, showed both posi-
tive and negative impacts on employment and income,
as shown in Exhibit 5. For instance, Lexington and San
Antonio observed some positive outcomes under the
new rent rules, but these findings were inconsistent and
not statistically significant. In both cities, the new rent
rules group out-earned the existing rent rules group in
years two and three by a non-statistically significant mar-
gin. Additionally, the new rent rules group in San Anto-
nio out-earned its counterparts by a less aggressive rate
in year three as compared to year two. Interestingly, the
positive impacts were less prevalent in the study’s later
years, suggesting that some households may have pur-
posefully decreased their earnings in anticipation of their
triennial recertification. However, the period directly
approaching the recertification does not show a drop in
earnings, which weakens this hypothesis. Nevertheless,
these results offer the potential for triennial recertifica-
tions to incentivize work, but not on a large scale.

The RDD, however, had a negative impact on earn-
ings in Louisville, with the control group out-earning the
new rent rules group by a statistically significant margin
of $2,631. The existing rent rules group was also more
active in the labor market with an average quarterly em-
ployment rate of 62.6 percent compared to 61 percent.
It is important to consider that 22 percent of the new
rent rules group opted out but remained in the data set.
This discrepancy might explain the negative outcomes
in Louisville, but it is unlikely. The opt-out participants
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should have mirrored their control group counterparts, so
it is possible that the opt-out participants instead raised
the employment rate and earnings for the new rent rules
group, and the negative impacts are even more dramatic
than the data suggests. Overall, the inconsistent findings
of the RRD suggest that PHAs’ annual recertification
does not disincentivize working.

The Santa Clara County Housing Authoritys Re-
sponse to Budget Cuts

Similarly, Castells (2020) analyzed the impact of
increasing HCV recipients’ T'TPs on labor outcomes
in Santa Clara, CA. This study follows the Santa Clara
County Housing Authority’s (SCCHA) response to the
2013 federal budget cuts to the HCV program. By rais-
ing tenant rent contributions and adjusting the voucher
size policy, the SCCHA responded to these budget cuts
without any households losing assistance. The first policy
change increased the tenant rent contribution from 30
percent of adjusted income (approximately 28 percent of
gross income) to 35 percent of gross income. This switch
meant that allowances and deductions for things like
childcare and medical bills were no longer considered in
TTP calculations. In 2014, when federal funding in-
creased, the rent contribution was lowered to 32 percent
of gross income.

The second policy change decreased voucher sizes.
Previously, households were allotted a bedroom for heads
of households and their spouses, as applicable, plus a
bedroom for each household member of different genera-
tions and sex, so long as the resident was over five-years
old. The policy change allocated a bedroom for the heads
of households and their spouses, as applicable, and ad-
ditional rooms for every two household members, regard-
less of age, gender, or relation. Thus, this policy change
left 17 percent of all SCCHA HCV households and 23
percent of its nonelderly, nondisabled households with
smaller vouchers. All in all, these policy changes, which
affected all SCCHA tenants, resulted in an approximate
decrease in housing subsidies of $1,600 in year one,
$1,550 in year two, and $1,330 in year three per house-
hold.

Next, Castells compared labor outcomes in Santa
Clara to those of the Housing Authority of the County
of Alameda, the Housing Authority of the County of San
Mateo, and the San Francisco Housing Authority. The
study ultimately found no improvements in earnings or
employment among SCCHA tenants over the four-year
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Exhibit 4:
Impacts on Employment and Earnings Within 42 Months of Follow Up:
Heads of Household

New Rent Existing Difference
Outcome Rules Rent Rules {Impact) P-Value
All PHAS
Ever Employed (%) 78.9 78.8 0.1 0.905
Average Quarterty Employment (%)
Year 1 55.8 54.6 1.3 0.095
Year 2 £8.1 57.3 0.7 0.415
Year 3 58.7 58.9 -0.2 0.792
Full Period 57.6 57.2 0.5 0.523
Total Eamings ($)
Year 1 10,133 8,873 159 0.415
Year 2 11,747 11,486 260 0.294
Year 3 12,663 12,886 -223 0.428
Full Pericd 41,074 41,046 28 0.970
L Ll 'S
Antonie Combined
Ever Employed (%) 822 g2.8 -0.6 0.560
Average Quarterty Employment (%)
Year 1 614 589 16 0.093
Year 2 61.2 60.7 0.6 0.589
Year 3 61.7 62.3 -0.6 0.571
Full Period 61.5 61.2 03 0.737
Total Eamings ($)
Year 1 10,047 9,737 an 0.160
Year 2 11,146 10,862 284 0.309
Year 3 12,014 12,301 -287 0.355
Full Period 30,482 39,489 -7 0.994
Created using data rom iceio, Jamas, et al. “The Rent Roform Demonsirsion

Imgacts on Work, Houtng, and Wel-Baing Afer 42 Months,”
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Exhibit 5:

Impacts on Employment and Earnings Within 42 Months of Follow Up,

by PHA: Heads of Household

Mew Rent Existing Difference
Outcome Rules Rent Rules {Impact) P-Value
Lexington
Ever Employed (%) 86.3 833 3.0 0.132
Average Quarterly Employment (%)
Year 1 65.5 642 13 0.505
Year 2 64.8 G1.8 3.1 0.167
Year 3 67.0 63.7 33 0.150
Full Period 66.2 63.4 2.7 0.134
Total Eamings (3)
Year 1 10,204 10,102 102 0.827
Year 2 11,346 11,489 857 0.145
Year 3 12,637 11,848 788 0.243
Full Period 40,791 39,039 1.751 0.330
Louisville
Ever Employed (%) B1.5 833 -1.8 0.233
Average Quarterly Employment (%)
Year 1 60.9 59.6 1.2 0.412
Year 2 6.7 62.3 1.7 0.303
Year 3 61.7 65.2 =3.5 0.039
Full Period 61.0 B2.6 -1.6 0.235
Total Eamings (3)
Year 1 10,164 10,029 135 0.716
Year 2 11.236 12,027 =T 0.088
Year 3 12,314 13,646 -1,333 0.009
Full Period 40,288 42,915 -2.631 0.063
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follow-up period. SCCHA’s quarterly unemployment
rate and average earnings followed similar trends to its
comparable PHAs. SCCHA's quarterly unemployment
rate remained similar to Alameda’s unemployment rate
throughout the duration of the study and remained
below San Mateo’s and San Francisco’s unemploy-
ment rate, except for some slight overlap between the
unemployment rates of SCCHA and San Francisco in
late 2012 and early 2013. Overall, however, SCCHA’s
unemployment did not change in comparison to simi-
lar PHASs that did not adopt the more demanding rent
rules. Similarly, SCCHA'’s average quarterly earnings
remain consistent with those of Alameda County’s PHA
and below those of San Mateo’s and San Francisco’s
PHAs through the duration of the survey. The fact that
SCCHA’s unemployment rate and average quarterly
earnings did not improve in comparison to the control
PHASs suggests that increasing the TTP did not incentiv-
ize working.

Additionally, the study compared the deviations of
actualized employment rates and average earnings from
predicted employment rates and average earnings for
both SCCHA and a group of comparable PHAs. Further
analysis revealed that neither group’s actualized employ-
ment rates or average earnings deviated far enough from
the predicted rates for them to be statistically significant.
These findings further suggest that these policy changes
did not incentivize working. Finally, only small and
statistically insignificant increases in SCCHA’s employ-
ment rate and earnings were observed over the duration
of the study. These findings further suggest that the rent
reforms had no impact on labor market outcomes.

VI. The Solution: Mixed-Income Housing

Based on the failure of the Rent Reform Demon-
stration and SCCHA’s experimentation with the TTP
calculation to increase labor force participation, it is
likely that the Department of Housing and Urban De-
velopment (HUD) must look to experimental measures
beyond rental calculations to create better outcomes for
its tenants. This point is further emphasized by the over-
whelming evidence that public housing tenants face both
personal and structural external barriers to employment,
many of which could be possibly eliminated through
government programs.

Recognizing these issues, HUD launched the Rental
Assistance Demonstration (RAD; Castells, 2013) in an
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attempt to increase wellbeing and prosperity for its ten-
ants and to better utilize its economic resources. This
program promotes public-private partnerships, so that
private developers can assume management of existing
public housing developments or construct new develop-
ments with a portion of units designated as affordable.
Tenants in these units receive Housing Choice Vouch-
ers (HCVs), so that tenants pay their TTP directly to
the landlord, and the PHA guarantees the remaining
housing assistance payment. This system allows PHAs to
provide housing units to low-income families without
being responsible for maintenance, and thus more ef-
ficiently allocate their budgets. Additionally, developers
benefit from participating since they are guaranteed rent
by the federal government, against which they are able to
borrow. Hence, this program has proven largely success-
ful for both developers and PHAs.

RAD has allowed for the gradual emergence of
mixed-income housing, an affordable housing solution
that allows low-income tenants to live alongside market-
rate tenants in identical units. Under the traditional
mixed-income housing model, a development designates
units as low-income, affordable, and market-rate. Low-
income families receiving housing assistance use their
HCVs to then live in a housing development alongside
market-rate tenants, and are no longer stigmatized by
the shortcomings of public housing that can affect work
outcomes.

By better addressing the external factors that have
been proven to disincentivize work, mixed-income
housing leads to better employment and earnings out-
comes for its tenants. David Fink, the staff director of
the HOMEConnecticut campaign, explains the benefits
of mixed income housing in his 2013 Tedx Talk, “Why
Mixed Income Housing.” He highlights the impact of
children’s zip codes on their education, security, job
and networking opportunities, food quality, and other
community resources. Public housing developments
tend to be in less affluent zip codes that are associated
with crime, violence, and underfunded schools (ibid).
Low-income neighborhoods also tend to have worse air
pollution, which greatly contributes to the stark differ-
ence in asthma rates for low-income and high-income
children (14.8 percent compared to 6.8 percent; Rabin,
2021). Mixed-income housing allows recipients of hous-
ing assistance to relocate to better opportunity zip codes,
breaking down segregational housing barriers and closing

the achievement gap (ibid).

Harbor Point in Boston serves as an example of
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mixed-income housing’s potential to transform resident
outcomes. Originally named Columbia Point, the devel-
opment opened in 1954 to house middle-income white
families. By the mid-1960s, as public housing devolved
into a last resort for poor African American families,
Columbia Point was in a state of chaotic disrepair. Cuts
to the Boston Housing Authority’s (BHA) budget and

a policy that no longer allowed management to enforce
proper maintenance of units brought the project’s decay
to the point that residents interrupted a December 1969
BHA board meeting to deliver jars of cockroaches and

a Christmas tree decorated with mice, all of which had
been caught by the residents in their units. In addition
to unsanitary conditions, Columbia Point became so
unsafe that taxis, fire fighters, and ambulances refused to
enter the development without police escorts (Roessner,

2017).

These horrific conditions continued until 1983
when two private developers, Corcoran Mullins Jen-
nison (CMJ) and Columbia Associates, jointly assumed
ownership of the development. The developers had an
ambitious goal to increase the number and quality of the
units and introduce market-rate tenants to the devel-
opment. Their vision was a success. When it reopened
under the new name of Harbor Point in 1991, the
development was a thriving mixed income and mixed-
race community. This profitable, privatized arrangement
maintains the housing development to market-rate
standards, allowing re-investment of revenue into com-
munity-enhancing services, such as after-school pro-
grams, goat yoga, and tuition assistance. Harbor Point
was ultimately so successful that the HCV program was
partly inspired by it (ibid).

A key aspect of Harbor Point’s success is its partner-
ship with Housing Opportunities Unlimited (HOU),
an outsourced firm that specializes in tenant relation-
ships. HOU representatives at Harbor Point meet regu-
larly with tenants receiving housing assistance to quickly
identify issues affecting tenant outcomes. For instance, if
they see a child acting out, a HOU representative would
reach out to the parent(s) to help understand the root of
the problem and then work with them to provide solu-
tions for the child. Overall, Harbor Point has become a
much happier and more successful community since the
implementation of mixed-income housing and now is
able to provide its tenants with the necessary resources to

thrive (ibid).
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V. Conclusion

Despite public housing’s deeply rooted negative
stigma, housing assistance is an inarguable necessity in a
nation with only 29 affordable (and suitable) market-rate
rental units for every 100 extremely low-income house-
holds (Urban Institute, n.d.). Still, the argument exists
that public housing, in its current form, disincentivizes
working. The income effect implies that housing assis-
tance inherently increases a household’s disposable in-
come by decreasing their rent expense, therefore allowing
public housing tenants to maintain or even increase their
standard of living while working less. Similarly, the sub-
stitution effect implies that the Total Tenant Payment
(TTP)’s marginal tax on earnings lowers the return-per-
hour worked, which disincentivizes working (Castells,
2020). Additionally, Painter (2001) and Jaramillo, Rohe,
and Webb (2020) highlighted public housing’s role in a
larger welfare trap, while Howard Husock (2019) details
the New York City Housing Authority’s dependency
trap, in which almost half of its residents have received
housing assistance for over 20 years. Finally, Castells
(2020) summarizes existing literature that finds tenants
decrease their labor force participation upon receiving
housing assistance.

Yet, strong evidence also exists that public housing
tenants face personal and structural barriers to em-
ployment, such as lack of childcare and transportation.
Riccio et al. (2017) find that more than half of respon-
dents faced an employment barrier, with the two most
prevalent being health concerns and childcare. Jara-
millo, Rohe, and Webb (2020) reafhirm these findings,
concluding that employment barriers are a key deter-
minant of labor force participation for public housing
tenants. Based on this evidence, HUD could best serve
its tenants by prioritizing programs that address the
most common of these employment barriers. For in-
stance, public housing developments could provide free
childcare for working parents, and their management
could work with local governments to facilitate nearby,
reliable public transportation. PHAs could also partner
with organizations like Housing Opportunities Unlim-
ited (HOU) to address tenant needs. At the very least,
however, HUD should provide its tenants with livable
units in safe neighborhoods, which is unfortunately far
from the current reality. Thus, HUD’s recent efforts to
ameliorate public housing give hope that PHAs will use
successful mixed-income developments like Columbia
Point as inspiration for improving tenant outcomes.
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