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Fiscal Impacts of the MEED Program

This memo is an analysis of the economic impacts of the MEED program based
on MEED data and the assumptions provided to us.

The

factors considered include:
#* Increased income tax payments from program participants

¥ Tncreased income tax payments from participants retalned in private
sector jobs after the six-month subsidy ended

# Increased income tax payments from workers in jobs induced by
spinoff economic activity

* Savings in General Assistance (GA) payments by state and county
governments

% Savings in General Assistance Medical Care (GAMC) payments by state
and county governments

This analysis underestimated the full fiscal impact by omitting a number
of other offsetting factors, Increased sales tax payments, savings on
food stamps, and other public assistance and social service expenditures
were not included in the analysis. Likewise, increased income tax
payments by participants retained in public sector jobs after the
six-month subsidy ended were not included. '
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BASIC DATA
The basic data used in this analysis covering the period July 1, 1983
through December 31, 1985 (the end of the program) are as follows:

Increased Tax Revenues

Public Sector Job Slots (six-months)

(a projection from 6,288 slots )

through Nov. 1984) 7,494 {a}
Permanent Private Sector Job Slots

(a projection from 9,400 slots

through Dec. 1984) 9,900 {a,b}
Induced Jobs (based on MN Dept. of Revenue

Forecasting & Simulation Model) 2,900
Hourly Wages in Public Sector Job Slots $4.00 per hour
Hourly Wages in Private Sector

Jobs (actual program data) $5.02 per hour
State Tax Rate Applied to

Personal Income 4.5%

Percentage of Private Sector Jobs

Maintained after Subsidy Ends

(actual to date - 97.5%) 95%
Estimated Percentage of Private

Sector Jobs That Would Not Have

Been Created Without Program 63% {c}
GA & GAMC
Percentage of Participants Eligible for
GA & GAMC (actual cumulative data) 39% {d}
Monthly GA Payments Avoilded $199/person/month
Monthly GAMC Payments Avoided $144/person/month
Duration of GA & GAMC Savings in Retained

Private Sector Jobs after Subsidy Ends 5 months {e}

{a} Some participants did not complete the six-month subsidy period and
employers filled the vacated positions with other MEED enrollees., Thus,
for example, the total enrollment of 11,183 in the private sector through
December 28, 1984 exceeds the 9,400 private sector job slots subsidized by
MEED during the same period.

{b} Since May 1984, 65% of the participants have been in private sector
Jjobs,

{c} To be conservative in our estimates, it was assumed that only 63% of
the private sector jobs would not have been created without the subsidy.
This is based on the results of the Jobs NOW survey of over 3,200
participating businesses, MEED Means Business (December 1984).

{d} In recent months, a higher percentage of participants were eligible
for GA and GAMC - 45.,8% from May 1 to November 31, 1984. Thus, GA and
GAMC savings could be greater than estimated here.

{e} Jobs retained in the private sector by persons otherwise eligible for
GA continue to generate savings in GA and GAMC. Five months, the average
length of enrollment in GA, is used to estimate the avoided GA and GAMC
costs from the retained private sector jobs.
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SIC FINDINGS

August 1, 1983- =
December, 1985 1986

Total Cost of Program " $100.0 M -

Overall Increase in State

Income Tax Paypents ﬁ2.9 M{a}. $ 6.4 M{b}
GA Savings 4.0 M 3.8 M
GAMC Savings J0.2 M 2.8 M
TOTAL $37.1 M $13.0 M
Net Cost éf Program ' $62.9 M $49.9 M

Thus, 37 percent of the $100 million expenditure will be recovered during
the duration of the program. By the end of 1986, one-half of the
expenditures will be recovered.

County governments throughout the state share in the savings as
follows:

1983=-85
State  County Total
State Income Tax $12.9 M - $12.9 M
General Assistance 10.5 M $3.5M 14,0 M
Medical Benefits 9.2. M 1.0 M 10.2 M
Total $32.6 M $4.5 M $37.1 M

{a} Based on $282 M in personal income.
{b} Based on $143 M in personal income.
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