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Executive Summary

The US economy is undergoing a fundamental shift.

Fifty years ago, the average worker expected to stay with one employer for the duration of their career, and that employer
provided a full suite of benefits that guaranteed economic security to the worker and their family.

Today traditional full-time employment is no longer the norm. More people—including the majority of Etsy sellers—work
independently and combine income from multiple sources. As a result, a growing number of people lack access to the
benefits that ensure basic economic security.

To date, proposals to address these challenges have focused on incremental reforms that attempt to retrofit 20™-century
systems into a 21%t-century economy. Though well intentioned, this approach fails to cover all of the people who are
impacted by the changing economy. It’s time to start thinking bigger and reimagine a world that guarantees a social

safety net to everyone who works, regardless of how they work.
We start from the basic premise that everyone needs:

A single place to manage benefits, regardless of income source

Tying benefits to employment excludes too many workers and results in economic inefficiencies. We
propose creating a Federal Benefits Portal, which would tie all benefits (retirement, health insurance,
paid leave, tax-advantaged savings accounts, disability, etc.) to the individual, providing a single

marketplace to view, choose and pay for their benefits, regardless of where or how they earn income.

A simple, common way to fund those benefits

Although payroll has been a useful way to administer benefits, it excludes everyone working outside
traditional employment. We propose using tax withholding as the universal means to administer
benefits contributions, enabling both employees and 1099s to withhold their Social Security and
Medicare taxes from their pay, as well as an additional percentage of pre-tax income to fund benefits.
All withheld pay and matching contributions would be routed to an individual’'s account on the Federal

Benefits Portal, where they could allocate consolidated contributions across plans.

A way to manage income fluctuations

Those outside traditional employment often experience considerable income volatility, and lack
income protections like minimum wage or unemployment insurance. We propose combining all
existing tax-advantaged savings accounts (health, dependent care, parking and transportation)
into a single MyFlex Account, which anyone could use to manage short-term income fluctuations
throughout the year. To manage more catastrophic income loss, we propose expanding the Earned
Income Tax Credit and allowing it to be administered quarterly.

These proposals are not meant to be prescriptive, but rather the beginning of a conversation. In publishing this paper,
we hope to broaden the scope of the current debate about the future of work in the US, and put forward ideas upon
which others might build. We are deeply appreciative of our advisors who have lent their ears, brains and imaginations
throughout the process, and look forward to continued discussion with collaborators both old and new.



The changing nature of work in the US

Imagine your typical full-time employee—let’s call her
Denise. Denise works full-time as a paralegal at a mid-sized
law firm. Her employer gives her a regular paycheck, as
well as access to affordable healthcare, retirement savings
and a flexible spending account. Denise gets a good deal
on her benefits because her employer negotiates group
discounts, pools her risk with her colleagues and assumes
the research and administrative costs. It's easy for Denise
to contribute to her benefits because her contributions are

deducted from her paycheck.

Denise’s income is predictable and protected by labor laws
like minimum wage. If she is hurt on the job or laid off, she
has access to workers’ compensation and unemployment
insurance. If Denise decides to start a family, her employer
guarantees paid family leave and provides access to
tax-advantaged savings accounts for childcare. Denise
considers herself a stable individual. She works year round
and takes a well-deserved vacation every August.

Now consider Denise’s friends—let’s call them Susan, Mike
and Elaine. They all earn income outside of the traditional
employee-employer relationship. Susan is a freelance
graphic designer who earns income on a project basis
from several regular clients. Mike is a handyman who is
paid hourly and finds work through Thumbtack, Angie’s List

and word of mouth. When work slows down in the winter,
he occasionally picks up extra cash driving his car for
Uber and Lyft. Elaine is a creative entrepreneur who runs a
successful retail home goods shop on Etsy, sells her items
wholesale to local boutiques and occasionally writes for
design blogs.

Susan, Mike and Elaine are all self-employed, independent
workers who love the flexibility, independence and
personal fulfillment they get from their work. Yet the
nature of their jobs requires them to research, enroll and
pay for their benefits on their own. Because their income
fluctuates, it's difficult to set up automatic contributions
and they often fail to fund their benefits at all.

All three have health insurance they bought through

the federal health insurance exchange. Susan has a
self-funded IRA where she makes deposits when her
accountant reminds her to do so. Mike and Elaine rolled
their retirement savings into an account when they left
their previous employers but haven’t contributed since. If
Mike is hurt on the job, he has no short-term disability or
workers’ compensation insurance to protect him. If Susan’s
clients cut a project short, she has no unemployment

protection beyond her savings.

It's not just a few freelancers or gig workers who are living

DENISE

« Employer provides access to affordable
benefits and assumes administrative burden

« Contributions are automatically deducted
from her paycheck

» Income is predictable and protected through
minimum wage and unemployment insurance

)

SUSAN, MIKE AND ELAINE

« Lack access to group-rate benefits and must
find alternatives on their own

« Self-fund from checking account when they can

« Income fluctuates and lack protection from
major income loss




precariously—Susan, Mike and Elaine’s experience is
reflected in larger economic trends. Though definitions
and estimates vary, the Government Accountability
Office estimates that 40.4% of the workforce in 2010 was

compromised of contingent workers.!

More people are earning income from multiple employers,
contracts or platforms—not necessarily just one job

and one income stream. Between 2014 and 2015, the
percentage of people earning income from multiple jobs
jumped from 15% to 22%,% according to the Federal
Reserve. Economists Katz and Krueger report that there
was an increase of 9.4 million workers in “alternative work

arrangements” over the last ten years.*
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40.4% of the workforce
is comprised of
contingent workers

Many of the 1.7 million people who sell goods on Etsy
reflect these trends as well. The vast majority of Etsy sellers
—86% of whom are women—are sole proprietors working
alone out of their homes. While 30% of Etsy sellers focus
on their creative business as their sole occupation, 65%
said they started their Etsy shop as a way to supplement
income. On average, an Etsy seller’s creative business

contributes 15% to her total household income.®

Furthermore, many Etsy sellers are self-employed

and combine income from multiple sources. The
majority—51%—work independently, meaning they

either run their creative businesses full-time or they are
self-employed or work part-time in addition to their Etsy
businesses. Only 36% have full-time employment outside
their creative business.

EMPLOYMENT AMONG ETSY SELLERS

36%
Full-time
Employee
51% ey
Independent
Workers 1%
Unemployed
2%
Other
Independent Workers 51%
Creative Business 30%
Self-employed 10%
Part-time 10%
Temps 2%

Yet, Etsy sellers are different than the on-demand workers
who have dominated the public debate thus far. These
workers operate in the service sector, where they are

paid by the hour or ride, and often depend wholly on
technology to find work. Etsy sellers operate in the retail
sector, earning money when they sell goods, and often
sell the same goods online and offline. Whereas people

in the on-demand sector are subject to misclassification
concerns, these issues aren't relevant to an Etsy seller who
self-identifies as a business owner, not a worker.

ETSY SELLERS DIFFER FROM ON-DEMAND WORKERS

ON-DEMAND WORKERS ETSY SELLERS

Service Sector Retail Sector

Paid hourly (or per ride) Paid when goods sold

Find work online Sell goods online and offline

Misclassification issues No classification issues

Identified as workers Identified as business-owners

To date, “gig economy” and future of work discussions
have been too narrowly focused on on-demand

workers and the platforms that host them. The focus

on this segment of non-traditional work has yielded
well-intentioned but misguided efforts to retrofit the
employer-based benefit system to the new way we work,

largely through efforts to classify workers in a new way,



or otherwise require platforms to play the role previously
required of employers.

The problem with these proposals is that they exclude
large swaths of people who are impacted by the changing
economy, but don't earn income online or even work in
the service sector. It's important to remember that these
shifts in the nature of work have been underway for some
time and affect more people than those who earn income
online. For example, film editors, nannies and artists have
worked independently for decades, and the working poor
have experienced the challenges of combining income
from multiple unstable jobs for even longer.

We need to broaden the conversation and start articulating
alternatives that work just as well for Susan, Mike, Elaine
and Denise. Uber drivers, Etsy sellers, school teachers,
dental assistants, musicians, magicians and meteorologists
alike deserve the freedom and peace of mind that
accompanies comprehensive economic security.
Ultimately, we need a social safety net that works for
everyone who works, regardless of how they earn income.

Luckily, we're not starting from scratch. The proposals
outlined in this paper are largely informed by existing
models and the work of outstanding scholars in diverse
fields. We humbly submit the following proposals in the
spirit of open conversation and collaboration.
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One place to manage benefits, regardless of income source

Employer-based benefits exclude too many people

and create economic inefficiencies

Employer sponsored benefits are certainly a pillar of
financial stability for full-time workers. According to

data from the Bureau of Labor Statistics, 88% of full-

time workers have access to healthcare through their
employers and 80% have access to retirement benefits.®
Unfortunately, fewer people have access to those benefits
every year. The Kaiser Family Foundation reports that the
percentage of non-elderly workers covered by employer
sponsored insurance has declined over the last 15 years.”
Further, the Center for American Progress reported that
“in 2015, only about one in four jobless workers received
[unemployment insurance] benefits at all—a historic

low.” & Individuals who fall outside of the traditional
employment relationship can access some traditional
benefits and savings vehicles, but without the negotiating
power to secure group rates or the means to pool risk or

administrative costs.

Tying benefits to employment also creates economic
inefficiencies. For example, every job change results in

a major benefits disruption, requiring individuals to find
new doctors, roll-over their retirement accounts, spend
down their flexible spending accounts and adjust to a new
set of cost sharing and matching rules. According to the
Government Accountability Office, over the last decade,
“25 million participants in workplace plans separated from
an employer and left at least one individual account behind

and millions left two or more behind.” @

Further, multiple studies have shown that employer-
sponsored benefits prevent people from leaving a job™

or starting a business of their own." This phenomenon

of staying in a job because of the benefits provided by

an employer, often referred to as “job-lock,” hampers our
whole economy by keeping workers in less productive jobs
and reducing the number of would-be entrepreneurs.

Finally, it's incredibly difficult for individuals to get the
whole picture of their financial security when their personal
safety net is spread across multiple accounts. Managing,

changing or even viewing the disparate pieces of their
safety net is a challenge that affects nearly all working
Americans—employee and independent worker alike.
We need one place to choose and manage our benefits,
regardless of how we earn income.

A Federal Benefits Portal

We propose creating a Federal Benefits Portal that allows
individuals to view and enroll in the benefits that are right
for them, regardless of how they earn income. Much

like the system that allows federal employees to view all
available healthcare, retirement and pre-tax purchasing
plans in one place, the portal would encompass all
benefits—health insurance, retirement savings, tax-
advantaged savings, disability insurance, workers
compensation, unemployment insurance, paid leave,
Social Security and Medicare.

All plans would be registered on the portal, including
private plans available on the individual market, employer,
union, association and government plans. An individual
would only see the plans for which they are eligible to
enroll and could voluntarily disclose their participation

in closed group plans—such as an employer, union or
partner’s plan—to see a more comprehensive picture of
their social safety net (though enrollment and payment for
these plans would not be administered through the portal).

ONE PLACE TO VIEW AND MANAGE BENEFITS

MY BENEFITS

Blue Cross Blue Shield PPO
Fidelity 401(k)
Wage Works FSA

YOUR ELIGIBLE
PLANS

Fidelity 401(k)
E-Trade Roth IRA

State Disability Insurance

State Paid Family Leave
MyRA

FIND MORE...

Social Security and Medicare



To better serve non-traditional workers, we propose
amending the current rules to allow associations,
platforms and worker groups to offer group plans to their
membership as well.2 Should the individual choose to
change their benefits, the portal would be structured to
allow simple roll-over between plans.

All contributions to pay for benefits would be made
through the portal and tied to the individual's account.
Money withheld from an individual's paycheck, matched by
an employer or withdrawn directly from their bank account
would be consolidated in the portal and routed to the
plans they select. Building on the learnings from behavioral
economics, one could imagine the system nudging
individuals to enroll in a comprehensive suite of benefits

depending on information they choose to disclose.

ONE PLACE TO ROUTE ALL CONTRIBUTIONS

MY MONTHLY
CONTRIBUTIONS

MY BENEFITS

Withheld  Matched ~ Personal SUM

Blue Cross Blue Shield PPO $250 $100 $350
Fidelity 401(k) $150 $150 $300
Wage Works FSA $50 $50 $100
State Disability Insurance $25 $100
State Paid Family Leave $25 $25
Social Security and Medicare $125 $125

The portal’s user interface should be intuitive, building

on innovations in the private sector like Mint, which have
made daunting tasks like banking, budgeting and financial
planning more manageable. Indeed, one could imagine
enabling private-sector actors to build customized user
interfaces, for example through an API, that better serve a
particular segment of the market. Worker groups, brokers
or private companies might play such a role, providing
their members or clients with a tailored suite of benefits.
While providing adequate security and privacy protections,
such a structure could also allow third-party tools to build
additional services on top of the portal, like bookkeeping or
tax preparation.

Building on existing models

The Affordable Care Act was an important step toward
uncoupling work and benefits, making health insurance
accessible for millions of people. Since the ACA became
law in 2010, the uninsured rate across the United States
decreased by 43%,'® bringing more individuals and
families into coverage and making health insurance more
portable. Though not perfect, the Federal Health Insurance
Exchange and the revamped healthcare.gov provide a
model to build upon and improve, enabling individuals
and small businesses to easily compare plans and access

benefits outside the employer-based system.



A simple, common way to fund benefits

Most benefits are administered through payroll,
leaving independent workers out

In the current system, payroll is the primary tool we use

to administer our social safety net. Employers withhold

the employee’s portion of FICA taxes through payroll

to pay for Social Security and Medicare. Employers
administer health insurance premium payments, retirement
contributions and tax-advantaged savings through payroll.
Even new proposed benefits, such as paid family leave or
automatic IRAs, often depend on the payroll systems for
administration.

While this approach certainly works for those who are
employed, it excludes the 15 million Americans who are
self-employed or independent workers,'* leaving them on
their own to fund both voluntary benefits like retirement
savings, as well as federally mandated ones like Social
Security and Medicare, which are funded through self-

employment tax.

The burden for self-employed individuals and independent
contractors is considerable. They face onerous tax filing
obligations four times every year and pay both sides of
FICA taxes, doubling the incidence of the tax owed to the
IRS. In addition, they must find benefits on their own and
self-fund them—a complicated process that prevents many
from funding their benefits at all.

The implicit advantage of automatic withholding create an
unnecessary disparity for the millions of people earning
income outside of the employee-employer relationship.
As more people move into independent work and self-
employment, we need a more universal system to collect
the contributions that individuals make to fund their
benefits.

Universal Withholding

We propose that tax withholding replace payroll as

the primary means to collect and administer benefits
payments for both employees and the self-employed. To
accomplish this goal, we propose two major changes to

the tax withholding system.

First, individuals who receive income from a 1099 should
be able to optionally withhold self-employment taxes from
their payment. Already, these individuals must fill out a
W-9 form in order to receive payment. Just as an employee
must make choices about withholding thresholds when
they complete a W-4, so too would 1099s determine the
level of income and self-employment tax that should

be withheld from their payment on a W-9. To account

for businesses where expenses may considerably offset
revenues (for example, a jewelry maker selling goods on
Etsy), individuals could choose to withhold taxes from only
a portion of their income, better aligning the amount of tax
withheld to their likely tax liability.

Second, individuals—both traditional employees and
independent workers—should be able to elect an
additional percentage of their income that payors must
withhold to fund contributions into their benefits account.
The same election could be made via W-4 or W-9 forms

that these individuals already complete.

Under this proposed system, any payor, regardless

of whether they pay someone as an employee or an
independent contractor, would be required to withhold
both tax and benefits payments, report the amount
withheld to the IRS, and make the appropriate payment to
the Federal Benefits Portal, which would in turn send the
appropriate tax payment to the IRS. From the perspective
of the individual, all contributions routed through the portal

would be consolidated into one simple view.

This system would not increase the paperwork or
reporting requirements for payors, as they must already
collect and report this information via a 1099-M if they
pay an individual more than $600 annually for a service,
or a 1099-K if they process more than 200 transactions
exceeding $20,000. To include more individuals, policy-
makers could also consider harmonizing the reporting
thresholds for 1099-Ms and 1099-Ks. It's important to note
that by limiting this proposal to those whose income is

reported via a 1099, this proposal excludes undocumented



workers and others who operate in the cash economy,
though it would not preclude them from self-funding their
benefits through the Federal Benefits Portal.

To be sure, our proposal would shift some of the burden
for benefits administration from the individual to the entity
paying them, requiring payors to withhold and remit taxes
and benefits payments to the portal. We believe this shift
in responsibility makes sense as more and more people
work independently. However, recognizing that payors are
sometimes individuals themselves, the system must be
simple and easy. For this reason, the portal must be built as
a two-sided, user-friendly marketplace, in which any payor
can easily report income paid and withheld, as well as
transfer payments. If the portal were built with an open API,
as previously suggested, one could imagine organizations
and companies that serve small employers building a user-
friendly interface for these groups as well.

Building on existing models
Already, policymakers are thinking along these lines. Like,

Senator Elizabeth Warren recently noted, “If Social Security

A SIMPLE WAY TO WITHHOLD BENEFIT PAYMENTS

is to be fully funded for generations to come, and if all
workers are to have adequate benefits, then electronic,
automatic, and mandatory withholding of payroll taxes
must apply to everyone—gig workers, 1099 workers, and

hourly employees.®

Further, we know from behavioral economics that
individuals are much more likely to save and fund

their benefits if they are automatically enrolled into a
payment system that allows them to “set it and forget
it.” At Prudential Retirement, one of the country’s largest
providers, auto-enrollment plans have a 45% higher
participation rate than opt-in plans.'® States like lllinois,
California and Oregon have enacted Secure Choice
retirement savings plans that automatically enroll
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employees through payroll,'” basing their plans on several

studies that show participation and contribution rates
are significantly higher under automatic enrollment.'81®
By creating an opportunity for any individual to take
advantage of auto-enrollment, we would dramatically
increase savings rates, not to mention tax compliance,

across the country.2°

W-4

@’ YES! Please withhold _4%
from my paycheck for benefits

W-9

MYES! Please withhold my
self-employment taxes.

MYES! Please withhold _4%
from my paycheck for benefits




A way to manage income fluctuations

Managing unpredictable income fluctuations is

difficult for independent workers

One of the major challenges of self-employment and
independent work is managing unpredictable income
fluctuations. For example, Etsy sellers like Elaine may earn
a major portion of their annual income during the holiday
season, only to experience a significant downturn in sales
during January. Susan may not be able to find new clients
while she works on a big project. Mike may not be able to
work due to an injury.

While full-time employees like Denise have income
protection through a steady paycheck and unemployment
insurance, independent workers are not protected from
these income shocks in the same way. Income volatility
dramatically impacts overall financial security. When
income dips, a family may not have the ability to cover
their monthly expenses. In some cases, work may dry up
altogether, leaving many to struggle on their own without
the protection of unemployment insurance.

Income volatility is widespread and affects more than just
independent workers. A 2015 Pew poll found that 60% of
Americans had experienced either a significant income
drop or unexpected expense in the past year,?' while a
study from JP Morgan Chase found that 40% of individuals
saw more than a 30% month-to-month fluctuation in
income.?? These month-to-month income fluctuations,
referred to as intrayear volatility, are often masked by

the data that is tracked and reported on annual income.
According to the Aspen Institute’s Financial Security
Program, “intrayear volatility complicates a household’s
ability to access safety net programs.”?3 To bolster overall
economic security, Americans need a way to manage both
short-term income fluctuations and long-term catastrophic
income loss.

MyFlex Accounts: Tax advantaged savings

To help people manage the short-term income fluctuations
that come with independent work, we propose establishing

10

a single MyFlex account, where an individual could set
aside up to $13,62024 per year in pre-tax income and use
that money to pay for qualified medical, dependent care,
transportation and parking expenses. Allowing individuals
to spend pre-tax dollars on such expenses would
incentivize savings for periods of low or no income, while
also limiting the tax preference to appropriate uses.

As a society, we have already recognized the need for

such vehicles by establishing pre-tax savings accounts

for medical, childcare and parking and transportation
costs. However, the rules that apply to these accounts vary
by function (the money set aside in flexible savings and
dependent care accounts disappears if it goes unused, for
example), and access to most of these benefits is limited to
those who can fund them through their employer. Further,
individuals who take advantage of these benefits must
manage savings and expenditures for each purpose from
separate accounts. They risk losing their money if they fail
to accurately predict their spending in each category at the
beginning of the year.

We need a universal, simple and flexible approach to
smoothing income over time and ensuring that individuals
can pay their bills when they need to. Under our proposal,
anyone would be able to set aside up to $13,620 (the sum
of the maximum contributions for all existing accounts) in
pre-tax dollars into a single MyFlex account. They could
use the pre-tax dollars in that account for any of the
allowable purposes. Any leftover money in an individual's
MyFlex account would roll over yearly. If desired, the
balance could be deposited in their prefered retirement

savings vehicle.

Such a system would allow a family with unexpectedly
high medical costs to cover them one year, while enabling
them to divert funds into dependent care the next year,
should the need arise. It would also incentivize savings by
reducing the risk of setting aside too much and simplifying
the process of using the funds through a single debit card.
Though the MyFlex Account likely wouldn't cover a family’s
needs in the event of complete job loss, it would help to

smooth income over the course of the year. It would also



be equally available to employees, individuals and those

who earn income from multiple sources.

MyFlex could also help meet the need for paid time off.
Under our proposal, individuals would be able to contribute
the equivalent of 10 days pay into the account, calculated
based on their average daily income over the previous

two quarters. Total contributions for Flex Days would be

capped at $2,280 a year, and taxed when drawn down.2®

CONSOLIDATE PRE-TAX SAVINGS

PARKING

TRANSPORTATION

HEALTH FSA

DEPENDANT
CARE FSA

FLEX DAYS

The MyFlex Account would also accept matching
contributions from payors who choose to participate,
much as some employers choose to match employee
contributions to their retirement accounts. As with
contributions to retirement accounts and health insurance
premiums, these contributions would be tax-advantaged,
incentivizing anyone who pays an individual income to
contribute to their safety net. If paired with our other
proposals, the MyFlex account would be one of the
benefits available through the Federal Benefits Portal, and
could be funded by contributions withheld from a person’s
pay.

Building on existing models

Again, some policymakers are already thinking along these
lines. Senator Sherrod Brown is working on a proposal

to create a Benefits Bank that would allow part time,
independent, and gig economy workers a place to accrue
prorated earnings.2é Along these lines, Nick Hanauer and
David Rolf proposed a “Shared Security Account,” where
workers, regardless of how they earn income, would be
able to accrue prorated, portable, and universal benefits
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and protections through automatic payroll deductions.?’
Care.com recently launched a new product that allows
families to contribute funds into a savings account that
caregivers can use to pay for eligible benefits expenses.

An Improved Earned Income Tax Credit

While the MyFlex account would help individuals manage
the short term income fluctuations that come with gig
work, it would not protect them from long-term job loss.
Under the traditional safety net, unemployment insurance
provides such protection, but as others have pointed out,
this model doesn't work for a self-employed individual
because there is no “insurable event” that could trigger
an unemployment payment.28 Rather, working Americans
need a guaranteed income floor, which would ensure that
no working American falls into poverty.

We already have a model that can be expanded to serve
this purpose. The Earned Income Tax Credit (EITC) has
been the bedrock of anti-poverty programs since the
program’s inception in 1975. President Reagan called

the EITC “the best anti-poverty... measure to come out

of Congress,” during the program'’s expansion in 1986.
The EITC is an especially useful model in light of shifting
employment patterns, because it is not administered
through payroll, and therefore not limited to employees. In
this, it already works equally well for gig workers and those
in a more traditional employment relationships. We should
reform the EITC to guarantee that all working Americans
can rely on a minimum level of income, regardless of how
they work.

First, we propose expanding EITC eligibility to protect a
greater number of workers, and increasing the amount
of the credit across the board. Potential reforms include
lowering the eligibility age from 25 to 21, establishing a
higher credit for childless workers and eliminating the

marriage penalty.2®

Second, we propose allowing the EITC to be calculated and
administered on a quarterly basis, rather than in a lump-
sum distribution once per year. The majority of low-income

Americans that receive the EITC spend roughly 80% of



their credit right away to pay down debt.3° Rather than
waiting an entire year for the EITC and accumulating debt
in the process, the credit should be administered quarterly
through estimated taxes. Though the amount of the credit
would be lower, it would better reflect the needs of workers
in the new economy, providing a more regular infusion of
cash to manage ongoing challenges. Because it would be
based on the previous quarter’s earnings, it would better

reflect their current needs.

The EITC could be administered through the Federal
Benefits Portal, which could have the added benefit of
increasing participation rates in the suite of benefits
available. For example, individuals on the income margins
would have an incentive to make quarterly contributions
to their benefits accounts to lower their Adjusted Gross
Income and thereby increase their credit. If the tax and
benefits systems were fully integrated, one could imagine
enabling these workers to roll their EITC credit directly into
their benefits accounts or defaulting the system to this

choice to encourage savings.®!

TWO APPROACHES TO INCOME VOLATILITY

Building on existing models

Policymakers on both sides of the aisle have gone on
record supporting an expansion of the EITC, including
most recently both President Obama and Speaker

Ryan.32 Several think tanks and policy groups have also
identified tax time as a seamless intervention point to
encourage asset building. For example, CFED has put
forward a proposal to create a Rainy Day EITC to encourage
emergency savings for use later in the year,32 which was
recently introduced by Senators Booker and Moran as the
“Refund to Rainy Day Savings Act” (S. 2797).34 The City of
Chicago recently piloted a version of the quarterly EITC,

in partnership with the Center for Economic Progress,

with overwhelmingly positive results. Participants in the
study were able to receive 50% of the EITC paid out in four
installments the year it was earned, rather than waiting for
the return in the next year. According to the final report,
90% of participants preferred quarterly installments to the

yearly lump-sum.3%

Q1

Q2 Q3 Q4

MYFLEX COVERS SHORT-TERM
INCOME VOLATILITY

EXPANDED EITC PROTECTS
WORKERS FROM
CATASTROPHIC INCOME LOSS
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Economic security that works for everyone who works

There's no doubt that these proposals would constitute

a fundamental shift in the way benefits are financed,
delivered and managed in the United States. Yet, given
the changes underway in the US economy, we believe the
circumstances demand nothing less.

The employer-based benefit system worked when the lines
between business and worker, amateur and professional,
and consumer and provider were clear. Today, participants
in the gig economy operate in the gray areas between
these categories and don't fit neatly into our old buckets.

As the nature of work continues to evolve, so too will our
roles as advocates, employers, platforms, consumers,
business owners and workers. Our proposals offer some

possibilities, but they are by no means exhaustive. We look

A note of thanks

forward to continuing conversations with leaders across
all sectors—business, labor and government—about the
shifting roles that we might all play in the new world of
work.

Ultimately, no matter how you work or who cuts your
paycheck, everyone should have a social safety net that
protects them in times of need. As work changes, more
people will be able to pursue their passions and support
themselves and their families on their own terms. But we
need to give them the financial security and protection to
do so.

If we are to fulfill the promise of a people-centered
economy, we need a social safety net that works for
everyone who works.
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Institute Financial Security Program; David Rolf, SEIU Local 775; Andy Stern, Columbia University; Arun Sundararajan; New

York University; Julie Samuels and Jarret Hova, Tech: NYC; Jennifer Tescher and Rob Levy, Center for Financial Services

Innovation; our friends at Care.com and our in-house specialists and practitioners here at Etsy. The views expressed here

are entirely our own, but they are better for the thoughtful feedback these individuals provided.

13



Authors

Althea Erickson, Senior Director of Advocacy and Public Policy

Althea Erickson is senior director of public policy at Etsy, the marketplace for
creative people to buy and sell unique goods. Althea leads Etsy’'s government
relations and advocacy efforts, focusing on educating and advising policymakers
on the issues that micro-entrepreneurs and creative businesses face.

Prior to joining Etsy, Althea was the advocacy and policy director at Freelancers
Union, where she helped build the membership into a powerful political
constituency, leading its successful campaign to repeal unfair tax laws and
promoting legislation to protect freelancers from unpaid wages. Previously,
Althea worked at the Rockefeller Foundation, where she focused on strategies to
build economic security within the US workforce. She has a BA in government
and public policy from Wesleyan University

llyssa Meyer, Public Policy Analyst

llyssa Meyer is a public policy analyst at Etsy, where she focuses on the
challenges that creative entrepreneurs face when starting and running a
micro-business. Ilyssa researches and analyzes policy solutions that make
it easier for micro-entrepreneurs to start and grow businesses on their own
terms.

Prior to joining Etsy’s Advocacy team, llyssa was a policy and research analyst
at a top ranked government relations firm in New York, where she helped a
diverse set of clients navigate regulatory and legislative challenges. llyssa
holds a BA from Oberlin College, and an MPA from New York University, where

she specialized in the intersections of business and government.

14



Endnotes

1 GAO. “Contingent Workforce: Size, Characteristics, Earnings, and Benefits,” April 20, 2015, http://www.gao.gov/
assets/670/669766.pdf.

2 Federal Reserve Board. Report on the Economic Well-Being of U.S. Households in 2014. 2015. https://www.federalreserve.gov/
econresdata/2014-report-economic-well-being-us-households-201505.pdf.

3 Federal Reserve Board. Report on the Economic Well-Being of U.S. Households in 2015. 2016. http://www.federalreserve.
gov/2015-report-economic-well-being-us-households-201605.pdf.

4 Lawrence Katz and Alan Krueger, “The Rise and Nature of Alternative Work Arrangements in the United States, 1995-2015,” (n.p.,
2016), http://scholar.harvard.edu/files/lkatz/files/katz_krueger_cws_v3.pdf.

5 Etsy. Building an Etsy Economy: The New Face of Creative Entrepreneurship. 2015. https://extfiles.etsy.com/Press/reports/
Etsy_NewFaceofCreativeEntrepreneurship_2015.pdf.

6 Bureau of Labor Statistics. Employee Benefits in the United States—March 2016. US Department of Labor, 2016. http://www.bls.
gov/news.release/pdf/ebs2.pdf.

7 Long, Michelle, Matthew Rae, Gary Claxton, Anne Jankiewicz, and David Rousseau. “Eligibility and Coverage Trends in
Employer-Sponsored Insurance.” JAMA 315, no. 17 (2016): 1824. doi:10.1001/jama.2016.3992.

8 West, Rachel, Indivar Dutta-Gupta, Kali Grant, Melissa Boteach, Claire McKenna, and Judy Conti. Strengthening Unemployment
Protections in America. The Center for American Progress, 2016. https://cdn.americanprogress.org/wp-content/
uploads/2016/05/31134245/U1_JSAreport.pdf.

9 GAO. 401(k) Plans: Greater Protections Needed for Forced Transfers and Inactive Accounts. U.S. Government Accountability
Office, 2014. http://www.gao.gov/assets/670/667151.pdf.

10 Baker, Dean. Job Lock and Employer-Provided Health Insurance: Evidence from the Literature. AARP Public Policy Institute,
2015. http://www.aarp.org/content/dam/aarp/ppi/2015-03/JobLock-Report.pdf.

11 DeCicca, Philip. Health Insurance Availability and Entrepreneurship: Evidence from New Jersey. SSRN, 2007. http://dx.doi.
org/10.2139/ssrn.1003309.

12 However, rules for associations must continue to protect against adverse selection by requiring that these groups form for
some other purpose besides the provision of health insurance.

13 Obama, Barack. United States Health Care Reform: Progress to Date and Next Steps. JAMA, 2016. 316(5):525-532. doi:10.1001/
jama.2016.9797.

14 Hipple, Steven F., and Laurel A. Hammond. Self-Employment in the United States. Bureau of Labor Statistics, 2016. http://www.
bls.gov/spotlight/2016/self-employment-in-the-united-states/pdf/self-employment-in-the-united-states.pdf.

15 Warren, Elizabeth. “Strengthening the Basic Bargain for Workers in the Modern Economy.” Speech, New America Annual
Conference, May 19, 2016.
https://www.warren.senate.gov/files/documents/2016-5-19_Warren_New_America_Remarks.pdf

16 Prudential. Overcoming Participant Inertia. Prudential, 2015. http://www.prudential.com/media/managed/overcoming-
participant-inertia.pdf.

17 Hadley, Michael, and Courtney Zinter. “Comparison of California, lllinois, and Oregon State-Run Retirement Plan Legislation.”
Last modified 2015. http://www.americanbenefitscouncil.org/pub/ae693db3-a1dc-3011-3b71-caa3dcfa3505.

18 Madrian, Brigitte, and Dennis Shea. “The Power of Suggestion: Inertia in 401(k) Participation and Savings Behavior.” 2000.
doi:10.3386/w7682.

19 Thaler, Richard H., and Shlomo Benartzi. “Save More Tomorrow™: Using Behavioral Economics to Increase Employee Saving.”



Journal of Political Economy 112, no. S1(2004): S164-5187. doi:10.1086/380085.

20 Harris, Benjamin, and Rachel Johnson. Economic Effects of Automatic Enrollment in Individual Retirement Accounts. AARP
Public Policy Institute, 2012. http://www.aarp.org/content/dam/aarp/research/public_policy_institute/econ_sec/2012/
Economic-Effects-of-Auto-IRA-Research-Report-AARP-ppi-econ-sec.pdf.

21 Pew Charitable Trust. Americans’ Financial Security: Perception and Reality. 2015. http://www.pewtrusts.org/~/media/
assets/2015/02/fsm-poll-results-issue-brief_artfinal_v3.pdf.

22 JP Morgan Chase Institute. Weathering Volatility: Big Data on the Financial Ups and Downs of U.S. Individuals. 2015. https://
www.jpmorganchase.com/corporate/institute/document/54918-jpmc-institute-report-2015-aw5.pdf.

23 Financial Security Program at the Aspen Institute. Income Volatility: A Primer. The Aspen Institute Expanding
Prosperity Impact Collaborative, 2016. https://assets.aspeninstitute.org/content/uploads/files/content/docs/pubs/
EPIC+Volatility+Primer+(May).pdf.

24 The MyFlex account cap was calculated by adding the contribution maximum for each existing account in the current system.
In 2016, Dependent Care FSA cap was $5,000, the Health FSA cap was $2,500, and the parking and mass transit max were
each $255/month.

25 The Flex Day cap was calculated based on the equivalent value of 10 work days at the annual median income of $57,190.

26 Brown, Sherrod. “Restacking the Deck: Why Restoring the Value of Work is Essential to Growing Our Economy.” Speech,
Cleveland City Club, June 3, 2016.
https://www.brown.senate.gov/newsroom/press/release/brown-outlines-steps-to-restore-value-of-work-at-cleveland-city-
club

27 Hanauer, Nick, and David Rolf. “Shared Security, Shared Growth.” Democracy Journal 37 (Summer 2015). http://
democracyjournal.org/magazine/37/shared-security-shared-growth/.

28 Freelancers Union. Independent Workforce Issue Brief: Unemployment Protection. 2011. https://staticl.squarespace.com/
static/55c4f6b4e4b0b6679a59ff80/t/55db6206e4b0d9cdccdd2664/1440440838148/Unemployment+%282011%29.pdf.

29 Steuerle, C. Eugene. “EITC Expansion Backed By Obama and Ryan Could Penalize Marriage For Many Low-Income Workers.”
Tax Policy Center (blog). April 5, 2016. http://www.taxpolicycenter.org/taxvox/eitc-expansion-backed-obama-and-ryan-
could-penalize-marriage-many-low-income-workers.

30 Edin, Kathryn, Sara Greene, Sarah Halpern-Meekin, and Ezra Levin. The Rainy Day EITC. CFED, 2015. http://cfed.org/assets/
pdfs/The_Rainy_Day_EITC.pdf.

31 Grinstein-Weiss, Michal, Krista Comer, Blair Russell, Clinton Key, Dana Perantie, and Dan Ariely. Refund to Savings: Evidence of
Tax-Time Saving in a National Randomized Control Trial. Center for Social Development at Washington University in St. Louis,
2013. https://csd.wustl.edu/Publications/Documents/RR14-03.pdf.

32 Marr, Chuck. “EITC Could Be Important Win for Obama and Ryan.” Center on Budget and Policy Priorities (blog). November 16,
2015. http://www.cbpp.org/blog/eitc-could-be-important-win-for-obama-and-ryan.

33 Edin, et al (2015).

34 Booker, Corey. “Booker, Moran Introduce Bill Empowering Taxpayers to Defer Refund for Rainy Day Savings.” Cory Booker |
U.S. Senator for New Jersey. Last modified April 13, 2016. https://www.booker.senate.gov/?p=press_release&id=403.

35 Bellisle, Dylan, and David Marzahl. Restructuring the EITC: A Credit for the Modern Worker. Center for Economic Progress,
2016. http://www.economicprogress.org/sites/economicprogress.org/files/restructuring_the_eitc_a_credit_for_the_modern_
worker_0.pdf.



Etsy

Contact

press@etsy.com

EtsyAdvocacy@etsy.com

117 Adams Street
Brooklyn, NY 11201



