1. 8. 0.8 .8 8 ¢

Contents
Economic Report of the President . ............ .. .. .. .. ...... 1
The Annual Report of the Council of Economic Advisers............ 7
Letter of Transmittal . . ........ .. i 9
Introduction. . ... o 17
Chapter 1: Four Years in Review and the Years Ahead. ......... 18
Chapter 2: How Remote Work Is Reshaping the Economy ... ... 20

Chapter 3: Aligning the International Tax System with the
Globalized Economy . ............ ...t 21

Chapter 4: Expanding and Strengthening U.S. Health
Insurance COVerage . .. .......oviitmi e 22

Chapter 5: Achieving a Net Zero Carbon Dioxide Emissions
Economy in the United States . .............. .. .. ... ...... 24

Chapter 6: America’s Role in International Capital Flows . ... ... 27

Chapter 7: Economic Impacts and Opportunities for Innovation

in the K-12 Education System ............................ 28
Chapter 1: Four Years in Review and the Years Ahead ............. 31
A Unique Recovery ... 32
Macroeconomic Developments .. ............ ... ... .. ...... 35
GDP. . 36

The Recovery in Context . ... ........c.couvuiinenenen... 37
CONSUMPLION . .. ..ottt e 40
Shifts in Consumer Demand .. ........................ 41
The Services Shortfall and Goods Consumption. . .......... 42
Excess Saving ....... ... .. 44
Investment .. ... .. .. .. . 46

11




Policy Environment . ......... ... .. .. .. i 48

Fiscal Policy ........... . . . . . . 48
Monetary Policy .......... ... . . . . 48
Financial Conditions. ......... ... ... . i, 51
Mortgage Rates . .............c.uuuiiuuinunnenennen.. 52
Developments in Inflation .. .............................. 53
Supply Chain Disruptions . . .......... ... ..., 54
Strong Demand Meets Constrained Supply ............... 55
Inflation Expectations . ................uuuunenenenn. 58
The Labor Market: A Quick Return to Full Employment. ....... 60
Economic Wellbeing of Workers . .......................... 68
Dollars and Cents Measures. ..............c..cccouuuen.. 68
Household Financial Situation . ........................ 71
Additional Measures of Economic Wellbeing .. ............ 73
Lessons for Future Crises. .. ... ... 74
Benefits of a Robust Fiscal Response . ................... 74
Unemployment Insurance . ................ccciuiuunin.. 76

The Forecast for the Years Ahead ............ ... ... .. ... ... 79
The Long-term QOutlook for Real GDP Growth. ............ 84
Outlook Summary . ........ ... .. .. i, 88
Chapter 2: How Remote Work Is Reshaping the Economy .......... 89
The Rise of Remote Work . .. ... .. ... ... ... .. ... ...... 91
Who Works Remotely? ............ .. ... .. . ... 94
The Remote Work Framework. .. ............ ... .. .. ..... 100
Search and matching. . .............. ... ... .. .. .. .... 101
Geographic SOrting . .. ... ... 102
Remote Work, Welfare, and Wages . . ...................... 103
How remote work affects productivity. . ... .............. 105
How wages differ for remote workers. .................. 106
Remote Work and JobAccess . ... 107
Implications for Matching and Sorting . .................... 109

12 |

Annual Report of the Council of Economic Advisers



Re-sorting in the shortrun . .......... ... .. .. ... ..... 109

Diminished mismatch in the longrun................... 110
The quality of matches. .. .......... ..., 113
Geographic reallocation . .. ................c.c.ccou... 114
The Big Picture and Public Policy. .. ...................... 117

Chapter 3: Aligning the International Tax System with

the Globalized Economy. .. ........ ... ... ... ... ... .. .. ..... 121
Globalization and a Patchwork of Corporate Tax Systems. . . ... 123
Globalization Without Cooperation: The Prisoner's
Dilemma ......... .. .. . . 123
Cross-Border Tax Planning by Multinationals . .. ......... 126
Economic Implications of Cross-Border Tax Planning. . . . .. 129
Unilateral Country Actions to Curb Cross-Border
Tax Planning .. ........ ..., 131
Addressing the Dilemma: Global Coordination . . . ........ 132
Digitalization and Rethinking Taxing Rights ................ 137
Why the United States Would Benefit from Adopting the
Global Tax Deal . .. ... e 141
Potential Revenue Generation. . ....................... 142
More Equitable and Efficient Economic
Resource Allocation. .. ........ ... ... .. i, 143
Conclusion . . ... ... 144

Chapter 4: Expanding and Strengthening U.S. Health

Insurance Coverage. . ...t 145
The Role of Health Insurance . ........................... 148
Insurance Coverage and Financial Protection. . .......... 148
Insurance Coverage and Health . .. .................... 150
Insurance Coverage, Labor Supply, and Beyond . . ........ 151
Expanding Access to Marketplace Coverage. . ............... 152
Expansion in Premium Tax Credits. ... ................. 154
Beyond Tax Credits: Federal Actions Expanding
Marketplace Enrollment ... ........ ... ... ... ....... 157
Protecting and Extending Medicaid Coverage ............... 159

Contents | 13



Expanding Medicaid Coverage. ....................... 160

Protecting Medicaid Coverage . ....................... 161
Strengthening Prescription Drug Coverage and Reducing
Costs Under Medicare .. ....... ..., 165
Increasing Financial Protection Against Prescription
Drug CoStS. . . oo ot 166
Negotiating Drug Prices to Bring Down Costs . .......... 168

The Next Steps in Strengthening Health Insurance and
Lowering CostS .. ..ottt ettt 169

Chapter 5: Achieving a Net Zero Carbon Dioxide Emissions

Economy in the United States. . ............... ... ... ... ..... 171
Understanding the Past, Looking to the Future............... 173
Historical Energy-related CO, Emissions Trends. . ... ..... 175
Future Impacts of Recent Mitigation Policy.............. 178
Paths to a Net Zero Economy .. .............c.ccccouu.. 179
Electricity . . ..o 181
Decarbonizing Electricity ... ... .. 182
Electrification .. ....... ... ... . . i, 194
Beyond Electricity .. ..o 201
Decarbonization Beyond Electrification ................ 201
Negative Emissions Technologies . ..................... 204
The Path Ahead . . ......... ... ... . . .. oo, 206
Chapter 6: America's Role in International Capital Flows . ... ... ... 207
The Current Account and Financial Account. ................ 209
The International Capital Flows Landscape ................. 214
Recent U.S. Capital Inflows and Outflows .. ............. 214
The Geography of Capital Flows . .................. ... 217
The International Investment Position .................. 218
America as the World’s Broker: Cross-Border Returns. .. ...... 219
Foreign Direct Investment . . ........... ... .. ... .. ... .... 223
The Benefits of FDI and the Administration’s Role in
Stimulating Direct Investment . ....................... 223

14 1 Annual Report of the Council of Economic Advisers



Investment into the United States . .....................
Investment into Other Countries.......................

Cross-Border Lending and Global Banks . ..................

Financial Intermediation within the United States . . ... ...

Changes in Cross-Border Lending .....................

Flight to Safety: U.S. Treasuries and the Dollar .. ............

U.S. Debt as a Global Safe Asset .. ....................
The Dollar as Global Reserve Currency. ................

A Full Accounting of International Accounts ................

Chapter 7: The K-12 Education System: Economic Impacts and
Opportunities for Innovation. . . .............. .. ... oo,

Why Education Matters: Returns to Income and

Economic Growth ......... .. .. .. . .
Evidence on the Human Capital Channel. . ..............
Evidence on the Innovation Channel . ..................

Educational Attainment, Knowledge Capital, and
GDP Growth . . ... . . . .

The State of the K-12 Education System. . ..................

COVID-19 and Student Achievement, Engagement,

and Wellbeing .. ...... ... .. .. . . . .
Federal Investments in K-12 Education

Promoting Recovery .......... ... .. ...
Addressing Structural Challenges and Disparities in
Education Outcomes .. .............cccuiiiiunienn...

Opportunities for Improvement. . ............... ... .. .....
Equalizing Funding Across Districts. . ..................
Stabilizing Funding Levels Over Time ..................
Labor Inputs . ......... .. e
Staffing All Classrooms with Qualified Educators . . . ... ...
Causes of Staffing Challenges. . .......................
Policies to Attract and Retain Qualified Educators . . . . . . ..
Policies to Maximize Educators’ Potential ..............
Capital Inputs . . ... . e
Addressing Capital Funding Inequities .................
Technology Inputs . .......... .. ...

Contents

I 15



The Federal Government’s Role in Agenda Setting ........... 278

Conclusion . .. ..ot 279

References. . . ... . 281

Appendix A: Report to the President on the Activities of the
Council of Economic Advisers during 2024. . ................... 363

Appendix B: Statistical Tables Relating to Income, Employment,
and Production . ........ . .. . L 379

16 | Annual Report of the Council of Economic Advisers



	Contents

		Superintendent of Documents
	2025-04-03T14:21:36-0400
	Government Publishing Office, Washington, DC 20401
	U.S. Government Publishing Office
	Government Publishing Office attests that this document has not been altered since it was disseminated by Government Publishing Office




