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Build Back Better Legislation Would Cut Poverty,
Boost Opportunity

By Danilo Trisi, Kris Cox, Zoé Neuberger, Gideon Lukens, Will Fischer, Javier Balmaceda, and
Samantha Jacoby

The Build Back Better legislation would take major steps to reduce the number of people living in
poverty, improve the quality of life for low- and moderate-income people, and create opportunity so
that children growing up in poverty have better health, complete more education, and earn higher
salaries as adults. Because of America’s long history of systemic racism that has limited education,
employment, and housing opportunities for people of color, they disproportionately suffer from
poverty and its negative consequences, and this legislation makes major strides to reduce racial
disparities.'

In the United States, 1 in 8 children, including 1 in 5 Black and Latino children, lived in a family
with income below the poverty line in 2019, according to Census data using the Supplemental
Poverty Measure favored by most analysts. Before the pandemic, child poverty was more widespread
in the United States than in similarly wealthy nations, reflecting our weaker supports for families in
need. Not counting the income families received from government assistance, the U.S. child poverty
rate was similar to (or lower than) that of the United Kingdom, Germany, and France, but after
accounting for government assistance, our child poverty rate was much higher. (See Figure 1.) Build
Back Better would advance policies that would reduce poverty and increase opportunity.

I CBPP, “Build Back Better Reduces Racial Disparities,” November 4, 2021, https://www.cbpp.org/blog/build-back-
better-reduces-racial-disparities.
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FIGURE 1

U.S. Child Poverty Rate Exceeds Similarly

Wealthy Countries After Taxes and
Government Benefits

Percent of children in poverty, approximately 2015
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Note: The poverty threshold is defined here as 50 percent of national median income, a

widely accepted international standard. The comparison includes countries (for which

comparable data are available) with mean disposable incomes within 35 percent of U.S. mean
income ($40,091) in 2015 U.S. dollars converted by purchasing-power parity.
Source: Organisation for Economic Co-operation and Development Income Distribution

Database and Janet C. Gornick and Timothy M. Smeeding, “Redistributional Policy in Rich
Countries: Institutions and Impacts in Nonelderly Households,” 2018
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Key measures that would reduce poverty and the hardship that affects people experiencing
poverty include:

Extending boosts in the Child Tax Credit and Earned Income Tax Credit, and making
the Child Tax Credit fully available to the lowest-income children on a permanent basis. The
bill would extend the increase in the Child Tax Credit amount in the American Rescue Plan through
2022 for children under age 18. It would also permanently ensure that the full credit is available to
children under 17 in families with the lowest incomes, including the 27 million children who
received a partial credit or no credit at all prior to the temporary expansion in the American Rescue
Plan because their families” incomes were too low. Making the full credit available to children whose
families have low incomes or no income in a year is particularly important for Black and Latino
children and children in rural communities, about half of whom received a partial credit or no credit
at all before the Rescue Plan expansion because their families” incomes were too low.

In 2022, when the increase in the Child Tax Credit amount is in place, the expansion is projected
to reduce the number of children in poverty by more than 40 percent as compared to what it
otherwise would have been without the expansion, and to substantially narrow the racial gap in
poverty rates among children. Making the credit fully available to the lowest-income
children alone reduces child poverty by 20 percent even without the increase in the credit amount to
$3,000 (and $3,600 for young children) from the pre-Rescue Plan level of $2,000.

The legislation would also extend through 2022 the American Rescue Plan’s expansion of the
Earned Income Tax Credit for low-paid workers not raising children at home to shore up workers’
wages and prevent nearly 6 million workers from once again being taxed into, or deeper into,

poverty.

Expanding affordable housing, including $24 billion for housing vouchers. More than
580,000 people in communities nationwide were staying in homeless shelters or living on the street
in January 2020, even before the pandemic. In addition, some 24 million people in low-income
renter households paid more than half of their income for rent and utilities. The legislation’s
commitment of $24 billion in housing vouchers will direct critical support to as many as 310,000 of
the lowest-income households once the expansion is fully phased in.”

Vouchers sharply cut homelessness, housing instability, and overcrowding’ — all of which
adversely affect children’s health and development — among those households that receive the
assistance (see Figure 2) and vouchers improve other outcomes for children, such as reducing foster
care placements and the frequency with which children must move from school to school. In 2020,
vouchers and other federal rental assistance lifted 2.4 million people above the poverty line,
including 785,000 children and 468,000 seniors.*

2 Ann Oliva, “BBB Includes Major Investments in Housing Affordability,” CBPP, November 4, 2021,

3 Will Fischer, Douglas Rice, and Alicia Mazzara, “Research Shows Rental Assistance Reduces Hardship and Provides
Platform to Expand Opportunity for Low-Income Families,” CBPP, December 5, 2019,

# Liana E. Fox and Kalee Burns, “The Supplemental Poverty Measure: 2020,” U.S. Census Bureau, September 2021,
https://www.census.gov/content/dam/Census/library/publications /2021 /demo/p60-275.pdf.
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Housing Choice Vouchers Sharply Reduced Crowded Housing,
Homelessness, and Frequent Moves, Study Shows

Vouchers reduced the ... reduced homelessness ... and reduced the number
number of families living in by three-quarters of moves over a five-year
crowded housing by half... period by more than
one-third.
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1.5 moves
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voucher voucher voucher voucher voucher voucher

Note: The chart compares the housing status of low-income families in six U.S. cities who were randomly selected to receive vouchers
and used them for at least part of the previous year to families in a control group who did not use vouchers. Families experiencing
“crowded housing” were living in housing that has less than one room per household member. Number of moves reflects the average
moves over a 4.5- to 5-year period since random assignment.

Source: Michelle Wood, Jennifer Turnham, and Gregory Mills, "Housing Affordability and Family Well-Being: Results from the Housing
Voucher Evaluation," Housing Policy Debate, 2008

The bill also provides funds for services and landlord incentives to enable households to choose
to use their vouchers in a wide range of neighborhoods,” including those with low-poverty rates —
which research shows can have powerful long-term positive effects on children’s chances of
attending college and earnings as adults. In conjunction with the legislation’s investment in Medicaid
home- and community-based services, housing vouchers can also allow more low-income residents
who are disabled remain in their homes, as they wish, rather than moving into an institutional
setting.

Closing the Medicaid coverage gap and improving Medicaid and Children’s Health
Insurance Program coverage for children and pregnant and postpartum people. Having
health coverage is linked to improved health outcomes including reduced mortality, better maternal
and infant health, and better mental health, as well as greater financial security. The bill would open
marketplace plans (at no premium cost) to more than 2 million uninsured adults with incomes below
the poverty line who have no pathway to coverage because their states have refused to adopt the

5 Barbara Sard ¢f al., “Federal Policy Changes Can Help More Families With Housing Vouchers Live in Higher-
Opportunity Areas,” CBPP, September 4, 2018, https://www.cbpp.org/research/housing/federal-policy-changes-can-

help-more-families-with-housing-vouchers-live-in-higher.
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Affordable Care Act’s Medicaid expansion.® Some 60 percent of those in the coverage gap are
people of color and some 660,000 are parents. (See Figure 3.) Providing this group with health
coverage not only improves their access to health care, but it also can reduce financial hardship by
sharply reducing their health care costs and the likelihood that they accumulate health debt.

Coverage Gap Adults Don't Fit a Single Profile

Age
19-34: 49% 35-49: 27% 50-64: 24%

Race/Ethnicity
White: 40% Latino: 28% Black: 28%

I
Other: Zﬂ
Asian or Pacific Islander: 1%
American Indian/Alaska Native: 1%
Gender

Female: 49% Male: 51%

Labor Force Participation

In Labor Force: 62% Not in Labor Force: 38%

Adults With a Disability
No Disability: 85%

|
Disability: 15%

Parents With Children at Home

No Children at Home: 70%

\
Children at Home; 30%

Note: Latino category may include any race; all other categories are non-Latino.
Source: CBPP analysis of 2019 American Community Survey

Other provisions of the bill would ensure all pregnant people enrolled in Medicaid and CHIP can
maintain coverage for 12 months after the end of their pregnancy and ensure all children and youth
enrolled in Medicaid and CHIP can stay enrolled for 12 months at a time to reduce the risk that they

¢ Judith Solomon and Tara Straw, “Build Back Better Increases Health Coverage and Makes It More Affordable,” CBPP,
October 29, 2021, https://www.cbpp.org/research/health/build-back-better-increases-health-coverage-and-makes-it-
more-affordable.
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will lose coverage or experience gaps.” This will help children and pregnant and postpartum people
experiencing poverty and those with incomes modestly above the poverty line stay connected to
coverage and the health and economic benefits it provides.

Finally, the package would also extend the Rescue Plan’s premium tax credit improvements
through 2025 to make marketplace coverage more affordable, which will increase the number of
people who enroll in coverage and reduce out-of-pocket health care costs for millions of people.
Those who benefit will include nearly 1 million uninsured parents and children who could gain
coverage through extending the Rescue Plan’s premium tax credit improvements.® While the
premium tax credit improvements help those with incomes above the poverty line, the group
includes many people for whom the cost of coverage or medical care is unaffordable or causing
financial stress.

Investing in child care and preschool. The package makes historic investments in child care,
which will mean that low-income families will be able to access child care assistance with no or very
low co-payments, while middle- and upper-middle income families will see their child care costs
limited to no more than 7 percent of their income. The legislation also provides for phased-in access
to universal preschool for 3- and 4-year-olds. These investments will provide both immediate and
long-term benefits to families in poverty.

In the near term, the lack of stable child care can mean that some parents — particularly women
— aren’t able to work, or are forced to work less, because they cannot afford quality child care. By
providing a steady source of quality care for children, child care and universal preschool can allow
more parents to work, improving their earnings and the economic stability of low-income families.
In addition, robust evidence shows that high-quality early childhood education leads to improved
long-term outcomes, including higher rates of on-time college enrollment and completion,
particulatly for children in poverty.

Reducing child hunger. In 2020, about 1 in 7 households with children were food insecure.’
Food insecurity affects people of all racial and ethnic backgrounds throughout the year. But, due in
significant part to harsh, long-standing inequities and structural racism, food insecurity is particularly

7 Jennifer Sullivan ez 4/, “New House Build Back Better Legislation Would Make Long-Lasting Medicaid
Improvements,” CBPP, November 3, 2021, https://www.cbpp.org/research/health/new-house-build-back-better-

legislation-would-make-long-lasting-medicaid.

8 Stacey McMorrow ¢ al., “Extending the American Rescue Plan Act’s Enhanced Marketplace Affordability Could
Benefit Nearly One Million Uninsured Children and Patrents,” Urban Institute, October 12, 2021,
https://www.urban.org/research /publication/extending-american-rescue-plan-acts-enhanced- market lace-affordability-

provisions-could-benefit-nearly-one-million-uninsured-children-and-parents.

9 Alisha Coleman-Jensen ¢ al., “Household Food Security in the United States in 2020,” Economic Research Service,
U.S. Department of Agriculture, September 2021, https://www.ers.usda.gov/webdocs/publications/102076/err-

298.pdfPv=414.8.
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acute for people of color, including kids." The legislation would strengthen and expand these
proven federal food assistance programs.'!

The package would reduce child hunger by extending through 2024 a summer grocery benefit to
families with children who typically receive free or reduced-price school meals during the school
year. The grocery benefit was first put in place on a widespread basis in relief legislation and was
recently extended under the Rescue Plan. The package also would expand the number of schools
serving large numbers of low-income students that are able to offer free school meals to all students
through June 30, 2027. Along with the other provisions in the legislation, these benefits for school
children could lead to improvements in low-income children’s health and development that improve
their prospects into adulthood.

Extending economic security in the territories. The bill would fill critical gaps in economic
security programs for all five U.S. territories — Puerto Rico, Guam, U.S. Virgin Islands, American
Samoa, and the Commonwealth of the Northern Mariana Islands — including permanent increases
in funding for their Medicaid programs and full access to Supplemental Security Income benefits.
Moreover, the legislation would provide territories with a one-year extension of the expanded Child
Tax Credit and new administrative funding to implement the FEarned Income Tax Credit. These
provisions would provide substantial support to hundreds of thousands of families living in the
territories, which have some of the country’s highest poverty rates. And they would mark real
progress in correcting long-standing disparities that have kept these jurisdictions from fully accessing
federal programs available in states that promote opportunity.

Investments are paid for with sound revenue proposals and reductions in the cost of
prescription drugs. To pay for these and the bill’s other investments, the legislation would raise a
reported $1.9 trillion in revenue in three main ways:'* requiring people with high incomes to pay a
fairer amount of tax, reducing unwarranted tax advantages for profitable corporations (particularly
large multinationals), and improving enforcement of the nation’s tax laws to close the roughly $600
billion annual gap between taxes legally owed and taxes paid — a gap disproportionately due to
high-income filers’ non-compliance with the law. Together, these measures would make the tax code
more equitable and mark a sharp reversal from tax policy over the past two decades, which was
dominated by regressive tax cuts that have weakened revenues and shrunk our ambition for using
public investments to meet pressing national needs. The bill also includes savings from allowing
Medicare to negotiate the cost of certain prescription drugs and repealing a regulation that would
have resulted in increased prescription drug costs in both Medicare and Medicaid.

10 Brynne Keith-Jennings, Catlin Nchako, and Joseph Llobrera, “Number of Families Struggling to Afford Food Rose
Steeply in Pandemic and Remains High, Especially Among Children and Households of Color,” CBPP, April 27, 2021,
https:/ /www.cbpp.org/research /food-assistance /number-of-families-strugeline-to-afford-food-rose-steeply-in-

pandemic-and.

11 Zoé Neuberger, “Nutrition Provisions in New Build Back Better Legislation Could Substantially Reduce Children’s
Food Hardship,” CBPP, November 5, 2021, https://www.cbpp.org/research/food-assistance/nutrition-provisions-in-
new-house-build-back-better-legislation-could.

12 Chuck Marr and Samantha Jacoby, “Build Back Better Requires Highest-Income People and Corporations to Pay
Fairer Amount of Tax, Reduces Tax Gap,” CBPP, November 2, 2021 https:/ /www.cbpp.org/research/federal-
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