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Robust COVID Relief Achieved Historic Gains
Against Poverty and Hardship, Bolstered Economy

By CBPP Staff

When COVID-19 began to rapidly spread across the United States in March 2020, the economy
quickly shed more than 20 million jobs. Amid intense fear and hardship, federal policymakers
responded, enacting five relief bills in 2020 that provided an estimated $3.3 trillion of relief and the
American Rescue Plan in 2021, which added another $1.8 trillion. This robust policy response
helped make the COVID-19 recession the shortest on record and helped fuel an economic recovery
that has brought the unemployment rate, which peaked at 14.8 percent in April 2020, down to 4.0
percent. One measure of annual poverty declined by the most on record in 2020, in data back to
1967, and the number of uninsured people remained stable, rather than rising as typically happens
with large-scale job loss. Various data indicate that in 2021, relief measures reduced poverty, helped
people access health coverage, and reduced hardships like inability to afford food or meet other
basic needs.

These positive results contrast with the Great Recession of 2007-2009, when the federal response
was large compared to measures taken in other post-World War II recessions but less than one-third
as large as the fiscal policy measures adopted in 2020-2021, when measured as a share of the
economy. While decried by some at the time as too large, the relief measures enacted during the
Great Recession were undersized and ended too soon. As a result, the economy remained weak for
longer than was necessary — and families suffered avoidable hardship. Two years after the Great
Recession began, unemployment was still 9.9 percent and food insecurity remained one-third above
its pre-recession level. While some of that difference stems from differences in the trigger to the
downturn, some is clearly due to the strength of the policy response.

The federal response to the pandemic was not only large but also broad in its reach and innovative
in its policy approaches. In addition to funding the public health response to the pandemic, such as
personal protective equipment, testing, and vaccines, the federal government took a number of steps
for the first time:

e Providing cash payments to individuals regardless of whether they filed taxes or had a
minimum level of income and delivering the payments automatically to tens of millions of
recipients of federal benefits as well as those who had filed taxes.



e Expanding unemployment coverage to a broader group of workers, including part-time and
self-employed workers, workers in the gig economy, and workers with less tenure, while also
increasing the value substantially more than in the Great Recession and, as in past
downturns, increasing the duration of coverage.

e Making the full Child Tax Credit available to the lowest-income children and, building on
prior expansions, substantially increasing the credit amount.

o Providing uninterrupted health insurance coverage for Medicaid enrollees across all states
and lowering or eliminating premiums for Affordable Care Act (ACA) marketplace enrollees.

e Enacting a national paid leave policy, albeit one with substantial gaps.

e Creating a new emergency school meal replacement program using electronic benefit cards
and, building on steps taken during the Great Recession, increasing the value of SNAP and
WIC benefits.

e Establishing a federal eviction prevention program and increasing rental assistance while
also, as in the Great Recession, expanding funding for homelessness assistance.

e Providing resources to help shore up child care providers in light of concerns that many
were going out of business, while also expanding access to child care assistance to stretched
families, building on the child care assistance expansion during the Great Recession.

« Providing fiscal aid to cities, counties, and tribal governments, whose budgets have been
severely challenged by the pandemic.

The federal response also included:

e Providing more substantial fiscal aid to states than in the Great Recession.

« Providing funds for states to provide emergency assistance to help families with children
with very low incomes.

The large, broad, and innovative relief effort has directly strengthened the recovery and
reduced hardship, the Congressional Budget Office (CBO) and other independent analysts agree.
International comparisons show that nations with larger fiscal responses to the pandemic, such as
the U.S., have experienced stronger growth.' In substantial part due to federal action:

e The recession lasted only two quarters, the shortest recession on record.

¢ The unemployment rate fell rapidly to 6.7 percent at the end of 2020 and to 4.0 percent
today, only modestly above the low pre-pandemic level of 3.5 percent and much lower than
at this point in the recoveries from the last three recessions.

e The number of people with annual income below the poverty line, accounting for
government assistance, fe// by 8 million in 2020, the largest amount on record in data going
back to 1967. Monthly estimates showed poverty continued to decline from 2020 to 2021.

e The number of adults reporting that their household did not get enough to eat in the last
seven days declined in 2021 after peaking in late 2020. A more detailed annual measure of
food insecurity suggests that food hardship was largely kept in check in 2020.



¢ Health insurance coverage remained roughly stable even though millions of people lost
employer-provided health insurance. Medicaid enrollment increased by over 12 million from
February 2020 to July 2021 due to relief provisions that provided continuity of coverage, and
ACA marketplace enrollment grew by more than 3 million from 2020 to 2022.

e Despite significant administrative challenges, millions of people received jobless benefits
because of temporary eligibility expansions and tens of millions received increased benefits.
Jobless benefits kept 5.5 million out of poverty in 2020, Census data show.

e There was no surge in evictions even though millions of people were behind on paying their
rent. Over 3.2 million households received emergency rental assistance from January to
November 2021 to help them with past-due and current rent bills, forestalling eviction for
many.

Surveying the impacts on hardship, H. Luke Shaefer of the University of Michigan concluded,
“This is the best, most successful response to an economic crisis that we have ever mounted, and it
is not even close.”

The economic fallout from the pandemic was especially severe for workers in low-wage sectors of
the economy, such as restaurants and hospitality, in which people of color and women are
overrepresented. Black and Latino people were already more economically vulnerable due to
structural racism and the history of discrimination in employment, housing, education, and other
areas. This meant that many elements of the pandemic response that targeted those with the greatest
need had particularly large, positive impacts on these communities.

Today there is significant focus on the recent rise in inflation, which stretches families’ budgets,
though rising wages, particularly at the low end of the wage scale, have helped offset some of the
impacts. As discussed in more detail below, there are a number of factors driving inflation, including
pandemic-related changes to the types of goods people are buying and challenges in increasing
production amid an ongoing pandemic in some sectors. While high inflation has lasted longer than
many analysts had predicted, the Federal Reserve has tools that it intends to use to bring it down.
Lowering inflation is important, but the current strong job and economic growth have been critical
to mitigating the hardship that people would have faced in the absence of a strong policy response
to an unprecedented crisis.

The COVID relief effort teaches important lessons. It shows that a rapid, robust, and broad-
based response can greatly speed recovery, reduce suffering, and mitigate disparities. As Mark Zandi
and the economists at Moody’s Analytics conclude in a new analysis, “policymakers’ decisiveness in
pushing forward with substantial government support has been an economic gamechanger.” They
estimate that, “the [U.S.] economy is currently on track to recoup all of the jobs lost during the
pandemic recession by late this year. Without government support, this milestone would not have
been achieved until summer 2026 and “[lJow-wage workers, which have suffered most financially
during the pandemic, would have been set back even further.”

And while the pandemic made getting help to some people more difficult, the emergency also
spurred new approaches to delivery — such as online portals, increased phone and video access to
services, and simplified applications — that will have lasting value for providing equitable access,
even as in-person services resume.



Also, many temporary policy changes made during the pandemic — in the Child Tax Credit,
unemployment insurance, and health and housing programs — drove gains against poverty, lack of
health coverage, and hardship. The nation should learn from and build on these efforts to address
economic and health insecurity — and glaring disparities in hardship and opportunity across lines of
race and ethnicity — that long predate the crisis. Although not the focus of this paper, a
compromise agreement on the Build Back Better legislation could build on the successes of these
policies to address near-term hardship, expand access to health care, and expand opportunity.*

Poverty and Hardship

It is difficult to overstate the importance of federal relief policies in preventing greater hardship
during the twin health and economic crises. The pandemic’s unprecedented earnings declines could
have triggered unprecedented suffering, as well as a more protracted downturn and longer period of
high unemployment. Instead, annual poverty declined more than ever on record and most groups
experienced smaller growth in food hardship in 2020 than in the previous recession, despite the
economy’s steeper job losses. While many families had harsh financial ups and downs due to delays
and gaps in assistance and the severity of the crisis itself, relief measures reduced poverty and lifted
many households’ annual incomes above pre-pandemic levels.

Analysis using the Supplemental Poverty Measure (SPM) — the more comprehensive of the
government’s two annual poverty measures, which counts both cash and cash-like assistance in
determining poverty status and has data back to 1967 — shows:’

e When government assistance is included, the number of people with annual income below
the poverty line fell in 2020 by the largest amount on record: 8 million.® Without government
assistance, the number of people in poverty would have risen in 2020 by the second-largest
amount on record: 9 million.” (See Figure 1.)

e Government assistance protected those with moderate incomes as well as people below the
poverty line, preventing 33 million people in 2020 from falling below a family income of
$40,000, up from 14 million in 2019.°

Poverty would not have fallen in 2020 without the newly enacted policies. Income from just two
programs — unemployment insurance (consisting mostly of temporary eligibility and benefit
expansions) and newly enacted Economic Impact Payments (EIPs) — lifted the 2020 incomes of 17
million people above the poverty line, reducing the number of people below the poverty line by
more than one-third. Families also received important added assistance from existing programs,
such as traditional state unemployment insurance (UI), food and rental subsidies, tax credits, and
Social Security.

Examining real-time hardship and consumer spending data, many analysts have noted the policies’
powerful influence.” From August 2020 to December 2021, the share of adults in households
without enough to eat in the last seven days fell a statistically significant amount on three occasions
after federal aid was distributed:



e In early January 2021, after the Treasury Department delivered EIPs worth $600 per person
(starting December 29), the share of adults with children in food-insufficient homes, where
someone did not have enough to eat in the past seven days, fell one-sixth.

e In late March 2021, after the Treasury Department disbursed EIPs worth $1,400 per person
(starting mid-month), food insufficiency for adults with children fell one-fourth.

e In late July 2021, after the Treasury Department made the first payment (on July 15) of the
expanded Child Tax Credit worth up to $300 a month per child and newly available to many
of the lowest-income children, food insufficiency among adults with children fell one-
fourth."

COVID-19 Relief Achieved Historic Drop in Poverty in 2020; Without
Government Assistance, Poverty Would Have Risen Sharply
Percentage point rise or fall in poverty rate from previous year
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One major credit rating agency highlighted rising consumer credit scores and declines in
delinquent debt in 2020 and 2021 as signs of “the overwhelming success of the fiscal support
packages” in the face of large job losses."

Although income from unemployment benefits and EIPs lowered poverty by more than one-third
for all racial and ethnic groups, the effects of this decline were greatest, unsurprisingly, in the groups
that experienced the highest poverty rates prior to the pandemic. In 2020, unemployment benefits
and EIPs lifted more than 8 percent of Black and Latino people above the poverty line, compared to
just under 4 percent of white people. Similarly, from late December 2020 to December 2021, the



share of individuals who said their household didn’t have enough to eat fell 7.8 percentage points for
Black adults (from 24.5 percent to 16.7 percent) and 6.0 percentage points for Hispanic adults (from
21.3 percent to 15.3 percent), compared with 3.1 percentage points for white non-Hispanic adults
(from 10.1 percent to 7.0 percent).

Economic Impact Payments

To provide income support and shore up overall consumer demand, relief legislation in 2020 and
2021 provided three rounds of EIPs to most households, ranging from $600 to $1,400 per adult and
$500 to $1,400 per child (or other dependent, in the third round). In total, the IRS issued over 480
million EIPs, with each round reaching 146 to 175 million households."” The first two rounds alone
lifted 11.7 million people above the poverty line in 2020, including 3.2 million children, according to
the Supplemental Poverty Measure."

The EIPs’ success in reaching those who needed help partly reflected design and implementation
improvements compared to similar stimulus payments in 2008. The earlier payments went only to
individuals who had filed tax returns, and only individuals with sufficient tax liability received the full
amount. The EIPs were the first time the IRS provided direct cash payments to households with no
minimum earnings threshold or tax filing requirement, so people with the lowest incomes were
eligible for the full rebate amount. And, unlike in 2008, the Treasury Department was able to deliver
benefits automatically to recipients of Social Security, Supplemental Security Income, railroad
retirement, and certain veterans’ benefits, rather than forcing them to file tax returns that were
otherwise unnecessary. For individuals who did not file a return but were not eligible for automatic
payment of EIPs, the IRS’s “Non-Filer” tool provided an imperfect but simplified online form. The
IRS estimates that around 8 million people claimed EIPs using the Non-Filer tool."

Each round of relief legislation expanded eligibility to certain groups previously left out. For
instance, the March 2020 CARES Act denied the EIPs to an estimated 15 million otherwise-eligible
people — including around 4 million children who are U.S. citizens — if any adult listed on the
household’s tax return lacked a Social Security number (SSN)** and to tens of millions of dependents
over age 16. Relief legislation enacted in December 2020, however, included all adults with SSNs
and their children with SSNs, and the 2021 American Rescue Plan further expanded EIP eligibility
to include any child in a household who has an SSN, even if neither parent does. The Rescue Plan
also expanded eligibility to // dependents who were left out of the first two rounds of payments,
including about 5 million 17- and 18-year-olds, nearly 4 million college students aged 19 to 23, about
400,000 children aged 19 and older with disabilities, and more than 5 million other adult relatives
(such as elderly parents) who have little income and are claimed as tax dependents by their children
or other relatives."

There will be opportunities for improvement if policymakers issue stimulus payments in a future
crisis. For instance, they could improve outreach by leveraging state agencies that administer SNAP
and Medicaid, which are uniquely placed to use existing contact information to alert eligible people
about payments and connect them with sign-up mechanisms or even provide payments directly. The
policy is also “dialable,” both in the overall level of payments it provides (to reflect economic
conditions) and the degree to which it includes households that previously had higher income.



Unemployment Insurance

As the economy was losing more than 20 million jobs and $1.2 trillion in work-based
compensation in early 2020, '” Congtess enacted the most ambitious temporary expansion of
unemployment benefits in U.S. history. This was necessary in part because of profound weakness in
the permanent unemployment insurance (UI) system. The new federal initiatives had three major
elements:

o Pandemic Unemployment Assistance (PUA), which extended unemployment benefits to large
segments of the workforce who would have been ineligible for any Ul benefits at all under
the standard program. These included certain low-paid workers and self-employed workers
and independent contractors in the so-called “gig” economy.

o Federal Pandemic Unemployment Compensation (FPUC), which increased weekly benefit amounts
(first by $600 and subsequently by $300). Regular state UI benefits replace only about 40
percent of prior wages on average, leaving many workers — especially low-paid workers —
with very low benefits.

o Pandemic Emergency Unemployment Compensation (PEUC), which provided extra weeks of
benefits to people who had exhausted their regular state UI benefits and needed more time
to find work.

These expansions were enormously successful in stabilizing families’ finances, protecting lives by
allowing those who should stay home from work given the pandemic risk to do so, and reviving the
economy. Before the federal pandemic programs terminated in early September 2021, three-fourths
of unemployment claims paid came from PUA or PEUC rather than regular state benefits."” More
than 1 out of every 4 workers relied on unemployment benefits at some point during the first year of
the pandemic, according to a Century Foundation analysis."”

Pandemic unemployment programs reduced the number of COVID deaths by about 27,000
between April and December 2020 by enabling workers to avoid on-the-job infection, according to
the Federal Reserve Bank of Atlanta.”” Unemployment programs as a whole protected 5.5 million
people from falling into poverty in 2020, with an especially notable poverty-reducing impact for
people of color.”" Also, CBO and other analysts have highlighted the contribution of unemployment
benefits to increasing GDP.* And an analysis from JPMorgan Chase concluded that the
unemployment expansion “has not only helped unemployed households to smooth consumption
but also helped to stabilize aggregate demand,” noting large differences in spending levels between
unemployed workers who received unemployment benefits in a timely way and those whose benefits
were delayed.”

Workers of color are disproportionately excluded from regular unemployment benefits because
they are more likely to work in low-wage or part-time jobs — positions that too often mean workers
don’t meet state eligibility requirements — or work in independent contractor positions, which are
excluded entirely from the regular UI system. And workers of color are more likely to live in states
with the most limited access to UI benefits.

Women also face barriers to UI coverage because they disproportionately work in low-wage and
part-time jobs and are more likely to have to leave jobs for family reasons, reasons that often
exclude workers from jobless benefit eligibility.



The impact of the temporary unemployment expansions can be seen Georgia. A Bloomberg
News investigation found that 53 percent of applications by Black workers in Georgia were denied
regular Ul benefits in 2020, compared to 42 percent for white workers. It also found that, compared
to white workers, Black workers disproportionately benefited from the temporary PUA program
designed to reduce such UI coverage gaps.*

The unemployment insurance expansions were not without challenges. There were frequent
delays in delivering benefits, in part due to lack of investment in technology modernization prior to
the crisis, which left states unprepared for the large volume of claims. And some state UI systems
were oriented toward restricting rather than facilitating access to benefits, which may have led to
continued racial disparities even with improved UI coverage. Program administrators needed time to
learn how to block sophisticated fraud schemes in the PUA program, and in the interim, improper
payments were a severe problem. A break in FPUC benefits between the program’s expiration in
August 2020 and its resumption at the end of the year slowed the economic recovery and led to
increased hardship, as people out of work struggled to make ends meet while receiving low benefits.
And after nearly half of the states ended all pandemic unemployment benefits prematurely in June
2021, average Ul benefits for workers in those states fell by $278 per week, while their earnings only
rose by $14 per week. **

Even with these challenges, the pandemic unemployment expansions helped tens of millions of
people, reduced hardship, and helped stabilize the economy. The stark difference between what they
accomplished and what the regular UI program could have achieved by itself underscores the need
for permanent changes to a weak Ul system.

Child Tax Credit

The American Rescue Plan included a one-year expansion of the Child Tax Credit that increased
the maximum credit amount (to $3,600 for children under age 6 and $3,000 for children aged 6 to
17), made the full credit available to children in families with low or no earnings in the year (often
called making it “fully refundable”), allowed families to claim their 17-year-old children for the first
time, and delivered the credit via advance monthly payments rather that solely as a lump sum at tax
time.** The Treasury Department issued monthly Child Tax Credit payments to over 61 million
children in December 2021.7” Also, the IRS established an online portal that people who had not
filed a return in either of the prior two years could use to sign up for the monthly credit.

The credit sharply reduced child poverty. In December 2021, by which time most families had
received half the credit through advance monthly payments, the payments kept an estimated 3.7
million children out of poverty (using a monthly poverty measure), a 29 percent reduction that was
reversed when the credit expired the following month.”® The vast majority of families with low
incomes spent their payments on necessities — food, housing, clothing, utilities — and education,
data from the Census Bureau’s Household Pulse Survey show.” (See Figure 2.) Reported food
insufficiency dropped significantly after the first round of monthly payments, according to Pulse
data. There is no evidence the payments negatively affected parental employment during 2021.”



FIGURE 2

Families With Low Incomes Spend Expanded
Child Tax Credit on Most Basic Needs, Education

Percent of households with incomes below $35,000 who spent their
credit payments on:

Food

Utilities

Rent or mortgage

Clothing

Education costs

Any of the above

Vehicle payments 19%
Paying down debt 17%
Child care* 16%

Savings/investments 8%

Recreational goods | 4%
Giving to charity/family | 1%
Other| 6%

*Percent of households with child(ren) under age 5.

Note: Education costs include school books and supplies, school tuition, tutoring services,
after-school programs, and transportation for school. Household income is in 2020. Figures
are for households who reported receiving a Child Tax Credit payment in the last 30 days in
cata collected July 21-September 27, 2021.

Source: CBPP analysis of U.S. Census Bureau Household Pulse Survey public use files for
survey weeks 34-38
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Making the credit fully refundable also reduced racial income disparities. Prior to the Rescue Plan,
roughly 27 million children received less than the full credit or no credit at all because their families’
incomes were too low. This included roughly half of Black and Latino children (compared to about
one-fifth of white children) and half of children in rural areas.” The fully refundable credit made all
of these previously omitted families eligible.

Beyond reducing immediate hardship, the Child Tax Credit expansions constitute a high-return
investment in children’s futures. Poverty and its attendant hardships shortchange children for
decades, research shows.” Studies also find that additional family income improves outcomes for
children in areas including education, earnings in adulthood, and health, which can yield benefits
over the course of their lives that also benefit the nation as a whole.”

Health Coverage

In the early days of COVID-19, several independent analyses projected that tens of millions of
people would lose employer-based coverage and 2.9 to 8.5 million would become uninsured.”* Such



losses would have created especially severe risks in a pandemic, as uninsured adults are much more
likely to delay or forgo needed medical care.” Largely due to federal relief legislation, however,
coverage has remained mostly stable since the pandemic began.”

Beginning in March 2020, states have received an increase in federal Medicaid funding if they
maintain continuous coverage for Medicaid enrollees, rather than conducting annual benefit
redeterminations as is normally required for most enrollees. This largely eliminated coverage losses
due to administrative “churn” (that is, due to individuals’ inability to navigate the administrative
requirements or glitches in state processes). It also allowed people to maintain Medicaid coverage
who otherwise would have become ineligible due to a change in their income, age, or status, such as
a pregnant woman losing coverage shortly after giving birth.

All states have participated. As a result, Medicaid and Children’s Health Insurance Program
(CHIP) enrollment grew by 12 million from March 2020 to July 2021, reaching a record 83.6
million.”” The continuous coverage provision likely played a particular role in advancing racial equity,
as Black and Latino people are disproportionately enrolled in Medicaid and Latino people
experience particularly frequent gaps in Medicaid coverage.”

The American Rescue Plan temporarily increased the value of premium tax credits and expanded
eligibility in the ACA marketplaces, leading to a 19 percentage point increase in the number of
uninsured people eligible for zero-premium plans.” As marketplace coverage became more
affordable, the Administration opened a six-month pandemic-related special enrollment period in
2021 and substantially increased funding for outreach and consumer assistance, resulting in 2.8
million people signing up for coverage during the special enrollment period.”

The 2022 open enrollment period saw even more enrollment gains, reflecting the continuation of
the Rescue Plan premium tax credit increases and further enhanced outreach and consumer
assistance. A record 14.5 million people selected marketplace plans, up from 12 million in 2021 and
11.4 million in 2020. For marketplace enrollees who used HealthCare.gov during the 2022 open
enrollment period, average monthly premiums fell by 23 percent as compared to premiums charged
during the 2021 open entollment period before the Rescue Plan reductions.”

Largely due to these Medicaid and ACA marketplace provisions, the uninsured rate did not
increase in 2020 or 2021 (with data going through the third quarter of 2021), and preliminary data
suggests it may even be lower now than before the pandemic. In the third quarter of 2021, an
estimated 29.0 million people were uninsured, compared to 31.6 million in 2020 and 33.2 million in
2019.* The number of people with employer-based coverage fell by about 2 to 3 million in 2020, a
smaller decline than in the number of jobs, largely because job losses were concentrated in industries
with low rates of employer-based coverage. And the losses in employer-based coverage were more
than offset by coverage gains in Medicaid and the ACA marketplaces.”

Beyond keeping people insured, federal pandemic relief measures also supported the public health
response to the pandemic. Relief legislation and guidance expanded access to coverage for testing,
vaccines, and treatment of COVID-19. Emergency authorities available during the public health
emergency enabled states to swiftly improve access to Medicaid home- and community-based
services (HCBS), helping some people avoid or exit group settings (like nursing homes) where the
virus was spreading quickly. States also expanded home-delivered meals and telehealth and shored
up HCBS providers by increasing payment rates and making retainer payments.* The American
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Rescue Plan made additional federal funding available for Medicaid HCBS that states could invest in
ongoing pandemic-related needs, including workforce supports, telehealth, reducing waiting lists,
and expanding housing-related supports that many people need in order to live in the community.*

In addition, the CARES Act created a Provider Relief Fund to help hospitals and other health care
providers remain financially stable — both during the pandemic’s early months, when they were
performing fewer high-revenue procedures, and later, as COVID surges filled hospital beds and
created staffing challenges. A portion of these funds were allocated specifically for Medicaid
providers and providers that serve a disproportionate number of uninsured patients.*

Paid Leave

The Families First Coronavirus Response Act, enacted in March 2020 before the CARES Act,
included the first national provision for paid sick days and paid caregiving leave. This provision
responded to the urgent need to enable workers who were sick or quarantined due to COVID-19 to
stay home, as well as to enable caregiving for COVID-affected family members or children who
were at home due to closed schools ot child care.

The law was limited in a number of ways, most notably excluding workers at companies with
more than 500 workers."” Even so, the temporary program helped over 750,000 firms pay their
workers when they had to miss work for COVID-related reasons, according to the Government
Accountability Office.” It also prevented 15,000 COVID infections per day, researchers found, even
with limited coverage and at a time when the virus was far less infectious.*

Food Assistance

Early in the pandemic, hunger was poised to soar. Calls to “211” for help with food in the first
two months of the pandemic were over four times greater than earlier in 2020.” Use of food banks
also increased.” In the Great Recession, the share of households that were food insecure rose from
11.1 percent in 2007 to 14.7 percent in 2009, according to Agriculture Department estimates. Yet
because of the robust relief effort during the pandemic, the typical annual measure of food
insecurity in 2020 was unchanged from the 2019 level of 10.5 percent. Food insecurity under the
annual measure did rise for households with children and for households headed by Black adults,
and other Census data show higher levels of food insufficiency (a different measure of food
hardship) during the pandemic than what the annual data show.” But it remains clear that food
insecurity did not surge during the pandemic the way it did during the Great Recession.

Supplemental Nutrition Assistance Program (SNAP) eligibility and participation expand
automatically in response to job and income losses, and policy changes enacted during the pandemic
boosted caseloads modestly as well. The number of SNAP participants grew from 37 million in an
average month just before the pandemic to 43 million in June 2020. (The total number of individuals
helped by SNAP during the pandemic is likely substantially higher as households came on and off
the program over the course of the crisis.) The caseload has been declining since the summer of
2020, but in November 2021 (the most recent data available) was still about 12 percent above the
February 2020 level.

Beginning in March 2020, Congress made numerous policy changes that took advantage of
SNAP’s ability to deliver benefits quickly by adding benefits to households” EBT cards. These
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changes included giving states flexibility to provide emergency SNAP benefit supplements, which all
states did;” boosting SNAP maximum benefits by 15 percent from January through September
2021; and creating a Pandemic-EBT program to provide benefits (via the SNAP EBT cards) to
households with children who miss school meals due to the pandemic. Congtress also temporarily
suspended SNAP’s three-month time limit, which takes benefits away from many adults under age
50 without children in the home when they don’t have a job more than 20 hours a week, and
loosened the general rule that makes many college students ineligible for SNAP. Waivers of certain
process requirements in SNAP (as well as in WIC and the school meals programs) enabled
administrators to deliver benefits promptly and safely even as caseloads surged and eligibility staff
worked from home.™

Average SNAP benefits across all households rose from about $120 per person per month before
the pandemic to about $230 in the summer and fall of 2021. Since then, SNAP pandemic relief has
fallen as one benefit increase expired and states have started to pull back on emergency
supplements.”

Pandemic-EBT benefits, available to low-income school-age children who missed school meals as
well as certain younger children, enabled families to prepare food at home to replace the meals
missed in school or child care. These benefits appear to have reached a substantial share of eligible
children.* Participants in most states received about $114 per child per month for the spring of
2020.

In addition, the American Rescue Plan increased the fruit and vegetable benefits provided through
WIC, which reaches 4.7 million low-income pregnant and postpartum individuals and children
under age 5. The increase more than doubled the fruit and vegetable benefit for children. The
increase is even larger for adults, who now receive a larger benefit each month for fruit and
vegetables than the value of their #/a/ benefit before the pandemic.”

Early evidence shows the real-time impacts of these relief measures. For example, researchers
found that receipt of P-EBT benefits in 2021 reduced the share of SNAP households where
children experienced very low food security by 17 percent and reduced food insufficiency among
SNAP households by 28 percent.”® The January 2021 increase in the SNAP maximum benefit also
coincided with a large drop in the number of adults reporting that their household didn’t get enough
to eat in the past seven days, according to Pulse data. Although it is not always possible to separate
the effect of food assistance from other aid, expansions in SNAP and WIC played a key part in
averting increased hunger during an unprecedented crisis.

Housing Assistance

The U.S. was already facing a crisis of homelessness and housing instability when the pandemic
hit. In January 2020, 30 states saw a rise in homelessness from one year eatrlier; for the first time
since we began tracking this data, more single individuals™ experiencing homelessness wete
unsheltered than sheltered; and there were more people in families living unsheltered than the year
prior.” The number of people at risk of homelessness was high, increasing the risk that
homelessness could surge just when it presented the greatest health risks. Nearly 7.8 million
households had worst case housing needs in 2019, largely driven by severe rent burdens.”
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The onset of the pandemic worsened the difficulties for many people experiencing homelessness,
with people in congregate care facilities as well as unsheltered arrangements facing increasing risk of
infection. Also, shelters needed to reconfigure and downsize to comply with public health guidance
and meet their staffing challenges.”

To address the unprecedented hardship for people experiencing homelessness and housing
instability during the pandemic, Congress made substantial investments — including $46.6 billion
for the new Emergency Rental Assistance (ERA) Program, $5 billion for 70,000 Emergency
Housing Vouchers (EHV), $5 billion for the HOME Investments Partnerships program, and $4
billion for the Emergency Solutions Grants-COVID (ESG-CV) program. The measures are
unprecedented in scope and will have a lasting positive impact by averting hardships that can have
long-term negative consequences.

Over 3.2 million households received emergency rental assistance from January to November
2021, according to Treasury Department data. This assistance is likely a key reason that evictions
didn’t surge after the end of the national eviction moratorium in August 2021.” The number of
evictions remains below pre-pandemic levels based on the latest available data (from December
2021), though landlords have filed a growing number of cases since the moratorium ended.” Based
on data from the first allocation of ERA funds (called ERA-1), these programs are providing well-
targeted assistance: 88 percent of the households served through September 2021 (excluding
households served by tribes) have incomes at or below 50 percent of the area median.

While EHYV is still in its early stages of implementation, it has issued more than 24,000 vouchers
to households experiencing or at risk of homelessness and more than 11,000 units have already been
leased. ® Voucher issuances and leases are increasing at a rapid pace as programs address early
implementation challenges. ESG-CV has helped communities respond to the needs of people living
unsheltered and in shelters, and HOME will help communities build permanent and supportive
housing,.

Housing instability remains an enormous challenge, however. While rental hardship is below the
January 2021 peak, families face continued challenges securing and affording stable housing and the
burden is outsized for people of color, children, and seniors, Pulse data show. Data collected
between December 29, 2021, and January 10, 2022, show that over 11.5 million adult renters were
behind on rent, nearly half of whom reported that they were either very or somewhat likely to face
eviction in the next two months.®

Emergency Cash Assistance

Expanded unemployment benefits played a key role in reducing pandemic hardship, but it focused
on workers who lost their jobs. One group it left out was families receiving cash benefits from
Temporary Assistance for Needy Families (TANF). The American Rescue Plan provided $1 billion
to state TANF agencies through the Pandemic Emergency Assistance Fund, which they could
provide to TANF families and other families with very low incomes to meet additional needs
resulting from the pandemic. All states except Idaho opted to take the funds.

TANTF’s low monthly payments made it nearly impossible for families to cover the additional

expenses resulting from the pandemic. In the median state, the monthly TANF benefit for a family
of three is just $498, or 27 percent of the federal poverty line. Like most other families with children,
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TANTF participants faced rising food prices and additional expenses related to schooling and caring
for their children at home, along with new expenses for cleaning supplies and masks to protect them
from getting the virus. But because TANF benefits are fixed, their incomes did not increase to help
offset their increased expenses. Also, many families use TANF only temporarily when parents are
between jobs, but some parents faced longer periods of joblessness during the pandemic, so the
inadequacy of TANF benefits was even more problematic for them.

Most states have used or plan to use the funds to provide a one-time payment to supplement
families’ regular monthly cash benefits. A few states also provided payments to SNAP families with
no income.

State and Local Relief

Federal aid to state and local governments, territories, and tribal governments is important during
any economic downturn. Their revenues typically fall during recessions since people lose income
and consume less, and their costs typically rise since more people need public assistance. Unlike the
federal government, states and localities must balance their budgets every year; without federal aid
during recessions, they must cut services or raise revenue (or both), which can weaken the economy
further. In its immediate budgetary effects, the pandemic hit like other downturns, causing state,
local, tribal, and territory revenues to collapse and costs to rise sharply. Without federal aid the
pandemic would have forced deep cuts in state and local services at a time when zereased supports
— including public health measures to respond to the pandemic — were needed.

The CARES Act included $150 billion in aid for states, local governments with populations over
500,000, tribal governments, and U.S. Territories, which they could use only for new costs incurred
due to the public health emergency through the end of 2020 and not to make up for revenue
losses.”” The Families First legislation increased the federal share of Medicaid funding, a crucial step
given the rapid surge in people needing health coverage; the added Medicaid dollars strengthened
states’ overall fiscal picture while protecting coverage for millions of people.

These funds helped meet increased needs but left many state, territorial, tribal, and local
governments unable to meet surging challenges. Even with CARES Act aid, the number of state and
local employees fell at a time of increased need for public services, dropping by 1.2 million or 6
percent between February and December 2020. Medium-sized and small localities, left out entirely
of the CARES Act, continued to struggle.

The American Rescue Plan provided $350 billion in more flexible aid to help states, local
governments of all sizes, tribal governments, and U.S. Territories respond to the pandemic. The
law’s State and Local Fiscal Recovery Funds (SLFRF) provided funds that governments could use to
make up for pandemic-induced revenue losses, providing a hedge against expected shortfalls and
helping them rehire workers and reverse spending cuts from earlier in the pandemic. The Rescue
Plan also provided funds for responding to the virus and its negative economic impacts on people
and businesses, offering premium pay to essential workers, and investing in needed broadband,
water, and sewer infrastructure projects. Under Treasury guidance, governments have until the end
of 2024 to obligate the funds and until the end of 2026 to finish spending them.

Treasury Department guidance has strongly encouraged participants to use the funds to address
racial and economic inequities that predated the pandemic and then made the crisis worse, as well as
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to address pandemic-induced problems that may take years to unravel, like lost learning time for
children and the increased prevalence of mental illnesses.

Most states have acted quickly to use the federal funds. As of January 2022, some 43 states and
the District of Columbia had appropriated $112 billion (72 percent) of the $155 billion allocated to
states so far. And since December 2020, states and localities have hired 470,000 workers. Plus, many
states now meeting in legislative sessions are developing plans for using the remaining funds. Up-to-
date information about SLFRF uses by local, tribal, and territorial governments is not yet available,
but reports by the most populous cities and counties document that even as early as July 2021 they’d
already allocated more than half of the funds then available, with the most common use being
making up for lost revenues.*

Over the last year, state revenue collections have rebounded faster than expected in most states,
largely because of the rapid economic recovery fueled by the Rescue Plan and eatlier federal relief
packages. As a result, while replacing lost revenues is the single biggest purpose for which states
have used the SLFRF, they’ve used it less for this purpose than seemed likely in early 2021.

Nearly one-quarter of the state funding has gone to offset pandemic-induced revenue losses,
including funds used to hire back school workers and others laid off earlier in the pandemic. Nearly
another quarter has gone to health care and human services for people affected by the pandemic.
For example, Utah appropriated funds for a system to provide booster shots, California revamped
its youth mental health system to provide better care to more children, and Virginia raised wages for
behavioral health workers. Another quarter has gone to help affected businesses and for economic
development and infrastructure. For example, Wisconsin spent funds supporting businesses in
communities most affected by the downturn and Delaware, Colorado, and other states invested in
expanding broadband, consistent with a goal of the SLFRF to seed a stronger recovery. Most of the
rest has gone to shore up state unemployment trust funds, which were hit hard after the pandemic.”

Unfortunately, some states have used the funds in ways inconsistent with the law’s spirit.
Alabama, for example, devoted nearly one-fifth of its funds to building new prisons. And many
states are considering tax cuts. The SLFRF expressly forbids using the funds for tax cuts,” but states
can use their own funds for such purposes. While the SLFRF may have indirectly helped make these
proposals more affordable, many states likely would have considered tax cuts this year without the
SLFRF funds, for reasons that vary by state; policymakers in some states were trying to dismantle or
sharply reduce income taxes even before the pandemic.” Some states are considering permanent
income tax cuts — a long-standing goal of some conservative policymakers and interest groups —
even though the SLFRF funds are temporary. (Conservatives pursued tax cuts after the Great
Recession as well, though the federal government provided much less state fiscal aid then.)” Other
states are considering one-time tax cuts aimed at reducing household costs.

Localities, territories, and tribal governments have made productive use of the SLFRF. For
example, Pittsburgh used part of the funds to save 600 jobs slated for elimination and committed to
providing free Wi-Fi in community centers, among other uses.” St. Louis set aside funds for a
mobile vaccination effort, a jobs program for youth from low-income families that had been
especially affected by the pandemic, and efforts to help house people experiencing homelessness and
reduce evictions.” Tribal nations ate especially vulnerable to COVID-19’s health risks and the
pandemic drastically reduced the revenues of tribal governments that rely on toutism and casinos,”
but the SLFRF has transformed tribal governments’ ability to respond to the pandemic and help
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tribal members recover. The Navajo Nation, for example, is using SLFRF funds for broadband and
water projects, supportt for tribal businesses, care for COVID-19 patients, and burial assistance for
the families of COVID victims, among other uses.”® U.S. Tertitories also face especially difficult
conditions in fighting and recovering from the virus; Puerto Rico has already allocated some 83
percent of its SLFRF for initiatives such as COVID-19 tracking efforts, support for affected
businesses, premium pay for essential workers, and mental health programs.”’

The last two economic crises provide important lessons for the design of state and local fiscal
recovery funds in future downturns. Federal aid to states and territories in response to the Great
Recession was too small (covering only one-quarter of state budget shortfalls) and ended too soon,
and local and tribal governments received no federal aid. As a result, layoffs and deep, recession-
induced spending cuts by states and other governments weakened the recovery. In the current crisis,
federal aid to states, localities, territories, and tribal governments was far more robust and, in the
SLFRF, gave them more time to use it. This was particularly appropriate since the pandemic
produced a highly uncertain and still-unfolding economic and fiscal situation, and many of its
harmful impacts may last longer than the effects of a more typical recession.

In a future crisis, policymakers should avoid the mistakes of the Great Recession’s fiscal aid
response and err on the side of ensuring that states and other governments have enough aid to meet
the needs of residents and businesses. Policymakers can consider ways to link the amount of aid and
its duration to economic conditions, though doing so presents design challenges and it is important
not to under-shoot what’s needed. Policymakers should require states and other governments to
spend sizeable portions of the aid in ways that particularly help low-income people, communities of
color, and others especially likely to be harmed by an economic crisis. They also can consider
additional ways to limit the use of funds, again recognizing the challenges in striking a reasonable
balance between allowing states and other governments flexibility and ensuring funds aren’t used in
problematic ways. Finally, policymakers should continue to support the fiscal health of tribal
governments during future recessions; the first-ever fiscal aid provided during this downturn was a
historic advance and sets an important, positive precedent.

Macroeconomic Impacts

In mid-March 2020, the number of new claims for unemployment insurance surged by a record 3
million as COVID-19 spread, beginning the deepest recession since World War II. Employers shed
22 million jobs in March and April and the share of the population with a job fell by 10 percentage
points. Policymakers’ rapid and robust response was instrumental in turning the economy around.

Federal relief measures in the U.S. were larger as a share of GDP than in most European
countries and Japan, and the U.S. has gotten back to pre-pandemic levels of economic activity
faster.” CBO estimates that without the relief measures enacted in March and April 2020,” GDP
would have been 12 percent lower than in its pre-pandemic projection in 2020 and 9 percent lower
in 2021.% With those relief packages and subsequent legislation, the actual gaps were far smaller: 5.8
percent in 2020 and 1.1 percent in 2021. The jobs recovery was also faster than anticipated;’ in
January 2022 the unemployment rate was 4.0 percent, close to the 3.5 percent low reached just
before the pandemic.
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Relief Legislation Key to Solid Jobs Recovery
Change in payroll employment since February 2020, in millions of jobs
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The path of the recovery in 2020 and 2021 largely tracked the policy response, though shifts in the
virus and in restrictions on economic activity also had an impact. Following enactment of the
CARES Act in March 2020, the economy grew strongly™ and by mid-summer, the jobs deficit had
been cut in half. However, around the time the federal supplement to weekly unemployment
benefits expired at the end of July — and COVID cases then rose substantially from mid-September
through the end of the year — job growth slowed, and remained slow until the end of 2020, when
Congress passed another major relief package. With that package and the American Rescue Plan in
March 2021, as well as progress against the virus, job growth picked up, averaging 555,000 per
month in 2021. (See Figure 3.)

A new Moody’s Analytics analysis finds that in the absence of relief measures, “the economy
would have succumbed to a double-dip recession” and unemployment, particularly among low-paid
workers, would be significantly higher.” Indeed, the analysis finds that without the Rescue Plan, but
assuming the other relief packages were enacted, the U.S. would have “come close to suffering a
double-digit recession in spring 2021.”

The pattern of job loss and recovery has varied widely across industries, occupations, and
demographic groups. A CBO analysis found that just 11 out of 264 private industries accounted for
about Jalf of the job losses in the downturn and about half of the rebound in employment over the
next 12 months, with restaurants and other food services accounting for the largest decline and
rebound.* Unlike in the Great Recession and subsequent slow recovety, when men incurred a
disproportionate number of job losses, women experienced disproportionate losses in the pandemic
recession. Women were more likely to work in hard-hit industries, and many mothers of young
children had child care responsibilities that kept them from work.
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FIGURE 4

Hispanic Job Losses Largest in Downturn;
Gains Largest in Recovery
Change in employment by racial/ethnic group
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Hispanic workers had the largest proportional job losses and subsequent gains among major racial
and ethnic groups, partly because they constituted a higher share of workers in affected industries,
such as restaurants and food services. (See Figure 4.) In general, women, workers of color, workers
without a bachelor’s degree, and those who were foreign-born worked in the industries and
occupations most affected by the pandemic. Thus, they had greater job losses in the recession than
workers who were white, native born, and four-year college graduates but also substantial bounce-
backs in the robust, relief-fueled recovery.”

While unemployment has fallen sharply, the labor force participation rate — the share of people
working or actively looking for work — is still below pre-pandemic levels. This partly reflects baby
boomers reaching retirement age and a wave of early retirements (some of which may be
temporary), but an elevated number of younger people are also out of the labor force currently.
More research is needed to get a firm grip on the “Great Resignation” phenomenon, in which
workers appear to be staying out of jobs despite plentiful job opportunities.

The strong recovery and tight labor markets have produced rapid nominal wage growth over the
past two years, especially for the lowest-paid workers, which has offset some of the effects of recent
inflation. For workers in the bottom quarter of earnings, in fact, wage increases appear to have
modestly exceeded inflation over this period. *

However, inflation is high and is causing strain on families. Most forecasters expect it to come
down over the course of 2022, but how fast and by how much remain uncertain. The pandemic
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economy has been like no other, with fluctuations in the demand and supply of goods, services, and
labor. Blaming inflation solely on the demand created by pandemic relief programs, which supported
struggling families and unemployed workers and supported spending that promoted a robust
recovery, is overly simplistic. Inflation emerged for other reasons as well, including supply
constraints that created shortages that in turn led to price increases. Those constraints often stem
from the health crisis itself, which hampered production of some key goods.

Overall consumption has returned to the level that would have been predicted prior to the
pandemic. However, its composition is significantly different than what would have been predicted.
Demand is down for services and up for goods at a time when, for a variety of reasons, the supply
of various goods cannot adjust fast enough to keep up with demand.

The Federal Reserve has clearly indicated its intention to fight inflation, and it has the tools to do
so while remaining attentive to its dual mandate from Congress to promote both stable prices and
maximum employment.

It is important to consider what the state of the economy would have been over the course of the
crisis — and the amount of hardship that families would have faced — if the nation hadn’t enacted
robust relief measures. The new Moody’s analysis was designed to do just that, modeling the
economy in the absence of relief measures and finding that without them the recovery would have
been far slower and less robust, high unemployment would have been far more protracted, and as a
result, hardship far worse.

Higher inflation today is preferable to a more protracted recession that left more people unable to
pay their bills and more businesses shuttered, economist Paul Krugman (among others) has argued.”
As this paper has shown, the strong federal response to the COVID-19 pandemic helped tens of
millions of people get adequate food, shelter, and medical care and cover other basic household
expenses during this unprecedented crisis, while also sparking a historically rapid recovery from
recession.
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