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Overview

The coronavirus public health emergency and re-
sulting economic recession brought into stark relief
the engrained problems with the system of income
support for U.S. workers and their families. People

in the United States access income support from a
wide range of programs, including Social Security,
Unemployment Insurance, the Earned Income Tax
Credit, and the Temporary Assistance to Needy Fam-
ilies program, to name a few.

Despite the number of programs that make up our
income support system, many people who need this
support are blocked from accessing it. During the
COVID-19 crisis, the existing income support infra-
structure has been wholly insufficient for providing
relief to those who needed it! And while the pan-
demic-specific income supports delivered through
the Coronavirus Aid, Relief, and Economic Security,
or CARES, Act and related programs successfully



https://equitablegrowth.org/the-only-thing-better-than-strengthening-federal-social-supports-now-to-prevent-a-coronavirus-recession-is-strengthening-them-forever/
https://www.povertycenter.columbia.edu/news-internal/2020/covid-projecting-monthly-poverty
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blunted some of the worst pain of the pandemic, they also failed to deliver for
all who needed income support due to sustained underinvestment in these key
income support programs over the past half-century.?

The coronavirus health and economic crisis is being felt widely by millions of U.S.
workers and their families, yet people across the country face crises of their own
every day no matter the broader economic or public health outlook. Whether it’s

a personal or national crisis, the inability to access income support programs to
weather unexpected storms has serious consequences, especially for many workers
of color, women, and their families. Indeed, the coronavirus recession exposed al-
ready deep inequalities in access to income supports along lines of race and gender:3

What is it, precisely, that stops people from accessing income supports? There are
three main barriers:

I Eligibility rules are too strict.
I Benefits are too hard to access even when people are eligible.

B Benefits amounts are too low.

No matter one’s place in the income distribution at any given time, these weak-
nesses in our nation’s income support system prevent the U.S. economy from
reaching its full potential through lowered labor force participation, a weakened
macroeconomy during economic recessions, and underinvestment in the human
capital of the next generation of workers. What’s more, all of us are likely to face a
personal need for income support at some point over the course of our lives.

So, let’s examine the challenges confronting the United States’ system of income
supports. Then, we will turn to examining why these are problems both for our
economy at large and ourselves as individuals.

Problems with our current system
of income support
We define income supports as those programs that transfer cash to households

(including both social insurance programs that make transfers based on past
earnings among other criteria, social welfare programs that make transfers based


https://equitablegrowth.org/broken-plumbing-how-systems-for-delivering-economic-relief-in-response-to-the-coronavirus-recession-failed-the-u-s-economy/
https://www.bloomberg.com/news/features/2021-06-25/u-s-unemployment-at-least-9-million-americans-didn-t-receive-any-benefits
https://timesupfoundation.org/work/times-up-impact-lab/times-up-measure-up/foundations-for-a-just-and-inclusive-recovery/
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on current income and wealth levels among other criteria, as well as income transfers
made through the tax system) and in-kind transfer programs that relieve pressure

on household budgets and effectively provide income support (for example, when
households receive food or housing support they no longer need to spend their limit-
ed income on food and housing and can instead use that cash to cover other needs).
Together these distinct types of programs create our nation’s system of income
supports. Let’s examine the challenges confronting our income support system across
each of the three criteria mentioned before: eligibility, accessibility, and adequacy.

Eligibility rules are too strict

Despite fallacious stereotypes about profligacy in income support programs, it is
actually intentionally quite hard to access them in the first place.* Eligibility criteria
typically screen out many people based on their family status, asset levels, age, or
ability status. Simply by getting married, maintaining a modest “rainy day” fund, or
keeping a reliable car, a person can lose eligibility for an income support program.s

Additionally, to access many income support programs, a person must be em-
ployed—despite the fact that lacking income may be the factor that is preventing a
person from maintaining employment.® If a person cannot afford transportation or
child care, for example, it can be difficult to stay employed.

Since the 1990s, changes to our income support system have only further tied eligi-
bility to work requirements, with the replacement of Aid to Families with Dependent
Children with the Temporary Assistance for Needy Families program and the cre-
ation of the Earned Income Tax Credit. Even the Supplemental Nutrition Assistance
Program, or SNAP, colloquially known as food stamps, has work requirements.’

While many people with inadequate incomes are indeed active participants in the
labor force, others may have caretaking obligations, health challenges, or face
discouragement in the search for employment situations that are safe.® When
workers hit a moment in their lives when they are unable to be in the labor force,
this may actually be the time they need income support the most.

Benefits are too hard to access

But even among people who meet all the eligibility requirements for income sup-
port, the rate at which they access those benefits remains low.

The low proportion of eligible people accessing Ul benefits provides a salient exam-
ple of how systems and processes that are out of date or purposefully difficult to
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navigate keep people from accessing the income support they need and are eligible
for? In the spring of 2020, an unprecedented number of workers were laid off as a
result of the coronavirus recession and applied for Unemployment Insurance. More
than 1in 7 American workers applied for income support through the Ul program.®

Yet poorly designed systems for applying for benefits, from understaffed phone lines to
arcane websites, meant that millions of workers waited weeks to get the payments they
were eligible for, if they got them at all." States make choices about whether to invest
resources in improving system accessibility, and racism appears to shape these choices.
Rates of Ul access are low in states with a greater share of Black workers.” (See Figure 1.)

States with the largest share of Black workers have low rates

of Unemployment Insurance recipiency
Rate of recipiency of Unemployment Insurance benefits by state, May 2020
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*States with a black border are
the 10 states with the largest
share of Black workers.

Many headlines highlighted the difficulty faced by workers who lost their jobs
through no fault of their own in accessing Unemployment Insurance during the early
days of the pandemic, but this is not the only example of the challenges of claiming
income support for which one is eligible. In all public health and economic contexts,
people struggle to travel to Social Security Administration field offices to complete
disability applications, complete the paperwork necessary to recertify for the Supple-
mental Nutrition Assistance Program, and correctly document their work participa-
tion to remain eligible for the Temporary Assistance for Needy Families program.®

The many difficulties people eligible for income support face is a policy choice, not
an inevitability of bureaucratic programs.* There are examples of income support
programs with high take-up rates, such as the Earned Income Tax Credit and Social
Security. The EITC has a nearly 8o percent take-up rate, and 97 percent of elderly
Americans receive Social Security benefits.'s

FIGURE 1

Rates of UI access are
low in states with a
greater share of Black
workers.

Source: Michele Evermore, “The
Unemployment Pandemic Addressing
America’s Job Crisis,” Testimony before the
U.S. House of Representatives Committee on
Oversight and Government Reform Select
Subcommittee on the Coronavirus Crisis,
June 18, 2020, available at http:/stage.nelp.
org/wp-content/uploads/Unemployment-
Pandemic-Job-Crisis-Testimony-Michele-
Evermore-June-2020.pdf; U.S. Bureau of
Labor Statistics, “Expanded State Employment
Status Demographic Data: Preliminary 2020
Annual Averages” (n.d.).
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A key reason for the high take-up rates for these two income support programs is the
lack of red tape. Filing one’s taxes once a year and submitting an initial application are
all that is required to receive these sources of income support. In stark contrast to
programs with lower take-up rates, such as Unemployment Insurance and Temporary
Assistance for Needy Families, there is no regular ongoing process that people have to
go through to prove their eligibility. Indeed, the relative absence of bureaucratic hur-
dles associated with claiming tax credits is a factor that influenced Congress’ recent
passage of legislation that provides income support to children delivered through
through periodic payments of a fully refundable Child Tax Credit during 2021."

Benefit amounts are too low

Even people who surmount the obstacles of meeting eligibility requirements and
navigate the process required to gain access to income support find that the in-
come is insufficient to help meet their basic needs. The maximum monthly amount
that a family of four with no income receives from the Supplemental Nutrition As-
sistance Program is $680, or $5.48 per person per day.” Families with any income
at all receive less than this.

Despite being a social insurance program, Unemployment Insurance also doesn’t FIGURE 2
begin to provide enough income to make up for the wages lost when a job is lost.” ...In no state are
Indeed, in no state are regular Ul benefits sufficient to cover a person’s basic needs regular UI benefits

of housing, food, child care, transportation, healthcare, taxes, and other necessities

. , , sufficient to cover a
such as clothing and school supplies.” (See Figure 2.)

person’s basic needs

. . of housing, food, child
In all 50 states, monthly Ul benefits are far too low to cover basic f & food,
household expenses care, transportation,
Monthly shortfall between state average Ul benefits and state average budget expenses, 2020 healthcoufe, taxes, and

other necessities...

NH -3,546
VT -3197

Note: Household expenses reflect a modest
budget for a household of one parent and
A -3,969 one child.

£09 Source: Lily Roberts and Justin Schweitzer.
681 “You Can’t Afford to Live Anywhere in the
United States Solely on Unemployment
Insurance” (Washington: Center for American
Progress, 2020), available at https://www.
americanprogress.org/issues/economy/
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insurance/; Elise Gould, Zane Mokhiber, and
Bl 52399 63,000 Kathleen Bryant, “The Economic Policy
I 34,999 - -$4,000 Institute’s Family Budget Calculator: Technical
) Documentation” (Washington: Economic
HI-4,249 Policy Institute, n.d.), available at https://www.
epi.org/publication/family-budget-calculator-
documentation/.
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The income support provided by the Temporary Assistance to Needy Families pro-
gram leaves a family of three below half of the poverty line in almost every state
and is time-limited, as its name suggests.* Racism also shapes the level of support
this program provides: States with a greater share of Black residents provide lower
levels of income support through the Temporary Assistance to Needy Families
program than states with fewer Black residents.”

FIGURE 3
States with the largest share of Black workers have the lowest Stat th ;
maximum TANF benefits ates win a greater
Maximum TANF benefits for family of three as a percent of the paverty line, by state, 2020 share of Black residents

provide lower levels

of income support
through the Temporary
Assistance to Needy
Families program than
states with fewer Black

0-20% residents.

[ 20-30%
I 30-40% Source: Center on Budget and Policy
B 20-60% Priorities, “Policy Basics: Temporary
TS @ bR T Assistance for Needy Families” (2021),
the 10 states with the largest available at https://www.cbpp.org/research/

share of Black warkers family-income-support/temporary-assistance-

for-needy-families; U.S. Bureau of Labor
Statistics, “Expanded State Employment
Status Demographic Data: Preliminary 2020
Annual Averages” (n.d.).

A weak system of income support harms the
entire U.S. economy

A weak system of income support harms individual workers and their families, who,
at some point in their lives, experience the vicissitudes of life without adequate
income. This weak system also harms the overall strength and growth potential of
the U.S. economy.

During recessions, for example, income support acts as an “automatic stabilizer.”
This means the use of income support programs, such as Unemployment Insur-
ance and SNAP, increases during recessions as workers are laid off and apply for
them to help replace their lost incomes.

This kind of income support not only helps those individual workers and their fam-
ilies in need, but also ensures people are still able to purchase goods and services


https://www.cbpp.org/research/family-income-support/temporary-assistance-for-needy-families
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during an economic downturn, which softens the aggregate impact of recessions
on the economy.” Indeed, increased government spending on Unemployment In-
surance during the Great Recession of 2007-2009 boosted overall Gross Domestic
Product: For every $1 spent on extending Ul benefits, we saw an additional $1.61 in
economic activity.*

Other income support programs, including the Temporary Assistance for Needy
Families program, could also play this important countercyclical role, but policymak-
ers have so eroded the program’s effectiveness that TANF income support does not
respond swiftly when a recession hits.*> When any of these programs are difficult to
access or have low benefit amounts, their efficacy as automatic stabilizers is blunted.

Another way a strong income support system strengthens the economy is via its
positive impacts on U.S. labor market outcomes. Research shows that access to
paid leave, child care support, and EITC income support all increase women’s labor
force participation rates.®

Another example comes from the Ul system, which research shows improves
” “job matching””” This means that with more time, people are able to
find jobs that are a better match for their skills. This doesn’t just benefit individual
workers in terms of higher earnings. Better job matching also benefits the whole
economy in the form of increased efficiency, productivity, and higher revenue on

those higher earnings.

workers

Weaknesses in our current system of income support also hurt the human capital
development of workers, as well as the children of workers.?® This means the eco-
nomic consequences of a weak system of income support aren't just felt in the pres-
ent but also extend into the future. An extensive body of research spanning decades
shows the importance of childhood environments for human capital development.®

Human capital plays a crucial role in determining future education and earnings
outcomes. Underinvesting in children’s human capital development today means
less-educated and lower-earning workers in the future, which depresses the econ-
omy’s potential growth.

New research shows how widespread the economic benefits of just a single
income support program—specifically, SNAP—can be3° Hilary Hoynes, an econo-
mist at the University of California, Berkeley, and her co-authors find that children
with early access to food assistance grew up to be better-educated and have
healthier, longer, and more productive lives. This economically benefits all of us

in the form of higher tax revenue, lower future expenditures on income support
programs, and lower expenditure on the criminal justice system.
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Our nation needs a strong system of income
support because nearly everyone will need it at
some point in their lives

The issues discussed above with eligibility requirements, access difficulty, and
income adequacy are all examples of how our current system of income support

is failing to meet the needs of so many people in the United States. Such inade-
quacies are not abstract issues. While a common perception is that only a small
proportion of U.S. residents have unmet need for income support, evidence shows
that the vast majority of people in the United States are at risk of a change in in-
come that would lead them to experience poverty for 1to 2 years.?

Nearly everyone at some point in their lives will experience an unmet need for in-
come support. Contrary to racist portrayals of who actually uses and benefits from
income support programs, the experience of poverty is actually something that
the majority of people in the United States will face in their lifetimes.

Research by Mark Rank at Washington University in St. Louis and Thomas Hirschl at
Cornell University finds that between the ages of 25 and 60, 54 percent of U.S. resi-
dents will experience poverty or near poverty at least once Further, 61.8 percent of
U.S. residents will spend a year below the 20th percentile of the income distribution,
and 42.1 percent will spend a year below the 10th percentile. (See Figure 4.)

FIGURE 4
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Source: Mark R. Rank and Thomas A. Hirschi,
“The Likelihood of Experiencing Relative
Poverty over the Life Course,” PLOS ONE 10
(7) (2015), available at https;//doi.org/10.1371/
15 journal.pone.o133513.
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Another way to think about this is through the construct of risk. Americans have
a 54 percent chance of experiencing poverty at least once during adulthood.
This is more than the chance of having appendicitis or getting divorced over the
course of a lifetime >
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As economists Jesse Rothstein at UC Berkeley and Sandra Black at Columbia Uni-
versity argue, it is inefficient to have families self-insure against unpredictable risks
they cannot reasonably calculate for themselves, such as the chances of losing a
job or sufficiently saving for retirement.® Either way, many families are not in a po-
sition to set aside substantial savings in case they experience a dip in income that
pushes them under the poverty line.3

Even if families were in such a position, Black and Rothstein explain, “The federal
government can provide social insurance protections at a much lower overall cost,
and by removing major risks from families’ own balance sheets, enable families to
stretch their market earnings further.” This kind of social infrastructure also allows
for increased consumption overall.

Because most people will need income support at some point in their lives, and
despite all the barriers our current system of income support puts up to accessing
support, nearly all people in the United States will access income support pro-
grams at some point over the course of their lives. Analysis by the Urban Institute
finds that in any given month, nearly 1in 5 people benefit from SNAP, Supplemen-
tal Security Income, TANF, public or subsidized housing, the Women, Infants, and
Children, or WIC, program, or the Child Care and Development Fund.?

In addition, analysis by the White House Council of Economic Advisers found that
over the 32-year period from 1978 to 2010, more than one-third of all people re-
ceived support from one of just three of these income supports: the Supplemental
Nutrition Assistance Program, the Temporary Assistance for Needy Families and its
predecessor programs, or Supplemental Security Income®® Taking into account ad-
ditional income support and social infrastructure programs such as school lunches,
WIC, or disability insurance, among others, the percentage rises to nearly half of all
households. This doesn’t mean that support levels are adequate or that workers and
their families will receive income support every time they need it. But it does illus-
trate the breadth of people that need income support at some point in their lives.

Indeed, the U.S. Treasury Department recently found that when you consider
Medicare and Social Security, nearly every single U.S. household receives some
form of income support.®* This is an especially important example to keep in mind
because, unlike most income support programs, Medicare and Social Security are
the two components of our social infrastructure that are easiest to access when
needed. Eligibility for Medicare is automatic at age 65 and may not even require a
separate enrollment process for people already receiving Social Security.*° Similar-
ly, Social Security’s nearly universal design and eligibility requirements mean that
almost every member of the U.S. population will receive its benefits at some point.
This makes Social Security the largest anti-poverty program in the United States.#
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As the Medicare and Social Security case studies show, it is possible to design an
income support system that easily reaches broad swathes of the population. So
why do some programs reach so few people? This is an intentional policy choice,
informed by our racist history as well as our racist present.# To prevent Black peo-
ple in the United States, as well as other people of color, from accessing income
support programs we restrict their availability.#* Policymakers make this choice
despite the overwhelming evidence that nearly every person in the United States
will at some point in time need a strong income support system, regardless of the
racial group to which they claim membership.

Conclusion

The U.S. system of income support is inadequate to support U.S. workers and
their families. This is an issue because it constrains and limits the overall strength
of the U.S. economy, unnecessarily deepening recessions, depressing labor force
participation, and harming future growth potential by underinvesting in the human
capital of the next generation of workers. The problem is also personal: At some
point, everyone will need some form of income support, whether it is to weather a
job loss or illness or to be assured of a secure retirement.

By broadening eligibility, increasing the level of income support, and removing
barriers to access, policymakers can strengthen these systems of income support
in ways that will both help everyone weather the inevitable vicissitudes of life with
less undue suffering, as well as strengthen the overall U.S. economy in ways that
will pay dividends for all of us.
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