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CHAPTER 7

Lessons Learned from the COVID-19
Policy Response and Child Well-
Being

Anna Aizer and Claudia Persico!

N egative shocks during childhood can have outsized effects because they
interrupt a child’s healthy growth and development (Almond, Currie,
and Duque 2018); even transitory events in childhood have been shown to have
long-term consequences. With a growing portion of children’s lives spent during
the COVID-19 recession and recovery, the pandemic may end up affecting the
lives of children the most.

Some negative shocks experienced by children were specific to the pandemic
and may not recur in the next recession, including the closing of schools and
child-care facilities and the loss of parents, family, and other caregivers. These
shocks increased stress and affected the social and emotional well-being of stu-
dents and adult caregivers. Lake and Gross (2021) find that 30 to 40 percent of
young people ages 13 to 19 have likely experienced negative impacts to their mental
health as a result of the pandemic. Rates of anxiety and suicide attempts increased
among students. The negative effects were most pronounced for students who
learned remotely for long periods of time, girls, and students from historically
marginalized groups. Lake and Gross further find that the negative effects of the
pandemic increased over time and that student supports were often inadequate.

Other negative shocks—loss of household income, food insecurity, disrup-
tions in health insurance or child care, and reductions in school spending—are
common across recessions. A large body of research links income, health
insurance, food security, access to high quality child care, and school spending
to child health and school achievement outcomes. While researchers will not
know the full impact of the pandemic and the policy response on child outcomes

1. The authors are grateful to Sarah Chung, Ray Huang, and Sara Estep for providing excellent
research assistance. The authors would also like to thank Nora Gordon, Sarah Reber, and
Lauren Bauer for sharing data and analysis. The authors thank Lauren Bauer, Bob Green-
stein, Melissa Kearney, Diane Whitmore Schanzenbach, Jane Waldfogel, participants in the
October authors’ conference, and the editors of this volume for their insightful feedback.
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for many years, existing research on the impact of negative shocks to children
and evidence on the short-term impact of various policies enacted during the
pandemic allow for reasonable projections and policy lessons for protecting
children from the consequences of a more typical downturn.

Pandemic-specific shocks to healthy child development, such as the closing
of schools, COVID-related disability and the loss of family members, will have
negative impacts on children’s well-being but are not the focus of this chapter.
Our main objective is to provide lessons to policymakers who seek to lessen
the negative impact of the next recession on children and families. In what
follows, we focus on the following policy domains: income, education, child
care, health insurance, and food and nutrition.

Income

The decline in earned income at the beginning of the pandemic was unprece-
dented. The employment rate among all individuals 16 and older fell from 60 to
52 percent in April 2020; between late March and June, over 50 million claims
were filed for unemployment insurance (Han, Meyer, and Sullivan 2020). While
employment has since increased, as of January 2022, it remained slightly below
pre-pandemic levels (Bureau of Labor Statistics 2022). Some portion of this
job loss may not be cyclical, and likely reflects school and child-care facilities
closures (see Box 7.1).

Parental job loss leads to temporary declines in family income, but for
some, the loss of income persists (Oreopolous et al. 2005). Parental income has
been shown to have a causal impact on child health and educational attainment
(Case et al. 2002; Akee et al. 2010; Aizer et al. 2016; Hoynes, Schanzenbach,
and Almond 2016). This has long-term consequences: parental job loss and the
accompanying decline in family income during childhood have been linked
with significant reductions in offspring earnings in adulthood and increased
reliance on public support (Oreopolous et al. 2005).

Government transfers are one way to replace lost wage income. Indeed,
generous income assistance during the first year-and-a-half of the pandemic
was provided via extensive cash and near-cash transfers to households. These
transfers benefited families with children through targeting children and,
indirectly, by targeting workers with shorter or intermittent job tenure as well
as part-time workers, who are disproportionately female and therefore more
likely to live with children. It is important to note that many immigrant fam-
ilies, who were disproportionately affected by the pandemic by virtue of their
high representation in service industries, did not benefit from these measures.

During the pandemic, the traditional Unemployment Insurance (UI) pro-
gram was expanded to extend eligibility for UI benefits to groups not usually
covered—including the self-employed, part-time workers, and those with short
work histories—through the Pandemic Unemployment Assistance program,
and intermittently to provide an extra $600 or $300 supplemental weekly Ul
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BOX 7.1
Evidence of the Relationship between
School Closures and Labor Supply

Reduced school days and virtual school may have caused parents to stay
out of the labor force or reduce their hours to care for their children. The
evidence on the extent to which increased child-care demands explain
the drop in labor force participation among women is mixed. Aaronson
and Alba (2021) show that women's labor force participation dropped pre-
cipitously in March 2020. However, they find that factors such as school
closures and virtual schooling had only a modest impact on the labor
force participation rate of women and conclude that other factors such as
women’s predominance in service-oriented occupations must be at play.

Bauer et al. (2021) find that mothers of children ages 5-12 years saw
a greater decline in employment than mothers with older children, and
Hansen, Sabia, and Schaller (2022) find that the recent school reopenings
have been associated with significantly increased employment and hours
among married women with children in kindergarten through grade 12
(K-12). Garcia and Cowan (2022) find little effect of child-care and school
closures on labor force participation but do find that parents reduced
the number of hours they worked. Tedeschi (2020) also finds that school
closures reduced women'’s labor force participation. On the other hand,
Furman et al. (2021) find that nearly all of the aggregate, ongoing employ-
ment deficit among mothers is explained by factors that affect workers
more broadly rather than challenges specific to working parents.

Overall, the evidence seems to suggest multiple factors (not just
school closings) disproportionately affected women’s labor supply and
that a relevant margin is the intensive one—reduced hours of work.

benefit. These expanded Ul benefits were not extended to anyone without proper
work authorization, thereby excluding families with undocumented workers.

In addition, there were three rounds of Economic Impact Payments (EIPs),
all of which increased payments with the number of children in the household.
The first round provided $1,200 to single head of households with income below
$112,500 and $2,400 to married couples with income less than $150,000, with
an additional $500 for each qualifying child.> The second round cut the initial
payment in half but increased the incremental benefit based on the number of
children to $600 per child, and the third round increased the initial payment
and each additional payment per child to $1,400. Some, but not all, immigrant
families were eligible for these funds.?

2. The threshold was $75,000 for single filers.

3. Children of undocumented parents were not eligible for any of the EIPs. For the children of
immigrant families, the first EIP required all adults to have a valid social security number
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Finally, the American Rescue Plan Act (ARP) increased the Child Tax
Credit (CTC) from $2,000 to $3,600 per child under 6 and to $3,000 per child
aged 6-17 and made the credit fully refundable, but only for 2021. In addition
to these income transfers, pandemic relief also included increases in near-cash
transfers through the Supplemental Nutrition Assistance Program (SNAP,
formerly known as the Food Stamp Program) and the Pandemic Electronic
Benefit Transfer (Pandemic EBT) program to purchase groceries. The latter
provided a debit card to families with children to be used to purchase food in
lieu of meals missed because of school closings.

When both near-cash transfers and cash transfers are included in an income
measure, as in the Supplemental Poverty Measure (SPM), the effects of fiscal
support can be seen to more than mitigate the impact of the pandemic on child
poverty. In contrast the official child poverty (OPM) rate (calculated based on
pretax income and cash transfers including UT but excluding refundable tax
credits) rose during the pandemic from 15.5 percent in 2019 to 16.1 percent in
2020 (Figure 7.1). However, once government transfers (e.g., EIPs, SNAP, the
National School Lunch Program, and the Special Supplemental Nutrition Pro-
gram for Women, Infants, and Children [WIC]) and tax credits (the Earned
Income Tax Credit [EITC] and CTC) are accounted for via the SPM, child pov-
erty fell from 12.6 percent in 2019 to 9.7 percent in 2020 (Fox and Burns 2021).*

This decline was greater than the decline in the adult SPM, which fell from
11.2 to 8.8 percent over the same period. This experience contrasts somewhat
with the trends in child poverty after the Great Recession, when the SPM for
children held steady but did not decline. For children, the most important
factors keeping them out of poverty in 2020 (in order) are the EIPs, refund-
able tax credits (EITCs and CTCs), UI, and SNAP.> Temporary Assistance for
Needy Families and WIC played only small roles (see Box 7.2 for a detailed
comparison of the OPM and SPM).

These government transfers reduced financial hardship for families with
children: the share of families with children facing food insecurity, difficulty

(SSN), excluding all mixed status households. The second round of payments included mixed
status households, but at least one adult needed a valid SSN not just an individual taxpayer
identification number (ITIN) and work authorization. The third stimulus allowed for depen-
dents of ITIN-filers to claim the payment if they had valid social security numbers. Children
with a valid SSN were eligible for the expanded CTC if their parents had a valid SSN or ITIN.

4. These reductions in measured poverty, based on the Annual Social and Economic Supplement
(ASEC) of the Current Population Survey (CPS), likely understate the true impact of federal
pandemic relief on child poverty. While the Census imputes EIPs in the CPS so that they
roughly match actual payments (Bee et al. 2021), no such adjustments are made for SNAP and
Ul benefits, which were significantly underreported in these data, a long-standing problem
made worse by the pandemic. In particular, total UT benefits reported in the 2020 are just
40 percent of the total actually paid out, and total SNAP benefits are 44 percent.

5. The programs keeping adults out of poverty in 2020 are (in order) Social Security, Economic
Impact Payments, UT, and tax credits.
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FIGURE 7.1
Poverty Rate for Children 0—18, Official and
Supplemental Measures
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paying usual household expenses, or difficulty paying rent or mortgage was
lower than would have been expected given economic conditions (Cooney and
Shaefer 2021). Despite very high unemployment rates, reported hardship was
largely stable during the first few months of the pandemic, though it began
rising again in late fall 2020 as the economy stalled and the benefits of the first
set of transfers began to fade. Cooney and Shaefer (2021) report that between
November and December 2020, the share of families with children who found
it “very difficult to pay for usual household expenses” increased from about 19
percent of all families with children to 23.1 percent. However, after December
2020, when Congress provided another round of EIPs and increased SNAP
benefits under the Consolidated Appropriations Act, that share began to decline,
dropping to 19.5 percent of families in March of 2021; following the passage of
the ARP, which included the third round of EIPs and an increase in the CTC, it
dropped to 13.5 percent by May 2021. This pattern repeats with food insecurity
for households with children (18.3 percent in December 2020, falling to 11.3
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BOX 7.2

The Official Poverty Measure and the
Supplemental Poverty Measure

The Supplemental Poverty Measure (SPM) was developed in 2011 to ad-
dress some of the shortcomings of the Official Poverty Measure (OPM).
First, while the OPM is exclusively based on cash income, the SPM in-
cludes in-kind government non-health benefits (e.g., food assistance
through SNAP and WIC, and housing subsidies) as well as refundable
tax credits such as the EITC. Moreover, the SPM removes nondiscretion-
ary expenses (income and payroll taxes, medical out-of-pocket expendi-
tures, and work expenses) from the income measure, whereas the OPM
is based on pretax income. Second, while the poverty thresholds for the
OPM are based on the cost of a minimum food diet, the poverty threshold
for the SPM is based on expenditures for food, clothing, shelter, and utili-
ties and is adjusted for geographic differences in the cost of living.

With respect to pandemic-related transfers, the OPM accounts for
expanded Ul benefits, but only the SPM captures the EIPs, increased
housing assistance, and the SNAP, CTC, and EITC expansions.

percent by May 2021) and housing hardship (15.7 percent in December 2020,
falling to 10.6 percent in May 2021).6

The policy response during the pandemic differed from government sup-
port during prior recessions in three key respects. First, there were much larger
cash transfers to the unemployed, including people with less attachment to
the labor force (part-time workers or those with short work histories) who are
more likely to be parents. Second, the value of EIPs increased with the number
of children in the household and were not conditioned on labor force attach-
ment, thereby reaching children at risk of deep poverty who typically do not
benefit from Ul during recessions. Third, refundable tax credits became more
generous, and these went primarily to households with children (EITC) or only
to households with children (CTC). This contrasts with the Great Recession,
when relief was both much less substantial and less progressive and did not
target children to the same degree; as a result, child poverty, and especially
deep poverty, was less responsive to government aid (Moffitt 2013).

6. Housing hardship is defined as a negative response to the question “Is this household cur-
rently caught up on rent/mortgage payments?”

7. In the Great Recession, income support was provided mostly through the traditional UI
program but also through expansions in EITC, the CTC and SNAP. Annual SNAP spend-
ing increased from $30 billion to $65 billion, the EITC rose from $49 to $59 billion, and UI
increased from $34 to $142 billion between 2007 and 2010. Congress expanded the CTC in
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Child poverty is projected to have fallen further in 2021 due to continued
Ul benefits, EIPs, SNAP expansions, and, most importantly, the expansion in
the CTC to $3,000 per child ($3,600 for children under six) and its extension
to households with very low or no earnings. The Urban Institute expects that
the SPM rate in 2021 will fall to 8.1 percent for adults 18-64 and to 5.6 percent
for children; this would represent the first time the child poverty rate has fallen
below the rate for adults (Wheaton, Giannarelli, and Dehry 2021). Moreover,
the various transfers disproportionately affected Black and Latino children.
Their poverty rates in 2021 are projected to be 13 and 12 percent, respectively,
much lower than the 22 percent and 21 percent that would have prevailed in
the absence of the ARP. For white children, the poverty rate is expected to be
6 percent in 2021, compared to 9 percent in the absence of the ARP (Center on
Budget and Policy Priorities 2021).

However, much of this progress appears to have been reversed in early 2022.
With employment levels not yet rebounded to pre-pandemic levels, expanded Ul
benefits largely expired, and with the CTC not extended, early estimates suggest
that the poverty rates for children increased from 12.1 percent in December
2021 to 17 percent in January 2022, with disproportionate effects for the most
disadvantaged (Figure 7.2).* Indeed, the CTC was estimated to have kept 3.4
million children out of poverty in September 2021 when expanded Ul benefits
ceased, and in January 2022, after the expanded CTC ended, it was estimated
that 3.7 million children fell below the poverty line without the monthly CTC
(Bee, Hokayem, and Lin 2021). Given the evidence on the negative effects of
poverty on child development, this reversal will increase disparities in child
outcomes that will likely result in worse labor market outcomes, health, and
well-being in adulthood (National Academies of Sciences, Engineering, and
Medicine 2019).

Education and Virtual Schooling

The pandemic led most schools to close nationwide for the final months of the
2019-20 school year, a large number to be closed during the 2020-21 school
year, and many schools to close intermittently during the 2021-22 school year.
As aresult, many students lost more school days than in previous years (West
and Lake 2021). Disruptions in education for children can have long-lasting
effects. While we hope and expect that the next recession will not coincide
with widespread school closures, children’s education can suffer in a typical
recession too. Instability in the household affects learning, and due to revenue

2009 by lowering the refundability threshold from $8,500 to $3,000, which was extended and
eventually made permanent in 2015.

8. The employment-to-population ratio was 59.3 percent as of December 2021, compared with
61.2 percent pre-pandemic. The unemployment rate was 3.9 relative to 3.5 percent pre-pan-
demic (Bureau of Labor Statistics 2022).


https://www.nap.edu/catalog/25246/a-roadmap-to-reducing-child-poverty
https://www.nap.edu/catalog/25246/a-roadmap-to-reducing-child-poverty
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FIGURE 7.2

Effect of Child Tax Credit Policy Changes on
Child Poverty, by Race
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year can receive the full credit. American Indian and Alaska Native

(AIAN) children may be AIAN alone or in combination with other races and ethnicities. Other
racial/ethnic groups refer to children of that race alone and not Latino. The middle bar
shows estimated child poverty rates if the Child Tax Credit were expanded to $3,600 per
child under 6 ($3,000 per child 6-17) but retained the $2,500 earned income floor and 15%
phase-in rate present under pre-Rescue Plan law but removed the $1,400 per child cap on
refundability.

losses already sustained or expected in the future, state and local governments
generally cut funding for education.

Relative to previous recessions, the federal government provided much
more financial assistance both directly to schools and to state and local gov-
ernments more broadly. Federal funding for schools was increased to support
new pandemic-related outlays, including a transition to online learning. The
federal government provided nearly $200 billion in federal aid to state education
in three relief packages via the Elementary and Secondary School Emergency
Relief Fund (NCSL 2022). Most of the federal funding for schools during the
pandemic, including $122 billion in federal aid to states for K-12 spending
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provided through the ARP and $54 billion through the Coronavirus Response
and Relief Supplemental Appropriations Act, was distributed in proportion to
Title I funding, which provides supplemental funding to high poverty districts.
In addition, about $750 billion in additional aid was provided to state and local
governments (see chapter 6 of this volume).

These outlays far exceeded increased federal funding for schools provided
during the Great Recession. The American Recovery and Reinvestment Act
(ARRA) 0f 2009 earmarked $53.6 billion for education through the state fiscal
stabilization fund and $25.2 billion in K-12 education funding through Title I
and the Individuals with Disabilities Education Act (U.S. Department of Edu-
cation 2009). The ARRA also provided other aid to states to help stabilize state
budgets and meet other needs, primarily through an increase of 6.2 percentage
points in the federal share of Medicaid expenditures (the Federal Medical Assis-
tance Percentage or FMAP). Despite the greater support that states received
since early 2020, it turned out that state revenue losses during the pandemic
were much more muted and temporary than during the Great Recession.

However, although the level of federal support has been considerably higher,
there have still been gaps and shortfalls. Despite the large overall size of the federal
aid, Gordon and Reber (2021) estimate that in a baseline scenario, only 62 percent
of districts, and 95 percent of high poverty districts (defined as a poverty rate in
excess of 25 percent), have received enough Elementary and Secondary School
Emergency Relief Fund aid to cover fully the costs associated with COVID-19,
including costs expected to be incurred in the years ahead to address learning
losses.” While acknowledging significant uncertainty, they estimate that 85
percent of lower-poverty districts (defined as a poverty rate below 10 percent)
are expected to face an increase in budgetary shortfalls of more than $200 per
student for four years, with some districts experiencing budgetary shortfalls larger
than that. In addition, the decline of employment in the K-12 sector has been
stark—and much larger and faster than in the Great Recession (Aldeman 2021)."°

In the wake of more typical recessions, cuts to state and local school fund-
ing can be severe, persist for years after the recession ends, and negatively
affect student outcomes. When revenues fall, local governments often struggle
to compensate as their revenue is dependent both on state funding and on
another somewhat procyclical source: property taxes. During and after the Great
Recession, state K-12 funding fell between 2008 and 2010 by $750 per pupil,
with local funding remaining stable until 2010 when it too began to decline,
though by a smaller amount ($200 per pupil). By 2015, nearly seven years after

9. Inthe baseline scenario they simulate, Gordon and Reber (2021) assume districts have one-
time adjustment costs of $500 per pupil that do not depend on student demographics. They
also assume districts must spend an additional $1,000 per student in poverty and $500 per
student not in poverty per year for four years starting in 2020-21 to address learning loss
and other problems created by the disruption to schooling.

10. See chapter 6 of this volume.
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the start of the Great Recession, funding had still not returned to 2008 levels,
with schools, on average, spending $400 less per pupil (Leachman, Masterson,
and Figueroa 2017). States with lower initial funding levels before the Great
Recession had worse outcomes for students during the Great Recession: lower
test scores and college attendance (Jackson, Wigger, and Xiong 2021). Spending
cuts during the Great Recession increased test score gaps by income and race
(Jackson, Wigger, and Xiong 2021).

Conversely, increases in spending on education can positively affect aca-
demic achievement, educational attainment, and eventually wages. A 10 percent
increase in per-pupil spending each year for all 12 years of public school is
estimated to lead to 0.31 more completed years of education, about 7 percent
higher wages, and a 3.2 percentage point reduction in the annual incidence of
adult poverty (Jackson, Johnson, and Persico 2016)."

Despite the generous federal aid, students” education suffered during the
pandemic, and significant resources will be necessary to address the learning
losses. Not surprisingly, gains in student test scores in 2020-21 were lower than
pre-pandemic trends. As a result, students completed the school year with
lower achievement in math (8-12 percentile points) and reading (3-6 percentile
points) relative to typical years (Lewis et al. 2021)."”” Dorn et al. (2021) find that
students were, on average, five months behind in math and four months behind
in reading by the end of the 2021 school year. Halloran et al. (2021) find that
passing rates in math and English language arts declined more in districts with
less in-person instruction than in districts that were fully in-person.

In addition, according to data emerging from states and school districts, fewer
students than normal are regularly attending class: reported rates of absenteeism
have increased during the pandemic compared with previous years (Carminucci
et al. 2021; West et al. 2021). The negative short-term effects of the pandemic on
student outcomes are likely to have significant long-term implications with respect
to student learning, educational attainment, wages, and health. The closing of
schools is likely to be one of the most important legacies of the pandemic.

While some estimates suggest that the direct Elementary and Secondary
School Emergency Relief (ESSER) funding to schools to address learning losses
was not sufficient (Gordon and Reber 2021), these are based on simulations

11. Other work consistent with this includes Lafortune, Rothstein, and Schanzenbach (2018),
who use the timing of school finance reforms to show that post-1990 school finance reforms
increased National Assessment of Educational Progress test scores in districts that received
more money. Rothstein and Schanzenbach (2021) also find that school finance reforms
post-1990 increased high school completion, earnings, and college-going. The results were
largest for Black students and women.

12. MAP Growth is a computer adaptive test that is vertically scaled across grades K-12 and
measures student achievement in reading and math on the Rasch Unit scale. Using MAP
Growth data, researchers converted the data on student test scores to percentile rankings,
which were calculated using a pre-pandemic sample of students, so that student achievement
could be compared across years.
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FIGURE 7.3
Distribution of Per-Pupil ESSER Funding
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that assume how much remediation will eventually cost. Moreover, it is not
yet clear whether states and local education agencies will make the necessary
remediation investments. School systems often do not want to spend one-time
federal money on programs for which there will be continued demand after the
pandemic (see chapter 6 of this volume), and so they may be unwilling to use
the federal money to fund new teachers or other programs that might benefit
students in the long run (see Figure 7.3). The ARP stipulates that localities
must devote to remediation at least 20 percent of the roughly $115 billion in
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funds in the third round of education funding earmarked for local agencies,
but the true cost of needed remediation could be more than this.”> Moreover,
K-12 employment is still below pre-pandemic levels, so increases in spending
may not increase overall resources above and beyond a pre-pandemic baseline.

The federal government’s provision of substantial funding to states to
compensate for state and local revenue shortfalls likely will reduce cuts in
overall education spending and lower geographic and income disparities in
funding. But providing state and local governments with large amounts of
funding does not guarantee that it will be used in the most efficient way. The
federal government should develop guidance for states regarding prudent
and sustainable spending that improves student outcomes." This effort would
be supported by collecting data on state decisions regarding the amount and
allocation of school spending over time to assess the effectiveness of various
types of spending in improving child educational outcomes. Federal action
might be needed to ensure educational investments in all children across the
U.S. return to pre-pandemic levels.

Child Care

Child-care employment falls during most recessions, in part because families
in the U.S. are responsible for more than half of spending on early childhood
care (Gould and Blair 2020). However, child-care employment fell much more
than is typical during the pandemic, declining 32.6 percent from January
to April 2020, compared with a 13.1 percent decline in employment overall
(Gascon and Werner 2022). In mid-2021 employment in child care was still
6.7 percent below pre-pandemic levels. The closure of child-care facilities has
been shown to affect overall unemployment levels (Brown and Herbst 2021);
the continued lack of adequate access to quality child care will likely delay
returns to pre-recession employment levels.

The federal government provided about $55 billion in support to child-care
centers to help them weather the pandemic.” In addition, child-care centers
were eligible for grants (in the form of forgivable loans) through the Paycheck
Protection Program (PPP). According to the Bipartisan Policy Center, 43,000
child-care providers received $2.3 billion in PPP funding—representing less

13. In the third round of funding for K-12 education, $127.7 billion was allocated. Of that, 90
percent is to go to local agencies (representing roughly $115 billion). The remaining 10 percent
goes to states. States are required to allocate 5 percent to remediation (National Conference
of State Legislatures 2022).

14. See, for example, Gordon’s (2016) policy proposal to increase the targeting, flexibility, and
transparency of Title I funding of the Elementary and Secondary Education Act.

15. The CARES Act provided $3.5 billion, the Coronavirus Response and Relief Supplemental
Appropriations Act provided $10 billion, and the ARP an additional $42 billion, compared
with $2 billion provided through the ARRA of 2009.


https://www.ncsl.org/ncsl-in-dc/standing-committees/education/cares-act-elementary-and-secondary-school-emergency-relief-fund-tracker.aspx
https://www.ncsl.org/ncsl-in-dc/standing-committees/education/cares-act-elementary-and-secondary-school-emergency-relief-fund-tracker.aspx
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than 7 percent of child-care businesses in the country but about 30 percent
of the child-care workforce (Smith et al. 2021). The level of funding provided
far exceeds the $4 billion in funding through Head Start and the Child Care
and Development Fund (CCDF) provided during the Great Recession. The
child-care center closures observed would likely have been much greater in
the absence of this relief.

Most of the pandemic funding was allocated through CCDF, and states
were granted significant leeway in how they chose to allocate funds. They
could increase subsidy payments to families and/or provide direct grants to
child-care providers." Importantly, payments could be based on enrollment
rather than on attendance to support stability in the child-care sector. Prelim-
inary evidence as of June 2020 suggests that the funds were being used to pay
providers during periods of closure or low attendance and to waive or cover a
family’s share of child-care costs (Bedrick and Daily 2020).

Despite the overall size of child-care relief provided during the pandemic,
many centers closed and their child-care utilization has not fully rebounded.
A plurality of families with young children, even more so families of color,
were negatively affected by child-care closures (Lee and Parolin 2021; Health
Resources and Services Administration 2021; National Public Radio 2021).
Measuring child-care visits based on cell phone tracking data, the number of
visits is estimated to have declined 60 percent in the first two months of the
pandemic, rebounding to a 20 percent deficit by July 2020 and a 12 percent
deficit by July 2021 (Cascio 2021; Lee and Parolin 2021; see Figure 7.4). Of
the two-thirds of private child-care centers that closed in April 2020, a third
remained closed one year later; this contrasts with the experience of Head Start
and public preschools, which closed temporarily but eventually reopened.”

Why wasn’t federal funding sufficient to prevent the closure of so many
private child-care centers? One likely reason is that the move to work from home
and fears of COVID transmission led to a sustained reduction in demand for
child care. Another is that most of the additional funding for private child-care
centers arrived too late. In a March 2020 survey, nearly a third of child-care
providers said they could not survive a closure of more than two weeks with-
out support, 16 percent could not survive longer than a month, and 17 percent
said they could not survive any amount of time (National Association for the

16. In total, $24 billion of the ARP funds were allocated through “stabilization grants.” Guid-
ance provided by the ACF to states via CCDF-ACF-IM-2021-02 stated that “providers can
spend these funds on a variety of key operating expenses, including wages and benefits, rent
and utilities, cleaning and sanitization supplies and services, and many other goods and
services necessary to maintain or resume child care services...We encourage lead agencies
to award these subgrants simply and flexibly to quickly meet the individual needs of child
care providers” (Administration for Children and Families 2021).

17. During the early days of the pandemic, “the vast majority of Head Start programs have
temporarily shut their doors due to health risks, but all staff remained employed” and
continued to interact with their families at high rates (NHSA 2020).


https://mchb.hrsa.gov/sites/default/files/mchb/programs-impact/mchb-pulse-data-release-childcare.pdf
https://mchb.hrsa.gov/sites/default/files/mchb/programs-impact/mchb-pulse-data-release-childcare.pdf
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FIGURE 7.4
Average Change in the Number of Child Care
Visits from 2020 through 2021
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Education of Young Children 2020). The first state-wide lockdowns began in
mid-March 2020, but the Coronavirus Aid, Relief, and Economic Security
(CARES) Act, which authorized the initial PPP loans, did not become law
until March 27; this would have already been too late for nearly half of the
child-care centers surveyed (National Association for the Education of Young
Children 2020). Considering delays in the application and disbursement pro-
cess, approximately two in three child-care centers would already have been
in significant distress by the time the loan was out the door (Department of
the Treasury 2021). Funding specifically geared toward child-care centers (as
distinguished from resources through PPP) came even later—enacted only in

March 2021 as part of the ARP, after many centers had permanently closed.

However, Head Start and public prekindergarten remained open. The
structure of funding differs across public (Head Start and public preschool)
and private providers, with significant implications for the providers’ financial

stability. Public funding for Head Start and public preschool is based on enroll-
ment. As a result, providers have a predictable and stable source of funding




Child Well-Being | 267

that is not closely tied to actual attendance. In contrast, public subsidies for
private care are voucher based, and their funding therefore fluctuates with
actual attendance.

While it is difficult to separate the direct impact of the pandemic on the
child-care industry from the lack of stable financing, several lessons emerge
from the pandemic experience. Federal support to states through CCDF that
subsidizes care for low-income families and offers direct grants to providers is
crucial for reducing closures. Providing funds to providers through the program
based on enrollment, not attendance, would help to stabilize finances during
recessions. Moreover, in future recessions, the federal policy response should
be immediate to prevent initial closings.

The pandemic experience has made clear that once centers close, addi-
tional funding may not be sufficient to resurrect them. Moreover, the closure
of private child-care centers appears to disproportionately affect the most
disadvantaged families. While Head Start partially offsets the disproportionate
impact of these closings, it serves roughly 5 percent of the 20 million children
in the U.S. aged four and under and as such cannot completely offset the loss
of private providers."®

Finally, the data on child-care use and availability are poor to nonexistent,
making it difficult to monitor and address issues related to child-care access
that will almost surely arise in the next recession. This owes in part to the
highly decentralized nature of early childhood education in the U.S., which is
spread across private providers, public preschools, and Head Start and Early
Head Start programs. Developing a means of collecting timely information on
the availability and use of early childhood education is necessary to provide
policymakers with the tools needed to address and prevent child-care closures
in the next recession.

Health Insurance

Because more than half of all Americans receive their health insurance through
their employers (Table 7.1), employment losses during recessions can signifi-
cantly increase the share of individuals without coverage. The loss of health
insurance can be especially detrimental to children. Children with health
insurance are more likely to receive needed medical care on a timely basis,
and child Medicaid coverage has been linked to better health and even greater
educational attainment and earnings in adulthood (Currie and Gruber 1996;
Brown et al. 2019).

Despite the unprecedented declines in employment during the pandemic, public
health insurance did work to offset the accompanying loss in employer-provided

18. Head Start cumulatively served one million children aged zero to five in 2018-2019. Of these,
25 percent were children aged zero to two served in Early Head Start, and the remainder
were served in Head Start preschool programs.
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TABLE 7.1

Health Insurance Coverage in 2019, by Age

Rates of Health Insurance

Coverage Sources of Health Insurance Coverage
Age Uninsured Insured Public Employer Individual
0-18 5.7% 94.3% 34.5% 54.9% 5.0%
19-64 12.8% 87.2% 15.1% 64.3% 7.8%
65+ 0.8% 99.2% 95.8% 3.0% 0.4%

THE
Source: SHADAC analysis of the 2019 American Community Survey
(ACS) Public Use Microdata Sample (PUMS) files. HAMIII}‘;OI]‘LQN

Hutchins Center

Note: Respondents are asked about their health insurance coverage H
at the time of the interview and may select multiple types of coverage;
SHADAC assigned one coverage time to each respondent in the

following order: 1) Medicare (for people age 19 or older); 2) employer-sponsored insurance
(ESI), TRICARE or other military health care, or VA; 3) Medicaid; 4) Individual coverage; and 5)
Medicare (for people age 18 or under). Private coverage includes employer (plus TRICARE and
VA) and individual coverage. Public coverage includes Medicaid (plus CHIP and state-specific
public programs) and Medicare.

at BROOKINGS

health insurance coverage. Medicaid was the most important source of alterna-
tive health insurance. Key to the successful transition of families to Medicaid
were the Affordable Care Act’s (ACA) expansion of Medicaid eligibility to
more nonelderly and nondisabled adults, including many parents, and the
requirement for continuous coverage that accompanied a temporary increase
in the federal contribution to overall Medicaid costs that lower prices.

Largely as a result of the eligibility expansions in the ACA, Medicaid
enrollment increased by roughly 10.9 million between 2013 and 2016 (Skopec,
Holahan, and Elmendorf 2018). Though eligibility for Medicaid did not expand
among children, the increase in Medicaid eligibility among adults had the effect
of increasing the number of children enrolled in Medicaid by an additional
710,000 children between 2013 and 2016 via a “welcome mat” effect (Hudson
and Moriya 2017). Thus, in contrast to the Great Recession, the current pan-
demic occurred at a time when many more adults were eligible for Medicaid.

Because Medicaid is funded with a combination of federal and state dol-
lars and is one of the biggest items in state budgets, states often seek to curtail
Medicaid outlays by dropping coverage of optional benefits or populations in
an effort to reduce expenditures during recessions (Congressional Research
Service 2021). At the earliest stages of the pandemic, in March 2020 the fed-
eral government moved quickly to reduce barriers to Medicaid enrollment.
Swift action was undoubtedly prompted not only by the significant loss in
employment and associated coverage but also by the health needs generated
by the pandemic.
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The federal effort was composed of three main components. The first was to
increase FMAP—the share of state Medicaid costs that the federal government
covers—by 6.2 percentage points on a temporary basis. This has been used as
a policy tool in the past: FMAP was increased during the 2001 recession and
the Great Recession of 2009.” The second was a reduction in administration
hurdles: as a condition of receiving additional federal dollars, states could
not (for the period for which FM AP is increased) restrict Medicaid eligibility
standards beyond those in place as of January 1, 2020, and they also had to
allow for continuous enrollment (i.e., they could not remove people from the
Medicaid roles due to changes in income or other such factors or require them
to reapply periodically to remain enrolled).

The third component of the federal policy response was to provide addi-
tional support to Americans seeking private health insurance coverage to offset
the loss of employer-provided insurance. To that end, through the ARP the
federal government provided Consolidated Omnibus Budget Reconciliation Act
(COBRA) subsidies to Americans who had lost their employer-provided health
insurance because of termination or reduction in hours and who sought to
continue via COBRA the coverage they previously had through their employer.
A 100 percent COBRA subsidy was provided for April to September 2021, and
the legislation also allowed for retroactive enrollment. This option was used
during the Great Recession as well but at a lower subsidy rate (65 percent).

The federal relief effort to expand access to private insurance for those
who may have lost their employer-provided insurance also included efforts to
expand access to the ACA exchanges. The ACA exchanges, created after the
Great Recession, represented a new mechanism for the government to ensure
continuous coverage when families lost their employer-provided coverage. The
ARP not only required the exchanges to remain continuously open for new
enrollment but also increased the subsidies for those with an income between
100 and 400 percent of the federal poverty level and expanded the subsides to
those above 400 percent of the federal poverty level for 2021 and 2022. Under
the ARP, premiums also decreased.”

The federal efforts to mitigate the expected loss in health insurance cov-
erage during the pandemic were largely successful. The share of children who
are uninsured appears to have increased only slightly during the pandemic,
from 5.2 percent in 2019 to 5.6 percent in 2020. Children most likely to lose

19. This was through the Jobs and Growth Tax Relief Reconciliation Act of 2003 and the ARRA
of 2009.

20. Under the ARP, premiums were set to zero (for the benchmark Silver plan) for those with
income below 150 percent of the federal poverty level and were roughly halved for those
between 150 and 400 percent of the federal poverty level. For those with income above 400
percent of the federal poverty level who were ineligible for subsidies before the pandemic,
the ARP capped their premium at 8.5 percent of income. The Congressional Budget Office
projected total federal outlays associated with these subsidies of $34 billion (Congressional
Budget Office 2021).



270 | Recession Remedies

FIGURE 7.5
Enrollment in Medicaid and CHIP, January 2016
to July 2021
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insurance over this period were those below the poverty line, Black children,
and noncitizens. The increase in uninsurance among children represents two
offsetting factors—a 2.1 percentage point decline in the rate of employer-spon-
sored coverage and a 1.7 percentage point increase in public coverage, with most
of this growth from Medicaid (Figure 7.5). A much smaller share of children
gained coverage through the ACA exchanges.”

Preliminary evidence suggests that rates of uninsurance for children may
have fallen in 2021. Data from the National Health Interview Survey, which
is not directly comparable to figures based on the Current Population Survey,
show a decline in uninsurance rates among children from 5.1 percent of children

21. Overall exchange enrollment increased from 9.7 million in 2019 to 10.6 million in 2020,
12.2 million in 2021, and 14.5 million in 2022, of whom 12 percent were children (Ruhter et
al. 2021; Centers for Medicare and Medicaid Services 2021, 2022).
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being uninsured in 2020 to 4.4 percent for the first six months of 2021. This
decrease was driven by increases in public health insurance coverage, more
than offsetting the fall in the share of children with private insurance coverage,
from 54.9 percent to 53.1 percent (Cohen et al. 2021).

In sum, despite the unprecedented decline in employment during the
pandemic, public health insurance offset the loss of employer-based health
coverage. The ACA’s expansion of Medicaid and its creation of health insurance
marketplaces, and the subsidies to make coverage affordable, played important
roles in this, especially since they were strengthened by the requirement for
continuous coverage in Medicaid and the increases in ACA subsidy levels.

During the Great Recession, Medicaid played a similarly important role
for children but much less so for adults. Between 2009 and 2010, 700,000 chil-
dren lost employer-provided health insurance coverage, almost fully offset
by a 600,000 increase in the number of children with Medicaid. In contrast
500,000 nonelderly adults lost employer-provided health insurance during this
time period but only 100,000 gained Medicaid coverage and had no oppor-
tunity, of course, to purchase subsidized coverage on an exchange (Holahan
and Chen 2011).

Food and Nutrition

Increases in poverty are normally accompanied by increases in food insecu-
rity (Anderson et al. 2012). So, as earned income declines in recessions, food
security usually does as well. During the pandemic, in addition to the loss of
employment and earned income associated with the recession, the closure of
schools interrupted an important source of nutrition for 30 million children,
including the undocumented, through the National School Lunch and Break-
fast programs.*

A critical difference in the policy response during the COVID-19 recession
and previous ones was the larger amount of direct income assistance. While
not specific to purchasing food, this assistance nevertheless contributed to food
security. UT, EIPs, and the increased value and full refundability of the CTC
increased resources and supported household economic security in 2020 and
2021. In addition to the magnitude of overall income assistance, the support pro-
vided immediate income to families that in many cases exceeded pre-pandemic
levels. Evidence suggests that families used some of the resources provided
through these programs to purchase food, reducing food insecurity (Raifman,
Bor, and Venkataramani 2020; Perez-Lopez 2021; Cooney and Shaefer 2021).

The federal government provided additional financial resources to pur-
chase food through SNAP and Pandemic EBT, supported prepared meals that
could be accessed in the community, appropriated additional resources for

22. Undocumented individuals and people in the United States on temporary visas are not
eligible to receive SNAP or many other forms of government aid.
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WIC vouchers, and distributed commodities to food banks to combat food
insecurity. Moreover, executive and congressional action reduced adminis-
trative burdens to make it easier for families to get and retain access to federal
nutrition assistance programs and for states to provide free prepared meals at
a wider number of sites and to redirect commodities toward food banks and
households.

Federal expenditures on food support increased to $10 billion a month, on
average, in fiscal year 2020, compared with $7.7 billion a month in fiscal year
2019 (Hodges, Jones, and Tossi 2022). In comparison, during the Great Reces-
sion, the ARRA provided $53.6 billion to help combat food security, significantly
less than what was provided during the pandemic (Nord and Prell 2011).

The Families First Coronavirus Response Act increased SNAP spending
by allowing every household to receive the maximum benefit for its household
size—that is, by eliminating the reduction in benefits that typically occurs as
family income increases (typically, SNAP benefits are scaled by family income).
Under this policy, more than 5 million children in the lowest income families
did not receive any additional SNAP benefits because their families were already
eligible for the maximum benefit for their household size. In contrast, during
the Great Recession, the SNAP maximum benefit was increased by 13.6 percent
through the ARRA, better targeting resources to low-income families with
children and reducing hunger among children (Nord and Prell 2021; Hoynes
and Schanzenbach 2019).

In 2021, federal nutrition assistance better targeted the lowest income
households. The December 2020 relief bill included a 15 percent increase in
SNAP’s maximum benefit for January through June 2021, and the ARP extended
the maximum benefit increase through September 2021. As this benefit increase
ended, the summer 2021 annual update to the Thrifty Food Plan, the basis
for the establishment of SNAP benefit levels, came into effect. This update
increased maximum SNAP benefits by 21 percent, more than offsetting the end
of the temporary 15 percent increase in maximum SNAP benefits at the end
of September. In addition, the state of Pennsylvania successfully sued to allow
SNAP households eligible for the maximum benefit to receive an additional $95
monthly starting in April 2021 to address continued food insecurity (Pennsyl-
vania Department of Human Services 2022; U.S. Department of Agriculture
2021). Congressional action also reduced administrative burdens to make it
easier for families to get and retain access to federal nutrition assistance pro-
grams and for states to provide free prepared meals at a wider number of sites
and to redirect commodities toward food banks and households.

While prepared meals for children attending school in person remained
available, the Pandemic EBT program provided families with a debit card
to purchase groceries for children eligible for free or reduced-price meals,
including undocumented children, while schools were closed. The program
was in some cases slow to roll out because “states had to design and staff a new
program infrastructure, as well as create new policy to govern the program”
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(Dean et al. 2020). But ultimately, the program “reached a remarkable number
of children quickly at a time of great need.” In September 2020, when the
program was reauthorized for the 2020-21 school year, it was expanded to
needy children 0-5. Early evidence suggests that Pandemic EBT reduced food
hardship experienced by children in 2020 and 2021, though implementation
delays and administrative hurdles made this program less effective than it
otherwise could have been (Bauer, Ruffini, and Schanzenbach 2021; Bauer
et al. 2020). Importantly, the Pandemic EBT program reached children with
undocumented parents who otherwise would not have been eligible for SNAP
or other income support.

On another front, the Farmers to Families Food Box Program authorized
the U.S. Department of Agriculture to purchase food from U.S.-based producers
to donate them to food banks and other charitable organizations. The CARES
Actalso included an additional $400 million for direct food purchases for The
Emergency Food Assistance Program, which allows the U.S. Department of
Agriculture to purchase food to give to states, which in turn pass it on to food
banks for distribution. However, there is evidence that many food banks could
not keep pace with demand for food during the pandemic. This is because
many food banks depend on retailers’ donations of excess inventory, and many
retailers imposed quantity restrictions on food purchases during the pandemic
(Bublitz et al. 2020). These interruptions had the potential to significantly
exacerbate food insecurity among American children.

Additional financial resources provided to families as part of the federal
relief efforts coincided with immediate reductions in estimates of food inse-
curity, suggesting that federal relief efforts were somewhat, but not entirely,
effective (Figure 7.6).” Food insufficiency among households with children
started to decline in January 2021 after the 15 percent increase in the maximum
SNAP benefit was implemented, declined again in March 2021 after the EIP,
and declined again in July of 2021 after the first CTC payment but increased in
October 2021 after the UI boost expired. Undocumented migrant farmworker
households reported some of the highest rates of food insecurity during the
pandemic (Burton-Jeangros et al. 2020), which is consistent with their being
less likely to take up SNAP and WIC (Pelto et al. 2020).**

23. This real-time measure of food insufficiency shows the relationship between the timing
of resources and food hardship, while the annualized statistics report a cumulative and
retrospective measure of food insecurity. Unfortunately, the data are only available using
consistent methods of data collection during the pandemic, so it is difficult to compare these
data to data on food insecurity from before the pandemic.

24. In a study of primarily Spanish-speaking families participating in the WIC program and
presenting for pediatric care in Texas, 64 percent reported food insecurity between April
and May 2020 (Abrams et al 2020).


https://www.brookings.edu/research/an-update-on-the-effect-of-pandemic-ebt-on-measures-of-food-hardship/
https://www.hamiltonproject.org/papers/the_effect_of_pandemic_ebt_on_measures_of_food_hardship?_ga=2.117682057.1443747456.1639505639-328109308.1605202096
https://www.hamiltonproject.org/papers/the_effect_of_pandemic_ebt_on_measures_of_food_hardship?_ga=2.117682057.1443747456.1639505639-328109308.1605202096

274 | Recession Remedies

FIGURE 7.6
Rates of Food Insufficiency in the Last Seven Days,
May 2020—January 2022
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previous 7 days.

Lessons for the Next Economic Downturn

Children suffered as a result of the pandemic and recession but less so than
they would have without fiscal support. The (mostly) swift policy response is
likely to pay significant dividends in terms of improved child nutrition, health,
and academic achievement. Research suggests this will translate into improved
future labor market outcomes and reduced reliance on public support relative
to what otherwise have occurred (see Hendren and Sprung-Keyser 2020 for a
review of the returns to public spending on children). However, some policies
were more effective than others in relieving child suffering.

Cash and near-cash transfers, including SNAP, Pandemic EBT, CTC, UI,
and EIPs, all reduced poverty, housing insecurity, and food insecurity. Targeting
income transfers to those with less attachment to the labor force (often women)
and families with children through direct payments and refundable tax credits
are predicted to reduce the child poverty rate for 2021 to a level below the adult
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poverty rate for the first time. The lesson here is that such policies are effective
at reducing poverty even during times of economic stress.

Despite the unprecedented nature of the income support provided during
the pandemic to families with children, it appears not to have been enough
to prevent children from experiencing increased food insecurity. We need to
understand whether some disadvantaged households failed to fully benefit
from the fiscal support or whether it simply was not sufficient. It is also possible
that food insecurity increased because of supply chain shortages that affected
food availability more broadly. To fully understand food insecurity during the
pandemic, we must continue collecting better data on food insecurity among
different groups to understand how and why families fall through the cracks.
Had the SNAP maximum benefit been increased earlier in the pandemic, food
insecurity would likely have risen less among children.

Authorizing brand-new programs during a downturn has advantages and
disadvantages. The new methods for delivering nutrition assistance—prepared
meals at community sites, Pandemic EBT for out-of-school children, and new
distribution channels for food banks—were targeted and pandemic-specific
responses. However, there are certainly disadvantages to standing up new
programs during a crisis. Better preparation in the ability to target resources to
children, in nutrition assistance and other programs, would have sped resources
and alleviated hardship during the early months of the recession.

There is evidence that school closings caused harm to children’s academic
outcomes, indicating that such actions should be minimized wherever possi-
ble. Providing school funding to the states will mitigate reductions in school
budgets that usually follow recessions and typically take years to reverse. While
linking the federal allocations to Title I had the effect of providing more aid
to lower income states, a reassessment of whether the states hardest hit by the
recession received adequate funding is needed to make sure such funding is
most effectively targeted in the next recession.

One group of children who received little government support are chil-
dren who are undocumented immigrants or the children of undocumented
immigrants. For these children, schools can be an important delivery mech-
anism for providing aid (Brannen and O’Connell 2022; Rabbitt, Smith, and
Coleman-Jensen 2016). Policymakers should find creative ways to leverage that
mechanism in the next recession.

Flexible funding for private child care is crucial and must come early
to prevent center closings. Private child-care providers can weather major
downturns in the economy and concomitant reductions in use and remain
open. In addition to arriving early, funding should be flexible (i.e., not tightly
tied to actual utilization) and targeted to low-income families. Using CCDF
to allocate funds minimizes any delay.

Subsidizing premium payments through the ACA exchanges and COBRA
coverage increased health insurance coverage, though by far less than Medicaid,
especially for children. A combination of Medicaid and adequate ACA subsidies


https://www.nature.com/articles/s41599-022-01053-3
https://ageconsearch.umn.edu/record/262144/
https://ageconsearch.umn.edu/record/262144/
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can largely offset declines in private health insurance coverage for children
and parents during recessions. Providing enhanced Medicaid matching rates
to the states, tied to requirements limiting states’ ability to disenroll Medicaid
beneficiaries, appears critical to achieving that result.

Better child-centric data collected early and at a high frequency are needed.
While the Census Pulse survey was a very useful innovation, it was not designed
to capture much child-specific information (i.e., no health insurance coverage
questions related to children) and included child-specific questions only much
later in the pandemic (i.e., questions on child-care visits were not included
until April-July of 2021). Moreover, it suffered high rates of nonresponse and
likely underreporting of safety net use as well. The lack of timely data makes
it difficult for policymakers and others to monitor the impact of the recession
on children and ascertain whether the federal response has been adequate.
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The COVID-19 pandemic posed an extraordinary threat to lives
and livelihoods. In the United States, the pandemic triggered a
sharp downturn. Yet, the ensuing economic recovery was faster
and stronger than nearly any forecaster anticipated due in part
to the swift, aggressive, sustained, and creative response of
U.S. fiscal and monetary policy. But when the next recession
arrives, it most likely won’t be triggered by a pandemic.

Recession Remedies examines and evaluates the breadth of
the economic-policy response to COVID-19. Chapters address
Unemployment Insurance, Economic Impact Payments, loans
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holders, aid to state and local governments, policies that
targeted children, Federal Reserve policy, and the use of non-
traditional data to monitor the economy and guide policy.
These chapters provide evidence and lessons to apply to the
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