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Overview

Å The Great Recession led to massive increases in 

unemployment, and the recovery has been slow and 

weak

Å The social safety net responded with Unemployment 

Benefit extensions to 99 weeks and 1 in 7 receiving Food 

Stamps

Å Here I examine the performance of the social safety net in 

protecting the disadvantaged population in the Great 

Recession 

ÅI use this ñstress testò identify the holes in the safety net 

moving forward
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Roadmap

1. The Great Recession in the U.S. 

2. U.S. safety net programs and the stimulus

3. How did the safety net respond?

4. Effects of the GR on poverty and the most vulnerable

5. Lessons moving forward given the ñstress testò of the 

Great Recession

6. Conclusion
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Employment (seasonally adjusted) since peak

Source: Hoynes, Miller and Schaller ñWho Suffers in Recessionsò, Journal of Economic 
Perspectives2012 (updated with data through 2013) 
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Unemployment (seasonally adjusted) since peak

Source: Hoynes, Miller and Schaller ñWho Suffers in Recessionsò, Journal of Economic 
Perspectives2012 (updated with data through 2013) 
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Who was impacted by the Great Recession

ÅExamining labor market fluctuations between 1980-2013, 

we find that recessions are more likely to impact:

ïYoung persons

ïMen

ïRacial and ethnic minorities

ïThose with lower education levels

ÅWhile the Great Recession led to larger overall job losses 

(compared to earlier recessions), the pattern across 

groups was little changed



Source: Hoynes, Miller and Schaller ñWho Suffers in Recessionsò, Journal of Economic 
Perspectives2012 (updated with data through 2013) 

A 1 percentage point
increase in the overall 
unemployment rate leads 
to an almost 3 percentage 
point increase for 16 year 
olds.



Source: Hoynes, Miller and Schaller ñWho Suffers in Recessionsò, Journal of Economic 
Perspectives2012 (updated with data through 2013) 



Source: Hoynes, Miller and Schaller ñWho Suffers in Recessionsò, Journal of Economic 
Perspectives2012 (updated with data through 2013) 
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Evolution of Antipoverty programs in the U.S.

1930s
Social Security
AFDC
Unemployment 
Insurance

Great Society 
1960s-1970s
Food Stamps
Medicare
Medicaid
Disability
Civil Rights 
Act

1990s
Welfare Reform
Rise of the EITC

2010
Obamacare



The safety net for nonelderly families

ÅCash welfare AFDC/TANF [means tested]

ÅFood Stamps [means tested]

ÅThe EITC [means tested, requires employment]

ÅUnemployment Compensation [social insurance]

ÅDisability benefits: DI [social insurance], SSI 
[means tested]

We identify these programs as the ñsafety netò ïin 
that they may provide some protection in response 
to reductions in income/earnings.

Ignores public health insurance programs



Reforms in the safety net, prior to Great Recession

Å The decline of welfare

ïUp until the early 1990s the U.S. relied primarily on traditional 

cash welfare, Aid to Families with Dependent Children

ïAFDC had a guaranteed income (never very high) and a high 

benefit reduction rate (~100%). Eligibility was limited to single 

mothers.

ïThis led to a (longstanding) concern that AFDC discourages 

work and marriage, and causes long term dependence.

ïWelfare reform in 1996 Ą time limits, work requirements, lower 

tax rates Ą caseloads at historic low [Now TANF]

Å The rise of the EITC

ïTransition from out-of-work assistance to in-work assistance

ïRefundable tax credit for low income families

ïBenefits focused on families with children

ïRequires earnings: strong incentives for employment 



The decline of welfareé

Source: U.S. Department of Health and Human Services Indicators of Welfare Dependence. 
2013



The rise of the EITCé

Source: Tax Policy Center.



Source: Calculations based on Supplemental Poverty Measure, 2012 (Kathleen Short), U.S. 
Department of Census, Current Population Report P60-247. 



Source: Calculations based on Supplemental Poverty Measure, 2012 (Kathleen Short), U.S. 
Department of Census, Current Population Report P60-247. 



The response to the Great Recession: The Stimulus and 
the Safety Net

ÅUnemployment Benefits: Emergency program raised UI 

benefit durations to as long as 99 weeks (usual maximum is 

26 weeks); shifts costs from states to federal government

Å Increase in unemployment benefits ($25/week)

Å Increase in Food Stamp benefits (13.6%, e.g. $80/month for 

family of 4)

Å Increase in EITC (for families with 3+ children)

ÅNew tax credit (Making Work Pay), up to $400 per worker/yr



Source: Mueller, Rothstein and von WachterñUnemployment Insurance and Disability  
Insurance in the Great Recession,ò Forthcoming Journal of Labor Economics .
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