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K E Y  F I N D I N G S

T H E  B O T T O M  L I N E :

PANDEMIC-ENHANCED BENEFITS MUST EXPIRE  
TO KICKSTART THE ECONOMIC RECOVERY.

EVEN THOUGH EXPANDED UNEMPLOYMENT 
BENEFITS AND BONUSES HAVE ENDED,  
AMERICANS ARE STILL STAYING HOME.

COVID-19 HAS BECOME AN EXCUSE TO  
CREATE AND EXPAND WELFARE PROGRAMS  

THAT DISCOURAGE WORK.

WELFARE NOW PAYS BETTER THAN WORK  
FOR MILLIONS OF AMERICANS.
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Overview   
Despite policymakers’ steps to “stimulate” the American economy, it remains in shambles. Inflation 
is reaching new highs, consumer confidence is through the floor, and government deficits are 
skyrocketing.1-3 But perhaps the most critical sign of our struggling economy is the poor state of 
America’s workforce. 

Millions of Americans are opting to stay home rather than return to work. Economists projected 
500,000 new jobs in September 2021, but just 194,000 were filled—a colossal disappointment.4 
The driving factor is a massive labor shortage. In five of the last six months, job openings hit new 
record highs.5 Despite these job openings, the size of the workforce contracted in September, and 
labor force participation now sits near the lowest level in 45 years.6-7 In fact, nearly 4.3 million 
Americans quit their jobs in August—a record high.8-9 There are now more jobs available than 
people looking for work.10 

Economists projected 500,000 new jobs in  
September 2021, but just 194,000 were filled— 

a colossal disappointment.

The evidence is clear: Americans are staying home rather than returning to work. Some states 
took action to address this labor crisis by ending the expanded federal unemployment benefits 
and bonuses earlier than their scheduled expiration date. And in those states, this action was a 
success.11-14 But even with these success stories and the unemployment bonus ending nationwide, 
the American economy is struggling for one simple reason: For millions of people, staying home 
still pays better than returning to work. 

Using COVID-19 as an excuse, federal policymakers have quietly launched new welfare-like 
initiatives—and expanded existing ones—that provide regular, recurring payments that discourage 
work to millions of Americans. 

COVID-19 has become an excuse to create and 
expand welfare programs that discourage work 
Congress has pumped nearly $5 trillion taxpayer dollars into COVID-19 “relief” spending.15 Many of 
these programs enable regular monthly payments that, when combined, are far more lucrative than 
work. These new initiatives have infected several significant government programs and threaten to 
tank the American economy. 
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CHILD TAX CREDITS 
In 2017, Congress enacted the Tax Cuts and Jobs Act (TCJA), which expanded the 
existing Child Tax Credit program into a generous credit for millions of Americans.16 
Under TCJA, American families could receive up to $2,000 per child to offset their 
tax liability.17 If the families owed less in taxes than the credit was worth, a portion 
of the credit was refundable.18 In order to receive the refundable credit, taxpayers 
needed at least $2,500 in earnings and the credit value increased by 15 cents for every 
dollar earned above $2,500, up to a maximum refundable credit of $1,400 per child.19 This was an 
important feature: The credit ensured that Americans worked in order to receive the benefit. 

However, the American Rescue Plan Act (ARPA), championed by President Biden and the Democrat-
controlled Congress in March 2021, changed everything. The credit amounts were hiked to $3,600 
for dependents under the age of six and $3,000 for those six and older.20 The credit was made fully 
refundable, and the minimum earnings threshold of $2,500 was eliminated—essentially striking 
the connection to work that existed under the previous tax credit.21 Meanwhile, instead of being 
distributed in a lump-sum at tax time, the government began paying out these new welfare-style 
payments in regular monthly installments.22 

The disincentive to work is easy to see. What was once a reasonable credit used to offset a working 
parent’s tax liability at tax time has become a stream of welfare payments distributed in regular 
deposits into the bank accounts of millions of Americans, even if they are not working. In fact, for 
a single parent with two dependents, the value of the Child Tax Credit is now larger than the 
most generous cash welfare payment that same family could receive.23 The Child Tax Credit 
has become welfare—with no incentive or requirement to work. 

FOOD STAMPS 
The food stamp program has also been modified under the guise of COVID-19 
relief. Beginning with the passage of the Families First Coronavirus Relief Act 
(FFCRA), the federal government suspended the work requirement for able-bodied 
adults without dependents in the program—a suspension that remains in effect.24 
Previously, able-bodied adults would have to work, train, or volunteer at least part-
time in order to qualify for the program.25 Those work requirements remain suspended 
nationwide despite employers facing one of the worst labor shortages in American history.26 

Meanwhile, the federal government has massively increased the amount of food stamp payments. 
The U.S. Department of Agriculture (USDA) gave states the ability to receive “emergency allotments” 
that increased the size of food stamp payments during the pandemic.27 Although this was supposed 
to be a temporary initiative, nearly 40 states are still participating in the program as of October 2021.28 

In October 2021, the Biden administration doubled down on its welfare expansion by unilaterally—
and potentially unlawfully—implementing the single-largest permanent increase in food stamp 
benefits in the history of the program.29-30 The average benefit paid out increased by roughly 25 
percent compared to pre-pandemic levels, while the maximum allowable benefits also increased 
across the board.31 

With the indefinite suspension of work requirements and the significant hike in the size of benefits, 
the food stamp program has become an even greater trap for government dependency. 
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OBAMACARE SUBSIDIES 
The Biden administration also used ARPA to massively expand taxpayer-funded 
subsidies through ObamaCare. Under ObamaCare, individuals seeking federal 
subsidies on the exchange were still expected to pay a portion of the cost of 
their health insurance plans. But ARPA eliminated that expectation altogether for 
individuals with income below 150 percent of the federal poverty line, shifting those 
costs to taxpayers and ensuring enrollees do not have any skin in the game.32 

ObamaCare also phased out subsidies so that individuals with income above four times the poverty 
line would not qualify.33 Under ARPA, that threshold was eliminated, and the share of costs higher-
income households were expected to pay was also reduced.34 

This leads to perverse policy outcomes that subsidize the health care of individuals well above the 
working class. For example, a family of five living in Arizona with a 60-year-old head of household 
who earns $150,000 annually now receives nearly $38,000 per year in premium tax credits under 
ARPA.35 These subsidies will continue until that same household earns more than $500,000 
annually.36 Likewise, the average single 60-year-old will continue to qualify for these subsidies until 
they earn more than ten times the federal poverty line.37 

To make matters worse, the Biden administration also deems anyone who receives unemployment 
benefits at any time in 2021 automatically eligible for these enhanced subsidies, and treats them as 
if their earnings were near the poverty line, regardless of their actual income.38 

Since ObamaCare subsidies are usually distributed on an advanced basis to offset monthly premiums, 
the recent expansions under ARPA are yet another extension of the welfare state 
into the lives of millions of Americans. 

OTHER GOVERNMENT PROGRAMS 
In addition to the Child Tax Credit, food stamps, and ObamaCare subsidies, 
the COVID-19 pandemic has been used as an excuse to expand government 
dependency in numerous other areas. 

Under ARPA, more childless adults are now temporarily eligible for the Earned 
Income Tax Credit (EITC)—a program traditionally targeted towards workers with 
qualifying children.39 States that accepted extra federal Medicaid funds during the pandemic are 
blocked from raising cost sharing, changing eligibility, or removing anyone from their Medicaid 
rolls—even if they have become ineligible.40 As a result, millions of Americans are “locked-in” to 
Medicaid coverage that they no longer qualify for.41

This is especially problematic because Congress forced states to disregard unemployment bonuses 
for Medicaid eligibility purposes.42 This means that individuals who were collecting upwards of 
$50,000 per year on unemployment were placed onto Medicaid and cannot be removed unless and 
until the Biden administration ends the public health emergency.43 

This is just a sampling of some of the other government programs that have been expanded since 
the pandemic began, all of which have enabled the quiet growth of the welfare state that is holding 
back America’s economy recovery. 
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Welfare now pays better than work for millions of 
Americans 
These “temporary” expansions and perversions of government programs have infected the 
American workforce. Today, welfare and welfare-like initiatives simply pay better than work for 
millions of Americans.

Minimum  
Wage $1,257

Median  
Wage $3,496

WELFARE PAYS BETTER THAN WORK 
Government Benefits Compared to Earnings on a Monthly Basis for a  

Low-Income Single Parent with Two Dependents

Source: Authors’ Calculations

Government 
Benefits $3,737

 Earnings
 Unemployment 

 Insurance

 Premium Tax Credit
 Child Tax Credit
 EITC
 Food Stamps
 Cost Sharing  

 Subsidies

Today, an unemployed parent with two kids who previously worked at a low-income job 
could collect more than $3,700 per month—nearly $45,000 per year—in government benefits, 
more than the wages of the average job.44 

Before the pandemic, this individual would have been better served to find work as soon as possible. 
Today, the exact opposite is true, as government benefits pay more than work. 

In some states, the situation is even worse. For example, in Arizona, the same individual would 
collect government benefits that are 75 percent more than a minimum-wage job pays and more 
than even the average worker earns.45 In West Virginia, that worker would collect benefits worth 
nearly three times the minimum wage, and worth a shocking 44 percent more than the pay for the 
typical West Virginian worker.46

STAYING HOME IS MORE LUCRATIVE THAN MEDIAN EARNINGS

STATE MONTHLY 
BENEFITS

MONTHLY 
MINIMUM 

WAGE
MONTHLY 

MEDIAN WAGE
BENEFITS VS. 

MINIMUM 
WAGE

BENEFITS VS. 
MEDIAN WAGE

Arizona $3,687 $2,106 $3,354 75% 10%

West Virginia $4,248 $1,517 $2,959 180% 44%

U.S. Average $3,737 $1,257 $3,496 197% 7%

Source: Authors’ Calculations 
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While this disincentive to work is occurring, wage growth is at a record high—clearly suggesting 
that low wages are not the problem, but rather high government benefits.47 At the same time, 10.4 
million jobs remain unfilled nationally—including 236,000 open jobs in Arizona and 52,000 open 
jobs in West Virginia—while Americans stay home from work.48-50 

THE BOTTOM LINE: Pandemic-enhanced benefits 
must expire to kickstart the economic recovery 
The only way for the American workforce to make a comeback and ensure an economic recovery 
is for federal policymakers to let these enhanced benefits expire. Specifically, policymakers should: 
Allow the Child Tax Credit to revert to its already-generous TCJA structure; restore work requirements 
for able-bodied adults on food stamps; eliminate temporary emergency allotments and reverse the 
permanent benefit boost in food stamps; allow the enhanced ObamaCare subsidies to sunset; allow 
the childless EITC changes to revert back to normal; and give states back control of their Medicaid 
programs. 

Only through these common-sense measures—all of which existed prior to COVID-19—can 
policymakers ignite the economic recovery America needs. And where Congress fails, states must 
step up. For example, state leaders can opt-out of the federal Medicaid handcuffs to regain control 
of their Medicaid programs; impose employment and training requirements in the food stamp 
program to get around the able-bodied adult work requirement suspension; and reject food stamp 
emergency allotments, among other policy choices. Just as 26 states supercharged their economies 
by ending expanded unemployment benefits and bonuses early, states have the same opportunity 
before them to rejuvenate their workforces. 

However, until policymakers stop paying people to stay home, America will have more labor 
shortages, higher inflation, and a growing welfare state with no end in sight. 

Now more than ever, policymakers must reject the dependency trap and get Americans back to 
work. 

Only through these common-sense measures—all of 
which existed prior to COVID-19—can policymakers 

ignite the economic recovery America needs.
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APPENDIX 1: VALUE OF GOVERNMENT BENEFITS AND 
EARNINGS BY STATE
Government Benefits Compared to Earnings for a Low-Income Single Parent with Two Dependents

Total Government Benefits Minimum Wage Median Wage

State Monthly Annualized Hourly 
Equivalent Monthly Annualized Hourly 

Equivalent Monthly Annualized Hourly 
Equivalent

Alabama                  $3,971 $47,656 $22.91 $1,257 $15,080 $7.25 $3,021 $36,254 $17.43 

Alaska                   $4,762 $57,139 $27.47 $1,792 $21,507 $10.34 $4,238 $50,856 $24.45 

Arizona                  $3,687 $44,248 $21.27 $2,106 $25,272 $12.15 $3,354 $40,248 $19.35 

Arkansas                 $3,482 $41,783 $20.09 $1,907 $22,880 $11.00 $2,862 $34,341 $16.51 

California               $3,632 $43,578 $20.95 $2,253 $27,040 $13.00 $3,942 $47,299 $22.74 

Colorado                 $3,584 $43,007 $20.68 $2,135 $25,626 $12.32 $3,903 $46,842 $22.52 

Connecticut              $4,088 $49,062 $23.59 $2,080 $24,960 $12.00 $4,259 $51,106 $24.57 

Delaware                 $4,021 $48,258 $23.20 $1,603 $19,240 $9.25 $3,591 $43,098 $20.72 

Florida                  $3,709 $44,513 $21.40 $1,499 $17,992 $8.65 $3,132 $37,586 $18.07 

Georgia                  $3,856 $46,269 $22.24 $1,257 $15,080 $7.25 $3,222 $38,667 $18.59 

Hawaii                   $4,545 $54,536 $26.22 $1,751 $21,008 $10.10 $3,890 $46,675 $22.44 

Idaho                    $3,796 $45,553 $21.90 $1,257 $15,080 $7.25 $3,084 $37,003 $17.79 

Illinois                 $3,583 $42,990 $20.67 $1,907 $22,880 $11.00 $3,642 $43,701 $21.01 

Indiana                  $3,551 $42,614 $20.49 $1,257 $15,080 $7.25 $3,217 $38,605 $18.56 

Iowa                     $4,004 $48,048 $23.10 $1,257 $15,080 $7.25 $3,326 $39,915 $19.19 

Kansas                   $3,885 $46,625 $22.42 $1,257 $15,080 $7.25 $3,222 $38,667 $18.59 

Kentucky                 $3,860 $46,323 $22.27 $1,257 $15,080 $7.25 $3,103 $37,232 $17.90 

Louisiana                $4,072 $48,862 $23.49 $1,257 $15,080 $7.25 $3,039 $36,462 $17.53 

Maine                    $3,759 $45,108 $21.69 $2,106 $25,272 $12.15 $3,371 $40,456 $19.45 

Maryland                 $3,523 $42,279 $20.33 $2,037 $24,440 $11.75 $4,061 $48,734 $23.43 

Massachusetts            $3,420 $41,037 $19.73 $2,340 $28,080 $13.50 $4,463 $53,560 $25.75 

Michigan                 $3,471 $41,655 $20.03 $1,673 $20,072 $9.65 $3,409 $40,914 $19.67 

Minnesota                $3,387 $40,640 $19.54 $1,747 $20,966 $10.08 $3,884 $46,613 $22.41 

Mississippi              $3,549 $42,590 $20.48 $1,257 $15,080 $7.25 $2,727 $32,718 $15.73 

Missouri                 $3,810 $45,724 $21.98 $1,785 $21,424 $10.30 $3,241 $38,896 $18.70 

Montana                  $3,728 $44,735 $21.51 $1,517 $18,200 $8.75 $3,155 $37,856 $18.20 

Nebraska                 $4,390 $52,678 $25.33 $1,560 $18,720 $9.00 $3,321 $39,853 $19.16 

Nevada                   $3,563 $42,759 $20.56 $1,560 $18,720 $9.00 $3,215 $38,584 $18.55 

New Hampshire            $3,457 $41,484 $19.94 $1,257 $15,080 $7.25 $3,678 $44,138 $21.22 

New Jersey               $3,760 $45,124 $21.69 $2,080 $24,960 $12.00 $4,011 $48,131 $23.14 

New Mexico               $3,327 $39,922 $19.19 $1,820 $21,840 $10.50 $3,115 $37,378 $17.97 

New York                 $3,796 $45,549 $21.90 $2,167 $26,000 $12.50 $4,132 $49,587 $23.84 

North Carolina           $3,868 $46,419 $22.32 $1,257 $15,080 $7.25 $3,229 $38,750 $18.63 

North Dakota             $3,824 $45,885 $22.06 $1,257 $15,080 $7.25 $3,685 $44,221 $21.26 

Ohio                     $3,473 $41,677 $20.04 $1,525 $18,304 $8.80 $3,357 $40,290 $19.37 

Oklahoma                 $4,062 $48,743 $23.43 $1,257 $15,080 $7.25 $3,092 $37,107 $17.84 

Oregon                   $3,707 $44,480 $21.38 $2,080 $24,960 $12.00 $3,647 $43,763 $21.04 

Pennsylvania             $3,729 $44,749 $21.51 $1,257 $15,080 $7.25 $3,481 $41,766 $20.08 

Rhode Island             $3,441 $41,287 $19.85 $1,993 $23,920 $11.50 $3,947 $47,362 $22.77 

South Carolina           $3,775 $45,303 $21.78 $1,257 $15,080 $7.25 $3,009 $36,109 $17.36 

South Dakota             $4,172 $50,066 $24.07 $1,638 $19,656 $9.45 $3,068 $36,816 $17.70 
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Total Government Benefits Minimum Wage Median Wage

State Monthly Annualized Hourly 
Equivalent Monthly Annualized Hourly 

Equivalent Monthly Annualized Hourly 
Equivalent

Tennessee                $3,747 $44,959 $21.61 $1,257 $15,080 $7.25 $3,120 $37,440 $18.00 

Texas                    $3,687 $44,248 $21.27 $1,257 $15,080 $7.25 $3,304 $39,645 $19.06 

Utah                     $3,673 $44,082 $21.19 $1,257 $15,080 $7.25 $3,290 $39,478 $18.98 

Vermont                  $4,217 $50,600 $24.33 $2,037 $24,440 $11.75 $3,605 $43,264 $20.80 

Virginia                 $3,810 $45,724 $21.98 $1,647 $19,760 $9.50 $3,768 $45,219 $21.74 

Washington               $3,581 $42,971 $20.66 $2,373 $28,475 $13.69 $4,300 $51,605 $24.81 

West Virginia            $4,248 $50,981 $24.51 $1,517 $18,200 $8.75 $2,959 $35,506 $17.07 

Wisconsin                $3,733 $44,801 $21.54 $1,257 $15,080 $7.25 $3,430 $41,163 $19.79 

Wyoming                  $4,707 $56,483 $27.16 $1,257 $15,080 $7.25 $3,586 $43,035 $20.69 

U.S. Average $3,737 $44,845 $21.56 $1,257 $15,080 $7.25 $3,496 $41,954 $20.17 

APPENDIX 2: VALUE OF GOVERNMENT BENEFITS COMPARED 
TO MINIMUM AND MEDIAN WAGES BY STATE
Government Benefits Compared to Minimum and Median Wages for a Low-Income Single Parent with Two Dependents

State Benefit vs. 
Minimum Wage

Benefit vs.  
Median Wage

Alabama                  216% 31%

Alaska                   166% 12%

Arizona                  75% 10%

Arkansas                 83% 22%

California               61% -8%

Colorado                 68% -8%

Connecticut              97% -4%

Delaware                 151% 12%

Florida                  147% 18%

Georgia                  207% 20%

Hawaii                   160% 17%

Idaho                    202% 23%

Illinois                 88% -2%

Indiana                  183% 10%

Iowa                     219% 20%

Kansas                   209% 21%

Kentucky                 207% 24%

Louisiana                224% 34%

Maine                    78% 11%

Maryland                 73% -13%

Massachusetts            46% -23%

Michigan                 108% 2%

Minnesota                94% -13%

Mississippi              182% 30%

Missouri                 113% 18%

Montana                  146% 18%

State Benefit vs. 
Minimum Wage

Benefit vs.  
Median Wage

Nebraska                 181% 32%

Nevada                   128% 11%

New Hampshire            175% -6%

New Jersey               81% -6%

New Mexico               83% 7%

New York                 75% -8%

North Carolina           208% 20%

North Dakota             204% 4%

Ohio                     128% 3%

Oklahoma                 223% 31%

Oregon                   78% 2%

Pennsylvania             197% 7%

Rhode Island             73% -13%

South Carolina           200% 25%

South Dakota             155% 36%

Tennessee                198% 20%

Texas                    193% 12%

Utah                     192% 12%

Vermont                  107% 17%

Virginia                 131% 1%

Washington               51% -17%

West Virginia            180% 44%

Wisconsin                197% 9%

Wyoming                  275% 31%

U.S. Average 197% 7%

Source: Authors’ calculations

Source: Authors’ calculations
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