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The American Rescue Plan (ARP) has distributed $130 billion in payments to local governments to assist in 
the economic recovery from the COVID-19 pandemic. Payments were calculated by need and population size. 
While there is flexibility in using the funds, local governments must follow Treasury Department guidance 
when deciding where to spend funds. The COVID-19 pandemic has impacted low-income people and Black, 
Indigenous, and other people of color (BIPOC) more than others due to structural inequalities. Local ARP funds 
should be used to advance equitable economic development that ensures people have what they need and that 
barriers to opportunity are removed so communities can get to greater resiliency and well-being. 

BACKGROUND

In March 2021, Congress passed the American Rescue Plan Act, which spent $1.9 trillion to revitalize the 
economy and help it recover from the pandemic. The ARP included direct payments to U.S. citizens, expanded 
Child Tax Credits, and $350 billion in aid to local and state governments. $130 billion went to metropolitan 
areas, counties, and non-entitlement governments. Payments to local governments began in May 2021.  

Governments will receive ARP funds in two dispersals, one this summer and one in about 12 months. ARP 
funds can be used to support public health and address negative economic impacts caused by the health 
emergency as well as to replace lost public sector revenue, provide premium pay for essential workers, and 
invest in water, sewer, and broadband infrastructure. The above categories are broad enough to allow local 
governments flexibility in allocation. Each category has room to account for equity and to encourage equitable 
development. This is intentional in the design of the American Rescue Plan, as one of the policy objectives in 
treasury guidance to local governments is to “address systemic public health and economic challenges that have 
contributed to the unequal impact of the pandemic.”

While past stimulus packages, such as the CARES Act, were aimed at immediate assistance and relief during 
the pandemic, ARP provides a stimulus aimed at recovery. ARP funds are meant to be used strategically. Local 
governments should focus on spending to address existing inequities and create equitable development in the 
post-pandemic economy. 
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DEFINITIONS

EQUITY: Equity means the presence of fairness and justice. This is different than equality, which implies things 
are equal, or the same. Equality means there is equal standing and value, while equity means that there is mutual 
interest in just outcomes. In policy, equity can be a more useful tool than equality. It would hardly be fair to tax 
all incomes at the same amount, which meets the criteria of equality. This is why there is a progressive income 
tax structure, where people with higher incomes pay more in taxes.1  

ECONOMIC DEVELOPMENT: Economic development is a broad framework, and while it is difficult to agree 
on a single definition, “Economic Development: A Definition and Model for Investment” provides the following 
helpful explanation: “Economic development is the expansion of capacities that contribute to the advancement 
of society through the realization of individual, firm and community potential. … Economic development is 

https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-fiscal-recovery-funds
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-fiscal-recovery-funds
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essential to creating the conditions for economic growth and ensuring our economic future.”2  

EQUITABLE ECONOMIC DEVELOPMENT: Equitable economic development applies the concept of equity to 
economic development. It recognizes a history of underinvestment, discrimination, and devaluation of under-
served communities, and it encourages investment and attention to their economic futures. 

IMPACTS IN N.C. TO DATEUSING ARP FUNDS TO ADVANCE EQUITY

There is a myth that natural disasters like the COVID-19 pandemic do not discriminate and are blind in 
their effects, but existing inequities have exacerbated the negative economic, health, and social impacts of 
the pandemic. During the COVID-19 pandemic, BIPOC communities — especially Black communities 
— have experienced greater negative social, health, and economic fallout because of entrenched racist 
policymaking. Previous eras of government spending following an economic or physical disaster, such as 
the New Deal, G.I. Bill, and the bank and auto industry bailouts during the Great Recession have aided 
institutionalized powers instead of assisting under-served populations and have often harmed those most in 
need. Stimulus checks provide short-term relief but do little to address the underlying systemic issues. Economic 
recovery efforts should address the institutionalized inequities to foster equitable economic development, 
which would build more resilient economies and reduce the risk of future economic disasters. Furthermore, 
lessons from the CARES Act demonstrate the need for governments to create infrastructure for the equitable 
use of resources. As an example, the CARES Act funds were under-accessed and under-utilized by minority 
owned businesses despite the intentions of Congress because robust networks of financial institutions, technical 
assistance, and other groups were not in place to reach, facilitate, and ensure the engagement of these firms that 
are essential to jobs and wealth building in so many communities.

According to the Treasury Department, one of the purposes of providing these funds is to “address systemic 
public health and economic challenges that have contributed to the unequal impact of the pandemic.” In 
further guidance on compliance and reporting, the Treasury makes clear that putting community feedback and 
engagement at the center of determining allocations is necessary for the equitable use of funds.

While the Treasury affords flexibility in local ARP spending to allow diverse local needs to be met, there is also 
a risk of disparate geographic impacts within states and counties due to different approaches to spending ARP 
funds. Thus, local government officials should adopt values promoting the equitable use of ARP funds while 
engaging directly with community stakeholders to maximize benefits to their communities. Sources offering 
guidance and values are listed below.

U.S. Treasury Guidance: The U.S. Treasury has issued guidance on how funds can be used. At the broadest level, local 
governments must comply by using their ARP funds to support public health expenditures, address negative 
economic impacts of the public health emergency, replace lost public sector revenue, provide premium pay for 
essential workers, and invest in water, sewer, or broadband infrastructure.

https://www.washingtonpost.com/business/2020/05/08/sba-ppp-ig-report/
https://www.washingtonpost.com/business/2020/05/08/sba-ppp-ig-report/
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-fiscal-recovery-funds
https://home.treasury.gov/system/files/136/SLFRF-Compliance-and-Reporting-Guidance.pdf
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/state-and-local-fiscal-recovery-funds
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In compliance and reporting guidance, the Treasury underlines that equity includes listening to impacted 
communities in addition to serving them. In the required “Recovery Plan Performance Report” for governments 
of populations over 250,000, local officials must report on community engagement. Local allocations must reflect 
the diverse feedback of stakeholders in the community.

National League of Cities: The National League of Cities (NLC) developed 5 guidelines for ARP uses: assessment 
of government and community needs; strategic use of revenue sources; prioritization of fiscal stability and 
returning to work; maintenance of records and documenting impact; and engaging with congressional 
delegations.

Southern Economic Advancement Project: The Southern Economic Advancement Project (SEAP) outlines key values 
for an equitable recovery: community input, accountability, and measurement. SEAP has designed an ARP 
toolkit to assist local governments in making decisions on how to use ARP funds equitably. In addition, SEAP 
has issued community engagement guidance for making local ARP allocations.

ARP funds dispersed to local governments are meant to be used strategically. These funds are not meant to 
offset only the cost of responding to the pandemic; they are meant to help economies recover from it. Local 
governments must make the following strategic considerations before deciding how to use ARP funds to 
maximize equitable outcomes.

Infrastructure spending: Many local governments are planning to use one-time ARP funds to make much-needed 
updates to local infrastructure. Projects include spending on increasing broadband access and updating water 
infrastructure. A high-profile $579 billion infrastructure bill has been in the works in Washington since the 
start of the Biden administration, and although it has hit roadblocks on its way to becoming law, it does have 
bipartisan support. The infrastructure bill includes money for both broadband and water projects, which are 
included in allowed projects for ARP spending. Local government decision-makers should understand the 
provisions of this bill and how it might benefit them. They should understand where it might overlap with ARP 
provisions and then assess the urgency of their infrastructure needs.

Other ARP funding: The $130 billion funding to local governments is only a fraction of the massive ARP Act, which 
spends $1.9 trillion in total. Other pots of ARP money will be available to support local government needs and 
services. Before seeking to fund new activity, local government officials should ensure they are maximizing other 
routes of funding. Identifying strategic sources of funding will allow local governments to support as much 
activity as they are able. The National League of Cities has put together a database of ARP Act provisions as a 
resource.

Impacted communities: Local governments should consider who will be most helped by ARP spending in their 
communities. They should identify who bore the greatest burden of the pandemic and who will need the most 
assistance in pursuing an equitable economic recovery. This includes people already experiencing economic 
inequality: Those living in poverty, rural communities, and BIPOC communities. ARP funding should aim to 

https://home.treasury.gov/system/files/136/SLFRF-Compliance-and-Reporting-Guidance.pdf
https://www.nlc.org/article/2021/04/05/local-recovery-five-principles-for-arp-implementation/
https://theseap.org/southstrong/arp-toolkit/
https://theseap.org/southstrong/arp-toolkit/
https://theseap.org/wp-content/uploads/SEAP_-ARP-Community-Engagement-Guidance.pdf
https://www.nytimes.com/2021/06/24/us/politics/biden-infrastruture.html
https://www.nlc.org/resource/american-rescue-plan-act-of-2021-summary-of-provisions/
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create equitable economic development for these communities, so they are less vulnerable to future disasters.

Timeline: ARP funds are a one-time investment that will arrive in two dispersals in 2021 and 2022. Since the 
funding has an end date, local government decision-makers cannot use the money as the sole source of funding 
for a new, ongoing program. Funds are better suited for short-term or one-time investments.

Comprehensive recovery packages: Larger cities and metropolitan areas are proposing using ARP funds to support 
comprehensive recovery packages with money set aside for a wide range of investments that target both 
government recovery and community economic recovery. Packages are often multi-faceted and far-reaching, 
addressing the socio-economic needs that have to be met to spur equitable economic development. Santa 
Ana, Calif., is using $142.9 million to launch its “Revive Santa Ana” program with five focus areas: COVID-19 
recovery, assistance programs, homelessness, critical infrastructure, and city fiscal health. Alexandria, Va., is 
using its funds for the city’s strategic recovery framework, focusing on its recovery goals: businesses thrive, 
everyone has access to the basics, recovery lifts everyone, and long-term community investment. However, this 
type of spending proposal is unrealistic for smaller cities, towns, and counties, where they must address the 
needs of a smaller population with fewer funds.

Investments in local social services: Some cities are investing in their local safety net to support vulnerable 
populations that have experienced the negative effects of the pandemic disproportionately. Nashville, Tenn., is 
putting around $20 million from its ARP funds toward two affordable housing funds to address rapidly rising 
home prices. Richmond, Va., city council members requested that $7.1 million of the city’s anticipated $160 
million ARP funds be earmarked for the city’s Affordable Housing Trust Fund to address the city’s high pre-
pandemic eviction rates and homelessness. Other cities are piloting guaranteed income initiatives. The NLC 
identified that Seattle, Wash., Mountain View, Calif., and Minneapolis, Minn., all have included guaranteed 
income pilots in their comprehensive recovery plans. Such initiatives address income inequalities for low-income 
individuals and households, who are most vulnerable to the economic impacts of the pandemic. Social service 
programs that increase economic stability by relieving housing and income insecurity can set the stage for 
equitable economic development in the wake of the pandemic.

Updating infrastructure: Many local governments, such as Haywood County in North Carolina, are focusing on 
infrastructure investment, specifically the stormwater and broadband provisions in the ARP guidance from 
the U.S. Treasury. Access to broadband is linked to positive health and social outcomes. Despite the ubiquity of 
digital life, millions in the U.S. remain without broadband access, particularly in low-income and rural areas that 
already experience inequitable economies. Investment in broadband access is an opportunity to create greater 
economic equity and bring those left behind into the digital fold.

Updates to water and sewer infrastructure may seem like issues that will affect everyone in a community 
equally; however, low-income communities and communities of color are more likely to experience unsafe 
drinking water and flooding, leading to both physical and economic displacement. Investing in infrastructure 
in vulnerable communities can lead to greater stability and economic development over time. Many local 

https://www.alexandriava.gov/AmericanRescuePlan
https://www.nashville.gov/
https://www.nashville.gov/
https://richmond.com/news/city-council-requests-7-1-million-for-affordable-housing-but-still-at-odds-over-full/article_10681f84-67a3-56a4-ab58-9d34bdc87409.html
https://richmond.com/news/city-council-requests-7-1-million-for-affordable-housing-but-still-at-odds-over-full/article_10681f84-67a3-56a4-ab58-9d34bdc87409.html
https://www.nlc.org/article/2021/07/21/guaranteed-income-pilot-projects-with-american-rescue-plan-act-funding/
https://www.nlc.org/article/2021/07/21/guaranteed-income-pilot-projects-with-american-rescue-plan-act-funding/
https://wlos.com/news/local/haywood-county-leaders-vote-to-spend-covid-19-recovery-funds-to-expand-broadband-access
https://www.brookings.edu/research/digital-prosperity-how-broadband-can-deliver-health-and-equity-to-all-communities/
https://www.nbcnews.com/news/latino/when-it-comes-access-clean-water-race-still-strongest-determinant-n1089606
https://www.nbcnews.com/news/latino/when-it-comes-access-clean-water-race-still-strongest-determinant-n1089606
https://www.scientificamerican.com/article/flooding-disproportionately-harms-black-neighborhoods/
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1   This definition is based on the definition of equity from the Encyclopedia of Social Justice and Diversity.
2   Feldman, Maryann, et al., Economic Development: A Definition and Model for Investment.
3   SEAP has developed guidance on community engagement in the ARP spending process, click here for more information.

5

governments have identified weaknesses in their infrastructure and will spend ARP funds to improve these 
systems. Several coastal North Carolina towns will be directing their funds to stormwater projects to amend 
ongoing infrastructure issues. Local governments should be aware of the infrastructure bill in development in 
D.C. so they can spend federal dollars most effectively. 

Community involvement: Many local governments have already made plans to engage their citizens in using ARP 
funds. For example, in Greensboro, N.C., the city is asking for citizen input via an ARP Spending Simulator. 
Other cities, like Youngstown, Ohio, are soliciting community feedback through community stakeholder 
surveys. Community input is necessary to correctly assess needs and to administer ARP funds in ways that foster 
equitable development. However, governments must ensure that engagement is meaningful and be intentional in 
their outreach to vulnerable and hard-to-reach communities.3

Limits of targeted action: Local government officials can target spending in low-income census tracts; however, 
this targeted action is limited to health and housing initiatives. Some officials want to use funds to create 
transformational change by looking at broader projects, such as building community centers or markets to 
respond to food deserts in low-income areas.

Funding is a one-time investment: ARP funds are a one-time revenue source. This means that, while the money can 
help to launch new programs, it cannot fund recurring projects or expenses. 

Challenges for rural populations: ARP funds dispersed to local governments are proportional to population and 
need. Rural areas with high rates of people experiencing poverty have smaller populations but may need more 
spending on high capital infrastructure projects and may have greater infrastructure needs in general due to 
consistent underfunding.

Limitations for tourism-dependent places: Places that rely on tourism but have small local populations, such as in 
eastern North Carolina, may receive less ARP funding and be unable to invest in projects that support tourism 
capacity. For example, the Village of Bald Head Island in North Carolina has a population of around 200 full-
time residents but hosts over 8,000 tourists in peak summer months. The funding received is meant to support 
the capacity of the local population, not the impacts of the tourism industry. 

 — Written by MEGAN DAVIS, Budget & Tax Center Intern

https://corp.credoreference.com/component/booktracker/edition/10736.html
https://eda.gov/files/tools/research-reports/investment-definition-model.pdf
https://theseap.org/wp-content/uploads/SEAP_-ARP-Community-Engagement-Guidance.pdf
https://www.starnewsonline.com/story/news/2021/06/22/how-brunswick-county-nc-will-use-its-27-million-america-rescue-plan-joe-biden/7685513002/
https://www.starnewsonline.com/story/news/2021/06/22/how-brunswick-county-nc-will-use-its-27-million-america-rescue-plan-joe-biden/7685513002/
https://www.greensboro-nc.gov/Home/Components/News/News/15857/36
https://youngstownohio.gov/ARPsummit
https://youngstownohio.gov/ARPsummit
https://www.usatoday.com/story/news/politics/2021/05/14/cities-weigh-how-spend-covid-relief-billions/5042395001/
https://www.usatoday.com/story/news/politics/2021/05/14/cities-weigh-how-spend-covid-relief-billions/5042395001/
https://www.starnewsonline.com/story/news/2021/06/22/how-brunswick-county-nc-will-use-its-27-million-america-rescue-plan-joe-biden/7685513002/
https://www.starnewsonline.com/story/news/2021/06/22/how-brunswick-county-nc-will-use-its-27-million-america-rescue-plan-joe-biden/7685513002/

