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Partisan Attacks on Unemployment Insurance Are Nothing New

Unemployment Insurance (Ul) has played a key role both in helping workers replace lost income
and acting as a macroeconomic stabilizer since it was introduced during the Great Depression.!
In spite of decades of neglect, the program has repeatedly saved jobs and kept working
Americans and their families out of poverty when they’ve lost a job through no fault of their
own.?

Despite the breadth of empirical evidence of the economy-wide benefits of Ul, detractors have
made unfounded claims for decades about the program to undermine its reputation and build
political support to aggressively defund it. Unfounded partisan complaints regarding Ul appear
in congressional testimony, public statements, op-eds and actual policymaking.® Versions of
these statements and actions, which predictably occur every time the program is working as
designed—providing financial support to working families during economic downturns and
stabilizing the overall economy—have been called political and philosophical by nonpartisan
analysts.* Partisan talking points attacking Ul are consistently not grounded in evidence, but
rather harmful anecdotes that purposefully paint a misleading picture of Ul in order to
undermine popular support for this vital program.

Ul enhances worker power in the labor market while encouraging work

Attacks on the unemployment insurance system routinely ignore basic facts.> Ul enables
displaced workers to meet basic needs when they’ve lost a job through no fault of their own and
while they actively search for a new one through modest, time-limited income support. For those
who receive Ul, it is a bridge—not a barrier—to a new job. Critics who believe that Ul
discourages work have a narrow, negative view of what motivates workers and ignore basic facts
about our Ul system, such as:

e Standard unemployment benefits replace only a small portion of previous wages. On
average, standard Ul benefits replace just 40% of a worker’s prior earnings.® The value of
Ul is insufficient to live on anywhere in the country: the average pre-tax monthly
unemployment benefit of $1,382 for one worker is not sufficient to keep a family of two
or more above the poverty line.’
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9 States Pay Average Unemployment Benefits of
Less than $1,000/Month Before Taxes

Average Monthly
Pre-Tax Compensation

[ 51,000
[ $1,000-$1,200
[ $1.200-51,400
I $1,400-51,600
. >51,600

Source: U.S. Department of Labor Employment and
Training Administration
-
e Notes: Monthly average pre-tax compensation is
’ calculated as four times the weekly average benefit by
state in January 2021, These values do not include
emergency federal expansions of benefits.

Only a small percentage of unemployed workers actually get Ul. In 2019, only 28%
of all unemployed workers in the United States actually received Ul benefits.® This low
percentage obscures a great deal of variation across states, ranging from 9% of
unemployed workers in North Carolina to 59% in New Jersey. The reason is that states
set their own eligibility standards and often choose requirements, such as a minimum
earnings threshold, that carve out low-income workers, especially low-income workers of

color.®

Only 5 States and DC Actually Paid Out Unemployment to More than
Half of Short-Term Unemployed Workers in 2014

Regular State
Unemployment
Insurance
Recipiency Rate
[1s20%
[ 20%-30%
I 30%-40%
B 40%-50%
W >50%

Source: Economic Policy Institute Staff Calculations (2014),
U.S. Department of Labor Employment and Training
L Administration
e Note: Recipiency rates displayed are calculated as a 12-
' month moving average of weeks compensated divided by a
12-month moving average of the number of short-term
unemployed (26 weeks or less) in each state in 2014
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e Workers earn Ul benefits through previous work experience and can only qualify
for benefits if they lose a job through no fault of their own and are actively looking
for a new job.

A short-term payment is not a replacement for a long-term job, and evidence has repeatedly
shown that displaced workers try to find stable work as best they can. Even in May and June of
2020, immediately after the initial pandemic-induced shutdown—with the supplemental $600 in
place—7.5 million people went back to work. Many of these workers risked their health and the
health of their loved ones to do so. About 70% of likely Ul recipients who returned to work at
that time were making more on Ul than their prior wage.'® Unemployed workers were well
aware that any job they turned down in May and June of 2020 may not be there when their
benefits expired.

Now, unlike in May and June of 2020, as vaccination rates have risen, consumer demand has
returned and people feel safer engaging in activities outside their homes again. This means that
there’s more demand for workers than there are workers in sectors such as restaurants and travel
that consumers had avoided last year out of safety concerns. This represents a change in demand
for workers and an opportunity for them to pursue jobs that are better suited to their skills and
needs (see brief on “Unemployment Insurance, Worker Power and the Recovery”).!! Blaming
Ul for labor market friction is anti-competitive, anti-efficiency and anti-worker.

Talking about fraud in social insurance is a long-used dog whistle

Perceptions of who is “deserving” of economic support, as well as the appropriate roles for
people of different genders and races in the labor market, has influenced the design of the Ul
system from its inception. The narrative that Ul encourages laziness and indolence and is rife
with fraud stems from the same racism that underlies all attacks against income support
programs in the United States.2 From the beginning, these perceptions about who “deserved”
economic support were baked into the design of the Ul system, with implications that continue to
reverberate today.*® For example:

e Workers in agricultural, domestic services, small businesses and other sectors of the
labor market in which wages are difficult to track were excluded from many of the
New Deal programs, including the original Ul program. However, because of the
demands of segregationist Southern Democrats, these were also sectors made up
disproportionately by Black workers.!* To this day, these policy decisions made more
than 80 years ago continue to reverberate, with the states that have the highest share of
Black workers also having the lowest rates of Ul recipiency.®®
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The States with the Largest Share of Black Workers Have Some of
the Lowest Unemployment Insurance Recipiency Rates

Percent of Total
Unemployed Receiving
Regular State
Unemployment Benefits
. <359
. 35 45%
[ 45-55%
[15565%
[ =65%

High Black Labar Share States

o Source: U.S. Department of Labor, Bureau of Labor
‘ S e Statistics
’ Notes: Highlighted states, or states with "High Black Labor
Share" are the nine states and D.C. with the highest share
of Black workers in February 2021. Data reflect regular
state program recipiency rates for Q1 2021.

Sexist perceptions of the appropriate role of women in the paid labor force led the
Senate Finance Committee in 1961 to legislatively require that invasive data be
collected on “personal characteristics, family situation, employment background
and benefit experience of those who drew benefits” to “furnish ammunition” for those
who wanted to push a narrative of fraud and abuse among workers perceived to be less
deserving of income support.t® This is just one example of how problematic assumptions
about workers’ credibility and reliability have constrained access to Ul, which today
reaches fewer than 3 in 10 unemployed workers.’

Recently, fearmongering over misrepresentation of eligibility for Ul has been
updated to target immigrants, who are generally portrayed as undocumented workers
here to take advantage of income support programs. This idea is pervasive despite the
fact that the vast majority of immigrants are in the United States legally, and those who
are not are ineligible for Ul anyway.8

While evidence of people willfully misrepresenting their eligibility for Ul is nearly nonexistent,
there is ample evidence of millions of Americans eligible for—but unable to access—vital Ul
support.’® The only fraud that has been detected is carried out by professional cyber-criminals,
not by individuals misrepresenting their eligibility for U1.2° Workers themselves are frequently
the victims of this kind of fraud, and policymakers should not use this as an excuse to make life
more difficult for unemployed workers.

Furthermore, the program that has been the primary target of professional criminals, the
Pandemic Unemployment Assistance (PUA) program, was created because of holes in the
regular Ul system that millions of workers would have fallen through.?! If the regular Ul system
had been modernized to include those workers from the beginning, a brand new program—
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enacted in the middle of a global pandemic, vulnerable to hackers and the source of most of the
fraud—would not have been necessary to enact in the first place.??

Shoring up Ul, especially finding a long-term, sustainable way for the workers covered by
PUA to be eligible for regular Ul in the future, is the solution to concerns about fraud.
Further constraining the reach of critical economic support for workers, buffeted by economic
forces outside of their control, is not a solution.

Calls to shorten the duration of Ul ignore economic evidence that long-term unemployment
increases during recessions, through no fault of workers

It is an observable fact that long-term unemployment increases in recessions and continues to
increase directly after, often peaking after an economic recession has technically ended.?®
Furthermore, those workers already facing disadvantages in the labor market, such as less-
educated workers or workers of color, have historically been overrepresented among the long-
term unemployed.?* Critics’ place blame on the long-term unemployed, assigning responsibility
to individuals for macroeconomic trends.?

Long-Term Unemployment Peaks

Immediately After Recessions
Long-term unemployed as a share of the labor force,
1948-2021

5.0%
4.0%
3.0%
2.0%
1.0%
0.0% 4 4 4 4
1948 1958 1968 1978 1988 1998 2008 2018

Source: Bureau of Labor Statistics, National Bureau of Economic Research
Note: Long-term unemployment is defined as 27 weeks or more of
unemployment. Data are seasonally adjusted.

Much of the conversation regarding ending the coronavirus-spurred, enhanced federal Ul
programs mirrors similar conversations that have taken place near the end of every recession
since Extended Benefits (EB) were first conceived.?® Throughout the summer, governors have
prematurely cut off emergency federal Ul programs despite evidence that Ul does not
disincentivize returning to work.?’

The Ul system has been inadequate for decades. Now is the time to act.

In 1954, the Eisenhower White House identified deficiencies in the Ul system that hampered its
efficiency as a macroeconomic automatic stabilizer and as social insurance for workers who lose
their jobs through no fault of their own—three of which remain primary barriers to effective Ul
today:
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e Inadequate coverage,
e Inadequate replacement rates
e And insufficient duration of benefits.?®

Since 1954, there have been numerous bipartisan commissions to study the shortfalls of Ul and
how the program could be improved, including in 1981, 1994, 1995 and 1996—not to mention
books and studies—that outline familiar themes, problems and evidence-based solutions for
permanent Ul reform.?°

Each of these bipartisan or non-partisan sources propose essentially the same solutions as the
Eisenhower Administration did in 1954. And, most importantly, they all say that despite decades
of neglect and widespread misinformation, Ul works exceptionally well at the purpose for which
it was intended—providing people the economic support necessary to pay their bills and
bolstering the entire economy through periods of downturn.

Conclusion

Ul gives some workers modest, time-limited economic support that allows them to meet basic
needs when they’ve lost a job through no fault of their own and while they actively search for a
new one. It provides vital support to allow families to continue to pay their bills while
simultaneously serving as a macroeconomic stabilizer, minimizing the economy-wide effects of
an economic downturn.*® Partisan attacks against Ul ignore basic facts about the program and are
part of a long record of undermining critical programs that support working families during
economic downturns.
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