Republican Proposal on Unemployment Insurance:
Ending the Federal Guaranteed Benefit

HR 1745 would eliminate Federal payments for temporary extended
unemployment benefits on July 6.

As a result, over 4 million Americans could lose their extended
benefits in early July unless States provide coverage for them.

The bill would transfer to the States money now dedicated to
providing extended unemployment benefits ($31 billion) and allow
the States to use it for other purposes, including paying off
unemployment insurance loans from the Federal government,
providing tax cuts to businesses, and/or backfilling State or Federal
budget cuts to employment-related services.

Michigan, Missouri and Florida have already passed legislation to cut
the duration of regular unemployment compensation. By ending the
current Federal guarantee for extended unemployment benefits, HR
1745 will push even more States to slash benefits.

Even if States use all of the funds under the bill to continue extended
benefits, the funding will begin to run out by the end of the year. This
shifts the burden on to the States for any future continuation of the
extended benefits programs.

The legislation also would permanently allow regular UI funds to be
diverted for other purposes through waivers. This waiver authority
could allow a State (if approved by DOL) to provide private accounts
to a potential Ul recipient, instead of unemployment benefits.

Finally, the bill would impose new training and work search
requirements for Ul recipients that States already have the flexibility
to put in place, even as Republican budget proposals slash funding for
training and employment services.
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Unemployment Benefits
Are Very Modest

Average Weekly
Earnings
$784

Poverty Level (Family of Four)
$ 429

Average Weekly
Unemployment Benefit
$ 300

Prepared by the Democratic Staff of the Committee on
Ways and Means, 10 May 2011.
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Reality Check —
Republican Rhetoric vs. Actions on Unemployment

Republicans Blaming the Unemployed for Unemployment — Republicans
say their goal is helping the unemployed find jobs, but their new bill focuses
on placing new restrictions, requirements and limits on unemployment
benefits rather than on helping jobless Americans find new work.
Legislation (HR 1745) introduced by Republicans on the Ways and Means
Committee would impose new requirements on Americans receiving regular
unemployment benefits (even as the Republican budget slashes funding for
employment services), and it completely eliminates the current guarantee for
extended benefits for the long-term unemployed.

Republicans Cutting Job Training — Republicans say more needs to be
done to promote re-employment, but the Republican budget passed last
month would slash funding for education, job training and related programs
by 25 percent below current levels. Furthermore, nearly every House
Republican voted for a continuing resolution (HR 1) that would have
eliminated all job training funds under the Workforce Investment Act for the
next year.

Republicans Cutting Assistance to Dislocated Workers — Republicans say
we need to better engage unemployed workers, but they have allowed vital
training and assistance to expire for workers who have lost their jobs for
trade-related reasons. In 2009, a number of reforms were made to the Trade
Adjustment Assistance (TAA) program, such as providing coverage to
service workers and making a greater investment in training. Republicans
allowed these reforms to expire earlier this year, threatening benefits and
training opportunities to hundreds of thousands of trade-impacted workers.

Republicans Opposing Job Creation Programs — Republicans claim they
support efforts to help unemployed workers return to work, but they have
opposed the continuation of programs that successfully created jobs. For
example, Republicans opposed the extension of the TANF Emergency Fund,
which provided wage subsidies to employers hiring unemployed workers.
States used the Emergency Fund to create over 250,000 jobs, but the Fund
expired last year after Republicans blocked its extension.




Republicans Should Stop Blaming
the Unemployed for Unemployment

After over four months in the Majority, House Republicans have yet to
bring a jobs bill to the floor for a vote. To the contrary, Republican
budget proposals would cause the loss of hundreds of thousands, and
perhaps millions, of American jobs according to many economists.

Rather than work toward continued job creation, Republicans blame the
unemployed for not searching hard enough for work. New legislation
introduced (HR 1745) by Republicans on the Committee on Ways and
Means follows this line by increasing requirements on, and in some cases
completely eliminating assistance to, Americans who have lost their jobs
through no fault of their own.

Having created 2 million new private sector jobs over the past 14 months,
the economy has begun to recover under the policies put into place by
President Obama and Democrats in Congress.

However, there are still about 7 million fewer jobs in the economy today
than when the “Great Recession” started in December of 2007. It is this
jobs deficit that makes returning to work so difficult for the unemployed.

Data from the Department of Labor shows there are well over four
unemployed Americans for every available job.

Americans receiving Unemployment Insurance (UI) are already required
to actively look for and accept work, and they have ample incentive to do
so given that the average unemployment benefit ($300 a week) only
reaches 70% of the poverty line for a family of four.

The Wall Street Journal recently reported that “roughly 1 million people
in the U.S. were unable to find work after exhausting their unemployment
benefits over the past year.” This clearly shows that unemployment
benefits are not holding people back from looking for work.

Recent reports from the Federal Reserve Bank of San Francisco and from
Goldman Sachs confirm that any work disincentive effects from receiving
UI are very small during a depressed labor market.
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The JOBS Act will result in fewer, not more jobs
Ross Eisenbrey Heidi Shierholz
May 10, 2011

The “Jobs, Opportunity, Benefits, and Services Act of 2011” (JOBS Act) allows states to divert the
federal funds they will receive to pay for emergency unemployment compensation (EUC) and
extended benefits (EB) to other purposes, including paying off the debt many states owe to the federal
unemployment trust funds, paying for regular state benefits, paying for reemployment services (e.g.,
job search assistance and job training), and improving the balance in their own state unemployment
insurance trust funds.

The Congressional Budget Office (CBO) anticipates that $32 billion will be paid for EUC and EB from
July 2011 until May 2012 under current law. The JOBS Act ends the entitlement to those funds and
allocates $31 billion to the states in a new block grant.

The JOBS Act essentially allows states to terminate the payment of EUC and EB, potentially eliminating
about $40 billion in economic activity, according to CBO estimates, that would result from putting cash
in the hands of needy families that will spend it. The $40 billion in economic activity generated by the
EUC and EB programs under current law would create around 322,000 jobs.

Spending on unemployment insurance programs gives the economy its biggest bang for the buck in
terms of job creation because the GDP multiplier effect of unemployment compensation—which CBO
estimates in a range from 0.7 to 1.9—is greater than any of the other possible uses under the
proposed Act. Putting cash in the hands of unemployed workers generates more economic activity than
any other option: it results in more consumption of goods and services produced by private-sector
businesses, generating more economic activity by their suppliers and contractors.

But if the states choose not to spend the money on EUC and EB, some funding options will be better
than others. For example, if a state uses its share of the $31 billion to pay down its debts to the
federal UI trust funds, it will remove that amount of money from the economy, generate no new
economic activity, and create no jobs at all. Likewise, if a state chooses to eliminate EUC and EB and
instead deposit its share of the federal funds into its UI trust funds to improve their balance, the
money will be removed from circulation and create no jobs at all.

Alternatively, under the JOBS Act a state could decide to use the federal funds to pay for regular state
unemployment insurance benefits. This would relieve state employers of the need to pay for those
benefits and allow for a temporary tax cut on all employers in the state that pay UI taxes. Employer
payroll taxes have a modest GDP multiplier effect that CBO estimates at somewhere between 0.4 and

1.2. If all states took this approach, then about 198,000 jobs would be created,[l] or 124,000 fewer
than under current law. '

The other allowable activity under the JOBS Act is spending on reemployment services such as job
search assistance and job training, which have an even more modest effect on GDP. The CBO
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estimates the multiplier effect as ranging from 0.4 to 1.1. If all states spent the entire $31 billion on
such services, then about 186,000 jobs would be created,m or 136,000 fewer than under current law,

Needless to say, any combination of these alternative spending paths would lead to the creation of
fewer jobs than under current law. If, for example, half of the funds nationwide were spent on
continuing to provide EUC and EB, while the other half was divided between employer payroll tax
deductions and reemployment services, then about 257,000 jobs would be created, a loss of about
65,000 jobs compared to current law.

In summary, the JOBS Act is a job loser, not a creator.

[1] This calculation uses the midpoint of the multiplier range and assumes that $125,000 of new
economic activity is required to generate one job.

[2] Using the midpoint of the multiplier range and assuming $125,000 per job.

All material within this site Copyright © 2011 Economic Policy Institute. Al rights reserved.
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Republican Plan --Taking
Money from the Unemployed

$31 Billion for Unemployment Insurance
Can Be Diverted to Other Purposes
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Loan Repayments Tax Cuts Replace Budget
on State Debt for Business Cuts on Employment
Programs
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