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Most states have a provision in place that prevents workers from receiving UI benefits during their first week
of unemployment. These measures were chosen as the minimal thresholds for an adequate, fair, and equitable
system of unemployment insurance. The Unemployment Test Consider the following hypothetical cases as
examples of how the official unemployment rate U-3 understates the magnitude of the labor underutilization
problem: A single mother who has been unemployed for three months, but is unavailable for work for the past
two weeks in order to care for her sick child, would be classified as "not in the labor force. States can choose
the length of time that benefits will be paid, although most states limit unemployment benefits to 26
weeksâ€”with extensions possible in times of especially high unemployment. Consequently, many workers
run out of benefits prior to finding new employment. Making benefit payments progressive in this way will
help these workers pay for adequate food, clothing, and shelter. Third, we assess whether or not states have
indexed their taxable wage base to state wages. We use an AHCM of 0. The number of open jobs nationwide
reached the highest level on record in January. Over time, the rise in wages will adjust to match the slower
gains in productivity, and the unemployment rate will ease back down. Recession preparedness We focus on
how well prepared a state is to deal with a recession. Washington has no earnings requirement but instead
requires hours in the base year. Recent research by Jonathan Gruber indicates that nearly one-third of U. These
national rates of unemployment mask considerable differences between regions. In most states, the base period
for determining UI eligibility and benefit levels is the first four of the five most recently completed quarters.
But what explains the remaining level of unemployment even in good economic times? In the worst states,
fewer than one-third of unemployed workers receive UI benefits, while in the best states more than half do see
Table 1. This pattern of unexpectedly high productivity helps to explain why the unemployment rate stayed
below 4. Grading unemployment insurance programs state by state The deficiencies in the state
unemployment insurance system result from its highly decentralized structure. Eighteen states have AHCMs
below our measure of 0. Note that Virginia and Washington, D. States went about reducing UI taxes in the s in
two ways. By contrast, when the economy is below full employment, the unemployment rate is greater than
the natural unemployment rate and real GDP is less than potential. Working Paper. Rather than rely on the
more restrictive measure of unemployment that most states fail to reach even during recessions, states may
adopt a less restrictive trigger formula. Department of Labor. Although many of these workers may have
found new employment since exhausting their benefits, a significant portion are no doubt still seeking work
and thus would be eligible for additional weeks of benefits if Congress would provide them. McHugh, R. In an
era of fiscal responsibility the mere specter of inadequate funding is enough to eliminate the possibility of
expanding UI benefits. All state UI programs impose payroll taxes on employers to finance their UI benefits. It
is not a physical and unchanging law of nature. Some people worry that technology causes structural
unemployment. Star of Honolulu is also advertising for kitchen staff, boat maintenance workers, bus drivers
and supervisors. We evaluate the percentage of the total tax burden, that is, the tax rate as a percentage of total
wages. With more low-wage workers unable to rely on other forms of cash assistance, the poverty-fighting
effects of unemployment insurance will become increasingly important. There is, however, one key provision
of the EB law that allows states to adopt an optional trigger that would make the program more available in
high unemployment states. Exhaustion of benefits About 1. Economic forecasts indicate that the national
unemployment rate will peak at 6. With more welfare recipients and low-income workers filing for benefits, a
minimum benefit that replaces two-thirds of their lost wages makes more sense. However, a small number of
states seven have adopted permanent features of their UI programs that provide additional unemployment
benefits in certain circumstances. Volume II.


