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CARES Act Measures Strengthening Unemployment
Insurance Should Continue While Need Remains
By Chad Stone

Thanks to the CARES Act enacted in March, 30 million unemployed workers claimed
unemployment benefits in the week ending May 16 that were more generous than they normally
would have received, including neatly 11 million who would have received no benefits at all." If
policymakers don’t act to extend them, however, the CARES Act’s boost in benefit levels will expire
on July 31 and its eligibility expansions and additional weeks of benefits will expire on December 31,
while the support unemployed workers and the economy need will remain substantial.

While millions of unemployed workers have been helped by the CARES Act unemployment
benefit measures, many eligible claimants have experienced difficulties in filing and delays in
receiving their benefits due to the massive increase in claims since mid-March.” People already facing
barriers to opportunity, including Black and Latino workers and those without a bachelor’s degree,
were hit hardest by the massive April job losses.” Unemployment insurance (UI) processing delays
only compound that impact.

In brief:

I A person who has already filed an initial claim and who has experienced a week of unemployment then files a
continued claim to determine eligibility to receive benefits for that week of unemployment. Continued claims, which are
also referred to as insured unemployment, are not the same as weeks actually compensated since not all continued claims
result in payments, and payments can sometimes lag behind claims.

2 See Ben Zipperer and Elise Gould, “Unemployment Filing Failures,” Economic Policy Institute, April 28, 2020,

https:/ /www.epi.ore/blog/unemplovment-filine-failures-new-survev-confirms-that-millions-of-jobless-were-unable-to-

file-an-unemplovment-insurance-claim/ and Ella Nilsen, “Getting unemployment has been a nightmare for millions of
people across the country,” Vox, April 20, 2020,

https://www.vox.com/2020/4/20/21220931 /unemployment-insurance-coronavirus-websites-crashing.

3 Chad Stone, “People Already Facing Opportunity Barriers Hit Hardest by Massive April Job Losses,” Center on
Budget and Policy Priorities, May 12, 2020, https://www.cbpp.org/blog/people-already-facing-opportunity-barriers-hit-
hardest-by-massive-april-job-losses.
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e The number of unemployed persons rose from an average of under 6.4 million in January and
February to 21.0 million in May. The Bureau of Labor Statistics (BLS) notes, however, that as
many as 4.9 million workers who were absent from work may have been misclassified as
employed rather than unemployed.*

e The unemployment rate in May (not accounting for misclassification) was 13.3 percent. The
white rate was 12.4 percent, the Black rate was 16.8 percent, and the Hispanic rate was 17.6
percent.

¢ The number of people claiming regular state unemployment insurance or other
unemployment benefits rose to 30 million in the week ending May 16, from an average of 2
million in a typical week between the beginning of the year and mid-March. (See Figure 1.)

e Some 10.7 million of these workers claimed benefits through the Pandemic Unemployment
Assistance (PUA) program, which provides jobless benefits to people who would not have
qualified for unemployment benefits under states’ regular programs. While many states were
initially slow to implement PUA, that program is now operating in all states, and in the week
ending May 16, 34 states and Puerto Rico reported claimants.

e The Treasury Department reports that $48 billion of UI benefits were paid in April and $94
billion through the end of May. The majority of these payments were for the CARES Act
provision that provides a $600 boost to an unemployed worker’s regular weekly benefit,
whether received through the regular state UI program, PUA, ot other CARES Act measures’
— a provision that is scheduled to expire July 31.

e That expansion of eligibility and a measure providing additional weeks of federal emergency
unemployment compensation to people exhausting regular state benefits are scheduled to
expire on December 31. The economy is projected, however, to continue to experience very
high unemployment in 2021. The Congtressional Budget Office (CBO) projects that the
unemployment rate will average 10.2 percent in the first quarter of 2021.

# Since March, BLS has included a discussion of the COVID-19 impact on the survey data from which the employment
statistics are calculated. For May, BLS reports: “As was the case in March and April, household survey interviewers were
instructed to classify employed persons absent from work due to coronavirus-related business closures as unemployed
on temporary layoff. However, it is apparent that not all such workers were so classified. . . . However, according to
usual practice, the data from the household survey are accepted as recorded. To maintain data integrity, no ad hoc
actions are taken to reclassify survey responses.”

5 See Bureau of the Fiscal Service, “Monthly Treasury Statement,” April 2020, https://www.fiscal.treasury.gov/reports-
statements/mts/current.html and Bureau of the Fiscal Service, “Daily Treasury Statement,” May 29, 2020,
https://fsapps.fiscal.treasury.gov/dts/issues. The Daily Treasury Statement provides up-to-date data on the total
amount spent but does not have a breakdown by program. The latest Monthly Treasury Statement, for April, reports
payments of $48 billion, comprising $21 billion of regulat state benefit payments and $27 billion of “federal additional
unemployment compensation.” Separately, Labor Department data based on required state reporting for April show $17
billion of regular state compensation that does not include the $600-a-week federal payments or weeks of unemployment
funded by other CARES Act provisions (CBPP analysis of Employment and Training Administration data). Both we
and Goldman Sachs estimate that CARES Act measures bring the total to $48 billion.
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FIGURE 1

Unemployment Insurance Claims Skyrocketed
Due to COVID-19

Initial claims spiked in March
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Note: Numbers are not seasonally adjusted. Data are from the June 4 claims report and are
for the week ending on the labeled date. An initial claim is a request to determine eligibility
and a continued claim is a request to determine continued eligibility to receive benefits.
Pandemic Unemployment Assistance provides unemployment benefits for unemployed
workers who are not normally eligible for state Ul, as well as some of those who exhaust their
regular and extended benefits. “All programs” includes the following types of Ul: Regular
State, Federal Employees, Newly Discharged Veterans, Pandemic Unemployment Assistance,
Pandemic Emergency Unemployment Compensation, Extended Benefits, State Additional
Benefits, and STC/Workshare.

Source: Department of Labor, Employment and Training Administration
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CARES Act Measures Addressed Ul Benefit Levels, Duration, and
Eligibility Rules

The CARES Act addressed well recognized problems with the antiquated federal-state
unemployment insurance system, which is meant to help people who have lost their job through no
fault of their own by temporarily replacing part of their wages. While the federal government
imposes certain minimum requirements on state Ul systems, states have considerable discretion over
benefit levels, the number of weeks unemployed workers can get benefits, and eligibility rules,
including how much prior work history workers need to qualify, whether part-time workers qualify
for benefits, and whether workers who must leave their jobs for health or family reasons can get
unemployment benefits.

In the low-unemployment labor market prior to the pandemic, unemployed workers ran the
gamut from many who were not eligible for Ul in the first place, because they did not have a long
enough work history, had just entered the job market, were part-time workers and wanted to
continue working part-time, had voluntarily quit their jobs to look for a better one, or had been fired
to workers who were unemployed, met the Ul eligibility criteria, and were either receiving
unemployment benefits or had exhausted their benefits before finding a job.

State Ul systems also ran the gamut from those that provided the longstanding norm of 26 weeks
of benefits and had adapted their eligibility standards to 21%-century labor market conditions —
which are characterized by more frequent job changes, more female workers, and more part-time
work — to those that had cut the number of weeks of benefits and benefit levels after the Great
Recession and had not modernized their eligibility criteria. As a result, the share of unemployed
workers receiving Ul prior to the pandemic ranged from a high of 57 percent in Massachusetts to
lows of 11 percent in Arizona, Florida, and Louisiana; 10 percent in Nebraska, North Carolina, and
South Dakota; and 9 percent in Mississippi.’

The CARES Act addressed the three issues of benefit levels, duration, and eligibility through the
following measures:

Federal Pandemic Unemployment Compensation (FPUC) provides an additional $600 a
week on top of any other unemployment compensation for which a worker is eligible, including the
other CARES Act measures, through July 31. For comparison, the American Recovery and
Reinvestment Act of 2009 provided a $25 boost in weekly benefits in the Great Recession from
February 2009 through December 2010.

Regular state benefits generally replace less than half of the average unemployed worker’s
earnings.” Average weekly benefit amounts nationwide were $378 in March (and likely will be lower

¢ Michael Leachman and Jennifer Sullivan, “Some States Much Better Prepared Than Others for Recession,” Center on
Budget and Policy Priorities, March 20, 2020, https://www.cbpp.org/research/state-budget-and-tax/some-states-much-
better-prepared-than-others-for-recession, Appendix Table 2.

7 State Ul systems have a maximum benefit level, hence replacement rates are lower for workers who lose high-paying
jobs than for workers with lower earnings, but regressive UI policy changes, including lowering maximum benefits after
the Great Recession, have pushed down replacement rates in several states. See National Employment Law Project, “Are
State Unemployment Systems Still Able to Counter Recessions?” June 19, 2019, https://s27147.pcdn.co/wp-
content/uploads/Data-Brief-State-Unemployment-Systems-Counter-Recession. pdf.
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when the April data are reported, as job losers have been disproportionately people working in low-
wage industries) and ranged from a high of $557 in Massachusetts to a low of $211 in Louisiana and
an even lower $162 in Puerto Rico. Research suggests that a 50 percent replacement rate for 26
weeks in non-recessionary times is #he lower bound for well-designed UT generosity,® and more is
appropriate in a recession when job opportunities are scarce and lengths of joblessness — and, thus,
the length of time households will have to rely on jobless benefits to pay the bills — are substantially
longer. While the $600 is generous, normal levels of benefits are penurious for many workers.”’

Pandemic Emergency Unemployment Compensation (PEUC) provides 13 weeks of
federally funded benefits to people who exhaust their regular UI benefits. PEUC is the COVID
version of the additional weeks of emergency unemployment compensation that the federal
government has routinely provided in past recessions, although not always as quickly as PEUC was
enacted.

Unemployed workers who exhaust their PEUC benefits are then eligible for state Extended
Benefits (EB) if unemployment is severe enough in their state to have triggered on EB. Up to 13 or
20 weeks of EB can be available in a state, depending on its unemployment rate and Ul laws.
Normally, states are responsible for half the costs of EB, but the Families First Act enacted just
before the CARES Act increased the federal share from 50 percent to 100 percent through the end
of the year."

Emergency Unemployment Compensation (EUCO08) in the Great Recession and its aftermath
provided a tier of additional weeks to all states regardless of their unemployment rate, as PEUC
does, plus additional tiers for states with higher unemployment rates. At one point, EUC08 provided
four tiers of benefits providing a maximum of 53 weeks of additional benefits for states with
unemployment rates exceeding 8.5 percent.'' That program expired at the end of 2013, when the
national unemployment rate was still 6.7 percent, unemployment among Black workers was 11.9
percent, and long-term unemployment (a spell of unemployment lasting 27 weeks or longer) was still
very high. PEUC is scheduled to expire at the end of this year, even though CBO projects that the
unemployment rate will be 10.1 percent in the first quarter of 2021 and will still be 8.6 percent in the
fourth quarter.

Pandemic Unemployment Assistance (PUA) is a new program that provides unemployment
benefits to people who do not normally qualify for UL PUA provides up to 39 weeks of benefits to:

8 Rachel West ¢z al., “Strengthening Unemployment Protections in America,” Center for American Progress, June 2016,
p. 55, https://cdn.americanprogress.org/wp-content/uploads /2016/05/31134245 /U1 JSAreport.pdf.

9 Policymakers settled on a fixed amount for FPUC because antiquated state Ul data processing capabilities precluded
tailoring the increase to individual workers’ earnings. Average weekly earnings of employees on private payrolls in March
were $981 and average weekly UI benefits were about $380; the $600 is also equivalent to $15 an hour for a 40-hour
week. See Rebecca Rainey, “Lower income workers get wage boost from coronavirus stimulus,” Po/itico, April 3, 2020,
https://www.politico.com/news/2020/04/03 /lower-income-wotkers-coronavirus-stimulus-163949.

10 States are required to provide EB under certain conditions and can optionally adopt a trigger that provides more
weeks if the state’s unemployment rate is high enough to put it in a “High Unemployment Period.” Full federal funding
of EB in the Great Recession prompted many states to adopt the optional alternative trigger temporarily, but for only as
long as full federal funding lasted.

1 The maximum number of weeks available at any point in the Great Recession era was 99: 26 weeks of regular, 20
weeks of EB, and 53 weeks of EUCO08.
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people who are not eligible for regular UI or PEUC and, in some cases, to those who have
exhausted their regular state benefits and EB; people who are unemployed for a variety of COVID-
related health or family reasons, like taking care of a child whose school is closed or a family
member with the virus; self-employed workers and those seeking part-time work; and workers who
do not have a long-enough work history to qualify for state UI benefits.

Some 10.7 million workers claimed PUA benefits in the week ending May 16. Noze of these
workers would have qualified for any unemployment benefits in the absence of this program,
making it a lifeline to millions of households. That number is likely to grow. Outdated state
unemployment systems and a very large volume of applications have slowed delivery of PUA, but all
states have now implemented it. As of the week ending May 16, 34 states and Puerto Rico are paying
PUA claims, while the remaining states have not reported any payments yet.

Unemployment policy analysts and advocates have long sought permanent measures that would
modernize the unemployment insurance system to match today’s workforce. The 2009 Recovery Act
gave states incentives to expand eligibility for unemployment insurance by including more “good
cause” reasons for leaving a job, allowing workers who lose a part-time job to look for another part-
time job rather than requiring them to seek full-time work, and allowing a person’s most recent work
history to count in the determination of eligibility and benefits rather than relying on older data that
may not show adequate work history to qualify them for benefits. Some states, but not all, have
adopted some or all of these measures. Restrictive eligibility criteria are one of the main reasons for
the wide disparity across states in the share of unemployed workers who received unemployment
insurance after the Great Recession, as described above.

Moreover, the rise in contract employment rather than traditional employer-employee
relationships has sparked interest in how to protect such workers when they are out of work. PUA
provides a stopgap measure during this unprecedented crisis to provide jobless benefits to
unemployed independent contractors and the self-employed.

When UI was designed, the typical job loser was a married male breadwinner laid off from a full-
time job to which he could expect to return when business picked up. In the 21*-century labor
market, the program’s outdated eligibility requirements particularly harm women and people of
color, who are more likely to fall through the cracks in Ul eligibility rules. For instance, women are
much likelier than men to work in part-time jobs and to leave work to care for a family member.
And African American workers are much likelier than white workers to experience discrimination in
job hiring and treatment on the job, leaving them more often with spotty work histories and
therefore less likely to qualify for UL (African Americans are also particularly likely to live in the
South, where U eligibility rules are generally more restrictive.)'

The bulk of the job losses since February were in April, and a majority of those April losses
occurred in industries that pay low average wages. As a result, the deep downturn has hit hardest at
workers who already faced barriers to economic opportunity, including Latino and Black workers,

12 See the section on unemployment insurance in Leachman and Sullivan, gp. ¢it.



workers without a bachelot’s degree, and immigrants, our analysis shows."” Urban Institute analysis
of racial disparities in receipt of Ul benefits in 2010 in the depths of the Great Recession found:

...[E]ven after taking differences in education, past employment, and reasons for
unemployment into account, non-Hispanic black and Hispanic workers are significantly less
likely to receive Ul benefits when unemployed than are their non-Hispanic white counterparts.
Some of the difference may be due to workers’ choices or preferences, but some may reflect
discrimination in hiring and the reported reasons for separation from those jobs, both of which
can affect eligibility."*

The $600-per-week benefit increase and the expanded eligibility provided by PUA help reduce the
disparities across state Ul programs, including those arising from weak UI systems in many southern
states with large Black populations. At the same time, disparities may still exist in the difficulties that
different workers face in applying for Ul online or by telephone and in the processing of claims.

PUA is scheduled to expire at the end of the year, yet job losses arising from the virus itself and
the measures taken to control it will persist. When it is safe for workers to return to work, their
former employers may have gone out of business or need fewer workers due to limited demand and
social distancing requirements. Employees of businesses that are still paying them and trying to stay
viable may become unemployed in coming months if those businesses ultimately are forced to close.

CBO projects that job gains will lag behind increases in economic activity, and at the end of 2021

both the demand for goods and services and employment still will be below their levels at the end of
2019.

Unless Congress Acts, Unemployed Workers Will Lose Assistance While High
Unemployment Persists

The CARES Act provisions have helped and will continue to help many unemployed workers
weather their bout of unemployment before returning to work or finding a new job. Millions of
workers, however, will be in a far more precarious financial position if they lose the weekly
pandemic benefit supplement and revert to what for many is a paltry regular state benefit, if they
lose eligibility altogether because the PUA program expires, or if they are still unemployed and
facing a tough job market going into 2021 and the extra weeks provided through the CARES Act
measures are no longer available. Some workers may exhaust all currently available unemployment
assistance before the end of the year or early next year. Thus, policymakers must ensure that
unemployed workers are not left with little or no assistance while unemployment remains high, job
prospects remain limited, and unemployment spells drag out longer than when the economy is
stronger and unemployment is lower.

13 Stone, op. cit.

14 Austin Nichols and Margaret Simms, “Racial and Ethnic Differences in Receipt of Unemployment Insurance Benefits
During the Great Recession,” Urban Institute, June 2012,
https://www.urban.org/sites/default/files /publication /25541 /412596-Racial-and-Ethnic-Differences-in-Receipt-of-

Unemployment-Insurance-Benefits-During-the-Great-Recession. PDF.
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The table illustrates the maximum number of weeks of unemployment assistance that a worker in
a state with 26 weeks of regular Ul, a worker in a state that provides fewer than 26 weeks of regular
UI (using the 12 weeks provided by Florida and North Carolina as the example™), and a person who
is not eligible for regular state Ul but is eligible for PUA, respectively, can receive as long as enough
weeks are left in the year to receive the full number of CARES Act weeks.

CARES Act Provides Additional Weeks of Unemployment Benefits Based on State
Ul Maximum Weeks and Eligibility Requirements

Maximum Number of Weeks of Regular Ul Available

Program 26 weeks 12 weeks Ineligible for Regular Ul
Regular Ul 26 12 0
PEUC 13 13 0
EB 13 6 0
PUA 0 21 39
Total 52 52 39

Note: calculations assume all weeks occur before 12/31/2020.

A worker who exhausts regular state benefits first becomes eligible for PEUC, then EB (if
available). Weeks of regular UI and EB count against the 39 weeks of PUA. Hence, a person who
has received 26 weeks of regular UI and 13 weeks of EB is not eligible for PUA. A person in a state
with a maximum of 12 weeks of regular UI who has exhausted them and 6 weeks of EB is eligible
for up to 21 weeks of PUA before it expires at the end of the year; a person eligible only for PUA
can receive up to 39 weeks before it expires at the end of the year.

Without new legislation, unemployed workers no longer will be able to claim PEUC or PUA after
December 31, even if they have weeks still available, but they can continue to claim any regular state
UI or EB to which they are entitled. States began triggering on to EB in April and benefits first
became payable the week beginning April 26. By the week beginning May 31, EB was payable in 44
states.

In the week ending May 23, 16.7 million (86 percent) of the
19.3 million people receiving regular state UI were in the 39 states that provided 26 weeks of regular
benefits and 13 (or 20'") weeks of EB. Of these, workers who received their first Ul payment
between the week ending January 4 and the week ending April 4 can receive up to 52 weeks of
coverage, since they already will have moved through PEUC and into EB by year-end. Those who

15 States that provide fewer than 26 weeks are Arkansas, South Carolina, and Missouri (20); Alabama (14); and Florida
and North Carolina (12). See Center on Budget and Policy Priorities, “Policy Basics: How Many Weeks of
Unemployment Compensation Are Available?” updated June 8, 2020,
https://www.cbpp.org/research/economy/policy-basics-how-many-weeks-of-unemployment-compensation-ate-
available.

16 In the week of June 7, Rhode Island and Washington were in a High Unemployment Period with 20 weeks of EB. See
footnote 10.
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started regular Ul in the first week of 2020 will exhaust their 13" week of EB in the last week, and
many of the rest may have only a few weeks of EB left in 2021.

PUA is available for weeks of unemployment beginning on or after January 27 through weeks
ending on or before December 31 and people whose first PUA payment was before the week
ending April 4 will exhaust their 39 weeks of PUA before the end of the year. Similarly, people
eligible for regular UI whose unemployment spells began in the second half of 2019, when
unemployment was low and job opportunities were generally plentiful, but now remain unemployed
in the wake of the pandemic will exhaust all available unemployment assistance before the end of
the year. Many unemployed workers in states offering fewer than 26 weeks of regular UI, and hence
also fewer weeks of EB, will lose any remaining PUA benefits if PUA expires at the end of the year.

The House Heroes Act would extend the CARES Act Ul measures to January 31, 2021 and
would allow people in the midst of a PEUC or PUA spell on that date to continue any remaining
weeks up to March 31, 2021. That proposal would extend availability of assistance to some but not
all of the people who would otherwise be cut off from these programs at the end of 2020. But
unemployment will still be very high and jobs scarce in April 2021.

Economic Outlook Warrants Continuing Enhanced Unemployment Assistance
Well Past CARES Act Expiration Dates

The unemployment rate in May was 13.3 percent and 20.1 million fewer people had jobs than in
February. The white rate was 12.4 percent, the Black rate was 16.8 percent, and the Hispanic rate
was 17.6 percent. White employment was down 12.7 percent from February, while Black
employment was down 16.3 percent and Hispanic employment was down 19.5 percent.

A broad consensus among economic forecasters sees the economy operating with high
unemployment through 2021. CBO describes its latest economic projections, which assume that
current laws generally remain unchanged, i.e., that policymakers do not enact any further stimulus or
assistance, as producing a “gradual and incomplete recovery” thorough 2021 and beyond. In
particular, CBO projects that in 2020-2021, real GDP (economic output measured in constant 2019
dollars) will be $3.1 trillion less than it projected in its January Budget and Economic Outlook."” (See
Figure 2.)

Forecasters, including CBO, expect the depth of the economic contraction and height of
unemployment to occur in the current April-May-June quarter by amounts unprecedented since the
1930s. They then see the economy turning around in the second half of the year, in part due to the
assistance and stimulus that already has been provided. In fact, the grow#h in GDP and employment
is projected to be stunningly large in the second half of the year. But that’s because of how deep a
hole the economy will be starting from.

17 See Congressional Budget Office, “Comparison of CBO’s May 2020 Interim Projections of Gross Domestic Product
and Its January 2020 Baseline Projections,” June 1, 2020, https://www.cbo.gov/publication/56376.



https://www.cbo.gov/publication/56376

CBO Sees $341 Trillion Output Loss in 2020-21

Quarterly difference between CBO’s May and January real GDP
projections, in billions of 2019 dollars.
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Source: CBPP calculations from Congressional Budget Office data.

While growth may be rapid, millions of people will remain out of work and GDP will remain well
below pre-crisis levels. In CBO’s projections of the fourth quarter of 2021, the /fevels of GDP and
employment will still be far below where they were in the fourth quarter of 2019 and at levels that
would be considered recessionary in normal times. GDP will still be 1.6 percent below its level in the
fourth quarter of 2019. The unemployment rate, at 8.6 percent, will be closer to its 10 percent
Great-Recession-era high of a decade ago than to what it would be in a healthy economy, and 8.1
million fewer people will have jobs and the labor force will still be 2.5 million people smaller than at
the end of 2019, due to people dropping out and no longer actively looking for work. (See Figure 3.)

While the economy may be starting to recover from the depths of the recession in the second half
of this year, jobs and employers that existed when the layoffs began may no longer exist. Employers
that have tried to hang on may go out of business even though the economy is recovering, leaving
their employees without a job. Or it may not be safe to go back to work even as social distancing
restraints are being relaxed. And without additional federal fiscal relief, massive state and local
government job losses (1.6 million since February) will worsen as balanced budget requirements
force state governments to slash their budgets."

18 Michael Leachman, “Projected State Shortfalls Grow as Economic Forecasts Worsen,” Center on Budget and Policy
Priorities, May 20, 2020, https://www.cbpp.org/blog/projected-state-shortfalls-grow-as-economic-forecasts-worsen.
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CBO Projects Employment Remains Below
Pre-Pandemic Level Through 2021

Difference from the fourth quarter of 2019, in millions
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Note: Data after the first quarter of 2020 are a projection.

Source: Congressional Budget Office (CBO).

As explained above, millions of workers who are still unemployed and receiving unemployment
insurance will see a sharp drop in their weekly income if the $600 emergency pandemic
compensation ends on July 31. Even before the end of the year, some people will run through all
available unemployment assistance while the unemployment rate still is very high. Finally, expiration
of the PUA program, which enacts on a temporary basis measures to expand eligibility like those
that have been integral to Ul reform efforts over the years, will leave millions of unemployed
workers with nothing.

Notwithstanding the preciseness of its projections, CBO, like all responsible forecasters,
acknowledges the inherent uncertainty. In the current situation, CBO acknowledges that its interim
forecast depends heavily on social distancing assumptions, saying, “The range of uncertainty about
social distancing, as well as its effects on economic activity and implications for the economic
recovery over the next two years, is especially large.”

The economic stimulus policymakers provided in the Great Recession was substantial and
effective at keeping the Great Recession from being even worse, but an even bigger package was
needed at the outset, given the depth of the hole the economy had fallen into. Moreover,
policymakers turned away from stimulus prematurely, leading to a more protracted recovery."’

In the current crisis, policymakers have taken bold action and enacted substantial stimulus, but
they should beware repeating the experience during the recovery from the Great Recession. The

19 Chad Stone, “Fiscal Stimulus Needed to Fight Recessions: Lessons from the Great Recession,” Center on Budget and
Policy Priorities, April 16, 2020, https://www.cbpp.org/research/economy/fiscal-stimulus-needed-to-fight-recessions.
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best way to do that is to have measures whose duration is tied to the state of the labor market rather
than to arbitrary calendar dates.” That way, measures stay in place as long as they are needed, but no
longer.

Policymakers missed a chance when the economy got on solid footing in the later stages of the
long expansion from the Great Recession to make Ul reforms that would modernize benefit levels
and eligibility standards and strengthen the program’s “automatic stabilizer” properties so that when
a recession hit, a larger share of unemployed workers would receive benefits quickly, the benefits
would replace a larger share of workers’ lost earnings, and the duration of benefits would depend on
the duration of the recession, without requiring new legislation.

Policymakers, of course, would always retain the option of turning measures on or off sooner, but
the default would be that they would be tied to conditions in the national or individual state
economy. Ideally extensions of or replacements for CARES Act unemployment insurance measures
would provide a model for permanent UI reform to help both unemployed workers and the
economy in future recessions as well.

20 Chad Stone and Sharon Parrott, “Labor Market Conditions Should Determine Duration, Size of COVID-19 Relief
Measures,” Center on Budget and Policy Priorities, April 13, 2020, https://www.cbpp.org/research/economy/labor-
market-conditions-should-determine-dutration-size-of-covid-19-relief-measures.
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