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Congress Must Act to Continue Federal
Unemployment Benefits
Over Two Million Americans At Risk of Losing Benefits After Christmas

Federally-funded unemployment
benefits will immediately and
completely stop on December 29,
2012, unless Congress acts.
Maintaining these benefits for
workers who have lost their jobs
through no fault of their own is
critically important to the economic
security of millions of Americans, and
more broadly, to the continued
recovery of the U.S. economy.
Over Two Million Workers Will
Immediately Lose Benefits
The Emergency Unemployment
Compensation (EUC) program is
scheduled to expire at the end of
2012, with the last payable week
ending on December 29th. After
changes made earlier this year, there
is no longer any phase-out for the
EUC program, so that every
individual now receiving these
benefits will lose them during the
same week. The Department of Labor
estimates that over two million

Americans will have their EUC
benefits cut off during the last week of
December unless Congress acts to
continue the program. [See Table 1 for
a state-by-state impact.]
Hurting Families and the Economy
The Census Bureau reported that
unemployment benefits (both state and
federal) reduced the number of
Americans living in poverty last year
by 2.3 million, including over 600,000
children. A recent analysis from the
Congressional Research Service found
that in 2011 unemployment insurance
reduced the poverty rate for families
receiving it by 40 percent. This data
makes it painfully clear that cutting off
unemployment benefits for two million
Americans will substantially increase
hardship and poverty.
It is equally certain that immediately
terminating federal UI benefits in
December will have a chilling effect
on the nation’s economic recovery.

Mark Zandi from Moody’s
Economy.com projects that allowing
EUC benefits to end this year will
reduce economic growth next year by
$58 billion. Zandi testified earlier this
year that “Emergency UI provides an
especially large economic boost, as
financially stressed unemployed
workers spend any benefits they
receive quickly.” The Congressional
Budget Office (CBO) similarly
concluded in a report this year that
assistance for the unemployed has one
of the “largest effects on employment
per dollar of budgetary cost.”
Long-Term Unemployment Still a
Huge Problem
The percentage of jobless Americans
who have been unemployed for longer
than 6 months remains near historic
levels. 40 percent of the unemployed,
or 5 million Americans, are now
long-term unemployed. By
comparison, before the “Great
Recession,” the highest long-term
unemployment rate ever recorded
since 1948 was 26 percent. [See Table
2 for the historic rate of long-term
unemployment.]
The CBO reported earlier this year
that “slack demand for goods and
services...is the primary reason for
the persistently high levels of
unemployment and long-term
unemployment.” Recovering all of the
jobs lost because of this drop in
demand is a steep climb. Even with
the 5.4 million new private-sector
jobs created over the last 32 months,
there are still nearly 4 million total

fewer jobs in the economy now than
compared to the beginning of the
recession. This jobs deficit leaps to 9
million when accounting for growth in
the potential labor force, according to
an analysis from the Economic Policy
Institute. [See Table 3 on the jobs
shortfall.]
The improvement in the economy over
the last few years has improved the
ratio of unemployed workers to job
openings. However, with 3.4
unemployed workers for each
available job, this job-seekers ratio
remains worse than during any part of
the 2001 recession.
Federal Unemployment Benefits
Already Significantly Reduced
In February, the Middle Class Tax
Relief and Job Creation Act of 2012
(P.L. 112-96) extended but also phased
down federally-funded unemployment
benefits. In a three-step process, the
law reduced the availability and
number of weeks provided by the four
tiers of the Emergency Unemployment
Compensation program.
Under the current EUC program, all
states are eligible to provide 14 weeks
of benefits under tier 1 (compared to
20 weeks under prior law), only states
with unemployment rates at or above 6
percent are eligible for 14 weeks of
benefits under tier 2, only states with
unemployment rates at or above 7
percent are eligible for 9 weeks under
tier 3, and only states with
unemployment rates at or above 9
percent are eligible for 10 weeks under

tier 4.
Additionally, a second program
known as Extended Benefits (EB) has
shut down in every state except one
because the last UI extension failed to
expand the program’s 3-year look
back requirement. Under the EB look
back, states must meet not only a test
of high unemployment, but also must
have increasing unemployment
compared to at least one of the most
recent three years. This requirement
effectively ends EB benefits in states
with consistent rates of high
unemployment.
The combination of these legislative
reductions in benefits and the recent
improvement in the unemployment
rate (upon which certain benefits are
based) significantly reduced the
number of weeks of unemployment
compensation now available to
dislocated workers. The
Congressional Research Service
(CRS) finds the total number of
weeks of unemployment benefits
available to jobless Americans has
been reduced by an average of 31%
across the States over the last year.
While many states were once eligible
to provide up to 99 weeks of total
unemployment benefits (federal and
state), no state provides such a level
now, and states currently provide an
average of 58 weeks of total benefits.
[See Table 4 on the maximum
benefits available in each state now
compared to last year.]
Additionally, the share of the jobless
receiving unemployment benefits has

dropped – from 64% two years ago to
only 43% this September.
If the unemployment rate continues to
drop, the duration of EUC eligibility
will fall even further because States
will increasingly fail to meet
unemployment thresholds required to
provide a certain level of benefits. For
example, under an extension of the
current EUC program, average
benefits across the states would drop
by nearly five weeks if every State’s 3month average unemployment rate fell
by only one percentage point next year
according to CRS.
Conclusion
While federally-funded extended
unemployment benefits have been
significantly reduced over the last
year, these benefits remain a critical
support for Americans struggling to
find work in a difficult economy. If
Congress fails to act quickly, over two
million workers will immediately lose
this vital assistance a few days after
Christmas. This would deal a
devastating blow to already hard-hit
families still looking for work as well
as undercut the nation’s economic
recovery. Congress must act promptly
to continue this economic lifeline.
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