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ALLOWING FEDERALLY SUPPORTED UNEMPLOYMENT INSURANCE BENEFITS TO
EXPIREWOULD COST JOBS AND COULD ENDANGER THE FRAGILE RECOVERY

H undreds of thousands of jobless Californians who are struggling to find work in the weakest job market in decades face

the prospect of struggling to make ends meet without Unemployment Insurance (Ul) benefits just before the holidays.
Unless Congress acts, emergency measures currently in place that provide additional weeks of federally supported Ul benefits
to unemployed workers who exhaust their regular state benefits are set to expire on November 30.! Allowing these benefits to
expire at a time when GCalifornia’s unemployment rate remains close to the record-high rate reached only months ago would
deliver a sharp blow to the economy and could endanger the fragile recovery. Absent Congressional action, more than 400,000
unemployed Californians will lose access to federally supported Ul benefits next month alone.2 Without U, these jobless workers
would be forced to scale back their spending, which means businesses would have fewer customers and weaker sales — and
that could ultimately cost jobs. For this reason, Congress should do what it has traditionally done during significant downturns

in the economy: Continue federally supported Ul benefits until the job market shows strong signs of recovery.

K E Y F A C T S

® Allowing federally supported Ul Ul benefits provide a substantial boost to the economy because jobless workers spend
benefits to expire would deliver their benefits quickly and locally: They pay the mortgage or the rent, buy groceries, pay
a sharp blow to the economy and the heating bill, and put gas in their car.3 These purchases inject much-needed dollars into
could endanger the fragile recovery. local businesses, which helps promote job retention and creation. In fact, a recent study

commissioned by the US Department of Labor found that Ul benefits kept an average of 1.6
million US workers on the job in each quarter of the Great Recession.* Discontinuing federally
supported Ul benefits — before the job market shows strong signs of recovery — would force
unemployed workers and their families to significantly cut back on their spending. As a
result, businesses would have fewer customers and weaker sales — and that could ultimately
cost jobs. Failing to provide federally supported Ul benefits for another year could drain as
much as $80 billion of purchasing power from the US economy and cost 1 million or more
jobs.5 Additional job losses could further weaken the struggling economy. In the words of Ben
Bernanke, chairman of the Board of Governors of the Federal Reserve System, “prolonged
high unemployment would pose a risk to consumer spending and hence to the sustainability
of the recovery.”®

] 1107 9th Street, Suite 310 = Sacramento, CA 95814 m P: (916) 444-0500 www.cbp.org



= Allowing federally supported Ul
benefits to expire just before the
holiday shopping season could
diminish retail sales and hiring
at a critical time by reducing
consumers’ purchasing power.

® Providing Ul benefits to
unemployed workers is one of
the most effective ways to boost
the economy, and the slowing
recovery clearly indicates that it
is too early to end this significant
source of economic activity.

® |t would be unprecedented
for Congress to discontinue
emergency Ul benefits before the
economy is on a clear path to
recovery.

If federally supported Ul benefits are allowed to expire at the end of November, the retail
sector — which provides jobs to one out of nine California workers — could take a major
blow.” Retailers, including department stores and electronics chains, count on holiday
sales for more than 20 percent of their total annual revenues.® In anticipation of significant
sales during the holiday season, retailers hire hundreds of thousands of additional
workers.9 Weaker sales due to the expiration of federally supported Ul benefits could
prompt retailers to scale back on holiday hiring.

Economic modeling consistently finds that federal spending on Ul is one of the most
efficient and effective ways to boost the economy. Moody’s Analytics estimates that every
federal dollar used to provide Ul benefits boosts economic activity in California by $1.56,
providing one of the biggest “bangs for the buck” of eight measures analyzed.'® According
to Mark Zandi, Moody’s chief economist, “No form of the fiscal stimulus has proved more
effective during the past two years than emergency Ul benefits.”" In fact, during the first
10 months of 2010 alone, federally supported Ul benefits pumped an estimated $225
million each day into the nation’s economy.!2

Now is not the time to allow this significant source of economic activity to end. Recovery
in California’s job market has slowed in recent months, which has prompted economic
forecasters to revise their job growth projections downward.'3 The Legislative Analyst’s
Office (LAQ), for example, now projects that California will add just 100,000 jobs in

2011 — “a slower level of job growth for the year than any of our recent forecasts.”'4

That projected level of job growth means that next year California would gain back just 7
percent of the 1.4 million jobs the state lost during the recession.' National forecasters
have also become increasingly pessimistic, and their projections suggest that the US job
market will still only be in the early stages of recovery from the Great Recession next year.

For more than half a century, Congress has temporarily provided federally supported Ul
benefits during significant downturns and has always continued providing those benefits
until the economy showed strong signs of recovery.' Allowing these benefits to expire
now, when the job market has barely begun to rebound from the longest and most severe
recession in recent history, would be unprecedented. The US unemployment rate stands at
9.6 percent and is projected to remain above 9.0 percent next year.” California’s jobless
rate of 12.4 percent is one of the highest in the nation and is just 0.2 of a percentage point
below the record-high peak recorded in the spring.'® Moreover, California’s unemployment
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rate is projected to fall only slightly, to 11.9 percent, in 2011.1° Congress has never before
cut off emergency Ul benefits at a time when the unemployment rate was this high.20

® Cutting off federally supported Ul In September 2010, the most recent month for which data are available, there were
benefits would make unemployed nearly 15 million unemployed workers nationwide, but fewer than 3 million job openings
workers more desperate to find — five unemployed workers for every job available.2" In other words, for four out of five
work, but it would not make them of the unemployed, there were literally no jobs to be found. Cutting off federally funded
more likely to find work, because emergency Ul benefits would clearly be counterproductive when unemployed workers
jobs are scarce. face such grim prospects of finding work.

Fewer Than 3 Million Jobs Are Currently Available for Nearly 15 Million Unemployed Workers
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