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The Great Recession has exposed numerous flaws in our social contract – weaknesses that existed prior to
the economic downturn – highlighting the need for changes in our system. This series of policy briefs
explores the stresses on our social contract, and the policy changes that must be made to mend it. The
six-part series includes:
Overview: The Great Recession exposes weaknesses in the American social contract
Economic security policies are too closely tied to employment
The safety net for unemployed Americans is inadequate
Problems with a state-based social welfare system
The regressive delivery of social welfare benefits in the U.S.
The ownership society is vulnerable during downturns: Pensions and home ownership

Introduction
Last week, we showed how the close links between employment and many social support mechanisms reduce Americans’
security when they need it most: during periods of unemployment. This week, we examine the adequacy of the basic American
safety net for the unemployed – Unemployment Insurance.

Low-income, Part-time Workers Left Behind
Unemployment Insurance (UI) has huge holes through which low-income and part-time workers are most likely to fall.
Thresholds for minimum earnings and minimum prior work periods exclude low-income workers, many of whom have
irregular hours or work on an ad-hoc basis. Prior to the American Recovery and Reinvestment Act (ARRA), 31 states only
considered wages earned from the first four of the last five calendar quarters in calculating UI eligibility, which does not include
a worker’s most recent work history. 1 In addition, 30 states outright denied part-time workers UI coverage. The wage floor and
full-time work requirements effectively excluded almost all part-time and low-income earners with irregular or seasonal hours.
As a result, in 2007 the GAO found that, of unemployed workers who had worked for at least 35 weeks in the past year, less than
a third of part-time workers received UI benefits versus a receipt rate of 50 percent for full-time workers.2
The situation of low-income and part-time workers has changed somewhat with the passage of the Unemployment Insurance
Modernization Act (UIMA) in ARRA last year. The Act has provided $7 billion in financial incentives for states to broaden their
UI qualifications to include more low income and part-time workers.
To qualify for one third of the funding, states must qualify the unemployed based upon an “alternative base period,” which
includes a worker’s most recent earnings in their UI calculation. Fully 39 states have enacted alternative base period reforms.
The National Employment Law Project estimates that this will extend coverage to over 40 percent of workers earning an average
of $9.00/hour who had previously been ineligible based upon earnings.
In order to qualify for the other two-thirds of UIMA funding, states must provide UI to workers in at least two of the following
four situations:
1) Part-time workers who are not seeking full-time work (28 states have enacted);
2) Individuals who have left work for family reasons, including domestic violence (32 states have enacted), spousal
relocation (26 states have enacted), and illness and disability (24 states have enacted);
3) Workers with dependent family members who need assistance to help care for dependents (8 states have
enacted);
4) Laid-off workers who need extended UI benefits to participate in training, up to an additional 26 weeks (16
states have enacted).3
In total, as of September 2010, 32 states have qualified for full UIMA funds by fulfilling the requirements above, and in total, 39
states are eligible for $4.3 billion in funds. Eighteen states have until August 22, 2011 to qualify for the remaining $2.7 billion
available UIMA funds. The UIMA is estimated to have broadened eligibility to 200,000 workers each year, although states may
repeal this legislation after the incentive program ends in August 2011. 4

“Contingent” Workers
For the most part, only workers classified as ‘employees’ are covered by the Federal Unemployment Tax Act, and as of 2005, 31
percent of the American workforce was classified as “contingent.”5 In addition to standard part-time workers, the term
“contingent worker” includes agency temporary workers (temps), direct-hire temps, on-call workers, day laborers, contract
company workers, independent contractors, and self-employed workers.
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contingent has remained the same in the wake of the Great Recession, there may be 47.7 million contingent workers in 2010,
including some full-time workers, many of whom are ineligible for UI as well as a host of other employer-sponsored benefits.6

As a result of this exclusion, there is a massive gap between the number of unemployed receiving UI benefits and the total
number of Americans who are under- or unemployed, including those marginally attached to the workforce and those employed
part-time because they cannot find full-time work.

As shown below, only 17.5 percent of the under- and unemployed are

receiving Unemployment Insurance payments through regular state UI programs, although the number rises to 36.9 percent
when emergency unemployment compensation (EUC08) and federal-state extended benefits are included.7
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Under-employed Workers
Although the impacts of the Great Recession upon the contingent workforce are not known, as the Bureau of Labor Statistics
Current Population Survey stopped tracking them in 2005, we do know that the number of workers who are unwillingly parttime instead of full-time, known as ‘part-time for economic reasons,’ has risen dramatically during the Great Recession, hitting
a high of 9.24 million in October 2009, and remaining at 8.86 million as of August 2010.8 This means that more Americans
than ever are vulnerable to exclusion from UI.

Conclusion
Unemployment insurance is a vital lifeline for unemployed Americans.

In the context of decades of wage stagnation,

unacceptably high long-term unemployment, a housing price collapse and an ever-more-indebted middle class, insufficient
benefits coverage from a weak unemployment insurance safety net can only compound the economic and psychological impacts
of unemployment on American families. 9
Part-time and low-income workers are among the most likely to experience unemployment but have the least savings to get
them through difficult times. These workers should not be excluded from participation in our most basic social safety net:
Unemployment Insurance. Although UIMA has incentivized many states to broaden eligibility for UI, it has not gone far
enough. Many contingent workers are still excluded, and the changes may be temporary in any case, as states are not required
to maintain the reforms after federal assistance expires in August 2011. In order to avoid the negative, long-term impacts of
unemployment on the American workforce10, eligibility for UI should be further and permanently broadened to smooth
workers’ transitions to re-employment.
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