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– UI program after 80 years needs to be updated
– Significant changes in the safety net;

• Since 1935 a significant expansion in other safety net programs (Food 
stamps (SNAP),  TANF,  Medicaid, Medicare, Social Security 
Disability, Trade Adjustment Assistance, Heating assistance, 
subsidized child care, subsidized  housing. 

• Significant expansion in UI coverage and benefits (TRA, EUC, 
Regular EB, UCFE, UCX, Governments and Non-profits 
participating.

• Significant change in workforce and employment practices. (More 
women, flexibility in working conditions , multi wage earner 
households, increase in private retirement plans, smaller percentage 
of unionized workers, fewer manufacturing employees,  more part 
time and temporary employment.

Key Observations  



– Administrative cost and tax burden has increased with expanded benefits 
to be unsustainable in some states.

• Accumulation of front loaded UI contributions and low 
unemployment post World War II led to large balances that triggered 
Reed Act distributions in late 1950s.

• Increased benefit amounts since 1960s and program expansion has 
put cost pressures on employers in some states impacting economic 
development and long term solvency.

• Number of weeks of benefits, indexed weekly benefit amounts.
• Wage replacement increased for lower paid workers.

Key Observations  



• The basic foundation of the UI program still is broadly supported. Employers will pay 
the cost of unemployment insurance to provide short term partial wage replacement for 
individuals who become unemployed through no fault of their own and are able to work, 
available to work and actively seeking work.

•FUTA revenue originally dedicated to funding federal and state administrative costs has 
been used to artificially offset the federal deficit for decades.

• Use of the employer paid FUTA tax to pay for large Emergency Unemployment 
Compensation programs and regular EB has depleted the extended unemployment 
compensation account.

•Integrity and reemployment services have been underfunded by the federal government 
for decades.

• The Employer, Federal, State and Worker compact that was the foundation of the. 
Federal/State UI system has been broken.

Key Observations  



• Take the FUTA tax revenue and appropriations off the federal budget.

• Devolve the system so that states collect and keep all SUTA and FUTA tax 
revenue and make decisions about use of funds on a state by state basis.

• Repeal the regular EB program and rely on federal general revenue funding for 
emergency unemployment compensation programs as needed.

•Provide for gradual transition to minimize unanticipated administrative costs, 
tax increases or benefit cuts. 

Solutions to Consider  


