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This brief is part of the Unemployment Insurance Policy Hub created by the National
Employment Law Project as a reference guide for state advocates to support efforts that will
strengthen the economic security of workers and their families. For other Policy Hub resources,
see www.uipolicyhub.org.

Unemployment Insurance (Ul) Benefit Amount Definitions

Average Weekly Benefit Amount: The average amount of money that workers receive each
week in Ul benefits.

Average Weekly Wage: The average amount of wage or salary compensation paid weekly
to workers in positions covered by the Ul system. Excluded from this average are the
earnings of independent contractors and self-employed workers, who are not covered by the
Ul system, as well as the earnings of federal employees, who are covered by a separate
unemployment system.

Base Period: The period of time (generally one year) used to determine whether
unemployed workers have earned sufficient wages or worked enough hours (or both)
to qualify for UI benefits and what amount of Ul benefits they should receive. A worker’s
base period is usually the first four of the last five completed quarters before the worker
applied for Ul benefits.

Maximum Benefit Amount: The most money a worker can legally receive each week in Ul
benefits in a given state. State laws determine the maximum and whether it is a fixed dollar
amount or a proportion of the state’s average weekly wage.

Minimum Benefit Amount: The lowest amount of money a Ul-eligible worker can legally
collect each week in Ul benefits. State laws determine the minimum and whether it is a fixed

dollar amount or a proportion of the state’s average weekly wage.

Replacement Rate: The share of a worker’s previous wages that are replaced by UI benefit
payments. Nationwide, Ul replaces less than 40 percent of workers’ wages.

Overview

Unemployment insurance (UI) is designed to alleviate the economic hardship of losing a job
by providing income to workers while they seek new employment. States pay eligible
workers a weekly benefit based on their prior earnings. Yet average Ul benefits across the
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nation replace less than 40 percent of workers’ previous wages,! providing too little support
for many unemployed workers to make ends meet during a job search.

In many states, policymakers have set Ul benefit levels so low that families fall into poverty
when a worker becomes unemployed.? In Mississippi, for example, the average benefit in
2021 was less than $200 per week3—Dbelow the federal poverty line for even a single adult,
much less a family.* And many workers receive less than the average benefit: Mississippi’s
minimum benefit in 2021 was just $30 per week.5

State formulas for setting Ul benefit amounts reinforce racial and gender inequality. States
base Ul benefit amounts on a worker’s previous pay, so women and workers of color, who
are overrepresented in low-paying jobs due to structural racism and sexism, tend to receive
lower benefits.¢ Tipped workers, who are also disproportionately women and people of
color, are further disadvantaged when employers fail to report full tip amounts.” Low-paid
workers who lived paycheck-to-paycheck cannot cover their expenses on benefits that are
only a small a fraction of a paycheck.

Low benefits create greater hardship for Black workers and other workers of color because
they typically have fewer other financial resources to draw on during unemployment. Racial
wealth disparities are a result of systematic exclusion from wealth-building opportunities
over generations.8

Average weekly Ul benefit amounts vary widely by state. In 2021, the most generous state
paid 2.73 times more than the least generous state.? The variation between states also
reinforces racial inequity: Southern states, which have the greatest proportion of Black
workers, and jurisdictions with a high proportion of Latinx workers tend to pay the lowest
benefits.10

The wide variation in state benefit amounts does not reflect costs of living. Instead, it results
from the methods and formulas state policymakers use to determine benefit amounts. The
result is that unemployed workers in low-benefit states face greater difficulty affording basic
expenses and making ends meet.

States determine benefit amounts

There are no federal standards for the amount of UI benefits states must pay. State
policymakers select a method and formula for determining benefit amounts and decide how
to set minimum and maximum benefits.

There are several methods that states use to determine a worker’s weekly benefit amount:

e High-quarter method: States determine Ul benefit amounts based on the quarter in
which the worker earned the most wages during their base period. This is the most
common method, used by 22 states in 2021, plus DC, Puerto Rico, and the US Virgin
Islands.!! By looking at the highest-earning quarter, this method does the most, of
methods currently in use, to protect workers with variable pay and hours.

e Multi-quarter method: States determine Ul benefit amounts based on wages in multiple
quarters during a worker’s base period. This method was used by 17 states in 2021.
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e Annual-wage method: States calculate Ul benefit amounts as a percentage of a worker’s
annual wages during their base period. This method, which can result in lower benefits for
workers with variable earnings over the year, was used by six states in 2021.3

o Weekly-wage method: States calculate Ul benefit amounts as a percentage of a worker’s
average weekly wages during their base period. This method was used by seven states in
2021

Note that some states use a combination of methods to determine benefit amounts. See
Table 3-5 in The Comparison of State Unemployment Insurance Laws for details on your state.

There is even more diversity in how states apply these methods. Each state uses a different
formula to determine an individual worker’s benefit amount. Below are some examples of
benefit formulas in states that provide the most adequate average Ul benefit amounts to
unemployed workers. Formulas were in use as of 2021. In all states, benefits are capped at
the maximum benefit amount.

e Massachusetts: 50 percent of 1/26 of total wages from the two highest-earning quarters
during the worker’s base period.15 Massachusetts’s average weekly benefit amount in the
first quarter of 2022 was $578.72.16 Ul benefits in Massachusetts replaced approximately
45 percent of the state’s average weekly wage.1”

e Washington: 3.85 percent of the average earnings from the two highest-earning quarters
during the worker’s base period.18 Washington’s average weekly benefit amount in the
first quarter of 2022 was $568.82.19 Ul benefits in Washington replaced approximately 50
percent of the state’s average weekly wage.20

e New Jersey: 60 percent of the worker’s average weekly wage during their base period.2!
New Jersey’s average weekly benefit amount in the first quarter of 2022 was $518.10.22 Ul
benefits in New Jersey replaced approximately 53 percent of the state’s average weekly

wage.23

e Hawaii: 1/21 of wages from the highest-earning quarter during the worker’s base
period.24 Hawaii’s average weekly benefit amount in the first quarter of 2022 was
$509.42.25 Ul benefits in Hawaii replaced approximately 56 percent of the state’s average

weekly wage.26

o North Dakota: 1/65 of total wages from the two highest-earning quarters and 50 percent
of total wages from the third highest-earning quarter during the worker’s base period.%”
North Dakota’s average weekly benefit amount in the first quarter of 2022 was $507.25.28
Ul benefits in North Dakota replaced approximately 50 percent of the state’s average
weekly wage.2?

States set minimum and maximum benefits
In addition to selecting a method and formula for determining each worker’s Ul benefits, all
states set minimum and maximum weekly benefits. Even if a worker was very highly paid,
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their weekly Ul benefit cannot exceed the state’s maximum, and the lowest-paid workers
who are eligible for Ul will receive the state’s minimum benefit.

Thirty-three states (plus DC, Puerto Rico, and the US Virgin Islands) set their maximum
benefits as a portion of the state’s average weekly wage.3° This method of indexing the
maximum weekly benefit amount allows benefits to grow in line with a state’s wage growth
and to keep pace with increases in the cost of living. States that do not automatically adjust
maximum benefits must rely on state legislatures to make adjustments, and they generally
provide inadequate benefit amounts as a result. Indexing the minimum benefit amount to
the state’s average weekly wage is less common (minimum benefits are indexed in eight
states)3! but is recommended for the same reasons.

Dependent allowance

As of 2021, 13 states offered dependent allowances to provide an additional weekly payment
to unemployed workers supporting children or other dependents.32 See our brief on
dependent allowances at www.uipolicvhub.org for more details.

Higher benefit amounts during economic downturns

In 2020, when millions of people were unable to work due to COVID-19, Congress
established Federal Pandemic Unemployment Compensation (FPUC), which provided a
temporary $600 federal supplement to weekly unemployment benefits (later scaled back to
$300). The UI supplement reduced poverty and financial hardship for unemployed workers
and their families33 and supported the consumer spending that sustained state and local
economies.3* Studies found that by sustaining spending, FPUC helped the economy recover
more quickly from the pandemic recession.35

Workers’ experiences with the Ul benefit supplement during the pandemic downturn
highlight how inadequate regular state Ul benefits are for enabling unemployed workers to
make ends meet. FPUC also highlights the advantage of having the federal government step
in to pay for supplemental benefits during economic downturns when unemployment rises
substantially: states struggle most to pay for Ul when the economy is weak, yet it is precisely
during downturns when higher benefits can be a powerful force to stabilize the overall
economy.

Federal Requirements and Guidance

There are currently no federal standards for Ul benefit amounts. Strong federal standards
for adequate benefit amounts would better enable unemployed workers across the country
to support themselves and their families while looking for new work. At the same time, the
current lack of federal guidance means that states must act to ensure their own Ul benefit
amounts are sufficient to support job seekers.

Policy Recommendations

By setting UI benefit amounts so low that unemployed workers fall into poverty, state
policymakers undermine UI's purpose of easing the economic hardship of job loss. To
address this failure, the federal government should set standards to harmonize state benefit
amounts at adequate levels and enact a progressive formula that replaces the greatest share
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of wages for the lowest-paid workers. The federal government should also pay for higher Ul
benefits during economic downturns.

In the absence of federal action, states should increase the amount of their own Ul benefits
and make the benefit formula more progressive.

States should:

1. Reform Ul benefit formulas to replace a higher proportion of wages.
e Determine benefit amounts using a progressive formula that replaces at least 85
percent of wages for the lowest earners and gradually decreases to replace at least 50
percent of wages for the highest earners, up to a cap (the maximum benefit amount).

The chart below, drawn from a federal Ul reform report by the National Employment
Law Project, Economic Policy Institute, and other partners, details the proposed
formula. For additional details on the proposal, see Reforming Unemployment
Insurance, pp. 92-95. Given the substantial proportion of low-paid workers,
disproportionately workers of color, who rely on the entirely of their paychecks to
meet basic needs, states may also consider a benefit formula that replaces the entirety
of wages for the lowest-paid workers. So far, no state has adopted a tiered formula
that replaces a higher proportion of wages for low-paid workers.

Progressive replacement rates for unemployment benefits by
earnings level and under a maximum benefit cap

Earnings level Replacement rate
For that portion of a worker'’s average weekly wage The share of lost wages replaced by Ul
(AWW) that is benefits is
Between 0% and 50% of state AWW 85%
Between 51% and 100% of state AWW 70%
Over 100% of state AWW 50%
Minimum benefit amount The greater of 30% of state AWW or $250
per week
Maximum benefit amount 150% of state’'s AWW

Note: The earnings level is a worker's average weekly wage as a share of state average weekly wage
during the base period. Under the proposed progressive system for calculating Ul benefits, different
benefit rates apply to different levels of earnings for each worker, with rates falling as earnings rise
(kind of like how marginal tax rates work, but in reverse). See Table 5.2 for how this translates to
effective tax rates for workers at different earnings levels.

Economic Policy Institute

o Alternatively, reform UI benefit methods and formulas in line with the states that
currently provide the most adequate Ul benefits. For example, Hawaii replaces 1/21 of
the wages from the highest-earning quarter during the worker’s base period up to the
maximum benefit amount.3¢ This policy combines the high-quarter method that best
protects workers who have variable pay and hours with a generous wage replacement
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formula, consistently resulting in some of the most adequate benefit levels and wage
replacement rates in the nation.3” Hawaii’s average weekly benefit amount in the first
quarter of 2022 was $509.42,38 and the state replaced approximately 56 percent of
average wages.3?

2. Index minimum benefit amounts to the state’s average wage. Indexing ensures that
benefits grow along with wages and that workers receiving the minimum benefit are
provided with meaningful support.

e Seta minimum UI benefit amount of $250 per week or 30 percent of the state’s
average weekly wage, whichever is greater. Currently no state sets minimum benefits
at this level.

o Alternatively, set minimum UI benefits in line with the most adequate states.
Montana’s minimum benefit is 20 percent of the state’s average weekly wage,
amounting to $169 in 2021.4% Oregon and Washington set their minimum benefits at
15 percent of their average weekly wage.

3. Index maximum benefit amounts to the state’s average wage. Indexing the
maximum weekly benefit amount, as most states already do, allows benefits to grow in
line with a state’s wage growth and to keep pace with increases in the cost of living.

e Set a maximum benefit amount of 150 percent of the state’s average weekly wage.
Currently no state sets maximum benefits at this level.

o Alternatively, set maximum Ul benefits in line with the most adequate states. Hawaii
sets its maximum benefit amount at 70 percent of the state’s average weekly wage,
while several other states, including Arkansas, Montana, and West Virginia have set
their maximum rate at between 66 and 67 percent of average wages.*!

4. Ensure fair benefit amounts for tipped workers and workers paid less than
minimum wage. States should calculate benefit amounts for tipped workers, and other
workers paid less than minimum wage, based on the relevant federal, state, or local
minimum wage or, for tipped workers, self-reported wages with tips, whichever is
greater. No states currently follow this practice, resulting in very low benefits for tipped
and subminimum-wage workers who are eligible for Ul benefits.

5. Establish a dependent allowance. Dependent allowances provide an additional weekly
payment to unemployed workers supporting children or other dependents. See our brief
on dependent allowances at www.uipolicyhub.org for more on this policy
recommendation.

Research Findings and Arguments to Support Reform

Ul benefits are too low for workers to get by.

A core goal of Ul is to alleviate the economic hardship of losing a job so workers have
financial support as they seek new employment. Yet weekly benefits do not enable workers
to make ends meet and in many cases are not even sufficient to prevent jobless workers and
their families from falling into poverty.
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In 2021, six states paid average weekly Ul benefits (not including supplements from
pandemic unemployment programs) lower than the approximately $248 per week needed to
remain above the poverty line for even a single adult household (annual income of
$12,880).42 And in every state except one (Massachusetts), average weekly Ul benefits were
lower than the approximately $510 per week needed to remain above the poverty line for a
four-person household (annual income of $26,500).43

Analysts have developed a variety of tools to estimate the true minimum cost of household
necessities for different family sizes in different parts of the country, including the Economic
Policy Institute’s Family Budget Calculator, the ALICE Household Survival Budget, and MIT’s
Living Wage Calculator. In most cases, Ul benefit amounts are not sufficient to afford the
local cost of living. 44

Workers trying to get by on unemployment benefits may particularly struggle to keep up
with rent or mortgage payments. Average unemployment benefits nationally worked out to
approximately $1,405 per month in 2021 (again not including pandemic UI supplements),
yet the nation’s average fair market rent for a two-bedroom rental home was $1,295 per
month.45 Unemployed workers trying to pay rent for an average home using the average
unemployment benefit amount would face a severe housing cost burden“¢ and lack sufficient
resources to pay for food, utilities, and other necessities and financial obligations without
falling behind on rent.

Ul benefits fail to replace a sufficient share of workers’ pay.

In the 1990s, the bipartisan Advisory Council on Unemployment Insurance Compensation
recommended that “a state’s weekly benefit amount should replace at least one-half of a
worker’s prior weekly wage for a six-month period, with a maximum weekly benefit amount
equal to at least two-thirds of a state’s prior year’s average weekly wage.”47 While this
standard falls short of what low-paid workers living paycheck-to-paycheck need to avoid
severe hardship, many states still fail to meet even this guideline. On average, state
unemployment benefits replaced less than 40 percent of wages in 2021.48

Ul benefits are even more inadequate at replacing compensation than it appears—because
they only replace a portion of wages, they do nothing to replace other vital job benefits that
some workers may also lose when they become unemployed, such as employer
contributions to health coverage, childcare, and retirement savings.

Formulas for setting benefit amounts reinforce racial and gender inequality.
The system of calculating Ul benefit amounts reinforces inequality, particularly
disadvantaging women and workers of color. Women, Black and Latinx workers, and other
workers of color are disproportionately employed in low-paying jobs as a result of
occupational segregation.4? Since unemployment benefits are based on a percentage of a
worker’s pay prior to becoming unemployed, lower-paid workers receive lower benefits
than workers who were more highly paid.

Racial disparities in UI benefit amounts are further worsened because Southern states,
where a majority of Black workers live, have established benefit formulas that pay the
lowest benefits in the nation. For example, Mississippi and Louisiana, the US states with the
highest proportion of Black residents,>° paid the nation’s lowest average weekly
unemployment benefits in the third quarter of 2021: $180.99 per week in Louisiana and

NELP | BENEFIT AMOUNTS | OCTOBER 2022 7


https://www.epi.org/resources/budget/
https://www.unitedforalice.org/wage-tool
https://livingwage.mit.edu/

$201.22 in Mississippi, compared to a still-inadequate national average of $347.53 per
week.51 This is not only due to lower wages in these states—low-benefit states like
Mississippi and Louisiana replace a lower proportion of workers’ weekly pay,>2 and it falls far
short of the local cost of living.53

Jurisdictions with large Latinx populations, including Puerto Rico (average weekly benefit
$195.61) and Arizona (average weekly benefit $235.92), also paid among the lowest benefits
in the nation.>*

Low Ul benefits are also more likely to create severe hardship for Black and Latinx workers.
When benefits are not enough to cover household expenses, workers may draw on savings
or other forms of wealth to pay for groceries and rent. Yet the median Black or Latinx
household has far less personal wealth than the median white household to cushion the
impact of unemployment: for every dollar in wealth held by the typical white family, the
typical Black family has just 12 cents, while the typical Latinx family has 21 cents.>> Racial
wealth inequality is a result of decades of public policy that systematically excluded Black
and Latinx households from wealth-building opportunities over generations.>¢ When
workers are forced to take on debt to meet basic living expenses during periods of
unemployment, it further exacerbates this inequity.

Increasing benefit amounts supports local businesses and state economies.
When unemployed workers receive adequate Ul benefits, they can take the time they need to
find appropriate jobs that use their skills without being forced to accept the first job that
comes along out of desperation. As a result, businesses find better workers, and improved
job matching enhances the functioning of the labor market overall, contributing to economic
growth and vitality.57

Ul benefits are even more important for the economy during recessions and other periods of
downturn, such as when mass layoffs at a large employer send a town or region into an
economic tailspin. When the economy slows down and unemployment rises, decreased
consumer spending is a major obstacle to economic recovery.>8 Ul benefits are one of the
most efficient and well-targeted means of economic stimulus: economists find thata $100
increase in government spending on Ul leads to $70-$90 in additional economic growth in
the private sector.5? Ul gets money into the hands of consumers who need it and will spend it
quickly, supporting businesses in their communities and stabilizing the state’s economy.

States can afford to raise benefit amounts.

States can raise substantial revenue for improving Ul benefit amounts by updating Ul
financing, including broadening the taxable wage base and preventing businesses from
dodging UI taxes. See our brief on state Ul financing and policy basics at
www.uipolicyhub.org for more on these policy recommendations.

Data and State Comparison Resources

Find your state’s minimum and maximum Ul benefit amounts and methods of
calculation and compare with other states.

Consult the US Department of Labor’s (USDOL) annual Comparison of State Unemployment
Insurance Laws for a detailed comparisons of states’ benefit amounts and methods of
calculating them, including:
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o The state’s formula for calculating weekly benefit amounts (Table 3-5)

e The state’s minimum and maximum weekly benefit amounts (Table 3-5)

e How minimum and maximum weekly benefit amounts are calculated in states that
automatically adjust them based on changes in the state’s average weekly wage (Table 3-
6)

For an overview chart of key statistics on state Ul programs, including quick comparisons of
each state’s minimum and maximum weekly benefit amounts and formulas for calculating
them, see USDOL’s annual Significant Provisions of UI State Laws. Both of these resources are
updated annually, so table references may change.

Find average weekly benefits paid by your state and compare with other
states and the nation.

Consult USDOL’s Monthly Program and Financial Data reporting tool, which allows users to
look up select Ul data, including a state’s average weekly benefit by state and month.

Calculate the percentage of average wages that are replaced by Ul benefits in
your state and compare with other states.

Consult USDOL’s Ul Replacement Rates reporting tool, which allows users to look up annual
or quarterly data on the proportion of wages replaced by Ul benefits in each state and the
nation. The reporting tool provides two different calculations for replacement rates (called
“replacement ratios”), which are explained on the site. Note that the source of this data is
different from the source for other Ul data, so numbers for average weekly benefits may
differ slightly.60

See also the Century Foundation’s Unemployment Insurance Dashboard for maps comparing
states by replacement rate and maximum weekly benefit amount.

Determine whether average benefits in your state are enough to keep a family
out of poverty.

After finding your state’s average benefit amounts using the resources above, check them
against federal poverty guidelines for the relevant year, available from the US Department of
Health and Human Services. Since federal poverty guidelines provide an annual number,
divide by 52.14 (the number of weeks in a year) to determine the weekly amount a family
needs to remain above the poverty line.

Determine whether average benefits in your state are enough to afford the
local cost of living.

Analysts have developed a variety of tools to estimate the true minimum cost of household
necessities for different family types in different parts of the country. The Economic Policy
Institute’s Family Budget Calculator, the ALICE Household Survival Budget, and MIT’s Living
Wage Calculator are user-friendly web applications that allow advocates to determine the
state or local cost of living. Each uses a slightly different methodology—take a look to see
which best suits you. After finding your state’s average benefit amounts using the resources
above, check them against one of these tools to assess whether average Ul benefits are
sufficient to afford the local cost of living and determine what would be needed to
adequately support unemployed workers and their families.
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Determine whether average benefits in your state are enough to pay rent on a
typical apartment in your state or metro area.

After finding your state’s average benefits using the resources above, consult the National
Low Income Housing Coalition’s annual Out of Reach report for information on the income
needed to afford a modest apartment in your area.

Compare benefit adequacy by state.

Consult the annual Comparison of State Benefit Adequacy and Recipiency report from Center
for Research on Unemployment Insurance Systems for a state-by-state look at a range of
benefit amount metrics. For example, the report compares each state’s average weekly
benefit amount to its minimum wage and an estimated weekly benefit amount. The report
also details each state’s Ul replacement rate for four representative workers claiming Ul
benefits. Note that the most recent report available as of this publication is from 2020.
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