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hen COVID-19 hit the United States in March 2020, major sectors of the economy shut 

down. By April, 23 million U.S. workers were out of a job, the largest loss of employment 

since the Great Depression. 1 Black and Latinx workers faced the highest rates of 

unemployment, and women, especially mothers of color, were disproportionately pushed out of 

the labor force by a lack of childcare and shift to remote school.2 As working people across the 

country demanded relief, Congress passed the Coronavirus Aid, Relief, and Economic Security 

(CARES) Act and additional legislation that significantly expanded eligibility for unemployment 

insurance (UI), increased benefit amounts, and extended the maximum duration of benefits.3 

 

This brief assesses the nation’s experience with expanded unemployment insurance during the 

pandemic, finding that expanded programs powerfully supported families and the larger 

economy, and advanced racial and gender equity. At the same time, the rush of pandemic 

claims exposed the poor condition of states’ unemployment insurance infrastructure. 

Unfortunately, Congress allowed pandemic benefits to expire, leaving a broken system still in 

need of permanent reform.  

 

Below are seven conclusions about unemployment insurance during the pandemic. 

 

1) Unemployment insurance is a powerful anti-poverty tool and 

improves household well-being.  

At the height of the COVID-19 unemployment crisis, roughly one in six U.S. adults (about 40 

million people) received unemployment insurance benefits.4 According to the Census 

Bureau, access to unemployment insurance reduced the official poverty rate from 12.9% to 

11.4%, preventing 4.7 million people, including 1.4 million children, from falling into poverty 

in 2020.5  

 

Unemployment insurance lifted Black and Latinx workers and their families out of poverty: 

An estimated 1.1 million Black people and 1.2 million Latinx people avoided poverty as a 

result of unemployment insurance benefits. According to a different indicator of poverty, the 

Supplemental Poverty Measure, unemployment insurance benefits had an even greater anti-

poverty impact, preventing 5.5 million people from experiencing poverty in 2020.6  
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Beyond curtailing poverty, unemployment benefits substantially reduced hardship and 

broadly improved the well-being of households, including recipients’ financial stability and 

mental health. The Bureau of Labor Statistics (BLS) compared households that received 

unemployment benefits at some point in the pandemic with households where a worker 

applied for benefits but did not receive them. The BLS found that successful unemployment 

benefits recipients were significantly less likely to experience food insecurity, have difficulty 

with household expenses, fall behind on their mortgage or rent, or report symptoms of 

anxiety or depression.7 These disparities remained significant even after controlling for pre-

pandemic differences in household income, education, and demographics. 

 

Table 1. Unemployment Insurance Alleviated Hardship During the Pandemic 

Experience of Hardship 

Households that Applied 

for but Did Not Receive 

Unemployment Benefits 

Households that Received 

Unemployment Benefits 

Difficulty with household expenses 66.6% 55.9% 

Food insecurity 29.1% 18.9% 

Behind on mortgage or rent 27.4% 20.1% 

Symptoms of anxiety 53.2% 45.2% 

Symptoms of depression 45.5% 36.7% 

Source: Bureau of Labor Statistics analysis of Household Pulse Survey, August 19–December 21, 2020. 
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2) Unemployment benefits sustain state and local economies. 

The expansion of unemployment insurance benefits under the Families First Coronavirus 

Response Act and CARES Act sent $664.9 billion in federal funds to workers and families 

experiencing unemployment as of October 2021.8 These well-targeted federal dollars were 

pumped into slumping state and local economies, where they boosted consumer spending 

and supported local businesses, preventing further layoffs.  

 

One way to measure the positive impact of expanded unemployment benefits is to examine 

what happens when benefits are eliminated. A recent study of real-time anonymous banking 

data in states that cut off expanded unemployment benefits early finds that for every $1 of 

reduced benefits, household spending fell by 52 cents.9 On average, workers whose federal 

benefits were cut off lost $264 net income per week and spent $145 less per week. 

Researchers at the Economic Policy Institute extrapolated from these trends, finding that the 

elimination of federal unemployment expansions caused an estimated $144.3 billion loss of 

income and a $79.2 billion decline in consumer spending nationwide.10 The loss of personal 

income from curtailing pandemic unemployment benefits contributed to slowing national 

GDP growth in the third quarter of 2021, according to the U.S. Department of Commerce 

Bureau of Economic Analysis.11 

 

Meanwhile, neither states nor the nation as a whole saw a dramatic 

resurgence in employment when expanded unemployment benefits were 

eliminated: for example, employment fell in Iowa after the state 

eliminated expanded benefits early, even as job growth picked up 

significantly in Nevada and New Mexico, which retained benefits.12 When 

expanded unemployment benefits expired nationwide in September 

2021, job growth was lackluster,13 disappointing the expectations of 

many business observers who had mistakenly believed unemployment 

benefits played a major role in holding back job growth.14    

 

 

3) Self-employed workers, caregivers, misclassified independent 

contractors, part-timers, and underpaid workers need unemployment 

benefits, too. Expanding eligibility made the system more equitable. 

The federally funded Pandemic Unemployment Assistance (PUA) program temporarily 

expanded eligibility for unemployment benefits to many groups of workers who were 

excluded from, or who had exhausted all right to other forms of unemployment insurance. 

For example, PUA included self-employed workers, caregivers, workers misclassified as 

independent contractors,15 part-timers, and underpaid workers. At its peak in August 2020, 

PUA effectively doubled the reach of unemployment insurance, supporting 14.6 million 

workers—half of all unemployment insurance recipients.16 Without PUA’s expanded 

eligibility, millions of workers would have lacked any income support when their paychecks 

disappeared. 

 

Expanded eligibility for unemployment benefits made the system more equitable by making 

support available to workers excluded by many state unemployment insurance laws. For 

example, women and people with disabilities are more likely to seek part-time work,17 yet 

At its peak in August 

2020, PUA effectively 

doubled the reach of 

unemployment 

insurance, supporting 

14.6 million workers,  

half of all unemployment 

insurance recipients. 
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many states mandate that workers must be able and available to work full time to qualify for 

unemployment benefits.18 As a result of occupational segregation that is fueled by structural 

racism and sexism, workers of color—and especially women of color—disproportionately 

work in low-paying positions19 that make them ineligible for unemployment insurance in 

some states.20 Black and Latinx workers are also overrepresented in app-based jobs where 

they are frequently misclassified as independent contractors and wrongfully excluded from 

unemployment benefits in many states.21  

 

The racist impact of these exclusions is worsened by the fact that policymakers in states with 

a higher share of Black residents are more likely to have imposed more stringent restrictions 

on eligibility for unemployment insurance.22 As a result, when PUA and other federal 

unemployment programs expanded eligibility, they disproportionately benefitted workers in 

states with high Black populations.23  

 

By providing unemployment benefits to workers who do not fit the model of a white, male 

full-time worker, PUA succeeded in supporting millions of additional jobless workers during 

the pandemic. Yet, now that PUA has expired, the unemployment insurance system is again 

shutting out broad categories of workers who need benefits. 

 

 

4) It takes time to find a good job—especially during an economic crisis.  

Recognizing that securing a new job during a pandemic can be a lengthy process, Congress 

enacted Pandemic Emergency Unemployment Compensation (PEUC), which extended 

unemployment support for workers who had exhausted their state benefits. As a result of 

several benefit extension policies, workers could ultimately qualify for up to 53 weeks of 

benefits. These federal extensions were greatly needed: in September 2020, more than three 

million workers had exhausted all of their state unemployment benefits.24 By March 2021, 

6.2 million workers depended on PEUC to get by as they searched for work.25  

 

The creation of PEUC was an acknowledgement that the existing Extended Benefits 

program—intended to automatically provide additional weeks of jobless benefits during 

periods of high unemployment when it is harder to find a job—was inadequate. Extended 

Benefits fail to “trigger on” when unemployment rises, fail to add sufficient weeks of 

additional benefits, and often “trigger off” when unemployment rates remain high.  

 

Additionally, Extended Benefits triggers often fail to account for 

high unemployment rates in particular regions of a state or in 

particular communities. Congress created the temporary PEUC 

program to make up for these shortcomings. Yet, the short-term 

fix ultimately left workers stranded: more than 3.6 million 

workers were still relying on PEUC when it abruptly terminated 

on September 6, leaving most of these workers without any 

further means of income support.26  

 

The reality is that job searches take time, no matter what the nation’s economic conditions 

are. In 2019, when the pandemic had not yet hit and the economy was widely seen as strong, 

more than one in five unemployed workers were out of work for 27 weeks or longer.27 Yet, 

Policymakers in states with a 

higher share of Black residents 

are more likely to have 

imposed more stringent 

restrictions on eligibility for 

unemployment insurance. 
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most state benefits terminate after just 26 weeks—and several states have cut their budgets 

by providing even fewer weeks of benefits.28 A shorter maximum duration of benefits 

reduces unemployed workers’ financial security and increases pressure on workers to 

accept jobs that do not match their skills and needs.29  

 

Cuts in weeks of benefits may particularly harm workers who confront systemic 

discrimination in the labor market due to their race or ethnicity, gender or gender 

expression, age, sexual orientation, or other factors that prolong the search for suitable 

work. Black workers—Black men in particular—suffer longer periods of unemployment 

than white workers because of systemic discrimination and are more likely to exhaust state 

unemployment benefits.30 Providing additional weeks of standard benefits and improving 

policies that extend benefits for extra weeks when jobs are scarce would give all jobless 

workers sufficient time to find suitable employment.  

 

 

5) Regular unemployment benefit amounts aren’t sufficient for job 

seekers to get by. 

With millions of people unable to work due to the pandemic, Congress established Federal 

Pandemic Unemployment Compensation (FPUC), which provided a temporary $600 federal 

supplement to weekly unemployment benefits (later scaled back to $300). At various points 

during the pandemic, federal officials instituted additional supplements.31 FPUC alone 

pumped $438 billion32 into the pockets of unemployed workers. When the $300 supplement 

was halted on September 6, more than 11 million workers suddenly lost this critical source 

of income.33  

 

The FPUC benefit supplement is a major reason why unemployment 

benefits played such an important role in reducing poverty and 

financial hardship and in supporting the consumer spending that 

sustained state and local economies. In the absence of this supplement, 

regular unemployment insurance benefit amounts are not sufficient 

for unemployed workers to make ends meet while searching for a job. 

In August 2021, for example, the national average unemployment 

benefit without FPUC was $347.86 a week—approximately $1,511 a 

month.34 Meanwhile, the nation’s average fair market rent for a two-

bedroom rental home was $1,295 a month,35 illustrating the struggle 

that unemployed workers who lack a financial cushion face in 

affording food, utilities, and other necessities without falling behind on 

rent. And some states paid much lower benefits: Louisiana offered an 

average weekly benefit of only $180.67 a week, while Mississippi 

provided $201.22 and Tennessee paid $223.66.36  

  

In 2019, when the 

pandemic had not yet hit 

and the economy was 

widely seen as strong, more 

than one in five 

unemployed workers were 

out of work for 27 weeks or 

longer. Yet, most state 

benefits terminate after just 

26 weeks—and several 

states have cut their 

budgets by providing even 

fewer weeks of benefits. 
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Table 2: Inadequacy of Unemployment Insurance Benefit Amounts in the Five 

Lowest-Paying States 

State 

Average 

weekly UI 

benefit 

Average UI 

benefit on a 

monthly basis 

2-bedroom 

fair market 

rent (FMR) 

Monthly 

income needed 

to afford 2 BR 

FMR 

Weekly income 

needed to 

afford 2 BR FMR 

Louisiana  $180.67   $785.05   $927.00   $3,088.50   $712.73  

Mississippi  $201.22   $874.35   $791.00   $2,637.08   $608.56  

Tennessee  $223.66   $971.86   $915.00   $3,048.92   $703.60  

Arkansas  $227.57   $988.85   $759.00   $2,531.00   $584.08  

Arizona  $236.06   $1,025.74   $1,160.00   $3,865.58   $892.06  

Sources: Author’s calculations based on U.S. Department of Labor Employment & Training Administration Monthly Program and 

Financial Data, 8/2021; “Out of Reach,” National Low-Income Housing Coalition, 2021. 

To make matters worse, many workers receive benefits far below the average. Because most 

states determine benefit amounts as a proportion of a worker’s prior wages, women of color, 

who are dramatically overrepresented in low-paying jobs, typically receive lower benefits.37 

Workers with dependents, single parents whose sole income supports a family, tipped 

workers, and part-time workers all confront significant obstacles to surviving on 

unemployment benefits. Black and Latinx workers disproportionately experience greater 

hardship when they receive low levels of benefits because they typically have less personal 
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wealth than white households to fall back on as a result of the systematic exclusion from 

wealth-building opportunities over generations.38 

 

Simply reinstating FPUC may not be the most effective way of addressing the inadequacy of 

unemployment benefit amounts. NELP and allied organizations recommend that 

replacement rates be raised to at least 50% of a worker’s wages, with a maximum no less 

than two-thirds of the state’s average weekly wage.39 Low-paid workers, who live paycheck 

to paycheck, should have 85% of their wages replaced by UI benefits. In addition, states 

should set a mandatory minimum benefit of at least 30% of the state’s average weekly wage 

or $250 per week, whichever is greater. Additional reforms, such as establishing a 

dependent allowance to give additional assistance to unemployed workers who are 

supporting children, loved ones with disabilities, or aging parents, would also improve the 

adequacy of benefits. 

 

 

6) States must improve their handling of unemployment claims in the 

future—and avoid penalizing workers for the pandemic chaos.  

The COVID-19 pandemic produced an unprecedented volume of unemployment claims: in a 

single week in March 2020, claims shot up 1,000%,40 and millions of newly laid-off workers 

confronted jammed phone lines, crashing websites, and long delays to access the benefits 

they were entitled to and desperately needed.41 Overwhelmed state unemployment agencies 

struggled to handle not only the deluge of new claims but also the intricacies of new federal 

unemployment programs with standards that were constantly evolving. Working with 

antiquated computer systems, deficient staffing and resources, and outdated administrative 

practices, state agencies were ill-equipped to respond to the need.  

 

The challenges of the pandemic exposed an unemployment insurance infrastructure in 

disrepair.42 Even before COVID struck, many states failed to determine workers’ eligibility, 

pay benefits, or decide administrative appeals in timely manner,43 leaving recently laid-off 

workers to navigate extensive backlogs and delays—including administrative hurdles that 

policymakers in some states deliberately erected to reduce workers’ access to benefits.44  

 

Obstacles to receiving unemployment benefits have impacted 

Black workers most severely, with Black applicants significantly 

more likely to be denied benefits (27.2%) than white applicants 

(21.8%) in the first nine months of the pandemic.45 One reason 

for this disparity, as economist William Spriggs points out, is that 

implementation of pandemic unemployment benefits lagged the 

most in the states where Black workers disproportionately live.46 

 

The federal Department of Labor has recently offered state 

unemployment insurance agencies several rounds of grants to 

modernize their technology, improve administration, and 

enhance equity.47 States should take advantage of the funds to 

better serve unemployed workers, while recognizing that without 

a focus on disadvantaged workers, technology upgrades alone 

will not be sufficient to improve access to unemployment 

Black and Latinx workers 

disproportionately experience 

greater hardship when they 

receive low levels of benefits 

because they typically have less 

personal wealth than white 

households to fall back on as a 

result of the systematic 

exclusion from wealth-building 

opportunities over generations. 
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insurance. In fact, when states such as Florida modernized their unemployment computer 

systems, they created new barriers for workers, delayed payments, and increased false 

accusations of fraud.48 

 

As states work to improve their systems, they must not penalize 

working people for errors that agencies made during the chaos of the 

pandemic. In many states, workers who were already harmed by 

payment delays are now being sent large bills for overpayments of 

unemployment benefits that were made with no fault on the worker’s 

part.49 Months later, with any unemployment benefit payments long 

ago spent on necessities, workers still trying to get back on their feet 

should not be forced to pay more for the shortcomings of the 

unemployment system. Just as importantly, states should not seek to 

block their own economic recovery by draining funds from struggling 

workers and communities. And while the pandemic turmoil was 

extreme, bills for overpayment errors have always been a harsh 

burden on working people. Moving forward, states should always 

avoid penalizing workers when there is no evidence of fraud. 

 

 

  

Workers still trying to get 

back on their feet should 

not be forced to pay more 

for the shortcomings of the 

unemployment system. 
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7) Workers need permanent reform, not just temporary programs with 

arbitrary expiration dates. 

When pandemic unemployment benefits were abruptly curtailed on September 6, 2021, 11.2 

million jobless workers were left stranded.50 This includes more than 8.5 million 

unemployed people who saw support completely cut off, and another 2.7 million who 

continued to be eligible for state unemployment benefits but lost the vital $300 federal 

supplement.  

 

Yet, the economy had not fully recovered and the crisis didn’t end as scheduled: the 

September unemployment rate of 4.8% remained substantially above the pre-pandemic rate 

of 3.5%.51 And Black and Latinx workers continued to be sidelined: Black unemployment 

rates were still nearly twice as high as the rates for white workers, with Black men 

confronting especially high unemployment at 8.0%, compared to 4.2% for white men. The 

unemployment rate for Latinx workers (6.3%) also remained elevated. As noted above, the 

benefit cutoff also produced an estimated $144.3 billion loss of income nationwide and a 

$79.2 billion decline in consumer spending.52  

 

The sudden disappearance of benefits at a time when workers still 

needed aid highlights the limitations of applying short-term fixes to a 

system in need of permanent reform. Pandemic unemployment 

insurance programs expanded eligibility, increased benefit amounts, 

and enabled workers to get additional weeks of support—greatly 

benefitting workers and their communities and advancing racial 

equity. Then these benefits were allowed to expire, leaving the same 

inadequate system that has failed unemployed workers for years and 

remains badly unprepared for the next economic downturn.  

 

 

Conclusion and recommendations 

Congress should learn from experience and build on the success of pandemic unemployment 

benefits. Lawmakers can make immediate advances by including Senator Ron Wyden’s 

Unemployment Insurance Improvement Act in the Build Back Better reconciliation bill. This 

legislation begins to address the significant ways that the unemployment insurance system 

disproportionately excludes Black and Latinx workers, women workers, and workers with 

disabilities by mandating that states provide at least 26 weeks of unemployment benefits, 

increasing coverage for part-time workers, and expanding eligibility by requiring states to 

consider a workers’ most recent earnings and standardizing earning requirements. These 

reforms lay the groundwork for a transformed unemployment insurance system that will 

enable all workers to thrive. 

 

State lawmakers and agency officials must also act on the lessons of the pandemic: 

recognizing that expanded unemployment insurance greatly benefitted state residents and 

local economies; acting to ensure that state unemployment laws and policies exclude as few 

jobless workers as possible; guaranteeing workers sufficient weeks of support to find a new 

job; and raising benefit levels to an amount that enables workers and their families to 

The sudden disappearance 

of benefits at a time when 

workers still needed aid 

highlights the limitations of 

applying short-term fixes to 

a system in need of 

permanent reform. 



NELP | 7 THINGS WE LEARNED ABOUT UNEMPLOYMENT INSURANCE DURING THE PANDEMIC | NOVEMBER 2021   
10 

survive. States must also take advantage of federal funding that will enable them to improve 

their handling of unemployment claims to better serve workers.  

 

The expansion and enhancement of unemployment insurance during the pandemic 

temporarily improved a broken system. Policymakers must learn from the experience to 

build a more equitable and comprehensive unemployment insurance system for the long 

term.  
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