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Good afternoon Chairman Cox, Chairman Mullery, and members of the Labor & Industry
Committee. Thank you for the opportunity to speak with you today about the Department of
Labor & Industry's (L&l) priorities for Pennsylvania's unemployment compensation system and
suggestions for amendments to the Unemployment Compensation Law.

During the past 11months, Pennsylvania's unemployment compensation (UC) system has been
stress-tested in ways no one would have ever dared to contemplate. Since April 2020, this
department has stood up five new federal unemployment programs to serve out-of-work
Pennsylvanians: Pandemic Unemployment Assistance (PUA); Federal Pandemic Unemployment
Compensation (FPUC); Pandemic Emergency Unemployment Compensation (PEUC); Lost Wages
Assistance (LWA); and, as of February 13, Mixed Earner Unemployment Compensation (MEUC).
UC staff built these programs from scratch, while responsibly incorporating initially incomplete
and repeatedly revised federal requirements, as they kept the regular UC system running.

Undoubtedly, you recall that the initial claims received by the department in four weeks in
March and April 2020 was nothing less than a tidal wave. Unemployment increased by a
month-over-month record 1.1% from February to March 2020. The next month April 2020, the
unemployment rate rose over 10% to 16.1%, ten times the previous fastest increase set just the
previous month. In less than one year L&l has processed over 5.2 million new claims for UC and
PUA: that is almost as many new claims as the previous nine years combined ( 5,372,734
between 2011and 2019). In less than one year, L&l has processed over 1.3 million more new
claims than in all of 2007, 2008, 2009, 2010, and 2011combined, the years before, during, and
immediately after the Great Recession. I repeat this reality again and now because I think it is
important to reiterate and remind you of the sheer magnitude of this crisis.

Over the past year, UC staff have worked tirelessly to respond to the needs of claimants and
help them and their families and their families through these challenging times. They've worked
574,107 hours of overtime, the equivalent of having 14,352 additional full-time staff weeks, or
an additional 276 staff working an entire year. Since March 2020, we have more than doubled
the number of individuals working to serve claimants, including supplemented contract staff for
the first time with the cooperation of our union partners. We have implemented new
technological solutions, such as chatbots, and organizational ones, like the legislative inquiry
system, which responded to over 15,000 inquiries from legislative staffs in its first month (mid-

December to mid-January). Our UC Service Center staff has answered over 275,000 chats, 1.84
million emails, and 1million phone calls, all while processing 5.2 million new UC and PUA
claims, all volumes that dwarf any previous records. And yet, we know we have more to do.



Despite this herculean effort by UC staff, we know it has not been enough to serve the needs of
every deserving claimant as soon as they need, though we have been working as quickly and as
humanly and technologically possible. As public servants, we hold ourselves to a higher
standard. To the people of Pennsylvania who have and who in the future may turn to L&l and
the UC system in a time of crisis, know that we will never stop working to get you the benefits
you have earned.

President John F. Kennedy once observed that the Chinese character for "crisis" is composed of
two distinct characters, one that means "danger," the other "opportunity." Through this crisis,
our staff has identified several opportunities for us, in partnership with the General Assembly,
to improve the UC system, streamline it for claimants, and alleviate some of the "danger" in the
future. These recommendations are responsive to the most significant criticism we have heard
from you, your colleagues, and the claimants across Pennsylvania: the claims process is
complex and takes too long. As you may know,many of these recommendations were drafted
as Senate amendments to House Bill 280 last session and have recently been reintroduced as
House Bill 549 by Chairman Mullery.

I know that many of these recommendations address provisions and requirements that were
incorporated in the UC Law to address solvency concerns after recessions. That said, I believe
these recommendations and your legislative proposals are a good first step in ensuring our UC
system gets people the money they need and deserve as quickly as possible, pays benefits to
only the people who are eligible, and find solid financial footing going forward without
sacrificing service and accessibility to our constituents, the claimants and businesses that are
the heart and soul of this program. The sum total of these changes will result in a simplified
claims process for claimants, reduced time required by staff to investigate and resolve complex
claims, help for businesses and employees to weather hard times without layoffs, and a more
robust UC Trust Fund better prepared for future crises.

First, eliminating the waiting week would simplify the claims process by removing a component
that creates undue confusion and requires inordinate staff time for minimal benefit. Many
claimants do not realize that the waiting week is not a compensable week and think that we
have incorrectly denied them a benefit payment. This leads to calls to the UC service centers.
Every call about waiting week confusion means that staff resources are diverted away from
claims processing to addressing unnecessary claimant confusion.

Second, eliminating the credit week requirement would simplify the claims process for
unemployed workers, businesses, and UC staff. Pennsylvania is one of only two states that
require claimants to meet a financial eligibility standard based on quarterly wages within the
base period, and to have worked a certain number of weeks, or credit weeks. In brief, the credit
week creates confusion for claimants and employers and consumes significant administrative
time and resources better spent processing claims. Additionally, a high percentage of monetary
appeals stem from credit week issues.



Eliminating the credit week would streamline the claims process and save money through
greater administrative efficiency—fewer investigations, fewer calls, fewer appeals.

Third, removing the language in the UC Law that reduces benefits if the claimant has received
severance pay in excess of 40 percent of the PA average annual wage would create efficiencies.
Unemployment compensation benefit reductions for severance pay cause numerous delays
when administering benefits. Claims with severance pay require extensive staff handling and
few claimants receive enough severance pay (40% of the PA average annual wage, or
$22,595.88) to reduce their weekly benefit. Nevertheless, the language in the UC Law requires a
time-intensive investigation by UC staff whenever a claimant reports severance pay, which
invariably delays much-needed benefit payments to eligible claimants and rarely results in a
reduction of their weekly benefit amount.

Additionally, claimants experience significant confusion over what payments are considered
severance pay or how severance pay will affect their benefits. Confused claimants call, email,
and use the chatbot to pose questions, further adding to the volume of inquiries. Often, the
severance pay benefit reduction issue can be so confusing to claimants that they provide
incorrect information, which then requires UC staff to manually correct their initial and bi-
weekly claims. Currently, UC staff field approximately 2,000 inquiries weekly related to
severance pay and spend over 300 hours answering those questions. In brief, severance pay
causes substantial confusion for claimants and significant delays in benefit processing because
UC staff must conduct time-consuming investigations, while the deductions are rarely large
enough to require a benefit deduction.

Federal law allows states broad latitude when considering (or not considering) severance pay
and benefit amounts. States are not required by federal law to reduce benefits or consider
severance pay in income when determining financial eligibility. Several of the states
neighboring Pennsylvania and comparable to Pennsylvania in size and economy already do not
require severance pay deductions, including California, Massachusetts, Missouri, Kentucky,
Illinois, New Jersey, and West Virginia. By removing the severance pay provisions from the UC
Law, claims can be processed faster, with less confusion experienced by claimants, and more
staff time will be available for processing claims and helping people. In a quote "normal year"
like 2016, 2017, 2018, or 2019, our estimates are that eliminating the severance pay reduction
would increase claimant benefits by between $11and 13 million annually. For this past year,
the severance pay reduction reduced claimant benefits by $42.4 million, or 0.64% of all regular
UC benefits disbursed in 2020.

Fourth, it would be beneficial to the UC program to consider some changes to the Shared Work
provisions of the UC Law. Suggested changes should make the program easier for employees to
use and should reduce layoffs by making it easier for employers and employees to reduce hours
and collect partial unemployment compensation benefits during downturns while maintaining a
strong connection to their respective employers.



The real advantage of shared work is that it allows employers to retain their workforce during a
temporary slowdown. In 2020, a record 229 businesses used shared work to retain over 6,000
workers. Instead of laying off any employee completely, employers can temporarily reduce
their workforce's hours equally. Employees in the Shared-Work plan receive a percentage of
the UC weekly benefit rate and work a reduced schedule, protecting them from the financial
hardship of a full layoff. Shared work has been proven an effective tool in reducing layoffs,
saving businesses money, and increasing workers' "stickiness" to the labor market. During
economic downturns, shared work spreads the sacrifice across the labor force instead of
concentrating it on a few (or many) individuals who are laid off. When business rebounds,
employers incur significant advertising, training, background check and other costs in hiring
workers to replace those laid off, but shared work avoids those costly outlays because the
original employees have been retained. And finally, we know that a worker who maintains their
connection to the workforce through shared work will rely less on unemployment
compensation, will not require workforce services or retraining, and will be well placed to
contribute to and accelerate the economic recovery—for the business, for the commonwealth,
for the nation—when it begins.

Amending the Shared Work section of the UC Law to allow for backdating of approved shared
work plans would make shared work a more attractive alternative to layoffs. Currently, the law
requires that L&l has two weeks to approve a filed shared work plan before the plan then
becomes effective the Sunday after L&l approves it. During that two-week interval, businesses
may be faced with time-sensitive, bottom-line decisions that could put them in the difficult
position of considering layoffs before they know their shared work plan has been approved and
becomes effective. Additionally, employees may lose a week or two of benefits while we are
handling applications. We recommend changing the UC law so that shared work plans are
effective for the week they are submitted, just like a regular UC claim, and are then backdated
after receiving departmental approval.

Fifth, Pennsylvania should align its definition with the federal definition of UC Trust Fund (UCTF)
solvency. Currently, the Pennsylvania definition of solvency looks at the last three years of
benefit payments. This definition of solvency is not tied to what demands were placed on the
UCTF in previous recessions. Practically, this means that the UCTF was considered "solvent"
based on 2017, 2018, and 2019 benefit payments, a period of time when Pennsylvania
unemployment reached a historic low and UC claims were at their lowest levels in over twenty
years. This definition of solvency reflects the health of Pennsylvania's recent economy and does
not consider what the UCTF needs to help Pennsylvanians in a recession. This definition means
that the UCTF can reach solvency not by being better prepared to meet claimants needs during
a recession, but simply by having the Pennsylvania economy enjoy a few good years with
relatively low unemployment.

On the other hand, the federal definition of solvency considers the three highest payout years
in the last 20-year period, making it more likely that the Trust Fund can weather the demands



of an economic downturn. To compare the two solvency definitions, before the pandemic,
Pennsylvania's solvency definition considers unemployment benefit payments between 2017
and 2019, when L&l received 1,370,676 new claims. If Pennsylvania used the federal definition,
however, the years used to calculate solvency would have been 2009, 2010, and 2011, when
L&l received 2,545,857 new claims.

The federal definition of solvency is based on the reserve ratio of the state (the UCTF amount
divided by the state's total wages paid in the year), the benefit cost rate (amount of benefits
paid by the UCTF divided by the state's total wages paid in the year), and the average high cost
multiple (the average of the three highest benefit cost rates in the last twenty years divided to
the reserve ratio). The federal definition considers UCTFs with an average high cost multiple
above 1.0 to be at the minimum level needed to maintain solvency through a recession.

At the beginning of 2020, the financial position of the UCTF continued to improve, and meeting
the 250% solvency threshold determined by the UC Law seemed possible. According to the
federal definition, however, Pennsylvania's average high cost multiple in February 2020, just
before the pandemic, was 0.65, well below the 1.0 bare minimum required to maintain
solvency through a recession. The last time Pennsylvania's UCTF exceeded the minimum
threshold for solvency according to the federal definition was 1971.

Aligning the solvency definition within the Pennsylvania UC Law to the USDOL's will ensure the
UCTF is healthy and able to weather future economic downturns without the need to borrow
from the Federal Unemployment Account (FUA). This, in turn, will save employers money
because they will not need to pay increased UC taxes to pay off the accrued debt and interest.
If Pennsylvania does not adopt the federal definition of solvency, the UCTF will continue to
collapse quickly into crisis whenever an economic downturn arrives because the state's
definition is tied to overall economic health and not to the needs of unemployed
Pennsylvanians during recessions.

I would be remiss if I did not mention the current loan from the US Department of Labor that
the department began drawing down in September 2020 so that we could continue paying
benefits to regular UC claimants. As of February 16, this loan amounted to $1,137,942,464. The
CARES Act and the Continued Assistance for Unemployed Workers Act passed in December
2020 provided that this loan is interest-free, and we are hopeful that future legislation now
being considered by Congress will extend the interest-free period well into 2021. Additionally,
we are aware of deliberations ongoing in Washington about converting state UC loans received
from USDOL to grants that will not require repayment. Such a conversion would save
Pennsylvania workers and businesses tremendously. That said, I look forward to working with
you and your colleagues over the months and years ahead to restore the UCTF to solvency after
it has helped so many Pennsylvania workers survive this difficult year.



Sixth, you may recall that in my first testimony before this Committee, I indicated an important
lesson regarding staffing levels. As I stated then and will repeat now, keeping staffing at a bare
minimum at the UC Service Centers is an invitation for disaster. During the past year, we have
witnessed firsthand how claimants have suffered the delays in Pennsylvania's UC system that
result when we must wait for federal funding before adjusting our staffing levels to meet the
needs of a crisis. Federal funding is not only slow to arrive, it is also slow to ramp up, both in
terms of speed to meet the need and of scale to meet the scope of the crisis.

Thankfully, the availability of SHF funds allowed us to begin ramping up staffing quickly,
including hiring outside contractors,while also continuing to make progress on Benefits
Modernization. We are prudent and judicious about spending our SHF Administration funds
because we know they are limited and timebound. Our ability to meet customer demand,
however,both now and for the foreseeable future,will almost certainly require additional state
funding support so that we can flexibly staff up and meet customer demand in ways that
federal funding cannot support. There is no greater compelling case for additional state funding
support than the last year -without SHF funds,I can guarantee you that our response to the
unemployment crisis would have been far slower. I would like to continue to work with this
Committee to assess and legislate potential future levels of state administrative and technology
infrastructure funding for our UC program that 14 other states provide.

Finally, as you are aware, we anticipate going live with the modernization of the UC benefits
system, or BenMod, in the very near future. We look forward to working with you on
introducing and enacting the enabling legislation very soon.
These recommendations align with our priorities at L&l for UC: ensuring that each and every
claimant receives the benefits for which they are eligible and deserve as fast and as accurately
as possible, minimizing claimant confusion, while preparing our systems for the storms of
tomorrow. We believe Flouse Bill 549 contains many of the necessary reforms needed to
simplify the claims process, stabilize the UC Trust Fund long term, and improve customer
service.
Like you and like claimants across Pennsylvania,we are aware of our shortcomings. But I would
do a disservice to our staff if I did not acknowledge their sacrifice and service to keep this
system alive, to expand it, and to improve it with the input of you,your staffs, and our
customers, the people of Pennsylvania.
I have tried to come up with an analogy to convey clearly what the UC division has done this
past year. The best I can come up with is this: the UC system is an old workhorse who has
pulled a wagon for passengers through town for decades. Each year, people get on, ride for a
bit, and they get off. Sometimes, the wagon load causes the old workhorse to strain and bite
down hard on the bit,but it keeps the wagon moving.



This year, more people than ever before climbed into the wagon and the old workhorse pulled,
but it needed help. Some people pushed from behind to get it moving, changed the horse's
shoes while it was in stride, fed and watered and groomed it while it was in motion, made sure
the passengers were safe getting on and off the wagon all whilst it was pushed to move faster
and faster and faster. The passengers got where they were going, perhaps not as fast as they
had hoped,but the old horse and the people helping it ensured they reached their destination.
The old workhorse is our UC system. Its IT infrastructure is antiquated and we are working to
modernize it imminently, but it is what we have right now. It has held up, it has done the job,
but not without tremendous assistance and ingenuity from UC staff working overtime and
through holidays; not without the extra hands and collaboration of our union employees,
sibling agencies,and contractor partners;not without the constructive feedback from our
partners throughout state government who have pitched in and pushed us uphill when we
needed it most, including you and your staffs; and certainly not without the patience and
perseverance of the claimants who depend on us and who we are honored to serve.
We will continue working for the people of Pennsylvania. It is a high honor and a great
responsibility. We will keep answering the phones, responding to emails, processing the claims,
answering the questions,and figuring out how to make this system work better for the
claimants of today and the claimants of tomorrow. Other states have shut down their phones
or placed limits on the number of claims their systems will process in a day. We have not. We
will always keep moving forward for your constituents and our fellow citizens, straining against
the harness to keep this wagon moving.
Thank you, and I look forward to your questions.


