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Between Rock Bottom and a Hard Place

As the recovery falters, state and federal governments are
reducing benefits for the unemployed.

KAT AARON | June 7, 2011 | web only

Last week, the housing market took
another dive. Unemployment
remained at about 9 percent, where
it's hovered since January, and the
economy added just 54,000 jobs --
far fewer than expected. The private
sector added 83,000 new jobs, but
continued government layoffs pushed
the net number down.

But you won't hear much about the
housing and hiring crisis from
politicians in Washington and in
statehouses across the country, which
remain focused on cutting deficits
rather than addressing -- or even
mentioning -- these problems. They
are cutting programs meant to jump-
start the economy as well as
programs on which struggling people
depend: unemployment benefits,
welfare benefits, retraining funds,
and child-care subsidies. This will leave American workers across the
country stranded and could hamper the faltering recovery.

Cuts to unemployment benefits

Unemployment benefits are on the chopping block, at both the state and

federal levels. They're certainly not cheap: With 14 million people officially

unemployed as of May, the price tag for unemployment benefits is Also by Kat Aaron:
projected at $129 billion for 2011, according to a report from the Pew
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Fiscal Analysis Initiative. Since the recession, benefits have been extended 99 Weeks of Problems
to a maximum of 99 weeks, thanks to both federal and state add-ons.

A Crisis by the Numbers
Now, as the Huffingon Post's Arthur Delaney has extensively tracked,

many states are cutting back. Michigan, Missouri, and Arkansas have An Anti-Redlining Law Gets a
shrunk the number of weeks people can receive state aid. A similar bill in Makeover

Florida awaits the governor's signature, and more states are likely to

follow. And the federal bills creating the 99 weeks max all expire at the More...

end of 2011, so people still unemployed come January will be abruptly
bumped down to their state limits.

"If we withdraw these unemployment benefits that families need and rely
on and that are pumped back into local economies, that might do more
harm than good," says Christine Owens, executive director of the National
Employment Law Project. For every dollar spent on unemployment
benefits, two dollars in economic growth are generated, Owens says, citing
Department of Labor research. The cuts are "likely to have a negative
impact on the economic recovery, not to mention the impact on the
families that are losing the support they need."”

Retraining programs

Government spending can also help people get hired for the jobs that are
available -- some 3.1 million as of March. Employers consistently
complain that there's a mismatch between workers' training and the jobs
on offer, says Rachel Gragg, federal policy director at the National Skills
Coalition, which advocates for job training. Job training can help people
move from one industry or another and also help the long-term
unemployed regain any skills they've lost.

But Congress cut more than $1 billion from job training in the current
budget, leaving the assortment of programs with about $6.5 billion in
funding. The original budget passed by the House had more than $4
billion in cuts, and Gragg expects to see similarly deep cuts proposed for
fiscal 2012. "If the assumption is that as part of an economic recovery,
we're going to bring jobs back on line, we need to make sure people have
the skills for those jobs," she says.

Retraining is also the idea behind the Trade Adjustment Act, which
provides training support for people who lose their jobs to international
trade. But the TAA too has turned into a budget battleground. Since the
program's inception in 1974, it has exclusively served workers in "article
producing” industries -- people who make objects. The stimulus act made
retraining available to people in the service sector for the first time:
workers in call centers, back-office support, computer programmers. It
also expanded the program to people who lose jobs to China and India,
not just countries where the U.S. has a trade deal. Tens of thousands of
newly eligible workers applied for aid. That expansion ended in February,
with legislators saying it's too costly to continue. The administration is
battling this one out with Congress, holding up pending trade agreements
with Korea and Colombia unless the expanded training gets reinstated.

Shrinking assistance to families

People who can't find work, with or without training, and who exhaust
unemployment benefits will find that the programs formerly known as
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welfare are shrinking as well. The total funding for the federal Temporary
Assistance to Needy Families (TANF) program was $16.8 billion in 2011, a
drop of almost 15 percent from the two prior years. Four states and D.C.
have cut monthly TANF benefits, says LaDonna Pavetti, an expert on
family support programs with the Center on Budget and Policy Priorities.
The benefits aren't huge to begin with; states give a median of $400 a
month for a family of three, she says, and some give far less. TANF is "a
weak safety net getting weaker," Pavetti says.

Parents who are lucky enough to find work won't be as able to depend on
government child-care programs, either. The stimulus act added $1 billion
for child-care assistance to the $12 billion provided by TANF and the
Child Care and Development Block Grant; just $100 million of the boost
made it into the new federal budget. In response, states have cut the
number of children receiving care and the reimbursements to child-care
providers. Waiting lists have exploded. The impact is immediate, says
Helen Blank, an expert on child-care with the National Women's Law
Center. "Low-income parents are just one unstable child-care
arrangement away from losing their job or having to drop out of school,"
Blank says. And the cuts ripple out beyond the family. When parents can't
pay for care, child-care providers lose their jobs.

That's not all. Because of the funding cuts, states are reducing other
supports such as the earned income tax credit, subsidized jobs programs,
and small lump sums for things like back-to-school clothes, Pavetti adds.
States are also tightening lifetime limits on benefits, dropping the
maximum number of weeks people can get cash assistance. "We are
expecting by the end of this we will see more cuts," she says. The House
committee responsible for child-care allocation is taking 2004 spending
levels as a starting point for its fiscal 2012 budget, Blank adds.

With a projected deficit of $1.5 trillion in 2011, these cuts might seem
inevitable. But this isn't just an issue of balancing a ledger, because
America has wealth to draw on. Corporate profits are 20 percent higher
than they were before the recession. And per-capita income is growing
steadily, too: It's projected to grow more than 60 percent over the next
three decades, just about as much as it did over the last 30 years. If
corporations are clearing double-digit profits and incomes are on the rise,
why is the federal government so broke? "There's no fundamental
economic issue here," says Lawrence Mishel, president of the Economic
Policy Institute. "It's just a matter of politics and policies that are making
government less able to provide."”
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Kat Aaron is a project editor at the Investigative Reporting Workshop at
American University.

The Prospect tries to foster a constructive, respectful dialogue in its comments.
Disagreement is permitted; incivility is not. Please refrain from personal attacks
and name-calling.



http://www.cbpp.org/cms/?fa=view&id=3345
http://cbo.gov/ftpdocs/120xx/doc12039/01-26_FY2011Outlook.pdf
http://www.epi.org/publications/entry/were_not_broke_nor_will_we_be

	prospect.org
	Between Rock Bottom and a Hard Place




