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Executive Summary

This report examines the role of unemployment insurance (UI) in mitigating the financial impacts of job loss, one of the 
most common economic shocks that families experience. Using an anonymized sample of 160,000 Chase customers, this 
study provides a first-ever look into comprehensive and high frequency measures of spending behavior over the course 
of an unemployment spell among a large sample of UI recipients. With just 27 percent of the unemployed receiving UI—a 
record low recipiency rate—and the rapid growth of the contingent workforce, this report provides a critical fact base to 
inform efforts to reform UI and to redesign the social safety net for the 21st century. 

Key Findings

1. UI softens the drop in family income due to job loss from roughly $1,826 a month—a 46 percent drop in monthly
income—to just $617 a month—a 16 percent drop.

2. Spending drops by just 5 percent upon job loss because UI benefits boost spending dramatically, averting 74 percent
of the potential drop absent UI.

3. Spending declines coincide with income losses. Income and spending recover within 18 months for the short-term
unemployed but remain depressed for the long-term unemployed. When UI benefits are less generous, the long-
term unemployed experience more economic hardship but also go back to work sooner.

4. Among all UI recipients, job loss causes a drop in discretionary spending and student loan payments, but the long-
term unemployed cut nearly every category of spending when UI runs out.

5. Families with high liquid assets reduce their spending upon job loss by roughly half as much as families with low
liquid assets.

Spending recovers within 18 months for short-term
unemployed but remains depressed for long-term unemployed*
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UI benefits avert 74 percent of the spending drop from job loss
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* Reflects UI benefit recipients in states with maximum benefit duration of 6 months
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* This report builds on a recent academic paper written independently by Peter Ganong
and Pascal Noel How Does Unemployment Affect Consumer Spending?

http://scholar.harvard.edu/files/ganong/files/ganong_jmp_unemployment_spending.pdf


Introduction

The experience of unemployment is nearly universal. Surveys show that over 90 percent of baby boomers have had at least one 
unemployment spell, and, every year, about one in four working adults experience a period of joblessness. These individuals face a 
substantial income loss. In Paychecks, Paydays, and the Online Platform Economy, we documented the high degree of income volatility 
that families experience. Unemployment insurance (UI) benefits provide wage replacement for individuals in the event that they 
lose their job. In this report, we evaluate the role that UI plays in mitigating the financial impacts of job loss, which is a key source of 
income and expense volatility. Our report is a first-ever look into comprehensive and high frequency measures of spending behavior 
among a large sample of the unemployed in the US.1

Although the UI system is intended to protect workers against the consequences of job loss, most unemployed workers do not 
receive UI. Roughly 90 percent of workers have the types of jobs that make them eligible for UI, but many unemployed people are still 
ineligible for a variety of reasons.2 Other unemployed people have already exhausted their unemployment benefits. In total, just 27 
percent of unemployed people nationwide, roughly two million individuals a month, received unemployment insurance in 2015. This 
is the lowest recorded recipiency rate since World War II.3 In some states with particularly restrictive eligibility requirements, such as 
Florida, Georgia, and Louisiana, fewer than 15 percent of jobless workers received UI in 2015, compared to more than 70 percent in 
North Dakota. The level and duration of unemployment insurance benefits also varies by state.4 These benefits are typically intended 
to replace 30-50 percent of pre-tax wages on a weekly basis for up to six months or until the individual finds another job.

With the rapid growth of independent contractors, record low labor force participation rates, and an increase in the share of total 
unemployed who are long-term unemployed, the fraction of Americans working in traditional W-2 employee arrangements with 
eligibility for benefits, such as UI, is shrinking. These trends have stirred lively debates about the future of work and how the social 
safety net might be redesigned for the 21st century.

This report informs three key debates regarding UI reform and the social safety net more broadly. First, there have been recent 
policy proposals to expand coverage of UI benefits to part-time workers and those who must leave a job due to compelling family 
reasons or family illness. We contribute to this debate by estimating how much of the potential spending drop from unemployment 
is averted by UI based on a comparison of UI recipients in states with high versus low UI benefits. Second, in the wake of the 
Great Recession some states have cut maximum benefit durations below the traditional 26-week norm. In response, advocates 
have proposed a federal requirement that states offer up to 26 weeks of benefits. We can assess the impact of this proposal by 
comparing the spending trajectory in Florida—which offered 14 weeks of benefits in 2015—to spending trajectories in states that 
offer 26 weeks of benefits. Finally, some proposals seek to make the social safety net more portable, by, for example, establishing 
“individual security accounts” based on pro-rated employer contributions. We explore how liquid assets levels—a proxy for the 
potential safeguard of individual security accounts—are correlated with spending levels after job loss.

Our dataset offers good coverage of the financial lives of UI recipients.5 From a universe of 28 
million Chase checking account customers we rely on an anonymized sample of 160,000 
regular Chase customers who received unemployment insurance between 2014 and 2016 
across 18 states. To be eligible for UI benefits, a claimant needs substantial work history 
in the prior year. As a result, the typical UI recipient is a middle-income household 
with a bank account.6 Subjects in our dataset who receive direct deposit of their UI 
benefits have similar incomes, spending levels, ages, and checking account balances 
to external benchmarks from public use datasets, suggesting that our results here are 
likely to generalize to all UI recipients.

Every year, 
about one in 

four working adults 
experience a period 

of joblessness.

3
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Introduction
RECOVERING FROM JOB LOSS: THE ROLE OF UNEMPLOYMENT INSURANCE

Our results show that UI is remarkably effective at preventing large spending drops 
among the short-term unemployed. We organize our results into five findings. First, UI 
softens the drop in family income due to job loss from roughly $1,826 a month—a 46 
percent drop in monthly income—to just $617 a month—a 16 percent drop. Second, 
spending drops by just 5 percent upon job loss because UI benefits boost spending 
dramatically, averting 74 percent of the potential drop absent UI. Third, spending 
declines coincide with income losses. Income and spending recover within 18 
months for the short-term unemployed but remain depressed for the long-term 
unemployed. When UI benefits are less generous, the long-term unemployed 
experience more economic hardship but also go back to work sooner. Fourth, among 
all UI recipients, job loss causes a drop in discretionary spending and student loan 
payments, but the long-term unemployed cut nearly every category of spending when 
UI runs out. And finally, families with high liquid assets reduce their spending upon job loss 
by roughly half as much as families with low liquid assets.

UI is remarkably 
effective at preventing 
large spending drops 
among the short-term 

unemployed.

Data Asset

From a universe of 28 million Chase checking account holders, we assembled an anonymized sample of 160,000 families 

across 18 states who met the following five criteria.

1. Received direct deposit of their first UI check after December 2013 and their last UI check before June 2015

2. Received UI for six or fewer contiguous months

3. Experienced one spell of receiving UI benefits7

4. Live in states that offer 26 weeks of UI benefits. In Finding 3, we compare this group to UI recipients in Florida where 
benefits lasted 16 weeks in 2014 and 14 weeks in 2015

5. Have at least five outflows out of their checking account in the three months prior to and after UI receipt

Among our sample, median earnings among families that received UI benefits was $4,540, roughly comparable to the 
national median of $5,106. Among the families in our sample, we studied income and spending by analyzing inflows 
and outflows out of the checking account as well as on Chase debit and credit cards. We defined income as all inflows 
which are not explicitly categorized as transfers from other financial accounts, and we rescaled take-home labor 
income into pre-tax dollars. We defined spending to include debit card expenditures, Chase credit card expenditures, 
consumer debt payments (mortgages, auto loans, non-Chase credit cards, and student loans), bills (e.g. electricity, 
cable, insurance) and cash withdrawals from the ATM. 
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Source:  JPMorgan Chase Institute
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Findings

Finding 
One

UI softens the drop in family income due to job loss from roughly $1,826 
a month—a 46 percent drop in monthly income—to just $617 a month—a 
16 percent drop. 

Unemployment causes a large—though usually short-lived—drop in labor income. Figure 1 shows labor income, government income, 
and total income for UI benefit recipients in the six months prior to and 24 months after the first month in which they received 
UI. Upon job loss, which typically occurs one month before the first receipt of UI benefits, take-home labor income for the typical 
family falls by $1,826, a 46 percent drop in total income.8 In aggregate, unemployment insurance offsets $1,197 of that income loss, 
replacing 66 percent of the lost $1,826 of labor income.9 Once UI benefits are taken into account, average total income falls by $617, 
a 16 percent drop, upon job loss. Mean total income begins to recover after reaching its lowest point seven months after the first 
receipt of UI, but does not return to pre-job loss levels within our two-year time frame. The gradual recovery in labor income shown 
in Figure 1 largely reflects a growing share of that population finding new jobs.

Figure 1: Labor income drops by $1,826 upon job loss, and unemployment benefits offset 66 percent of drop in total 
income in the first six months

UI benefits avert 
74 percent of the 

spending drop 
from job loss.

5
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Source:  JPMorgan Chase Institute
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Finding 
Two

Spending drops by just 5 percent upon job loss because UI benefits boost 
spending dramatically, averting 74 percent of the drop.

Job loss (t=-1)

The path of spending mirrors the path of income in the wake of an unemployment spell (Figure 2). However, the impact on spending 
is much smaller than the impact on income. While total income drops by 16 percent upon job loss, spending drops by just 5 percent in 
aggregate upon job loss—just $182. Spending drops by a total of 8 percent at its low point seven months after first receiving UI before 
almost fully recovering 24 months after first receiving UI (Figure 2).10

Figure 2: Spending drops by less than income, and neither recover within our two-year timeframe

Families that receive UI in states with relatively more generous UI benefits experience a smaller decrease in spending during 
unemployment. To estimate the impact of UI benefit levels on spending, we compare states with high UI benefits, where benefits 
replace 40 percent of total family income, to states with low UI benefits, where benefits replace 34 percent of total family income.11 
In high-benefit states, families receive an extra $227 per month in UI benefits and show a $82 smaller drop in spending at start of 
unemployment (Figure 3). Put differently, people in states where UI benefits are $1 higher have a 36-cent smaller drop in spending 
at the start of unemployment. This cross-state comparison between high- and low-benefit states suggests that UI benefits play an 
important role in cushioning the impact of unemployment on not just income but also spending.
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Figure 3: UI recipients in high benefit states decrease their spending less than UI recipients in low benefit states

Source:  JPMorgan Chase Institute
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To assess what the path of spending might have been for a worker who did not receive UI benefits, we extrapolate from cross-state 
differences in UI benefit levels. First, as stated above, we note that states that paid $227 less in benefits had a $82 larger drop in 
spending, suggesting that people spend 36 percent of received UI benefits. Second, we apply that percentage to the full amount 
of monthly UI benefits: if people spend 36 percent of the full $1,423 monthly benefit, that means that UI benefits boost their total 
spending by $516. Put differently, in the absence of UI, they would have spent $516 less (36 percent of $1,423) upon job loss. Third, 
we observe that in fact spending only dropped on average by $182 upon job loss among people who did receive the UI benefit. We 
deduce that, absent the UI benefit, spending would have dropped by $698 ($516 plus $182).

UI is highly effective at cushioning the short-term blow from job loss. In percentage terms, as a result of UI benefits, total income 
dropped by just 16 percent instead of 46 percent, and spending dropped by 5 percent instead of 19 percent. Therefore we conclude 
that UI benefits mitigated 74 percent of that potential spending drop upon job loss.12

Figure 4: UI benefits reduce the spending drop associated with job loss by 74 percent

Source:  JPMorgan Chase Institute

Change in income and spending upon job loss, in dollars and as a percent of total*

Predicted change upon job loss absent UI Impact of UI Actual change upon job loss with UI
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* Changes in income and spending upon job loss are measured as the change between three months prior to receipt of the first UI check and one month after receipt of the first UI check.
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* In most states, UI benefits last for 26 weeks (or 6 months). This chart displays the distribution of months of UI benefits received across all states in our sample regardless of the 
maximum UI benefit duration. Since UI benefits are paid on a weekly basis, months are approximated as follows: month 1 includes weeks 1–4; month 2 includes weeks 5–8.5; month 3 
includes weeks 8.6–13; month 4 includes weeks 14–17; month 5 includes weeks 18–21; month 6 includes weeks 22–26.

Source:  JPMorgan Chase Institute

Distribution of the number of months of UI received*
(percent of UI recipients in months with six months of UI benefits)
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Finding
Three

 
Spending declines coincide with income losses. Income and spending recover 
within 18 months for the short-term unemployed but remain depressed for the 
longer-term unemployed. When UI benefits are less generous, the long-term 
unemployed experience more economic hardship but also go back to work sooner.

Most unemployment spells are short-term, lasting less than six months. UI is paid on a weekly basis until the individual finds another 
job, and so UI durations can be used to measure how long it took a jobseeker to find a job. Among our sample of UI recipients in states 
that offer six months of UI benefits, 23 percent of recipients find a job within the first month and therefore receive UI benefits for one 
month or less, 18 percent receive UI for two months, 13 percent for three months, 9 percent for four months, and 10 percent for five 
months. The remaining 27 percent remain unemployed for six months or longer and exhaust their UI benefits (Figure 5).

Figure 5: Over one in four UI recipients exhausts their UI benefits

UI does a good job of cushioning the blow of job loss for the short-term unemployed, but not the long-term unemployed. Those 
who find a job within six months experience less dramatic and shorter-lasting drops in income (Figure 6). Their income recovers 
completely within 18 months, possibly because the short-term unemployed are able to be more selective and take high-quality, high-
wage jobs. The long-term employed, roughly one in four UI recipients who take longer than six months to find a job, exhaust their UI 
benefits and their income recovers much more slowly.

Spending drops are also more dramatic for the long-term unemployed than for the short-term unemployed. Among individuals 
unemployed for fewer than six months, spending drops by 6 percent upon job loss and begins recovering immediately with full 
recovery by month 16. For those unemployed longer than six months, spending drops by 4 percent upon job loss. Spending drops in 
total 17 percent by month seven when UI benefits run out, after which spending begins to recover but does not return to pre-job loss 
levels within our two-year timeframe.
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Figure 6: UI benefits provide good insurance against short-term unemployment but are less effective for long-term 
unemployment

* Reflects UI benefit recipients in states with maximum benefit duration of six months. Source:  JPMorgan Chase Institute
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Cumulative losses in income and spending are at least four times greater for those who remain unemployed after six months compared 
to those who find a job within six months (Figure 7). UI recipients who find a job within six months experience a cumulative labor 
income loss of $8,938, and, once UI benefits are taken into account, $4,748 or just over one month’s worth of income. Cumulatively, 
these individuals cut spending by roughly one-half of one month’s worth of spending. UI recipients who remain jobless after six 
months experience a much larger cumulative labor income loss of $32,669 and, once UI is taken into account, $21,217 or over five 
months' worth of income. This translates into more than two months' worth of lower spending over the two-year timeframe.

Figure 7: Cumulative losses in income and spending are four times greater for those who remain unemployed after six 
months compared to those who do not find a job within six months.

Source:  JPMorgan Chase Institute
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Additional evidence that UI benefits directly affect income and spending during unemployment comes from a comparison of Florida 
with other states. Among states in our sample, Florida offers uniquely low unemployment insurance benefits: the maximum benefit 
duration is tied to the unemployment rate and was 16 weeks in 2014, 14 weeks in 2015, and 12 weeks in 2016; and real benefit 
levels have fallen by one-third since 2002. Figure 8 compares income and spending of UI recipients who exhausted UI benefits in 
Florida, which paid a maximum of just 14 weeks of benefits in 2015, to those in states that offer 26 weeks of UI benefits but who 
received UI for at least 14 weeks. UI benefits are also considerably lower in Florida ($1,010) compared to other states ($1,423). As 
a result, average incomes in Florida fall more precipitously upon job loss but they start to recover four months after the start of 
UI benefits, whereas they start to recover after six months in other states. Thus the timing of income recovery coincides with the 
length of UI benefits.

The depth and timing of spending cuts across states closely follow the path of income. In Florida, UI recipients cut their spending by 
13 percent immediately upon job loss compared to just 5 percent among individuals in states with six months of UI benefits. When UI 
benefits run out, recipients make further cuts to their spending totaling 20 percent in month four in Florida and 12 percent in month 
six in other states. The cumulative loss of spending in the 18 months after UI receipt is considerably larger in Florida (2.6 months 
worth of spending) to other states (1.7 months worth of spending).

Florida’s less generous unemployment benefits, in terms of both level and duration, seem to result in a spending drop that is 49 
percent bigger than the typical state.13 Despite these deeper cuts in income and spending in Florida, income and spending exhibit 
similar recovery paths after 12 months. This cross-state evidence suggests that the faster reemployment in Florida does not 
necessarily lead to improvements in job quality.

Figure 8: Spending drops sharply, but income recovers, when UI benefits end—after 14 weeks in Florida and after 26 
weeks in other states

* In Florida UI benefits lasted 16 weeks in 2014 and 14 weeks in 2015. To ensure comparability between samples, this chart compares people who exhausted UI benefits in Florida
(i.e. received 14 weeks of benefits) to those in states that o�er 26 weeks of UI benefits who received UI for at least 14 weeks. 

Source:  JPMorgan Chase Institute
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Findings
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Source:  JPMorgan Chase Institute
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Finding 
Four

Among all UI recipients, job loss causes a drop in discretionary spending 
and student loan payments, but the long-term unemployed cut nearly every 
category of spending when UI runs out.

At the onset of unemployment, discretionary spending drops sharply. Spending on flights and hotels, restaurant and entertainment, 
retail, and transport, drops by 9 percent or more (Figure 9). A decreased need for spending on work-related items helps to explain 
these patterns. When someone stops working, they no longer need to pay every day for expenses like gas to get to work and buying 
food at the cafeteria. Among all UI recipients upon job loss, spending on non-work related goods such as groceries and utilities drops 
modestly. Payments to insurance companies and out-of-pocket medical expenses actually increase upon job loss, possibly due to the 
expiration of employer-sponsored medical benefits.

Figure 9: Job loss causes a drop in discretionary spending and student loan payments, but the long-term unemployed also 
cut essentials when UI runs out.

UI recipients who do not find a job within six months and exhaust their UI benefits face serious material hardship. In Figure 9 we 
aggregate the drop in spending from the onset of UI with the additional drop in spending that occurs when UI benefits run out. People 
make more dramatic cuts to discretionary spending categories by the time UI benefits have run out: spending on flights and hotels, 
restaurants and entertainment, retail, and transport falls by 19 percent or more. However, people also cut essentials by the time UI 
benefits have run out—their spending on groceries falls by 15 percent, and even medical expenditures drop by 24 percent.14

UI recipients do not cut back on most types of debt payments upon job loss. Eventually, the long-term unemployed make modest cuts 
to payments on their credit cards (17 percent), auto loans (9 percent), and mortgages (6 percent) when UI benefits run out. The major 
exception is student loan payments, which fall by 7 percent upon job loss and 27 percent among the long-term unemployed once UI 
benefits expire. One possible explanation is that the consequences of mortgage and auto delinquency (repossession) and credit card 
delinquency (loss of a liquid buffer) are more severe than the consequences of student loan delinquency. In addition, income-based 
repayment policies may allow people in some states to suspend or reduce their student loan payments when their income drops.
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Source:  JPMorgan Chase Institute
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Finding 
Five

Families with high liquid assets reduce their spending upon job loss by 
roughly half as much as families with low liquid assets.

Spending drops by much less than total income at job loss (5 percent compared to 16 percent), so how do families make up the 
difference? We see some evidence that people are using more credit products but not enough to make up the full difference. As 
mentioned above, debt payments decline only modestly. On average, people borrowed $19 more per month on credit cards during 
UI receipt. Since people are not using formal credit, they must be drawing down on their liquid assets or borrowing from within 
their social networks. In fact, during UI receipt, checking account balances drop by $43 per month. Inflows from external accounts 
increase by $16 per month—representing either transfers from a family’s non-Chase account or contributions or loans from 
friends and family. It is possible that families are using unobserved resources to sustain their spending during unemployment. 

We explore the use of private funds as a proxy to understand what it might mean for individuals if they had access to more 
portable benefits such as individual security accounts. Liquid assets partially mitigate the spending drop associated with job 
loss. We measure a family’s liquid asset buffer as the ratio of their estimated liquid assets to their monthly spending prior to 
unemployment and group families into terciles. Figure 10 illustrates income and spending for families with different asset buffers. 
The income loss from unemployment across asset groups is quite similar, but liquid asset holdings are strongly correlated with 
the extent of the drop in spending. Upon job loss, families with low liquid assets (in the bottom third in terms of liquid assets) cut 
their spending by 8 percent, while people with high liquid assets cut their spending by just 4 percent. The spending patterns of 
these groups diverge further when UI benefits run out—families with low liquid assets cut their spending by a total of 13 percent 
compared to a total of just 5 percent among families with high assets.

Figure 10: Although income recovers at a similar speed for families with high and low liquid assets, liquid assets cushion 
the drop in spending at job loss and when UI benefits run out
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How effective are liquid assets at helping to smooth consumption? As a point of comparison, according to the 2013 Survey of 
Consumer Finances, among employed households with a checking account moving from the bottom tercile to the top tercile in liquid 
assets is associated with having roughly $30,000 more in liquid assets. Applying our estimates of spending among UI recipients 
in the bottom- and top-terciles of liquid assets within the Chase sample to the national distribution of liquid assets implies that a 
$30,000 increase in liquid assets would yield the same improvement in consumption smoothing as $227 more in UI benefits per 
month.15 Put differently, a $100 increase in UI benefits has the same effect on spending as an additional roughly $8,000 in liquid 
assets. Although the relationship between asset holding and the spending drop is not necessarily causal, this calculation implies that 
UI benefits are more effective than liquid asset holdings at smoothing spending during unemployment.

In states that offer six 
months of UI benefits, 27 

percent of recipients remain 
unemployed for six months 

or longer and exhaust 
their UI benefits.

Liquid assets partially 
mitigate the spending 

drop associated with job 
loss, but promoting liquid asset 
accumulation is unlikely to be 

a sufficient path to helping 
people smooth spending 
during unemployment.
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Implications for Policy

Studying the income and spending behavior of UI recipients reveals both good and bad news about the role of UI in mitigating the 
hardships that stem from job loss. The good news from our paper is that, on average, UI benefits cushion most of the blow to families 
experiencing short-term unemployment who receive UI. Spending does not fall by much at the start of unemployment, and the drop 
is concentrated in discretionary spending categories. Both income and spending recover in the ensuing months. For those who 
receive UI, benefits play a critical role in mitigating hardship.

However, UI currently only covers 27 percent of unemployed workers, and expanding eligibility would likely help additional job 
losers to smooth their consumption. The growth in alternative work arrangements over the past twenty years has shrunk the base 
of people eligible for UI, contributing to UI recipiency dropping to its lowest recorded level. Reforming UI eligibility requirements 
to reflect today’s labor market and to allow more to participate would expand the positive impacts of UI considerably, particularly 
among those with limited liquid asset buffers.

Even if eligibility were expanded, the long-term unemployed still experience significant hardship. Spending drops sharply when 
benefits run out, indicating that benefit exhaustion requires a large adjustment in economic routines. Spending drops across a wide 
variety of categories including groceries and health care, suggesting that families have a meaningful decline in their well-being after 
benefits run out. Further, even though UI benefit exhaustion is increasingly likely with each additional month of unemployment, 
the data show that the drop in spending at UI exhaustion is sudden. Families do not generally prepare for UI benefits to run out. 

Looking beyond eligibility, the duration and level of UI benefits also affect the spending of the unemployed. UI recipients in 
Florida (which offers UI benefits that are less generous than most states in terms of both maximum level and duration) experience 
more hardship than UI recipients in other states. This suggests that ensuring a minimum number of weeks of UI benefits across 
all states (e.g., 26 weeks) would reduce hardship in some places. One consideration, however, is that when UI benefits are less 
generous, people go back to work sooner. These findings therefore point to a potential trade-off that policymakers must weigh 
when reforming UI benefits, namely whether to reduce the time to reemployment or alleviate more of the economic hardship 
experienced by the unemployed. 

Finally, our data suggest that promoting liquid asset accumulation is unlikely to be 
a sufficient path to helping people smooth spending during unemployment. We 
calculated that moving from the bottom tercile to the top tercile of liquid assets, 
which is associated with having roughly $30,000 more in liquid assets, yields the 
same improvement in consumption smoothing as just $227 more in UI benefits 
per month. Government policies are unlikely to be able to incentivize or organize 
asset accumulation of this magnitude, meaning that there is a continued role for 
targeted benefits such as UI as part of a social safety net.

Unemployment insurance is a critical element of our current social safety net 
that plays an important role in mitigating the impacts of job loss on income and 
spending. Families rely on UI benefits heavily and suffer when they run out. With the 
growth in independent work, UI is a benefit available to fewer and fewer Americans. 
The fact base presented here can help inform efforts to reform UI and develop other 
measures to address these new challenges.

A potential 
tradeoff in reforming 

UI is whether to reduce 
the time to reemployment 

or alleviate more of the 
economic hardship 
experienced by the 

unemployed.
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Endnotes

1 Prior research on this subject was limited to more infrequent surveys with smaller sample sizes. Gruber (1997) and East and Kuka (2015) use the 
Panel Study of Income Dynamics (PSID) to examine the impact of unemployment insurance on food spending. The PSID is limited because until 
recently it did not ask recipients about spending on other non-food categories and because it surveys respondents on an annual or biannual 
basis.

2 See McKenna and McHugh (2016). Three criteria substantially restrict eligibility for these benefits. First, workers who are self-employed, 
independent contractors, or work for employers that are not required to contribute money to the federal employment program are not eligible. 
For example, employees who work at certain nonprofits, at state and local governments, and in agricultural labor services are not eligible for 
federal unemployment compensation. Second, the worker must lose a job through no fault of his/her own. Allowed causes include a layoff, a 
company restructuring or the end of seasonal work. It does not cover individuals who voluntarily quit for personal reasons, such as scheduling 
conflicts, or are fired due to unavailability, misconduct, or noncompliance with company policy. Third, the worker must have substantial wage 
earnings history in terms of both level and duration of earnings. This requirement means that workers who work part-time or do not have 
a sufficient or consistent enough wage history over the prior four quarters, might be eligible for more limited benefits or none at all. The 
Department of Labor reports that minimum wages over a four quarter base period needed to qualify for UI range from $280 in Puerto Rico to 
as high as $4,622 in Arizona.

3 See McKenna and McHugh (2016) for a time series from 1972 through 2016 and Wandner and Stengle (1997) for a time series from 1948 through 
1996. The UI recipiency rate is computed as the number of UI recipients divided by the number of unemployed as reported by the Current 
Population Survey. National recipiency rates have been over 60 percent under temporary federal programs implemented during recessions.

4 The Department of Labor reported that in 2015 pre-tax earnings replacement rates from UI varied from 29% in Arkansas to 55% in Oklahoma, 
and, in dollar terms, ranged from $196 per week in Mississippi to $431 per week in Massachusetts in January 2014. North Carolina, South 
Carolina, Georgia, Florida, Arkansas, Missouri, Kansas, and Michigan offer less than 26 weeks, and Montana and Massachusetts offer more 
than 26 weeks of UI benefits. Once every week or every two weeks, UI recipients are required to affirm that they do not have a full-time job and 
are looking for work. When they find a job, benefits stop. The specific weekly payment and number of weeks is based on observed wages in the 
twelve-month reference period prior to job loss and are subject to maximum duration and amount caps, which vary by state. See Stone and 
Chen (2014) for additional background information on unemployment insurance.

5 For the purposes of our research, the unit of analysis is a set of bank accounts linked around a single primary account owner, whom we 
subsequently refer to as a "family." Some accounts represent a single individual. Others have two or more people who jointly own the account. 
In some cases, members of a family will not administratively link their accounts together. In our sample, the mean number of authorized users 
per account is 1.5, and 48 percent of accounts have only one authorized user.

6 As documented by the GAO, those who receive UI benefits are less likely to be working in low-wage jobs (as of 2010). Nationally the median 
monthly income of families in the 12 months prior to unemployment is $5,106 for UI recipients compared to $6,029 among all employed and 
$4,374 among all unemployed. These figures are based on the Survey of Income and Program Participation (SIPP) panel, which covered 2004 
through 2007, and are inflated to 2014 dollars using Consumer Price Index for all Urban Consumers (CPI-U). “Unemployed” refer to people with 
a reported job separation followed by unemployment in the subsequent month.

7 Our findings are robust to allowing for multiple UI spells. We present results here for a single UI spell since it enables us to more clearly date 
the duration of job search.

8 The change in income upon job loss is measured as the difference between income three months prior to receipt of the first receipt of UI (t=-3) 
to one month after the first receipt of UI (t=1).

9 This replacement rate is estimated for the second month in which the UI check is received to ensure a full month of UI checks. However already 
by the second month, as shown in Figure 5, 23 percent of recipients have found a job. Conditional on receiving a UI check, the average monthly 
value of UI benefits is $1,423. A 66% replacement rate is substantially higher than the 30-50% statutory replacement rates published by the 
Department of Labor. The primary reason for this gap is that payroll and income taxes are withheld on labor income but there is no withholding 
on UI benefits. A secondary reason is that the JPMCI data only capture labor income paid by direct deposit; about 16% of payroll dollars are 
paid using paper checks.

10 Spending results in this report differ a bit from those reported in Ganong and Noel (2016); we use a more expansive definition of spending, while 
Ganong and Noel (2016) focus on nondurable spending.
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11 We define low-benefit states as places with below-median family income replacement rates. Our full sample includes 18 states. In this analysis 
we include 12 states which show comparable trends in income and spending prior to job loss. The states with low benefits as a fraction of 
income are: Illinois, Arizona, New York, Ohio and Wisconsin. The high benefit states are: New Jersey, Idaho, Nevada, Washington, Kentucky, 
Utah, and Oregon. Three potential factors which could lead to a larger spending drop in low-benefit states: less generous non-UI safety nets, 
worse labor market conditions for jobseekers, or less advance news about a layoff. In fact, states with more generous UI have less generous 
Medicaid and SNAP benefits ($1600 per capita in high-UI states versus $1850 per capita in low-UI states) and similar labor market conditions 
in our sample period (5.6% unemployment in high-UI states versus 5.7% unemployment in low-UI states). Finally, the path of spending is 
similar in both low- and high-benefit states in the six months prior to the onset of unemployment, which is consistent with unemployment 
being equally a surprise in both states. However, there could be an omitted factor other than these three which is correlated with UI benefit 
levels and ability to smooth consumption.

12 This calculation is comparable to that estimated by Gruber (1997), who estimated that UI benefits averted 69 percent of the drop in food 
consumption, which fell by $243 (in 1984 dollars) or 7 percent instead of an estimated $792 in the absence of UI benefits.

13 We do not believe these results are specific to Florida. Ganong and Noel (2016) found that income recovery and further spending cuts occur at 
exactly 20 weeks in Michigan where the maximum benefit duration is 20 weeks.

14 We only observe the subset of out-of-pocket medical spending which is paid for with a debit or Chase credit card. In a future report, JPMC 
Institute will examine patterns of out-of-pocket medical spending in more detail. Tabulations from the Diary of Consumer Payments indicate 
that about one-third of out-of-pocket medical spending is paid for using cards.

15 In Figure 10, we segment individuals according to liquid asset using a household liquid asset estimate ascertained by JPMorgan Chase. We 
believe this asset estimate is better at ranking households by liquid assets than estimating the level of liquid assets. Therefore for the purposes 
of this calculation, we rely on the Survey of Consumer Finances for liquid asset levels within each tercile.
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