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During the Covid-19 pandemic, governments ar
of Iabor market policy tools to prevent job
on two such programs: Short-Time Compensatio
Progr am. I n this interview, Till wvon Wachter
California, will give some insights into the

from applying the programs.

Did your country have any kind of job retention
empl oyment effects of economic crises?

During the Covid-19 pandemic, the United States
retention, Short-Time Compensation (STC) and the
STC program, employees whose hours are reduced b
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forgiven.
How did the maxi mum duration for which the benef

Typically, STC cl ai mants are eligible for up to
varies by state. Since a worker's benefit amount
nsurance, the benefit extensions during the pan
incentivize use of the program during the pandenmn
ove

governments for the full costs of STC up to 26 w
For PPP |l oans, qualified smal/l businesses were a
forgiveness within 10 months after the | ast day
original di sbur sement .

What are the eligibility criteria of the scheme
To qualify for STC, a firm must submit a plan fo
they have reduced the hours for I mpacted empl oye
provide health and retirement benefits.

Further mor e, in order to receive STC benefits, e
Unempl oyment Il nsurance State Unempl oyment Il nsur
applicant must meet a minimum income threshold a
mi ni mum income requirements, among others, wor ke
benefits.

During the Covid-19 crisis, federal |l egi sl ation
requirement s, expanded eligibility to self-emplo
previously | aid-off workers at part-time under S
To be eligible for PPP | o0oans, a business typical
businesses may also qualify via other criteria s
government targeted PPP |l oans to smal/l busi nesse
weal thy compani es.

Has the benefit | evel al so been changed during t
The STC benefit | evel i s mainly a function of pr
demographics or characteristics. Before the pand




percent, but during the pandemic, the federal go

STC recipients, increasing the average repl aceme
Before the pandemic, California’"s average rep
the pandemic, the federal government increase

percent .

What was the maxi mum take-up rate in 2020 and in
STC claims represented about 4.9 percent of al
available at the peak in 2020 and 1.9 percent at
Washington, and Oregon - substantially scaled ST
percent of al/l Unempl oyment I nsurance cl ai ms. I n
to 10.9 percent.

For PPP, the Cleveland Federal Reserve estimated
received a | oan.

How is the support scheme financed?

STC benefits are wusually financed through state
taxes |l evied on employers. A firm s Unempl oyment
calcul ated based on the firm s history of | ayoff

In March 2020, the United States Congress passed
(CARES) Act which provided 100 percent rei mburse
progr ams, up to a maximum of 26 weeks. It was wup

experience rating for STC use or more generally

The CARES Act and subsequent extensions also pro
rejected for forgiveness were paid by the respon

It was up to the discretion of states whether
more generally Unempl oyment I nsurance use dur
did so.

Are there any measures to avoid misuse and deadw
not need financi al support?
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Despite the significant deadweight |l oss, the $80
empl oyment effects of the pandemic. But program
government was a challenge; the program has been
When were the special rules that applied during
justified?
For the STC program, federal reimbursement ended
prior recessions when the federal government tem
recessionary moments and incentivize use of the
temporarily waiving the impact of STC on a firm’
Federal extensions to unemployment insurance dur
the initial authorization Benefits were not ext
inflation and the concern that unemployment bene
Firms have been known to systematically challl
claims of their workers out of concerns for t
Il s there a political debate on the scheme’ s el en
The current degree of experience rating is imper
Unempl oyment I nsurance benefit use only up to a
automatically balance its funding over the busin
across sectors and firms. At the same time, firn
|l egitimacy of wunemployment <claims of their worke
tax rate. I mperfect experience rating helps to |
Whi ch | essons can be | earned from the use of STC
States?
More research is needed on the use and efficacy
States. Lessons | earned from other countries ind
jobs and sustain wages during temporary shocks,
prevent | abor market crowding. STC is wunderutil:|
by state governments and business and employer o
among employers would increase program take-up.
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