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Key takeaways

In 2024, state Unemployment Insurance (Ul) programs collectively had a 15.9 percent improper
payment rate, amounting to $6 billion. A key contributor to this problem is that agencies are often
unable to verify eligibility before benefits must be sent out.

Countries facing similar problems have responded by requiring employers to issue separation
certificates with sufficient information to help verify eligibility for Ul. Canada provides a fruitful
model.

The U.S. could substantially improve program integrity by adopting a similar system focused on
verifying reasons for employment separation at the time of separation.

A separation certificate that automatically verifies nonmonetary eligibility - that is, criteria besides
earnings - would reduce the need for state agencies to reach out to employers with requests

for separation information after claims are submitted, streamlining the process for agencies and
applicants.



Introduction

The Covid-19 pandemic reminded the public that Unemployment Insurance (UI) is an important lifeline
for workers and their families. Unfortunately, the pandemic also served to demonstrate that these vital state
programs are susceptible to fraud and improper payments. Of the $888 billion in UI claims paid out over
this period, an estimated $191 billion were improper payments, including up to $135 billion due to fraud.!

While these issues came to the forefront during the pandemic, they are long-standing problems that have
beleaguered Ul for decades. According to the Government Accountability Office, the program’s improper
payment rate was 15.9 percent in 2024, amounting to $6 billion. Improper payments include both those
that should not have been made because the recipient was ineligible and payments made in the incorrect
amount, whether recipients were paid too much or too little. The GAO identified several root causes, includ-
ing fraud and the failure of employers to provide timely and adequate information.? Given UT’s importance
in providing stability for workers impacted by economic downturns and regular labor market churn, it is
critical to ensure the program is paying the right amounts to the right people, among other overdue reforms.
While advocates often look to other states for reform models, we can also draw lessons from abroad. Other
countries have introduced effective methods for verifying the information required for processing UT claims
at the time of separation. Canada, which has a much lower improper payment rate, stands out as a potential
model for U.S. reformers.

In 1973, Canada introduced a Record of Employment (ROE) in response to concerns about program integ-
rity.® Canada’s ROE speeds up processing for legitimate claimants while making it easier to verify the infor-
mation necessary to process claims. Additionally, it acts as a deterrent for fraudulent claimants who might
have stolen identifying information but lack the needed ROE. As a result, Canada’s improper payment rate
consistently hovers around 5 percent — one-third of the U.S. rate.*

Some experts have suggested that U.S. employers could be required to submit an ROE to state UI agencies
and to workers when they become separated from jobs.’ It would contain essential information required
for determining the two key types of eligibility, monetary (ensuring a worker has earned enough to draw
benefits) and nonmonetary (including a range of factors such as why the worker left the job). Examples
include identification numbers, contact information, dates of employment, hours worked, earnings, and
reason for separation. Several states have adopted ROE-style reforms, but the details of what is included in
each varies considerably.

The details of what is included in an ROE are significant, however. The information employers are required
to provide upon parting ways with a worker could be narrowly targeted at verifying eligibility or more broadly
defined to ensure maximum access. Some types of information might also require broader reforms to data-
sharing practices or technologies to be used most effectively.

1. Office of Inspector General, OIG Oversight of the Unemployment Insurance Program (Washington, D.C.: U.S. Department of Labor, June 5, 2025).

2. Government Accountability Office, Improper Payments: Information on Agencies’ Fiscal Year 2024 Estimates, GAO-25-107753 (Washington
D.C.: 2025); Government Accountability Office, Unemployment Insurance: Transformation Needed to Address Program Design. Infrastructure, and
Integrity Risks, GAO-22-105162 (Washington D.C.: 2022).

3. Leslie Pal, State, Class, and Bureaucracy: Canadian Unemployment Insurance and Public Policy. (Montreal: McGill-Queen’s University Press, 1988).
Australia also introduced an Employment Separation Certificate in 1987, which is still used today. See: https:/www.servicesaustralia.gov.au/su001.

4. Employment and Social Development Canada, Employment Insurance Monitoring and Assessment Report, 2023-2024 (Gatineau: Canada
Employment Insurance Commission, 2025).

5. Stephen A. Wandner, Transforming Unemployment Insurance for the Twenty-First Century: A Comprehensive Guide to Reform (Washington,
D.C.: National Academy of Social Insurance, 2023).
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We undertake a comparative analysis of UI claim verification in Canada and the United States in order to
better understand which components of a Canadian-style ROE might improve UTI program integrity in
the United States. We find that although wholesale adoption of the Canadian ROE system would have its
benefits, the U.S. could substantially improve program integrity by adopting a more limited ROE regime
focused on verifying the reasons for an employment separation when it occurs.

We begin with an overview and analysis of UT eligibility verification processes in Canada and the United
States, followed by a survey of current documentation practices in states that require it at time of separation.
We conclude with a set of recommendations for adopting components of a Canadian-style ROE regime to
help reduce improper payments in UL

Canada: Verification using a Record of Employment

Canada’s employment insurance (EI) program covers an expansive range of benefits.® This includes tra-
ditional unemployment benefits as well as parental, maternity, sickness, and caregiving leave benefits. EI
is a wholly federal program with provinces playing no role in program administration.” Employment and
Social Development Canada (ESDC) verifies EI benefit claims both before and after claimants begin receiv-
ing benefits. The main source of information is the Record of Employment (ROE), which ESDC refers to
as “the single most important document used by employees to apply for Employment Insurance benefits.”

Workers need to provide relatively little information when they apply for EI benefits.

This includes basic personal information to assure the applicant’s identity (social ~ “We find that although
insurance number, last name of one parent, address, and banking information for ~ wholesale adoption
direct deposit) and employment history (employer(s) name, address, dates, and  of the Canadian ROE

reason for separation over the past year). They can apply as soon as they become system would have its

benefits, the U.S. could
substantially improve
program integrity by
Employers are required to submit an ROE to Service Canada, ESDC’s hub for benefit ~ adopting a more limited
administration, whenever there is an “interruption of earnings,” regardless of wheth- ROE regime focused on

separated from employment.® ESDC will begin processing the application once they
have received the ROE from the employer. Workers have access to the ROE once it
has been submitted by the employer as well.

er or not the worker intends to apply for EI benefits. Employers determine that an verifying the reasons

interruption has occurred in most cases when an employee has seven consecutive for an employment

separation when it
occurs.”

days without any work or “insurable” earnings covered by E1.!° Recognizing that pay
periods differ across employers (e.g., weekly, biweekly, or semi-monthly), they are
allowed five calendar days from the last day of the pay period in which the interrup-
tion occurred to complete and submit the ROE electronically to Service Canada.™

6. Canada shifted from referring to their program as “unemployment insurance” to “employment insurance” as part of a comprehensive overhaul
in 1996. In this report, for simplicity, EI will refer to the Canadian program while Ul will refer to the American programs.

7. One exception is for parental leave where the Quebec Parental Insurance Plan (QPIP) is administered as a separate program.

8. Government of Canada, E/ Record of Employment (Ottawa, Ontario: February 16, 2023).

9. Government of Canada, Checklist: Employment Insurance reqular benefits application (Ottawa, Ontario: November 18, 2021).

10. Earnings covered by the El program are referred to as “insurable earnings” in Canada.

11. Government of Canada, How to Complete the Record of Insurance Employment Form (Ottawa, Ontario: Service Canada, 2021). There are several
well-defined exceptions to these general rules in cases that warrant it (e.g., rules requiring an earlier submission for employees paid on a monthly
basis).
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Canada uses a secure online portal - ROEWeb — where employers can set up an account for creating, amend-
ing, and submitting ROEs. Employers are required to designate a Primary Officer who is responsible for
working with ROEWeb on behalf of the employer. The portal has a number of verification measures to ensure
information is protected and submitted ROEs are authentic.’

The ROE itself is relatively straightforward.'® Each ROE has a unique serial number that allows ESDC to
track it and flag fraudulent submissions. It includes basic identifying information and work history related
to eligibility. Basic identifying information includes:

¢ Employer’s and employee’s names and addresses;

e Employee’s Social Insurance Number;

» Employer’s Canada Revenue Agency Business Number;

» Employer’s pay period type (e.g., weekly, biweekly, etc).

Basic work history information includes:

e Employee’s first and last day of paid work;

e Employee’s final pay period end date;

» Employee’s total insurable hours and earnings, overall and by pay period;
»  Employer’s reason for issuing ROE;

e Miscellaneous (e.g., monies paid out upon separation).

The qualifying period is the 52 weeks immediately preceding the claim or the period since the worker’s last
benefit claim.

The reason for separation is the primary criterion for determining whether a worker is eligible for any EI
benefit. The ROE has several codes for common reasons behind a separation. For example, in cases where
workers voluntarily quit (Code E) or retire (Code G) or employers fire workers (Code M), workers would
not be eligible for EI benefits. In cases where employers lay off workers (Code A) or workers take parental
leave (Code P), workers would be eligible for EI benefits.

One unique aspect of Canada’s system is that eligibility, benefit amounts, and duration can vary based on a
region’s unemployment rate. Including the employer’s postal code in the ROE allows ESDC to determine
the relevant parameters for each applicant. ESDC uses this information in conjunction with the data on
insurable hours and earnings to verify that the applicant has met the minimum eligibility requirements and
calculate the weekly benefit amount.

ESDC can request additional payroll information from employers if an ROE contains insufficient informa-
tion or if they suspect earnings are underreported or misreported in the ROE or if a worker reports different

12. Government of Canada, ROE Web - Registration and account management (Ottawa, Ontario: April 14, 2025).

13. Government of Canada, How to Complete the Record of Insurance Employment Form. pp.7-17.
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numbers.™* Employers can preempt some of these requests for information by submitting their payroll infor-
mation on a weekly or monthly basis through a voluntary Automated Earnings Reporting System.”* ESDC
sets a standard of providing payments (or notification of nonpayment) for at least 80 percent of applicants
within 28 days of the initial application and typically meets this goal each year.'

Service Canada keeps ROEs on file for 11 years. There are relatively severe penalties for noncompliance or
fraud. Employers can be fined up to C$2,000 for not issuing an ROE in a timely manner and up to C$12,000
for falsifying or selling ROEs. In some cases, employers may even face jail time."”

This system of verification has been highly effective at protecting program integrity. The Canada Employ-
ment Insurance Commission regularly finds that only about 1 percentage point of the typically 5 percent
error rate can be attributed to employer errors on the ROE, such as incorrect hours, earnings, or employ-
ment dates. Claimants are more likely to be a source of error, for example by failing to report earnings while
receiving benefits.'®

Overall, improper payments in Canada tend to be related to errors in reported hours or earnings before
benefit payments begin and failure to report new earnings while receiving benefit. Unlike the U.S., Canada
does not struggle with errors related to inability to verify the reason for separation.

U.S.: Two-step verification by state unemployment agencies

In contrast to Canada, the U.S. runs its Unemployment Insurance as a joint federal-state program. Congress
has devised a set of baseline federal standards, but states are largely responsible for designing, financing,
and administering their individual UI programs within these parameters. Additionally, Congress provides
annual grants to states to cover the cost of administration. State UT agencies apply those federal funds
towards verifying eligibility and sending out benefits.

Whereas Canada’s agency receives all relevant eligibility information within days of job separations as a
matter of course, American Ul agencies check monetary eligibility by tapping into quarterly wage records
that can take time to update and gather nonmonetary information by requesting it from employers after
claims are submitted.

Monetary eligibility for unemployment insurance is typically determined based on wages or hours worked,
on a quarterly basis. States will look at wages/hours in either the standard base period (SBP) consisting of
the first four of the five most recently completed calendar quarters or an alternative base period (ABP) con-
sisting of the most recent four calendar quarters.’ All states use the SBP. Thirty-nine states have adopted

14. Government of Canada, £/ - Employer Responsibilities (Ottawa, Ontario: June 17, 2019).

15. Government of Canada, The Automated Earnings Reporting System (Ottawa, Ontario: April 10, 2017); Government of Canada, Employer Guide:
Automated Earnings Reporting System (Ottawa, Ontario: Service Canada, 2016).

16. Employment and Social Development Canada, Employment Insurance Monitoring and Assessment Report, 2022-2023 (Gatineau: Canada
Employment Insurance Commission, 2024).

17. Government of Canada, Employment Insurance and fraud (Ottawa, Ontario: April 20, 2022); Canadian Federation of Independent Business,
Record of Employment - what you need to know (Toronto, Ontario: October 30, 2023).

18. Employment and Social Development Canada (2024: 311-12).

19. Some states, such as Massachusetts and New Jersey, may also consider recent weeks of work in the current calendar quarter as part of the
ABP.
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use of an ABP, which is applied in the event that workers are ineligible according to SBP wages.?°

Each state sets different earnings requirements for its base period. Monetary calculations tend to be much
more complex in American states than under Canada’s more straightforward requirements. In general, U.S.
workers must earn a minimum amount totalling anywhere from $130 to $8,000, and may be required to
earn wages in multiple calendar quarters of the base period.”! The median earnings minimum across states
is approximately $2,600.%2 Two states use minimum hours requirements like Canada: Washington requires
at least 680 hours in the base period and Oregon allows workers with at least 500 hours in the base period
to qualify if they have not met the minimum earnings requirement.?

Nonmonetary eligibility is based largely on whether a worker becomes separated from employment through
no fault of their own.?* A qualifying involuntary separation could involve an employer laying off an employee
due to a lack of available work, while someone fired for misconduct likely would be denied benefits. It is
also possible for workers to receive UI when voluntarily leaving a job for a good cause.? States may approve
benefits if the worker left a job because of “unacceptable behavior” by the employer or for serious personal
reasons like domestic abuse, which could require relocating to a new place. What constitutes a “good cause”
depends on the state.

The first data collected by UI agencies to evaluate claimant eligibility are the quarterly UI wage records.
Employers are required by federal law to submit these records, and they are instrumental in evaluating claim-
ants’ monetary eligibility, but not always sufficient.?¢ Employers have one month after a calendar quarter
ends to submit these quarterly wage records and it takes UT agencies additional time to process the submis-
sions.?” Several total months of wages might not be readily available when a worker applies for UI, making
it difficult to evaluate monetary eligibility according to the Alternative Base Period.?® State UI agencies may
thus need to gather additional wage data to make a complete determination.

The quarterly wage records regularly include the:?

e Employee and employer’s names;*°

20. John Pallasch, “Federal Requirements Regarding State Unemployment Compensation (UC) Alternative Base Period (ABP) Determination Pro-
cedures,” (Washington D.C.: Unemployment Insurance Program Letter No.17-19, Department of Labor, September 16, 2019).

21. U.S. Department of Labor, Significant Provisions of State Unemployment Insurance Laws Effective January 2025 (Washington, D.C.: 2025); U.S.
Department of Labor, Comparison of State Unemployment Laws 2023: Monetary Entitlement (Washington, D.C.: 2025).

22. U.S. Department of Labor, Comparison of State Unemployment Laws 2023: Monetary Entitlement.

23. WA Admin Code 192-310-040, Reporting of wages and taxes due - How should employers report hours worked (Olympia, WA: 2025); Oregon
Employment Department, Hours and Estimating Hours Worked (Salem, OR: 2025).

24. Workers must be able and available to start at a new job in order to qualify.

25. U.S. Department of Labor, Comparison of State Unemployment Laws 2023: Nonmonetary Eligibility (Washington, D.C.: 2025).

26. Code of Federal Regulations, 20 CFR Part 603 (Washington, D.C.: National Archives, June 5, 2025).
27.U.S. Department of Labor, PIIA 2023 Proper and Improper Monetary Denials (Washington, D.C.: May, 2024).

28. Andrew Stettner, Heather Boushey, and Jeff Wenger, Clearing the Path to Unemployment Insurance for Low-Wage Workers (Washington, D.C.:
Center for Economic and Policy Research, August, 2005).

29. U.S. Chamber of Commerce Foundation, Developing and Using Public-Private Data Standards for Employment and Earnings Records (Wash-
ington, D.C.: February, 2021); U.S. Bureau of Labor Statistics, An Inventory of Employee- Specific Data Collected on Unemployment Insurance Wage
Records (Washington, D.C.: January, 2022); U.S. Bureau of Labor Statistics, Quarterly Census of Employment and Wages: Concepts (Washington,
D.C.: April 16, 2025); New York Department of Labor, Ul Data Sharing Data Elements (Albany, NY.: 2021).

30. Depending on the state, employers must report at the establishment level if there are multiple work sites. See: U.S. Bureau of Labor Statistics,
Employment and Wages. Annual Averages 2023 (Washington, D.C.: September 4, 2024).
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» Employee’s Social Security Number;

*  Employer’s State Employer Identification Number;

» Total compensation paid to an employee during the completed calendar quarter (can include sever-

ance pay).”!

Some states require additional information to be included, such as:

e Employee’s and/or employer’s address;
* Employee’s occupation;
* Employee’s hire date;

¢ Employee’s total hours.

The second step of data collection occurs once unemployed workers submit initial benefit claims. Claimants

are asked to provide basic information about themselves, their recent jobs, and their availability for future
work. State agency workers compare the employment information to the quarterly data already submitted

to UI agencies.

Agencies will then notify employers from the worker’s base period that the claim
has been submitted and request whatever information is missing from their file.
This can include wage data from recent months or farther back - state employment
laws require employers to retain payroll records for at least two years and as many
as seven years. More commonly, agencies must reach out to employers to confirm
the reason for the job separation. It’s possible that the employer provides a different
explanation than the worker. Unlike in Canada, where employers supply the reason
for separation right after a layoff, UT agencies in the U.S. usually obtain this crucial
piece of eligibility information after a worker submits a benefit claim.

Employers face a deadline to respond to these requests for wage and separation
information, typically ranging from four to 15 days.>* Although some states require
employers to respond through online portals, most accept physical paperwork (mail,
fax). When late responses result in improper payments, employers can be charged
for those errors. Some states may assess this type of penalty any time an employer
fails to submit adequate separation information before the deadline, while other
states enforce charges only after an employer has demonstrated a pattern of untime-
liness as defined by a percentage or number of recent requests turned in late.

“Unlike in Canada, where
employers supply the
reason for separation
right after a layoff, Ul
agencies in the U.S.
usually obtain this
crucial piece of eligibility
information after a
worker submits a benefit
claim.”

In order to help streamline the response process for employers, the U.S. Department of Labor partnered

with the National Association of State Workforce Agencies to establish the State Information Data Exchange
System.?* SIDES is a centralized platform for employers to send and receive information pertaining to

31. Most states report compensation based on when the payments were made. A few states report wages based on when the work was done. See:

U.S. Bureau of Labor Statistics, QCEW Overview (Washington, D.C.: April 16, 2025).

32. States vary in their use of calendar or business days.

33. National Association of State Workforce Agencies, State Information Data Exchange System (Washington, D.C.: 2025).

NISKANEN CENTER | 6

Separation anxiety: Reducing improper payments in unemployment insurance with



unemployment claims.** Employers must be vetted and receive authentication certificates in order to par-
ticipate and data is encrypted.*

SIDES contains exchanges that allow employers to receive notification of new unemployment claims and
monetary and nonmonetary determinations, and to respond to requests for separation information, addi-
tional facts, and earnings verification. Multistate employers, in particular, can benefit from being able to
respond to all requests in a single location instead of managing correspondence across a collection of state
programs and agencies.*®

The federal government has provided funding to encourage states to use SIDES, though take-up has varied
based on the exchange.?” The most widely used SIDES exchange is for requests of separation information.®
All states except for Arkansas and Minnesota currently participate.?* Only a minority of employers use
SIDES, which is part of the reason why states still rely on a mix of paper and electronic communications
after claims are submitted. The Department of Labor found employers that do participate respond faster
with SIDES, helping state workforce agencies make accurate and efficient determinations.*°

Sources of error

State UT agencies must balance payment speed with accuracy. Federal standards call for keeping the improp-
er payment rate under 10 percent while sending 87 percent of initial payments out no later than three weeks
after an application is submitted.* State agencies have taken steps to improve performance, but regularly
struggle to meet these accuracy and timeliness benchmarks.** The national improper payment rate was 14.4
percent during the 2024 reporting period and states have collectively been considered timely in just two
months since the start of the Covid-19 pandemic.*?

Over a quarter of improper payments trace back to insufficient information about separation (23 percent)
or base period wages (6 percent).** Slow response times from employers are frequently the source of error.
The Labor Department can assign responsibility for an error to more than one stakeholder, so categories

34. Each data exchange on SIDES is operated “on a secure, private cloud protected by multiple redundant firewalls.” Multiple layers of security
are applied. See: National Association of State Workforce Agencies, About SIDES (Washington, D.C.: 2025); District of Columbia Department of
Employment Services, SIDES E-Response (Washington, D.C.: 2025); New York Department of Labor, SIDES Fact Sheet (Albany, NY: 2021).

35. New York Department of Labor, SIDES and SIDES E-response (Albany, NY: 2025); The Association of Unemployment Tax Organizations, SIDES
(New York: 2025).

36. When employers use the SIDES e-response website, distinct accounts may be required for each franchise in a state and/or locations in mul-
tiple states. Multi-state employers can use a single account when SIDES is integrated as a computer-to-computer interface.

37. Portia Wu, “Unemployment Insurance (UD) Supplemental Funding Opportunity for Program Integrity and Performance and System Improve-
ments” (Washington D.C.: Unemployment Insurance Program Letter No.13-14, Department of Labor, June 16, 2014).

38. National Association of State Workforce Agencies, Separation Information Exchange (Washington, D.C.: 2025).

39. Massachusetts began using this exchange in July 2025.

40. U.S. Department of Labor Office of Inspector General, Better Strategies Needed to Increase Employer Participation in the State Information
Data Exchange System (Washington, D.C.: Report 04-17-003-03-315, March 31, 2017).

41. U.S. Department of Labor, Unemployment Insurance Payment Accuracy by State (Washington, D.C.: 2025); U.S. Department of Labor, Ul PER-
FORMS Core Measures Acceptable Levels of Performance (Washington, D.C.: 2025).

42. Robert A. Greer & Justin B. Bullock, “Decreasing improper payments in a complex federal program.” Public Administration Review, Volume 78
Issue 1(2017), pp. 14-23.

43, If states have a waiting week, then the first payment is considered timely if it is delivered sometime during the following two weeks. Other-
wise, a first payment is considered timely if delivered within three weeks after the initial benefit week.

44, U.S. Department of Labor, PIIA 2023 Benefit Accuracy Measurement Annual Report (Washington, D.C.: May, 2024); U.S. Department of Labor,
Causes of Overpayments (Washington, D.C.: 2025).
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of blame can overlap. But the department estimates that 20 percent of overpayments - the most common
type of improper payments* — occur because employers did not provide adequate and timely information to
UT agencies before eligibility decisions had to be made. Meanwhile, the agencies themselves were assigned
responsibility in a larger total amount of recent overpayments, and 40 percent of agency-driven overpay-
ments were related to separation issues.*¢ After auditing overpayments through its Benefit Accuracy Mea-
surement program, the Department of Labor concluded “that taking additional steps to secure employer
information or to conduct more in-depth claimant interviews may impact overpayment amounts.”*” In other
words, a more proactive approach from agencies could elevate employer responsiveness.

Another consequence of incomplete information is that agencies can wrongfully deny claims or underpay
beneficiaries.*® The Labor Department determined that 11 percent of claim denials were improper. A quarter
of all improper monetary denials stem from inadequate use of alternative base period wages.*® A key reason
is that 40 percent of denied applicants in states with an alternative base period in 2018 did not receive “a
determination regarding their alternative base period eligibility.”>® States that are required to incorporate
data from the most recently completed calendar quarter do not necessarily retrieve that information. Mean-
while, three quarters of underpayments — where processed payments are too small - have been caused by
base period wage issues.”

Oftentimes, the problem lies less with errors made by employers and UT agencies
and more with the evaluation process itself. Seventy-seven percent of overpayments

made by Ul agencies were determined to be undetectable through normal proce-
dures.>? This suggests a need to look at reforming this process to increase the chances
of early detection.

Comparing the U.S. and Canada

Canada’s Record of Employment regime has the potential advantage of requiring
employers to submit almost all relevant information to the country’s UI agency
whenever a worker becomes separated from employment. This differs from the
American regime, which relies on a combination of wage records automatically
submitted on a quarterly basis and ad hoc requests for additional information when
deemed necessary. Upon closer analysis, we find some nuance in the details of how
these advantages translate into a lower improper payment rate in Canada.

The components of the ROE that detail the information necessary for determin-
ing monetary eligibility are not the source of much of the difference in improper

45. U.S. Department of Labor, PlIA 2023 Benefit Accuracy Measurement Annual Report.

“Oftentimes, the problem
lies less with errors made
by employers and Ul
agencies and more with
the evaluation process
itself. Seventy-seven
percent of overpayments
made by Ul agencies
were determined to be
undetectable through
normal procedures.”

46. U.S. Department of Labor, PIIA 2023 Benefit Accuracy Measurement Annual Report; U.S. Department of Labor, PIIA 2023 Integrity Rates by

Cause (Washington, D.C.: May, 2024).
47. U.S. Department of Labor, PIIA 2023 Benefit Accuracy Measurement Annual Report.

48. Portia Wu, “Integrity Performance Measure for Unemployment Insurance”(Washington D.C.: Unemployment Insurance Program Letter No.

9-13, Department of Labor, January 27, 2015).
49. U.S. Department of Labor, PIIA 2023 Proper and Improper Monetary Denials (Washington, D.C.: May, 2024).

50. John Pallasch, “Federal Requirements Regarding State Unemployment Compensation (UC) Alternative Base Period (ABP) Determination

Procedures.”

51. Total underpayments were 4 percent of the level of overpayments.

52. U.S. Department of Labor, PIIA 2023 Overpayment Rates Caused by Prior Agency Action (Washington, D.C.: May, 2024).
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payments. The United States’ use of wage records for verifying base period wages -

while sometimes clunky and complex — accounted for only 6 percent of total improper

payments. In contrast, the component of the ROE that allows employers to verify  “|n the United States,
the reasons for a worker’s separation early and unambiguously is key to reducing  more than a fifth of

improper payments. In the United States, more than a fifth of improper payments improper payments

can be traced back to
inadequate or inaccurate

can be traced back to inadequate or inaccurate information regarding applicants’
reasons for separation.

Reducing improper payments would not require a comprehensive overhaul of the ~ information regarding
American unemployment insurance system. The adoption of an ROE regime focused ~ applicants’ reasons for
on verifying reasons for separation - if designed correctly - could substantially  separation.”

improve program integrity. In recent years, a number of states have begun adopting  mo—

new requirements for employers at the time of separation. Although these have some-

times been described as ROE regimes, they provide little or none of the information

required for verifying eligibility.** In order to better understand the existing state landscape, we survey and
categorize required documentation at time of separation across all 50 states.

ROEs and separation data in the states

There is no federal requirement for U.S. employers to supply workers or UTI agencies with documentation
pertaining to U eligibility at the time of separation. However, individual states do enforce laws or regula-
tions that mandate such documentation. The information provided by employers can inform workers of
how to apply for UI benefits and assist with the determination process.

States have adopted one of the four following approaches at the time of separation:

1. Employers are not required to provide any documentation;

OR, employers are required to provide:

2. A pamphlet to workers informing them of potential eligibility for unemployment insurance benefits;

3. Job-specific records to workers that could assist with verifying nonmonetary UT eligibility by listing
areason for separation;

4. Job-specific records to the UT agency that could assist with verifying nonmonetary UT eligibility by
listing a reason for separation (i.e., a “Record of Employment” process resembling that of Canada).

53. Stephen A. Wandner, Transforming Unemployment Insurance for the Twenty-First Century: A Comprehensive Guide to Reform.
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Figure 1: Separation notification requirements by state

[l Notice with separation details, sent to agency
Notice with separation details, not sent to agency
Notice without separation details

[l No notice

Created with Datawrapper

A plurality of states — 22 plus D.C. - do not require employers to provide any documentation about UI eligi-
bility to workers or UT agencies at the time of separation (dark red).** Twenty-one states require employers
to provide a standard pamphlet that notifies separated workers of potential UT eligibility and how to apply
(light red).>® No separation information that could be used to verify eligibility is included on those forms.*®

Seven states (in green) require employers to provide notices that include information on the UT program and
details about a worker’s employment - including a reason for separation - that could potentially be used to
verify eligibility for UI benefits. Five of the states (in light green) require employers to supply these notices
to the newly separated workers. Just two (in dark green) require employers to pass along that employment
record to the state Ul agency in some circumstances.

54. Although these states do not require documentation at the time of separation, employers may have the option of providing information at
that time. In Mississippi, the Department of Employment Security encourages employers to submit a standardized online form site when a sus-
pected disqualifying job separation has occurred. This submission can occur before a claim is filed. See: Mississippi Department of Employment
Security, Employer Reference Guide (Jackson, MS: February, 2016); Mississippi Department of Employment Security, Report Separation/Refusal to
Work (Jackson, MS: 2024).

55. lowa requires a generic pamphlet to be provided to workers around the time of separation. The state also provides employers the option

to proactively submit a Form 60-0154 (Notice of Separation or Refusal of Work) when the employer believes the reason for separation should
disqualify the worker from Ul benefits. See: lowa Administrative Code 24.33(96), Workforce Development - Labor Disputes (Des Moines, |A: 2017);
lowa Workforce Development, Notice of Separations and Job Refusals (Des Moines, |A: 2025); lowa Workforce Development, Notice to Employee
Reqarding Unemployment Insurance Coverage (Des Moines, IA: 2025).

56. California, Massachusetts, New York, and Pennsylvania include several pieces of job-specific information on their pamphlets, but do not clearly
distinguish between potential qualifying and disqualifying reasons for separation.
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In those two states — Louisiana and New Jersey - the Ul agencies can apply such records to improve program
integrity and efficiency. Certain information on the form - such as the job title and the exact date or reason
for separation — may not be readily available to identity thieves. Agencies can more easily detect suspicious
claims by screening for this information, which has been sent to the actual unemployed worker. Legitimate
applicants may then receive a decision sooner.

However, these couple of states may not be maximizing the impact from their records of employment.*” Loui-
siana’s separation notice includes the employee’s name, personnel number, section/office, job title, last day of
work, first day of separation, pay data, and the reason for separation.”® The Louisiana notice encompasses a
range of job separations (voluntarily quit, discharged for misconduct, lack of work, leave of absence, illness/
injury, labor dispute, etc.) but it still may require additional investigation from the UT agency.

In particular, Louisiana’s separation notice falls short of the Canadian model insofar as employers are
required to provide a notice only when the reason for separation is “for any cause which may be potentially
disqualifying.” In the event that an employer considers a separation to be qualifying, they might not submit
a separation notice to the UI agency.® The Louisiana UI agency may then need to follow up with employers
to make a comprehensive evaluation after a claim is submitted.® Without the state UT agencies receiving
the reason for separation up front when an unemployment event occurs, it may be difficult to resolve over-
payments related to inadequate or untimely separation information.

New Jersey recently amended an existing separation notice requirement to include “information ... sufficient
to enable the division to make a benefit determination,” which includes information on reason for separa-
tion.®? The exact instructions given to employers and the details of the form remain to be seen because the
state is still in the process of rolling out the new separation notice.*

Ideally, New Jersey could avoid the shortcomings highlighted in Louisiana by having employers deliver the
notices to the worker and UT agency each time a job separation occurs and including sufficient details for
agencies to make determinations without needing to follow up.

A more common set of state wage record laws and regulations impose record retention requirements for
employers. Twenty-four states require employers to record the reason for an employee separation in their
wage records (see Figure 2). This information can be stored for two years or longer. These states consider
separation details to be important enough for businesses to retain the information for years, yet they are
not taking full advantage of this information to improve Ul program integrity. A Bureau of Labor Statistics

57. New Jersey’s separation record cannot be properly evaluated until finalized.

58. Louisiana Workforce Commission, /nstructions to Employer for Preparation of Separation Notice Alleqing Disqualification (Baton Rouge, LA:
2025).

59. LA Rev Stat § 23:1576, Notice of separation (Baton Rouge, 2024).

60. Loyola New Orleans College of Law Gillis Long Poverty Law Center, Louisiana Legal Services and Pro Bono Desk Manual - Unemployment Com-
pensation Benefits (New Orleans, LA: 2023).

61. Louisiana Workforce Commission, Louisiana Employers - Unemployment Insurance (Baton Rouge, LA: July, 2017).

62. NJ Rev Stat § 43:21-6, Claims for benefits (Trenton, NJ: 2024).

63. New Jersey Department of Labor & Workforce Development, Get started with Employer Access (Trenton, NJ: 2025).
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study group recently came to a similar conclusion, noting that most employers already have the data that
an enhanced Ul reporting system would require.5*

Figure 2: Reason for separation requirements in quarterly payroll records by state

[ Required
No requirement

Created with Datawrapper

Given that employers are mandated to record the reason for separation, there is an opportunity for UI agen-
cies in these 24 states to proactively collect that information. Nine of the states — Arizona, Iowa, Maryland,
Nevada, Pennsylvania, South Carolina, South Dakota, Vermont, and Virginia - currently require employers
to provide pamphlets to workers that lack the reason for separation. Notably, Iowa has a voluntary system
for employers to share separation information with the state UT agency in some circumstances. Two other
states — Colorado and Georgia - already have employers deliver a separation notice to workers with the rea-
son for separation included. These three states (Colorado, Georgia, and Iowa) thus appear to be in a solid
position to act. Even states that currently lack any separation notice should seek to bridge the disconnect
between what employers record and what UT agencies receive before claims are submitted.

Recommendations

The current practice of waiting until an unemployed worker submits a claim to selectively collect infor-
mation on the reason for separation creates unnecessary headaches for workers, employers, and agencies.
Eligible applicants can experience avoidable delays while their initial claims are processed, while ineligible
applicants may waste their time applying in the first place. It can be difficult for employers to respond to

64. “Data elements that have been the focus of discussions on wage record enhancement are currently available in the payroll systems of most
employers.” Administrative Wage Record Enhancement Study Group, Enhancing Unemployment Insurance Wage Records: Potential Benefits, Bar-
riers, and Opportunities (Washington, D.C.: Bureau of Labor Statistics, September 2015).
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ad hoc UT agency notices before the tight deadlines, especially if requests for separation information arrive
late in the mail or are digitally sent to outdated contacts at firms. Meanwhile, UI agencies are more prone to
make payment errors when the employer responses are returned late. Labor Department officials have said
as much: “Many UI improper payments cannot be prevented given certain legal requirements that states
pay claims in a timely manner, based on the best information available at the time, and provide claimants
with due process when the state finds an eligibility issue.”s

The most straightforward way to reduce improper payments would be to adopt the Canadian practice of
requiring employers to share a standardized reason for separation with UT agencies at the time of separation
for all workers. By designing a Separation Certificate regime that allows employers to select from a standard-
ized list of reasons for separation, policymakers could reduce the cost of verifying this crucial piece of infor-
mation. This would eliminate much of the tension between payment accuracy and timeliness by providing
agencies with accurate and reliable separation information that may even arrive before workers apply for
benefits. Requests for separation information after claim submissions would become rare.

Up to 20 percent of improper payments - equivalent to $1.2 billion last year — could be prevented by amend-
ing federal law and requiring that employers in each state submit a Separation Certificate whenever an
employee becomes separated from a job. The statutory reform could be structured as an explicit mandate
or as a condition for states to retain eligibility for administrative grants and tax credits under the Federal
Unemployment Tax Act. These supports are already conditioned on states repaying the interest on federal
loans in a timely manner.%

Congress could largely rely on existing administrative infrastructure to build out the necessary components
of'a Separation Certificate. One option would be to let employers submit the documentation via state online
portals or SIDES, though it might be preferable to exclusively use SIDES. Requiring employers in each state
to submit the documentation through SIDES - which already has its separation information exchange -
would ensure that a standardized form is applied across all states. This would be particularly important
for multi-state employers to reduce any potential administrative burdens on top of what they already face.

The separation exchange on SIDES would need modest adjustments to process a comprehensive Separation
Certificate. Right now, employers can select one of 19 reasons why a separation occurred.’” The dropdown
list of reasons includes variations of permanent separations, temporary layoffs or leaves of absence, desig-
nations for particular types of workers typically ineligible for UT benefits between terms (school employees,
professional athletes), and suspensions or disputes. The Labor Department and National Association of
State Workforce Agencies could proactively add additional reasons to account for growing participation in
federal and state family and medical leave programs, which would benefit from similar verification methods.

65. Government Accountability Office, “Unemployment Insurance: Transformation Needed to Address Program Desian, Infrastructure, and Integ-
rity Risks” (June 7, 2022).

66. Julie M. Whittaker, The Unemployment Trust Fund (UTF): State Insolvency and Federal Loans to States (Washington, D.C.: Congressional
Research Service, January 13, 2023).

67. National Association of State Workforce Agencies, Separation Information E-Response Web Site User Guide (Washington, D.C.: February,
2013).
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Table 1: Potential reasons for separation

Unemployment Insurance eligibility consideration

Permanent shortage of work/layoff Strike or lockout
Temporary layoff Fired/Discharged
Voluntary quit/separation Leave of absence
Disciplinary dismissal or suspension Disaster-related suspension of work
School employee or professional athlete between terms Retirement
Vacation/holiday shutdown Asked to resign

Still employed full- or part-time Apprentice training

Still employed but hours reduced Other (write out reason)
Other eligibility considerations

Maternity leave Family caregiving leave
Parental leave Medical leave

Note: Existing reasons for separation listed in SIDES and suggested additions are included here.

The requirements for submitting Separation Certificates could follow Canada’s practices. Employers would
be required to submit a certificate whenever there is an interruption of earnings, defined by a seven-day
rule where an employee has seven consecutive days without any work or earnings covered under UI now.%
Employers with weekly, biweekly, or bimonthly pay periods would have until five days after the end of a
pay period to submit the electronic documentation for separations. Employers with monthly pay periods
(or 13 total periods per year) would need to submit a Separation Certificate within five calendar days of
the end of a pay period or 15 days after the separation itself, whichever deadline comes sooner. UI agencies
would automatically get the information they need following each separation instead of burning resources
to chase it down after they receive a claim. The use of standardized categories would also help reduce the
cost of verifying eligibility by enabling automation in most cases, with labor-intensive screening limited to
“other” or contested cases.®

A clear and simple process for filling out and submitting Separation Certificates will be crucial for the pro-
gram’s success.” To further reduce potential administrative burdens on employers, the federal and/or state

governments should provide extensive support services to users as the new system rolls out.

Canada’s early experience with their Record of Employment regime offers an example of what can go wrong

68. In general, employment is “covered” when earnings are subject to unemployment taxes

69. Particular attention must be paid to what total reduction in work hours requires employers to submit a Separation Certificate. Unlike job
separations where there is definitively no work for a week or longer, reductions of work hours are more nuanced. They could range from several
fewer hours worked to a 30-hour plus reduction. Employers may face a sizable administrative burden if minor decreases in hours force employers
to notify the Ul agency. This is essentially the case in New York, where employers must provide workers with a “Record of Employment” if their
work was reduced to 30 hours per week or less — when they may qualify for partial unemployment benefits in the state. It may be appropriate to
require a Separation Certificate only when a larger reduction in hours occurs. This could in parallel require a more consistent set of federal stan-
dards for partial unemployment benefits. See New York Department of Labor, Record of Employment (Albany, NY: 2023); New York Department
of Labor, Partial Unemployment Eligibility (Albany, NY: 2023).

70. Matthew M. Young, Mallory Compton, Justin B. Bullock, and Robert Greer, “Complexity, Errors, and Administrative Burdens,” Public Manage-
ment Review 26, no. 10 (2023), pp. 2847-67.
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when policymakers do not properly address employer concerns. In theory, the new ROE was a cutting edge
innovation, “making it possible to cross-check by computer the validity of the information provided by the
claimant and the employer.” In reality, compiling the relevant information in a timely manner proved to be
much harder than expected. One commission noted that it was “fairly common” for employers not to meet
the requirement to issue an ROE within five days of the last pay period despite relatively hefty monetary
and jail penalties for noncompliance.” Small businesses, which lacked sophisticated personnel management
systems, were particularly likely to fail to meet these requirements. Agency officials still found themselves
spending time working with employers to help them figure out how to fill out and submit the ROE in a
timely and accurate manner.

A 1986 report from a government commission documented intense frustration from Canadian employers
who struggled to understand how to translate vague definitions (e.g., what counts as insurable earnings, how
to translate severance pay to weeks of earnings) into the calculations required to fill out the form. “Errors
on this form,” the commission concluded, “are the main cause of over- and underpayments of benefits and
of delays in determining eligibility and processing the claimant’s first benefit cheque.” Additionally, incom-
plete information on these forms required costly investigations, even in cases where no improper payments
were ultimately found. It would be another decade until the government finally overhauled its system to
address these concerns. The 1996 reform simplified the ROE, reducing it from 35 pages of instruction down
to four. The reform saved employers millions in time and money. Employment and Social Development
Canada continued to make incremental technological improvements to further reduce paperwork burdens
on employers. It maintains a robust Employer Contact Center today to help employers navigate the much
simpler regime.” An American regime should heed all the lessons learned from Canada by combining sim-
plicity with support.

There must also be sufficient incentives to ensure employers respond in a timely and accurate manner. States
already have penalties on the books for situations where late or inadequate employer responses to requests
for information cause improper payments but enforcement is often lackluster. In addition to providing
robust support to employers attempting to submit information in a timely and accurate manner, state agen-
cies should also be prepared to consistently apply fines in cases where employers do not make good-faith
efforts to submit completed Separation Certificates before the deadline. Fraud warrants especially high pen-
alties. In Canada, employers that commit fraud “may have to pay up to $12,000 per Record of Employment,
or a fine that would total the amount of all claimants’ penalties in relation to the offences.”” Preserving the
integrity of the certificate system would require assessing similarly aggressive fines in the United States.

If federal-level reforms aren’t possible, individual states can choose to improve program performance. The
states in the best positions to act are the seven that already have implemented separation notices with job-
specific information. Right now, employers in these states usually face the burden of responding to requests
for additional separation information after claims are submitted. Improving the quality of the separation
notices can significantly reduce the need for such follow-up requests.

71. Law Reform Commission of Canada, Unemployment Insurance Benefits: A Study of Administrative Procedure in the Unemployment Insurance
Commission, (Ottawa: Law Reform Commission of Canada, 1977).

72. Human Resources and Skills Development Canada. Commission of Inquiry on Unemployment Insurance - Report (Ottawa: Human Resources
and Skills Development Canada, 1986); Office of the Auditor General, Report of the Auditor General of Canada for the Fiscal Year Ended March 31,
1988 (Ottawa: Office of the Auditor General of Canada, 1988); Treasury Board, Reducing Paper Burden on Small Business: Making It Permanent,
(Ottawa: Treasury Board of Canada Secretariat, 1997); Employment and Social Development Canada, Employment Insurance Monitoring and
Assessment Report, 1998 (Gatineau: Canada Employment Insurance Commission, 1999).

73. Government of Canada, Proactive Disclosure and Penalties (Ottawa, Ontario: August 24, 2018).
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Conclusion

As Congress works to address the unemployment insurance system’s consistently high improper payment
rate in the wake of the pandemic, lawmakers can draw on lessons from other countries. In the United States,
verifying UI eligibility is a time- and resource-intensive process that typically begins after a claim has been
filed. State UT agencies must balance prompt benefit delivery with accuracy, and it can be difficult to accom-
plish both. Employers may struggle to respond to UI agency notices before tight deadlines, especially if
mailed requests for separation information arrive late. Without accurate and actionable information from
employers, UI agencies must make decisions with the limited information on hand. This is part of the reason
the national improper payment rate for unemployment insurance still hovers around 15 percent.

In contrast, we find that Canada’s Record of Employment regime — where employers provide comprehen-
sive information pertaining to the specific worker’s eligibility for benefits to the country’s UI agency upon
separation - has enabled Canada to achieve a much lower improper payment rate by keeping separation
errors to a minimum.

Unlike in Canada, there is no federal requirement for U.S. employers to provide workers or UT agencies with
job-specific separation information when an employee departs. Individual states have adopted different
approaches, ranging from requiring no separation documentation to having employers fill out a standardized
notice that includes the reason for separation and sharing it with the worker and/or the state UT agency. Only
two states require employers — under certain circumstances - to proactively send a standardized separation
notice that includes a reason for separation to the UI agency. Even then, the Ul agencies often still need to
follow up with employers to gather additional nonmonetary information.

Congress has a responsibility and an opportunity to shore up program integrity in one of the most vital safety
net programs for workers and their families. Collecting the reason for separation when it occurs would help
Ul agencies make a comprehensive eligibility assessment earlier in the benefit application process. Requiring
all employers to submit a separation certificate through a centralized portal like the existing State Informa-
tion Data Exchange System could prevent up to 20 percent of improper payments, accounting for more than
$1billion per year. By integrating the use of a formal Separation Certificate — similar to Canada’s Record of
Employment — that automatically goes to state agencies whenever there is an employee separation, Congress
can improve program integrity, reduce improper payments, and ensure workers have access to temporary
benefits that support them and their families as they get back on their feet.
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