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SUBJECT:  Employment Development Department:  comprehensive plan 
 

KEY ISSUE 

 
Should the Legislature require the Employment Development Department (EDD) to develop and 

implement a comprehensive plan to prepare for an increase in unemployment insurance 
compensation benefits due to an economic recession? 
 

 
ANALYSIS 

 
Existing law: 
 

1) Establishes the Employment Development Department (EDD) within the Labor and 
Workforce Development Agency. EDD is responsible for, among other duties, the 

administration of the Unemployment Fund and Unemployment Insurance.  
(Unemployment Insurance Code §301) 

 

2) Establishes the Unemployment Fund as a special fund under EDD, consisting of employer 
contributions, interest earned upon any money in the fund, any property or securities 

acquired through the use of money belonging to the fund, all earnings of such property or 
securities and all other money received for the fund from any other source. This fund is to be 
used for the payment of benefits and for the payment of expenses incurred for the 

administration of the fund. (Unemployment Insurance Code §1521) 
 

3) Establishes the Unemployment Insurance (UI) Program as a joint state/federal program, 
administered by the Employment Development Department that provides weekly 
unemployment insurance payments for workers who lose their job through no fault of their 

own. Eligibility for benefits requires that the claimant be able to work, available for work, be 
seeking work, and be willing to accept a suitable job.  

(Unemployment Insurance Code §100-144 & §301-456) 
 
This bill: 

 
1) Requires the Employment Development Department (EDD) to develop and, upon 

appropriation from the Legislature, implement a comprehensive plan to prepare for an 
increase in unemployment insurance compensation benefits due to an economic recession. 
The plan must detail how to respond to economic downturns with a predetermined strategy 

that has considered the full effect on the department’s operations. 
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2) Requires EDD to provide a copy of the comprehensive plan to the Joint Legislative Budget 
Committee and the Department of Finance by March, 1, 2022 and update the comprehensive 

plan and provide a copy to both of those entities every second year thereafter. 
 
 

COMMENTS 

 

 
1. Need for this bill? 
 

 In early 2020, the first widespread lockdowns were declared in response to the nationwide 
outbreak of COVID-19, resulting in months of record-setting levels of new unemployment 

claims. New supplemental federal unemployment programs were established to help states 
stabilize their economies and provide life-saving assistance to workers who suddenly could 
not pay their bills or rent due to the loss of their jobs. These programs relied on massive 

expansions to California’s unemployment insurance coverage, to include self-employed and 
independent contractor workers, which previously were not covered. These steps were 

necessary to avoid cascading economic losses, but they opened the door to astronomic levels 
of fraud that were the subject of several joint legislative audits.  

 

These problems created a situation where many unemployed Californians had great difficulty 
navigating the unemployment application system, more had their claims delayed for weeks 

and more still had their benefits suspended due to mistakenly being identified as fraud. 
Unfortunately, these problems were not new. The State Auditor released a report in January 
2021, which noted, “Key problems related to the EDD’s management of the unemployment 

insurance program in 2020 were also present during the Great Recession of 2008 and 2009… 
Nonetheless, EDD did not take adequate steps to address these deficiencies.” 

 
On September 19, 2020, the EDD Strike Team released a report that detailed 
recommendations for changes within EDD to allow more effective and efficient responses to 

future recessions. They identified the following key issues and challenges: 
 

1) EDD is routing more claims for manual processing than it has capacity to process. 
2) Current Identity Verification Processes intended to block fraud are slowing service 

delivery without catching fraud. 

3) EDD culture must shift from reactivity to rationality as it relates to fraud. 
4) Organized fraud represents a serious risk to the state, and EDD must develop capabilities 

to understand and combat it. 
5) Staffing realignment must resource the bottlenecks in the system first, and free 

experienced claims processors to process claims. 

6) The call centers are overwhelmed. 
 

Given these continuing challenges, clear guidance and a timeline could give EDD the 
structure it needs to adjust its practices.  

 

2. Proponent Arguments 
 

Unite Here, AFL-CIO writes in support of the bill: 
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“Existing law creates the EDD to provide benefits to those in need such as unemployment 
and disability benefits. In the global pandemic and prior it has been clear that the system is 

not perfect and those most there is not only a reasoned and strategic plan with regard to what 
benefits help with what economic struggles, but also a plan with how to effectively deliver 
these benefits. SB 390 is an essential step California must take to plan for its future and help 

prevent future strife.” 
 

3. Opponent Arguments: 

 
None received. 

 
 

4. Prior Legislation: 
 

SB 107 (Committee on Budget) Chapter 264, Statutes of 2020: required that the director 

of EDD make more specified information about unique unemployment insurance claims 
publicly available on the department’s website. 

 
 
 

SUPPORT 

 

California Chamber of Commerce 
California Conference Board of the Amalgamated Transit Union 
California Conference of Machinists 

California Teamsters Public Affairs Council 
Engineers and Scientists of California, Ifpte Local 20, Afl-cio 

Professional and Technical Engineers, Ifpte Local 21, Afl-cio 
Unite Here International Union, Afl-cio 
Utility Workers of America 

 
 

 
OPPOSITION 

 

None on file.  
 

-- END -- 

 


