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PREFACE

This‘is~the second in a series of reports based on the Arizona
Benefit .Adequacy (ABA) Study. Whereas the first report focused on
measurement of the differing dégrees of benfit adequacy achieved under
the prevailing and certain hypothetical benefit formulas, the present
report emphasizes the types and magnitudes of adjustments undertaken by
the insured unemployed during the compensated spell of unemployment.
Adjustments to unemployment are analyzed over two intervals: from the
onset of compensated unemployment to the thirteenth week of unemployment
(for the subset of the total sample that experienced thirteen consecutive
weeks of compensated unemployment) and from the onset of compensated
unemployment to the twenty-fifth week of unemployment (for the subset of
the total sample that experienced twenty-five consecutive weeks of com-
pensated unemployment). For the latter group, an analysis of intertemporal
adjustments (that is, from the fifth to the thirteenth week, and from the
thirteenth to the twenty-fifth week) also is provided. The job search/
reemployment experiences of the subset of the total sample that had obtained
reemployment by the time of the twenty-fifth week interview also are inves-
tigated in this report. Each aspect of the analysis summarized above is
conducted for the relevant component of the total sample, and for subsets
of this group classified by the extent of benefit adequacy recorded for »
them during the preunemployment (employed) month. The post-exhaustion
experiences of the study claimants will be the subject of an additional
report to be prepared at a later date.

It should be emphasized that this report is closely related to its
companion study: The Adequacy of Unemployment Insurance Benefits: An
Analysis of Weekly Benefits Relative to Preunemployment Expenditure
Levels. Persons who have access to this earlier report may wish to review
it before proceeding into the present one. A minimal summary of the more
basic aspects of the earlier report is provided in this report, however,
for persons who do not have access to the companion volume (see Appendix
A-1).



The organization of this report reflects an emphasis in the text
itself on the findings and the implications of the empirical analysis.
However, a number of appendixes have been utilized to provide detail on
design and method or to present additional empirical evidence not empha-
sized in the text.

Numerous individuals have contributed to the overall development of
this report. The important contributions of Mr. Roger Rossi, Ms. Helen
Manheimer and Dr. Robert Crosslin, all of the Unemployment Insurance
Service, Employment and Training Administration, are greatly appreciated.
Appreciation is expressed to the dedicated research staff of the Unemploy-
ment Insurance Bureau of the Arizona Department of Economic Security:
especially to Ms. Peg Szendtendrei, and Mr. Joseph Sloane. Ms. Maryanne
Mowen, a doctoral candidate in the Department of Economics at Arizona
State University, did an outstanding job of supervising the computer work
for the report. Dr. Robert St. Louis, Manager of the Research and Reports
Section of the Unemployment Insurance Bureau of the Arizona Department of
Economic Security, also provided valuable assistance during the study.
Also, Mr. Vince Cullinane of the Arizona Department of Economic Security
provided strong leadership, especially in the developmental phases of
this study. The final report was improved because of the valuable comments
on an earlier draft provided by: Ms. Helen Manheimer, Mr. Roger Rossi,
Mr. Paul Mackin, all of the Unemployment Insurance Service, Employment and
Training Administration; and Mr. Thomas Vaughn and Mr. Joseph Anderson of
the Unemployment Insurance Bureau of the Arizona Department of Economic
Security. Mrs. Lynnette Winkelman expertly typed the various drafts of the
manuscript and thereby reduced the burden of preparing the report.
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SUMMARY OF
PRINCIPAL FINDINGS

1. Approximately 85 percent of those in both the thirteenth and
twenty-fifth week claimant samples did not change household type from
the employed month to the month prior to the thirteenth (twenty-fifth)
week interview. The-most frequent change undertaken by the thirteenth
week sample was for one-earner--multi-person households to add an addi-
tienal earner; the.most- frequent adjustment for the twenty-fifth week.
sample was. a change from the multi-earner--multi-person household group -+
to the one-earner--multi-person household unit. More households in
Tower vs. higher benefit adequacy categories reported these changes in
household composition.

2. Approximately one-third (two-fifths) of the thirteenth (twenty-
fifth) week claimant sample reported some increase in nonbeneficiary
household income (including any nonwage income attributable to the bene-
ficiary) from the employed month to the month prior to the thirteenth
(twenty-fifth) week interview. A greater proportion of the households
for which benefits were less vs. more adequate reported increases in non-
beneficiary household income.

3. Approximately two-thirds of the thirteenth (twenty-fifth) week
claimant sample made some cut in paid necessary and obligated expenses
from the employed month to the month prior to the thirteenth (twenty-fifth)
week interview. The percentage of households that made large reductions
in paid expenses was substantial for both samples. A greater proportion
of the households for which benefits were less vs. more adequate undertook
specified (large) expense reductions.

4. Increases in the due-but-not-paid component of necessary and
obligated expenses were not pronounced for either the thirteenth or
twenty-fifth week claimant samples; hence, the decline in paid necessary
and obligated expenses closely approximated the decline in consumption
levels (as approximated by paid + due-but-not-paid expenses) among the
beneficiary households.
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5. Approximately two-fifths of the beneficiaries in the thirteenth
(twenty-fifth) week sample had reservation wage rates the week prior to
the thirteenth (twenty-fifth) week interview that were 5 percent or more
below their wage rates on the preunemployment job. In contrast, about
one-fifth (one-fourth) of the thirteenth (twenty-fifth) week sample had
reservation wage rates that exceeded their preunemployment wage rates.

6. Fewer than 4 percent of the beneficiaries in either the thirteenth
or twenty-fifth week samples obtained partial employment during their
unemployment spells through the months prior to the respective interviews.

7. About three-fourths of the beneficiary households with savings
at the beginning of the unemployment spell had used some of these savings
by the end of the month prior to the thirteenth (twenty-fifth) week
interviews. Approximately one-fourth (one-third) of the beneficiary
households with savings in the thirteenth (twenty-fifth) week sample had
exhausted these savings by the end of the month prior to the thirteenth
(twenty-fifth) week interview.

8. The principal sources of cash used by those in the two samples
to help meet household expenses other than savings were loans from friends
and relatives, the sale of personal property, and loans from banks.
Generally, a greater proportion of the households for which benefits were
less vs. more adequate utilized these (and all other sources) of additional
cash.

9. The most frequent type of public/private assistance received by
the beneficiary households was free food; approximately one-tenth of both
the thirteenth and twenty-fifth week interview samples received free food
during the beneficiary's unemployment spell. Less than 10 percent of each
sample had received an increase in the value of food stamps/welfare pay-
ments from the preunemployment month to the month prior to the thirteenth
(twenty-fifth) week interview; most households received no such support,
either before or after unemployment.
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10. Approximately one-fifth of the thirteenth (twenty-fifth) week
sample had one or more nonbeneficiary household members who began to work
more hours following the onset of the beneficiary's unemployment spell.

In over one-fifth (one-fourth) of the thirteenth (twenty-fifth) week
sample households one or more nonbeneficiary household members began to
look for work following the onset of the beneficiary's unemployment spell;
approximately one-tenth (one-seventh) of the thirteenth (twenty-fifth)
week sample had at Teast one nonbeneficiary household member who began
working following the onset of the beneficiary's unemployment spell.

The adjustments which involved a nonbeneficiary household member either
seeking or obtaining work tended to be undertaken more frequently by those
households for which benefits tended to be less vs. more adequate.

11. Analysis of the timing of adjustments undertaken by the twenty-
fifth week sample indicated that most of their adjustments to unemploy-
ment had been made by the time of the thirteenth week interview. Typically,
most households that made adjustments had done so by the end of the month
prior to the thirteenth week interview, and then maintained those adjust-
ments at about the same level through the next three months of the bene-
ficiary's unemployment. No systematic pattern between the timing of
adjustments (before/after the thirteenth week interview) and the extent
of benefit adequacy was apparent.

12. Over one-fourth of those known to have returned to work had been
out of work 21 weeks or more prior to reemployment, and over two-fifths of
this group had been without work for at least 17 weeks prior to reemployment.
No pattern is apparent between the level of benefit adequacy and weeks out
of work prior to reemployment.

13. Approximately one-fourth of the reemployment claimant sample
obtained their new jobs through employer recall. Direct employer contacts
and information provided by friends/relatives also were important sources
of job leads that resulted in reemployment. The Arizona Job Service pro-
vided the job leads for only five percent of those who were reemployed.

xvii



14. Compared with preunemployment jobs, reemployment jobs
tended to provide about the same rates of pay but slightly fewer hours
of work; overall, there is some indication that commutation time tended
to be somewhat greater on new jobs, relative to preunemployment jobs.

Over two-thirds of the reemployment claimant sample obtained jobs that
required the same type of work as done on preunemployment jobs. About

half of those reemployed reported no chanae in job satisfaction
(compared with that on preunemployment jobs); of the remainder, over
twice as many beneficiaries indicated an increase in job satisfaction

as the number indicatino a decrease in satisfaction in their new jobs
(compared with preunemployment jobs). There is some indication that a
greater percentage of the beneficiaries for whom benefits were more vs.

less adequate experienced increases in job satisfaction.
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CHAPTER 1
INTRODUCTION

~==~ The Arizona Benefit Adequacy (ABA) Study was initiated in the summer
of 1975 to investigate the adequacy of unemployment insurance (UI) benefits
relative to the preunemployment standard of 1iving established by the
beneficiary, and to assess adjustments undertaken by beneficiaries during
their U"emp1Qqugﬁw§ggll;:]Three waves of household interviews were con-
Mgaztéd.vyfﬁé‘first occurred after five consecutive weeks of compensated
unemployment, and was designed to obtain information on the beneficiary's
preunemployment income and expenditure levels. The second and third
interview waves occurred following thirteen and twenty-five consecutive
weeks of compensated unemployment, and were designed to obtain information
on the adjustments undertaken by the beneficiary in response to the bene-
ficiary's unemployment. A follow-up mail questionnaire was employed to
determine the labor force status and reemployment experiences (if any) of
those beneficiaries who did not continue to file for consecutive weeks of
compensated unemployment for the entire twenty-five week period following
their initial claims for UI benefits.

The purpose of this report is to present the results of the analysis
based upon the thirteenth and twenty-fifth week interviews. The data
obtained from these interviews, in conjunction with information obtained
at the fifth week interview (analyzed in a prior report entitled The
Adequacy of Unemployment Insurance Bepefi ts: An Analysis of Weekly Benefits
Relative to Preunemployment Expenditure Levels), provide the basis for a
detailed analysis of the types and amounts of adjustments undertaken during
continuous unemployment spells of thirteen and twenty-five weeks in
duration. The overall orientation of the entire ABA study emphasizes
the concept and measurement of benefit adequacy. )

The adjustments undertaken in response to the beneficiary's unemploy-
ment provide information on the kind and extent of hardships beneficiaries
actually incur at specified periods during the receipt of unemployment
benefits. In this report, adjustments are analyzed for the sample as a



whole and also for groups of beneficiary households, classified by the
adequacy measure used in the first report. That measure is the degree
to which the weekly benefit amount covers the beneficiary's share of the
household preunemployment necessary and obligated expenses.

A basic hypothesis of this analysis is that the frequency with which
groups of beneficiary households undertake adjustments in response to the
beneficiary's unemployment, and the magnitude of such adjustments, are
inversely related to the relative degree of UI benefit adequacy recorded
for the beneficiaries who reside in these household groups. An assumption
is that the pressures on the beneficiary household to undertake adjust-
ments in response to the beneficiary's unemp]byment were greater, on
average, for those households in which the beneficiary's weekly benefit
payment was less vs. more adequate. This may be more clearly indicated by
considering the specific components of the benefit adequacy measure utilized
in this study.! This measure is given by:

WBA

BENAD = TEYBENSES) x (BEN. SHARE)  Where:

BENAD is the measure of the adequacy of the weekly benefit payment
for an individual beneficiary;

WBA is the UI weekly benefit amount to which the beneficiary is
entitled on the basis of earnings in the high quarter of the base
period;

EXPENSES 1is the total of (weekly) necessary and obligated expenses
of the beneficiary household during the preunemployment month;

BEN. SHARE is the ratio of the beneficiary's gross wages in the
preunemployment month to total gross recurring household income
during the same month; this ratio defines the beneficiary's "pro-
portionate share" of the necessary and obligated expenses of the
beneficiary household.
It is important to emphasize that this measure of benefit adequacy is defined
for each beneficiary within the context of his/her hcusehold circumstances.
These circumstances are reflected by the total of necessary/obligated
expenses for the entire household and the (recurring} income available to

meet these expenses from sources other than the beneficiary's prior earnings.



In effect, then, it is hypothesized that a reasonable index of the pressures
experienced by the entire beneficiary household to adjust to the beneficiary's
unemployment is provided by the extent to which weekly UI benefits cover
the proportion of household (necessary/obligated) expenses previously covered
by the beneficiary's earnings. At a general level, this expectation cer-
tainly appears to be a reasonable one. For example, the hypothesis implies
that the pressures experienced by the beneficiary household to adjust to
the beneficiary's unemployment were greater, on average, for households in
which the beneficiary's WBA covered only one-third of his/her "proportionate
share" of the necessary/obligated expenses of the household, compared with
households in which this WBA covered 100 percent of these prior expenses.?
It should be emphasized that the basic hypothesis described above is
appropriate for the "average" household in a particular benefit adequacy
category. However, two beneficiaries with the same measured level of
benefit adequacy could reside in households in which quite different
pressures to adjust to the beneficiary's unemployment would be experienced.
Even if the two beneficiaries had the same level of UI benefit adequacy,
the level of total recurring household income replaced by UI benefits could
be greater for one beneficiary than for the other. This may occur because
one household spent more of its household income on necessary/obligated
expenses than did the other,or because one household had less nonbene-
ficiary earnings than another. However, across the households analyzed,
it is assumed that these other factors essentially can be ignored as long
as adjustments are analyzed only for groups of households, classified by
the Tevel of benefit adequacy experienced by the individual beneficiaries
who reside in these households. Thus, differences in the levels of benefit
adequacy for the beneficiaries who reside in two particular groups of house-
holds (classified by the adequacy of benefits for individual claimants) may
be used as an indication of differences in the pressures experienced by
these two groups of households to adjust to the beneficiary's unemployment.
Another important point to recognize in the subsequent anafyéis of
adjustments to unemployment experienced by groups of households (classi-
fied into different benefit adequacy categories) is that adjustments
undertaken in response to the beneficiary's unemployment very likely
are directly related to the capability of the households to make a



variety of adjustments, This point may be c]arified by referring to the
formula for the benefit adequacy measure provided above. Four variables
interact to determine the level of benefit adequacy. These variables are:

(1) the size of the weekly UI benefit payment;

(2) the (weekly) total of necessary/obligated expenditures of
the beneficiary household during the preunemployment month;

(3) the beneficiary's gross wages in the preunemployment month;
and

(4) the gross recurring income of the beneficiary household during
the preunemployment month.

Because each of these four variables has an influence on the degree of measured
benefit adequacy, it is 1ikely that a fairly strong (simple) correlation
between the benefit adequacy measure and any one of these variables will be
found. To illustrate this point, Appendix A-2 contains a cross tabulation
of the beneficiary's gross earnings in the preunemployment month by benefit
adequacy category (for claimants who received benefits for thirteen consec-
utive weeks). This cross tabulation indicates a strong, negative correlation
between the level of benefit adequacy and the beneficiary's monthly earnings,
as would be expected (the WBA is constrained by a statuatory maximum of
$85/week, whereas earnings are unconstrained); for example, just over 60
percent of the households classified into the lowest benefit adequacy cate-
gory had gross monthly earnings of at least $1000. The comparable percentage
of beneficiaries with earnings of this much declines sharply as successively
higher benefit adequacy categories are examined, and only 5 percent of the
household units in the highest benefit adequacy category had beneficiary
earnings of at least $1000 in the preunemployment month. As would be
expected, the measure of benefit adequacy also is related inversely to both
the level of total household recurring income and to the level (and the
beneficiary's share) of total necessary/obligated expenses for the household
during the preunemployment month.® Households with lower levels of benefit
adequacy for the beneficiary tended (very strongly) to have higher levels
of necessary/obligated expenses and tended (less strongly) to have higher
levels of total gross recurring household income. Combined with the infor-
‘mation provided above, these relationships indicate that households



classified into lower (vs. higher) benefit adequacy categories
tended to have: (1) higher gross beneficiary earnings in the preunemploy-
ment month; (2) higher gross recurring household income during the preun-
employment month; and (3) higher levels of necessary/obligated expenses,
both for the entire household and for the beneficiary's share of the house-
hold total of such expenses. Presumably, the capability of households to
make a number of adjustments to unemployment--especially financial adjust-
ments such as borrowing money or liquidating assets--tends to increase
directly with income (and wealth). Thus, the results above suggest that
the households with relatively low benefit adequacy also tended to be
household units that had a relatively greater capability to undertake
selected types of (financial) adjustments (because of higher past bene-
ficiary or household income). It might also be argued that the households
with higher vs. lower absolute expenditure levels have more room to cut
expenses--if so, those in the lower benefit adequacy categories also were
more able to make these adjustments because their prior expenditure levels
tended to be higher than was the case for those in the higher benefit
adequacy categories.™

The above discussion indicates that the adjustments actually under-
taken by a'group of households 1ikely would reflect the pressures to make
adjustments (because of the degree of benefit adequacy for the group) and/or
the capability of that group to make adjustments (because of prior earnings
of the beneficiary, for example). Obviously, it is not possible to determine
whether a particular adjustment was undertaken by a group of households
primarily because of pressures on the householq;living standard or because
of the relative ease with which that particular type of adjustment could
be made. Furthermore, it should be noted that the adjustments to unemploy-
ment analyzed in the remainder of this report each are considered separately.
The total pattern of adjustments undertaken by each household 1is not
analyzed. Hence, whether a particular household (or even a group of house-
holds) undertakes a particular adjustment depends upon the overall pressures
to undertake adjustments and/or the relative ease with which a particular
adjustment may be made. Given the relevant constraints on household
behavior, households settle on an "adjustment package" that is based on the
benefits/costs of alternative adjustment strategies.



Given the above background, the separate adjustments undertaken by
the total sample and by groups of households, classified by benefit adequacy
category, are outlined below. The basic questions addressed are to what
extent did beneficiary households make any of the following adjustments
during a continued spell of unemployment of thirteen (or twenty-five)
consecutive weeks of compensated unemployment.

(1) Changes in household composition/size from the preunemployment

month to the month prior to the thirteenth (twenty-fifth) week
interview;

(2) Changes in the amount of nonbeneficiary household income
from the preunemployment month to the month prior to the
thirteenth (twenty-fifth) week interview;

(3) Changes in "necessary and obligated" expenditures from the
preunemployment month to the month prior to the thirteenth
(twenty-fifth) week interview;

(4) Changes in the minimum (reservation) wage rates that the
beneficiary would accept as a condition for reemployment;

(5) Acceptance of part-time employment by beneficiaries;

(6) Selected financial adjustments (e.g., the withdrawal of
savings on the part of the beneficiary household) and the
amount of cash from these financial adjustments used to
help meet household expenses;

(7) Resort to increases in the amount of public/private assistance
received relative to that recorded during the preunemployment
month; and

(8) Changes in the labor force activity of nonbeneficiary house-

hold members from the preunemployment month to the month
prior to the thirteenth (twenty-fifth) week interview.

A second dimension of the present study focuses on the timing of
household adjustments during the period of unemployment. This is accomplished
by investigating the proportion of beneficiary households that had undertaken
a specific adjustment during the first thirteen consecutive weeks of unem-
ployment vs. the first twenty-five consecutive weeks of the unemployment
spell. This analysis could be undertaken only for the subset of the total
sample that experienced twenty-five consecutive weeks of compensated unem-
ployment.

The final aspect of the labor market experiences of the beneficiaries
considered in this report focuses on the characteristics of the new jobs



obtained by those workers who had become reemployed by the time that the
twenty-fifth week interviews had been completed. Included in this portion
of the report are analyses of the reemployment wage rate (compared with
the preunemployment wage rate) and other dimensions of the reemployment
options selected (e.g., hours worked and commutation time). Emphasis is
placed on the overall (relative) quality of the new jobs that these bene-
ficiaries obtained, as well as on the relationship between the amount of
measured benefit adequacy which was recorded for each beneficiary house-
hold during the preunemployment month and the characteristics of the
reemployment option selected.

Chapter II contains an analysis of the above adjustments during the
first thirteen weeks of compensated unemployment. A similar analysis,
based upon adjustments during twenty-five consecutive weeks of compensated
unemployment, is presented in Chapter III, together with an analysis of the
timing of these adjustments during the unemployment spell. The relation-
ship between benefit adequacy and new job characteristics for those bene-
ficiaries who obtained reemployment by the time of the twenty-fifth week
interview is examined in Chapter IV. In Chapter V, the principal findings
of this study are presented.



FOOTNOTES FOR CHAPTER I

1The measure of adequacy utilized is developed in detail in the
prior report referenced above. Also, a brief discussion of the measure
is provided in Appendix A-1.

2Moreover, the pressure to adjust in terms of total necessary/
obligated expenses for the household generally would be reflective of
the pressure to adjust in terms of total household expenses. For example,
necessary/obligated expenses amounted to at least 80% of total household
expenses for about two-thirds of the sample analyzed during the preunem-
ployment month (see The Adequacy of Unemployment Insurance Benefits: An
Analysis of Weekly Benefits Relative to Preunemployment Expenditure
Levels, p. 43.) This prior report provides a discussion of the differ-
ences between the two expense concepts and why only necessary/obligated
expenses were included in calculating the relative degree of benefit
adequacy.

3These results are not shown but are available upon request.

*Another dimension of the capability of the beneficiary households to
make certain types of adjustments is related to the possiblility of other
household members obtaining a job or increasing work effort on an existing
job as a result of the beneficiary's unemployment. Obviously, the possi-
bilities for making such adjustments depend importantly on the composi-
tion of the beneficiary household. Furthermore, there is a fairly strong
relationship between household type and benefit adequacy (results are not
shown but are available upon request). For example, one-person households
accounted for only 9 percent of the household units classified into the
lowest benefit adequacy category; in contrast, one-person households
accounted for 41 percent of the household units classified into the highest
benefit adequacy category. Since one-person households cannot adjust to
the beneficiary's unemployment by having an additional household member
seek work or work more hours (at least not without first acquiring an addi-
tional household member), these results suggest that those beneficiary
households with a Tow degree of benefit adequacy also tended to have
greater capability to offer such adjustments because of their household
compositions. This point also may be seen by examining household groups
comprised of a single earner and three or more household members. Over
half of the beneficiaries in the lowest benefit adequacy category lived
in this type of household, but this percentage declines for each successively
higher benefit adequacy category (with only 3 percent of the beneficiaries
in the highest benefit adequacy category in households of this type). If
it is assumed that beneficiary households of this type have a relatively
greater capability to adjust to the beneficiary's unemployment spell
through an additional household member seeking work, then the capability
of the households to undertake this type of adJustment is 1nverse1y related
to the degree of benefit adequacy.



CHAPTER 11

ANALYSIS OF ADJUSTMENTS THROUGH THIRTEEN CONSECUTIVE
WEEKS OF COMPENSATED UNEMPLOYMENT

The purpose of this chapter is to present the results of the analysis
of the thirteenth week interview data; a copy of the household survey
questionnaire utilized to obtain these data has been placed in Appendix
B-1. Of the 3196 respondents to the fifth week's interview, analyzed in
the prior report referenced in Chapter I, a total of 2074 (or 64.9%)
experienced thirteen consecutive weeks of compensated unemployment and
therefore were eligible for potential inclusion in the thirteenth week
sample. Of this total group, 19 persons moved out of state and there-
fore were not eligible for an interview; nonrespondents to the interview
totaled 325, so completed questionnaires were obtained for 1730 persons.!
For each of these questionnaires, the total inconfe of the beneficiary
household during the first full calendar month prior to the interview was:
compared with the total of itemized expenditures for the same period.

The interval Timits for the "balancing differences" test ranged from 0.75
to 1.25, and any questionnaire with a ratio of expenditures to income

that fell outside of these Timits was subjected to additional verification
by the project staff. Once such follow-up procedures were exhausted
(including both mail and personal contact), it was necessary to remove 96
cases (5.5% of the completed questionnaires) from the data base for the
analysis contained in this chapter. The total sample upon which the
analysis presented in this chapter is based therefore totals 1634 persons.

CHARACTERISTICS OF THE CLAIMANT SAMPLE

Appropriate statistical tests were conducted to determine if the
characteristics of respondents to the thirteenth week questionnaire were
significant]y different from the characteristics of nonrespondents. Such
tests are necessary to investigate the presence of any nonresponse bias
which would 1imit the implications of the results of this analysis for a
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broader population of unemployment insurance beneficiaries. The character-
istics examined included the following: sex, age, ethnic group, potential
duration of weekly benefits, the weekly UI benefit amount, household type,
gross weekly wages in the employed month and net weekly wages in the
employed month. The percentage distributions of respondents and non-
respondents by these characteristics are presented in Appendix Table B-2;
also included is a coefficient for each comparison which-indicates the
probability of obtaining a difference between the two sample proportions

as large or larger than one actually observed due to chance alone, if the
two samples had been drawn from the same population.

The information presented in Appendix Table B-2 indicates the absence
of any important bias in the respondent sample upon which the analysis pre-
sented in this chapter is based. No statistically significant differences
between respondents and nonrespondents were found with respect to the
following characteristics: sex, age, ethnic group, potential benefit
duration, weekly benefit amount and household type. Few statistically
significant differences were apparent between respondents and nonrespondents
for the two measures of weekly wages in the preunemployment month. The
conclusion drawn from this comparison of respondent vs. nonrespondent
characteristics is that the adjustments to unemployment.data analyzed in
this chapter are not subject to significant nonresponse biases which would
1imit the implications of this analysis.

ANALYSIS OF ADJUSTMENTS TO UNEMPLOYMENT

The onset of a period of thirteen consecutive weeks of compensated
unemployment could induce a multitude of adjustments on the part of the
beneficiary household. The type and magnitude of such adjustments obviously
would depend upon the options available to individual households and the
relative severity of the pressures created by the beneficiary's unemploy-
ment. The adjustments investigated in this chapter include the following:
1) changes in household type;

2) changes in nonbeneficiary household income;
3) changes in "necessary and obligated" expenses;
4) changes in reservation wage rates and other dimensions

of the reemployment option;
(5) changes in partial earnings;

FN NN
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(6) changes in savings levels;

(7) other selected financial adjustments undertaken;

(8) amounts of cash used to help meet expenses obtained
from these selected financial adjustments;

(9) changes in the amounts of public/private assistance
received; and

(10) changes in the labor force activity of household members
other than the beneficiary.

For each adjustment, emphasis first is placed on the magnitude of
adjustments undertaken by the total thirteenth week sample. As noted in
Chapter I, each adjustment also is analyzed for the sample grouped by the
following benefit adequacy categories utilized in the analysis of the fifth
week interview data:2

Values for Benefit
Benefit Adequacy Category Adequacy Measure (%)

BENAD35 35% or less
BENAD3650 36% to 50%
BENAD5165 51% to 65%
BENAD6685 66% to 85%
BENAD8699 : 86% to 99%
BENAD100 100% or more

As is apparent, the numerical sequencing of the benefit adequacy categories
is from the interval of least adequacy (35% or less, for BENAD35) to the
interval of greatest benefit adequacy (100% or more, for BENAD100).

Changes in Household Type

Thirteen consecutive weeks of compensated unemployment could be
expected to induce some changes in the composition of the beneficiary
household from the emp]pyed month to the month prior to the thirteenth
week interview. For the purpose of this analysis, three household types
are considered: ‘

(1) households in which the beneficiary is the only
household member (one-earner--one person HH);

(2) households in which the beneficiary resides with
one or more additional (nonearner) individuals
(one-earner--multi-person HH);
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(3) households in which the beneficiary resides with
one or more additional persons, at least one of
whom also was an earner (multi-earner--multi
person HH).

The changes in household type from the employed month to the month
prior to the thirteenth week interview are indicated in Table II-1. Two
sets of numbers appear in each cell of this (and subsequent) cross tabula-
tions. The upper number is denoted as the "row percentage" and indicates
the percentage of persons included in the entire row that are classified
into that particular cell. For example, in Table II-1 the 93.9 value in
the upper left-hand cell indicates that 93.9 percent of the 394 households
classified as one-earner--one-person households during the preunemployment
month (see the row total of 394 at the far right-hand edge of this row)
also were classified as one-earner--one-person households during the month
prior to the thirteenth week interview. The other row percentages may be
interpreted in an analogous manner. Typically, row percentages are empha-
sized in the report. The lower number which appears in each cell of the
cross tabulation is denoted as the "column percentage." This number indi-
cates the percentage of persons in that column of the cross tabulation
accounted for by that particular cell. For example, the 93.7 value (in
parentheses) in the upper left-hand cell of the cross tabulation indicates
that 93.7 percent of the 395 households classified into the one-earner--
one-person household category during the month prior to the thirteenth week
interview (see the column total of 395 at the bottom of the first column)
also were classified into the one-earner--one-person household category
during the preunemployment month.

Results for the Total Sample. The information contained in Table
II-1 suggests that the great majority of the household units did not change
their household type status over the relevant time interval. In fact,
85.7 percent of the 1597 households encompassed by the cross tabulation
were in the same household type category during the month prior to the
thirteenth week interview as they were during the employed month.® There
were, however, some important differences in the proportion of households
making such adjustments among the three household types considered.
Whereas only 6.1 percent of the one-earner--one-person households changed
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TABLE II-1

CROSS TABULATION OF HOUSEHOLD TYPE DURING THE EMPLOYED MONTH
BY HOUSEHOLD TYPE DURING THE MONTH PRIOR TO THE THIRTEENTH

WEEK INTERVIEW

Household Type at Thirteenth Week Interview

Household Type One-Earner-- One-Earner-- Multi-Earner-- Row Total
During Employed One-Person Multi-Person Multi-Person Row Pct.
Month HH HH HH

One-Earner--

One-Person - 93.9 3.6 2.5 394
HH (93.7) ( 2.4) (1.6) 24.7

One-Earner--

Multi-Person 2.3 79.4 18.3 650
HH ( 3.8) - (87.3) (19.5) 40.7

Multi-Earner--

Multi-Person 1.8 11.0 87.2 553
HH (2.5) 10.3 (78.9) 34.6

Column Total 395 591 611 1597

Column Pct. 24.7 37.1 38.2 100.0

Number of missing observations = 37.
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household type over the relevant period, 20.6 percent of one-earner--
multi-person household types changed to a different classification; in

this latter instance, almost all of these changes were into the multi-
earner--multi-person households (i.e., another earner besides the bene-
ficiary was added during the beneficiary's spell of unemployment). This
type of adjustment--an increase in the number of earners--would, of course,
be easier to implement for the one-earner--multi-person household than for
the remaining household types.

Table II-1 also indicates that 12.8 percent of the beneficiary
households originally classified into the multi-earner--multi-person house-
hold category changed their household type status from the employed month
to month prior to the thirteenth week interview. Apparently, most of these
latter changes resulted from circumstances in which some household member
besides the beneficiary went from earning to nonearning status during the
beneficiary's unemployment. Hence, the financial pressures experienced by
these beneficiary households were increased even more because of the loss
of the earnings of a nonbeneficiary household member, in addition to the
earnings loss associated with the beneficiary's unemployment spell.
Presumably, such changes in earnings status of other household members is
involuntary in most cases, because of the pressure on household living
standards that resulted from the beneficiary's unemployment. Clearly,
unemployment of the beneficiary does not preclude the possibility that other
household members also might become unemployed. Other reasons for the loss
of earnings of a household member other than the beneficiary were extremely
varied, including labor force withdrawal due to a birth and retirement due
to disability.

Results for Benefit Adequacy Subgroups. Insight into the household
type adjustments undertaken by household groups, classified by benefit
adequacy status, is provided by the information contained in Table II-2.
The three benefit adequacy categories utilized here represent a consolida-
tion of the six discussed earlier in this report, and are defined as
follows:*
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TABLE II-2

CROSS TABULATION OF HOUSEHOLD TYPE DURING THE EMPLOYED MONTH

BY HOUSEHOLD TYPE DURING THE MONTH PRIOR TO THE THIRTEENTH

WEEK INTERVIEW, BY BENEFIT ADEQUACY CATEGORY

Household Type at Thirteenth Week Interview

Household Type One-Earner-- One-Earner-- Multi-Earner-- Row Total
During Employed One-Person Multi-Person Multi-Person Row Pct.
Month HH HH HH

PART A: BENAD50
One-Earner-- 90.6 9.4 0.0 64
One-Person HH (86.6) (2.7) ( 0.0) 14.5
One-Earner-- 1.8 75.2 23.0 274
Multi-Person HH ( 7.5) (91.6) (42.0) 62.0
Multi-Earner-- 3.8 12.5 83.7 104
Multi-Person HH ( 6.0) ( 5.8) (58.0) 23.5
Column Total 67 225 150 442
Column Pct. 15.2 50.9 33.9 100.0

PART B: BENAD5185
One-Earner-- 96.8 1.1 2.2 185
One-Person HH (94.2) ( 0.7) (1.4) 24.4
One-Earner-- 2.6 81.6 15.8 304
Multi-Person HH ( 4.2) (86.7) (17.1) 40.2
Multi-Earner-- 1.1 13.4 85.4 268
Multi-Person HH  ( 1.6) (12.6) (81.5) 35.4
Column Total 190 286 281 757
Column Pct. 25.1 37.8 37.1 100.0

PART C: BENADS86
One-Earner-- 91.7 4.1 4.1 145
One-Person HH (96.4) ( 7.5) ( 3.3) 36.4
One-Earner-- 2.8 86.1 11.1 72
Multi-Person HH ( 1.4) (77.5) ( 4.4) 18.1
Multi-Earner-- 1.7 6.6 91.7 181
Multi-Person HH ( 2.2) (15.0) (92.2) 45.5
Column Total 138 80 180 398
Column Pct. 34.7 20.1 45.2 100.0

Number of missing observations = 37.
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Values for Benefit
Benefit Adequacy Category Adequacy Measure (%)

BENAD50 50% or less
BENAD5185 51% to 85%
BENAD86 86% or more

The evidence presented in Table II-2 indicates that changes in
household type were more likely among the households for which benefits
were least adequate (BENAD50), and less likely among the households for
which benefits were most adequate (BENAD86). For example, the proportion
of households within each benefit adequacy category that changed house-
hold type status from the employed month to the month prior to the thir-
teenth week interview is as follows:5

Proportion that Changed
Benefit Adequacy Category Household Type Status

BENAD50 20.6%
BENAD5185 13.3%
BENAD86 9.3%

Thus, about twice as many of the households in the lowest adequacy category
(BENAD50) changed household types, compared with the percentage of changers
in the top adequacy category (BENAD86). Furthermore, it is apparent from
Table II-2 that the most important type of adjustment in household status
was a movement from the one-earner--multi-person to the multi-earner--multi-
person classification. For example, for the BENAD50 group, 23 percent of
the households that originally were classified into the one-earner--multi-
person category had moved, by the month prior to the thirteenth week inter-
view, into the multi-earner--multi-person household classification. The
analogous movements for the BENAD5185 and BENAD86 groups were 15.8 percent
and 11.7 percent, respectively. Thus, the evidence is consistent with the
hypothesis that the incidence of adjustments in household type would be
more likely among households for which the level of weekly UI support is
less vs. more adequate.
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Changes in Nonbeneficiary Household Income

As indicated in the prior section, the loss of the beneficiary's wages
due to unemployment could be compensated for by an increase in the labor
market earnings of other household members. Other sources of household
income, including any nonwage income received by the beneficiary, also
could be available to help meet household expenses during the beneficiary's
unemployment. The measure of the change in household income not due to
changes in the beneficiary's earnings or UI support used in this analysis
was constructed in the following manner. From the total of gross recurring
household income during the employed month, the beneficiary's gross wages
were subtracted. Similarly, from the total of gross recurring household
income during the first full calendar month prior to the thirteenth week
interview, any wages which the beneficiary may have received and the amount
of UI benefits received were subtracted. The value of nonbeneficiary house-
hold income computed above for the employed month was subtracted from the
amount computed for the month prior to the thirteenth week interview, and
this difference was expressed as a percentage of the beneficiary's gross
earnings in the employed month. Positive percentages indicate the propor-
tion of the beneficiary's gross wages in the employed month replaced by an
increase in nonbeneficiary household income (plus any increase in nonwage
income received by the beneficiary) from the employed month to the month
prior to the thirteenth week interview.

Results for the Total Sample. The appropriate detail on the change

in nonbeneficiary household income is provided in Table II-3. The results
for the total sample are contained in the bottom row (denoted as the
“column percent") of the table. One-half (50.3%) of the total sample had
no change in the flow of nonbeneficiary household income from the employed
month to the month prior to the thirteenth week interview. In contrast,
about one-sixth (16.3%) of these households experienced an increase of 20
percent or more, and an additional one-seventh (14.6%) experienced an
increase of from 1 percent through 19 percent. Thus, almost one-third of
the total sample experienced some increase in the flow of nonbeneficiary
household income (including any nonwage income attributable to the bene-
ficiary) from the employed month to the month prior to the thirteenth week
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TABLE II-3

CROSS TABULATION OF THE DIFFERENCE BETWEEN NONBENEFICIARY HOUSE-
HOLD INCOME (INCLUDING ANY NONWAGE INCOME ATTRIBUTABLE TO THE

BENEFICIARY) IN THE EMPLOYED MONTH AND IN THE MONTH PRIOR TO THE
THIRTEENTH WEEK INTERVIEW, EXPRESSED AS A PERCENTAGE OF THE BENE-

FICIARY'S GROSS EARNINGS IN THE EMPLOYED MONTH BY BENEFIT

ADEQUACY CATEGORY

Benefit Adequacy
Category

Change in Nonbeneficiary Household Income

35% or less

36% - 50%

51% - 65%

66% - 85%

86% - 99%

100% or more

Column Total
Column Pct.

Row Total

Less than 0% 0%  1%-19% 20% or more Row Pct.
14.3 48.3 10.9 26.5 147
( 6.9) ( 8.8) (6.8) (14.8) 9.1
12.9 49.3 18.2 19.5 302
(12.9) (18.4) (23.4) (22.4) 18.7
17.0 51.7 14.7 16.7 389
(21.8) (24.8) (24.3) (24.7) 24.1
21.2 51.6 13.4 13.7 372
(26.1) (23.7) (21.3) (19.4) 23.1
26.2 44.6 14.9 14.3 168
(14.5) (9.3) (10.6) (9.1) 10.4
23.2 52.4 13.7 10.7 233
(17.8) (15.1) (13.6) (9.5) 14.5
303 810 235 263 1611
18.8 50.3 14.6 16.3 100.0

= 23.

Number of missing observations
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interview. In contrast, nearly one-fifth of the sample experienced a loss
in nonbeneficiary household income, in addition to the loss of the bene-
ficiary's earnings; a number of factors could account for the decrease in
other household income (including the unemployment of other household
members as noted in the prior section). As would be expected, fewer of
the one-earner--one-person households recorded any change in nonbene-
ficiary household income (including nonwage income of the beneficiary)
than was the case for the multi-person households; for a more detailed
investigation of nonbeneficiary income changes within each of the three
household types, the reader is referred to Appendix Table B-3.

Results for Benefit Adequacy Subgroups. The results of the analysis

of changes in nonbeneficiary household income for households classified by
benefit adequacy category also are included in Table II-3. These data
suggest that beneficiary households for which UI benefits were less vs.
more adequate were more 1ikely to compensate for lost earnings through
the receipt of relatively greater amounts of nonbeneficiary household
income. For example, the following percentages of households in various
benefit adequacy categories experienced some increase in the receipt of
nonbeneficiary household income:

Percentage of Households Receiving

Increases in Nonbeneficiary House-

hold Income Equal to Specified

Percentages of the Beneficiary's
Gross Wages in the Employed Month

Benefit Adequacy Category 1%-19% + 20% or more = 1% or more
BENAD35 10.9 26.5 37.4
BENAD3650 18.2 19.5 37.7
BENAD5165 14.7 16.7 31.4
BENAD6685 13.4 13.7 27.1
BENAD8699 14.9 14.3 29.2
BENAD100 13.7 10.7 24.4

The percentage of households which received nonbeneficiary household income
equal to 20 percent or more of the beneficiary's gross wage in the employed
month generally falls as the level of benefit adequacy increases. A similar
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but less pronounced pattern is evident for the percentage of households
that received nonbeneficiary household income of 1 percent or more of the
beneficiary's gross wages in the employed month.

Changes in Paid Expenses

The pressures experienced by beneficiary households during the bene-
ficiary's unemployment spell would be expected to result in a reduction in
payments for necessary and obligated expenses in many households, especially
those in the lower benefit adequacy categories. The measure of the change
in the total of paid necessary/obligated expenses utilized in this analysis
was constructed in the following manner. The total paid (not charged) for
purchases of necessary/obligated goods and services during the employed
month were subtracted from the total of those expenses paid (not charged)
during the month prior to the thirteenth week interview, and this difference
was expressed as a percentage of paid necessary and obligated expenses in
the employed month. Hence, the measure utilized reflects the percentage
change in these expenditures from the employed month to the month prior to
the thirteenth week interview.

Results for the Total Sample. The results for the total Samp]e in
Table II-4 indicate that substantial changes in the level of paid necessary/
obligated expenditures occurred between the employed month and the month
prior to the thirteenth week interview (see the bottom row of the table
denoted as the "column total"). For example, two-thirds of the households
recorded some decline in the total of paid necessary and obligated expenses,
and almost one-fifth of these households experienced declines of 40 percent
or more of the level of expenses recorded in the employed month. Over two-
fifths of the total sample experienced declines in these paid expenditures
of at Teast 20 percent from the preunemployment month to the month prior
to the thirteenth week interview. (One-third experienced no change or
an increase in these paid expenses during this period.) Although numerous
other types of adjustments may be undertaken by beneficiary households as

a result of the beneficiary's prolonged unemployment spell, the evidence
presented here strongly indicates that substantial adjustments were under-
taken by many of these households in the form of reductions in the total
of paid necessary and obligated expenses.
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TABLE II-4

CROSS TABULATION OF THE DIFFERENCE BETWEEN PAID NECESSARY AND
OBLIGATED EXPENSES IN THE EMPLOYED MONTH AND IN THE MONTH
PRIOR TO THE THIRTEENTH WEEK INTERVIEW, EXPRESSED AS A PER-
CENTAGE OF PAID NECESSARY AND OBLIGATED EXPENSES IN THE
EMPLOYED MONTH, BY BENEFIT ADEQUACY CATEGORY

Change in Paid Expenses

Benefit Adequacy ~ Row Total
Category -40% or less -39% to-20% -19% to-1% 0% or more Row Pct.
35% or less 42.8 29.7 11.7 15.9 145
(20.3) (11.3) ( 4.5) ( 4.3) 9.1
36% - 50% 35.2 29.5 18.5 16.8 298
(34.4) (23.1) (14.5) (9.4) 18.7
51% - 65% 18.3 30.2 28.2 23.3 387
(23.3) (30.7) (28.7) (17.0) 24.2
66% - 85% 10.8 24.1 27.1 37.9 369
(13.1) (23.4) (26.3) (26.4) 23.1
86% - 99% 6.5 15.4 31.4 46.7 169
( 3.6) ( 6.8) (13.9) (14.9) 10.6
100% or more 7.0 7.9 20.2 64.9 228
(5.2) (4.7) (12.1) (27.9) 14.3
Column Total 305 381 380 530 1596
Column Pct. 19.1 23.9 23.8 33.2 100.0

Number of missing observations = 38.
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Results for Benefit Adequacy Subgroups. A much larger proportion
of the households for which benefits were less vs. more adequate undertook
large reductions in paid expenses for goods and services included in the
necessary and obligated category. This pattern is evident in the following
summary table constructed from the information contained in Table II-4:
Percentage of Households Making

Specified Percentage Reductions
in Paid Necessary and Obligated

Expenditures
Benefit Adequacy Category 40% or more + 20% to 39% = 20% or more
BENAD35 42.8 29.7 72.5
BENAD3650 35.2 29.5 64.7
BENAD5165 18.3 30.2 48.5
BENAD6685 10.8 24.1 34.9
BENAD8699 6.5 15.4 21.9
BENAD100 7.0 7.9 14.9

Almost three-fourths of the households in the Towest benefit adequacy
category reduced these paid expenses by 20% or more, compared with an
adjustment of this magnitude by only about one-seventh of the households

in the highest benefit adequacy category. Perhaps even more striking is

the fact that over two-fifths of the households in the lowest benefit ade-
quacy category (BENAD35) reduced these paid expenses by 40% or more, whereas
fewer than one of fourteen of the households in the top two benefit adequacy
categories undertook such a large cut in paid expenses.

Additional Analysis of Paid Expense Adjustments. Additional detail

on the adjustments in paid necessary and obligated expenses is provided in
Appendix B-4 in which the adjustments are presented by benefit adequacy
category for each of the three basic household types (one-earner--one
person, one-earner--multi-person, and multi-earner--multi-person) discussed
earlier in this report. The general pattern which may be observed in these
data is the tendency for expenditur