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EXECUTIVE SUMMARY

The primary purpose of the unemployment insurance (UI) system is to provide temporary
income support to workers who have lost their jobs through no fault of their own. Ideally, this
income support should be available until unemployed workers find suitable reemployment.
However, because the availability of income support may create a disincentive to search for and
accept reemployment, state UI programs limit the duration of UI benefit receipt. In most states,
the limit is 26 weeks for the regular state program.

Due to the limited duration of UI benefits, some individuals exhaust their benefits. For the
regular state programs, 1.8 million individuals exhausted their benefits in calendar year 1989--a
number which implies a benefit exhaustion rate of about 28 percent among claimants who began
receiving Ul in the year ending in mid-1989. While this exhaustion rate is similar to the rates
experienced in previous periods of economic expansion, it is sufficiently large to ask whether policy
responses are necessary either to reduce the exhaustion rate or to ameliorate the financial
hardships caused by the cessation of UI benefits. In addition, the decline in the 1980s in the
proportion of the unemployed who receive UI benefits has focused greater policy attention on Ul
exhaustees, since exhaustees constitute a component of the group of unemplo' yed workers who are
not receiving Ul benefits. -

Policy responses to reduce the exhaustion rate or to alleviate the financial hardships associated
with exhaustion might entail (1) strengthening the work-search monitoring of claimants as their
unemployment spells lengthen, to encourage them to find and accept jobs; (2) providing expanded
reemployment services (e.g., job-search workshops, job referrals, or job training) to exhaustees or -
to potential exhaustees if they can be identified early in their unemployment spells; and (3)
extending the duration of benefits. Determining the appropriate mix of policies and how they
might be directed toward different types of exhaustees depends on the reasons for benefit
exhaustion and how these reasons differ by type of exhaustee. If some individuals exhaust their
benefits due to the disincentive effects of Ul, the policy response might be to encourage work
search through administrative actions. If, instead, exhaustions stem from a mismatch between the
skills of some recipients and the requirements of available jobs, job training and job-search
counseling might be appropriate for these individuals. If exhaustions occur because sufficient job
openings are not available to reemploy all recipients, benefit gxtensions might be appropriate.

The purpose of this study is to examine the characteristics and behavior of Ul exhaustees and
nonexhaustees, and to explore the implications of this information for policy formulation.

STUDY DESIGN AND IMPLEMENTATION

The UI exhaustee study was designed to provide nationally representative estimates of the
characteristics of Ul exhaustees and nonexhaustees. Sample selection was a two-stage process in
which 20 states were selected randomly in the first stage with a probability proportional to their -
number of Ul exhaustees. Simple random samples of recipients were then selected in the second
stage, and subsamples of exhaustees and nonexhaustees were interviewed in each state. The sizes
of these subsamples were adjusted to obtain nationally representative samples of exhaustees and
nonexhaustees.
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The exhaustee and nonexbaustee samples were chosen from individuals who began collecting
Ul benefits during a one-year period, October 1987 through September 1988. Overall, 1,920
exhaustees and 1,009 nonexhaustees were interviewed in fall 1989. This schedule provided an
average 20-month labor-market history beginning with the date of the pre-UI job loss.

Four elements of the study enhance its usefulness relative to previous studies: (1) the sample
is nationally representative, (2) the availability of the nonexhaustee sample in conjunction with the
exhaustee sample makes a thorough analysis of the factors underlying exhaustion possible, (3) few
exhaustees in the study sample were eligible for extended benefits, a situation which had
complicated previous analyses of exhaustees, and (4) the sample time frame provides an up-to-date
look at exhaustees. :

While these advantages of the present study are important, a further characteristic of the study
should be noted. The study was conducted in a period of economic expansion, although policy
interest in exhaustees is generally greatest during recessionary periods. Because the
nonrecessmnary population studied here is likely to differ from the population of exhaustees during
a recession (the analysis suggests that the population is likely to contain a lower percentage of job-
attached individuals), caution must be exercised in extrapolating the results to recessionary periods.

THE FACTORS UNDERLYING EXHAUSTION AND THE CHARACTERISTICS OF
EXHAUSTEES )

An analysis of the factors underlying exhaustion indicated that:

® A major distinction between exhaustees and nonexhaustees pertained to their
expectation about and ultimate likelihood of recall by their pre-UI employer.
Individuals who expected to be recalled and had-a definite date of recall were largely
nonexhaustees, since they were generally on temporary layoffs; individuals with no
recall expectations (that is, those on permanent layoffs or who were otherwise
permanently separated from their pre-Ul job) were more likely to be exhaustees.
Individuals who expected to be recalled but had no recall date (that is, those generally
on indefinite layofis) were more likely to be exhaustees than were individuals with
definite recall dates, but were less likely to be exhaustees than were individuals with
no recall expectations.

e Differences in recall probabilities accounted for many of the differences in pre-UI job
characteristics that were observed between exhaustees and nonexhaustees, such as the
fact that exhaustees were less likely to come from manufacturing industries.

® Among workers who did not expect to be recalled, older, female, and minority workers
were more likely to exhaust their UI benefits. Female workers who had working
spouses were also significantly more likely to exhaust their Ul benefits. These factors
had no significant effects on the likelihood of exhaustion for workers who expected
to be recalled.

® Higher local unemployment rates were associated with a higher probability of
exhaustion.
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® Higher Ul wage replacement rates increased the probability of exhaustion for workers
who did not expect to be recalled. Wage replacement rates did not significantly affect
the probability of exhaustion for workers who expected to be recalled.

® Longer potential durations lowered the probability of exhaustion. The effect of longer
potential durations on reducing the probability of exhaustion was greater for workers
who expected to be recalled.

An analysis of the factors underlying exhaustion and of the characteristics of exhaustees
suggested that it may be useful to think of the exhaustee population as comprising a number of
important and possibly overlapping subgroups of individuals. Important subgroups appear to be
dislocated workers, workers in seasonal industries, workers with short potential UI benefit
durations, workers with low skill levels who have difficulty in the labor market, and workers with
high skill levels who take some time to find an appropriate match in the job market.

THE LENGTH OF UNEMPLOYMENT SPELLS

An analysis of the lengths of unemployment spells by UI recipients (the period between the
date of the loss of the pre-UI job and subsequent reemployment) indicated that:

® The average completed spell of unemployment for U recipients was 20 weeks.

® The average completed spell of unemployment was 26 weeks for UI recipients who
did not expect to be recalled to their pre-UI jobs, 19 weeks for Ul recipients who
expected to be recalled but were not given definite recall dates, and 12 weeks for UI
recipients who were given definite recall dates.

® Recall expectations were generally accurate. Ninety-two percent of Ul recipients who
were given definite recall dates returned to work for their pre-UI employers. Seventy-
one percent of workers who expected to be recalled but were not given definite recall
dates returned to work for their pre-UI employers. ‘

® Workers who expected to be recalled but were not recalled experienced much longer
unemployment spells than did workers who expected to be recalled and were recalled.
The average completed spell of unemployment was 10 weeks for UI recipients who
had definite recall dates when they were laid off and who were recalled, and 26 weeks
for U recipients who had definite recall dates when they were laid off but who found
new employment. ‘

® Twenty-five percent of workers who exhausted their UI benefits were reemployed
within 4 weeks after exhaustion, and 40 percent were reemployed within 10 weeks
after exhaustion.

¢ Among workers who did not expect to be recalled, older workers, female workers with
working spouses, workers with greater pre-Ul job seniority, union members, and
workers in areas that exhibit high unemployment had longer unemployment spells.
These factors generally did not have significant effects on the lengths of




unemploymeut spells for workers who expected to be recalled. Workers whose pre-UI
jobs were in manufacturing industries and who expected to be recalled had shorter
unemployment spells. :

LABOR-MARKET AND PUBLIC ASSISTANCE PROGRAM EXPERIENCES

A wide range of labor-market and assistance program experiences of exhaustees and
nonexhaustees were investigated. The most important findings of this analysis were as follows:

e Exhaustees were more likely than nonexhaustees to look for work at the start of the

- UI claim. This difference was due pnmarﬂy to the difference in recall expectations.
Among individuals with no recall expectations, the proportions of exhaustees and
nonexhaustees who looked for work was identical (84 percent). Among individuals
who looked for work, the intensity of job search was as high for exhaustees as it was
for nonexhaustees, or higher.

® A sizeable proportion of exhaustees (18 percent) reported not looking for work at the
start of the UI claim. Some of these individuals were job-attached--they were waiting
for a new job to start, they expected to be recalled, or they expected their union to
find them a job. However, the job-attached group was not the majority. Fully 60
percent (11 percent of all exhaustees) gave reasons for not looking for work that
would classify them as being out of the labor force.

e Ninety percent of UI recipients and 70 percent of exhaustees had at least one post-UI
job during the 20-month period after their initial job loss.

® A substantial proportion of exhaustees (37 perc'ent) and nonexhaustees (14 percent)
suffered a reduction of 25 percent or more in weekly wages on the first post-UI job
relative to the pre-UI job. Overall, the mean weekly wages of exhaustees declined by
16 percent, from $415 to $347. The mean weekly wages of nonexhaustees remained .
stable at just over $400 per week. :

‘@ Many Ul recipients suffered a decline in weekly wagés because their weekly hours
were reduced. Overall, the reduction in hours worked per weelk by exhaustees (from
44 to 39 hours) explained about two-thirds of the reduction in mean weekly wages.

® Data on the industry and occupation of pre-UI jobs and post-UI jobs show a
substantial shift in industry and occupation between pre-Ul jobs and post-UI jobs,
particularly among exhaustees. The main industrial shift was from manufacturing to
retail trade and services. Occupational shifts reflected the industry shifts.

e At the start of the UI claim, 64 percent of exhaustees received recemployment services
(other than training) from the Job Service, and 8 percent received services from JTPA
or another source. Rates of reemployment service receipt were lower for
nonexhaustees, due primarily to their greater job attachment. The rates of service
receipt from the Job Service were similar for exhaustew and nonexhaustees who had
no recall expectations.




® Sixteen percent of exhaustees and 10 percent of nonexhaustees reported having
participated in one or more training or education programs between the date of their
initial layoff and the interview. The majority of these programs (75 to 80 percent)
involved occupational skills training. Some of the training and, to a larger degree, the
education appears to have been a continuation of training and education that
claimants had begun prior to layoff. Claimants also appear to have begun a substantial
proportion of the education and training after the start date of the first post-UI job,
suggesting that much of the training and education was related to reemployment.

® Few exhaustees and nonexhaustees received pensions or social security benefits. Even
fewer received cash or in-kind public assistance. However, the rate of public
assistance receipt was higher for exhaustees than for nonexhaustees. The rate of
public assistance receipt also increased following the exhaustion of benefits.

POLICY ANALYSIS

The implications of the results for policy development were explored. In the process, the
usefulness of a nationally representative database of UI recipients for developing UT policy was
evident. The specific policy-related results were as follows: '

® Policies that impose minimal or no work search or Job Service registration
- requirements on UI recipients who expect to be recalled are appropriate, since such
individuals have shorter unemployment spells than other recipients, and since they
typically do return to their pre-UI employer. The findings did not suggest any other
factors which could be used to target administrative work incentives toward individuals
who are unlikely to look for work.

® As defined according to criteria specified by the Bureau of Labor Statistics (BLS),
dislocated workers are more likely to exhaust UI, less likely to become reemployed,
and have lower average wages if they do become reemployed. Modifying the BLS
definition to incorporate recall expectations rather than recall outcomes is a feasible
way to identify dislocated workers who are likely to have reemployment difficulties and
who might benefit from receiving expanded reemployment services early in their
unemployment spells.

® Low-skill workers (defined as workers who have not completed high school or who
carn less than $5 per hour on their pre-UI jobs) who do not expect to be recalled also
face serious reemployment difficulties. These individuals have lower reemployment
rates, higher exhaustion rates, longer unemployment spells, and greater reductions in
hours worked on their post-UI jobs than do other recipients. Moreover, a substantial
portion of these individuals do not receive reemployment services. Targeting
reemployment services toward low-skill workers who do not expect to be recalled may
be appropriate.

¢ When viewed from a state-level perspective, UI recipients in states whose exhaustion
rates in 1988 were high and states whose exhaustion rates in 1988 were low differ
along a number of dimensions, including UI program parameters and
industrial/occupational distributions. Although local unemployment rates were also
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- higher in high-exhaustion states, using state exhaustion rates as a trigger for extended
benefits would mean that benefits might be extended to workers who exhaust regular
Ul benefits for reasons other than a sluggish economy.

Substate extended benefits programs have been proposed to direct benefits to local
areas that suffer from structural unemployment. If local unemployment rates were
used as substate triggers for extended benefits, 22 percent of exhaustees would be
eligible for extended benefits at a 9 percent trigger rate. However, the reemployment
characteristics of exhaustees in high local unemployment-rate areas (9 percent or
higher) were similar to those of exhaustees in other areas, and more exhaustees were
recalled in high-unemployment areas relative to other areas. If substate extended
benefits were paid to exhaustees in areas with high local unemployment rates, a
substantial proportion of recipients of substate extended benefits (38 percent) would
be unemployed due to seasonal layoffs. Only a small proportion of dislocated workers
(18 percent) would live in these areas. There is no evidence to suggest that substate
unemployment rate triggers would direct extended benefits to areas with high
structural unemployment.

An alternative way to direct benefits to individuals whose unemployment is structural
in nature would be to target extended benefits toward dislocated workers, since such
workers appear to have greater difficulty in becoming reemployed than do other Ul
exhaustees. If this policy were implemented by making extended benefits available to
exhaustees with three or more years of tenure with the pre-UI employer, 41 percent
of exhaustees would be eligible for extended benefits. This eligible group has a lower
rate of reemployment and a longer average unemployment spell, and experiences a
greater reduction in reemployment earnings relative to the pre-UI job, than do other
exhaustees. These relatively poor reemployment outcomes occur despite the fact that
a larger percentage of the eligible group than of the noneligible group were ultimately
recalled by the pre-UI employer. These findings suggest that adding a tenure
requirement for.extended benefits may have some merit if the purpose is to direct
‘benefits to individuals who have difficulty in becoming reemployed.




I. INTRODUCTION

The primary purpose of the unemployment insurance (UI) system is to provide temporary
income support to workers who have lost their jobs through no fault of their own. Ideally, this
income support should be available until unemployed workers find suitable reemployment.
However, because the availability of income support may create a disincentive to search for and
~ accept reemployment, state Ul programs limit the duration of UI benefit receipt. In most states,
the limit is 26 weeks for the regular state program, a limit which has been in place since the early
1950s. During periods of high unemployment, extended benefits programs have generally provided
longer potential durations, although the degree to which extended coverage has been provided has
varied substantially over the last two decades.

Due to the limited duration of Ul benefits, some individuals exhaust their benefits. For the
regular state programs, 1.8 million individuals exhausted their beueﬁté in calendar year 1989--a
number which implies a benefit exhaustion rate of about 28 percent among claimants who began
receiving Ul in the year ending in mid-1989. While this exhaustion rate is similar to the rates
experienced in previous periods of economic expansion, it is suffiéiently large that one may ask
whether policy responses are necessary either to reduce exhaustion rates or to ameliorate the
financial hardships that may be caused by the cessation of UI benefits. In addition, recent analyses
of the decline in the 1980s in the proportion of the unemployed who receive Ul benefits (Burtless,
1983; Burtless and Saks, 1984; and Corson and Nicholson, 1988) have focused greater policy
attention on Ul exhaustees, since exhaustees are a component of the group of unemployed workers
who are not receiving Ul benefits. |

Policy responses to reduce the exhaustion rate or to alleviate the financial hardships associated
with exhaustion might entail (1) strengthening the work-search monitoring of claimants as their

unemployment spells lengthen, to encourage them to find and accept jobs; (2) providing expanded




reemployment services (e.g., j’ob-search workshops, job referrals, or job training) to exhaustees or
to potential exhaustees if they can be identified early in their unemployment spells; and (3)
“extending the duration of benefits. Determining' the appropriate‘ mix of policies and how they
-'might be directed toward different types of exhaustees depends on Lﬁe reasons for benefit |
exhaustion and how these reasons may differ by type of exhaustee. If some individuals exhaust
tﬁeir benefits due to the disincentive effects of U, the policy response might be to encourage work
search through administrative actions. If, instead, exhaustions stem from a mismatch between the
“skills of some recipients and the requirem;ents of available jobs, job training and job-search
counseling might be appropriate for ‘th&se individuals. If exhaustions occur because sufficient job
openings are not available to reemploy all recipients, benefit extensions might be appropriate.
The purpose of this study is to examine the characteristics and behavior of UI exhaustees and
nonexhaustees, and to explore the implications of this information for policy formulation. The data
collected as part of this study do not enable us to determine the specific reasons that some workers
exhaust their UI benefits while otﬁers’do not. However, a détailecl analysns of the data has yielded
consistent patterns that we believe provide useful knowledge about the general factors underlying
exhaustion. | |
| In the remainder of this chapter, we briefly review the more specific objectives and approach

of this study, discuss the study design, and provide a guide to\ the remainder of the report.

A STUDY OBJECTIVES AND APPROACH

The problem of benefit éxhaustion and policies for addre:ssing the problem have been
_examined throughout the life of the Ul progﬁam. Typically, the exhaustion rate has béen used as
| a measure of the adequacy of benefit durations, and increases invrates of Ul exhéustioh have
frequently léd to the introduction of extended benefits programs. Numerous studies of exhaustees

and their postexhaustion experiences have also been undertaken to examine the factors underlying




exhaustion, reemployment rates, and other labor-market outcomes.! The studies have generally
found that exhaustees are likely to be older, and to comprise a higher proportion of female, black,
and Hispanic workers than is true of UI recipients who do not exhaust their benefits. Some
analyses have also emphasized the importance of temporary layoffs at explaining the duration of
unemployment and hence the probability of exhaustion (that is, individuals on temporary Jayoffs
are less likely to be exhaustees than individuals who are permanently separated from their pre-UI
employer).
The present study builds on previous studies of benefit exhaustion, but differs from them in
four ways:
- 1. The study is based on data from a nationally representative probability sample of
- exhaustees and nonexhaustees. None of the previous studies was based on data from
a national probability sample.
2. The availability of a sample that contains both nonexhaustees and exhaustees makes
a thorough analysis of the reasons for exhaustion possible. Most previous studies of
exhaustees have had to rely on comparisons with aggregate data on the UI population
to analyze the reasons for exhaustion. :
3. The data for the present study were collected during a period of economic expansion,
a period in which few individuals were eligible for extended benefits. The major
previous studies of. this population were conducted during econornic downturns in
which most regular UI exhaustees collected extended benefits. The presence of

extended benefits made it difficult to interpret findings on the duration of
unemployment following exhaustion.

!Studies of UI exhaustion undertaken in the 1970s include a study of exhaustees in four cities
(Nicholson and Corson, 1976; and Corson, Nicholson, and Skidmore," 1976) and a study of
recipients under the permanent Extended Benefits (EB) program and the Federal Supplemental
Benefits (FSB) program (Corson et al., 1977; Brewster et al., 1978; and Corson and Nicholson,
1982). Relevant studies in the 1980s include studies of the EB program (Corson and Nicholson,
1985) and the Federal Supplemental Compensation (FSC) program (Corsor et al., 1986), a study
of the linkages between long-term UI recipients and. local employment and training programs
(Richardson et al., 1989), and a study of the family incomes of long-term UI recipients (Smith and
Vavrichek, 1990). The findings of studies of the duration of unemployment among UI recipients
are also relevant to the current study. They include Moffitt and Nicholson (1982), Corson and
Nicholson (1983), Moffitt (1985), Katz (1986), Katz and Meyer (1988), and Meyer (1990).




4. Most previous studies of benefit exhaustion were conducted before 1980. Both state
UI programs and programs that provide reemployment services to Ul recipients have
changed significantly since that time. The current study provides an up-to-date
examination of exhaustees.

This study has four main objectives. The first is to examine the role of demographic,
economic, and Ul program factors in explaining Ul exhaustion. The demographic factors of
interest include age, gender, race/ethnicity, education, and marital status. The economic factors
that may be related to labor-market success include pre-UI'job characteristics (such as industry and
occupation), job separation characteristics (such -as recall expectations), -and local economic
conditions. UI program factors that have preivioﬁsly been found to have significant effects on the
lengths of unemployment spells and exhaustion rates include the Ul wage replacement rate and
the potential duration of Ul bengﬁts. |

A second objective of the study isto examin’ev the duration of unerﬁpioyment and the factors
that influence unemployment dtl.tration.- fI‘hg duration of. unémploymeﬁt following Ul beneﬁt
exhaustion is of particéular interést as a measure of fhe reem;;loyxﬁent'pfébléms faced by Ul
exhauStees.

A third obje¢ﬁve 'is to éxamin’e- the Ul and poSt-UI experiences  of exhaustees and
nonexhaustees--their other laboﬂniarket activitia .(such.as job seérch and the ﬁature of post-Ul
employment); their use of job search, job placement, education_, and training services; and their use

of public assistance. The final objective of the study is to examine the policy implications of ifs
firidings. In particular, the goal is to use the findings to assess the pbtential need fof employment
and training programs for exhaustees a'nd‘tso examine the implications of élterpative extended
benefits programs.

While the advaﬁtages of the present study enhance its usefulness telativ¢ to previous studies
of 'UI exhaustion, one important charactefisﬁc of the study should be re-emphasized. The study

is being conducted in a period of economic expansion, but policy interest in exhaustees is generally




greatest during recessionary periods. Because the nonrecessionary population of exhaustees
studied here is likely to differ substantially from the population of exhaustees during a recession,
caution must be exercised in extrapolating the results to policy questions that arise during

recessionary periods.

B. STUDY DESIGN

The study design called for selecting a nationally representative sample of exhaustees and a
comparison sample of nonexhaustees, and collecting UI program and telephone interview data for
these samples. In this section, we briefly describe thé sample design and its implementation.
Further details on the sample design and the results of the telephone survey can be found in

Appendixes A and B, respectively.

1. The Sample Design

The sample for the Ul exhaustee study was designed to be representative of the natioqél
population of exhaustees and the comparison group of nonexhaustees, and to provide precise
statistical estimates of their characteristics to address the descriptive and analytic objectives of the
study. With these objectives in mind, a two-stage sampling process was devised in which 20 states
were selected in the first stage to provide the sample of UI recipients, and individual Ul recipients
(2,000 exhaustees and 1,000 nonexhaustees) were selected in the second stage.? These samples
were drawn from among individuals who began collecting UI during a 12-month period beginning
in October 1987 and extending through September 1988. A twelve-month sampling frame was
chosen to reduce the influence of seasonal factors on the characteristics of sample members.

In the first stage, states were selected randomly with probabilities of selection proportional to

their number of exhaustees during 1987. Six states (California, Texas, New York, Illinois, Michigan

%An analysis of the effects of clustering the sample by state on the variance of the estimates
suggested that substantial gains in precision could be achieved by drawing the sample from 20 as
opposed to 10 or 15 states. The gains in precision from using more than 20 states were not as
large.




and Pennsylvania), each with more than 1/20th of the nation’s exhaustees, were sampled with
certainty, and were allocated proportions of the sample equal to the proportions of exhaustees that
each state contained relative to the national total. For example, California, which contained 15.5
percent of exhaustees in thé nation, was allocated 15.5 percent of the exhaustee sample (310
exhaustees). Two states (Louisiana and New Jersey), whose probabilities of selection were greater
thén 90 percent, were also sampled with certainty and were allocated a pr_obortional sample of
exhaustees. One state (New Hampshire) was exclﬁded from the sample frame, since its unique use
of uniform calendar-year. base periods and bel;eﬁt periods mean that most claimants do not have
a chance to "exhaust” their benefits.> The remaining states were categorized into three roughly
equél-size groups according to their exhaustion rates, and four states were selected randonﬂy from
each group. States that were selected were allocated equal sampies of exhaustees within each
group. (See Table 1.1 for the states and their target sample sizes.)

As noted earlier, a sample of nonexhaustees was also to be selected to permit. direct |
comparisons betwéen the characteristics of exhaustees and nonexhaustees, and to facilitate
estimating models of the reasons for exhaustion and the determinants of the lengths of |
unemployment spells. The sample of 1,000 nonexhaustees was to be selected from the same 20
'statés selected for the exhaustee sample. It was to include individuals who began collecting UI
during the same 12-month period, but who did not subsequently exhaust their benefits. A
nationally representative, self;weighting sample of nonexhaustees was ‘thén selected by allocating
larger numbers of nonexhaustees to states with lower exhaustion rates--a procedure that was
required because the selection probabilities of states were proportional to the exhaustee

population, rather than to nonexhaustees or to claimants in general.

3New Hampshire had only 500 final payments in 1987.
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TABLE 1.1

Ul EXHAUSTEE STUDY SAMPLE SIZE BY STATE

Exhaustees Nonexhaustees
Distribution " Distribution
Number (percent) ; Number (percent)
Target Actual Target Actual Target Actual Target Actual
Sample Sample Sample Sample Sample Sanple Sample Sample

Alaska 7% 73 38 8 15 18 15 18
California 311 292 155 15.2 131 ' 129_ 131 12.8
Connecticut 75 65 37 34 89 85 89 8.4
Georgia 80 60 40 31 50 49 5.0 49
Ullinois 110 109 55 57 40 44 40 44
Louisiana 75 76 37 4.0 14 14 14 14
Michigan 9 . 94 4.7 49 53 53 53 5.3
Minnesota % 7 38 4.0 32 34 32 34
Mississippi 81 82 4.0 - 43 45 43 45 43
Missouri 81 81 4.0 42 47 46 4.7 4.6
Montana 77 82 38 43 % 8 24 28
New Jersey 74 68 37 35 31 3 31 31
New York 148 129 7.4 6.7 64 56 6.4 6.5
North Carolina 75 74 37 39 7 7 72 7.0
Ohio 81 80 4.0 42 51 50 5.1 5.0
Oklahoma 76 75 38 39 31 33 31 33
Oregon 75 7 37 38 51 50 51 50
Pennsylvania 89 94 44 49 64 66 6.4 6.5
Texas 17N 158 8.5 82 49 8 49 48
Wisconsin 75 .18 37 41 48 51 438 5.1

Total 2,001 1920 100.0 100.0 1,001 1,009 100.0 100.0




2. Implementing the Sample Design

All 20 states selected in the first stage agreéd to participate in the study. Each state selected
a simpie random sample of UI claimants who met three requirements: (1) the claimants had
established a benefit year between October 1, 1987 and Septembér 30, 1988, (2) the claimants had
received at least one Ul payment, and (3) the claimants had collected benefits under the regular
state UI program or the Unemployment Cofnpensation for Federal Civilian Employees (UCFE)
program. Thus, the samples provided by the states and used in the study represent all Ul
recipients over a twelve-month period, except for individuals who received benefits under the
Unemployment Compensation for Ex-service members (UCX) program.* This latter group was
excluded because the structure of the UCX program differs substantially from the structure of the
regular Ul programs.

Recipients in the individual state samples weré aSsigned to the exhaustee sample if they had
a zero remainiﬁg balance in their claim, indicating that they had collected all available benefits
during the benefit year (the states provided each individual’s UI entitlement, weekly benefit
amourit, and temaining balance at the time the sample was selected).” The rémaining recipienté
were assigned to the noﬁcxhaustee sample. |

Since the state samples were constructed between June and October 1989, and since all
individuals who had established benefit years in the June to September 1988 period had not

reached the end of their benefit year, it is possible that some individuals assigned to the

‘It should be noted. that the sample frame included speclal groups of claimants, such as
interstate claimants and individuals with combined wage claims.

5A few individuals whose administrative records showed a zero UI entitlement and a zero
weekly benefit amount were excluded from the sample frame. Previous experience based on Ul
records data indicates that these individuals are those who initially established a claim and began
receiving benefits, but who were subsequently found not to be eligible.

SBefore assigning all individuals with non-zero remaining balances to the nonexhaustee sample,
- we checked to determine whether there were substantial numbers of individuals with very small -
remaining balances who might be considered "exhaustees” even though they had not collected all
available benefits. We found very few such cases.
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nonexhaustee sample might have ultimately exhausted their benefits. In the study interview (see
below), respondents were asked why they had stopped collecting UL Thirty-three individuals in
the nonexhaustee sample said that they had exhausted their benefits. However, program data on
these individuals indicated that most of them had completed their benefit years prior to being
selected for the sample, and had a remaining balance in their UI entitlement. For this reason, we
did not reassign any of these individuals to the exhaustee sample.

After recipients were assigned to the exhaustee or nonexhaustee samples, random subsamples
for each state were selected for telephone interviews. Interviewing was conclucted from September
1989 to February 1990. The elapsed time between the beginning of benefit receipt for the average
respondent and the time of the interview provided an opportunity to gather a 20-month labor-
market history. The response rate to the survey was 60 percent for exhaustees and 64 percent for
nonexhaustees (see further discussion in Appendix B). Overall, 1,920 exhaustee intefviews and
1,009 nonexhaustee interviews were conducted.

Both the exhaustee and the nonexhaustee samples were designed to be nationally
representative self-weighting samples, and they have been used this way in the analysis, since the
distribution of each sample by state is similar to the distribution called for in the sample design (see
Table L1). However, for some analyses, the two sampl&s were combined to form a nationally
representative sample of the Ul recipient population. Since exhaustees were oversampled relative
to nonexhaustees, Qe a§signed weights to the two sﬁmple groups to make the weighted sample
préportion of exhaustees equal to the proportion of exhaustees in the population. Because the

exhaustion rate for recipients who received a first UI payment during the period from October

"State sample sizes were calculated on the basis of 1987 data, but samples were drawn of Ul
recipients whose benefit years generally began in 1988. This discrepancy meant that state sample
sizes xmght have differed from the most efficient allocation. However, a comparison of state
sample sizes that would have been efficient on the basis of 1988 data with the actual sample sizes
that were used indicated only small differences. Texas and Louisiana would have received smaller
sample sizes (20 and 24 fewer exhaustee interviews, respectively). New York and Michigan would
have received larger sample sizes (14 and 12 more exhaustee interviews, respectively). Differences
in sample sizes for other states were smaller.




1987 through September 1988 was 27.5 percent, we assigned the nonexhaustees a weight (2.11)

that was roughly five times larger than the sample weight for exhaustees (:42).

C. OUTLINE OF THE REPORT

The remainder of this report consists of four chapters. Ch aptcr H:—analyzes the factors
underlying exhaustion. It compares the demographic characteristics, pre-Ul job and job sepz;ration
characteristics, and Ul program characteristics of exhaustees with those of nonexhaustem; aﬁd then
examines the reasons for exhaustion, based on a set of multivariate models. it also compares the
e#ilaustee and nonexhaustee samples with other samples of the unemployed, including samples of
Ul exhaustees in recessionary periods.

Chapter III analyzes the duration of unemployment. »It»‘proy_ig_i&s descriptive infbrmaﬁon on
average lengths of unemployment spells, illustrates differencé in #;élrage lengths of uncmployment
spells fﬁr workers with different recall expectations, and describes the relationship between benefit
exhaustion and continued ﬁnemployment. It also presents several multivariate models of the length
of unemployment spells.

Chapter IV examines the labdr-market activities and public assx'stanée program experiences of
exhaustees and nonexhaustees. It focuses on their job-search activities, characteristics of post-Ul
jobs (especially relative to pre-Ul jobs), use of reemployment s‘ervicca;, participation in training and
education programs, and receipt of sociai security, pension, and public assistance benefits.

Chapter V examines the policy ﬁnplications of the findings. It discusses evidence from the
study about policies for strengthening work incentives, policies for directing reemployment services
to disloeated o low-skill workers, and changes m extended benefit policies that would use state
exhaustion rates or substate unemployment rates to trigger the start of extended benefits 6f would
direct extended benefits to dislocated workers.

Two appendixes provide a detailed description of the sample design (Appendix A) and a

discussion of the survey results and an assessment of potential nonresponse bias (Appendﬁ B).
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IL AN ANALYSIS OF THE PROBABILITY OF EXHAUSTION

The central question of this study is why some individuals exhaust their available UI benefits
when others do not. We areb interested in the specific factors underlying exhaustion because they
are likely to indicate different policy responses. Specifically, we are interested in the effect of a
wide range of individual and pre-UI job characteristics, UI program characteristics, and local
economic characteristics on the probability of exhaustion.

Our analysis of the determinants of Ul exﬁamﬁon encompasses three components. In Section
A, we present simple tabulations of the survey data on the characteristics of exhaustees, and
compare these characteristics with those of noqexhausteec. Specifically, we examine (1)
demographic characteristics, (2) labor-market characteristics, and (3:) UI program characteristics.
As in previous studies, we found that exhaustees were more likely than nonexhaustees to be
female, older, and black or Hispanic, and that, as expected, exhaustees were concentrated more
heavily in weak labor markets. Most importantly, we found that a major distinction between |
exhaustees and nonexhaustees was their expectation and ultimate likelihood of recall by their pre-
Ul employer. Individuals who expected to be recalled and had a definite date of recall were largely
nonéxhaustees, since they were generally on temporary layoffs; individuals with no recall
expectations (that is, those on permanent layoffs or who were otherwise permanently separated
from their pre-UI job) were more likely to be exhaustees. Individuals who expected to be recalled
but had no recall date (that is, those generally on indefinite layoffs) were more likely to be
exhaustees than were individuals with definite recall dates, but less likely to be exhaustees than
individuals with no recall expectations.

Differences in recall expectations clearly accounted for most of the differences that were
observed in the industry and occupational and other pre-UI job éharacteristics of exhaustees and

nonexhaustees. Since they may also account for some of the other differences between exhaustees
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and nonexhaustees (for example, demographic differences), much of our subsequent analysis in the
chapter controls for recall expectations. Our analysis of descriptive data also points out that it may
be useful to think of the exhaustee population as comprising a number of impoftant and possibly
overlapping subgroups of individuals. Important subgroups of exhaustees appear to be dislocated
workers, workers in seasonal industries, workers with short potential UI benefit durations, workers
with weak skills who have difficulty in the labor market, and workers with strong skills who take
some time to find an appropriate job match in the labor market.

Section B applies multivariate techniques to analyze the determinants of exhaustion, so as to
control simultaneously for the effect of many factors, including recall expectations. The analysis
encompasses four subsections that describe the models that are used, discuss econometric issues,
present the basic results, and present results by subgroups defined by recall expectation.

The results confirm the importance of recall expectations and temporary layoffs. The.
probability of exhaustion was very low for individuals with a definite: date of recall, higher for those
who expected to be recalled but who did not have a recall date, and still higher for those with no
recall expectations. We a}so found that most individual and program characteristics had little effect
on the probability of exhaustion for individuals with a deﬁﬁite date of recall (that is,.those> likely

| to be on temporary layoff), but that such factors did matter for those in the other two groups.

The multivariate analysis also showed that higher Ul wage replacement rates increas‘éd the
probability of exhaustion, and that longer potential durations lowered the probability of exhaustion.
The first of these findings provides evidence of the disincentive t:ffects of the UI program; the
‘'second is expected, since longer potential durations provide UI coverage for longer unemployihent
spells. A number of mdmdual characteristics were also found to be correlated with exhaustion.
Perhaps most interesting was that females did not appear to have a higher exhaustion rate, as
suggested by the simple comparisons of exhaustees and nonexhaustees in Section A. Instead,

females who had working spouses had high exhaustion rates.
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Section C compares the characteristics of the exhaustees and nonexhaustees in the sample with
the characteristics of Ul claimants in recessionary periods, the characteristics of the unemployed
population in general, and the chéracferisfics of dislocated workers. These comparisons,
particularly those with claimants in recessionary periods, are important, since the results of this
study may be used to develop policies for exhaustees during rebessionary periods. This latter
comparison shows that the current sample of exhaustees, which was selected during a period i_n
which the economy was strong, differs from previous exhaustee populations during recessionary
periods. The primary difference is that a greater proportion of the exhaustees during a
recessionary period are likely to be from manufacturing and to be job-attached than is the case

with those during nonrecessionary periods.

A. THE CHARACTERISTICS OF EXHAUSTEES AND NONEXHAUSTEES
This section presents simple comparisons of (1) the demographic characteristics, (2) the labor-

market characteristics, and (3) the UI program characteristics of exhaustees and nonexhaustees.

1. Demographic Characteristics

Table II.1 presents data on the demographic and family economic characteristics of exhaustees
and none;xhaustees. An examination of the data indicates that exhaustees were more likely to be
female (45 percent) than were nonexhaustees (40 percent), a difference which was statistically
significant.! Exhaustees were also older and more likely to be black or Hispanic than were
tionexhaustees, differences which were also statistically significant. These differencés in sex, age,

and ethnicity have been found in previous studies that have compared individuals with long spells

1Unless otherwise noted, we have termed differences as "statistically significant” based on a two-
tail test at the 95 percent confidence level.
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TABLE IL.1

THE DEMOGRAPHIC AND ECONOMIC CHARACTERISTICS OF EXHAUSTEES

AND NONEXHAUSTEES
N , Exhausteea» - = Nonexhaustees

Gender (Percent) o

Male o .. , 55.1 : 60.4

Female _ 744.9_ - 39.6
Age (Percent)'

Younger Than 25 o B : 9.1 o 134

25 to 34 31.4 | 342

35 to 44 | 253 25.0

45 to 54 ' 193 167

SSto64 . | - 1Bs 9.2

65 and Older | T 5 16
Race/Ethnicity (Percent)

White | . 692 76.9
' Black 48 109

Hispanic o 11.2' - | | 89

Other o | A 33

Highest Diploma or Degree Received |

(Percent) o 2
Less Than High School 26 209
High School/GED 512 55.9
Vocational/Technical/Associate’s " 134 13.5
Bachelor’s 10.1 79
Post-Bachelor’s 2.6 1.8
Other 0.1 0.0

Married/Living Together at Layoff 87 , 62.4
Married/Living Together at Interview - 598 658
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TABLE I1.1 (continued)

Exhaustees Nonexhaustees

Have Dependents | 82 516
Have Dependent Children Under Age 18 42.2 474
Spouse Worked at Layoff 39.8 418
Spouse Worked at Interview 421 46.9
Household Income 1987 »
Under $10,000 212 145
$10,000 to $20,000 o - 320 329
$20,001 to $30,000 26 7 24.5
$30,001 to $40,000 109 15.4
$40,001 to $50,000 15 1S
$50,001 or More © 6.9 - 53

Sample Size 1920 1,009
SOURCE: Mathematica Policy Research (1990). |
*These percentages are computed over the entire sﬁmble. The percent of married couples with a
working spouse can be computed by dividing the percent of the sample with a working spouse by

the percent of the sample who were married. For example, at layoff, 67.8 percent of the married
exhaustees had a working spouse.
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of unemployment, such as U_I‘ exhaustees, w1th individuals with relatively short spells of -
unemployment.?

Other statistically signiﬁéant.differences in the table indicate that exhaﬁstegs were both more
likely to have less than a high school diploma and more likely to have a bachelor’s degree or more.
These bimodal differences in educational attainment were echoed b§ the h:mehold income data,
which show that exhaustees were more likely than nonexhaustees to report household incomes of
less than $10,000. Exhaustees were also more likely than nohexhapstegs to have household
incomes of $50,000 or greater, although the difference was not «.tatxstxcallysxgmﬁcant These
differences in educational attainment and household income suggest that exhaustees may constitute
two types of individuals—-those with low skills and low incomes who have difficulty competing in
the labor fnarket, and those at the opposite end of the spectrum who take some time to find an
appropriate job match in the labor market.

A final point is that exhaustees were 'lessb likely to be married and less likely to ‘havé
dépendents, differences Whicl‘l"wer‘c also stﬁﬁsﬁqéliy s1gmﬁcant. Exhaustees weré also less iikely
to have a working spouse, but this difference is dﬁé to the vfav\ctf that ;hey were less likely to be
married. ,Thmegijffe}r}eﬁ@vsu\ggu‘t.’that the presence of a spouse or dependents vi'na'y prompt
grcater job-search efforts, thereby lo;ve'ring the probability of Ul exhaustion. However, as we
noted in the introduction to ihe chapter, the multivariate analysis suggests that the explanation is
more complicated. The presence of a spouse led to a lower probability of exhaustion for men but

not for women.

2See, for example, Nicholson and Corson (1976), Corson et al. (1977), Corson et al. (1986),
and Richardson et al. (1989). Nicholson and Corson (1976) review studies of exhaustees
undertaken in the 1950s and 1960s which generally found similar demographic differences.
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2. Labor-Market Characteristics

Table IL.2 presents data on the characteristics of the pre-UI jobs of UI recipients. The data
on weekly wages provide further support for the notion that exhaustees may constitute two types
of individuals--those with low skills and low wages, and those with high skills and high wages.
Specifically, the wage data show that exhaustees were more likely than nonexhaustees to have
received wages of less than $200 per week, a difference that was statistically significant. Exhaustees
were also more likely than nonexhaustees to have wages of greater than $800 a week. The low
weekly wages received by some exhaustees do not appear to be due to a greater prevalence of
part-time work. Exhaustees were more likely than nonexhaustees to work 46 or more hours per
week.

The étatistically significant differences in job tenure (exhaustees had shorter job tenures),
temporary layoff experience (exhé;.lstees were less likely to have prex;iously been laid-off regular]y
or at all on the pre-UI job), and union status (exhaustees were less likely to have been a union
member) are due primarily to differences in the industry and occupation of exhaustees and
nonexhaustees. As the data in the table show, exhaustees were cor.ncéntrated less heavily in
manufacturing, an indﬁstry characterized by temporary layoffs (see further below), and were
concentrated more heavily in services and retail trade. These industry differences are also reflected
in the occupational distribution. Exhaustees were more likely to be in administrative support
occupations and less likely to be machine operators.

Since layoffs in construction are often short term, we might also expect to find a smaller
proportion of exhaustees in the construction industry. The data in the table show such a
‘difference, but, interestingly, it was small and not statistically significant. A substantial number of

construction workers appear to have collected enough UT to exhaust their benefits.3

Ul administrative data indicate that many of the construction industry recipients collected
benefits over a period that was considerably longer than the number of weeks of benefits collected.
This finding suggests that these individuals had at least two spells of UI collection.
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TABLE I1.2

PRE-UI JOB CHARACTERISTICS
(Percent)
Exhaustees Nonexhaustees

Weekly Wage | T
$200 or Less - 210 167
$201 to $300 239 26.4
$301 to $400 - 188 | 203
$401 to $500 - 125 . 9.8
$501 to $800 . 168 \ 214
$801 or More 6.9 : 55

Hours per Week o _
34 and Under | o 76 6.7
35 to 39 | 6.5 4.7
40 | | 462 517
41 to 45 o 102 - 11.5
46 or More g 295 25.4
; Job Tenure

L Less Than 6 Months 5 : 150 12.1
' 6 to 12 Months | 15.3 153
13 to 24 Months ,‘ | 160 143
25 to 36 Months ‘ 10.8 9.9
More Than 36 Months 428 | 485
Had Previous Layoff from Pre-UI Job - 255 © 362
Had Layoff on a Regular Basis 134 21.1

Union Member 24..2 30.5
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TABLE I1.2 (continued)

Exhaustees Nonexhaustees

Industry _
Agriculture/Forestry/Fishing 4.0 3.2
Mining 1.9 1.7
- Construction } 143 168’
Durable Manufacturing 16.9 24.7
Nondurable Manufacturing 14.0 - 18.0
Transportation/Public Utilities " 5.0 | 43
Wholesale Trade ' 3.9 3.2
Retail Trade 116 8.6
Finance/Insurance/Real Estate 5.6 33
Services 19.0 ‘ 13.8
Public Administration 38 2.6
Seasonal Industry 25.2 24.6
Occupation
Managerial/Professional ' 116 8.3
Technical and Related Support 1.8 2.0
‘Sales 6.8 6.0
Administrative Support 19.4 122
Service Occupations - 96 6.4
Mechanics and Repairers , | 39 5.5
Construction and Extractive 8.9 114
Precision Production 23 2.8
Machine Operators | 16.2 25.9
Transportation and Material Moving o 6.2 73
Handlers 86 82
Farming, Forestry, and Fishing , 4.7 42
Sample Size i . 1,920 1,009

SOURCE: Mathematica Policy Research (1990).
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This finding highlights the fact that an important group of UI exhaustees are individuals who
work in seasonal industries such as construction. If we define an industry as seasonal when it
shows a change in fotél employment of 15 percent or greater from the first to third calendar
quarters,® we find that 25 percent of exhaustees worked in seasonal industries. Twenty-five
percent of nonexhaustees also worked in seasonal industries according to this definition.

Table IL3 shows further statistically significant differences between exhaustees and
nonexhaustees for job separation‘ characteristics. Almost 70 percent of the nonexhaustees reported

. that they were laid-off due to a lack of work. Layoffs for lack of work were also important for
exhaustees (48 percent reported that they were laid-off for léck of work), but considerable
proportions of exhaustees also reported that their company closed or moved (16 percent), or that
their job or shift was eliminated (9 percent). Interestingly, differences in the probability of
reporting having qujt or been fired were also statistically significant. In both cases, exhaustees were
more likely than nonexhaustees to have quit or been fired. | |

The fact that a quarter of exhaustees lost their jobs because their company closed or moved
or thcir job or shift was eliminated suggests that an important subset of exhaustees are individuals
who can be classified as dislocated workers. Using the Bureau of Labor Statistics (BLS) definition
of dislocated workers (Flaim and Sehgal, 1985a and 1985b)--which éc»nsiders dislocatéd workers as
those who lose their jdbs because their plant closed or their employers went out of business, or

were laid off without a possibility of recall, and which counts only workers with at least three years

“Specifically, we used data from Employment and Earnings to compare the level of
nonagricultural employment by industry for February and August for two years, 1987 and 1988.
We found seven nonagricultural 2-digit SIC industries whose employment shifts exceeded 15
percent in both years. We termed these industries "seasonal” industries for this analysis. The
industries were SIC code 14, nonmetallic minerals, except fuels (for example, stone and gravel);
SIC codes 15, 16, and 17, construction; SIC code 70, hotels and other lodging places; SIC code 79,
amusement and recreational services; and SIC code 82, educational services. In addition, we added
one 3-digit industry to the seasonal definition--SIC code 203, preserved fruits and vegetables (that
is, canning and freezing)--since it exhibited a very high shift in total employment (close to 50
percent). We also added agriculture, forestry, and fishing (SIC codes 01, 02, 08, and 09) to the
seasonal definition.
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TABLE IL.3

PRE-UI JOB SEPARATION CHARACTERISTICS

(Percent)
Exhaustees Nonexhaustees

Reason for Job Loss
Laid-Off | | 76.1 83.8
Plant or facility closed/company moved . 162 9.1
Job or shift eliminated 8.9 44
Lack of work 48.0 68.0
Other 3.0 " 23
Quit ; 10.0 6.6
Fired 13.2 8.8
Other N ‘ 0.7 . 0.8
Dislocated Worker* 20.7 9.0
Expected Recall 334 54.3
Had Definite Recall Date ‘ 6.2 25.2
Was Recalled 214 513
Sample Size 1,920 1,009

SOURCE: Mathematica Policy Research (1990).

*Dislocated workers were classified according to the Bureau of Labor Statistics definition (Flaim and
Sehgal, 1985b). Individuals who were laid-off because a plant or facility closed or moved, because
a job or shift was eliminated, or for lack of work were counted as dislocated workers if they had at
least three years of job tenure and they were not recalled.




of tenure on the jobs they lost--we find that 21 percent of the exhaustees and 9 percent of the
nonexhaustees were dislocated workers.

As highlighted in the introduction, a major .difference wh'_ich accounts for the industry and
occupational diﬁbrenc&s discussed earlier is that exhaixstem were less likely-than nonexhaustees
to be on or to expect that they were on femporary Iayoffﬁ. The data in Table IL3 indicate that 33
pefccnt of exhaustees expected to be recalled when they left théir pre-Ul job, compared with 54
percent of nonexhaustees. Furthermore, only .6 percent of exhaustees h‘ad a deﬁnitg recall date,
compared with 25 percent of nonexhaustees. Ultimately, 21 percent bf exhaustees were recalled,
compared with 51 percent of nonexhaustees.

Table I1.4 reports data on the local (county) unemployment rate at the start of the Ul claim.
The data show the expected pattern. In particular, 16 percent of exhaustees were in strong labor
markets (an unemployment rate of 4 percent or less), compared with 24 percent of nonexhaustees;
29 percent of exhaustees were in weak labor. markets (an unemployment rate o§er 8 percent), .
compared with 26 percent of nonexhaustees. Mean local unemployment rates also differed--7.1
percent for exhaustees and 6.5 percent for nonexhaustees. Th&se-différenc& were statistically

significant at the 95 percent confidence level in a one-tail test.

3. Ul Program Characteristics

* Table ILS reports data on the Ul ‘prog‘ram characteristics of exhaustees and nonexhaustees.
Exhaustees collected 23 weeks of UT benefits on average, whéreag nonexhaustees collected 9 weeks
of UI benefits on average. The data yield two other interesting and statistically significant
differences. First, the UI weekly benefit aniblmts of exhaustees were lower than those of
nonexhapstee_s. That is, a greater proportion of exhaustees received weekly benefits of less than

$100, while a lower proportion received weekly benefits of over $200. This difference in the




TABLE I1.4

LOCAL UNEMPLOYMENT RATES OF EXHAUSTEES AND NONEXHAUSTEES

Exhaustees Nonexhaustees

Local Unemployment Rate

-0to 4.0 16.0 23.7

4.11t0 6.0 314 289

6.1t0 8.0 232 21.1

8.1 to 10.0 138 - 12.5

10.1 or More 15.6 13.8

Mean 7.1 6.5
Sample Size 1,916 1,008

SOURCE: Mathematica Policy Research (1990).
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TABLE ILS

UI PROGRAM CHARACTERISTICS OF EXHAUSTEES AND NONEXHAUSTEES

(Percent) -
Exhaustees Nonexhaustees

Mean Weeks of UI Collected 23.0 9.0
Weekly Benefit Amount (WBA) A

Less Thanor Equal to $§100 24.8 20.3

$101 to $150 ‘ 26.5 283

$151 to $200 315 302

$201 or More 173 21.1
WBA/Pre-Ul Weekly Wage

0.0 to 0.4 423 412

0.5 to 0.6 | 436 46.4

0.7 to 0.8 * 103 93

0.9 to 1.0 2.0 2.0

1.0 or More ' 1.8 1.2
Potential Duration?

Under 15 Weeks - 16 1.9

15 to 20 Weeks 18.6 10.3

21 to 25 Weeks 13.6 13.8

26 Weeks 602 74.0
Multiple Spells of UI Collection® 272 472
Sample Size 1,920 1,009

SOURCE: Mathematica Policy Research (1990).

?Because data on potential duration were unavailable for Michigan, a value for potential duration was
imputed, whereby the number of weeks from the benefit year beginning date to the last claim week
ending date were added to the number of weeks remaining in the claim. The maximum of this
value, or 26, was used for potential duration.

*The administrative data did not permit us to observe multiple spells of UI collection directly. -
Instead, individuals were assumed to have multiple spells of UI collection if the time between their
benefit year beginning date and the last week of Ul collection exceeded the number of weeks of
benefits collected by 6 or more weeks.




distribution of UI weekly benefit amounts was not reflected in the data on the gross wage
replacement ratio (the weekly benefit amount divided by the pre-UI weekly wage). Instead, the
distribution of this variable was quite similar for both exhaustees and nonexhaustees.

Second, and more interesting, is the difference in potential duration. Twenty-six percent of
exhaustees had potential Ul durations of less than 20 weeks, compared with 12 percent for
nonexhaustees. Almost 8 percent of exhaustees had potential durations of less than 15 weeks.
This finding indicates that an important group of exhaustees are individuals who qualify for
relatively short potential UI durations. |

A final point of interest pertains to the prevélence of multiple spells of UI collection within
a benefit year. The administrative data that we collected enabled us to compare the elapsed time
between the initial UI claim and the last week for which a payment was made with the number of
weeks of benefits that were collected. Individuals whose elapsed time exceeded the number of
weeks collected by 6 or more weeks wefe assumed to have collected benefits during two or more
periods during the benefit year. As shown in Table IL5, 27 percent of the exhaustees had multiple
spells of UI collection éccording to this definition, compared with 47 percent of the nonexhaustees.
This result suggests that many exhaustees (three-quarters) were individuals who experienced a
single long spell of unemployment. Other data not reportéd in the table indicate that the
individﬁals with multiple spells were found more frequently in agriculture, mining, construction,

nondurable manufacturing, and public administration than in other industries.

B. A MULTIVARIATE ANALYSIS OF UI EXHAUSTION

In this section, we specify and estimate several multivariate models of UI exhaustion. We use
econometric techniques for discrete choice models to derive estimates of the effects of various
factors on Ul exhaustion, after controlling for a wide variety of worker and program characteristics.
The discussion consists of four sections on (1) models of UI exhaustion, (2) econometric issues,

(3) basic results, and (4) subgroup results.
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1. Multivariate Models of UI Exhaustion

The variable analyzed in this section is whether UI recipients exhaust their benefits, where |
exhaustion is defined as occurring if a UI recipient receives a final payment. As discussed in
Chapter I, the interview sample consists of 1,920 exhaustees and 1,001 nonexhaustees, selected so

that the two groups are 'nationally representative, éelf-weighting samples of exhaustees and -

=

nonexhaustees. Combined, the two groups form a nationally répreséntative sample of the
récipient population in 1988 if individual respondents.are weighted so that the weighted sample
proportion of exhaustees equals the proportion of exhaustees m the pational} ﬁopixlation. In 1988,
the aggregate ratio of ﬁnal UI payments to first UI payments (the exhaustibn rate) was 27.5
percent. This exhaustion rate, in qogjunction witﬁ tize ovérséﬁnpl_ing of eﬁamtm in our design,
implies that nonexhaustees in our sample should receive a weight :that‘is foughly five times larger
than the sample wcighi for éxl;austem.s | |

The variables used to explam UI exhaustion are dividcdvimo th:ee‘ groﬁps: (l) worker and
pre-Ul job characteristics, (2) job separ#tiqn characteristics and search intensity, and (3) Ul
program characteristics and whether workers received jdb trammg or services from the Job
Service.® In category (1) we included variables for age, sex, rﬁce, education, marital status, pre-Ul |
wage levels, the duration of the pre-Ul job,“whether the pre-Ul job»was unionized, had regular
layoffs, and was in a manufacturing industry, and whether workers were machinists or construction
workers. We also created interaction variables for whether UI recipients were (1) female .and
married or (2) female with a working sf)ouse at the time of léyoff._ Solon (1985) found in his study -

of UI recipients that these interaction variables affected the length of unemployment spells. We

SIf we impose the condition that the average sample weight equals one, so that the weighted
sample size equals the actual sample size, the weights for nonexhaustees and exhaustees in our
sample are 2.11 and .42, respectively.

~ %Our choice of explanatory variables was guided by previous work that analyzed the
determinants of the length of unemployment spells, UT spells, and UT exhaustion (Moffitt and
Nicholson, 1982; Corson and Nicholson, 1983; Moffitt, 1985; Solon, 1985; Katz, 1986; Katz and
Meyer, 1988; and Meyer, 1990).
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included the local unemployment rate in a worker’s county of residence for the month in which
he or she filed for benefits, as an index of local economic conditions. ‘

In category (2), we included variables for whether workers reported that they expected to be
recalled to their pre-UI job at the time they were laid off, whether they expected recall and had
a definite recall date, whether they quit or were fired from their pre-UI job, and the amount of
time that workers searched for work per week (zero hoﬁrs, 1 to 10 hours, and 11 to 20 hours).
In category (3) we included the gross UT wage replacement rate and weeks of potehtial duration
on Ul, and whether workers received job training or services from the Job Service.

Table I1.6 presents the descriptive statistics for the variables used in the analysis. Because the
exhaustee and nonexhaustee samples were combined on the basis of appropriate weights, the
statistics shown in Table IL.6 are estimates of the characteristics of the population of UI recipients
in 1988. For example, according to Table IL6, 41 percent of UI recipients in 1988 were female,
12 percent were black, 21 pefént did not complete high school, and 29 percent were union
members on their pre-Ul jobs. Fifty percent of Ul recipients expected to be recalled to their pre-
UI jobs, and 21 percent were given a definite recall date at the time they were laid off. The
average UI wage replacement rate was 44 percent of gross pre-UI wages, and the average potential

duration of benefits was 24 weeks.

2. Econometric Issues

Several econometric models can be used for discrete events, such as the exhaustion of Ul
benefits. The simplest model is a linear probability ﬁodel, which is a stanldaf,d linear regression
model in which benefit exhaustion is a (0,1) dependent variable. In équation terms, a linear

probability model is written as:

(1) Y=a+BIX1+ﬂ2X2+[33X3+.,.+BuX”+y,
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TABLE 1.6

i ' DESCRIPTIVE STATISTICS FOR LINEAR PROBABILITY MODELS
- OF UI EXHAUSTION: FULL SAMPLE

‘ Mean Standard Deviation
Exhaustion Rate ' ‘ 275 446
Age 381 120
Female 411 492
Black 12 327
 Hispanic 096 E 295
Married v 621 485
Female and Mafried ) _ 240 427
Spouse Worked o B 493
- Female and Spouse Worked 194 396
High School Dropout 214 410
College Graduate o 105 ' : © 307
Months Worked on Pre-UI Job 57 68
Union Member on Pre-UI Job 287 453
Had Regular Layoffs on Pre-UI Job 192 394
Construction Worker : 107 309
Machinist 116 320
Manufacturing Industry 394 .489
Local Unemployment Rate (Percent) ‘, 661 ' 339
* Expected Recall 504 _ 500
Expected Recall, Definite Date : 207 406
Quit Pre-UI Job Y : 075 263
Fired from Pre-UI Job 4 100 301
Did Not Look for Work - an
Looked for Work 1-10 Hours Weekly - 334 : 472
Looked for Work 11-20 Hours Weekly 221 ‘ Al15
Ul Replacement Rate v | 440 ' 496
Ul Potential Duration (Weeks) ' u1 36
Received Services from Job Service 543 - 498
Received Training. - 112 316
Sample Size _ 2,929 '

SOURCE: Mathematica Policy Research (1990).

NOTE: All statistics were calculated based on weights described in the text.




where Y equals "1" for exhaustees and "0" for nonexhaustees, the X variables are factors that affect
exhaustion, the « and @ coefficients are parameters to be estimated, and u is a random error term
representing unobserved factors that affect exhaustion.

Linear probability models have two recognized drawbacks for analyzing discrete events. The
first is that the variance of the random error term differs for different individuals, which causes
ordinary least-squares estimates of the model parameters to be inefficient and biases estimates of
the t-statistics of the parameters_upward.7 The second drawback is they can generate predicted
probabilities of exhaustion that are less than zero or greater than one, which are meaningless
values. On the other hand, the estimated coefficients of linear probability models have a natural
interpretation in terms of the effect of a factor on the probability of exhaustion.

The leading alternatives to linear probability models are ylogit‘and probit models (Maddala,
1983). In these models, the probability that a worker exhausts benefits is assumed to be drawn
from a logistic dist.ribution (for logit models)>or a normal distribution (for probit models), and the
parameters of these distributions are assumed to be functions of the explanatoty variablés.
Parameter estimates are obtained through maximum likelihood estimation.

Logit and probit models do not suffer from the two drawbacks of linéar probability models:
the models are estimatécl with statistically efficient techniques, and the estimated models generate
predicted probabilities of exhaustion that are between zero and one by construction. However, the
éstimated coefficients from these models do not have a natural interpretation in terms of the
probability of exhaustion.

* Given these considerations, our estimation strategy was to compare the: results from the more
advanced econometric models (we chose a logit model) with the results of the lihear probability
models, to determine whether the advanced models yielded different conclusions about the signs

and statistical signiﬁcance 6f the coefﬁcients 6f the variaialm. As other researchers have found,

"Because benefit exhaustion (Y) is a binomial random variable, its variance is Y(1-Y). The
variance is larger for respondents whose probability of exhaustion is close to one-half, and smaller
for respondents whose probability of exhaustion is close to zero or one.
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we found that the estimation results from the linear probability models were quite similar to the
estimation results from the logit models, with significant coefficients from one type of model
generally also showing significance in the other type of model. For this reason, we repori only the

results from the linear probability models.

3. - Estimation Results and Discussion

We specified and estimated three models of the probability of exhaustion. The models
~ contained (1) the worker and pre-UlI job characteristic variables, (2) these variables plus the job
separation and search-intensity variables, and (3) all of these variables plus the UI and service
receipt variables. We estimated models in this sequence to provide soxﬂe insight into the effects
of adding the new group of variables on thé estimation results &nqm the previous model, and to
allow for comparisons with the results from earlier studies that were based on more limited
datasets. |
| The results for model 1 indicate that demographic characteristics and pfe-UI job characteristics
are correlated with the probability of exhausting U (as shown in Table IL7, column 1). Older
workers and minority workers were moreﬂvlikely to be exhaustees, and CQnstruction workers,
machinists, workers in manufacturing industries, and workers who experienced regular layoffs were
less likely to be exhaustees. Married women were more ,likely- than unmarried women. to be
- exhaustees, and were more likely to be exhaustees if their spouses worked. The local
unemployment rate had a significant positive effect on the probability of exhaustion. For model
1, educational lévels, years worked on the pre-UI job, and union status haﬁ no statisticany
significant effects on the probat')ility of exhaustion.

When we added recall expectations, job separation characteristics, and search intensities to.
model 1, we found thaf recall expectations were strongly associated with Ul exhaﬁstion, but being

fired from the pre-UI job or quitting the pre-UI job did not affect the exhaustion probability
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P
TABLE IL7.
ESTIMATION RESULTS FOR LINEAR PROBABILITY MODELS OF Ul EXHAUSTION
(Standard Errors in Parentheses)
Dependent Variable: . ¢ ) 3)
Exhausted Ul = 1 ' : )
Age 005 005 005
(-001) (.001) (.001)
‘Female -.048 041 .038
(:029) ' (:030) (:030)
Black 095 ’ 093 .080
(027 €2 (027)
Hispanic ) 062 040 046
(032) (032) (:031)
Married -101 -090 -.089
x (:030) (:030) (929)
Female and Married 074 056 .058
(.054) (.055) (.055)
Spouse Worked 000 _ -.008 -.006
(29 (929) (029)
Female and Spouse Worked 066 096 087
(:053) (:054) (.054)
ngh School Dropout V 009 023 027
(:023) (.023) (023)
College Graduate 037 .006 008
(.030) . (030) (:031)
Years Worked on <003 - , -001 -.000
Pre-UI Job (:002) (:002) (-002)
Union Member on Pre-Ul Job -006 028 035
. _ (-:021) (-021) (:021)
Had Regular Layoffs on Pre-Ul -092 -025 -041
Job (.023) (:024) (.024)
Construction Worker -056 -059 -053
. | (037) ' (037) (037
Machinist ’ -098 -051 -052
(-029) (:030) (.029)
Manufacturing Industry -093 -.048 -.047
(:021) 022) (.022)
Local Unempiloyment Rate 012 012 009
(:003) (.003) (:003)
: (:025) (024)
Expected Recall, Definite Date . -148 -135
(:026) (.026)
Quit Pre-Ul Job ’ 015 .007
(.036) (.035)
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TABLE 117 (continued)
Dependent Variable: @ @ ()] :
Exhausted UI = 1 2
Fired from Pre-UI Job . -023 : -020
(:031) (.030)
Did Not Look for Work -093 -.060
. B (.034) (.035)
Looked for Work 1-10 Hours 002 001
Weekly (:031) (031)
Looked for Work 11-20 Hours ' . 005 003
Weekly . (032) (032)
Ul Replacement Rate : e -003
' (:048)
Ul Potential Duration G -017
j - (:002)
Received Services from Job _— 048
: Service (019)
Received Training : A . 066
3 (078)
Constant - . .186 197 580
(:045) (.051) (.081)
_ 052 105 ” 128
RZ
Sample Size ) 2579 2,439 2,439
SOURCE: Mathematica Policy Research (1990).

NOTE: All estimates were calcunlated based on weighted ieast squares. Weights are defined in the text.
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significantly (Table I1.7, column 2). Several results from model 1 were also affected by the addition
of the new variables. The negative effects of experiencing regular layoffs and being a machinist
or working in the manufacturing industry on exhaustion were reduced noticeably. It appears that
these effects are due partly to the greater propensity of workers with these characteristics to expect
to be recalled to their pre-Ul job.

The estimated coefficient for the "did not look for work" variable indicated that workers who
did not look for work were less likely to be exhaustees than workers who did look for work. This
result may be due to the fact that workers who did not look for work may have had more
information about their likelihood of recall. Unemployéd workers who spent more time looking
for work may have been aware that they would have a difficult time returning to work if they did
not search extensively. We analyze this issue in subsection B.4, in which we estimate separate
models for respondents according to their recall status.

The estimated negative effect of having a definite recall date on exhaustion is large.
According to the estimated coefficients in Table IL7, column' 2, a worker with average
characteristics® who did not expect to be recalled had a probability of exhaustion of .35‘. However,
a worker with average characteristics who expected to be recalled and who had a definite recall
~date had a probability of exhaustion of .12.° Having a definite recall date thus reduces the
probability of exhaustion by approximately 65 percent, after other differences amoﬁg workers are
controlled for.

When we added program variables to model 2, we found that the potential duration of Ul
benefits had a strong effect on the probability of exhaustion (Table IL7, column 3), as one would
expect, since longer potential durations provide UI coverage for longer unemploynient spells. The

estimated coefficient for potential duration indicates that an "average worker" with a potential

8By "average characteristics,” we mean that the values of the explanatory variables are set equal
to the sample mean values shown in Table IL6.

*The difference is the sum of the coefficients on the expected recall and the expected recall
with a definite date variables. '
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benefit duration of ‘ 15 weeks had a predicted ﬁfobabilit& of exhaustion of .43, whereas an average
worker with a potential benefit duration of 26 weeks had a predicted probability of exhaustion of
24. The implied elasticity of the exhaustion probability in terms of pOtential' duration--the
percentage change in the exhaustion probability due to a percéﬁtage charige in potential duration--
is -1.5, according to sample mean values for the exhaustion ratgr and‘ potential duration.!

Some observers of the UI'system (see, for éxample, Corson and Nicholson, 1982) have argued
that one objective of extending benefits during recessionary. periods could be to hold overall
exhaustion rates constant. If this criterion were applied, model 3 would suggest that it would be
necessary to extend potential duration by a half week to hold the exhaustion rate constant if local
unemployment rates rose by one point. This estimate is lower than the approximately 3-week
estimate providcd by Corson and Nicholson (1982)'. However, this previous estimate was based
on the state insured unemployrﬁent rate (IUR), rather than on the local unemployment rate. To .
compute a comparable number, we re-estimated our model by substituting thé state [UR fér the
local unemployment rate. This change in specification did not affect the estimates for potentiél
duration (the potential duration coefficient was -.0'1"9) or the other iﬁdependent variables, but it
did provide a larger estimate for the unemployment rate (the IUR coefficient was .040). These
estimates imply that if the JTUR rose by one point it would be nex:&ssary to extend potential
duration by approximately 2 weeks to hold the exhaustion rate constant, an estimate whi_ch is
roughly comparable to the 3-week estimate.

The results in column 3 of Table IL7 also indicate that higher Ul replaeemeht r'ates‘ are
correlated with a lower probability o.f exhaustion, which is opposite from the expected effect, but
the estimated coefficient is small and statistically insignificant (see further disoussion in the
following section). The results show that the recelpt of training and the receipt of services from
the Job Service were positively correlated with exhaustion. These results are not informative about

the effectiveness of training or Job Service services. Rather, they are probably due to the fact that

"®The elasticity is computed as the estimated potential duration coefficient multiplied by the
ratio of the average potential duration to the average exhaustion rate of the sample.
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workers who are unemployed longer are more likely to take advantage of training and

reemployment services.

4. Subgroup Analysis of UI Exhaustion
Unemployed workers who expected to be recalled are likely to exhibit different job-search

behavior than workers who do not expect to be recalled (Katz, 1986; and Katz and Meyer, 1988).
In conceptual terms, the possibility of being recalled to their preQUI jobs prompts workers to invest
less time and money in searching for new jobs. As shown in Table IL.8, our sample contains clear
evidence of these behaﬁoral differences: 70 percent of theA workers in our sample who had a
definite recall date did not look for work, and 34 percent of the workers who expected to be
recalled but did not have a definite date did not look for work. In contrast, only 17 percent of the
workers who did not expect to be recalled did not look for work.

However, the linear probability models estimated in the previous section impose uniformity
on the relationship between the explanatory variables and the probability of exhaustion for workers
who did not expect to be recalled and for workers who did expect to be recalled. To determine
whether separate models were appropriate for workers with different recall expectations, we
estimated separate models for workers who did not expect to be recalled, workers who expected
to be recalled but did not have a definite recall date, énd workers who expected to be recalled and
did have a definite recall date. Table II.8 contains descriptive statistics on the three subgroups.
Compared with workers who did not expect to be recalled, workers who expected to be récalled
were less likely to be exhguste&s, and were generally less educated, had worked more years for
their pre-Ul employers, were more likely to be union members, were more likely to have
experienced regular layoffs in the past, and were more likely to be machinists: or to work in

manufacturing industries.
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TABLE 118

DESCRIPTIVE STATISTICS BY RECALL STATUS
(Means and Standard Deviations)

o @) ' (3)
Did Not ~ Expected Recall, Expected Recall,
Expect Recall ~~ No Definite Date ™  Definite Date

‘Exhausted UI 360 263 .084
(.445) (.446) (.349)

Age | 370 . 385 39.6
| (108) (124) (15.4)

Female 409 332 521
, : (.457) (477) (.499)
Black 114 116 155
- (295) (.325) (.361)

Hispanic : ' ' 089 129 070
, (-264) (:340)° (:255)

Married 581 649 681
(493) 477 (.466)

' Female and Married 220 211 332
: (.414) (.413) (.471)

Spouse Worked : 395 416 458
- : (.488) (.493) (.498)

Female and Spouse Worked a8t 168 269

| , (.385) , (:378) (.443)

High School Dropout 141 297 287
- (R : - (.329) o - (462) (.452)
College Graduate ) 165 039 037
: | (371) (.194) (.188)
Years Worked on. 41T 622 . 838
Pre-UlJob (5.46) (7.07) (9.50)

" Union Member on Pre-UI - L1991 . 364 419
Job (.365) (487) (:493)
Had Regular Layoffs on 048 338 358
Pre-UlJob (197) (473) (479)
Construction Worker : .103 165 .042
(.283) (377) ~(:200)

Machinist 053 134 236
(208) (.346) (.425)
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TABLE IL.8 (continued)

)

(1) @)
Did Not Expected Recall, Expected Recall,
Expect Recall No Definite Date Definite Date

Manufacturing/Industry 286 414 643
(.420) (:499) (.479)

Local Unemployment Rate 6.35 731 6.62
(2.92) (3.91) (4.00)

Did Not Look for Work .166 342 702
(:345) (-480) (:457)

Looked for Work 1-10 Hours 362 394 191
Weekly (.447) (:495) (.155)

Looked for Work 11-20 298 187 .08
Hours Weekly (.425) (.396) (27n)

UI Replacement Rate 423 442 465
(177) (.184) (-226)

Ul Potential Duration 242 23.7 24.5
(Weeks) (0.34) (0.39) (0.39)

Received Services from Job 655 543 277
Service (441) (‘498); (:448)

Received Training 155 076 054
(:336) (-267) (-226)

Sample Size 1,625 810 37

SOURCE: Mathematica Policy Research (1990).

NOTE: All statistics were calculated based on weights described in the text.
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As shown in Table I1.9, a comparison of subgroup estimation results for the full linear
probability model of exhaustion (model 3) reveals sharp differences in the effects of some factors
on the probability of exhaustion, depending on recall status.!! Workers who did not expect to
be recalled were more likely to be exhaustees if they wefe oldér, black, less educated, and unjop
members. These factors genérally had little effect on the probability of exhaustion for workers who
expected to be recalled, regardless of whether they had recall dates. The effects of in&;lstry and
océupation on exhaustion were not evident for workers who did not expect to be recalled,
suggesting that the effects of these factors observed earlier for the full sample did in fact reflect
their correlation with recall status. On the other hand, workers who were on indefinite recall (they
expected to be recalled but were not given definite recall dates) were much less hkely to be
exhaustees if they were construction workers, machinists, or working in manufactunng mdustnes.

The subgroup results also show that, as expected, longer UI potential durations reduced the
probability of exhaustion among all subgroups. Moreover, the estimated parameters suggest that
this effect was larger for workers who expected to be recalled than for workers who did not. ,
Interestingly, the Ul replacement rate, which had a negative and statistically insigniﬁgagt ‘cocfﬁcient
in the pooled regressions, now has a positive sign and a statistically significant coefficient for the
subgroup who did not expect to be recalled, suggesting that higher replacement rates increase the
proBability of exhaustion for this group. )

These subgroup differences are reasonable if one believ&s‘that workers who expect to be

recalled do not search for new jobs or search only moderately, as suggested by the evidence in

1'We formally tested for differences in the parameters of the subgroup models using the Chow
_test (Maddala, 1977). We first tested the hypothesis that the coefficients for the subgroup who
expected to be recalled (regardless of whether workers had definite recall dates) were the same
as the coefficients for the subgroup who did not. The computed test statistic of 3.3 is statistically
significant at any reasonable confidence level, which implies that we can reject the hypothesis of
equal coefficients for the two groups. We then tested the hypothesis that the coefficients for the
subgroup who expected to be recalled but had a definite recall date were the same as the
coefficients for the subgroup who expected to be recalled and did not have a definite recall date.
The computed test statistic of 1.6 was significant at the 95 percent confidence level.

38




TABLE I1.9

ESTIMATION RESULTS FOR LINEAR PROBABILITY MODELS OF Ul
EXHAUSTION, BY RECALL STATUS
(Standard Errors in Parentheses)

)] @ €)
Expected Expected
Dependent Variable: Did Not - Recall, No Recall,
Exhausted UI = 1 Expect Recall Definite Date Definite Date

Age ' 008 003 001
(.001) (.002) (.001)

Female -.051 : .050 018
: (.040) (.063) (.055)

Black 138 030 044
' (.040) (.055) ‘ (:042)

Hispanic 020 048 073
(.046) (.055) (.060)

Married ‘ -.143 -.061 -013
, (.044) (.053) (.056)

Female and Married - -.027 -.004 012
(.084) (.110) (.086)

Spouse Worked 017 -.029 -001
(.043) (.051) - (:049)

Female and Spouse 244 074 - =006
Worked (.084) (.107) (.080)
High School Dropout 057 019 017
(.039) (.041) (.033)

College Graduate 013 023 -017
(.035) (085) (.079)

Years Worked ‘ 008 -.004 002
on Pre-UI Job (.002) (.003) - (:002)
Union Member on 068 -.002 032
Pre-UI Job (.036) (.035) (-031)
Had Regular Layoffs on -.033 -.093 026
Pre-UI Job (.066) (.037) (.031)
Construction Worker -014 -.103 023
(.058) (.053) (.092)

Machinist .008 -077 -035
- (.057) (.054) (.038)
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TABLE I1.9 (continued)

1) @ C)
Expected Expected
Dependent Variable: Did Not Recall, No Recall,
Exhausted UI = 1 Expect Recall Definite Date: Definite Date
Manufacturing Industry -.045 -115 022
(.030) (.043) (.042)
Local Unemployment - 015 -000 010
Rate (.004) (.005) (.005)
Did Not Look for Work -.025 -073 -.096
(.047) (.071) (.107)
Looked for Work 1-10 -.032 .033 -.022
Hours Weekly (.038) (.067) (.107)
Looked for Work 11-20 -.048 085 -.031
Hours Weekly (.038) (.071) (.113)
Ul Replacement Rate 131 -142 -.053
(.068) (.094) (.084)
UI Potential Duration -012 -017 -030
(.004) (.004) (.005)
Received Services from 029 042 .065
Job Service (.027) (.037) (.036)
Received Training 055 070 082
(:034) (:062) (:064)
Constant 244 773 746
(-116) (.149) . (.172)
K 089 104 274
Sample Size 1,407 696 336
SOURCE: Mathematica Policy Research (1990).
NOTES: All estimates were calculated based on weighted least squares. Weights are defined in the

text.




Table IL8. In this case, whether workers who expect to be recalled exhaust their UT benefits will

be determined almost entirely by whether workers are recalled before their benefits end. For
workers who expect to be recalled, personal characteristics and job-related characteristics will affect
the probability of exhaustion only to the extent that these factors are correlated with workers’
having a job that experiences temporary layoffs or their being at an early or late point in the recall
queue. UI wage replacement rates would have little effect on exhaustion, because any disincentive
effects that replacement rates have on search behavior is moot for workers who are not likely to
search in the first place. Ahd because seafch is not taking place or is limited, workers who expect
to be recalled and havé short potential benefit durations are more likely to be exhaustees in the
mechanical sense that fecall is more likely to occur after exhaustion for such workers.

On the other hand, for workers ;vho do not expect to be recalled, such factors as age, race,
and éducation may play an important role in determining whether the search for new jobs is fruitful
and, consequently, whether UI benefits are exhausted. Given the limitations of our data, we
cannot trace with certainty the causal links befween our explanatory factors and the probability of
exhausting UI benefits. For example, the estimated result that older workers are more likely to
be exhaustees may be due to the fact that employers are averse to hiring older workers, or that
older workers do not search for new jobs effectively. Workers with low Ul replacement rates may
find new jobs more quickly because lower UI benefits give them a greater incentive to return to
work, or they may be in high-wage occupations that are in demand.’? A lack of education may
signify inadequate job skills in an increasingly technological society, or it may mean that less-

educated workers have greater difficulty in reading and responding to help-wanted advertisements.

12Because maximum weekly UT benefits are in place, UI recipients who receive the maximum
benefit will have low replacement rates if they earned high wages on their pre-UI job.
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TABLE II.10

DEMOGRAPHIC CHARACTERISTICS OF SELECTED GROUPS OF UI RECIPIENTS

IN RECESSIONARY PERIODS
(Percent)
1981 - 1983
1974 - 1975 FSC UI-Only 1988
FSB Recipients Recipients Recipients Ul Exhaustees

Gender |

Male 52.6 63.3 | 61.8 55.1

Female ' 47.4 36.7 382 44.9
Age :

Younger Than 25 213 172 20.9 9.1

25 to 54 56.9 70.4  66.3 759

55 to 64 13.5 11.0 115 13.5

65 and Older 8.2 1.3 13 1.5
Race/Ethnicity

White - 847 77.6 81.7 69.2

Black 15.2 159 13.1 148

Hispanic -* 6.5 52 11.2

Other - - - S - : 4.7
Married 61.2 54.7 59.0 58.7

| Had Dependents n.a. 526 53.2 48.2

Spouse Worked at Layoff n.a. 33.9 388 398

' SOURCE: Corson et al. (1986). The FSB data that are.reported in this study come from Brewster
et al. (1977). The 1988 data come from the Survey of UI Recipients and Exhaustees,
Mathematica Policy Resarch (1990).

NOTE: The FSC and Ul-only recipients are individuals who began collecting UI benefits during
the period from June 1, 1981 to December 31, 1983. The samples are simple random
samples of claimants from the 13 states that participated in the Continuous Wage and
Benefit History project. The samples are representative of these 13 states but not the
United State as a whole. The FSB recipients began collecting FSB in the first six months
of 1975. The sample was drawn from 12 states. The data were weighted to be
representative of the national FSB population.

*Hispanics were not broken down separately in the FSB study.

n.a. = not available.




TABLE IL11

PRE-UI JOB AND JOB SEPARATION CHARACTERISTICS OF
SELECTED GROUPS OF UI RECIPIENTS IN

RECESSIONARY PERIODS
(Percent)
1981 - 1983
1974 - 1975 FSC  ULOnly 1983
FSB Recipients  Recipients Recipients UI Exhaustees

Industry | '

Agriculture, Forestry, and 0.7 1.4 1.6 4.0

Fishing -

Mining 03 - 17 1.1 19

Construction 106 127 12.5 143

Durable Manufacturing 24.0 25.5 22.7 169

Nondurable Manufacturing 20.1 41 257 14.0

Transportation/Public Utilities 4.7 39 3.9 5.0

Wholesale Trade 26 5.7 43 39

Retail Trade . 15.5 123 9.7 11.6

Finance and Service Industries ~~ 17.1 20.0 16.0 246

Public Administration 44 2.8 26 ' 3.8
Expected Recall na. 43.6 658 334
Had Definite Recall Date na. - 81 32.0 62
Recalled 174 342 62.2 21.4

SOURCE: Corson et al. (1986). The FSB data that are reported in this study come from Brewster et al.
(1977). The 1988 data come from the Survey of Ul Recxpnents and Exhaustees, Mathematica
Policy Research (1990). :

NOTE: The FSC and UI-only recipients are individuals who began collecting UI benefits during the period
from June 1, 1981 to December 31, 1983. The samples are simple: random samples of claimants from
the 13 states that participated in the Continuous Wage and Benefit History project. The samples are
representative of these 13 states but not the United States as a whole. The FSB recipients began
collecting FSB in the first six months of 1975. The sample was drawn from 12 states. The data were
weighted to be representative of the national FSB population.

n.a. = not available.




A comparison of the 1988 exhaustees with FSB recipients from the 1974-75 recession also
indicates that the nonrecessionary exhaustees in our sample were concentrated less in durable
manufacturing. However, unlike the 1981-83 recession, the 1974-75 recession was characterized by
unemployment in nondurable manufacturing. Thus, the proportion of FSB recipients from both
durable and nondurable manufacturing (44 percent) far exceeded the proportion found for the
1988 exhaustees (31 percent). Because unemployment in 1974-75 was high in both durable and
nondurable manufacturing and because nondurable manufacturing contains a sizeable female
workforce,'* the high proportion of males found among FSC recipients relative to the 1988
exhaustees was not found for the FSB recipients.'’ |

These comparisons suggest that the sample of exhaustees surveyed for this study will differ
from the population of exhaustees in future recessions. Based on the comparisons with the 1974-
75 and 1981-83 periods, the primary difference is likely to pertain to the degree to which
exhaustees come from manufacturing and the degree to which they are ultimately recalled by their
pre-UI employers. More speciﬁcally, the proportion of exhaustees who are job-attached is likely

to rise during recessionary periods. This likely outcome should be considered when alternative

policies for exhaustees are assessed in the future.

Another useful set of comparisons is between the characteristics of the Ul recipients surveyed
for this report and the characteristics of the general population of unemployed individuals. About

30 percent of unemployed individuals are UI claimants, and the remainder are individuals who are

Data for 1988 (Employment and Earnings, January 1989) show that 27 percent of the
employed population in durable manufacturing were female, and 42 percent of the employed
population in nondurable manufacturing were female. Overall, 45 percent of the employed
population were female.

5The FSB population contained more recipients age 65 or older than did either the FSC or
1988 exhaustee populations. This difference can be explained by the 1978 change in Ul law that
made recipients of social security ineligible for UL
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either not eligible for UI or who choose not to file.!¥ Data on the demographic characteristics
of the unemployed population in 1988 are reported in Tables I.12 and I1.13, broken down by the
duration of unemployment.!’” A comparison of these data with those for the exhaustee and
nonexhaustee samples shows that age is the primary demograpiﬁc difference between the general
population of unemployed individuals and UT recipients. Both samples of Ul recipients are oldgr
than the unemployed population in general. This difference is also reflected by the higher
_ proportion of married individuals among Ul recipient§ than is found axhong the unelnployed in
general. The only other demographic difference of note is tﬁat males represent a larger proportion
of the population unemployed for 27 wee;ks or more than they do t]_»be»po‘pulation un_employed for
less than 27 weeks. The reverse finding applies to the UI population: the exhaustee population
contains a lower proportion of males than does the nonexhaustee population. .
Table I1.13 presents data on industry and occupation. The primary difference between the
UI population anci the general population of unemplb;'ed individuals is that the UI population is
concentrated more heavily in manufacturing than the general unemployed population. Conversely,
the proportion of the unemployed population in wholesale and retail trade and the ser,vicc'
industries exceeds the proportion of the UI population in thwﬁ industries. These differences are
also reflected in the occupational distributions, in w;vhich the proportion of UI recipients in service
, ;)ccupations is lower than the proportion found for the general unemployed population. The
reverse situation applies to the operator, fabricator, and laborer category. These indﬁstry and

occupational differences are most pronounced when we.compare nonexhaustees with individuals

18Unemployed individuals who are not eligible to receive Ul include new labor-market entrants
and reentrants, and individuals with insufficient wage credits or voluntary separations. At any point
in time, unemployed individuals who have exhausted UT will largely also be ineligible for further
benefits. :

"The data reported in the table are derived from the Current Population Survey and

Employment and Earnings. The duration of unemployment is the duration at the point that the
survey is conducted. .
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TABLE I1.12
DEMOGRAPHIC CHARACTERISTICS OF SELECTED GROUPS OF

UNEMPLOYED PERSONS
(Percent)
1988 CP
Unemployed :
Unemployed 27 or 1983-1987 ,
Less Than More Dislocated ______ UI Recipients
27 Weeks Weeks Workers Nonexhaustees  Exhaustees

Gender

Male 529 66.4 63.5 ' 60.4 55.1

Female 47.1 336 36.5 39.6 449
Age

Younger 39.7 181 3.2 134 9.1

Than 25

25to 34 286 304 342 314

35t0 44 16.5 23.7 - 719 250 253

451054 9.1 150 167 193

55 to 64 49 11.0 14.8 | 9.2 35

65 and 1.2 1.7 4.1 1.6 1.5

Older :
Married 36.7 449 n.a - 624 58.7

SOURCE: The CPS estimates for 1988 were computed from data in Emp _gmt_mm U.S.

Department of Labor, Bureau of Labor Statistics, January 1989, Household Data, Annual
‘Averages, Table 15. The displaced workers survey data were computed from data in
Herz (1990). The UI recipient come from the Survey of UI Recipients and Exhaustem
Mathematica Policy Research (1990). '
NOTE: The CPS estimates are 1988 annual averages for uneniployed persons 16 years old or older.

n.a. = not available.
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TABLE IL13

INDUSTRY AND OCCUPATION OF SELECTED GROUPS OF

UNEMPLOYED PERSONS
(Percent)
1988 CPS } —
Unemployed  Unemployed 1983-1987
Less Than 27 or Dislocated UI Recipients
27 Weeks More Weeks Workers Nonexhaustees Exhaustees
Industry | '
Agriculture, , 59
Mining . 3.6 23 5.6 4.7
_ ' 14.3
Construction 124 . 11.0 84 16.8
Durable
Manufacturing 10.7 18.1 26.6 24.7 16.9
Nondurable : :
Manufacturing 89 93 12.1 18.0 14.0
Transportation/ _ -
Public ’ 48 6.5 - 63 43 5.0
Utilities
- Wholesale and
Retail Trade 26.0 218 20.2 11.8 15.5
Finance and o ’ : :
Service 30.6 . 270 ) 17.8 17.1 24.6
Industries :
Public
Adminis- 31 4.0 29 2.6 38
tration :
Occupatlbn
Managerial, ‘ .
Professional 9.9 ' 98 17.6 83 11.6
Technical,
Sales, and
Administrative 25.8 218 28.5 20.2 28.0
Support : :




TABLE IL13 (continued)

1988 CPS
Unemployed  Unemployed 1983-1987
Less Than 27or Dislocated — Ul Recipients
27 Weeks More Weeks Workers Nonexhaustees Exhaustees
Service 19.8 16.8 6.7 6.4 9.6
Occupations
Precision
Production,
Craft, and 13.0 14.5 18.0 19.7 - 15.1
Repair
Operators,
Fabricators, 26.9 332 28.1 41.4 310
and Laborers
Farming,
Forestry, and 4.5 -39 11 42 4.7
Fishing

SOURCE: The CPS estimates for 1988 were computed from data in Employment and Earnings, U.S.
Department of Labor, Bureau of Labor Statistics, January 1989, Household Data, Annual
Averages, Table 16. The displaced workers survey data were computed from data in Herz (1990).

Research (1990).

The UI recipient data come from the Survey of UI Recipients and Exhaustees, Mathematica Policy

NOTE: The CPS estimates are 1988 annual averages obtained for unemployed persons 16 years old or older.
Individuals with no previous work experience are excluded from the distributions.




who were unemployed less than 27 weeks. They are less pronounced when we compare exhaustees
with indiﬁduals unemployed 27 or more weeks, suggesting that UI exhaustees comprise a larger
proportion of such individuals than dé Ul claimants in the overall unemployed population.

A final set of comparisons can be made with the pOpuiatidﬁ of dislocated workers identified
by the Bureau of Labor Statistics (BLS). These comparisons are also 1rep6rtcd in Tables I1.12 and
11.13 for the latest group of dislocated workers surveyed by the BLS--dislocated-workers in 1983-87
~ Dislocated workers were more likely to be male and to be older than exhaustees. They were also
more likely than exhﬁustees to have come from durable ﬁanufacturimg and wholesale and retail
trade. Somewhat surprisingly, the most pronounced occupational difference is thﬁt dislocated
workers were more likely than exhaustees to be in managerial and professional occ:upaftvions.18
These differences may be due in part to the fact that Ul exhaustees became unempldyed in 1988,
while dislocated workers became unemployed in 1983-87. Howéver, the differences are also due

to the fact that dislocated workers represent only about 20 percent of the UT exhaustee population.

8The BLS study (Herz, 1990) noted that the occupational distribution of the dislocated
workers in this latest survey differed from that found in the previous surveys. Operators,
fabricators, and laborers were a predominant group in the previous surveys, but their prominence
declined in the latest period.
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III. ANALYSIS OF THE LENGTH OF UNEMPLOYMENT SPELLS

The length of unemployment differs considerably among UI recipients. These differences in
lengths of spells can be attributed to a number of factors, including the intensity of job-search
activities, the availability of 'new job opportunities, the timing of recalls, the prevailing wage levels
offered by employers, and the parameters of state UI programs.

: In this chapter we analyze the length of unemployment speﬂs from both a descriptive and a
multivariate perspective.! The descriptive analysis confirms the powerful influence of the reasoﬁ
for job separation (temporary layoffs versus pérmanent layoffs or other separations) on the amount
of time spent unemployed. Unemployed workers who expected to be recalled returned to work
more quickly than unemployed workers who did not expect to be recalled. Recall expectations
were generally accurate. Most workers who expected to be recalled were in faqt recalled, and most
workers who did not expect to be recalled were not. Workers who expected to‘ be recalled but
who instead found new employers generally experienced much longer unemployment spells tha;x
workers who were recalled.

In the multivariate analysis, we specify and estimate models of the duration of unempioyment.
Several factors emerge as‘ important determinants of unemployment duration, including recall
status, demographic and educational characteristics, occupation and industry type, érid local
unemployment rates. The effects of UI program variables on the duration of unemployment ar;:
found to vary considerably according to recall status, whether' unemployment spells 01;‘ spells on the

UI program are analyzed, and whether workers are likely to have multiple spells of benefit receipt.

"More precisely, we analyze the length of periods in which fesponden'ts did not work. During
these periods, respondents could have been unemployed or out of the labor force, as defined in
the Current Population Survey.
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The analysis is presented in three sections. Section A discusses conceptual models of lengths
of unemployment spell, and Sections B and C present descriptive and multivariate analyses of

lengths of unemployment spells, respectively.

A. CONCEPTUAL MODELS OF LENGTHS OF UNEMPLOYMENT SPELLS
| A large body of theoretical and empirical literature on the underlying determinants of the
length of uneniploymgnt spellsv (specifically, search activity and ecoﬁomic conditions) has emerged
ip the previous two decades (Mortensen, 1986). In the initial search models of unemployment,
' @rkers were assumed to be unemployed and searching for new jobs. More recent models have
'inicorporated the possibility that unemployed workers can be recalled to their previous jobs (Katz,
1986; and Katz and Meyer, 1988). These models determine the length of uhemployment spells as
a function of such factors as the intensity of search activity, the rate at which new job offers are
received, the prevailing distn’butiqn' of wages offered by employers, and the prevailing distribution
 of workers’ reservation w&ges (the wages at which workers are indifferent toward returning to work
or rémaining ﬁnemployed).
 When unemployment insurance is introduced in these models, increases in the two key
parameters of an unemployment insurance program--the rate at which UI benefits replace wages
(the replacemént rate) and the potential duration of UI benefits--are found analytically to increase
the expected length of unemployment spells. The intuition belﬁnd these effects is that increases
in the replacement }ate or the potential duration of UI benefits increase the well-being (or
~ income) of workers while they are unemployed. The increase in well-being while unemployed -
increases the length of unemf)loyment spells, because workers can be more selective about waiting

to be recalled or accepting better job offers. The empiriéal evidence on the effects of the Ul
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program on unemployment spells is consistent with the predictions of search models (Solon, 1985;

Katz and Meyer, 1988; and Meyer, 1990).2

B. DESCRIPTIVE ANALYSIS OF THE LENGTHS OF UNEMPLOYMENT SPELLS

In this section we present and discuss several useful tabulations of the lengths and outcon;es
of unemployment spells. We focus particularly on the time spent out of work, defined as the
interval between the date on which respondents reportedly stopped working for their pre-Ul
employers and the date they reportedly went back to work, either for their pre-UI employers or
new employers. Other duration variables, such as the length of time from UI exhaustion to
reemployment, are discussed in more detail in subsection C.3.

The characteristics of economic quantities are frequently described in terms of their average
values and the degree of dispersion around the average values. For example, if the income
distribution were l;eing described, we would typically‘ note the value of the mean (or median) of
the distribution and xts variance, or average distance from the mean. However, for quantities that
are in units of time, such as unemployment spells, it is frequently not possible to observe both the
starting and ending points for all spells. When starting péints are unobserved, the resulting spells
are termed "left-censored.” When ending points are unobserved, the resulting spells are referred
to as "interrupted,” "incomplete,” or "right-censored.’; When censoring is present, observed spell
lengths will generally be less than true spell lengths, which biases measures of mean or median

lengths downwards. By design, the questions asked in our survey of Ul recipients enabled us to

2Another important prediction from search models is that the rate of job finding should
increase in the time interval around the point of exhaustion. We discuss this issue in more detail
in Section IILB.

33




establish the starting points of unemployment spells, which eliminated the left-censoring problem.’

However, about 16 percent of the unemployment spells in our survey were right-censored, with_

respondents not yet having returned to work 'vthe time they were intemm for the survvey.4

An alternative method for describing unemployment spell distributions that takes into account
incomplete spells is to. examine the proportion of the population whose spells end within a
specified interval. Table III.1 shows the ;proportion of survey respondents who had returned to
work within a specified number of weel&éi’for ;iie full sample and for subgroups based on recall
status.  Sample observations were weigiited 'so that the resulting estimates can be viewed as
characteristics of the aggregate populatic;n of UI recipients.’

As shown in Table VIII.l, 14 percent of UI recipients had 'retumled to work after five weeks,
46 percent had returned to work afte,r.‘:.iS weeks, énd 63 percent had returned to work after

25 weeks. The pace of reemployment drops off hoticeably as weeks of unemployment increase.

The average weekly reemployment rate is roughly 4 percent upto 15 weeks, .and thereafter

*The dating of the beginning of unemployment spells may be somewhat inaccurate due to the
retrospective nature of the survey. For example, some respondents did not recall the exact starting
date of their unemployment spells, but stated that their spells began in a particular month. In
these cases we assigned starting values of the fifteenth of the month for the unemployment spells,
which may be inexact by roughly two weeks in either direction. If respondents remembered only
that their spells began in the beginning or end of the month, we assigned the date corresponding
to the end of the first or last week of that month. ' S

*We found that 177 respondents reported not looking for work after they became unemployed
because they did not want to work, they retired or were about to retire, they were in ill health,
disabled, or pregnant, or they had family or child care responsibilities. Of these cases, 67 had not
returned to work at the time of the interview. It may be more appropriate to characterize these
individuals as having dropped out of the labor force, rather than as being long-term unemployed.
However, deleting these individuals from the sample had virtually no effect on the estimated
coefficients in the muitivariate analysis.

>The method for computing the weights was described in Section ILB.
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TABLE III.1

PROPORTION OF UI RECIPIENTS REEMPLOYED, BY LENGTH OF
UNEMPLOYMENT SPELL AND RECALL EXPECTATIONS

Proportion Reemployed

Expécted Recall, Exﬁected Recall,

Weeks of No Recall - No Definite Definite
Unemployment Full Sample Expectations Date Date
5 140 43 91 432
15 ' 45.8 316 . 484 | 75.9
25 62.8 492 694 85.8
39 76.1 65.9 82.7 91.1
51 81.4 73.8 86.2 92.9
91 | 91.2 - 854 939 ' 99.1
Sample Size 2,786 1,611 807 - 366

SOURCE: Mathematica Policy Research (1990).

55




declines to roughly 3 percent between 16 and 39 weeks, 2 percent per week between 40 and 65
weeks, and 1.6 percent per week between 66 and 105 weeks.®

The decline in thé pmbabﬂify of reémplOyment as the lengths of unemployment spells increase
is commonly noted in studies of unemployment (Salant, 1977; C_Iark and Summers, 1979; Heckman
and Borjas, 1980; ﬁechnan and Singer; 1984; Darby, Haltiwanger, and Plant, 1985; and Dynarski
and Sheffrin, 1987). Two hypbthes&s héve been advanced to explain the decline. The first is that
the unemployed population sorts itself into workers Vv~vhose reeniploylmeﬁt probabilitiés are high and
'erho léave unemploymént soon, and wor_kers whose réemployment probabilities are low and who
take longer to 'léave unemploymcnt (Salant, 1977). The second hypothesis is that the
réemployment prospects of individual workers may diminish as unemployment spells lengthen
(Heckman and Borjas, 1980). Reemployment prospects may diminish either because employers
may view the length of unemployment spells as an indication about the quality of the worker, and
be less inclined to make offers to workers who have been unemployed for long periods, or because
| unemployed workers may become discouraged aﬁd search less intensively. |

Both hypotheses are credible in our context. On the one hand, the reemployment
probabilities of workers who expect to be recalled, or who have skills that are in demand, are
probably largef than those of other workers at the start of their unemployment spells. On the
other hand, workers who have beén unemployed for very long: periods may find that employers
view long periods of unemployment negativély in making hiring decisions.

Table‘ IIL1 also sﬁows the proportion of workers who are reemployed at various weeks

according to whether they expected to be recalled when they became unemployed and whether

®The reemployment probability in each interval is defined as the number of workers who
become employed during the interval, divided by the number of workers who were unemployed
at the beginning of the interval. A correction for incomplete spells is used, which involves
subtracting one-half the number of workers censored during the week from the number of workers
unemployed at the beginning of the week. The remainder is then divided into the number of
workers who become reemployed during the week to arrive at the reemployment probability for

that week. This correction corr&sponds to the assumption that incomplete spells are distributed
uniformly across the week.
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they had a definite recall date. The same data are plotted in Figure IIL.1 for the various subgroups
and the full sample. Table III.1 and Figure IIL.1 clearly show that recall expectations are strongly
associated with the length of unemployment spells. For example, 43 percent of workers who had
a definite recall date when they became unemployed had returned to work within 5 weeks, whereas
only 4 percent of workers who did not expect to be recalled when they became unemployed had
returned to work within 5 wceks. Slightly less than half of the no-recall subgroup had returned
to work within 25 weeks, by which time almost 86 percent of the definite-recall subgroup and 70
percent of the indefinite-recall subgroup had returned to work. |
We clés;siﬁed workers into subgroups according to the perceptions of workers about whether
they expected to be recalled, rather than whether they were actually recalled. Table III.2 provides
estimates of the probéftion of workers who expected to be recalleq and were in fact recalled, and
the average unemployment spells experienced by workers according to their reemployment
outcomes. In general, it is evident that recall expectations were accurate predictions of recall
outcomes.” For workers who did not expect to be recalled, only 9 percent were working for theit
pre-UI employers by the date of the interview. The majority of workers who had not been recalled
had found new employers, though 15 percent had not yet returned to work. For workers who had
definite recall dates when they were laid off, 92 percent returned to work for their pre-Ul
~employers. Of wbrkers 4who exp;cted to be recalled when they were laid off but did not have
definite recall dates, 71 percent returned to work for their pre-Ul employers.
It is possible that some workers waiting to be recalled find new employers because they use
the recall waiting period to search for better jobs and are succéssful. In this case we would expect
that the average unemployment spells of these workers would be shorter than the spells of workers

who are recalled. However, Table II1.2 indicates that did workers who expected to be recalled but

"Because recall expectations were determined retrospectively, it is possible that workers may
have responded that they expected to be recalled if they were in fact recalled, and conversely. This
reporting pattern imparts an upward bias to estimates of the accuracy of recall expectations as
indicators of recall outcomes. '
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FIGURE IIL1 .
PROPORTION OF UI RECIPIENTS REEMPLOYED, BY LENGTH OF
UNEMPLOYMENT SPELL AND RECALL STATUS
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SOURCE: Mathematica Policy Research (1990) '
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TABLE II1.2
CHARACTERISTICS OF UNEMPLOYMENT SPELLS

Recall Status

Expected Expected
Did Not Recall, No Recall,

Expect Definite Definite Other
_ Recall Date Date Separations®
Spell Outcome (percent) | ' ‘ 3
Recalled 9.2 71.2 92.3 7.9
New Job 76.2 226 6.8 79.0
Not Completed 14.6 6.2 0.9 13.0
Total 100.0 100.0 100.0 100.0
Mean Length of Unemployment
~ Spell, by Spell Outcome
(in Weeks) .
Recalled 20.2 15.6 102 26.0
New Job 25.5 272 26.3 260
Not Completed 83.3 87.1 88.5 81.9
Overall Mean 33.7 . 228 12.0 335
Total Weeks of Unemployment by
Spell Outcome (percent)
Recalled 58 483 78.4 6.0
New Job o 56.9 27.4 14.6 61.4
Not Completed ' 373 244 7.0 32.7
Total » 100.0 100.0 - 100.0 100.0

SOURCE: Mathematica Policy Research (1990).

*This category includes respondents who quit or were fired from their pre-UI job.
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who found new employers generally experienced much longer unemployment spells than workers
who were recalled. For example, of workers who had definite recall dates, the average
unemployment spell was 10 weeks for those who were acfnally recalled, but 26 weeks for those
who found new employers. Due to this large difference in average lengths of spells, workers with
a definite recall date who found new employment accounted only for 7 pe;_r’ccnt of the group but
15 percent of the total unemployment experienced by the group. Of workers who expected to
be recalled but did not have av ‘definite recall date, the average unemployment spell was 16 Weeks
for those actually recalled and 27 weeks for thoéc Awho found new employers. The evidence
thus indicates that workers who expectéd to be recalled did not find better jobs to replace their
pre-UI jobs. In Chapter IV, we compare post-UI jobs and pre-UI jobs along other dimensions,
and we also find that new post-UI jobs generally compare unfavorably with pre-UI jobs.

In the context of theoretical models of job search, it has been noted that the reemployment
probability should be greater in the time interval shortly before or after UI‘beneﬁts are exhqusted
(Mortensen, 1977). bOne reason for the expected increase is that the exhaustion of UI benefits
gives rise to a sharp reduction in well-being while unemployed, which induces workers to return
to Work more quickly by seafching more actively or by accepting job offers that may have been
unaccéptable while they were still receiving benefits. Another reason for the increased
reemployment probability ar’ouﬁd the point of exhaustion is that firms who »y_have laid off workers
temporari_ly have an incentive to recall them while the laid-off workers are receiving Ul benefits
(Mortensen, 1987). After benefits are exhausted, some portion of those laid off will accept other
jobs, which is expensive to the firm and the workefs if these workers embody firm-specific skills
and training. Empirical 'analyss of lengths of unemployment spells have found evidence that
reemploymeﬂt probabilitics increase before the point of‘ Ul exhau#tion (Moffitt, 1985; Katz and
Meyer, 1988; and Meyer, 1990).

To explore the relationship between UI exhaustion and reemployment in more detail, we

display in Figures II1.2 to IIL.5 weekly reemployment probabilities for the full sample and for the
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FIGURE III.2

REEMPLOYMENT PROBABILITY BY LENGTH OF UNEMPLOYMENT SPELL:
- FULL SAMPLE
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FIGURE 1113 _
REEMPLOYMENT PROBABILITY BY LENGTH OF UNEMPLOYMENT SPELL:
| DID NOT EXPECT RECALL
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FIGURE IIl4 B
REEMPLOYMENT PROBABILITY BY LENGTH OF UNEMPLOYMENT SPELL:
EXPECTED RECALL, NO DEFINITE DATE
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FIGURE II1.5 _
REEMPLOYMENT PROBABILITY BY LENGTH OF UNEMPLOYMENT SPELL:
EXPECT RECALL DEFINITE DATE -
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subgroups defined by recall expectations. The exhaustion effect is visible in Figures ITL2 to IIL5,
but the magnitude of the effect is modest. It should be recalled that theoretical models predict that
reemployment probabilities should rise as UI exhaustion approaches and should fall thereafter.
Most workers in the sample had potential durations of 24 to 26 weeks, began receiving their
benefits 2 to 4 weeks after their unemployment spells began, and were subject to a waiting week
before their benefits began. If present, the exhaustion effect should appear in roughly the 25th
to 31st weeks of unemployment.®

In Figure IT1.2, an increase in the reemployment probability is visible in weeks 26 to 32, and
the reemployment probability falls sharply after week 34. Jumps in the reemployment probability
are also evident in weeks 12, 22, and 38. The exhaustion effect varies with recall expectations.
For workers who do not expect to be recalled (Figure II1.3), the reemployment probability moves
erratically, but there is a discernible increase in the reemployment probability in the 28th to 32nd
weeks, after which the probability generally declines. For workers on indefinite recall
(Figure II1.4), the exhaustion effect is visible but noticeai:ly smaller in magnitude than the spike
at week 12. For workers on definite recall (Figure IIL5), the exhaustion effect is evident at week
28, though the increase in reemployment probabilities around week 22 may also reflect recall

activity timed so as to avoid benefit exhaustion.®

8Workers who apply for benefits immediately after job loss, satisfy the waiting-week
requirement, and receive 24 weeks of benefits would exhaust their benefits in the 25th week after
their job loss. Workers who wait 4 weeks before applying for benefits, satlsfy the waiting-week
requirement, and receive 26 weeks of benefits would exhaust their benefits in the 31st week after
their job loss.

%The statistical precision of the estimated reemployment probabilities in weeks 26 to 32 do not
allow us to reject the hypothesis that the increase in the reemployment probabilities during these
weeks was due to chance. For example, the 95 percent confidence interval estimate for the
reemployment probability for the full sample in the 30th week of unemployment is 3.5 percent,
plus or minus 1 percentage point. Figure IIL3 reveals that this confidence interval encompasses
the estimated values of reemployment probabilities in neighboring weeks. The confidence intervals
for the indefinite and definite recall subgroups were roughly plus or minus 2 percentage points,
which also encompassed neighboring reemployment probabilities.
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The modest exhaustion effects visible in Figures II1.2 to IIL.5 may arise because workers begin
receiving UI benefits at different points in their unemployment spells, and some workers receive
Ul benefits at various points during their benefit year. Thus, Ul exhaustion may fall at different
points during the unemployment spells experienced by workers in our sample, which would tend
to obscure the exhaustion effect. |

To explore this issue in more detail, we analyzed thé length of time between the last claim
week ending date as indicated by UI program records, and the first reemployment date following
the last claim week ending date.l® We pe_rformed this analysis only for exhaustees, so that the
last claim week ending date was unambiguously the point at which UI benefits ran out. By

- examining the reemployment date closest to the point of exhaustion, we avoid the problem that
arises if workers enter and exit Ul at various points. It is important to note that the date of
reemployment used here to analyze the exhaustion effect is not necessarily the same as the first

. reemployment date after the benefit year beginning date. The two dates are the same only for
workers who became reemployed for the first time after their last claim week ending date.!!

Figure II1.6 shows the proportion of exhaustees who had returned to work at various weeks
after exhaustion. Roughly 25 percent of exhaustees had retumed to work within 4 weeks after the
lést claim week ending date, and about 40 percent had returned to work withih 10 weeks after the
last claim week. However, fully 40 percent of exhaustees vhad not returned to work within 26

| weeks after exhaustion.

Figure M1.7 shows thé post-exhaustion reeniplqyment probalbility by week of unemployment.'

The exhaustion effect is clearly evident in the much larger value of the reemployment probability

Information on the last claim week ending date was not available for workers from New
York. '

"In examining the data, we found 67 exhaustees who reported that they had a post-UI job,
gave reemployment dates that were within 31 days prior to the last claim week ending date, and
had no subsequent jobs. It is possible but unlikely that workers became reemployed and
subsequently unemployed with only a few weeks of Ul remaining. A more likely explanation is that
the reemployment dates fell after the last claim week ending date, but were reported inaccurately.
For these cases, we assigned a value of zero to the time between exhaustion and reemployment.
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' FIGURE IIL6
PROPORTION OF Ul EXHAUSTEES REEMPLOYED, BY LENGTH OF ,
UNEMPLOYMENT SPELL AFTER EXHAUSTION
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~ FIGURE IIL7 7

REEMPLOYMENT PROBABILITY BY LENGTH OF UNEMPLOYMENT SPELL
 APTER EXHAUSTION: EXHAUSTEE SAMPLE |
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(5 to 9 percent) up to 4 weeks after exhaustion. The reemployment probability declines sharply

after that point (to between 2 to 3 percent), as theoretical models predict.

C. MULTIVARIATE ANALYSIS OF THE LENGTHS OF UNEMPLOYMENT SPELLS

Multivariate analysis is a useful tool for describing the underlying factors that determine
lengths of spells. In this section we discuss the particular methods used to model lengths of
unemployment spells empirically, and we present the estimation results for these models.

A commonly used statistical method for multivariate analysis is linear regression. In the
previous section on the descriptive analysis, we noted that spell lengths must be analyzed carefully
when some spells are incomplete, and a similar cautioh applies for fegression models of spell
lengths. Analyzing incomplete spells as if they were complete spells may generate biased estimates
of regression wfzfﬁcients, because the influence of factors in the model that led to incomplete
spells in the first place will be underestimated.

Our dependent variable is the logarithm of the number of weeks from the job loss that
initiated the benefit year to the first date of reemployment. The calendar date of the pre-UI job
loss and the date of reemploymént were reported by respondents and converted into weeks for the
analysis.'> We use explanatory variables in the multivariate analysis of spell lengths that are
similar to those used in Chapter II to analyze UI exhaustion. However, we do not report the
results of entering groups of variables sequentially, but focus instead on the estimated results of
a full model specification for the entire sample and for subgroups defined by recall expectations.
- Descriptive statistics for the variables used in the estimation are found in Table IL.8 in Chapter II.

It should be noted that, because we analyze the logarithm of spell lengths, the bias due to
incomplete spells is likely to be small in our context. Respondents in our sample whose spells were

incomplete when they were interviewed had experienced at least 52 weeks of unemployment, and

1245 we discuss in subsection C.3, reemployment after the initial job loss within a benefit year
may be followed by other spells of unemployment within the benefit year. Thus, our duration
measure differs from total unemployment within the benefit year and total Ul weeks collected
within the benefit year. ‘ '
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had been unemployed for an average of 82 weeks when they were interviewed (see Table H11.2).
Treating these cases as if the spells had ended at 82 weeks is likely to create a relatively small error
in logarithmic terms.!?

Table IIL3 reports estimation results for the regression models Column 1 presents the results
for the full sample. The estimates indicate that older workers, unmarned workers male workers,
~ Hispanic workers, and workers who hve in areas that exhﬂalt high unemployment have longer
‘unemployment spells Workers in the construction and manufacturmg industries, machinists, and
workers who expect to be recalled have shorter unemployment spells. Workers wrth higher Ul
' replacement rates or longer potential durations on average have shorter unemployment spells,
which conflicts with the predictions of conceptual models about the disincentive effects of Ul
receipt. Because .the effects of the Ul program are important in this analysis, we explore these

results in more detail below.

1. Subgroup Results

Due to the very large estimated effects of recall status on lengths of unemployment spells; we
divided .the sample into subgroups and estimated separate models for each. The results in
columns 2 to 4 of Table IIL3 pertain to workers who did not expect to be recalled, workers who
k expected to be recalled but were not given a definite recall date, and workers who were given a
* definite recall date.!* As we found in our analysrs of Ul exhaustxon, the estimated coefficients

drffer consrderably across subgroups

For workers who did not expect to be recalled, age, race, and local unemployment conditions

were correlated more strongly with longer unemployment spells than they were for the full sample

mode! (though the effect of race was not statistically significant). The elasticity of unemployment

3For example, suppose that a respondent whose spell is incomplete at 82 weeks had returned
to work in 102 weeks. In logarithmic units, treating the 82-week mcomplete spell as if it were
completed understates the true spell length only by 5 percent.

4Two respondents did not report whether or not they expected to be recalled, and were
dropped from the subgroup models.
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TABLE IIL.3

ESTIMATION RESULTS FOR REGRESSION MODELS OF DURATION FROM

JOB LOSS TO REEMPLOYMENT, BY RECALL STATUS
(Standard Errors in Parentheses)

71

(1) ¢ &) “
Expected Expected
Dependent Variable: Did Not Recall, No Recall,
~ Log of Weeks from Job Loss to Full Expect Definite Definite
Reemployment Sample Recall Date Date
Age 013 018 -.001 018
(:002) (:003) (:004) (:006)
Female -157 -.296 359 -.151
: (:073) - (.082) (.151) (.224)
Black -.001 097 041 -273
(.067) (.083) (.127) (.174)
Hispanic 166 041 266 105
- (.078) - (.095) (-131) (.259)
Married -335 -328 -119 -596
(.074) (.093) (-126) - (234)
Female and Married 396 395 =312 719
(.133) (:173) (.245) (.357)
Spouse Worked .033 -.011 .040 031
(.072) - (.090) | (.123) (:209) .
Female and Spouse Worked -.007 244 072 -.458
(.131) (:173) (-240) (.331)
High School Dropout 035 087 210 -277
(.057) (.082) - (.095) (.139)
College Graduate 077 034 412 -.166
_ (.073) (.073) - (.200) (:327)
Years Worked on Pre-UI Job -.004 012 -.005 -.025
(.004) (.005) (.005) (.010)
Union Member on Pre-UI Job .086 244 -.025 245
(.052) (.076) (.085) (.132)
Had Regular Layoffs on -.011 A11 -117 .008
Prc-UI Job (.060) (.135) - (.088) (.130)
Construction Industry -.289 -417 -.305 165
(.082) (.110) (.121) (:363)




......

TABLE I11.3 (continued)

e

(1) G) Q)
‘ : ‘ Expected Expected
Dependent Variable: - Did Not Recall, No- Recall,
Log of Weeks from Job Loss to Full Expect Definite Definite
Reemployment Sample Recall Date Date
Construction/Extractive 037 183 052 -.890
Worker -(.091) (.123) (-129) (-386)
Machinist -128 -013 035 - -.170
| | (072) (-116) (.128) (-160)
- Manufacturing Industry -284 - 023 -321 -1.049
| (:053) (.063) (.103) (.157)
..Local Unemployment Rate 024 036 .002 034
(:007) (.009) (.011) (.020)
'UI Replacement Rate -327 -019 -903 -013
(-120) (142) (.:224) (:349)
UI Potential Duration -024 013 - 018 -.042
(.006) (:007) (.010) (.020)
Expected Recall, No -419 - -- --
Definite Date (.055) ~
Expected Recall, Definite Date -875 - - -
(.062)
Constant 342 2.59 3.62 3.07
(-186) (:226) (:329) (.592)
R 251 098 075 277
Sample Size 2,416 1,395 693 326

NOTES: All estimates were generated by weighted least squares. ‘Weights are defined in Chapter IL
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duration with respect to age at the sample mean age is calculated as .70. If an avéfage worker who
is 38 years old is compared with a worker who is otherwise identical but 48 years old, the estimated
coefficient for age implies an unemployment spell that is 18 percent longer for the older worker,
which is an increase of about 4 weeks. The elasticity of unemployment duration with respéct to
the local unemployment faté is calculated as .23. If an average worker who lives in a county with
an unemployment rate of 6.4 percent (the subgroup average) is compared with an otherwise
identical worker who lives in a county with a 12 percent unemployment rate, the estimated
coefficient for the local unemployment rate implies an unemployment spell which is roughly 20
percent longer than the average spell, which is an increase of 4.2 weeks.

The length of the pre-UI job, which was not a significant factor for the full sample, is
positively correlated with longer unemployment spells for workers who did not expect to be
recalled. This result, coupled with the positive effect of union membership on the length of
unemploymént spells for the no-recall subgroup, suggests that losses of firm-specific skills, seniority,
or union wage differentials are associated with longer unemployment spells. Union members‘ who
did not expect to be recalled experienced unemployment spells that were 24 percent longer than

the spells of nonunion workers. The elasticity of unemployment duration with respect to years on

' the pre-UI job is relatively small, equal to .05 at the subgroup average. A worker who had the

same pre-Ul job for 20 years is likely to experience an unemployment spell that is S weeks longer

than the spell of an otherwise identical worker who had worked the subgroup average of 4.2 years

on the pre-UI job.

The coefficients for the indefinite- and definite-recall subgroups (columns 3 and 4 in
Table I11.3) display different patterns relative to the estimated coefficients for the permanent layoff
subgroup. The estimated coefficients also differ according to whether workers had a definite recall
date. For example, age had no effect on the length of spell for the indefinite-recall subgroup, but
had a substantial effect on the definite-recall subgroup, with older workers having longer

unemployment spells. Years worked on the pre-UI job had no effect on lengths of spells for the
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indefinite-recall subgroup but did have a significant effect on the definite-recall subgroup, as would

be expected if recalls were based on seniority. Workers who did not complete high school

experienced longer spells in the indefinite-recall subgroup, but shorter spells in the definite-recall

subgroup. The effect of working in a manufacturing industry on the length of spell was negligible

for the indefinite-recall subgroup, but very large for the definite-recall subgroup. The same pattern '

is evident for construction workers.’> However, for both recall subgrdups, higher Ul replacement

rates and longer potential durations are correlated with shorter spell lengths.

2. Demoggaghic Effects

Several direct and interactive variables were entered for gender, marital status, and whether

tﬁé_individual had a working spouse at the time of job loss, in order to account for differences in.

lengths of spell between primary and secondary workers. Table IM1.4 displays the net coefficients
for workers who fall into various categories according to these variables. We determined the net

coefficients by summing the estimated coefficients for all variables whose values are unity for

different types of workers.!® The benchmark category, which is implicitly contained in the model

by way of the constant term, is unmarried males. The net coefficient for unmarried females is the
same as the estimated coefficient for the female dummy variable. The net coefficient for married
~ females is the sum of the estimated coefficients for the female variable, the married variable; and
the female/married interactive variable. The effect of having a working spouse is deterﬁined

similarly.

31t should be noted that coefficients were estimated for working in a construction industry and
for having construction as an occupation. The net effect of being a construction worker in a
construction industry on the length of spcll is the sum of the two coefficients. Of course, not all
workers in the construction industry give construction as their occupation, which would include
clerical and administrative support persons.

161t should be noted that these compansons between demogmphxc groups are net of other
factors in the regression models. That is, the effects of differences in age, race, education,
industrial and occupational factors, UI program parameters, and local unemployment conditions
on lengths of spells have been controlled for in the demographic group comparisons.
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TABLE 1114
NET COEFFICIENTS FOR DEMOGRAPHIC CATEGORIES,

BY RECALL STATUS
(Standard Errors in Parentheses)
(1) @ 3) @
Expected
. Did Not Expected Recall,
| Full Expect Recall, Definite
Category - Sample Recall No Date Date
Unmarried Males . - - --
Married Males -335 . -328 -119 -.596
(074) (093) (126 (:234)
Married Males, Spouse -302 -339 -079 -.465
Working (.067) (077) (L67) (-229)
Unmarried Females -.157 T «296 359 -151
(.073) (:082) (.151) (:224)
Married Females -096 29 .02 -028
(.024) (.054) (.067) (.015)
Married Females, Spouse -.070 -016 .040 -355
Working (.018) (-004) (.031) (:209)

SOURCE: The net coefficients were computed from the estimated regression coefficients in Table
IL3. The standard errors for the net coefficients were computed on the basis of
standard formulas and variance-covariance matrix of the estimated coefficients (Maddala,
1977).
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Three patterns are evident across demographic groups. First, married males have shorter
unemployment spells than unmarried males, regardless of recall status. For example, the estimated
coefficients for the full sample indicate thai the predicted unemployment spell for a married male
with otherwise average characteristics is 34 percent shorter than for an unmarried male with
average characteristics. Married males with working spouses tend to have longer spells than

married males without working spouses, except for the permane;nt-layoff subgroup. Second,

unmarried females generally have shorter spells than unmarried males (except in the indefinite-
recall subgroup), but married females have longer uﬁemployment spells than married males.
Married females with working spouses also have longer spells than married females without
working spouses, except for the definite-recall subgroup.

For the no-recall subgroup, the net coefficients are consistent with the view that the presence
of working spouses allows workers to rémain unemployed for longer periods, to search more
-xtensively for jobs, or to wait for better job offers. Married females may experience longer spells
of unemployment than married males because the reduction in household income due to their
unemployment is likely to be relatively smaller, which creates less incentive to return to work
quickly. _ A

However, for the recall subgroups, the forces that determine the obseri'éd. demdgraphic effects
are less clear. If demographi¢ effeéts were due solely to the influence of household composition

" on search behavior, it would be reasonable to find negligi_bie demographic effects in the recall
~ subgroups, in which extensive search is less likely to occur. Iﬂstead, clear differences are evident
among demographic categories in the recall subgroups. These diﬂ?mncm may be due to industrial

and occupational differences not captured in the regression model.

3. Ul Program Effects

The estimated coefficients for UT wage replacement rates and potential duration are negative

in sign for the full sample and the three recall subgroups, indicating that workers with greater wage
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replacement rates or potential durations on average had shorter unemployment spells, after other
factors were controlled for. The direction of these results conflicts both with theoretical models,
which predict that the disincentive effects of greater wage replacement rates or potential durations
should lead to longer spells, and with the results of previous empirical research on the effects of
UI on unemployment spells.

One possible explanation for these results is that workers with lower replacement rates and
potential durations may be unemployéd longer before they begin collecting Ul benefits. The
dependent variable in the preceding models is the time between job loss énd reeihployment for the
unemploymenbt spell that initiated the UI benefit year. However, workers are more likely to delay
receiving Ul benefits if they have low replacement rates, since, by definition, UI benefits for these
workers are relatively smaller. Alternatively, workers with low UI wage replacemént rates, who
generally also have higher pre-UI wages, may believe that they will be reemployed quickly, and will
apply for benefits only when they do not become reemployed quickly.

To evaluate this explanation, we modified the specification of the basié duration model by
entering as the dependent variable the log of the number of weeks from the benefit year beginning
date to reemployment; The estimated program coefficients generated by the change are displayed
in Table IIL5, below the basic coefficients reproduced from Table ITL.3.17 As shown in Table IILS,
the estimated replacement rate coefficients for the full sample and for each recall subgroup were
less negative relative to the estimates based on weeks from job loss to reemployment, and were
positive for the permanent layoff subgroup. This result suggests thét workers with higher
replacement rates do begin to receive UI beneﬁts;‘ more quickly. However, the estimated

coefficients for potential duration are generally larger with the modified dependent variable.

"Though we report only the estimated coefficients for UI replacement rates and potential
durations, each model contains all explanatory variables specified earlier. The estimated
coefficients for other variables were generally close in magnitude to the values shown in
Table II1.3, and hence are not reported here.
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'REGRESSION COEFFICIENTS FOR UI PROGRAM VARIABLES,
' BY RECALL STATUS
(Standard Error in Parentheses)

TABLE IILS

(007)
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Expected
_ Expected Recall,
Full No Recall Recall, ~ Definite
_ Sample Expectations No Date Date
Dependent Variable:
Log (Weeks from Job Loss
to Reemployment) - .
UI Replacement Rate v -327 -019 =903 -013
(-120) (.142) (:224) (.349)
Potential Duration -024 -013 -.018 -.042
(.006) (:007) (.010) (.020)
‘Dependent Variable:
Log (Weeks from
Benefit-Year Beginning
to Reemployment)
UI Replacement Rate -202 163 724 -054
, : (.131) (:157) (-241) (.380)
Potential Duration - -026 -.010 . -022 -050
’ (.007) (-008) (.011) (.021)
Dependent Variable:
Log (Weeks of Ul
Collected) ‘ »
UI Replacement Rate - ~-186 430 -.684 -.889
(-124) (145) (:235) (-383)
Potential Duration 010 014 012 -.004
' ' (.006) (.010) (.022)




TABLE IIL5 (continued)

 Expected
Expected Recall,
Full No Recal! Recall, Definite
Sample Expectations No Date Date
Dependent Variable:
Log (Weeks from Job Loss
to Reemployment)
Sample: Gaps in Ul
Collection of <6 Weeks
UI Replacement Rate =217 .068 -.486 -.042
(.139) (.157) (:265) (.595)
Potential Duration 029 -.009 -.035 -.065
_ (.007) (-008) (.012) (.026)
Sample Size 1,748 1,103 466 177
Sample: Gaps in Ul
Collection > 6 Weeks
UI Replacement Rate -459 -.297 -1.395 - .164
(-230) (:328) (417) (.473)
Potential Duration -.020 -.026 -019 -.016
(.011) (.015) (.018) (:031)
Sample Size 667 291 226 148

SOURCE: Mathematica Policy Research (1990).
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Another possible explanation for the observed program effects 1s that workers with lower
replacement rates or potential durations may be less likely to have several spells of unemployment
within a benefit year. Some workers may become reemployed quickly but experience
unemployment again within the benefit year. In fact, for some workers, numerous short spells of
unemployment might 6ccur within the same benefit year. If the incidence of multiple spells is
higher among workers with higher replacement rates or potential duratio;, and if multiple spells
are associated with shorter initial spells in the benefit year, it might lead to estimated regression
coefficiénts with the observed sigﬁs.

'We evaluated this explanation by entering as the dependent variable the log of the number
of weeks of UI collected within the benéﬁt year. If we interpret disincentive effects to apply only
to time on the UI program, we would exbect that workex;s with higher replacement ratés would
collect more weeks of benefits within a benefit year. We would also expect that potential duration
would enter with a positive sign, simply because workers with longer potential durations can collect
more weeks of benefits. The gstimated coefficients for réplacem.ent rates in Table IILS are ‘less
neggtive than for the basib specification (exépt for the definite-recall subgroup), and the estimated
coefficient for the permanent-layoff subgroup is positive. Interestingly, the replacement rate
coefficient for the deﬁﬂtc—rﬂ sub’groﬁp is m_brg_ negative when weeks of UI collected is the
' dependenf variable, which may be due to the prevalence of short layoffs with definite recall dates
~ among several manufacturing ixidustri&s (sﬁch as the automobile industry) that also have relativély
high wages and hence low replacement rates. The estimated coefficients for potential duration are
positive, except for. the definite-recall subgroup.

Another possible test for the multiple spells efféct is to break the sample into two groups,
consisting of workers whosé spells of UI re(;;ipt were broken only for short periods (shorter than
6 weeks) and workers whose spells of UI receipt were broken for longer periods (longer than or
equal to 6 weeks). The purpose of this breakdown is to identify workers who had relatively long

spells when they did not receive UI within the benefit period. These workers may have returned
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to work briefly and then became unemployed at a later time, though we do not in fact have much
information about the experiences of workers when they were not receiving UL To determine the
bréakdown, we calculated the difference between the number of weeks from the benefit year
beginning date to the last claim week ending date, and the number of weeks of benefits collected
within the benefit year.!

For workers with less than a 6-week gap in UI collection, the estimated coefficients in
Table IIL5 were generally less negative than for the basic specification, which suggests that the
multiple spells problem is partly driving the basic results. For workers with more than a 6-week
gap in UI collection, the estimated coefficients are considerably more negative than for the basic
specification. It should also be noted that workers whose gaps exceed 6 weeks are concentrated
disproportionately among the temporary-layoff subgroups: 46 percent of workers with a definite
recall date had collection gaps that exceeded 6 weeks, whereas only 21 percent of the permanent-
layoff subgroup had gaps that exceeded 6 weeks.

The results of our tests indicate that the estimated effects of the UI program are sensitive to
the particular definition of unemployment used, and to the existence of multiple spells of
unemployment within the benefit year. However, comparisons of the estimated effects of the UI
" program for the various sﬁbgroups suggests that the disincentive effect of higher gross Ul wage
replacement rates is most evident for workers who do not expect to be recalled. This result
conforms with the argument made in Chapter II that predictions about the effects of the program

from conceptual models are more valid for workers who are likely to be searching for new jobs.

18We calculated the number of weeks of benefits c'o_lleéted from program records as the
maximum benefit amount minus the remaining benefit amount, divided by the weekly benefit
amount.
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IV. LABOR MARKET AND ASSISTANCE PROGRAM EXPERIENCES

In Chapters II and III, we examined the two main questions of interest to this study: (1) the
determinants of UI exhaustion and (2) the determinants of the duration of unemployment among
Ul recipients. This chapter addresses a number of subsidiary questions about the labor-market and
assistance program experiences of exhaustees and nonexhaustees.

The discussibn consists of five sections. Sections A and B examine two particular aspects of
labor-market experiences--job-search activities and the characteristics of post-UI jobs. Sections C
and D then examine the use of reemployment services--job-search services and training/education
programs--by exhaustees and nonexhaustees. Section E discusses their receipt of retirement and
public assistance benefits.

In these sections, we examine, where appropriate, the behavior of UI exhaustees both at the
beginning of their Ul spell and after they exhausted Ul benefits. However, not all members of the
exhaustee sample were asked questions about their job search and other behavior following
benefit éxhaustio_n. These questions were asked only of individuals who indicated in the interview
that they had exhausted their UI benefits. About 22 percent of the exhaustee sample (as defined
- by UI administrative records) gave another reason why their Ul spell ended; most indicated that
they ended their 1) spell because they became reemployed. Thus, the findings in this chapter on

post-exhaustion behavior apply only to a subset of the full exhaustee population.!

1This caveat applies only to the questions in the interview that explicitly addressed behavior
following exhaustion. Other resulits, such as those on rates of reemployment following exhaustion,
apply to the full exhaustee sample.
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A. JOB-SEARCH ACTIVITIES
This section examines the frequency and mtensxty of job search among exhaustees and

nonexhaustees. Thns issue is an important area of interest, since, if a reduced level of jOb search

were found to be associated with a higher probabrhty of exhaustion, one policy prescription would -

he to encourage greater job-search activity among individuals likely to exhaust UI benefits. An
increased level of job-search activity could be enccuraged either by imposing administrative job-
search requirements or by providing jdh-search semces ,

In order to examine job;search activrty, respondents to the interview were asked about their
job search at two points in time--all respondents were asked ahout their search activities at the
' start of 'the period of Ul collection, and individuals who identified themselves as exhausteesWere
asked about their search activities following exhaustion. These two points in time were chosen
both because they are likely points for any policy intervention and because focusing on specific
points in time made it easier for respondents to answer the questions.?

Table IV.1 shows that, overall, exhaustees were significantly more likely than nonexhaustees
to look for work when they began cblle,cting UL This difference was due in part to the different
recall expectations for the two groups. Among individuals with no recall expectations, the
proportions of exhaustees and nonexhaustees who looked for work were identical; 84 percent
indicated that they searched for worlr at the start of UL However, among individuals with recall
expectations (with or- witho_nt a definite recall date), exhaustees were more likely than

nonexhaustees to look for work, and these differences were statistically significant.’

In some previous studies, interview respondents were asked about their job-search activity
‘while they were unemployed. Some respondents who were unemployed for some time indicated
to interviewers that their level of search actmty had changed substantially over time and that it was
difficult to answer the questions. » :

3These differences may be due to the fact that exhaustees were less certain than nonexhaustees
about their chances of recall. Alternatively, the differences may reflect a reporting problem, since
respondents were asked to report past job-search behavior. By the time of the interview,
individuals who expected to be recalled but had exhausted their benefits may have been more likely
to report searching for work than individuals who expected to be recalled and did not exhaust UL
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TABLE IV.1

JOB-SEARCH ACTIVITIES OF EXHAUSTEES AND NONEXHAUSTEES

(Percent)
Exhaustees Nonexhgustees
At UI Start After Exhaustion At UI Start
Looked for Work
Full Sample 823 74.0 61.7
No Recall Expectations 835 75.2 84.0
Expected Recall, No Definite Date ‘ 82.7 s 60.7
Expected Recall, Definite Date 68.4 574 268
Looked for Work
Hours Looked Per Week
OtoS 214 26.1 - 268
61010 272 26.9 41
111020 346 ) 29.8 326
21 or more ’ ' 169 172 165
Mean é , 143 . 138 137
Number of Employers Visited In-Person
0 52 57 83
1to2 199 26.1 232
3105 45.0 41.0 41.7
6 or more 299 271 268
Number of Employers Contacted by Mail
0 56.2 598 61.3
1t02 11.8 11.8 10.7
3105 ’ 14.7 138 118
6 or more 17.3 14.6 16.2
Number of Employers Contacted by Telephone
0 30.5 349 313
1t02 158 164 186
3t05 263 232 28.0
6 or more 274 254 22
Sample Size 1,581 1,114 623




TABLE IV.1 (continued)

Exhaustees Nonexhaustees
AtUIStart  After Exhaustion At UI Start
Did Not Look for Work
keason for Not Looking for Work
New job to start 45 | ' 37.1 7.1
Expected to be recalled 2.1 144 - 74.7
In school or other training : 48 6.7 1.8
Did not want to look 05 89 39
Retired 48 83 _ 13
Believed that no work was available : 71 20 24
11 health/disability 7160 103 16
" Family responsibility 39 62 05
Expected union to provide job 13 59 63
Other 12 03 05
Sample Size ’ LT , 388 383

NOTE: The sample of e;haustes who were asked about job search following exhaustion includes only those exhaustees who indicated
_-that they had stopped collecting UI benefits because they exhausted their benefits. Exhaustees who said that they stopped
collecting for other reasons (for example, they found a job) are not included in these distributions.




The data on the intensity of job search among individuals who looked for work at the start
of UI show a similar story. Exhaustees looked for work as intensively as or more intensively than
nonexhaustees, as opposed to less intensively. Both groups looked for work an average of 14 hours
per week. Moreover, 95 percent of the exhaustees reported that they contacted one or more
employers in person, compared with 92 percent of the nonexhaustees. Slightly higher proportions
of exhaustees than nonexhaustees also reported contacting employers by mail or telephone.

These data on the probability of looking for work and on the intensity of job search when
looking suggest that a reduced level of job-search activity among exhaustees relative to
nonexhaustees was not the primary reason that one group of claimants exhausted benefits and the
other did not. Nevertheless, the data also indicaté that a sizeable group of exhaustees (18 percent)
reported not looking for work at the start of UL While some of these individuals were job-
attached--they were waiting for a new job to start, they expected to be recalled, or they expected
their union to find them a job--this group did not constitute the majority of those who did not look
for work. Fully 60 percent gave other reasons for not looking for work that would classify them
as out of the labor force. For example, 21 percent reported that they did not want to work, and |
16 percent reported that they had ill health or a disability that prevented them from working. Only
7 percent could be classified as discouraged workers who believed that no work was available. In
contrast, most of the nonexhaustees (88 percent) who did not look for work were job-attached.
Translating these estimates into the full populations of exhaustees and nonexhaustees indicates that
approximately 11 percent of all exhaustees (60 percent of 18 percent) appear to have been out of

the labor force at the start of their UI claim, compared with 5 percent of nonexhapstees.“

“We examined the characteristics of the out-of-labor-force group by estimating a linear
probability model with "out of the labor force” as the dependent variable. We used the independent
variables from the analysis of the probability of exhaustion, excluding the variables on service
receipt and the level of job search. We found that recall expectation, the local unemployment rate,
and being a machine operator were negatively correlated with being out of the labor force, and
that duration on the pre-Ul job, being a married female, and quitting the pre-UI job were
positively correlated with being out of the labor force.
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Table IV.1 also reports measures of job search among exhaustees following exhaustion, for
those who indicated that they exhausted UL These data suggest that the likelihood of looking for
work was lower following exhaustion than it was at the start of the Ul claim period. However, a
greater proportion of the individuals not looking for work were in the labor force (interestingly,
most reported that they were waiting for a new job to start) than was the.case for those not
looking for work at the start of UL Overall, the proportion out of the labor force was the same
as we found at the start of UL’ However, the data on the intensity of job search show that the
number of hours of search declined after exhaustion relative to the intensity of job search at the
start of Ul, as did the likelihood of contacting employers.

Individuals who looked for work either at the beginning of UI or following exhaustion were
-asked a series of questions to ascertain their perceptions of the barriers they faced in becoming
reemployed. Table IV.2 reports the answers to these questions. The three reemployment barriers
cited most often by exhaustees and nonexhaustees were (1) the lack of jobs in their occupation,
(2) the lack of jobs in the local area, and (3) low pay. Substantial proportions also reported that
they needed more education or experience or that they needed to obtain special degrees, licenses,

or certifications.® In general, fewer individuals cited age, sex, or racial discrimination as barriers.’

’In making this comparison, we ignored the individuals who were classified as exhaustees
according to administrative records data but who did not report that they had exhausted benefits.
This procedure seems appropriate, since most of these individuals appear to have stopped
collecting UI to become reemployed. ' .

SRespondents cited a wide range of required degrees, licenses, or certifications, including
accounting degrees, driver’s licenses for cars, trucks, and other vehicles, and medical technician or
nursing certificates. :

7A larger proportion of exhaustees than nonexhaustees cited age discrimination as a barrier to
reemployment. This finding is consistent with the results of our exhaustion rate modeling, in which
we found that age was positively correlated with exhaustion.
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TABLE IV.2

PERCEIVED BARRIERS TO REEMPLOYMENT:
UI RECIPIENTS WHO LOOKED FOR WORK

(Percent)
Exhaustees Nonexhaustees
No Jobs Available in
Occupation , 69.4 : 66.7
Needed More Education or _
Job Experience 45.0 398
Needed to Obtain Special
Degree, License, or
Certification 189 14.3
Employers Felt That ,
- Respondent Was Too Old 213 ' 124
. Employers Felt That . .
Respondent Was Too 6.1 6.6
Young : NI
Pay Was Too Low » 56.1 559
Jobs Unavailable in Area . 62.7 52.0
Sample Size 1,665 | 613

NOTE: The exhaustee sample includes individuais who looked for work either at layot‘f or after they
exhausted their benefits. :
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- Not surprisingly, greater proportions of exhaustees than nonexhaustees tended to perceive that

they faced réemployment barriers.

* B. CHARACTERISTICS OF POST-UI JOBS
An importan.t- area of investigation pertains to the nature of the jobs obtained by UI recipients
and how those jobs compared with the jobs held prior to Ul receipt. This comparison is important,
* since individuals whé lose a job and become UI recipients not only experience a loss of income
| while unemployed, but may also continue to suffer income losses if their new jobs éay ‘less‘than
their pre-UI jobs. Losses in income, if they occur, may be due to a reduction in the number of
hoﬁfs worked 6rvin hourly pay.

Ih this analysis of post-UI jobs, we report the results for both exhaustees aﬁd ﬁonexhaﬁste&,

since the experience of both groups is of interest. However, we are careful not to make causal

, 'stateménts about ;he experiences of these two groups of Ul recipients, since such statements could

- be misleading. For example, UI recipients in the saxﬁple tended.to exhaust UI because fhey had

‘not become' reemployed. Consequently, UI exhaustees had lower rates of reemployment than

| nonexhaustees, but we cannot conclude that the exhaustion of UI precipitated the lower
reemployment rate.

Table IV.3 presents data on tﬁe number of post-UI jobs held by UI recipients during the 20-
mOnth average period from the initial layoff to the interview date. The data show that 90 percent
of the UI recipients held at least one job during this period. The data show further that
approximately 40 percent of the individuals who became reemployed held more than one job
d\iring this period. As noted earlier, the reemployment rate for exhaustees (79 percent) was lower
than the rate for nonexhaustees (95 percent).. -

Table IV.4 presents data on weekly wages. They show that a substantial number of exhaustees
who became reemployed, and some ndnexhausfees as well, suffered a reduction in weekly wages

on their first post-UI job relative to the weekly wages they received on the pre-UI job. Thirty-
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TABLE IV.3

POST-UI EMPLOYMENT
(Percent)
‘Exhaustees Nonexhaustees Total?
Number of Post-UI Jobs , v
0 213 52 9.6
1 454 58.2 54.7
2 229 23.7 23.5
3 .88 10.6 10.1
4 13 12 1.2
5 or more 0.5 1.2 1.0
Sample Size 1,920 1,009

2,929

*The figures in this column take into account the oversampling of exhaustees relative to

nonexhaustees.
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“TABLE IV.4

COMPARISON OF WAGES AND HOURS OF PRE- AND POST-UI JOBS
FOR INDIVIDUALS WITH A POST-UI JOB

(Percent)
Exhaustees | Nonexhaustees
First Post-Ul First Post-Ul
Pre-UI Job Job Pre-UI Job Job
Weekly Wages _ :
$200 or less 197 35.7 16.6 19.1
$201 to $300 236 22.0 26.2 23.6
$301 to $400 19.6 15.5 20.6 20.4
$401 to $500 125 95 10.1 107
'$501 to $800 174 108 21.0 205
$801 or more - 13 64 54 5.7
Mean | $415 $347 406 $403
Ratio of Post-UI to Pre-Ul
Weekly Wages ) , :
Less than .5 194 59
51075 ‘ 171 | 83
.76 to 1.0 o | © 168 172
; 1.1to 1.25 319 50.7
: 1.26 or more | | 14.7 | 17.9
Weekly Hours v
34 and under 6.7 234 6.5 11.0
351039 63 64 45 58
40 52 . 41 518 52.7
4110 45 103 68 s 109
46 or more 315 23 25.7 19.6

. Mean 43 393 34 41.4




TABLE IV.4 (continued)

Exhaustees Nonexhaustees |
First Post-Ul First Post-Ul
. Pre-UI Job Job Pre-Ul Job Job
Ratio of Post-UI to Pre-UI |
Weekly Hours

Less than .5 9.1 33
S5t0.75 13.6 6.6
76 t0 1.0 -20.6 17.1
1.1t0 125 46.8 66.1
1.26 or more 9.9 7.0
1,513 963

Sample Size
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seven percent of the exhaustees and 14 percent of the nonexhaustees who became reemployed
- earned weekly wages that were 75 percent or less t‘han the amount they received on their pre-Ul
jobs. Conversely, some individuals experienced gains in weekly wages; 15 percent of the exhaustees
and 18 percent -of the nonexhaustees recexved weekly v?aéesthat were more than 25 percent
- greater than the wages they received on their pre-Ul job. Overall, howevér, méan weekly wages
declined for exhaustees from $415 to $347 per week, a 16 percent decline. Mean weékly wages
remained stable for nonexhaustees at just over $400 per week.
| The data m Table IV.4 on hours worked per week suggest that, for many individuals, weekly
wages were lower because the number of hours worked per week were lower. For example, the
nﬁmber of hours worked per week declined by 25 percent or more for 23 percent of themexhaustwc
and 10 percent of the nonexhaustees. Looked at another way, the prevalence of part-time work
incregsed. Among exhaustees, 7 percent worked 34 or fewer ixours per week on the'pré-UI job,
_ whilé 23 percent worked 34 or fewer hours per week on the first post-UI job. The compérable
| numbers .for" nonexhaustees were 7 and 11 percent. For exhaustees, the reduction in the number
- of mean hours worked per week from 44 to 39 hours explained about two-thirds of the reduction
in mean Weekly wages. The other third was due to a reduction in mean hourly wages.
- ‘Table IV.5 reports additional data on the first post-UI job. The data show that the four main
joB sources. for both exhaustees and nonexhaustees were recall by pre-Ul employers, friends and
relatives, want ads, and direct application with employers. - As has been noted throughout the
repor;,_ recallé wére particularly important for nonexhaustees (54 percent obtained their first post-
8] joﬁ'ﬁé recaﬂé). However, almost one-quarter of the exhaustees were also recalled by their
former employer.
* Table IV.5 also shows that employment m the first post-UI job obtained by Ul recipients was
often unstable. These jobs were terminated before the date of the interview for 55 percent of the
exhaustees and 46 percent of the nonexhaustees. For both groups of recipients; the two primary

reasons given for job-endings were layoffs (55 percent) and quits (almost 40 percent).
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TABLE IV.5

SELECTED CHARACTERISTICS OF THE FIRST POST-UI JOB |
FOR INDIVIDUALS WITH A POST-UI JOB

(Percent)
Exhaustees Nonexhaustees
Source of Job
Recall 24.1 53.5
Employment Service/Job Service 42 34
Private employment agency 23 1.7
Friends, relatives S 25.5 132
Want ads 14.3 10.0
Directly with employer 20.2 12.7
Union | 39 . 3.1
Self-employed . : 5.5 .24
On-the-Job Training Job 0.9 0.9
Reason for Job End
Job did not end as of interview 4.7 54.5
Laid off . 312 25.0
Quit 20.4 17.7
Fired 3.1 1.8
Retired 0.3 0.5
Other , 0.3 0.5
Sample Size 1,513 + 963
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The fact that some individuals quit their first post-UI job suggests that some individuals may
have initially accepted a lower-paying job _offer than they desired and then were able to find a
better-paying job. To investigate this possibility, we compared weekly wages and hours worked on
the pre-UI job with weekly wages and hours worked on the post-UI job with the highest weekly
wages. These comparisons showed that 28 percent of the exhaustees and 8 percent of the
nonexhaustees had weekly wages on the highest paying post-UI job thatWwere 75 percent or less
than the amount received on their pre-UI job. The comparable figures for the first post-UlI jéb
were 37 and 14 percent. The data on hours worked on the high&st-paying post-UI job sugg&t that
fewer of these jobs were part-time than was the case with the first post-UI job. Among exhaustees, -
18 pcrcenf worked less than 35 hours per week on the high&st-paying post-UI job, compared with
i3 percent on the first post-UI job. The comparable numbers for nonexhauste&s were 8 versus 11
percent. These findings indicate that some indiﬁiduais were able to obtain better-paying jobs than
their first post-Ul job. Nevertheless, a substantial number of individuals still suffered a reduction
in weekly wages and hours worked relative to their pre-UlI job. |

Table IV.6 pr&enté data on thé industry of the pre-UI and first post-UI jobs. The data show
clearly that a substantial shift in industries occurred between the pre-Ul .and post-UI jobs,
particularly among exhaustees.® As has been observed in other studies (see, for example, Herz,
1990), the main shift was from manufacturing to retail ﬁade and services. For example, 31 percent
of the exhaustees who becamé_reemployed held pre-Ul jobs in manufacturing, while only 21
* percent of this group held a manufactu;'ing job for their first post-UI job. In contrast, the
pércentage with a job in retail trade rose from 11 to 16 percent and in services from 18 to 24 A
percent. Overall, 58 percent of the exhﬁuste&s and 32 percent of the nonexhaustees changed

industries, as defined at the 2-digit SIC level.

8Comparisons of the industry and occupation of the highest-paying post-UI job with the pre-UT
job are quite similar to the comparisons reported here between the first post-UI job and the pre-
UI job.
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TABLE IV.6

COMPARISON OF INDUSTRY AND OCCUPATION OF PRE- AND POST-UI JOBS
FOR INDIVIDUALS WITH A POST-UI JOB

(Percent)
Exhaustees ~ Nonexhaustees
Pre-Ul  First Post-Ul  Pre-Ul  First Post-UI
Job Job Job Job
Industry

Agriculture/Forestry/Fishing 42 46 32 2.8
Mining 21 14 17 18
Construction 153 158 168 164
Durable Manufacturing 16.2 9.8 25.0 225
* Nondurable Manufacturing 143 113 183 167
Transportation/Public Utilities 53 5.0 44 43
Wholesale Trade 38 29 3.1 28
Retail Trade _ 10.8 16.0 82 9.9
Finance/Insurance/Real Estate 54 4.6 3.1 34
Services 182 24.1 138 16.3
Public Administration 42 4.7 25 3.3
Change in 2-Digit Industry Code 582 | 316

Occupation
Managerial/Professional - 123 11.0 8.0 8.1
Technical and Related Support 1.8 20 20 23
Sales 6.4 10.2 5.7 . 59
Administrative Support 188 158 12.3 12.8
Service Occupations 85 134 6.1 7.3
Mechanics and Repairers 4.0 3.6 5.6 5.5
Construction and Extractive 94 9.0 114 10.6
Precision Production 24 1.4 29 2.5
Machine Operators 15.8 11.1 26.1 248




TABLE IV.6 (continued)

Exhaustees. * Nonexhaustees

. Pre-UI  First Post-Ul  Pre-Ul  First Post-Ul
, o "~ Job Job Job Job
- Transportation and Material Moving - 6.9 1.3 7.6 8.7
_ Handlers | 8.6 10.1 83 83
Farming/Forestry/Fishing 51 5.1 4.1 3.2
- Change in 2-Digit Occupation Code 52.6 31.6
'Sample Size 1,513 963




Similar changes were reflected in the occupational distribution. The percentage of exhaustees
with a sales or service job rose shbstantially, while the percentage with a fnachine operator job
declined. Overall, 53 percent of the exhgustées and 32 percent of the nonexhaustees changed

occupations, as defined at the 2-digit SOC level.

C. THE USE OF REEMPLOYMENT SERVICES

Job search, jobA placement, and other reemployment services are made available to UI
recipients through each state’s Employment or Job Service (JS). In most states, UI recipients who
are not job-attached are generally referred to the JS by UI staff, although the timing of referrals
and the degree to which compliance is monitored and enforced vary considerably among states.
In addition, some UI recipients may qualify for and receive reemployment services, including
education and training, through the Job Training Partnership Act (JTPA) program.’ JS staff may
refer UI recipients to JTPA, or UI recipients may go directly to the JTPA system. |

While reemployment services are available to UI recipients, it is iraportant that we examine
the degree .to which Ul recipients actually received such services, particularly the degree to which
individuals who exhausted UT benefits received services. Table IV.7 reports data on services other
than training and education. (Participation in training and education is examined in the next
section.) | |

The data show that, overall, 64 percent of the exhaustees received reemployment services
(other than training) from the Job Service, and 8 percent received services from JTPA or another
source at the start of the UI period.® As one would expect, the rates of receipt for

nonexhaustees were lower. However, this lower rate of service receipt for nonexhaustees was due

%UI recipients would be eligible for services from the JTPA program 1f they qualified as
disadvantaged individuals or as dislocated workers.

10These rates of service receipt are very similar to the rates reported in Richardson et al.
(1989) for long-term UI claimants.
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USE OF REEMPLOYMENT SERVICES OTHER THAN TRAINING

TABLE IV.7

(Percent)
Exhaustees Nonexhaustees
- At Ul Stant After Exhaustion At UI Start
Received Services from Job Service 64.1 292 50.0

No recall expectations 658 - 300 - 642

Expected recall, no definite date 62.5 260 512

Expected recall, definite date - 547 274 252

Received Services from JTPA or other ‘

Source 84 49 37
No recall expectations 9.6 55 6.4
Expected recall, no definite date 64 35 1.7
Expected recall, definite date 17 1.6 2.0

Sample Size ) 1920 1,506 1,009
Services Received from Job Service

Taught how to apply for jobs 342 150 278

Assistance in applying for jobs - 374 200 323

Information on occupations 4.2 13.5 18.8

Testing 212 133 194

Information about job training
programs 358 18.5 319 -

Information about education
programs 262 15.0 222

Referals to other agencies 178 135 139

Received job referral(s) 373 333 327

Received job offer(s) 58 79 103

‘Accepted a job 28 6.5 © 63

Sample Size 1,234 | 480 505
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primarily to the fact that a greater proportion of nonexhaustees were job-ittached. Exhaustees
and nonexhaustees who had no recall expectations exhibited similar rates of service receipt from

the Job Service.

A further point to be noted about these data is that, while about 65 percent of the individuals
without recall expectations received services from the Job Service, the remaining 35 percent did
not receive any services. This finding suggests that it may be possible to increase the extent to
which reemployment services are provided to Ul recipients. Moreover, such increases might be
beneficial at reducing the duration of unemployment among UI recipients.!

Other tabulations reported in the table show the services received by individuals who went to

the Job Service. Several observations are worth noting:

e Exhaustees reported greater rates of service receipt at the start of UI than did
nonexhaustees, suggesting that, among individuals who went to the Job Service,
reemployment services were targeted toward individuals who experienced long spells
of unemployment.

® Roughly one-third of the exhaustees and nonexhaustees received services whose
purpose was to promote their own job search. For example, 34 percent of the
exhaustees and 28 percent of the nonexhaustees who went to the: Job Service reported
being taught how to apply for jobs. Thirty-seven percent of exhaustees and 32 percent
of nonexhaustees reported receiving assistance in applying for jobs.

® Thirty-seven percent of the exhaustees and 33 percent of the nonexhaustees received
referrals to jobs. However, more nonexhaustees than exhaustees both received job
offers and accepted jobs that stemmed from these referrals. Of course, this exhaustee-
nonexhaustee difference in the likelihood of obtaining a job through the Job Service
cannot be interpreted as evidence that the Job Service served the one group more
than the other. Rather, the greater likelihood of nonexhaustees’ obtaining a job more
effectively is tautological; nonexhaustees became nonexhaustees because they obtained
jobs.

The final set of data in Table IV.7 focuses on the receipt of reemployment services by
exhaustees following exhaustion. Not surprisingly, fewer exhaustees received services following

exhaustion than at the start of UI (e.g., 29 percent received Job Service services following

1The results of the New Jersey UI Reemployment Demonstration Project (Corson et al., 1989)
suggest that the provision of job-search services to Ul claimants can hasten reemployment.
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exhaustion, cqmpared with 64 percent at the start of UI). Moreover, the likelihood of receiving

' any one speciﬁc service was lower after exhaustion than it was at the start of UL However, the
v‘relative .importance of job referrals was more important. There is also some indication that these
*referrals Wefc: more likely to lead to job offers and the acceptance bf jobs than was the case at the

start of UL

» 'D.V PARTICIPATION IN TRAINING AND EDUCATION PR.OGKA?/IS
. There are several reasons for examining the parﬁcipation of UI recipients in training and
education programs. First, it has been argued that some individuals who become unemployed may
' recjuire retraining 61' further education to become reemployed in a changing labor market. Second,
some individuals who could find jobs may find that training and education are useful for enhancing
their skills and th.eir job prospects. Finally, some observers of the UI system (see the discussion
“in Kerachsky and Corson, 1989) l;ave argued that it would be productive to promoie a greater
degree of t‘raining and other reemployment services for UI recipients. It can also be argue& that,
while job-séarch and job placement services are generally provided to UI recipients through
referrals to the Job Service, referrals to training and education programs, such as those provided
. through the JTPA program, are much less routinized and hence less likely to occur.'?

Data for examining the use of training and education programs by current UT recipients were
'éonécted in the interview by asking respondents to describe their participation in any training and
éduc_atibn programs between the loss of their pre-UI job and the interview date. Table IV.8 shows
- that 16 percent of the exhaustees -an'd 10 peroentb of the nonexhaustees reported having
participated in one or more training or education programs. Most of these individuals participated
in one such program. Further, 76 to 80 percent of these programs or courses involved

skill/occupational training as opposed to general education.

2For a discussion of the linkages among the UL Job Service, and JTPA systems, see
Richardson et al. (1989).
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TABLE IV.8

CHARACTERISTICS OF EDUCATION OR TRAINING
RECEIVED BY UI RECIPIENTS
~ (Percent)

Exhaustees : Nonexhaustees

Received Training or Education between
Layoff and Interview Date (Number of

Programs)
1 134 8.1
2 ' 1.6 14
3 or more 0.5 0.1
Total 15.5 9.6

Type of Training or Education (First

Program)
Skill/occupation training _ 764 : : . 802
General education 236 19.8
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Tables IV.9 and IV.10 provide further information on the nature of occupational training and
the education programs. The first fact that stands out in the tables is that not all of the training
aﬁd education began during the period of unemployment. Some of the training (7 to 9 percent)
and, to a larger degree, the education (13 to 20 percent) appears to have been a continuation of
training or educatlon programs that had been begun prior to the' layoff. A larger proportion of
the training and education that was reported (about 30 percent for exhaustees and 60 percent for
nohexhaustees) appears to have begun after the start date of the first post-UI job. Hence, much
of the training and education was probably related to reemployment, although we did not aek
explicitly whether this was the case.

Table IV.9 provides data on occupational training. They show that the three most popular
fypes of training were in (1) computer programming and other data processing occupations, (2)
nursing and other medical eccupations, and (3) secretarial and word processing occupations. A
wide range of other occupations were listed by the respondents. About half the training was
provided by vocational training centers and community celleges. Business schools and private
companies provided another 30 to 40 peteent of the training. Table IV.10 provides data on.

education. They show that the primary type of education was college or graduate education (59
percent for exhaustees and 75 percent for nonexhaustees). Smaller proportions of the educational
courses were high school/GED or adult education courses. |

Relatively little of the training and education appears to have been provided directly through
government programs such as JTPA. Foe example, 21 percent of the exhaustees and 14 percent
of the nonexhaustees reported receiving training through a government program. Similar |
percentages were reported for the education erograms. |

Other data in the tables show that most individuals had either completed the training or
education programs prior to the interview or were still engaged in the programs. Relatively few

of the individuals had dropped out of the programs (8 to 10 percent from training and 14 to 15
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TABLE IV.9
v CHARACTERISTICS OF OCCUPATIONAL TRAINING
”‘ “(Percent) o
Exhaustees . Nonexhaustees

Start of Training

Before layoff 9.3 6.5

Layoff to the end of Ul or job start 438 234

After job start 304 584

After the end of UI (no job) : 14.1 117
Type of Training _

Computer programming, data processing 11.0 208 -

Nursing, therapist, medical 119 6.5
~ Secretarial, word processing 10.6 78

Real estate sales 6.2 6.5

Cosmetology, beautician ' 22 7.8

Teaching certification ‘ 4.0 13

Air conditioning, refrigeration, heating ~ ’ 31 13

Engineering, design 26 26

Other ) o A X 546
Source of Training

Vocational training center 25.7 17.6

Community college - 288 29.7

Business school 16.7 18.9

Company 122 18.9
~ Adult education 8.6 6.8

Other : 8.1 8.1
Government Program 21.2 14.3
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TABLE IV.9 (continued)

Exhaustees Nonexhaustees
Duration of Program _
Less than 1 month - 11.5 133
_ - 1or2months - . 157 . 18.7
C o ) R
: " 310 5 months ‘ 267 320
6to1l months . _ 194 = - 93
121023 months | 189 187
24 or more months v o 78 ' 80
Completed Program ’ o o 634 . 636
Dropped Out of Program : o 98 : 78
No Specified Completion . _ 04 S ]
Still in Program - 24 213
Was Program Useful in Obtaining 2 Job?
“Yes : 638 69.6
No ' ' . 264 . 268
Don’t know o 98 36
SampleSe =~ . ' _ o 27 7
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TABLE IV.10
CHARACTERISTICS OF GENERAL EDUCATION COURSES
- (Percent) ' '
Exhaustees Nonexhaustees

Start of Education

Before layoff . 12.9 20.0

Layoff to the end of UI or job start 371 200

After job start 28.6 60.0

After the end of UI (no job) 214 0.0
Type of General Education

High school 1.4 0.0

GED 18.6 5.0

Non-credit adult education 186 15.0

Two-year college 129 25.0

Four-year college 343 40.0

Graduate or professional program 114 10.0

Other 29 5.0
Government Program 214 10.0
Duration of program

Less than 1 month 30 53

1 or 2 months 14.9 10.5

3 to 5 months 25.4 15.8

6 to 11 months 209 15.8

12 to 23 months 224 263

24 or more months 134 26.3
Completed Program 30.0 15.0
Dropped Out of Program 14.3 15.0
No Specified Completion 4.3 0.0
Still in Program 514 70.0




' TABLE 1V.10 (continued)

Bxhausm : Nonexhaustees
Was Program Useful in Obtaining a
Job? ' :
Yes 54.5 333
No » 333 B 50.0
Don’t know ' . 121 16.7
Sample Size B o 70 | 20
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percent from education programs). Data not reported in the table indicate that one of the primary

reasons fer dropping out of a progrm was to become reemployed. Finally, the data in the tables

show that 64 to 70 percent of the individuals who attended training programs reported that the
~ programs helped them obtain a job. Smaller percentages of the individuals in education programs
reported that the programs helped them obtain a job.

Finally, we examined the characteristics of individuals who receiyed training oreducation, by
estimating a linear probability model to explain participation. 'I'hls rrlode;l showed thet age, beirrg
Hispanic, having less than a high school diploma, expecting recall, being a married female, and
having an extractive industry occupation were negatively eorrelated with participation in an -
occupational training or education program. Being an unmarried female, having a college
'education, and being a union member were positively correlated. Similar results were found when

we estimated separate models for training and education.

E. THE RECEIPT OF RETIREMENT AND PUBLIC ASSISTANCE BENEFﬁS

Table IV.11 reports the recelpt of retirement and pubhc assrstance bc‘neﬁts by exhaustees and
rronexhaustees Twelve percent of the exhaustees or therr spouses and 9 percent of the
nonexhaustees or their spouses reoerved pensrons or social security benefits at some time during
the period covered by the questionnaire (that is, from the beginning of UI to the interview date),
a difference which was statistically significant.!> These rates of retirement benefit receipt by
exhaustees are slightly lower than those reported by Smith and Vévriche]’r (1990) in their study of
long-term U recipients. That study, which was based on data from the Survey of Income and

Program Participation (SIPP), reported that approximately 16 percent of the families of long-term

131t should be noted that the receipt of social security or pension income does not imply that
the exhaustee or nonexhaustee retired. The recipient could have been the respondent’s spouse,
or the respondent could have been looking for work or, in some cases, working. In fact, in
response to questions about the reason that the pre-UI or post-UI job(s) ended or about the
reasons for not looking for work, only 2.5 percent of the exhaustees and 1.5 percent of the
nonexhaustees said that they retired.
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TABLE IV.11

RECEIPT OF RETIREMENT AND PUBLIC ASSISTANCE BENEFITS

(Percent)
Exhausteds Nonexhaustees
" Received Social Secunty or Railroad Retirement Smce ‘
Start of Ul o . 7.6 — 5.6
" Received Pensnon Smce Start of Ul 73 5.1
Recexved Social Secunty, Railroad Retxrement or Pensxon »
Since Start of UI . 119 85
) Rgeei'ved'AFDc, SSI, or Other Welfare
At Ul start 43 21
After exhaustion 70 na.
Received Food Stamps | |
- At Ul start 75 31
After exhaustion 10.4 n.a.

NOTE: - The sample cont'éined 1,920 exhaus;ees and 1,009 nbnexhausteds; 1,506 exhaustees were
-asked about their post-UlI receipt of public assistance benefits. The social security and
pension questions apply to the UI recipient and his or her spouse.

" na. = not applicable
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UI recipients were receiving some pension or social security income three months after the end
of the UI spell.

Other data in Table IV.11 show that relatively few individuals received either cash (AFDC,
SS], or other welfare) or in-kind (food stampS) means-tested public assistance. While low, the rates
of receipt were significantly higher for exhaustees than for nonexhaustees (by a factor of 2). The
rates of benefit receipt also increased following the exhaustion of benefits, from 4 to 7 percent for
cash benefits and 8 to 10 percent for food stamps. The low rates of public assistance receipt found
in this study are quite similar to those found in studies based on tabulations from SIPP (Smith and
Vavrichek, 1990; and Corson and Nicholson, 1589). Similar results were also found for FSB

recipients in the mid-1970s (Corson et al., 1977).
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V. POLICY ANALYSIS

In this chapter, we use the nationally representative database of Ul recipients collected for
this study and the analyses of those data presented earlier to examine a number of important Ul
policy questions. The discussion encompasses three sections that correspond to the three types of
policies listed in Chapter I. Section A examines the implications of our findings for policies that
are designed to counter the work disincentive effects of Ul benefits. In general, these policies
entail providing administrative incentives for recipients to seek work. Section B examines the
targeting of training or other reemployment services by addressing whether groups of Ul recipients
who might benefit from such services can be identified. We examine two such groups--dislocated
workers and low-skill workers. However, the data and analysis for this study do not enable us to
examine the effieacy of such services at enhancing reemployment.

Section C examines the policy implications of the study for extended benefits--the implications
of using state exhaustion rates for defining triggers for instituting extended benefits, of directing
extended benefits to individuals in areas that exhibit high local unemployment rates, and of
targeting extended benefits to dislocated workers.

As noted previously, the sample used for these analyses was drawn during a non-recessionary
period. Since the characteristics of the sample and our results would likely differ during a
recessionary peridd, the results reported here apply only to non-recessionary periods. However,
this focus is appropridte for many of the policies that are examined. For ¢xample, the purpose of
extending benefits to areas with high local unemployment rates or to dislocated workers is in part
to provide extended benefits to some individuals when overall unemployment rates are relatively

low.
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A. STRENGTHENING WORK INCENTIVES
- The purpose of UI benefits is to alleviate the ﬁnancialu.hardships of unemployed workers while

~ they Search_ for and find suitable ]obs Hdi:veycr,» since thé availability of UI benefits may create
a disinéentive to search for and accept reeméloyment, the Ul syster encourages recipients to seek
~work by imposing various administrative re_'quifements. All_ recipienﬁ are required to be able and
:availabie for work; in mdst states, recipients wﬁo are not jdb-attach«ad are expected to look actively
for work, and they are often reqmred to list job-search contacts when claiming UI benefits.! UI
recipients who are not job-attached are usually referred _tb the Job Service for services which ma.
ihemselv& promote rapid reemployment. o

Since #omé rei:ipients exhaust UI benefits despite the imposition of these job-search
requirements, one policy response to Ul benefit exhaustion would be to strengthen the incentives
 for UI recipients to become reemployed prior to exhaustion. Strengthening work incentives might
entail imposing stricter job-search -requiféments ‘and monitoring compliance with those
o requi‘remen&_,- or strengtheﬁihg_mechanisms for referriﬁg.recipienats to the Job Service or other
provide_rs of reemplojment services. J ob-search requirements or referral policies for reemployment
services that become .increasihgly stricter as UI spells lengthen might also strengthen work
" incentives. _‘

While our ﬁndmg; on the dnsxncentxve effects of the avaxlabﬂ\hty of UI benefits were mixed,
‘they do prov:de_ some guidance about targetmg administrative work incentives. Our findings that
(1) recall expéctaﬁonsnapeciau}_the existence of a definite date for recall at the time of layoff--
~ had large negative effects on the duration of unemployment and the pmbabilify of exhaustion, and
that (2) most mdnvxduals who ‘expected to be recalled were in fact recalled, suggest that polices that
‘impose mlmmal or no work search or Job" Semce registration reqmrements on )ob-attached

claimants are appropriate. Most states pursue such polices.

'In some states, all workers who expect to be recalled are exempt from search requirements;
in others, only those who have definite recall dates are exempt.
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We also found that 16 percent of Ul recipienis who did not expect to be recalled did not look
for work at the start of the UI period, and that thejm‘ajqriiy of thxs gjrdup gave reasons for not
looking for work that would classify them as being out of the labor force. Moreover, the fact that
during the survey period 62 percent of the individuals who were classified as out of the labor force
became reemployed suggests that some of these ‘individuals droéped out of the labor force
temporarily. These findings suggest that somé‘streﬂgthening of search requirements for non-job- -
attached UI recipients may be appropriate.

Ideally, targeting any additional search requirements towards individuals who are not job-
attached and not looking for work would be sensiBle. However, it is unlikely that such individuals
would report to UI administrators that they were not looking for \&ork. Further, our analysis did
not identify any characteristics of this group that could be used operationally.

The characteristics of exhaustees by the duration of their uhemploymeut following exhaustion
could potentially be used to target work search requirements if individuals who exhahst benefits
and then become reemployed quickly could be identified. How&q:~r, .an analysis of fhe
characteristics of exhaustees by the duration of unemployment following exhaustion (Table V.1)
shows that individuals who became reemployed‘ within 4 weeks and thoseivlho became reemployed
within 4 to 10 weeks differed slightly. What is clear, however, is that exhaustees who were
unemployed moré than 10 weeks after exhaustion experienced substantial difficulty in becoming
reemployed. Almost 40 percent of the exhaustees in this group remained unemployed as of the’
interview date. Further, exhaustees who were unemployed more than 10 weeks aftef exhaustion
and who became reemployed had lower post-UI weekly wages relative to pre-UI weekly wages than
did exhaustees who became reemployed more quickly.

In summary, our findings indicate that policies that impose few or no work search or Job

Service registration requirements on UI recipients who expect to be recalled are appropriate, since
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TABLE V.1

THE CHARACTERISTICS OF Ul EXHAUSTEES
BY THE TIMING OF REEMPLOYMENT

Reemployment Fovllowing‘ Exhaustion

or Equal 10or
_ _ to 4 Weeks 4t0 10 Weeks  More Weeks
Percent Female o 370 44,9 46.5
Percent White - B 76 66.7
Mean Age 38.0 370 40.9
Percent Married 581 398 58.7 -
Pre-UI Industry
' Agriculture/Mining | 65 - 42 6.7
Construction ‘ 15.7 13.1 14.0
Durable Manufacturing - 203 - 136 174
Nondurable Manufacturing 141 153 129
Transportation, Public Utilities 54 55 45
Wholesale and Retail Trade L 11.6 ’ 169 174
Finance and Service Industries =~ 22.1 254 235
_ Public Administration o 43 59 37
Seasonal Industry o 262 24.6 254
Pre-Ul Occupation
Managerial, Professional 119 119 11.6
Technical, Sales, and Administrative |
Support ‘ _ 24.6 288 279
Service Occupations 51 8.1 11.6
Precision Production, Craft, ,;
and Repair - 160 15.6 14.1
Operators, Fabricators, and Laborers 368 314 29.3
Farming, Forestry, and Fishing ' 57 42 5.4
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TABLE V.1 (continued)

Reemployinént Following Ekhaustion

Less Than
or Equal 10 or
to 4 Weeks 4 to 10 Weeks More Weeks
UI Program
Mean Replacement Rate 0.43 0.48 0.43
Mean Potential Duration - 227 ‘ 222 22.7
Labor-Market Outcomes
Reemployed (Percent) 100.0 100.0 61.5
Recalled (Percent) 262 _ 258 16.5
Mean Initial Unemployment Spell 279 . 333 48.1
' Mean Ratio of Post-UI to Pre-Ul ’ o ;
Weekly Wages 0.94 ' 1.00 0.89
Mean Ratio of Post-UI to Pre-UI
Hours Worked 0.93 0.97 0.91
Sample Size ' 370 236 920

NOTE: Individuals were categorized on the basis of the first job held following the last claim week
ending date. Individuals in New York were excluded from the table because their last claim
week ending date was not available. Individuals in the 10 or more weeks category did not
necessarily find a job before the interview date.
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these individuals have shorter unemployment spells than other recipients and since these individuals
typically do return to their pre-UI employer. Our findings did not suggest any other factors which |
could be used to target work incentives. -

B. ENHANCING REEMPLOYMENT SERVICES

The Unemployment Insurance system provides r,eemploymemi sewic; to Ul recipients by
referring them to thelJob Service and through the Job Service to the JTPA system. However, in
a study of the UI system, Richardson (1989) has argued that these linkages afe often weak and
could be improved, parﬁculatly for individuals who experience long spells of Ul collection. Studies
of Iprograms for dislocatéd wofkers (Kulik et al., 1984; and Corson et al., 1985) and Ul recipients
(Corson et al., 1989) have also indicated that providing reemployment services to unemployed
individuals can improve reemployment outcomes.

While we did not specifically examine referral mechanisms to the Job Semce and .JTPA
systems, and though we were unable to examine the effect of service receipt on reemployment, the
current study can be used to identify groups of individuals who experience difficulty in becoming
reemployed and who may thus benefit from enhanced reemployment services. Our study can also
be used to examine the extent to which individuals in these groups currently receive reemployment
services.2 We investigate these issues for two groups of individuals who are expected to

experience reemployment difficulties--dislocated workers and low-skill workers.

2Although we did not directly examine linkages among U, the Job Service, and JTPA, we did
examine the rates of reemployment service receipt among exhaustees. We found that 65 percent
of the UI exhaustees received some services from the Job Service, and that approximately 15
percent received training or educational services (about 20 percent of the training and educational
services were provided by a government program). These estimates were quite similar to those
obtained in the Richardson study.

118




1. Dislocated Workers

Dislocated workers are generally consfdered to be workers wﬁo are permanently separated
from their employers and who are expected to have difficulty in becoming reemployed because they
have not had recent job-search experience or because their job skills are no longer in demand. In
several surveys of dislocated workers (e.g., Flaim and Sehgal, 1985; and Herz, 1990), the Bureau
of Labor Statistics (BLS) has defined these workers as individuals who lose their jobs because their
plants closed, their employer went out of business, or they were laid off and were not recalled.
The BLS has added the further restriction that a dislocated worker must have worked three or
more years on the job that he or she lost. By thns definition, 21 percent of the exhaustee sample
and 9 percent of the nonexh;ustee sample are classified as dislocated.

Table V.2 presents data on the characteristics of these workers and their labor-market
outcomes. The data show that the dislocated workers were older and more likely to be married
than were other UI recipients, and they were more likely to have worked in durable manufacturing.
These differences were more pronounced for exhaustees, suggesting that older workers who were
dislocated from manufacturing jobs found it particularly difficult to become reemployed. The table
also shows that a significant proportion of dislocated workers were employed in white-collar
occupations. Eleven percent were employed in managerial and pfofessional occupations, and 29
percent were employed in technical, sales, and administrative support occupations.

Other data in the table show that, as defined by the BLS, dislocated workers did appear to
face greater reemployment barriers than did other workers. Only 81 percent had become
reemployed during the 20-month period covered by the survey, compared'with 92 percent of the
non-dislocated workers. The UI exhaustion rate was 47 percent for the dislocated workers,
compared with 25 percent for non-dislocated workers. Dislocated workers also suffered a larger
decline in average weekly earnings. Not surprisingly, the data on exhaustecs and noneihauste&s

suggest that most of the wage losses were suffered by dislocated workers who were exhaustees.
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TABLE V.2

SELECTED CHARACTERISTICS AND LABOR-MARKET OUTCOMES:
DISLOCATED WORKERS, BLS DEFINITION

Exhaustees Nonexhaustees Total
Dislocated Dislocated Dislocated
Workers Others Workers Others Workers Others
Percent Female 48 44.2 396 398 420 409
Percent White 729 683 79.1 76.7 762 46
Mean Age 46 383 389 373 416 376
Percent Married 61.6 563 . 747 612 n4 60.0
Pre-UT Industry -
Agriculture/Mining 40 6.4 35 48 48 52
Construction 9.6 156 143 170 121 167
Durable Manufacturing - 304 134 231 %8 . 2.5 20
" Nondurable Manufacturing 136 141 198 179 169 16.9
Transportation, Public Utilities -~ 6.5 46 44 43 54 43
Wholesale and Retail Trade 153 154 121 118 136 127
Finance and Service Industries 178 2.4 176 170 177 193
Public Administration 28 41 33 25 31 29
Scasona! Industry 166 274 198 251 183 257
Pre-UI Occupation
Managerial, Professional 141 109 88 83 1.3 89
Technical, Sales, and _ A
Administrative Support 219 281 29.7 192 288 214
Service Occupations 63 105 44 66 53 7.6
Precision Production, Craft,
and Repair 148 151 21 193 192 183
Operators, Fabricators, and .
Laborers 42 30.1 319 423 329 393
Farming, Forestry, and Fishing 28 53 22 44 25 46
~ Mean Replacement Rate 43 44 42 44 42 43
Mean Potential Duration 243 226 25.0 245 2.7 24.0
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TABLE V.2 (continued) ' ST
Exhaustees Nonexhaustees Total
Dislocated Dislocated Dislocated . :
. Workers Others Workers Others _ Workers Others
Labor-Market Outcomes
Reemployed (Percent) 68.6 81.5 ) 91.2 . 959 80.7 92.3
Recalled (Percent) 0.0 27.0 0.0 56.4 0.0 491
Exhausted UI (Percent) 100.0 © 1000 0.0 00 46.5 2438
Mean [nitial Unemployment

Spell 39.5 355 16.7 14.6 259 192
Mean Ratio of Post-Ul to )

Pre-Ul Weekly Wages .78 96 1.05 i 105 94 1.03
Mean Ratio of Post-Ul to ~

Pre-Ul Hours Worked 89 93 95 98 93 97

Services
Received Services from

Job Service 638 64.1 ) 60.4 488 62.0 526
Received Other Reempioyment ' '

Services 103 19 . 55 35 17 4.6
Received Occupational Training 141 1.2 66 11 10.1 86
Received Education 45 - 34 00 . 21 21 24

Sample Size 398 152 2 918 - 489 2,440
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The final set of data in the table show that, while dislocated workers received a greater level of
reemployment services than did non-dislocated workers, the differences were small, and many
dlslocated workers did not receive any servwes |
These findings suggest that dlslocated workers mlght benefit from enhanced reemployment
services. However, since the BLS deﬁmtxon of dlslocatlon is based in part on a reemployment'
outcome (i.e., not being recalled), it does not provide operational gmdance to;rogram eperators -
about the types of workers toward whom services should be directed. . For this reason, we examined
two additional definitions of dislocation. The first, which we term the "modified BLS definition,"
is identical to the BLS definition, with the exception that it encompasses recall gmc_tatx_og, rather
than recall outcome. That is, we defined dislocated workers as all individuals with three or moré
years of experience on the pre-UI job who lost their pre-UlI joB because their plant closed, théj
 were laid off, etc., and they did not expect to be recalled. The second modified definition (termed
the "plant closing” definition) defined dislocated workeﬁ as those whq reported that they lost their
job because their plant closed, their company moved, or their vjob or shxft was eﬁminated. We-
_excluded individuals who were laid off due to a‘ lack of work, and we dxd not impose any tenure o
or recall requirements. | o | T .
| Tables V.3 ’and V.4 examine the implications of these definitions. The modified BLS
definition identified 10 percent of UI recipients as dislocated, compared with 12 percent based on -
the BLS definition. The plant closing definition encompassed more individuals, identifying 17
percent as dislocated. If we compare the data on labor-market outcomes in Table V.4 for the
three definitions, it is apparent that both the BLS definition and the medified BLS definition seem
to identify a group of UI recipients who face some difﬁc\_xlty in becoming reemployed. The plant
closing definition appears to be inferior to the méciiﬁed BLS definition at identifying workers who

face reenﬂployment problems (e.g., 13 percent of the workers in this group were recalled, compared
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TABLE V.3 .

DISLOCATED WORKERS UNDER ALTERNATIVE DEFINITIONS OF |

DISLOCATED WORKERS
Exhaustees Nonexhaustees Total
BLS Definition : 20.7 9.0 122
Modified BLS Definition 169 78 10.3
Plant Closing Definition | 25.0 134 16.6
Sample Size 1920 1,009 2929
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TABLE V4

LABOR-MARKET OUTCOMES UNDER ALTERNATIVE DEFINITIONS OF

DISLOCATED WORKERS
- Plant
BLS Modified Closing
‘Definition BLS Definition Definition -
Reemployed (Percent) 80.7 833 85.0
Recalled (Percent) 0.0 5.6 133
Exhausted UI (Percent) 46.5 45.0 41.4
Mean Initial Unemployment Spell 259 25.8 252
- Mean Ratio of Post-UI to Pre-UI v
Wages 94 92 0.99
- Mean Ratio of Post-UI to Pre-Ul
Hours Worked 93 93 0.93
Sample Size 489 403 615
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with 6 percent in the modified BLS definition group).> This analysis suggests that individuals’
expectations about recall are generally accurate (see the discussion of this pbint in Chapter III),

and that recall expectations can be used to identify workers who may face reemployment problems.

2. Low-Skill Workers

Another group of Ul recipients to whom it might be usefu1 to direct employment and training
services are individuals with few job skills who may have difficulty in becoming employed or finding
good jobs. To investigate this-issue, we first defined "low-skill" individuals as those who had less
than a high school education or who earned less than $5.00 per hour on their pre;UI job. While
this definition is arbitrary, these two variables do provide a reasonable indication of skill level.

Using this definition, we found some evidence that low-skill individuals had reemployment
difﬁculti&s--thét is, they had a slightly higher exhaustion rate (30 percent) than other UT recipients
(27 percent), and they had a loWer reemployment rate (73 percent) than other exhaustees (82
percent). Hdwever, we also found that many individuals in this low-skill group were job-attached.
Fifty-two percent were recalled, compared with 39 percent of other UI recipients.* For this
reason, we focused our attention on low-skill workers who did not expect to be recalled. This
group accounted for 19 percent of the exhaustees and 10 percent of the nonexhaustees.s

Table V.5 shows that low-skill workers who did not expect to be recalled were more likely to
be female, black, or Hispanic, to work in farming or wholesale or retail trade, and to be employed
in farming or service occupations. In most cases, this pattern of demographic and pre-UI job

characteristics was also apparent among exhaustees.

3While the plant closing definition was inferior to the modified BLS definition at identifying
workers who face reemployment problems, it did identify a group who had more difficulty in
becoming reemployed than did the general population of UI recipients.

“Many of these job-attached Mdiﬁduals were older individuals who were counted as low-skill
because they did not have a high school diploma. They tended to hold nondurable manufacturing
jobs as operators, fabricators, and laborers.

i

SFifty-six percent of this low-skill group had less than a high school education.
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TABLE V.5

SELECTED CHARACTERISTICS AND LABOR-MARKET OUTCOMES:
LOW-SKILL WORKERS NOT EXPECTING RECALL

Exhaustees Nonexhaustees Total
Low Skill Low Skill Low Skill
Level Other - Level Other Level Other
Percent Female 497 430 431 394 459 403
Percent White 566 722 06 76 648 763
Mean Age 414 392 341 378 372 382
Percent Married : 515 589 539 634 554 623
Pre-UI Industry ‘
Agriculture/Mining 49 61 108 42 83 47
Construction 133 146 98 s 13 168
Durable Manufacturing 125 18.0 128 26.0 126 2.0
Nondurable Manufacturing 160 135 128 186 141 113
Transportation, Public Utilifies 38 53 59 41 5.0 44
Wholesale and Retail Trade T 30 136 30.4 97 - 213 10.7
Finance and Service Industries 244 247 147 173 188 192
Public Administration - 22 -4z 29 25 26 30
- Seasonal Industry 36 255 26 248 20 250
Pre-Ul Occupation
Managerial, Professional 52 131 69 - 85 62 97
* Technical, Sales, and
Administrative Support B9 290 212 196 %2 220
Service Occupations 18.7 75 14.7 5.5 164 . 60 ..
Precision Production, Craft, | '
and Repair 15.7 149 284 201 15.7 188
Operators, Fabricators, and ' ‘ _
Laborers .320 307 15.7 28 299 39.7
Farming, Forestry, and Fishing 46 48 98 35 76 39
Ul Program
Mean Replacement Rate 0.53 042 0.50 043 0.51 043

Mean Potential Duration 229 230 239 46 235 24.2
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TABLE V.5 (continued)

Exhaustees Nonexhaustees Total
Low Skill Low Skill Low Skill
Level Other Level Other Level Other
Labor-Market Outcomes
Reemployment (Percent) 67.5 815 9.2 95.9 81.3 92.3
Recalled (Percent) 4.6 254 49 56.6 48 48.7
Exhausted UI (Percent) 100.0 100.0 0.0 0.0 419 25.4
Mean Initial Unemployment
Spell : 39.5 356 19.2 143 264 19.2
Mean Ratio of Post-UI to
Pre-Ul Weekly Wages 1.05 0.91 1.18 1.04 1.13 1.01
Mean Ratio of Post-UI to
Pre-Ul Hours Worked 091 093 0.93 0.99 93 98
Services
Received Services from the
Job Service 62.9 64.3 66.7 48.0 65.1 521
Received Other Reemployment
Services ’ 49 92 20 -39 32 52
Received Occupational Training 92 124 88 15 9.0 88
Received Education 3s 37 39 1.7 38 22
Sample Size 369 1,551 102 907 4N 2,458

NOTE: Low-skill workers are defined as workers with less than a high school education or workers who earned less than $5.00 per hour
on their pre-Ul job. The low-skill category was restricted further to individuals who did not expect 10 be recalled.
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Data on labor-market outcomes indicate that this low-skill group did experience greater
reemployment problems than did other UI recipients. Eighty-one percent became reemployed,
compared with 92 percent of other recipients; only 5 percent were recalled, compared with 49
percent of other recipients; 42 percent exhausted UI, compared with 25 percent of other recipients;
and the average initial unemployment spell was 26 weeks, comi:ared :ith 19 weeks for other
recipients. In addition, the low-skill group not who did not expect to be recalled had a lower ratio
of weekly hours to pre-UI weekly hours than did other recipients.

These findings suggest that the definition of low-skill used here does identify a group of Ul
recipients who face reemployment problems, if such individuals do not expect to be recalled by
their pre-UI employer. Moreover, the data on service receipt show that a substantial portion of
these individuals do not receive reemployment services (e.g., the rates of service receipt by low-skill
exhaustees who did not expect to be recalled were equal to or slightly lower than the rates for

other exhaustees). These findings suggest that directing services to low-skilled individuals who do

not expect to be recalled may be appropriate.

C. UI BENEFIT EXTENSIONS

Under most regular state programs, the UI system provicles Ul-eligible individuals with a
maximum of 26 weeks of benefits. Since 1970, the permanent Extended Benefits (EB) program
has provided 13 weeks of additional benefits during periods of high unemployment. During severe
recessionary periods, additional extensions of benefits have also been provided. The EB program
is "triggered on" when a state’s insured unemployment rate (IUR) exceeds specified levels
(currently 5 percent, or 6 percent if the requirement that the TUR also exceed 120 percent of the

corresponding average in the previous two years is waived).

6A;nox:tg those who became reemployed, weekly wages relative to pre-UI weekly wages were
higher on average than for other recipients, since, by definition, many individuals in the low-skill
group earned wages of less than $5.00 per hour.
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Numerous proposals have been made to modify this "trigger” mechanism. Alternatively, these
proposals have called for using a different IUR level, using the total unemployment rate as a
trigger, using the exhaustion rate as a trigger, and using substate triggers that would direct extended
benefits to local geographic areas. The first three options maintain the current focus of the EB
program on alleviating financial hardships associated with cyclical downturns. The substate option
expands this focus. It is intended in part to alleviate financial hardships associated with structural
unemployment. |

The exhaustee study provides an opportunity to examine the implications of two of these

proposals--using state exhaustion rates and using substate triggers.”

It also provides an
opportunity to examine an alternative policy option--extending benefits to dislocated workers. As
with the substate trigger option, the purpose of this policy option is to direct benefits to individuals

whose unemployment is structural in nature.

1. Using State Exhaustion Rates To Trigger Extended Benefits

Dissatisfaction with the insured unemployment rate as a trigger for extended benefits has led
to recommendations to use state exhaustion rates. However, using state exhaustion rates as
extended benefits triggers could mean that benefits for workers will be extended in states whose
UT programs and industrial/occupational structures create higher exhaustion rates even during
periods of economic stability or expansion. |

To examine this issue, we analyzed the data collected for the study from a state-level

~ perspective.® First, we separated the 20 sample states into three groups according to whether
P

"The other potential trigger changes could also be examined. However, since the exhaustee
study was conducted during a period of economic expansion and sirce the sample contains a
limited number of states, such an analysis would not be very fruitful.

8Previous research that has analyzed the factors underlying state-level exhaustion rates has been
limited by the availability of data on the characteristics of individual Ul claimants (Corson and
Nicholson, 1978). The present study generated data on a variety of characteristics of UI claimants,
though the nature of the sample design precludes analyzing the effects of changes over time in the
structure of state programs and the levels of economic activity on UI recipients.
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their aggregate exhaustion rates were hxgh, v{ age, or low relative to the national average
exhaustion rate during the period in which our sample was drawn. We then compared the
' characten’stics of sample prondents in the three groups. The characteristics included simple

| ‘demographic indicators, as well as the charactgﬂéfics of pre-UI jobs, job separations, state Ul

programs, and local economic conditions.

a. Grouging States by 1988 ‘Exhaust;'on.Rates

Table V.6 shows the 20 sample states and their 1988 exhaustion rates and insured

unemployment rates (TURs), grouped accbrdx%ag_ ‘t’j’__g_;_yvhether state exhaustion rates were high (above
31 percent), average (between 27 and 31 pefécnt), or low (less than 27 percent).” The values for
determining the groupings were chosen so that the resulting groups contained roughly the same
riumber of statds; otherwise, the values Qer'q arbltrary The average state exhaustion rates alhong
the high, average, and low exhaustion-raté'érou; were 36 pcrcént, 29 pérbent, and 20 percent,
respectively.

If we compare the state exhaustion tat&é and the‘IURs shown in Table V.6, we find that an
extended benefits program that was tnggered on. with the exhaustxon rate would probably pay
benefits in different states than would a program that used the TUR as a trigger. In our sample

of 20 states, two states--Texas and Oregon--rank very differently by. the exhaustion rate and TUR
measures. Texas ranks in the high exhaustion-rate category, yet its IUR would place it in the

lowest category if states were ranked by the IUR. Thé opposite situation applies to Oregon.

%We defined state aggregate exhaustion rates as the total number of final payments from the
second quarter of 1988 to the first quarter of 1989, divided by the number of first payments from
the fourth quarter of 1987 to the third quarter of 1988. We chose the time periods in this manner
to reflect the two-quarter lag between first payments and final payments for UI exhaustees who
receive roughly 24 to 26 weeks of benefits. According to this definition, the 1988 aggregate U.S.
exhaustion rate was 27.5 percent. The state JUR that is reported is the average of the [URs in
the last week of each calendar quarter.
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TABLE V.6

1988 UI EXHAUSTION RATES AND IURs OF SAMPLE STATES

High Exhaustion-Rate _ Low Exhaustion-Rate
States Average Exhaustion-Rate States States
1) 16) ' Ul

' Exhaustion - Exhaustion Exhaustion
State Rate IUR | State Rate IUR State Rate IUR
Alaska 460 - 57 California 309 2.7 Connecticut 174 13
Illinois 33.6 22 Michigan 28.7 33 Georgia 20.0 14
Louisiana 38.1 30 | Minnesota 291 19 North Carolina 12.5 2.0
Montana 324 30 | Mississippi 29.3 2.7 Ohio 233 3.0
New Jersey 332 21 | Missouri 277 22 Oregon 218 26
| New York 324 21 | Oklahoma 298 1.8 Pennsylvania - 21.8 22

Texas , 38.7 ‘18 , : Wisconsin 220

NOTE: The exhaustion rate is defined as the sum of final payments from the second quarter of 1988 through the first quarter of 1989,
divided by the sum of first payments from the fourth quarter of 1987 through the third quarter of 1988. The IUR is the average
of the IURs in the last week of each calendar quarter.




b. The Characteristics of UI Recipients by State Group

Tables V.7 to V.9 provide descriptive information on Ul recipients in each of the three state
groups. The data in the first table show that, as expected, local economic conditions are clearly
related to aggregate exhaustion rates. The average local unemployment rate was 2 percentage
points higher in high-exhaustion sfates than in- low-exhaustion states (7.6 percent versus 5.6
ﬁercent)‘. |

However, the data also show that Ul progrﬁm characteristics differ across the three groups in
way# that in some cases are clearly unrelated to e’conémic conditions. In particular, the potential
duration of benefits was shorter by one and a half weeks in high-exhaustion states than in low-
exhaustion states. Avérage weekly Ul benefit amounts were roughly equal, but, because average
pre-UI weekly wages were highef in high-exhaustiop states, gross Ul wage replacement rates were
8 percent lower in high-exhaustion states thén in low-exhaustion states. UI recipienis in high-
exhaustion states were more likely to receive the maximum weekly benefit amount, which was 8
percent lower in high-exhaustion states than m low-exhaustion states.

Table V.8 reports pre-UI job separafion characteristics for the three state groups. The
importance of temporary versus permanent layoffs is evident. In low-exhaustion states, Ul
recipients ‘were more likely to lose their pre-Ul jobs through layoffs, and weré more likely to
expect that their layoffs were temporary. In high-exhaustion states, UI recipients who were laid
off were more likely to report being laid off because their plants ciosed, their companies moved,
~ or their jobs or shift# were eliminated, and less likely to report that their layoffs were due to a lack
of work. The proportion of UI recipients with definite recall dates was much smaller in high-
exhaustion states than in low-exhaustion states (9 percent versus 30 percent). Ultimately, 32
percent of Ul recipients in high-exhaustion s,tétes were recalled, compared with 51 percent of Ul

recipients in low-exhaustion states.
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TABLE V.7
CHARACTERISTICS OF UI RECIPIENTS BY STATE GROUP

| High Average Low

Exhaustion- Exhaustion- Exhaustion-
Rate States® Rate States® Rate States®
Demographic Characteristics B \
Age (Years) 396 36.5 | 380
Female (Percent) 39.9 389 43.1
Black (Percent) o 13.3 10.9 11.9
Hispanic (Percent) 127 . 16.4 1.6
Did Not Complete High 212 22.2 20.2
School (Percent)
Pre-UT Weekly Wage $431.0 $427.4 1 $381.7
1988 Household Income $25,432 $24,495 $24,198
Local Unemploymcnt Rate 7.6 7.4 5.6
(Percent) . ‘

Ul Program Characteristics ,
Potential Duration (Weeks) 233 24.0 24.7
Gross UI Wage Replacement 42.6 415 464

Rate (Percent)

Weekly Benefit Amount $150.6 $144.5 ‘ $155.4
1988 Maximum Weekly Benefit $194.7 $181.9 - $209.5
_Amount ; R _ '
Received Maximum Benefit 394 416 337

Amount (Percent)

Sample Size ’ 94 : 1,039 946

NOTE: The exhaustion rate is defined as the sum of final 'payments from the second quarter of 1988
through the first quarter of 1989, divided by the sum of first payments from the fourth
quarter of 1987 through the third quarter of 1988.

? The. high exhaustion-rate states in the sample were Alaska, Illinois, Louisiana, Montana,
New Jersey, New York, and Texas. .

® The average exhaustion-rate states in the sample were Cahforma, Michigan, Minnesota, Mississippi,
Missouri, and Oklahoma. ~

¢ The low exhaustion-rate states in the sample were Connecticut, Georgia,l North Carolina, Ohio,
Oregon, Pennsylvania, and Wisconsin.
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TABLE V.8

THE PRE-UI JOB SEPARATION CHARACTERISTICS
OF UI RECIPIENTS BY STATE GROUP

(Percent)
High Average — Low .
Exhaustion- Exhaustion- Exhaustion-

Rate States® Rate States®  Rate States®

- Reason for Job Loss

Laid-Off 789 810 836
Plant or facility closed/ | 132 92. 10.9
company moved : '
Job or shift eliminated 75 49 48
Lack of work 55.2 62.8 66.2
Other 22 40 1.3
Quit , 93 71 | 71
Fired 9.9 ' 112 8.9
Other - _ 1.5 _ 0.5 0.3
Expected Recall 37.1 50.1 55.2 -
Had Definite Recall Date .87 , 17.1 298
Recalled _ 32.1 437 506
 Sample Size 944 1,039 | 946

NOTE: The exhaustion rate is defined as the sum of final payments from the second quarter of 1988
through the first quarter of 1989, divided by the sum of first payments from the fourth
quarter of 1987 through the third quarter of 1988.

3 The high exhaustion-rate states in the sample were Alaska, Illinois, Louisiana, Montana,
New Jersey, New York, and Texas. o

® The average exhaustion-rate states in the sample weré California, Michigan, Minnesota, Mississippi,
Missouri, and Oklahoma. A

¢ The low exhaustion-rate states in the sample were Connecticut, Georgia, North Carolina, Ohio,
Oregon, Pennsylvania, and Wisconsin.
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Table V.9 shows the industrial and occupational distributions of Ul recipients for the three
state groups. A comparison of the industrial composition of pre-UI jobs in high-exhaustion states
and low-exhaustion states reveals a bimodal pattern; pre-UlI jobs in high-exhaustion states were
more likely to be in industries‘ that exhibit strong seasonal fluctuations, such as agriculture, forestry,
fishing, mining, and coﬁstruction, as well as in service-oriented industries, including wholesale and
retail trade, finance and services, and public administration.!” A comparison of the oqcupatibnal
composition of Ul recipients indicates that pre-UI jobs in high-exhaustion states were more likely
to be in managerial, technical, and service occupations, and less likely to be in machine operator,
transportation, and handler occupations. |

These findings suggest that using state exhaustion rates as triggers for extended benefits would
be problematic. Relative to states with low exhaustion rates, states with high exhaustion rates
display a variety of differences in UI program and industﬁal/occupati;)nal characteristics that may
be unrelated to economic conditions. Moreover, the local unemployment rates of high-exhaustion

states and low-exhaustion states appear to differ moderately.

2. Extending Benefits in Areas of High Unemployment

The exhaustee study provides an opportunity to examine the implications of using substate

- triggers to direct extended benefits to local areas that exhibit high unemployment.!! To perform
this analysis, we first examined the distribution of exhaustees by local unemployment rates. Table
V.10 shows that 31 percent of the exhaustees would have been eligible for extended benefits if

substate benefits were triggered on when county unemployment rates exceeded 8 percent.!? With

OChapter II noted the greater incidence of employment in seasonal industries among
exhaustees. The implications of this pattern for extcnded benefits programs are discussed in the
next subsection of this chapter.

USee Czajka et al. (1989) for a further analysis of substate extended benefits.

12For this analysis, we used the county unemployment rates computed monthly by the BLS.
The rate assigned to each sample member and used to identify those who resided in areas with
high unemployment rates was the rate in the month of the UI benefit year beginning date.
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TABLE V.9

THE INDUSTRIAL AND OCCUPATIONAL CHARACTERISTICS OF
UI RECIPIENTS, BY STATE GROUP

High Average Low
Exhaustion- Exhaustion- Exhaustion-
Rate States® Rate States® __  Rate States®
Industry
Agriculture/Forestry/Fishing/ 6.0 9.3 1.6
Mining
Construction ’ 18.7 14.7 15.1
Durable Manufacturing 11.8 ' 14.2 229
Nondurable Manufacturing 14.1 24.2 27.1
Transportation/Public Utilities 7 4.9 4.6 3.9
Wholesale and Retail Trade 16.3 12.7 10.1
Finance and Services 236 17.1 17.6
Public Administration 48 32 1.5
Occupation
Managerial/Professional - 9.1 10.6 7.9
Technical/Sales/Administrative 29.0 . 21.0 18.6
Support '
Service Occupations 10.1 6.3 6.1
Mechanics/Construction/ 20.5 : 22.1 184
Precision Production
Machinists/Transportation/ 276 372 46.6
Handlers A
Farming/Forestry/Fishing 38 7.4 25
Sample Size 944 1,039 946

NOTE: Totals may not add to 100 percent due to rounding. The exhaustion rate is defined as the sum of
final payments from the second quarter of 1988 through the first quarter of 1989, divided by the sum
of first payments from the fourth quarter of 1987 through the third quarter of 1988.

3 The high exhaustion-rate states in the sample were Alaska, Ilhnoxs., Louisiana, Montana, New Jersey,
New York, and Texas.

b The average exhaustion-rate states in the sample were California, Michigan, anesota Mississippi,
Missouri, and Oklahoma.

© The low exhaustion-rate states in the sample were Connecticut, Georgia, North Carohna, Ohio, Oregon,
Pennsylvania, and Wisconsin.
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TABLE V.10
EXHAUSTEES BY LOCAL UNEMPLOYMENT RATE

Percent of Exhaustees

Local Unemploymex;t Rate > 8 Percent 30.6

Local Unemployment Rate > 9 Percent 222
Sample Size 1,920
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a 9 percent county unemployment-rate trigger, 22 percent of the exhaustees would have been
eligible for extended benefits. |

Table V.11 provides data to compare exhaustees in high-unemployment areas (an .
unemployment rate of 9 percent or higher) with those in lower-unemployment areas. The data

SR P
show that exhaustees in high-unemployment areas had longer spells of unemployment than did

other exhaustees, as we would expect. However, other labor-mﬁrket i;:iicators show :that
bexhaustees in high unémployment arcas and exhaustees in other areas exhibited few differences.
For example, the reemployment rates, the ratio of post-UlI to pre-UI weekly wages, and hours
worked did not differ between the two éoum. Moreover, the rate at which exhaustees were
recalled by the pre-UI employer was higher in high-unemployment areas than in lower-
~ unemployment areas (33 versus 18 percent).

The data in the remainder of the table indicate that an important reason for the high recall
rate was that exhaustees in high-unemployment areas were more likely to have worked in
agriculture and in other seasonal industries than were their counterparts in lower unemployment
rate areas. These findings clearly point outrthét a substantial proportion of recipients of substéte
extended benefits (38 percent) would be on seasonal layoffs if substate triggers were based on
county unemployment rates, which themselves are not seasonally adjusted. Furthermore, there is
iittle evidence to suggest that substate triggers would direct extended benefits to areas that exhibit -
high structural unemployment. Data in the table also show that a higher proportion of the
dislocated workers identified according to the BLS definition were found-in areas whose local
unemployment rates were less than 9 percent than were found in areas whose local unemployment‘ A
rates were 9 percent or greater. In fact, only 18 percent of the dislocated workers identified
according to the BLS definition resided in area;whose local unemployment rates were 9 percent

or greater.

138




TABLE V.11

SELECTED CHARACTERISTICS OF EXHAUSTEES
BY LOCAL UNEMPLOYMENT RATE

Unemployment Rate

Less Than 9.0 Percent
9.0 Percent or Greater
Percent Female 443 444
. Percent White 14 58.0
Mean Age | 39.7 39.4
Percent Married 57.1 : 64.1
Pre-Ul Industry
Agriculture/Mining 34 14.6
Construction 13.7 16.7
Durable Manufacturing 18.1 4 12.9
Nondurable Manufacturing 13.9 - 143
Transportation, Public Utilities 53 40
Wholesale and Retail Trade 15.5 15.0
Finance and Service Industries 26.8 17.1
Public Administration 34 54
Seasonal Industry 215 37.5
Pre-UlI Occupation
Managerial, Professional : o134 52
Technical, Sales, and Administrative '

Support ' 30.4 19.7
Service Occupations 8.8 12.7
Precision Production, Craft, :

and Repair 14.3 17.8
Operators, Fabricators, and Laborers 304 : 329
Farming, Forestry, and Fishing 2.8 11.7
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TABLE V.11 (continued)

Dislocated Worker (BLS Definition).
Ul Program

Unemployment Rate
Less Than 9.0 Percent
9.0 Percent or Greater
22.0 16.4

Mean Replacement Rate 43
" Mean Potential Duration 235 214
Labor-Market Outcomes
- Reemployed (Percent) 78.5 79.8
Recalled (Percent) 18.0 33.3
Mean Initial Unemployment Spell 35.7 383
‘Mean Ratio of Post-UI to Pre-UI
Weekly Wages 93 94
Mean Ratio of Post-UI to Pre-UI | _
Hours Worked 92 93 -
Services
Received Services from the Job Service 65.2 59.9
Received Other Reemployment Services 9.4 49
Received Occupational Training 13.0 78
Received Education 38 33
Sample Size 1,494 426
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3. Extending Benefits to Dislocated Workers

In the previous Section we showed that using localunemployménf rates to triggér extended
benefits was an inefficient way to direct benefits to individuals whose unemployment was structural
in nature. An alternative way to achieve this objective §vouid be to direct extended benefits to
dislocated workers who, as we showed above, appear to have greater difficulty in becoming
reemployed than do other Ul exhaustees.

The modified BLS deﬁpition that we used to identify dislocated workers consisted bf th;ee
components: (1) the pre-UI job ended due to a layoff, plant closing, or other similar réason, )
the individual was employed for three or more years with the pre-Ul employer, and (3) the
individual did not expect to be recalled. Of these components, only the tenure requirement could
be used to establish eligibility for extended benefits. Individuals’ expectationé ébout re’call‘“clearly
could not be used. It also seems unlikely that additional job termination requirements could be
imposed for extended benefits, since regular Ul eligibility already entails some job tennination
requirements. | | | |

Given this situation, we examined the implications of providing extended benefits to workers

with three or more years of tenure on the pre-UI job. Under this policy, 41 percent of the

éxhaustees in our sample would be eligible for extended benefits.!> As shown in Table V.12, the
members of the eligible group would be older, more likely to be married, and more likely to work
in manufacturing on average than members of the noneligible group. They would also be more
likely to hold a job as an operator, fabricator, or laborer.

Examining labor-market outcomes, we found that the eligible group had a lower rate of
reemployment, a longer average unemployment spell, and a greater reduction in earnings relative

to the pre-Ul job than did other exhaustees. These relatively poor reemployment outcomes

BThe analysis in Chapter II suggests that this percentage would rise during a recessionary
period.

141




TABLE V.12

THE CHARACTERISTICS OF EXHAUSTEES WITH 3 OR MORE YEARS
OF JOB TENURE RELATIVE TO OTHER EXHAUSTEES

Exhaustees with 3 or

More Years of Job A
, Tenure Other Exhaustees
Percent Female - w6 427
* Percent White 703 68.4
Mean Age w34 " 369
Percent Married o T T 543
Pre-UI Industry
 Agriculture/Mining | | 67 | 53
Construction | ' o 100 : 17.4
Durable Manufacturing 21.8 , 13.5.
Nondurable Manufacturing 170 119
Transportation, Public Utilities s ‘ 50
Wholesale and Retail Trade A. | 147 159
Finance and Service Industries ' 20.2 27.8
Public Administration ' ' 4.6 , 33
Seasonal Industry | 22.7 268 _-
Pre-UI Occupation
' Managerial, Professional : o 1_1.7 ; 115
Technical, Sales, and Administrative ) '

Support ' 26.7 ' -89
Service Occupations 84 10.5
Precision Production, Craft, N |

and Repair : 12.7 16.7
Opefators, Fabricators, and Laborers ' 34.7 28.3
Farming, Forestry, and Fishing 58 a1
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TABLE V.12 (continued)

Exhaustees with 3 or

More Years of Job
Tenure Other Exhaustees
UI Program
Mean Replacement Rate 0.43 0.44
Mean Potential Duration 236 22.6
Labor-Market Outcomes
Reemployed (Percent) 76.1 80.7
Recalled (Percent) 26.1 18.1
Mean Initial Unemployment Spell 383 348
Mean Ratio of Post-UlI to Pre-Ul
Weekly Wages 0.88 0.97
Mean Ratio of Post-UI to Pre-Ul
Hours Worked 0.93 10.92
Services
Received Services from Job Service 62.1 653
Received Other Reemployment Services - 80 8.7
Received Occupational Training 121 114
Received Education 3.5 3.8
Sample Size 789 1,131
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occurred despite the fact that a larger percéntage of the eligible group than the noneligible group
wef: ulﬁ@ately recalled by the pfe-UI employer. These findings suggest thatvaddirrlg a tenure
requirement for extended benefits may have sqmc' merit if the purpose is to target benefits toward
individuals who have difficulty in becoming reemployed.

A final policy that we considered was to restrict extended benefits to exhaustees with three
or more years of tenure with the pre-Ul employer who lived in areas with a high local
unemployment rate. We used ‘a local unemployment rate of 8 percent or greater. Thirteen
percent of the exhaustees would qualify for extended benefits under these requirements.
Compared with exhaustees with 3 or more years of job tenure who lived in area§ with a lower
unemployment rate, those in the high unemployment rate areas had longer durations of
unempioyment (39.5 weeks, compared with 37.8 weeks). However, as we indicated in the substate
trigger discussion, a relatively large percentage of the unemployment in areas with high local
vunemploymet.xt rates is seasonal in nature, making substate targeting problematic. This sitqation'
also arises when we restrict benefits to individuals with substantial job tenure: 32 percent of the
individuals with substantial tenure worked in seasonal industries in areas whose unemployment
rates were 8 percent or over, compared with 19 percent in areas whose unemployment rates were

under 8 percent.
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APPENDIX A

SAMPLE DESIGN




The sample design for the UI exhaustee study had two critical objectives. First, it was
designed to produce a sample which is representative of the national population of exhaustees, in
the formal sense that it was to provide natioonabstimates of the characteristics of exhaustees with
a known degree of statistical precision. Second, it was designed to provide sufficient statistical
precision for the descriptive and analytic objectives of the study.

To guide the design, we defined a sampling criterion which governed the selection of both
states and exhaustees in a two-stage sampling process. Special emphasis on the formal statistical
role of states as "primary sampling units” played an integral role in defining the statistical properties
of the sample. The sample frame and &ructure were also defined in terms of a time span and
criteria for inclusion.

From an initial national sample frame of individuals who received a first payment during a
one-year time span, our sample design called for a basic final sample of 2,000 exhaustees to be
drawn from a first-stage sample of 20 states. The "effective” sample size, after accounting for the
loss of precision due to restricting the sample to 20 states, was judgéd to be approximately 1,700,
sufficient for measuring attributes of the national exhaustee population with a 95 pércent
confidence interval of (+/-) 2.5 percent.

States were selected randomly with probabilities of selection proportional to their number of
exhaustees during 1987, the latest year of data available at the time of sample selection. States
with more than 1/20 of the natidﬁ’s exhaustees were sampled with certainty and allocated a self-
weighting sample of individual exhaustees. Certain outlier states whose probabilities of selection
were less than one were also sampled with certainty and allocated a self-weighting sample of

exhaustees. Remaining states with probabilities of selection of less than one were stratified by
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their 1987 exhaustion rates; those selected were allocated equal exhaustee samples within each
stratum.!

In addition to the basic sample, the sample design included a supplemental sample of 1,000
ﬁbnexhaustees drawn from the same 20 states, with probabilities of selection determined so as to
provide a natioﬁally representative sample of nonexhaustees. We included this supplemental
sample in the design so that the labor market characteristics of exhaustees could readily be

compared with those of a comparable group of nonexhaustees.

A. EXHAUSTEE SAMPLE DESIGN: DISCUSSION
- In this section, we discuss the principles and issues which underlie the sample design for the
exhaustee study--(1) the sample frame, (2) multistage sampling, (3) design effects, and (4) methods

for increasing the precision of multistage samples.

. 1. Sample Frame

- Given a generic definition of the universe to be represented by the sample--the nation’s Ul
exhaustees--we provided an operational specification of the frame from which the sample was to
be drawn. We defined the target universe as all individuals in the 51 states? who received a first

UI payment® over a one-year interval and who subsequently exhausted their benefit entitlement.

~ 10verall sample sizes across strata differed to reflect the sample weights of the states in the
strata. , :

2We included in our universe the 50 states plus the District of Columbia, which for
convenience we label the "51 states.”

3We included in the sample frame all claimants under the regular state programs, including
such special groups as combined wage claim and interstate claimants, and Unemployment
Compensation for Federal Civilian Employees (UCFE) but not Unemployment Compensation for
Ex-Servicemembers (UCX) claimants. UCFE claimants were included because they are treated
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By including all individuals who entered the UI system over an entire year, we eliminated the
potential seasonality problems associated with sample frames specified over a shorter time span.*

To draw the sample without monitoring an extensive intake and UI receipt period, we
expected to obtain from each (included) state a random sample of individuals who, approximately
eight months after the one-year time span, had either exhausted br were still receiving their
benefits.

In principle, the above sample frame was to be defined over all 51 states. To obtain a self-
weighting, nationally répresentative sample, classical sampling procedures required that all
exhaustees in the sample be drawn independently from the frame with an equal probability of

selection. This equal probability of selection principle was the basis for the two-stage sample

design used in this study.
2. Multistage Sampling: States as Primary Sampling Units

State selection is a classical sampling problem in the same manner as the drawing of samples
of individual exhaustees. The problem can conventionally be thought of as a two-stage cluster

sample, with states as the primary sampling unit and with individual exhaustees as the secondary-

just like regular state claimants in terms of their eligibility and benefits. UCX claimants were
excluded due to the special nature of their previous employment and the special nature of their
program (i.e., the four-week waiting period).

4An indication that the characteristics of the exhaustee population probably vary by season is
the variation in the exhaustion rate itself, which is substantially lower in the third quarter than in
the rest of the year.

SA few individuals who received first payments near the end of the one-year time span were
expected to be receiving benefits after eight months if they experienced multiple spells of
unemployment. As noted in the main body of the report, we found very few such individuals, in
part, because most state samples were drawn ten or more months rather than eight months after
- the one-year sampling span.
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. sampling unit. For the final sample of exhaustees to be statistically representative of the nation,
principles of random selection must be applied at all stages of the sampling process.

Conventional sampling theory for multistage samples is derived from the principle tizat each
exhaustee in the eligible sample must have an equgl probability of selection, aftelj accouqﬁng for
the combined effects of the probability of state selection and the within-state sampling rate. Thus,
the method for selecting states and the method for selecting exhaustees within each state are
related.

A commonly accepted method of two-stage sampling is to choose each state with # probability
of selection proportional to size, and theﬁ to draw an equal-size exhaustee sample from each state.
With this procedure, large states have a higher probability of vbeing selected than do small states.
To compensate, a smaller proportion of exhaustees are taken from the large states which are
selected. The largest states (i.e., when the probability of selection with the above procedure
exceeds one) are chosen with certainty and allocated self-weighting rather than equal-size samples.

Table A.1 provides a list of states with their 1987 exhaustion rates, their 1987 final Ul
payments, and their associated sampling weights using 1987 final payments as the criterion for
sample selection. In a sample of 15 states, California, Texas, and New York would be selected with

certainty, with the three states together being allocated 31.5 percent of the total sample. In a
| larger sample of 20 states, six states with a total of 46.2 percent of the nation’s exhaustees would

be chosen with certainty: California, Texas, New York, Lllinois, Pennsylvania, and Michigan.

3. Design Effects: Cross-State Variability
- Two-stage samples (usually) produce larger sampling errors than do single-stage, simplé
random samples. The loss in statistical precision due to clustering the sample into a limited number

of states is termed the "design effect.”
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TABLE A.1

UNEMPLOYMENT EXPERIENCE, BY STATE, 1987

A7

Exhaustion Rate 1987 Implied Final
State First Payments 1987 (Percent) * Payments Sample Weight

Alabama 148,894 250 37,224 0882
Alaska 45,345 517 23,443 0.555
Arizona 72,001 30.6 22,004 0.521
Arkansas 87,981 253 22250 \ 0527
California 986,330 339 334,563 7.925
Colorado 96,982 342 33,148 0.785
Connecticut 93272 154 14373 0.340
Delaware 16,747 15.7 2,624 0.062
District of Columbia 20,672 50.7 10477 0.248
Florida 159,418 361 57,582 1364
Georgia 198,908 259 51,517 1.220
Hawaii 23,792 198 4,699 0111
Idaho 41,160 34.0 14011 0332
Tilinois 320,639 371 118,957 2818
Indiana 123811 219 34,506 0817
lowa 66,865 292 19,538 0463
Kansas 72,801 315 - 22,940 0543
Kentucky 100,618 28 2,891 0542
Louisiana 150,417 534 80,308 1902
Maine 37814 207 7827 0.185

. Maryland 96,098 29 21,958 0.520
Massachusetts 178,056 25.0 44,445 1.053
Michigan 365,489 279 102,008 2.416
Minnesota 121,873 340 41,461 0.982
Mississippi 75,419 283 21,306 0.505
Missouri 153,103 212 41,583 0.985
Montana 25,910 404 10478 0.248
Nebraska 36,747 28 10,594 0.251
Nevada 37,005 2338 8,789 0.208
New Hampshire 18,614 27 503 0.012
New Jersey 234,381 339 79,549 1884
New Mexico 33,647 387 13,015 0.308
New York 478011 333 159,369 3.775




Table A.1 (continued)

. Exhaustion Rate 1987 Implied Final
State First Payments 1987 (Percent) Payments Sampie Weight
North Carotina  1sa608 184 33,986 0.805
North Dakota v | 17,991 371 6,680 0.158
Ohio : 302,265 256 77,440 1834
+ Okiahoma ' 68,614 342 . 28432 0.555
Oregon 112,605 , 41 2193 0.644
Pennsyivania 418392 . 231 96,439 2.284
Rhode Island 40,593 24.7 10,010 0.237
South Carolina 82,160 . 28 17,097 0.405
South Dakota . 10143 114 1,154 0.027
Tennessee ' 148,369 ‘ 258 38339 0.908
* Texas : . 428250 428 183,462 4.346
Utah 42,197 | U5 14,550 0345
Vermont 15,826 | 124 1964 | 0.047
_ Virginia : 118,136 173 20,461 0.485
Washington : 169,385 26.7 45243 1.072
West Virginia _ 59,234 . . 254 15,063 0357
Wisconsin -~ 180216 251 45234 1.0M
Wiomins o 15m3 : 339 5,330 0.126
Total 7,133,617 | 302 2,153,018 51




To illustrate the importance of design effects, we considered the degree to which Ul
exhaustion rates vary across states. In 1987, the average Ul exhaﬁstion rate nationwide was 30.18
percent (.3018); the exhaustion rate had a standard deviation of 45.9 percent [or a variance of
3018 x (1 - .3018) = .2107]. An examination of exhaustion rates by state reveals important
systematic variation. Exhaustion rates exceeded 40 percent in five states, many dominated by the
oil industry. At the other extreme, fifteen states had exhaustion rates of less than 25 percent.

Statistically, the variance of exhaustion rates in 1987 can be allocated between individuals and

states as follows:

Variance Component Variance Percent Std. Dev.
Individual Claimant 2049 97.24% 4527
State A 0058 275% 0761
Total 2107 100.00% 4590

These data suggest that 2.75 percent of the variability in exhaustion rates is attributable to

' state-specific factors, while the remainingk 97.24 percent is attributable to claimant-specific factors.

While 2.75 percent seems small at first glance, it is a major component of variability for a sample
of claimants drawn from a small subset of states. |

Consider, for example, a sample of 2,000‘ Ul claimants--drawn first as a random national

sample and then drawn within a random sample of 15 states. For a random national sample, we

have the following traditional calculation of the variance of a sample mean:

Variance Component Variance of Mean Std. Dev.

Individual = Total 2107/1999 = .000105 010267
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When the sample is drawn only from 15 states, we must account for the fact that we have a sample
of 2,000 for measuring the individual component of variance, but only 15 for measm'ing state

variance. Based on this consideratioh, the properly measured variance of the sample mean

increasés by the design effect:
Variance Component Variance of Mean i —  Std. Dev.
Individual Claimant .2049/1999 = .000103
State - 0058/14 = .000414
Total - 000517 o
Percent Increase over Simble Random Sample ("Design Effect”) 121.5%

While finite sample corrections reduce the above design effect measurably (from 121.5 percent to
93.1 percent); t_he'basic point is that the true variance of a two-étage sample can be much larger
than the measure calculated with the formula applicable to simple random samples. Indeed, in this
example, the sample of 2,000 claimants drawn from 15 randomly selected states provides the same
statistical precision as a simple random samﬁle of only 536 claimants drawn from all 51 stafes.
Increasing the size of the claimant sample does little to imprové precision in examples which are
: thxs mreme, since the source of the high variance is state-speclﬁc, not claxmant-spemﬁc increasing
the sample to 5 000 drawn from the same 15 states increases the effective sample size only from

536 to 637.

4. Increasing the Precision of M‘ ultistage Samples

The degree to which design effects pose a critical problem varies from sample to sample and,
more importantly, across variables of interest for the same sample. For example, the 'pérccntage
~ of exhaustees who are female would not vary as much across states as would the percentage who
are Hispanic. For the above discussion, we examined the cross-state variation in the percentage

A10




of UI claimants who exhaust their benefits and observed a considerable design effect if claimants
were chosen from 15 randomly selected states.

While our primary sample will consist of exhaustees, not claimants, we believe that the
exhaustion rate is a usgful proxy for variations ink the characteristics of exhaustees and the
employment conditions facing them. Thus, we must take steps to control for cross-state variability,
particularly in the exhaustion rate.

Several strategies are employed for increasing the precision obtainable from an exhaustee

sample of a given size:

e Increasing the number of states in the sample
e Treating outlier states in a special statistical sense

e Stratifying the states into subgroups, particularly by the exhaustion rate

Increasing the size of the exhaustee sample also improves precision, but does nothing to alleviate
problems caused by large cross-state variability in the indicator of interest.

Increasing the Number of States in the Sample. Increasing the number of states improves
precision in two respects: by increasing the sample size applicable to the state-specific componént
‘of variance, and by increasing the finite sampling correction associated with the proportion of the
nation’s exhaustees who reside in the ineluded‘_s‘ampk:,statec.\6 ‘By using the cross-variability in Ul
exhaustion rates to allocate variances among states and individuals, by including the finite sampling

correction, and by selecting states with probability proportional to the number of final payments,

The general formula for the variance of an estimate provided by a sample of size Nis D =
(1 - B)[s%(N - 1], where F is the fraction of the universe included in the sample. A sample of 15
states drawn at random would contain 29 percent (15/51) of exhaustees on average, making F =’
29; for 20 states, F = .39. If all states were included, the state-specific variance component is
zero (F = 1.00). ’

All




we obtained the following estimates of design effects for a sample of exhaustees drawn from

varying numbers of states:

CONVENTIONAL RANDOM SAMPLE

Design Effect | Effective Sample
_SM' atN=2000 N=2000 N =3000 — N =5000
10 110.1% 453 487 517 |
15 46.2% 936 1,092 1,260
20 182% 1,432 1,833 2,360

Inéreasing the number of states clearly reduces the dwgn effect and increases the size of the
effective sample, but design effects remain significant for samples of fifteen states or less. A
sample of 2,000 exhaustees drawn from a sample of 15 states has an effective sample size of only
936, and further increases in the size of the exhaustee sample do very little to improve the
 situation. In view of the observed design effects, we considered a 20-state sample to be a desirable
first-stage sample size. | | |

The Special Treatment of Outlier States. Outliers can be used to reduce design effects if care

is taken to proceed in a manner consistent with classical sampling p:rincipl& By "oﬁtliers" we mean
observations wnth sufficiently extreme values that their probabilistic inclusion in the sample is a
conséqucntial source. of the cross-state variance--that is, the presence or absence of a single
' observation in the sample is capable of making a measurable difference in mean values of sample
characteristics. Three states in particular were outliers in terms of their probabilities of selection

for a sample of 20 states:
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: Exhaustion Probability of
State o , Rate ; .. Selection (20)
Louisiana 533 970
New Jersey 339 o ~ 962
New Hampshire 027 .006

Louisiana had the highest exhaustion rate in the nation in 1987 apd, in a sample of 20 states,
would have a 97 percent probability of selection. As a large state at the extreme of the exhaustion
rate distribution, it contributes over 33 percent of the total measured variance of state exhaustion
rates. It is possible to eliminate thxs source of vanance witheut violating principles of
randomization, by selecting Louisiana with ceftéinty'end assigning it a self-weighting sample of
exhaustees. An analogous argument applies to New Jersey.

New Hampshire poses a different problem: it had roughly 500 final payments in 1987, and a
program structure in which the exhaustion of UI benefits is perhaps a questionable concept.” In
this case, we recommended that it be excluded from the sample frame on operational grounds.

Stratifying States by the Exhaustion Rate. Stratifying by the exhaustion rate or by other major
sources of cross-state variation can reduce design effects considerably, if care is taken to ensure

that these gams are not offset by correspondmg reductlons in avaxlable degrees of freedom caused

by breaking the sample mto several strata.8

"New Hampshire’s uniform calendar-year base period and uniform benefit year (beginning on
April 1) mean that many claimants do not have a chance to "exhaust their benefits. They start
a new benefit year instead.

8For example, without stratification, a sample of 15 states has 14 degrees of freedom for
obtaining a variance estimate. If, instead, 5 states are drawn from each of three strata, it would
yield a total of 4 x3 =12 degrees of freedom. This equivalent of "losing" two states must be more
than compensated for by the gains from stratification.
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By sampling outlier states with certainty and stratifying by the exhaustion rate, the design
effect for a sample of twenty states was reduced from 18.2 percent to 8.7 percent. The effective

sample size increased from 1,432 to 1,692.

B. SAMPLE SIZE AND PRECISION

The data obtained in this study are used to describe important attributes of the exhaustee
population. Because. the sample design is in accord with classical sampling pﬁnc;pl&, the
relationship between sample size and the 95 percent confidence interval for measuring the

incidence of a population attribute (P) is approximately as follows:

Incidence of Attribyie;r

Sample Size - P=35 =_.1
400 (+4) 5.00% _ : 3.00%
1,600 (+/) , 2.50% 1.50%

6,400 (+/-) . 1.25% 0.75%

A simple random sample of 400 would enable us to measure an attribute that occurs in the
population half the time with a 95 percent confidence interval of (+-) 5 percent. Attributes with
an incidence of 10 percent would be measured with a confidence interval of (+/-) 3 percent. Each
quadrupling of the sample size would reduce the confidence interval by half; this relationship holds
until the sample becomes a large proportion of the population, when the finite sampling correction
provides further precision gains.

The precision with which attributes can be measured for subgroups of exhaustees can be
determined in a similar manner. For example, a sample of 1,600 exhaustees would enable us to

. measure-attributes with a confidence interval of (+/-) 2.5 percent, while the attributes of a 25
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percent subset of the exhaustee population--represented by a subsample of 400--could be measured
with a confidence interval of (+/-) 5 percent.

A reasonable precision standard for the descriptive purposes of the UI Exhaustee Study would
be to describe attributes of the national exhaustee pbpulation with a 95 pércznt confidence interval
of (+/-) 2.5 percent, permitting at the same time descriptions of a 25 percent subset of the
population within a 5.0 percent margin. As the above tabh; shows, this objective requires an
effective sample size of 1,600.

From the previous sample design dispussion, it was evident that this effective sample size could
be achieved by (1) selecting a total of 20 states, (2) sampling two outlier states with certainty, (3)
stratifying states not selected with certainty by their 1987 exhaustion rate, and (4) completing 2,000
exhaustee interviews in the 20 selected states. These four criteria were the basis for the exhaustee

sample design.

C. A SUPPLEMENTAL SAMPLE OF NONEXHAUSTEES

The above sample design met most of the stated objéctiv&s of the UI Exhaustee Study.
However, as noted above, a supplemental sample of nonexhaustees was also, in our judgment,
needed for the analysis. There were two reasons for this conclusfon.

First, a nonexhaustee sample permits a direct comparison of exhaustee characteristics and
labor-market experiences with those of a general population of claimants. One could use external
data on claimants for this comparison, but much of the anaiytic effort would be devoted to
adjusting for inconsistencies across data sets. A stronger strategy was to collect comparable data
for a sample of nonexhaustees as well as exhaustees--comparable in terms of the timing of the first
claim, sampling criteria, and data elements.

Second, most analytic models designed to interpret problems of continuing unemployment
require discriminating among those who do and do not exhaust benefits, rather than attempting
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to examine exhaustees alone. Samples drawn on the basis of the occurrence of an "outcome
variable,” such as eihaustion, produce biased analyses unless complex, compensating analytic
techniques are used. A preferable approach is to include nonexhaustees in the analysis sample.

A supplemental sample of 71,000 nonexhaustees, in conjunction with the larger exhaustee
sample, was judged adequate for meeting these comparative objectives of the study. This sample
was to be drawn from the same 20 states used for the exhaustee sample, ﬁbm individuals who
received first payments during the same 12-month interval but who did not subsequently exhaust
their benefits. '

To draw a nationally representative sample of nonexhaustees, special procedures were needed
to account for the fact that the selection probabilities of states were relative to the exhaustee
population, rather than to nonexhaustees or to claimants in general. Nonexhaustees were sampled
with equal probabilities of selection by allocating larger numbers of nonexhaustees to states with

lower exhaustion rates according to the following formula:

1) Q=X[U-E/EIR

where, for state j, Q; is the nonexhaustee sample, X; was the exhaustee sami)le, Ej was the
exhaustion rate, and R was the uniform sub-sampling rate required to reduce the supplementary

nonexhaustee sample to a total of 1,000. The uniform subsampling rate R was calculated as:

@ R=1000/{YX [(1-E)/E]}
j .
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The above procedure produced equal probabilities of selection for all nonexhaustees (though
at a lower rate than for exhaustees). Thus, the nonexhaustee sample was self-weighting. However,
for some analytic methods in which exhaustees were compared with nonexhaustees, sample weights

were used to compensate for the differential sampling rates of the two groups (see Chapter I).

D. STATE SELECTION AND SAMPLE ALLOCATION

To complete the process of selecting states for the 20-state sample, states were allocated to
strata and a sample of states drawn within each stratum. With the six largest states plus Louisiana
and New Jersey sampled with certainty, and New Hampshire excluded, 12 sample states were drawn
from the remaining 42 states.

The following stratification procedure was employed for drawing these 12 states. First, the
42 remaining states were ranked by their exhaustion rates. The ranked states were then divided
into three balanced strata, ﬁth the sum of the state weights in each stratum being roughly four.
Four states were then selected within each stratum with probability proportional to the nuniber
of final payments. ‘

In Table A.2 we display the randomly seiected sample of 20 states. Though only 20 of 51
states were in the sample, the sampled states contained almost 73 percent of total 1987 exhaustees.
The top six states in terms of final payments and two outlier states (Louisiana and New Jersey)
were chosen with certainty, and the exhaustee sample size allocated to each was proportional to
the state’s share of the national population of exhaustees. For example, California, with 15.54.
percent of the nation’s exhaustees in 1987, was allocated 15.54 percent of the sample of 2,000

exhaustees, or 310.9 exhaustees.”

SThe fractional allocation was eliminated by selecting a random number between 0 and 1, and
adding one sample member to the state’s allocation if the random number was less than the
fractional allocation.
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TABLE A2

STATE SAMPLES FOR UNEMPLOYMENT INSURANCE EXHAUSTEES STUDY

Implied 1987
Rate Probability of Exhaustees Noncxhaustees  Sampie
- Sute Final Payments (Percent) Selection Sample Size Sample Size Size
California 334,563 34.0 1 311 131 442
" Texas 183,462 430 1 m 49 20
New York 159,369 330 1 148 64 212
Tllinois 118,957 370 1 110 40 150
Michigan 102,008 280 1 95 53 148
_ Pennsylvania 96,439 20 1 89 64 153
Louisiana 80,308 530 1 7 14 . 89
New Jersey 79,549 340 1 74 31 105
Subtotal 1,154,655 360 ™" 1073 446 1519
Alaska 23443 520 282% 76 15 9
Montana 10,478 400 126% 7 % 101
Minnesota 41,461 340 49.9% 7% 2 108
Oklahoma 23,432 340 282% 76 3 107
Ohio 77,440 2.0 923.1% 81 s1 132
Missouri 41,583 270 . 501% 81 47 128
Georgia 51,517 2.0 61.9% 80 50 130
Mississippi 21,306 280 25.6% 81 45 126
" Wisconsin 45,234 250 54.4% 75 48 13
Oregon 27,193 2.0 32.7% 78 51 12
North Carolina 33,986 180 40.9% 75 12 147
Conecticut 14373 150 173% 7 89 164
280**
Subtotal 411,447 928 555 1,483
Total v 1,566,103 340™ 2,000 1,001 3,002

**The average exhaustion rate is weighted by implied final payment.
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The remaining 12 states were chosen with a probability equal to the figure shown in the fourth
column, and allocated an equal sample within the stratum. Overall stratum sizes were determined
by subtracting the sample allocated to the certainty states from the total sample, and allocating to
each stratum the share of the 12 states accounted for by states in that stratum. The sample weights
for the first stratum, for example, sum to 3.95; hence, the first stratum was allocated a sample of
305.1 = (3.95/12)(2000-1073).1° The second stratum has a total sample weight of 4.18; and each
state in the stratum was allocated a sample of 322.9 = (4.18/_12)(2000-1073};.u Each state in the
stratum was then allocated an equal share of the total stratum sample size.

To determine the size of the nonexhaustee sample allocated to the selected states, equations
(1) and (2) above were applied to the exhaustee sample sizes. The result was a nonexhaustee

sample size that is nationally representative but only half as large as the exhaustee sample size.

10The true stratum sample size calculation was more exact than the approximation shown in
the text; hence, sample sizes shown in Table A.2 do not equal sample sizes calculated in the text.

UFractional allocations were accounted for in the same manner as for states sampled with
certainty. '
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‘APPENDIX B

SURVEY RESULTS AND NONRESPONSE BIAS ANALYSIS




The exhaustee study design called for the selection of nationally representative samples of
exhaustees and nonexhaustees, and the éollection of Ul program data and telephone interview data
for these samples. Sample selection was a two-step process involving the random selection of 20
states and the random selection of samples of exhaustees and nonexhaustees within these states.
Sample members were individuals who established a UI benefit year during the one-year period,
October 1987 to September 1988. The interviews were conducted over a period of five months,
from September 1989 through early February 1990, providing, on average, 20 months of data on
each individual’s labor-force activity beginning with the UI claim date.

Since the primary data for the stud); were collected through a survey, and since it was not
possible to interview all potential respondents, study findings could be affected by nonresponse
bias.! This appendix examines this issue. It begins with a summary of the results of the survey

and then examines potential nonresponse bias that could arise from using these data. -

A. SURVEY RESULTS

The results of the survey are presented in Table B.1. Of the 4,810 sample members for whom
interviews were attempted, 2,929 completed the interview, yielding an overall response rate of 61
. percent. Of the 3,222 exhaustee sample memBers for whom interviews were attempted, 1,920
responded to an interview, yielding a response rate of 60 percent. Among the 1,588 nonexhaustee
sample members for whom interviews were attempted, 1,009 completed the interview, for a
response rate of 64 percent. Thus, nonexhaustees were more likely than exhaustees to respond

to an interview, although the difference in response rates was small.

1The study findings could also be affected by the quality of the data. For this reason each
interview was reviewed manually for missing or inconsistent -data and call-backs were attempted
when major problems were detected. Further computerized checks for outliers and incorrectly
applied skips were done at the time of data entry. Overall we believe that the data are of high
quality. Key data items are generally missing for less than one-half a percent of the cases.

B3




TABLE B.1

RESULTS OF SURVEY BY EXHAUSTEE STATUS

Exhaustees Nonexhaustees . Totat
" Interview Outcome ) - Number Percent Number Percent Number Percent

Interview Completed 1,920 399 1,009 a0 2,929 60.9
Partial Interview 1 0.0 0 0.0 1 0.0
Respondent Refused Interview 182 38 73 15 255 53
Sample Member not Located:

Address verified, no phone/phone

number unlisted 217 45 97 20 314 65

Address confirmed as

incorrect/respondent’s )

whereabouts unknown 361 75 131 27 492 102

No contacts made/ no further V

information 460 9.6 249 52 709 148
Total, Inability to Locate
Respondent 1,038 216 477 99 1,515 315
Sample Member Screened Out of .
Sample 1 0.0 3 0.2 4 0.1
Language Barrier/Physical
Impairment 3 01 2 01 5 0.1
Sampie Member Deceased 20 04 4 0.1 . 24 05
Case Retired after Multiple
Unsuccessful Attempts 57 12 20 04 77 1.6
Total Nonrespondents 1302 271 579 120 1,881 39.1

Total Sample Release 3222 670 1,588 330 4,810 100.0
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More variation in response rates was observed ;mong states, as can be seen in Table B.2. The
highest response raie was 88 perécnt for nonexhaustees in Montana and the lowest was 38 percent
for nonexhaustees in- Mississippi. This variation among states arose, in part, because the
population of some states is more mobile than it is in 6th'ers. However, the primary reason for the
variation is that some states were able to provide us with telephone numbers and others were not.

In general, the states with low response rates were not able to provide telephone numbers.

B. REASONS FOR NONRESPONSE

The most common reason for tionresponsé' to the interview (Table B.1) was an inability to
locate the reépondent during the data collection period. A total of 1,515 sample poinfs, or 31
percent of the total sample release, fell into this category. The location of 314 sample me@bers
was known with some certainty, but no contacts with the respondents were made, primarily because
they had no telephone or had an unpublished télephone number. Of the remaining 1,201 sample 4‘
members in the unlocatable category, no contacts were successfully made and no fufthef
information was available for 709, while it was confirmed that 492 had moved after filing their Ul
claim and could not be located. Altogether, 81 p’etcent of the sample for whom an interview was
not completea could not be located by searching staff. This figure did not diffgr significantly by
exhaustee status; 80 percent of the exhaustee nonrespondents could not be located, compared with-
82 percent of the nonexhaustee nonrespondents.

The seconq most prevalent reason for interview nonresponse was refusals; 255 sample points,
or 5 percent of the total sample release, fell into this category. Refusals could occur at three
points in the interview process: (1) the ‘interviewer was dehied aécess to the sample member by
a member of his or her household or other proxy; (2) the sample member refused to begin the
interview; or (3) the sample member terminated the interview prior to completion and refused to

continue when recontacted. The refusal rates of exhaustees and nonexhaustees were similar;
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TABLE B2

SURVEY NONRESPONSE, BY STATE AND EXHAUSTEE STATUS

(Percent)
State Exhaustees * Nonexhaustees

Alaska 579 _ 20
California 56.6 592
Connecticut 478 574
Georgia 44 59.0
Hlinois 59.6 7712
Louisiana 67.3 56.0
Michigan 69.1 74.6
Minnesota 67.0 - 81.0
Mississippi 477 . 384
Missouri 60.9 65.7
Montana 726 875
New Jersey 553 70.5
New York - 437

North Carolina 692 56.3
Ohio 69.0 725
Oklahoma 688 76.7
Orcgon - 652 658
Pennsylvania 783 77.6
Texas 60.3 67.6
Wisconsin 78.0 79.7
~ Total 596 635
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refusals accounted for 14 percent of the nonresponse among exhaustees and approximately 13.
percent among nonexhaustees.

The interview status of the remaining 111 sample points, or slightly more than 2 percent of
the total sample release, was resolved in a variety of ways. Seventy-seven cases were retired after
multiple, unsuccessﬁll‘attempts were made to conduct the interview; 24 sample members were
deceased; 5 could not complete the interview due to physical or mental incapacitation or language
barriers; 4 persons were screened out of the interview sample; and one respondent completed only

a partial interview.

C. POTENTIAL NONRESPONSE BIAS

Potential nonresponse bias could arise from using these survey &éta, because 39 percent of the
sample members with whom an interview was #tteinpted dld not complete the interview. If these
nonrespondents differed from their respondent cbunterpans ina systemaﬁc: way, inferences drav'vﬁ
from the interview data on the characteristics and labor-market experiences 6f respondents would
be misleading if applied to the universe of uhemployment insurance recipii.ents.

In order to analyze the implications of survey nonresponse for the analysis, we examined Ul
administrative data that were available for both respondenfé an’dﬁ nonfes;pondents. These data
. include demographic, baseline earnings, and Ul entitiemeﬂt data that are used in fhe analysis as
control variables, as well as outcome data on Ul benefit teceiﬁt | | |

One methodological issue must be addressed before proceedmg thh thé analysis. This issue
arises because the target numbét of interview respondents wés ﬁxed by 'em“haustee status for each
state. Since the number of nonrespondents, and thus the response rate, fluctuated by state ahd
exhaustee status, a comparison of unweighted méans of respondent and nonrespondent
characteristics would be misleading. Differences in the average characteristics of respondents and
nonrespondents would arise from differential cross-state and cross-status response rates, even if

population means did not differ for the two groups. In order to compare survey respondents and
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nonrespondents, weights were assigned to nonrespondents by state and exhaustee status. Weights
were constructed such that, for exhaustees and nonexhaustees, the weighted distribution of
nonrespondents by state matched that of. sufvey respondents. . -

In our analysis of nonresponse, we first consider differences in. means between respondents
and nonrespondents for demographic characteristics. These differences, depicted in Table B.3,
show that respondents, both exhaustees and nonexhaustees, were blder a:d more likely to be

female and white than nonrespondents. R&spondents also had higher average earnings in the UI
base period and hence slightly higher average Ul weekly benefit amounts and potential durations

_than did nonrespondents. Mﬁny of the racial, age, and Ul entitlement differences were statistically
significant for both exhaustees and nonexhaustees. The pattern of differences suggests that the
respondent sample represented an older, more<stable population than. the nonrespondent sample.
Given that the main reason for nonréponse was an inability to locate the sample member, this
result is not surprising.

Some of the respondent-nonrespondent differences in demoéraphic characteristics are large,
but’fog-ly the difference in gender could affect conclusions ldrawn' about exhaustee-nonexhaustee
differences. On the basis of respondents alone, we would conclude that exhaustees were more
likely than nonexhaustees to be female. waever, if we adjust for n_onr&sponse,.the exhaustee-

 nonexhaustee difference in gender narrows bto 3 percentage poinls,i a difference which is not
statistically significant. However, this difference is unlikely to affect many of our conclusions, since
.baseline characteristics are controlled for in most of our analyses. In addition, the main gender
difference between exhaustees and nonexhaustees that ls highlighted in the report concéms
married women. This difference is quite large, and it is unlikely that an adjustment. for

nonresponse would affect its statistical significance.

ZForty percent of the total exhaustee population were women, versus 37 percent of the
nonexhaustee population.
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TABLE B3

CHARACTERISTICS OF THE INTERVIEW SAMPLE BY EXHAUSTEE AND SURVEY RESPONSE STATUS

Exhsustees - -~ - 0 - . Nonexhaustees
Respondents Nonrespondents Respondents Nonrespondents
Demographic | ‘A
Variables
Gender
Percent female 445 e 326 a 398 328
Race/Ethnicity
Percent white 7ne 60.7 794 698
Percent black 144 22 \ 98 16.7
Percent 97 125 71 85
Hispanic .
Percent other 4.1 4.7 37 50
race
Age
Percent
younger than 108 152 149 200"
25
Percent 25 to 315 38.7 4.2 368
34 -
Percent 35 to 25.0 256 4S5 229
44
Percent 45 to 189 139 163 - 146
54
Percent 55 to 125 56 88 54
64
Percent 65 and ‘
older 13 1.0 13 04
Mean Base Period .
Earnings (Dollars) 14,112 11,967 15,367 13,276
Ul Entitlement
Mean weekly
benefit amount
(dollars) 146 139 152 141
Mean maximum
benefit amount
(dollars) 3388 3,143 3693 3,389
Mean potential
duration (weeks) 230 26 245 44
Sample Size® 1,920 1,302 1,009 579

2] cuisiana and Michigan were not able 10 provide data on base period carnings. Michigan was also unable to provide data on the
maximum benefit, and Georgia was unable to provide data on date of birth.
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- Data on UI benefit receipt, depicted in Table B.4, indicate tﬁat respondents and nonrespondents
also exhibited differences in UI outcomes. Mean weeks of UI collected were slightly higher for
respondents than for nonrespondents, as was the average amount of Ul benefits collected. These
differences in outcome variables were statistically significant only for the exhaustees, and the

differences themselves wére small.

-
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TABLE B.4

UNEMPLOYMENT INSURANCE OUTCOMES BY EXHAUSTEE AND SURVEY

RESPONSE STATUS \

Exhaustees Nonexhaustees

Respondents Nonrespondents  Respondents  Nonrespondents

- Unemployment
Compensation
Receipt

Mean full- 23.0
benefit weeks of
UI collected

Mean dollars of 3,358
Ul collected

225 9.0 8.8

3,143 1,331 1,270

Sample Size* 1,824

1,260 956 561

SOURCE: State Ul program data.

3Sample excludes Michigan, since no data were available on UI receipt.
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