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EXECUTIVE SUMMARY

The federd-state Unemployment Insurance (Ul) program offers ass stlance to workerswho havelost
their jobs through no fault of their own. In dl sates, the level of cash benefits paid is based on previous
wages earned, and the duration of benefitsislimited, typicaly to a maximum of 26 weeks. However, the
federal government has extended the duration of benefits during every recesson since the 1950s. Most
recently, the Emergency Unemployment Compensation Act of 1991 created theEmergency Unemployment
Compensation (EUC) program. The program, which subsequent amendments to the act extended, paid
federdly financed extended benefits from November 1991 through April 1994. More than $28 hillionin
benefits was paid under the program.

The EUC program, as implemented, contained two different components. The largest consisted of
a program that extended individual workers potentid durations of unemployment compensation. This
component, targeted at workers suffering long-term unemployment, was smilar to earlier emergency
extended benefits programs. Federal Supplementa Benefits (FSB), in the 1970s, and Federd
Supplemental Compensation (FSC), in the 1980s. Its most important difference from these “third-tier”
programs lay in the precise way in which EUC interacted with the regular, permanent Extended Benefits
(EB) program. Specificaly, EUC legidation permitted statesto substitute EUC for EB in Stuationswhere
EB otherwise might have been avallable. Mot dtates availed themselves of this option throughout the
period in which EUC was avallable. This had the practica effect of turning EUC into a “second-tier”
program aswel. That is, for most workers suffering long-term unemployment, EUC was the only source
of extended benefits during the recession of the early 1990s.

The second component of EUC was uniqueto that program. During Phases 3 and 4 of itsfive phases,
some workerswho normally would have collected benefitsunder theregular Unemployment Insurance (UI)
program had the option of collecting EUC benefits indeed. Because the only clamants digible for this
optionwerethose beginning anew benefit year, such clamsacted asasubgtitutefor regular Ul and served
a different category of worker (specificaly, workers who expected recall and who had much shorter
periods of unemployment than those who usualy collect benefits under extended benefits programs).
Although benefits paid under thiscomponent probably totaled lessthan 15 percent of al benefitspaid under
EUC, the novdty of its structure suggests that considerable attention be devoted to it in our overdl
evauation.

CONCLUSIONS
Our review of the EUC program suggests 11 conclusions about its overdl impact and effectiveness:
1. The extended benefits component of the EUC program performed an important
countercyclical role during the recession of the early 1990s. The rdaivey long

duration of the program and its widespread implementation by the states were appropriate,
giventhe extended weakness of the labor market exhibited in that recesson. EUC appears
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to have avoided both the overly generous and the poorly targeted benefitsthat characterized
the extended benefits programs (EB and FSB) in the 1970s and the overly long duration of
the FSC program of the early 1980s. Although no one measure of the performance of the
EUC program capturesall its countercyclica features, the exhaudtion rateis perhgpsthe best
angle measure. We estimated that avail ability of its extended benefits component permitted
the overd| system of unemployment compensation to provideadightly lower exhaugtionrate
(our estimates ranged from 17 to 24 percent) than the rate that characterizes the system
during nonrecessionary periods. These benefits replaced about 2.4 percent of the shortfall
in red digposable income attributable to high unemployment throughout the recessionary
period.

The size and scope of the EUC program significantly exceeded what would have
been provided under the regular EB program. Our smulaions suggested thet, in the
absence of EUC, only about 3 million exhausteeswould have been covered under theregular
EB program during the period 1991.4 to 1994.2, even if al states had adopted the tota
unemployment rate asatrigger for EB. On the other hand, EUC (which effectively replaced
EB during this period) paid benefits to about 7.7 million regular Ul exhaustees under its
extended benefitscomponent. Evenwith modestly relaxed trigger thresholds, EB would have
been a substantialy smdler program than EUC. In actudity, of course, EB itsdf played
virtudly no roleinthe recesson of the early 1990s. In addition, thefedera financing of EUC
resulted in $3 to $4 bhillion in trugt fund savings for the states. These savings were
concentrated in a sndl number of daes resulting in an average Unemployment
Compensation (UC) tax rate saving of gpproximately 0.25 percentage point in those states
where EB would have been payable.

I mplementation of the extended benefits component of EUC presented a number of
administrative complexities arising from its multiple-phase structure and its
integration with the regular Ul program. Most of these difficultiesarose from thetime
pressure state officiads were under to incorporate EUC into their operations. Because some
of EUC's provisons (for example, maximum durations) were changed frequently, and
because the program incorporated some provisonsthat differed from those of theregular Ul
program (for example, more stringent work search requirements), it was often impossibleto
devote the necessary care to establishing systems and procedures for paying benefits.
Hence, dthough the phase structure of EUC did permit a flexible response to recessionary
conditions as they became apparent, more attention might have been paid to easing the
dates implementation of the programs and to streamlining trangtions among its phases.

The characteristics of individuals receiving EUC under its extended benefits
component resembled those of recipients of previous programs, although a few
significant differencesreflecting thechanging composition of thelabor market were
apparent. Recipientswho received both Ul and EUC weremorelikely to be older, femde,
and part of a minority group than were shorter-term recipients who received only Ul.
Compared to previous emergency programs, they werelesslikdy to be from manufacturing
indugtries than were recipients of FSB and FSC (for example, 30 percent under EUC, as
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opposed to 44 percent under FSB). Femaes aso condtituted alarger fraction of recipients
under the extended benefits component of EUC, than had been the case under the previous
emergency programs (44 percent in EUC, versus 37 percent in FSC). Still, it seems clear
that the extended benefits portion of the EUC program served workers suffering long-term
unemployment who shared many similarities with workers who collected under earlier
emergency programs.

Workers receiving benefits under the extended benefits component of EUC
experienced considerable difficulty in finding reemployment. Despite extensivejob
search, it took many recipients a long time to find ajob. Moreover, approximately 23
percent of workers who received benefits under the extended benefits component of EUC
never (during an average follow-up period of three and one-haf years) found a new job.
Many of those extended benefits recipients who found new jobs reported subsequent job
Separations, suggesting that much of thereemployment wasinreatively ungtablejobs. Two-
thirds of those who became reemployed found jobsin indudtries different from those of their
prior jobs. About 4 out of 10 workers experienced wage losses of at least 25 percent.

Substantial numbers of individuals receiving benefits under the extended benefit
component of EUC received reemployment services from the Job Service or
education or training. However, not all recipientsreceived reemployment services,
and those receiving education or training were not always the individuals who
appeared to be most in need of further education or training. Approximately 75
percent of long-term reci pientsreceived servicesfrom the Job Service; however, 25 percent
did not. Seventeen percent began educeation or training programs while collecting benefits
or beforethedart of ajob. Thisseemslikeasubstantia number, sncenot dl recipientsneed
or could benefit from educeation or training. However, those who did enter education or
training tended to be better educated and to have greater earnings possibilities than those
who did not. Redatively few individuas who were high school dropouts or who had low
wages on thar pre-benefits jobs participated in education or training.

The extended benefits portion of the EUC program kept a considerable number of
families from falling below the poverty line. Nevertheess, EUC benefits done often
were insufficient to keep families out of poverty when there was no working spouse or
partner. Another factor exacerbating the low incomes of EUC recipients families was that
they had very low rates of receipt of benefits from retirement and transfer programs.

Approximately5 percent of all EUCfirst payments (and 30 per cent of first payments
during Phase 1 of the program) were made to “ reachback” eligibles. Mean weeks
of EUC collected, average total benefits received, and exhaustionrates for this group were
very smilar to those of other EUC recipients during Phase 1.



9. Theoptional claimscomponent of EUC permitted statesto achieve savingsto their
Ul trust funds when workers chose to substitute EUC benefits for regular Ul
benefits that would otherwise have been payable to them. Inaccuracies and
shortcomings in the reporting of optiona cdlaims madeit difficult to obtain precise figures for
the dollar value of benefits payable under them. Overdl, however, we estimate that these
benefits may have amounted to between $3.4 and $4.6 hillion. This represented 12 to 16
percent of al EUC benefit dollarsand 5to 7 percent of regular Ul benefits during the period.
Our datad so suggested that the actud trust fund savingsfrom the optiona claims component
of EUC were unevenly distributed among the states, with some statesreceiving the equivaent
of afull percentage point in Ul tax rate relief, while others received less than a tenth that
amount.

10. This optional claims component of EUC added major complexities to the
administration of EUC during Phases 3 and 4. Presenting information to clamants
about the EUC optiond clams provision was time-consuming and difficult, Snce both staff
clamants found the options hard to understand. Integrating the payment of optiona clams
into state Ul systems aso requiired overriding many existing computer safeguards. Therapid
implementation of Phase 3 of EUC meant that there waslittle timeto validate new computer
code. Thismeant that officials often wereforced to overridetheir sysemsmanudly. Further
complicating the Situation were issues in the proper interpretation of some optiond clams
procedures.

11. The overwhelming majority of workers who collected benefits under the EUC
optional claims component were not long-term unemployed. These workers were
muchmorelikely to expect recall to their prior employers, to do lessjob search, and to have
sgnificantly higher reemployment rates than workers who collected under the extended
benefits component. Indeed, average total unemployment compensation benefits collected
by workers choosing the optional claims portion of EUC amounted to only about 25 percent
of the average total amount of UC benefits collected by workers collecting under the
extended benefits component of EUC.

POLICY IMPLICATIONS

These conclusons suggest four broad implications for future unemployment compensaion policy
toward extended benefits:

1. Intheabsence of major changesto the EB trigger mechanism, it seemslikely that
future emergency programswill haveto function as both “ second-tier” and “ third-
tier” extended benefits programs. Trigger rates under EB are smply too high and too
constrained by thetrigger rates threshold requirementsto permit EB to provide the level of
benefits that EUC did during the recession of the 1990s. Because the gods of future
programs are likely to be smilar to those of EUC (athough the specifics will be tailored to
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particular recessonary circumstances), these too will likely be used as substitutesfor EB if
the Ul system isto continueto provide adequate support to long-term unemployed workers.

Operations of future EUC-type programs would be significantly improved if
implementation could be streamlined. In particular, dthough the phase structure
incorporated in EUC provided flexibility in meeting recessionary needs asthey arose, these
phases were often too short and contained administrative procedures that were changed too
frequently for states to adapt to them. Operation of the program would be much smoother
if sate adminigtrators had more time to adapt their systems to the program’ s requirements
and if basic provisions (such asjob search requirements) were more carefully integrated with
existing Ul procedures.

Experiences of recipients of extended benefits under EUC suggest the need for
enhanced labor market services. Clearly, many of these reci pients experienced sgnificant
difficultiesin finding reemployment asaresult of the 1990srecesson. While many recipients
received some reemployment services, there gppears to have been a need for additional
sarvices directed toward workers who are likely to collect extended benefits and who
probably will have difficulty finding jobs comparable to their pre-benefits jobs. However,
the Worker Profiling and Reemployment Services systems that have been introduced since
the end of the EUC program now provide a mechanism to direct reemployment services
toward workers who are likely to collect extended benefits.

The optional claims component of EUC should not be a component of future
extended benefits programs. The optiona clams component may have helped some
clamants avoid reductions in weekly benefit amounts as the result of entering a new benefit
year, as was intended, but the vast mgority of benefits paid under this option went to the
short-term, rather thanlong-term, unemployed. 1t wasdso extremely difficult to adminigter.
Oveadl, such a component plays no useful role in a policy intended for the long-term
unemployed.
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. INTRODUCTION

The federd-state Unemployment Insurance (Ul) program offers assistance to workerswho have lost
their jobs through no fault of their own. In al states, the leve of cash benefits paid is based on previous
wages earned, and the duration of benefitsis limited, typicaly up to amaximum of 26 weeks. However,
the federal government has extended the duration of benefits during every recesson sncethe 1950s. Most
recently, the Emergency Unemployment Compensation Act of 1991 created theEmergency Unemployment
Compensation (EUC) program. The program, extended by subsequent amendments to the act, paid
federdly financed extended benefits from November 1991 through April 1994. More than $28 billionin
benefits was paid under the program.

Thisevduation of the EUC program examinesaseriesof questions about extended benefits policy that
were raised by implementation of the program. Included are broad questions about the cyclica adequacy
of the program and its employment stabilization effects, as well as more specific questions about the
program’ seffects on claimant behavior, mechanismsthat could be used to initiate extended benefit policies,
and how emergency extended benefit programs could beintegrated with the regular Ul and the permanent
Extended Benefits (EB) program.

Inthischapter, wereview the history of extended benefitspolicy inthe United States, highlighting some
mgor ongoing issues. We then focus on the EUC program, explaining the most important aspects of the
five phases of EUC. Next, we list the primary questions about the EUC program that we addressin this

report. The chapter concludes with a discussion of our gpproach to the evaluation and an outline of this

report.



A. ABRIEF HISTORY OF EXTENDED BENEFITSPOLICY IN THE UNITED STATES
Since the inception of the federd-gtate Ul program in 1935, dl states have limited the number of
weeks clamantsmay collect benefits. States established these limitsinitially because they were concerned
about their ability to finance lengthy benefit durations, given avalablefinancia resources. Limited durations
were adso viewed as an important mechanism for stressing the distinction between Ul and “welfare’:
unemployment benefitswereonly atemporary “first line of defense’ for workerswho lost their jobs. There
was aso concern that providing benefits for a longer period might ow workers return to work by
reducing cogts associated with continued unemployment. Hence, states were cautious in establishing Ul

durations policy, eventualy sattling on a standard 26-week maximum.*

1. Rationalefor Extended Ul Benefit Durations

Because the likelihood of facing along unemployment spell varies substantidly over abusinesscycle,
the 26-week maximum may not be appropriatefor al economic circumstances. Providing longer durations
during economic downturnswould be cons stent with an insurance-based rationaefor Ul, under which the
degree of worker protection should rise to compensate for the increased risks that workers face. For
example, Corson and Nicholson (1982) found that thegoa of keeping the exhaustion ratefor al Ul benefits
roughly constant over the business cycle can be achieved by increasing Ul durationsby 3.5 to 5 weeks
for every one-point rise in the insured unemployment rate (IUR) above full employment levels. Other
writers (see, for example, Moffitt 1985) have obtained smilar figures, usng avariety of approaches. Such

cyclical increasesin Ul durations became a standard feature of Ul policy after the late 1950s.

1Two states, Massachusettsand Washington, currently have a 30-week maximum. Eight “uniform duration” states (Connecticut,
Hawaii, Illinois, Maryland, New Hampshire, New Y ork, Vermont, and West Virginia) provide 26 weeks of benefitsto all workersregardless
of previous work experience. Other states base potential durations on a claimant’s prior work experience. At times, some states have
implemented their own extended benefits programs, but here we discuss only federal initiatives.
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The argument in favor of increasing Ul protection for longer expected spells of unemployment need
not be limited to cydlica stuations. For example, the Advisory Council on Unemployment Compensation
(1994) suggests that extended benefits might be made payable to workers who exhaust their regular Ul
entitlements and can be identified as didocated. The Trade Adjustment Assistance (TAA) program uses
this approach for workers who can show that increased imports * contributed importantly” to their job loss
and who are participating in an approved training program (or have received a waiver of the training
requirement).? Unemployment compensation programs in western European countries also tend to offer
extended benefits options to older, more experienced workers and to workers from regions with high
unemployment rates (Congressional Research Service 1992). For the most part, however, extended
benefits programs in the United States have not singled out such specia groups, dthough there has been
policy interest in how the needs of such workers have been met under the general extended benefits
programs.

Accepting the principle that some extension of Ul benefit duration during a recession is appropriate
rases saverd implementation issues.

C How should extended benefits be targeted to labor markets and time periods in which they

Sseem most needed?

C Should the program contain provisions that “reach back” to cover workers who exhausted
regular Ul in earlier periods?

C Should al exhaustees of regular Ul be digible for extended benefits, or should additiona
eigibility screens (perhaps based on prior work experience or current job search activities)
be applied?

2For adetailed discussion, see Corson et al. 1993.



C What durations of extended benefits should be offered? Should durationsbetailored to labor
market conditions?

C Should job search or other reemployment services be offered in conjunction with extended
benefits?

C When and how should extended benefits programs be terminated?

The discussion that follows illustrates how these issues have been treated during the past 25 years.

2. ThePermanent EB Program

Temporary programs to extend Ul durations were adopted at the federd level during the recessions
of the late 1950s and early 1960s. Experiences under these programs suggested the desirability of
developing a more systematic gpproach to extended benefits policy, which was accomplished by passng
the Employment Security Amendments of 1970. These amendments established a permanent program
under which asmany as 13 additiona weeks of extended benefits could be made avail able to workerswho
had exhausted their regular Ul entitlements® These benefits were to be financed on a 50-50 basis by
federa and state Ul taxes and were to be activated (“triggered on”) whenever the lUR in a state reached
acertain threshold.

Much of the controversy over the EB program has focused on its triggering mechanisms and whether
the program can target extended benefitsto |abor markets and time periodsin which they are most needed.
In the 1970s, EB was payable in agateif the state’ sIUR averaged 4 percent or morefor 13 consecutive
weeks and was at least 120 percent of the average IUR for the corresponding 13-week period in the prior

two years. EB aso contained a nationd trigger, under which benefits became avallable in dl dates

3Technica||y, EB provides up to one-half of an individual worker’s Ul entitlement, up to a maximum of 13 additional weeks. In
addition, to be eligible, theworker’ s“benefit year” --the one-year period starting with the date of theinitial Ul claim--must not have ended.
The EB program does not explicitly cover individuals who exhausted their regular Ul entitlements in prior periods if their benefit year
has ended. For adefined period, however, emergency extended benefits programs have generally provided this coverage.
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whenever the seasonally adjusted national IUR exceeded 4.5 percent for 13 consecutive weeks.
Amendmentsto the program in 1981 iminated the nationd trigger and raised the State trigger requirement
to 5 percent, with a 120 percent threshold, or 6 percent if the 120 percent threshold is waived.*

These changes had a subgtantid effect on EB casdoads. One smulation suggests that they reduced
EB firgt payments by as much as 25 to 30 percent during the early 1980s and by amuch greater magnitude
during periods of strong labor market activity (Corson and Nicholson 1985). An even more significant
impact on the EB trigger mechanism may have resulted from the secular declinein the lUR that continued
throughout the 1980s (Burtless 1983; and Corson and Nicholson 1988).° By the early 1990s, despite
generdly worsening labor market conditions at that time, no state met the trigger requirements for the EB
program.

Inresponseto this situation, the Unempl oyment Compensation Amendments of 1992 permitted states
to choose an dternative trigger mechanism based on the total unemployment rate (TUR). Under this
dternative, 13 weeks of EB would become available whenever a state’ s seasondly adjusted TUR for a
three-month period exceeded 6.5 percent and was at least 110 percent of that ratein either of the previous
two years. |If the TUR exceeded 8 percent (again, with a 110 percent threshold), 20 weeks of EB would

become available.

4‘I'he 1981 amendments also modified the formula for the IUR trigger by dropping EB claimants from the numerator. This was
intended to mitigate several anomalies, such as the tendency of the EB program to prolong its own duration in a state and the tendency
of past EB payments to raise trigger thresholds inordinately because of the 120 percent rule.

5This secular decline has been attributed to a variety of causes, including (1) changes in the composition of unemployment--
especially the reduced importance of unemployment from manufacturing industries; (2) federal policy changes, including taxation of Ul
benefits and changes in pension offset provisions; and (3) changesin policy at the state level, many in response to the tightening of Ul
trust fund and loan provisions.



Because EUC effectively supplanted EB, there has been very little operationa experience with these
new triggers, but amulations usng higtoricd data suggest that the dterndive triggers may have a mgor
impact on making EB more widely avallable in the future (Corson and Rangargian 1994). For example,
one smulation of experiences during the 1980s showed that more than one-third of al exhaustees would
have been digible for EB with the aterndtive trigger, as opposed to fewer than 10 percent under the lUR
trigger exigting at the time (Corson and Rangargjan 1994).

I ssues surrounding digihility for EB have dso recently comeunder public scrutiny. Initidly, dl regular
Ul exhaustees whose benefit years had not ended were ligible for the EB program. 1n 1980 and 1981,
however, severd digibility provisonswereadded. Specificdly, digibleworkerswererequiredto havethe
equivaent of 20 weeks of full-time work in their base periods, a figure that exceeded some states
requirements for initiad Ul digibility.®” In addition, requirementsfor continuing digibility were tightened by
adoption of more stringent “ suitable work” definitions and by requirements of active job search than had
exised in some states. By one estimate, these changes reduced the overdl EB caseload by about 10

percent (Corson and Nicholson 1985).

3. Emergency Extended Benefits Programs

During every mgor recession sinceinception of the EB program, thefederal government has provided
emergency (“third-tier”) benefit extendgons that offer Ul claimants benefits in addition to (and, sometimes,
in place of) those provided by the permanent EB program. Thefirst of these mgor emergency programs

was the Federd Supplemental Benefits (FSB) program, enacted in late 1974. This program initialy

6Earnings in the base period, a one-year period prior tothe Ul initial claim, are used to determine Ul eligibility and benefit amounts.
In most states, the base period is the first four of the last five completed calendar quarters at the time of the initial claim.

Several European countries mandate additional base period employment requirements for extended benefits eligibility.
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provided up to 13 additional weeks of benefits but was soon expanded to 26 weeks. During the 1974-
1975 recesson, many clamants were eigible to receive up to 65 weeks of benefits-26 from regular Ul,
13 from EB, and 26 from FSB.®

Much of the analyss of the FSB program has focused on the potentidly long durations provided by
the program. Severa studies have reported that these durationsreduced the overdl benefit exhaustion rate
below that which occurs during normal, nonrecessionary periods (Katz and Ochs 1980; and Corson and
Nicholson 1982). Other studies have suggested that the durations may have encouraged workers to
prolong their unemployment spells (Moffitt and Nicholson 1982; and Moffitt 1985). There is generd
consensus that the program went too far in providing increased Ul coverage during the mid-1970s
recession.

Surveys of FSB recipients reveded that they were, on average, somewhat older and more likely to
be women than the generd Ul population. Recipients had considerable work experience on their prior
jobs, and many ultimatdy suffered sgnificant wage losses as aresult of thar layoffs. Although evidence
existed that some workers with relatively wesk [abor market attachments may have received FSB, there
was aso substantia receipt of benefits by workerswho had suffered mg or economic did ocations (Corson
and Nicholson 1982).

The next emergency program, the Federd Supplementa Compensation (FSC) program, addressed
worsening labor market conditionsbrought on by the 1981-1982 recession. Initialy, theprogram provided
amaximum of either 6 or 10 weeks of additiona benefits, depending on a state's EB trigger datus. To

make benefit durations more sendtiveto sate-levd 1abor market conditionsthese maximum durationswere

8puri ngmost of its history, the FSB program was financed through the Extended Unemployment Compensation Account (EUCA).
However, under the final extension of the program benefits were financed from general revenues.
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changed severa times over the course of the FSC program. Because of the way in which maximum
durations were tied to the IUR, potentid durationsin a state could change rapidly. In generd, however,
FSC provided considerably shorter durations than the FSB program of the mid-1970s.

Experiences under the FSC program highlighted some of the problems associated with emergency
extended benefits programs. Because the FSC program wasimplemented fairly latein the busnesscycle
(the program continued until March 1985), a substantia fractionof its benefits were paid during the post-
recessionary period. Thecountercyclica impact of the program was considerably lessthan that under FSB
(Corsonet d. 1986). Similarly, because the FSC trigger formula ensured that workersin dl stateswould
receive aminimum leve of benefits, benefits were not tightly targeted toward labor markets and periods
of the most severe unemployment.® The complex and frequently changing trigger requirements for FSC
aso led to adminidrative difficulties. Particularly problematic were issues rlating to the sequencing of EB
and FSC, because many claimantswere switched back and forth betweenthe programs. Similar difficulties
arose because FSC wasimplemented in four distinct phases, each with somewhat different rulesregarding
clamants entitlements and reachback provisons.

FSC used the quaifying-wage and work-test requirementsincorporated inthe EB programintheearly

1980s. Theserequirements reduced the FSC casaload somewhat. Theimpact was greatest in stateswith

9The permanent EB program seemed to do a better job of targeting during this period (see, for example, Corson et al. 1986).
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the least stringent reguirements for regular UL.X° States also reported that the FSC work-test provisions
were costly to adminigter.

Survey data showed few demographic differences between FSC and regular Ul recipients during the
same period. Thisfinding contrasted with that for FSB and may have resulted because unemployment from
durable-goods manufacturing played alarger rolein the 1981-1982 recession than in the 1974-1975 one.
Workers laid off from jobs in durables manufacturing also experienced longer unemployment spells than
did other workers under FSC, and many suffered severe earnings |osses once they became reemployed.
FSC provided substantia benefits to workers who might be categorized as didocated, athough the

program did not explicitly target them.

B. THE FIVE PHASES OF THE EUC PROGRAM

The EUC program was the most recent temporary extension of Ul benefits. The program was
implemented in five successive phases (labeled EUC-1 to EUC-5), sarting in November 1991 and ending
inApril 1994. Tablel.1 summarizesthe key dements of each phase, while Table|.2 presents aggregated
data on clams activities on each of the five phases. Greater detall on the provisons of each phase and
durations by state is provided in Appendix A. Initidly, EUC-1 provided 6, 13, or 20 weeks of benefits,
depending on gates unemployment levels, however, legidation in early December changed the minimum
duration in dl statesto 13 weeks. To beéligiblefor 20 weeks of benefits, stateswere required to have an

adjusted IUR (AIUR) of at least five percent or asix-month

10Cors;on et al. (1986) estimate the reduction in caseload at the national level to be about 4 percent, with specific state reductions
ranging from zero to more than 20 percent.
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TABLEI.1

MAIN PROVISIONS OF EUC, BY PHASE

EUC Phase EUC-1 EUC-2 EUC-3 EUC-4 EUC-5
Maximum Potential 13 and 20 weeks*| 26 and 33 weeks 20 and 26 weeks 10 and 15 weeks 7 and 13 weeks
Duration (35 states 13 (31 states 26 weeks, 15 (36 states 20 weeks, 4 states 26 weeks, 11 (39 states 10 weeks, 4 states 15 weeks, 8 (47 states 7 weeks, 3 states 13
weeks, O states | states 33 weeks, 5 states states both durations) states both durations) weeks, 1 state both durations)
20 weeks, 7 both durations)
states both
durations)
State Option to Deactivate |Yes Yes Yes Yes Yes, except for EB periods
EB beginning after 2/5/94
(5 states triggered in EB)
Reachback Provisions Yes No Yesfor EUC option No No
Claimant Option to Filefor |No No Yes Yes No
EUC Instead of Ul
Month/Y ear 11/91 [ 12/91| 1/92 [ 2/92 | 3/92 | 4/92 | 5/92 |6/92 | 7/92 | 8/92 | 9/92 | 10/92| 11/9 | 12/9 | 1/93 | 2/93 | 3/93 | 4/93 | 5/93 | 6/93 | 7/93 | 8/93 | 9/93] 10/93| 11/93| 12/9 | 1/94| 2/94 | 3/9| 4/9
2 2 3 4| 4

4 ndividuals who began collecting EUC during EUC Phase 1 did not exhaust their entitlements during that phase, and their potential durations were increased to 20 and 26 weeks when Phase 2 went into effect.

bThe legislation specifying potential durations was identical during EUC-3 and EUC-4, but durations were lower during EUC-4 than EUC-3 because the national unemployment rate dropped so that the national
trigger lowering durations was in effect.
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TABLE 1.2

CLAIMS AND BENEFIT AMOUNTS, BY EUC PHASE

Benefits® (Billions of

EUC Phase New Initid Clams? Optiond Initid Claims® First Payments? Dallars)
1 1,951,871 0 1,640,344 6.70
2 1,671,239 0 1,452,064 4.60
3 3,627,242 698,312 2,752,967 8.57
4 2,935,796 1,037,646 2,559,129 7.02
5 839,799 100,767 811,493 1.63
All Phases 10,747,515 1,836,725 9,215,995 28.52

Source: Calculations from the Unemployment Insurance Service's Ul Data Base (UIDB).

aThe disaggregations of new initia claims and first payments into EUC phases are approximations. Data in the UIDB on these measures are

provided on a monthly basis. The estimates of these measures in each EUC phase were calculated by multiplying the measure in a month
by the fraction of business days in that month in each EUC phase, for months during which phase changes occur. Entries in the EUC phases
may not sum to the entry for al phases because of rounding.

bData on the number of optional claims are provided on a weekly basis in the UIDB. Since al phase changes occurred at the beginning of
aweek, the calculations provided are derived directly from the data.

“The disaggregation of benefits into EUC phase was computed by the Unemployment Insurance Service, U.S. Department of Labor using data
on drawdowns from the Treasury by fiscal year.



average TUR of nine percent.! Regardless of agtate's overal economic hedth, the legidation specified
that long-term unemployed clamants were digible for a least some additional compensation (13 weeks
during EUC-1).? EUC-1 had more than 1.6 million first payments, while benefits paid out equaled $6.7
billion.

The EUC trigger was the first use of the TUR as a mgor trigger device, railsing issues about the
accuracy of this measure, especidly in smaler states. Because the trigger rates specified in the EUC
legidation were relatively high, however, only nine states initidly qualified for the longer benefit period
dlowed. Clamantsin gates that did not meet these trigger requirements were digible for 13 weeks of
benfits.

On severd occasions, subsequent phases of EUC dtered the durations alowed. Under EUC-2,
whichbegan in February 1992 and provided $4.6 billion in benefits, durationswere increased from either
13 or 20 weeks to 26 or 33 weeks, respectively.®® This phase provided the longest benefit durations of
the five phases. Benefit durations for EUC-3, which lasted from July 1992 to March 1993, were either
20 or 26 weeks. EUC-3 aso contained provisionsto reduce potentia durations, depending on the national
TUR. EUC-4 had the same provisons as EUC-3, but the nationd trigger led to a reduction in duration
to either 10 or 15 weeks. EUC-5 reduced durations further to either 7 or 13 weeks. Each changein

duration required complex regulations for how former and current claimants would be treated.

11The adjustment consisted of including exhaustees during the most recent three-month period in the numerator.
12This policy was similar to that of previous emergency benefits programs.

13The increasein potential durations affected individuals who began collecting benefits during EUC-1 aswell asindividuals beginning
during EUC-2.
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An important feature of EUC was that, during most of the program, states were alowed to choose
not to activate the regular EB program during periods in which they qualified for that program. States
chose not to use EB; as aresult, EUC supplanted EB except for thelast two months of the program when
this option was not in effect. Because EUC was financed solely from federa sources, the sharing formula
for funding in the EB program was superseded during the 1990-1992 recession.

The EUC program included two other provisons that made the program both complex and difficult
to adminigter. Firgt, like previous temporary extensons, FSB and FSC, EUC included reachback
provisons that dlowed benefits to be paid to clamants who had exhausted Ul within a defined period
before EUC enactment. Specificdly, individuas who had exhausted benefits under claims with benefit
yearsending after February 28, 1991, could collect emergency benefitsif they remained unemployed, even
though the program was not enacted until November 1991. Subsequent modificationstothe EUC program
required states to notify claimants who had exhaugted their benefits of increases in benefit durations for
whichthey might bedigible. Theseincreasesincluded those resulting from new legidation (phase changes)
or the surpassing of trigger leves.

Second, during EUC-3 and EUC-4 (July 1992 to November 1993), claimants were, under certain
circumstances, permitted to choose between filing aclaim for regular Ul or aclam for EUC. Specificdly,
clamants who reached the end of a benefit year for regular Ul while collecting EUC could choose to
continue collecting EUC if they had some remaining digibility, rather than being required to establish anew
benefit year for regular UL, if they qudified.** Similarly, newly laid off daimants who had exhausted a

regular Ul claim during the period in which EUC wasin effect could choose between filing anew claim for

4 ndividualswho fileaninitial claim for Ul and who are determined to be eligible for benefits can collect benefits up to amaximum
amount when they are involuntarily unemployed. Eligibility for these benefits lasts a year--the benefit year.
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regular Ul or aclam for EUC based on their earlier benefit year. Claimants who reached the end of a
regular Ul benefit year without collecting al their potential benefitswere considered to have exhausted their
benefits, as well as damants who collected dl potentid benefits.

Thisprovisonwasintended to et claimants choose the more advantageous program and not beforced
to establish anew regular Ul benefit year at areduced weekly benefit amount. In doing so, however, the
provison had severd unexpected consequences. Firdt, by dlowing clamants to suspend digibility for
regular Ul to collect EUC, it created aStuation in which EUC benefits (which were financed from generd
revenues during this period) subgtituted for regular Ul benefits (which are financed through experience-
rated Ul taxes). Second, it artificialy reduced the number of new Ul claims, aseries closaly monitored as
a leading indicator of economic activity. Third, it created several adminidrative problems for states,
induding the need to explain this complex choice and its implications to clamants and the need to
reconfigure computer systemsto alow clamantsto exercisethisoption. Theprovison further complicated
adminigtration by having its own reachback element: states had to contact eligible claimants who filed for
anew benefit year prior to July 1992 and offer them the choice of programs.

States reported that more than amillion and a hdf initid EUC dams (about 17 percent of new initid
dams) were processed using this option.™> This provision coincided with the EUC phases containing the

highest leved of benefits paid: EUC-3 and EUC-4 provided claimants $8.6 and $7.0 billion, respectively.

15Table 1.2 indicates that more than 100,000 initial EUC claims were reported as processed under the option to defer regular Ul
in EUC-5, when the option had been repealed. Some states indicated that they had difficulty distinguishing EUC claims based on the
deferral of regular Ul from other EUC claims, and this difficulty may account for these reports.
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Changesinfunding for the EUC program mirrored funding changesfor previousemergency programs,
withfunding provided by the extended benefit UC Trust Fund when asufficient balance was available and
by genera revenueswhen it wasnot. For EUC, the trust fund was used to pay for benefitsduring EUC-1,
EUC-2, and EUC-5. Generd revenues were used for phases 3 and 4.

Fndly, the EUC amendments of 1992 affected both the permanent EB program and the EUC. In
additionto the option of declining to provide EB benefits, stateswere permitted (subsequent to the passage
of EUC-3) to adopt an alternative trigger based on the TUR for the permanent EB program. Durations
available under the EB program were augmented to provide up to 20 weeks of benefits if certain trigger
levels were reached, rather than exclusvely the 13 weeks available previoudy. We determine the extent
to which these changes permit the EB program to resumeitsrole asthe first line of antirecesson policy in

an overdl Ul program.

C. ISSUESRAISED BY THE EUC PROGRAM
This review of the historica experience with emergency extended benefits programs and of
experiences with the EUC program raises the following six questions, which we addressin the evaluation,
about the program in genera and the extended bendfits initiatives specificdly:
1. To what extent did EUC contribute to economic stabilization during the 1990-1992
recesson?

2. What arethe characteristics of individuaswho collected EUC benefits? Who collected EUC
under the option to opt for EUC ingtead of regular UI?

3. What were clamants labor market experiences? What effects did EUC itsdf have on
clamants labor market activities?

4. What were the fisca impacts of EUC on Sate trust funds?
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5. What difficulties were encountered in administering EUC? To what extent were these
difficulties endemic to temporary programs, and to what extent did they arise from the
complex design of the program?

6. Was EUC the relevant policy response, given the nature of the EUC casdoad? How might
future temporary extended benefits programs be designed to better serve clamants during
recessonary programs?

D. EVALUATION APPROACH

Our approach includes three basic components for addressing the issues raised in Section C. First,
we address macroeconomic issues by examining the number of claims and amount of benefit payments
under the EUC and regular Ul programs over time and among states. We aso compare the pattern and
amount of regular Ul and extended benefits payments during the EUC program with the patterns during
previous recessionary periods. For thisanalys's, weusenational and state-level datacollected for al states
from the Unemployment Insurance Data Base (UIDB). We supplement these data with data on
unemployment rates and other macroeconomic measures.

Second, we tabulate EUC recipients characteristics and compare them with those of regular Ul
recipientswho did not collect EUC, to addressissues about EUC recipients characteristics and behavior.
We compare these characteristics with those of recipients under the two previous temporary extended
benefits programs (FSB and FSC). These analyses are based on individua-level data from samples of
regular Ul and EUC recipients. Specifically, we collected adminigtrative records data on 28,420
individuals who collected regular Ul and/or EUC during the period in which EUC was available. These
data were collected from 18 states and weighted to represent the nation (see Appendix A). We also

collected more detailed data through a telephone survey on two subsamples of recipients-1,341 EUC

recipients and 963 Ul-only recipients. Because the telephone survey was conducted in 1996 and early
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1997, and to help minimize recdl problems, these subsamples were restricted to individua swho collected
EUC or could potentialy have collected EUC during the latter three phases of the program. The survey
samples were drawn from 16 States (2 states were unable to provide sample frame data in time to be
included in the survey) and weighted to represent the nation (see Appendix B for adiscussion of the sample
design and weighting, and Appendix C for adiscusson of the survey).

We a0 examine some EUC impacts on program adminigration, usng information collected through
informd discussonswith DOL and regiona DOL gtaff and through semistructured interviewswith program
adminigrators. It is extremely useful for the EUC evduation to examine adminidirative issues, because
temporary extended benefits programsinevitably create problemsfor administrators. Theseproblemsare
caused in part by the need to implement the programs rapidly and in part by specid provisons in the
authorizing legidation, often designed to ensure that particular groups of damantsaredigible. A thorough
understanding of the chalenges adminigtrators face operationdly helps to highlight the potentid strengths

and weaknesses of future employment security options.

E. OUTLINE OF THE REPORT

Theres of this report is divided into sx chapters describing our findings from the EUC evauation.
In Chapter 11, we examine the aggregate impact of EUC. Thisanayssincludes examinations of thetiming
of the EUC program reldive to the recession, the role EUC played in stabilizing the economy, and the
appropriateness of the triggers to determine EUC benefit durations.

Chapter 111 andyzes the characteristics of EUC recipients and their experiences while collecting

benefits. We compare the characteristics of EUC recipients with Ul claimants who did not receive EUC
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and with recipients of previous emergency benefits programs while dso examining the effects of EUC on
family outcomes (by looking at the antipoverty effects of EUC).

Chapter IV analyzes the labor market outcomes of EUC recipients. In particular, we examine
unemployment durations and post-unemployment labor market status and earnings. We dso examine the
effects of EUC on those outcomes.

Chapter V examines the fiscd impacts of EUC. Specificdly, we look a the impact of EUC on Ul
trust funds through two mechaniams: (1) the provison in EUC-3 and EUC-4 that alowed clamants to
choose to collect EUC instead of regular Ul benefits, and (2) the provision dlowing Sates to dect EUC
instead of EB.

Chapter VI documents the most important administrative problems associated with EUC. We
document state adminisirators perspectives on their experiences with the initia implementation of EUC,
the option to choose EUC ingtead of U, the reachback component, and other EUC provisions.

Fndly, Chapter V11 suggests|essonslearned through the EUC program for federal extended benefits
policy. These suggestions pertain both to the second-tier EB program and future third-tier emergency

extensons.
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Il. THE AGGREGATE IMPACT OF EUC

The primary purpose of extended benefits programsis to provide additiona Unemployment
Insurance (Ul) coverage to workers during periods of dack labor demand. Because such programs
are often implemented quickly, on an emergency bass, their benefits may sometimes not be well
targeted toward those labor markets in greatest need. In this chapter, we examine several aspects of
the overdl performance of the Extended Unemployment Compensation (EUC) program that seek to
illuminate this targeting question. The chapter uses mainly aggregete data, usudly taking the perspective
of the nation asawhole. Our primary focusis on comparing EUC to earlier extended benefits
programs as away of drawing some lessons from the more recent experiences. We are dso
concerned with assessing the timing of the EUC program and evauating its relationship to state labor
market conditions. In generd, we find that the size of the EUC program was appropriate for the Sate
of the labor market that prevailed in the early 1990s, but that its timing reative to the business cycle
could have been improved.

The chapter isdivided into four sections. In Section A, we provide an overal summary of
program activities and compare them to aggregate measures drawn from other extended benefits
programs. Section B assesses the cyclica adequacy of the EUC program by looking at the relationship
between program payment activities and the strength of labor markets as measured by the tota
unemployment rate (TUR). Using this summary of the EUC program’s cyclica paitern, Section C
examinesthe likdy stabilizing effects of EUC on the macroeconomy. Findly, Section D examinesthe
performance of the trigger mechanism used to implement the EUC program, with particular attention to
the relationship between that mechanism and the one used to implement the permanent extended

benefits (EB) program.
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A. SUMMARY OF THE AGGREGATE DATA

The EUC program provided $28.6 hillion in benefits, afigure which, in nomina terms, was
congderably larger than the amount provided by the Federa Supplementa Benefits (FSB) programin
the 1970s and the amount provided by the Federal Supplemental Compensation (FSC) program in the
1980s (see Figure 11.1). This pattern aso holds up when benefits are stated in red terms; by that
measure, EUC was il larger than FSB and FSC in totd program size (Figure11.2).

Another concluson that can be drawn from the figuresis that benefit payments under EUC were
somewhat less concentrated than were those under the earlier emergency programs. This may be
explained in part by the differing shapes of the recessions during these historica periods. The recesson
of the early 1990siswidely viewed as somewhat less steep, but perhaps more long-lasting, than the
recessions earlier emergency programs addressed. However, some part of the large benefit payments
under EUC that occurred well fter the recessonary trough may aso be explainable by the complex
dructure of the program--especidly its optiond clams feature, atopic we take up in the next section.

Findly, the figures highlight the fate of the EB program during the most recent recession. \Wheress,
in earlier recessons, red EB benefits were substantia and peaked somewhat earlier than did the

emergency benefits, benefits under this program were very smdl during the 1990s. For all

INational totals for benefits paid under extended benefits programs are shown in Figures 1.1 and 1.2 for theperiod 1971.1to
1995.4. For ease of presentation, benefit payments under the regular EB program are shown separately, but benefits under the three
“emergency” programs (FSB in the 1970s, FSC in the 1980s, and EUC in the 1990s) are shown as asingle series. Nominal benefit
payments are shown in Figure 1.1, whereasthe datain Figure I1.2 have been adjusted to real terms, using the Consumer Price Index
(CPI) (1982-83 = 100). Nominal total benefits were: $6.2 hillion (FSB), $9.8 hillion (FSC), and $28.3 hillion (EUC). Red tota
benefits (in 1982-83 dollars) were: $11.0 billion (FSB), $9.7 billion (FSC), and $19.9 billion (EUC). Datafor FSB were obtained from
Corson and Nicholson (1982). Datafor FSC and EUC were obtained from the Unemployment Insurance Service, U.S. Department
of Labor.
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FIGURE II.1
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FIGURE I1.2

REAL EXTENDED BENEFIT PAYMENTS
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practica purposes, EUC replaced EB. That result had mgjor consequences for the financing of
extended benefits during the recession of the early 1990s. It so poses achdlenge for the design of
extended benefits policy in the future.

The conclusions about red benefits payments are mirrored in data on first payments paid,
presented in Figure 11.3.2 First payments under EUC were, in fact, significantly grester than under the
other emergency programs--totaling about 9.2 million, compared to 6.1 million under FSB and 7.7
million under FSC. Again, this differenceislargely explained by the fact that EUC replaced EB, which
provided avery smal number of EB first payments during the 1990s recession. If EB first payments
are compared to EUC first payments, EB first payments during the peak quartersin the 1970s are
gpproximately equa to EUC firgt payments during peak quarters in the 1990s.

Individud states experienced widdly differing levels of EUC activity (Tablell.1). Thetable
reports data on first payments, weeks paid, and dollars of benefits per unemployed worker.®> For
example, whereas, on average, about 9 percent of unemployed workers received afirst payment under
EUC, seven dtates (Alaska, Connecticut, Didtrict of Columbia, Maine, New Jersey, North Carolina,
and Rhode Idand) had EUC first payments that averaged more than 14 percent of their total number of

unemployed workers. Similarly, total weeks of benefits of EUC averaged about 1.4

2In examini ng the data on first payments, it is important to recognize that many workers who collect a first payment under
the emergency programs also had received a first payment under EB. The extent of this double counting is greatest during the
recession of the 1970s and least during the most recent (EUC) period.

Srableln .1 reports three measures of EUC experience at the state level : (1) first payments, (2) total weeks paid, and (3) total
dollars of benefits. Because the states differ greatly in the size of their labor forces, we normalized all the EUC data by the average
number of unemployed workers during a quarter and then averaged these figures over the 11-quarter period that EUC benefits were
paid (1991.4-1994.2). Although this normalization isnot idea, it issufficient to permit theillustration of general trends.
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TABLEII.1

EUC PAYMENTSAND BENEFITS PER UNEMPLOY ED WORKER, BY STATE

EUC First Payments Total EUC Benefit Total EUC Weeks Total
per Unemployed  Dollars per Unemployed  Compensated per Unemployment

State Worker Worker Unemployed Worker Rate
Alabama 0.06 107 09 72
Alaska 0.16 462 28 85
Arizona 0.07 132 0.9 6.9
Arkansas 0.08 195 13 6.6
Cdifornia 0.07 292 19 9.1
Colorado 0.06 163 0.9 54
Connecticut 0.15 574 28 6.7
Delaware 0.07 207 12 54
DC 015 495 24 85
Florida 0.08 196 13 75
Georgia 0.07 156 11 6.0
Hawaii 011 34 16 4.6
Idaho 0.10 200 14 6.2
[llinois 0.09 243 13 7.3
Indiana 0.06 93 038 58
lowa 0.08 194 12 4.3
Kansas 0.09 241 14 4.8
Kentucky 0.07 173 12 6.4
Louisiana 0.07 108 09 7.8
Maine 015 378 24 7.6
Maryland 0.07 246 14 6.2
M assachusetts 0.09 579 20 7.6
Michigan 0.10 338 17 78
Minnesota 0.08 218 11 50
Mi ssi ssi ppi 0.09 143 12 73
Missouri 011 225 16 59
Montana 0.07 145 11 6.3
Nebraska 0.06 104 08 29
Nevada 0.10 243 15 6.8
New Hampshire 0.08 152 08 6.7
New Jersey 014 610 28 17
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TABLE I1.1 (continued)

EUC First Payments Total EUC Benefit Total EUC Weeks Total
per Unemployed  Dollars per Unemployed  Compensated per Unemployment

State Worker Worker Unemployed Worker Rate
New Mexico 0.03 101 0.7 712
New Y ork 014 473 25 80
North Carolina 015 197 13 53
North Dakota 0.09 14 11 4.6
Ohio 0.07 219 13 6.7
Oklahoma 0.06 149 09 6.0
Oregon 0.10 292 18 71
Pennsylvania 013 466 24 72
Rhode Island 017 611 30 83
South Carolina 0.07 147 11 6.9
South Dakota 0.03 33 03 34
Tennessee 011 185 15 59
Texas 0.07 179 11 73
Utah 0.07 150 09 44
Vermont 0.10 265 17 59
Virginia 012 147 10 57
Washington 0.08 238 15 74
West Virginia 0.06 189 11 109
Wisconsin 0.09 190 12 50
Wyoming 0.07 146 09 56
Mean 0.09 246 14 6.5
Standard Deviation 0.03 144 0.6 15

Source:  Computed from dataon EUC activity obtained from the Ul state reports database and datafrom the Current
Population Survey.
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per unemployed person in the nation as awhole, but four states (Alaska, Connecticut, New Jersey, and
Rhode Idand) had average total weeks of EUC of more than twice thislevel. Aswe show later, high
levels of unemployment in these states explain a sgnificant portion of these differences. Smilarly,
varidion in gates Ul bendfit levels combined with these differing EUC experiencesto yield avery high
variance in the dollar value of EUC benefits per unemployed worker among the states. For many
states, thisfigure averaged less than $150, but it exceeded $600 in New Jersey and Rhode Idand. In
generd, these results suggest that EUC payments were larger in some dates than in others. In

subsequent sections, we seek to evauate the efficacy of thistargeting in achieving the gods of the

program.

B. THE CYCLICAL ADEQUACY OF THE EUC PROGRAM

An important question concerning the EUC program is the degree to which the EUC program met
the needs of workers during the recession of the early 1990s. Assessing adequacy, however, is
necessarily arbitrary--there are no unambiguous criteria by which such an emergency program can be
sad to have performed adequately. Nevertheless, we bdieve that a careful examination of the temporad
and geographic concentration of EUC activities, together with comparisons to earlier programs,

provides an overdl picture of the program’s strengths and weaknesses.

1. National-Level Analysis

Table 1.2 provides four summary measures of EUC activities during the entire period of its
operation, compared to the earlier emergency programs, FSB and FSC. To focus these comparisons
grictly on the “extended benefits’ aspect of the EUC program, we have adjusted the nationd figuresto

eliminate the portion of EUC claims that arose from the Ul-optiona fegture of
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TABLEII.2

NATIONAL MEASURES OF CYCLICAL ADEQUACY

Real Extended and Real Extended and
Emergency Total Emergency Benefits Emergency Benefits per
Exhaustion Rate  Exhaustion Rate per Unemployed Long-Term Unemployed
Program Period (Percent) (Percent) Worker (Dollars) Worker? (Dollars)
FSB 63.7 148 402 1,139
FSC 832 250 243 612
EUC 61.1 24.1 270 798

Source:  Computed fromdataon EUC activity obtained from the Ul state reports database and datafrom the Current
Population Survey.

NOTE: Dollar figures include both EB and the emergency programs. EUC benefit totals have been adjusted by
eliminating optional claims. Theexhaustion rateswere computed over theentireemergency Ul periods. The
benefits figures refer to the highest quarters-FSB (1976.1), FSC (1983.2), and EUC (1992.2).

&The number of workers unemployed 15 weeks or moreis used for long-term unemployed workers.
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the program.* Although this adjustment is crude, we believe the resuiting data are more directly
comparable to data from the earlier emergency programs, than would be the unadjusted data.

The first measure, “emergency exhaustion rate,” which was computed by dividing tota emergency
exhaustions by total emergency first payments under the various programs, indicates that the EUC
program was smilar to the FSB program, in that gpproximately 61 to 64 percent of al recipients went
on to exhaust benefits. FSC exhaugtion rates were much higher than those under either FSB or EUC,
primarily because emergency durations were much shorter under the 1980s program.

As an dternative to these emergency exhaustion rates, we aso computed an estimated “tota”
exhaugtion rate that attempted to measure the fraction of dl workerswho received aregular Ul first
payment during the various recessions and who went on to exhaust emergency benefits. By this
measure, EUC was more smilar to FSC. Under both FSC and EUC, approximately one-fourth of dl
clamants recelving aregular Ul first payment went on to exhaust the benefits available from an
emergency program. This contrasts to the relatively low totd exhaugtion rate that occurred under the
FSB program (here, estimated as 15 percent.)®

These comparisons help illugtrate the role of the permanent EB program during various recessons.
During the recession of the 1970s, EB benefits were substantial and occurred before any FSB benefits

were collected. Therefore, assuming that practicaly al exhaustees from one stage of Ul benefits went

4\Ne used estimates computed from individual-level data of the number of recipients who were “EUC only” during Phase |11 and IV
of the program as representing the number of Ul-optional recipients. In all, such an adjustment served to reduce EUC first payments and
exhaustions by about 29 percent during these phases. Dollar-denominated EUC measures were reduced by about 23 percent.

Sin their study of the FSB program, Corson and Nicholson (1982) use a somewhat different methodology to calculate a total
exhaustion rate of 16-17 percent--a figure that, they point out, is well below exhaustion rates for regular Ul during periods of high
employment.
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on to the next, the tota exhaugtion rate for FSB represented the product of three numbers. the
exhaugtion rate for regular Ul (about 40 percent), the exhaustion rate for EB (about 60 percent), and
the exhaustion rate for FSB (about 60 percent). For FSC, the regular EB program played a greatly
reduced role. If only haf of al recipients used that program, its* effective’ exhaustion rate was about
80 percent. In combination with the observed FSC exhaustion rate of about 80 percent, this would
yield atotal exhaustion rate of 26 percent. Findly, the EB program was dmost completely replaced by
EUC in the 1990s; hence, a prediction of the total exhaustion rate of that program is about 24 percent.
By this measure, EUC did afairly good job of replacing EB during the recesson, in that the total
exhaudtion rate actudly was somewhat lower than it was for FSC. EUC, however, did not come close
to providing the protection for unemployed workers that the combined EB/FSB program did in the
1970s.

This broad conclusion is supported by the other entriesin Table I1.2, which show totd real benefits
paid under both EB and the emergency programs on a per-unemployed-worker basis. Regardiess of
whether these figures are computed on the basis of dl unemployed workers, or only on the basis of dl
workers unemployed 15 weeks and longer, the red level of extended benefits provided by EUC fell
somewhere between that provided during the FSB period and that provided during the FSC period.®
To put these figuresin perspective, red regular Ul benefits per unemployed worker averaged $522
over the entire period 1971.1 to 1994.4. Hence, all extended benefits programs paid benefits that
condtituted a sgnificant proportion of unemployment compensation during periods when the emergency

programs were in effect.’

6Real extended benefits per worker unemployed 27 weeks and longer were, of course, much larger than these figures--amounting to
$1,941in 1976.1, $978 in 1983.2, and $1,466 in 1992.2.

7Extended benefits (both EB and emergency) constituted about 34 percent of all UC benefits in each peak recessionary quarter.
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To gain further understanding of the cydlicd performance of EUC a the nationd leve, we
edtimated a series of descriptive regression equations using red tota unemployment compensation
benefits per unemployed worker as the dependent variable (results are reported in Table 11.3). The
first regresson used as independent variables only the TUR and three seasonal dummies,  Subsequent
regressions added other cyclicad measures on unemployment durations. All the regressons were
adjusted for significant first-order autocorrdaion in their residuas®

The equations reported in Table 11.3 explain the data reasonably well, and dl show strong cyclica
and seasonal influences on the real UC benefits series. There does appear to be some colinearity
between the TUR itself and the various durations measures used, dthough dl the results seem to accord
well with prior expectations. Focusing on equation 3, for example, we see that real UC benefits per
unemployed worker are estimated to increase by about $69 for each percentage point increase in the
TUR and by about $10 for each percentage point increase in the fraction of workers unemployed 27
weeks or longer. If, during a“typicd” recesson, the TUR increases by two percentage points and the
fraction of workers unemployed 27 weeks or longer increases by five percentage points, tota real UC
benefits per unemployed person would be predicted to increase by $188 (= 2 x $69 + 5 x $10).

We used this generd cdculation to gppraise the cyclica adequacy of al extended benefits
programs. To do that, least squares regressionsidentical to the form used as equation 3in Table 11.3

werefit to four data series over the 1971.1 to 1994.4 period: (1) total rea benefits per unemployed

8I n preliminary analyses atimetrend wasincluded in these regressions, but its coefficient was never significantly different from zero,
and that variable was not included in the models reported here.
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REGRESSIONS ON REAL TOTAL BENEFTS PER UNEMPLOYED WORKER

TABLEII.3

(1971.1t0 1994.4)
Equation
Independent Variable 1 2 3 4 5
Total Unemployment Rate 79.96** 57.71** 68.58* * 68.62** 57.44%**
(TUR) * * * * (15.90)
(14.31) (15.62) (14.82) (15.45)
Percent Unemployed More - 9.77** - -- 10.32*
than 15 Weeks * (5.66)
(312
Percent Unemployed More - - 10.28** - -82
than 27 Weeks (413 (7.33)
Average Duration of - - - 16.49** -
Unemployment (8.27)
Q1 201.68** 202.39** 202.03** 201.33** 202.40***
* * * * (927)
(9.72) (9.22) (9.40) (9.52)
Q2 65.33** 68.12** 65.34** 64.71** 68.27***
* * * * (10.71)
(1110 (10.56) (10.73) (10.86)
Q3 -3.93 -3.55 -350 -4.80 -3.56
(9.58) (9.08) (9.26) (9.38) 914
Constant -32.19 -185.32 -126.90 -220.71 -185.62
(124.74) (140.25) (136.37) (163.60) (140.86)
AR (1) 0.93** 0.94** 0.94** 0.94** 0.94***
* * * * (003)
(0.04) (0.03) (0.03) (0.03)
R? 091 0.92 0.92 0.92 092
Standard Error of
Regression 52.25 49.87 50.81 51.44 50.15
NOTE: Standard errors are in parentheses.

* Significantly different from zero at the .10 level, two-tailed test.

** Significantly different from zero at the .05 level, two-tailed test.
*** Ggnificantly different from zero at the .01 level, two-tailed test.
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worker, and its three condtituent parts. (2) regular benefits per unemployed worker, (3) EB benefits
per unemployed worker, and (4) emergency benefits per unemployed worker.®  An examination of the
resduas from these regressions leads to severa observations.

Fird, resduas estimated from the totd benefits equation had very different patterns during the
three emergency periods studied. For the FSB period, large positive resduas were the prevalent
pattern, averaging more than $300 per unemployed worker during the four quarters, 1975.2 to 1976.2.
Approximatdy three-fourths of this “unexplained” positive resdud arose from the EB and FSB
programs, with asmdler (dthough Hill postive) resdud being attributable to regular UI.

Second, for the FSC program period, this pattern was reversed. The tota benefits regression exhibited
negative residuds throughout most of the period, averaging nearly 1 $120 during both 1982 and 1983.
Again, perhgps as much as three-quarters of this shortfal was explained by the negative resdudsin the
EB and FSC regressions.’?

Third, the resduas exhibited no strong patterns for the EUC period. For total benefits, the
resduds had both pogtive and negative signs. Some of the quarterly residuas (for example, those for
early 1992) supported the notion that EUC succeeded in offsetting the EB shortfall during these
quarters, but this pattern was not uniform throughout the EUC period, and the later part of the period

exhibited negative residuas. Therefore, from the perspective of these regressons, EUC again

9To preserve the property that the residuals sum properly to totals across the regressions, these equations were not adjusted for
autocorrelation.

10This pattern of residuals for FSC is similar, although not identical, to that reported in Corson, Grossman, and Nicholson (1986).
The primary difference here is that the total and FSC residuals are more uniformly negative than in the earlier report. Apparently, the
additional data availablefor the regressions (especially those related to EUC) provide stronger confirmation of the modest size of the FSC
response.
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appeared to be a midsized response to the recession of the early 1990s, faling between the
experiences during the FSB and FSC periods.

For many years, andysts have been concerned that delays in the implementation of emergency
programs may result in their benefits being recelved wdl| after labor markets have recovered from
recessons, thereby both reducing these programs’ anti-recessionary effectiveness and targeting benefits
to large numbers of workers who are not “recession victims.” Figures|1.4 to 11.6 address these issues.
All the figures contain shaded bars that represent National Bureau of Economic Research (NBER)
reference cycles recorded on a peak-to-trough basis. Although the use of NBER dating may not be
ided from the perspective of Ul policy (snce labor markets usudly lag behind the business cycle as
measured by the NBER), this method of dating iswidely used and has been employed in prior research
on extended benefits policy. Hence, we use this shorthand method for categorizing business cycles
here.

Benefits paid under the three mgjor emergency programs of the past 20 years dl peaked well after
the cyclicd troughs (Figure 11.4). For EUC, the gap was especidly large. Red EUC benefits per
unemployed worker peaked in 1992.2, nearly five quarters after the cyclical trough in 1991.1. On the
other hand, for FSB and FSC, real benefits per unemployed worker tended to peak between
two and four quarters after their respective cyclica troughs!* Part of this disparity can be explained by
the relaively dow recovery from the 1991 recession, but the differenceis fill surprising, given the
important role EB played in the previous recessons. That roleis highlighted in Figure 11.5, which
clearly shows the cydlica sengtivity of the EB program prior to the 1990s. In the recessons of the
1970s and 1980s, red EB benefits per unemployed worker grew very rapidly even before the cyclical

troughs. Thiswould have resulted in adelay of emergency benefits for alarge number of

YESB benefits peaked in 1976.1 (trough 1975.1), FSC in 1983.1 (trough 1982.4).
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FIGURE I1.4

REAL TOTAL BENEFITS UNDER EMERGENCY PROGRAMS
PER UNEMPLOYED PERSON
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FIGURE I1.5
REAL EB BENEFITS PER UNEMPLOYED PERSON
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clamants until they reached their “third tier.”  Although there was aminor increase in EB benefits shortly
after the cydicd trough in 1991.1, implementation of EUC in combination with long-standing difficulties
with the EB trigger mechanism severely constrained the responsiveness of the permanent program.

Findly, Figure I1.6 uses the regresson methodology underlying Table [1.3 to gain further ingghts
into the timing question. That figure reports the resduds from equation 3 in Table 11.3 as an indicator
of the adequacy of the programmatic response to the various recessions.? The figure shows that total
real unemployment compensation per unemployed worker typicaly experiencesasmal decline early in
arecesson. After that, policy responses have varied widdy, ranging from the large increase associated
with FSB to the lengthy period of negative resduas associated with FSC. For EUC, the policy
response seems to have more than restored tota benefits to their predicted levels. Again, the overdl
lesson to be drawn from Figure I1.6 is thet, given its effective replacement of the permanent EB
program, the extended benefits component of EUC was generdly consstent

with earlier such extended benefits programs in terms of the severity of the recession in the early 1990s.

2. State-Level Analysis

State-level data on EUC can aso be used to evauate the program’s cyclica performance. Basic
measures of such performance areillustrated in Table 11.4. To achieve comparability among the states,
al data are presented on a per unemployed worker or per insured unemployed worker basis. The
entries in the table have been adjusted for the optiond claims feature of the EUC program--that is, they

refer only to the extended benefits aspect of the EUC program, not to its regular Ul

12AIthough equation 3 was estimated by maximum likelihood to control for autocorrelation, the residuals were computed such that
the predicted value of the dependent variable was not adjusted for autocorrelation.
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FIGURE I1.6

UNEXPLAINED RESIDUAL IN TOTAL REAL
UNEMPLOYMENT COMPENSATION BENEFITS
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replacement component. Overdl, the figuresin Table I1.4 exhibit consderable variahility in the impact
of EUC on dtates. For example, whereas adjusted EUC first payments per insured unemployed
worker averaged approximately 0.25, five states had figures over 0.35.12 Smilarly, dollarspadin
EUC benefits vary widdly acrossthe states. Adjusted dollars per insured unemployed worker
averaged $638 across al the dtates, but six of them averaged more than $1,100 per insured
unemployed worker.

The sgnificant variability exhibited by the figuresin Table I1.4 show that EUC triggers did dlocate
available funds differently among the states. To examine the properties of this targeting, we ran a series
of ample, ordinary least squares regressions on the state average figures. Explanatory variables
included both measures of the strength of the state labor market (the TUR) and measures of the
generosity of state Ul programs (results for these regressions are reported in Table 11.5). In generd,
these regressons explained at least half the variation in the sate-level EUC
data The measure of labor market strength (the TUR or the IUR) was dways Satigticaly sgnificant,
confirming the fact that EUC did achieve a Sgnificant degree of countercyclica targeting. The
estimated coefficients of the cyclicd variablesin Table 11.5 were rdatively low, however. For example,
each percentage point increase in the TUR was estimated to increase adjusted EUC first payments per
unemployed worker by 0.6 percent and to raise dollars of EUC by $27. Regressions that used the
IUR asacyclica measure gave smilar results, dthough these equations tended to fit the data somewhat
better than those that used the TUR. Coefficients for the I[UR tended to be 2 to 2.5 times the Size of

those for the TUR--a difference roughly in line with the magnitude of these variables.

13I n one state--Virginia--our estimate of adjusted EUC first payments per insured unemployed worker amounted to more that 0.51,
however, inconsistencies in the initial claims and first payments data reported by the state suggest that EUC first payments may be
overstated.
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TABLE 1.4

ADJUSTED EUC BENEFITS PER UNEMPLOYED AND
PER INSURED UNEMPLOYED WORKER

First Payments Total Dollars of Benefits Paid
All EUC Adjusted EUC All EUC Adjusted EUC
Per Per Unemployed Per Insured Per Per Unemployed  Per Insured
State Unemployed Worker Unemployed Unemployed Worker Unemployed
Worker Worker
Alabama 0.07 0.05 0.22 107 93 378
Alaska 0.16 0.13 0.25 462 396 754
Arizona 0.07 0.05 0.22 132 112 460
Arkansas 0.08 0.06 0.17 195 168 452
California 0.07 0.06 0.16 292 256 722
Colorado 0.06 0.05 0.20 163 142 581
Connecticut 0.15 0.13 0.31 574 532 1250
Delaware 0.07 0.06 0.16 207 177 482
DC 0.15 0.15 0.37 495 477 1192
Florida 0.08 0.07 0.31 196 180 745
Georgia 0.07 0.06 0.24 156 138 580
Hawaii 0.11 0.09 0.19 394 336 701
Idaho 0.10 0.09 0.21 200 172 433
Illinois 0.09 0.09 0.26 243 221 687
Indiana 0.06 0.05 0.23 93 80 369
lowa 0.08 0.06 0.18 194 167 487
Kansas 0.09 0.08 0.21 241 208 599
Kentucky 0.07 0.06 0.20 173 142 516
Louisiana 0.07 0.05 0.22 108 78 327
Maine 0.15 0.11 0.32 378 291 839
Maryland 0.07 0.06 0.20 246 214 683
Massachusetts 0.09 0.08 0.21 579 518 1359
Michigan 0.10 0.09 0.27 338 292 907
Minnesota 0.08 0.07 0.21 218 195 602
Mississippi 0.09 0.07 0.28 143 122 459
Missouri 0.11 0.09 0.26 225 196 562
Montana 0.07 0.06 0.19 145 126 378
Nebraska 0.06 0.05 0.15 104 89 263
Nevada 0.10 0.08 0.21 243 210 550
New Hampshire 0.08 0.06 0.34 152 138 631
New Jersey 0.14 0.13 0.33 610 570 1494
New Mexico 0.03 0.02 0.09 101 88 383
New York 0.14 0.12 0.33 473 411 1140
North Carolina 0.15 0.07 0.27 197 151 574
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TABLE 11.4 (continued)

First Payments Total Dollars of Benefits Paid
All EUC Adjusted EUC All EUC Adjusted EUC
Per Per Unemployed Per Insured Per Per Unemployed  Per Insured
State Unemployed Worker Unemployed Unemployed Worker Unemployed
Worker Worker
North Dakota 0.09 0.08 0.26 154 134 462
Ohio 0.07 0.05 0.19 219 188 643
Oklahoma 0.06 0.06 0.24 149 141 612
Oregon 0.10 0.08 0.19 292 246 600
Pennsylvania 0.13 0.11 0.25 466 412 993
Rhode Island 0.17 0.14 0.35 611 529 1238
South Carolina 0.07 0.06 0.22 147 128 471
South Dakota 0.03 0.02 0.11 33 29 146
Tennessee 0.11 0.09 0.28 185 160 491
Texas 0.07 0.06 0.29 179 159 734
Utah 0.07 0.06 0.23 150 129 519
Vermont 0.10 0.08 0.18 265 229 498
Virginia 0.12 0.10 0.51 147 127 687
Washington 0.08 0.06 0.16 238 201 489
West Virginia 0.06 0.05 0.21 189 158 678
Wisconsin 0.09 0.06 0.15 190 142 338
Wyoming 0.07 0.06 0.19 146 125 443
Standard Deviation 0.03 0.03 0.07 144 132 286

SOURCE: Computedfrom dataon EUC activity obtained from the Ul state reports database and datafrom the Current Population Survey.

NoTe:  Dataon EUC first payments and benefits are adjusted to exclude payments made under the EUC optional claims provision.
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TABLEIILS

REGRESSIONS ON STATE AVERAGES DURING EUC

(51 observations)
Adjusted EUC First Payments® Adjusted EUC Dallars?
Per Unemployed Per Insured Unemployed Per Unemployed Per Insured Unemployed
Worker Worker Worker Worker
Independent Variables 1 2 3 4 5 6 7 8
Totd Unemployment Rate .0058** .0153** 27.39%** 77.22%**
(TUR) (.0020) (.0062) (6.94) (14.27)
Insured Unemployment Rate 0135*** .0039 59.56* ** 86.68* **
(IUR) (.0027) (.0100) (8.59) (24.69)
Average Weekly Benfit .0006* ** .0005* ** .0007** .0008** 3.33%** 2.87*** 7.03*** 6.58* * *
Amount (.0001) (.0002) (.0003) (.0003) (:34) (.29) (.70) (.83)
Average Potentia Duration 1.0047** 1.0043*** 1.0150**  1,0133*** 1.94 10.87 112.17 16.32
(.0014) (.0012) (.0043) (.0045) (4.80) (3.52) (9.87) (12.07)
Constant .0466 .0606* * 3678*** 4533 ** VA74.54***  1407.79*** 1749.17** 1549,92*
(.0330) (.0285) (.1124) (.1161) (114.74) (91.84) (235.96) (263.92)
R? 51 .63 .30 21 73 .83 .76 .69
Standard Error of Regression .02 .02 .06 .07 69.90 56.72 143.73 162.99

NoTE  Standard errors are in parentheses.

3EUC firg payments and dollars are adjusted to diminate payments made under the EUC optiona claims provisions.
* Significantly different from zero at the .10 leve, two-taled test.
** Sgnificantly different from zero a the .05 levd, two-tailed test.
**x Sgnificantly different from zero at the .01 levd, two-tailed test.



Examination of the resduas from the equationsin Table [1.5 suggests that EUC activity acrossthe
dtates was consderably less variable than might be suggested by the raw data. Only four states
(Connecticut, Delaware, Massachusetts, and Tennessee) had figures for adjusted EUC dollars per
unemployed worker that were greater than one standard deviation above what might have been
expected, given thar characterigtics. Similarly, four states (Michigan, Minnesota, Washington, and
West Virginia) had averages more than one standard deviation below the figures predicted by the
regressons. For mogt states, however, characteristics of their unemployment compensation systems,
together with measures of locd labor market strength, explain EUC activity fairly well. Therefore, the
overdl complexity of the program appears not to have distorted in any mgor way its operation asa
traditional extended benefits program.

Finally, the state data can aso be used to gppraise the timing of the extended benefits portion of
the EUC program. To do so, we constructed a pooled data series for al the states covering the period
1991.4t01994.2. These data permitted usto eva uate whether the typica state's experience
suggested that EUC activity met the state’ s labor market needs during the period the program wasin
operation. Consequently, our modding of differences among the states over time relied on relaively
ample specifications. Typicaly, we included ameasure of cyclica senstivity (the TUR or the IUR),
together with quarterly and state dummy variables (a“fixed-effect” mode), as explanatory variablesin
regressions on adjusted EUC first payments and total benefits per unemployed person. Table11.6
reports representative results for these estimates.

The results suggest that, for the typica state, adjusted EUC firgt payments expanded rapidly once
the program was introduced, but that dollars of benefits paid in the first quarter of the program’s
operation (1991.4) were sgnificantly lower than might have been predicted by the severity of labor

market conditions at that time. Hence, the mid-quarter introduction of the program
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TABLEIIL6

POOLED REGRESSIONS ON EUC ACTIVITY
(1991.4-1994.2)

Adjusted EUC Firgt Payments Adjusted EUC Dollars per
per Unemployed Worker Unemployed Worker
Independent Variables OLS Fixed Effects OLS Fixed Effects
Totd Unemployment Rate 0047 ** 0032 ** 33.34*** 32.10%**
(TUR) (.0011) (.0011) (4.16) (4.18)
1991.4 .0314*** .0315*** 1170.95***  1170.88***
(.0063) (.0057) (24.40) (21.87)
1992.1 0237+ ** 0243+ ** 54.73** 54.70**
(.0063) (.0057) (24.40) (21.87)
1992.2 -.0039 1.0034 44.93* 45.40**
(.0063) (.0057) (24.40) (21.87)
1992.3 -0217*%** 11,0213 ** 140.84* 140.43*
(.0063) (.0057) (24.40) (21.87)
1993.3 .0069 .0066 18.66 18.32
(.0063) (.0057) (24.40) (21.87)
1993.4 -.0153** 1.0159** 19.04 18.51
(.0063) (.0057) (24.40) (21.87)
1994.1 -.0336***  1,0345*%** 103.78*** 104.84***
(.0063) (.0057) (24.40) (21.87)
1994.2 -.0792%**  1,0809*** 1185.03***  1188.50***
(.0063) (.0057) (24.40) (21.87)
Congtant 0534 ** 29.71
(.0077) (29.96)
R? 0.39 0.50 0.31 0.46
Standard Error of Regression 0.04 0.04 150.87 135.28
X? for Fixed Effects 113.29%** 136.83***

NOTE

Standard errors are in parentheses. There are 561 state-quarter periods.

* Sgnificantly different from zero a the .10 levd, two-talled test.
** Sgnificantly different from zero a the .05 levd, two-tailed test.
**x Sgnificantly different from zero at the .01 levd, two-tailed test.



and the lag in implementation that has characterized al emergency programs were readily gpparent in
the sate data. Overdl, it gppears that in 1994.4 EUC benefits per unemployed worker were about
$170 short of what the program provided in its later periods of operations, given labor market
conditions.

A somewhat surprising result of the pooled estimates involves the termination of EUC. Prior
studies of emergency benefits programs have suggested that alarge fraction of benefits are paid well
after the economy has recovered, thereby suggesting that more careful targeting would be appropriate.
However, because of the “long and shallow” shape of the recesson of the early 1990s, we did not find
that pattern repeated. |1nstead, the pooled estimates reported in Table 11.6 suggested that both EUC
firgt payments and tota benefits were sgnificantly lower in the fina two quarters of the program’s
operation (1994.1 to 1994.2) than might have been predicted by the relative strength of the Sates
labor markets. Indeed, the shortfdl of total benefits per unemployed worker in 1994.2 closdly
gpproximated the shortfal at the sart of the program in 1991.4. Therefore, it appears that
the peculiarities of the 1990s recesson may have atered somewhat the standard view of the timing of

emergency programs.

C. STABILIZING EFFECTSOF THE EUC PROGRAM

A mgor god of dl unemployment compensation programs is to stabilize purchasing power during
recessions, thereby fostering the future recovery of the economy. Regular Ul benefits meet this god
automaticdly: benefits expand as laid-off workersfile their initid clams. In prior recessons, the EB
program aso tended to play the role of automatic stabilizer, dthough in these cases, legidative changes
in trigger criteriawere sometimes used to ensure that the program performed its role in atimely manner.
Because emergency extended benefits programs are discretionary, they cannot properly be categorized

as “automatic” stabilizers. The benefits paid under emergency programs sill perform a potentiadly
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important stabilization role, however, especidly in the later stages of arecesson. In this section, we
examine how wel EUC played thisrole.

To evduate the stabilization properties of EUC, we first sought to characterize the declinein
purchasing power that accompanies recessons. We fit asmple exponentia time trend to redl
disposable income over the 1971-1995 period.!* Negative deviaions from this trend were then
regarded as measuring the cyclica declinesin purchasing power that UC benefits are intended to
dabilize. Severd conclusions can be drawn from an examination of this measure (Figure1.7). Fird, in
terms of purchasing power, the recession of the early 1990s appears not to have been as mild
astraditionally portrayed. Deviations of red digposable income of more than two percent below trend
occurred during more quarters of the 1990s than in any mgor recession in earlier decades. Similarly,
the tendency of the 1990s recession to linger on is readily gpparent in the data on purchasing power.
Although the officia trough of the recesson occurred late in 1990, large negetive resduasin redl
disposable income lasted into mid-1994. Findly, Figure 11.7 impliesthat tota lost purchasing power
during the complete 1990s downturn exceeded by a substantia margin tota lossesin earlier downturns.
In part, of course, these larger total 1osses are explained by the much larger size of the nationa
economy in the 1990s. But, even in percentage terms, the length of the 1990s downturn resulted in the

largest losses of purchasing power of al the downturns shown in Figure 11.7.

14We also investigated several other measures of recessionary declinesin economic activity, including real Gross Domestic Product
(GDP), real consumption spending, and national income. These indicators gave somewhat different appraisals of the relative severity of
the three recessions we investigated. However, all showed that the decline of the 1990s was of somewhat longer duration than were the
declinesin prior decades. Although we believe that the focus on trends in real disposable income is an appropriate one for appraising
stabilization policy, the fact that other cyclical indicators implied that the recession of the early 1990s was not as severe suggests that
caution should be exercised in interpreting our results.
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FIGURE IL.7

DEPARTURES OF REAL DISPOSABLE INCOME FROM TREND
LOGARITHMIC SCALE 1971.1 - 1995.4
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The rdatively unusud shape of the 1990s recession makes it difficult to compare the sabilization
properties of EUC to those of earlier emergency programs. In the latter periods, such gppraisas
usudly found that emergency benefits occurred too late in the recesson to have much sabilization
impact. EUC benefits followed asmilar trend, in that the program did not begin to pay benefits (in
1991.4) until three quarters after the NBER-desgnated recessionary trough (in 1991.1). Thisofficid
timing of the recession, however, may be mideading. Because the shortfal in purchasing power in the
1990s lasted far beyond the recessionary trough, such a caculation may not tell the full story here.
Throughout the years 1992 and 1993, EUC provided an important offset to the shortfdl in disposable
income; hence, the program may indeed have contributed to the economy’ s ultimate recovery in
purchasing power in late 1994. Table I1.7 provides some summary measures that help make this point.
In the aggregate, the gap in disposable income illustrated in Figure 11.7 was much grester in the 1990s
than in earlier recessons. Our smple time trend andlysi's suggests that disposable income fell $800
billion below trend during the period examined, versus
less that $300 billion in earlier recessions. In part, thislarger shortfal is explained by the growth of the
real economy over the period, but a more important explanation is the much greater number of quarters
that condtituted the 1990s shortfdl. Thefiguresin Table I1.7 show that adl unemployment compensation
benefits replaced a much smaler percentage of the large income shortfdl in the recession of the 1990s
than they did in prior recessons. EUC's replacement was aso rdatively modest, averaging 2.5 percent
of theincome shortfdl over the entire period. However, detalled examination of the timing of the
emergency programs suggests that EUC’ s replacement proceeded at a much more steedy rate over the
period than was the case for the other emergency programs. For virtualy dl the quarters of the EUC
program’ s existence, its benefits replaced between 2 and 4 percent of the estimated shortfal in

disposableincome. Figures for the earlier emergency programs
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STABILIZATION EFFECTS OF UNEMPLOYMENT

TABLEIIL.7

COMPENSATION PROGRAMS

1970s

1980s

1990s

Period Covered
Totd Quarters

Tota Disposable Income Gap
(1982-84 Dollars, Billions)

Percent Replaced by Emergency
Bendfits

Percent Replaced by EB and
Emergency Bendfits

Percent Replaced by All UC

1975.1-1977.2

10
280

3.7

7.6

254

1982.3- 1983.4
6
290

2.3

34

138

1991.4-1994.2
11
800

2.5

2.5

8.4
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were much more erratic. Both FSB and FSC provided large amounts of benefits during quartersin
which the income shortfal was either very small or nonexistent. Hence, these computations suggest
that, relative to other emergency programs, EUC had modest, but steady, stabilizing influence on the
economy during its period of operation.

Indeed, our analysis suggests that, if anything, EUC may have been phased out afew quarters too
early. Even by the third quarter of 1994, red disposable income remained nearly 2 percent below
trend--a greater shortfal than experienced thislate in either of the earlier recessons. Continuation of
EUC benefits a roughly the same levelsasin 1993.4 and 1994.1 into 1994.2 and 1994.3 would not
have resulted in replacement percentages any larger than those that characterized the periods of the
program’ s peak operations. However, the conclusion that EUC ended somewhat prematurely, from
the point of view of stabilization, is not supported by other measures of economic activity (such asred
GDP) which had largely returned to their trend growth paths by early 1994. Of course, usng EUC-
type programs to sustain rea incomes may be inferior to other types of programs (such astax

reductions), but we have not examined such programs here.

D. THE PERFORMANCE OF EUC TRIGGERS

Two aspects of the EUC program concern the extended benefits trigger mechanism and its
sengtivity to the trigger indicators and threshold levels used. Of mogt direct relevance isthe trigger
used in the program itsdf to implement digibility for “upper-tier” (longer potentia duration) benefits.
That mechanism sought to focus longer potential durations on especialy wesk labor markets, and there
isanatura policy interest in how sendtive the results were to the triggers used.  Of perhaps greater
relevance to overdl extended benefits palicy is the relaionship between EUC and the regular EB

program. Specificadly, adminigrative policy alowed EUC to supplant EB during the recession of the
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1990s. A naturd question, then, is: How would EB itsdlf have performed if this substitution had not

occurred? In this section, we develop a smulation methodology to address both issues.

1. Triggering Upper-Tier Benefits

Upper-tier potentia durations under the EUC program were available during 79 of the 561 state-
quarter periodsin which EUC wasin effect (Table 11.8).> Although this represents only about 14
percent of the periods in which the EUC program was avallable, we estimate that afar higher fraction
of EUC damants (approximately 26 percent) were digible for maximum durations. The primary
reason for the discrepancy isthat periods of EUC maximum benefits were likely to occur in weak |abor
markets and in somewnhat larger states (especidly California, where such maximums
were avallable throughout the EUC program). This tendency is more pronounced if the number of
EUC damantsis adjusted so as to diminate those who collected benefits under the optional provision
of the program. After making such an adjustment--an adjustment suggested by the desire to focus only
on EUC clamants for whom the program served as a true extended benefits program--the estimated
fraction of clamantsin upper-tier periods rises to more than 27 percent. Still, the fraction of EUC
clamants estimated to be digible for longer durations fell a bit short of the estimated fraction of
individuals who exhausted Ul benefits during periods in which the maximums were in effect. This
suggests that arelatively higher fraction of exhaustees did not continue on to EUC in the weakest |abor

markets.’® One possibility is that these exhaustees were

BPBecause EUC periods did not coincide precisely with calendar quarters, all the figuresin this section are necessarily estimates, even
for cases in which we seek to describe the operations of the actual program rather than simulate alternative scenarios.

16A simple computation from the final two columns of Table 11.8 suggests that only 77 percent of exhaustees went on to collect
EUC in maximum duration periods, versus 92 percent in regular duration periods.
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TABLEIIL8

PREVALENCE OF EUC UPPER-TIER POTENTIAL DURATIONS

EUC Periods? EUC Firg Adjusted EUC Regular Ul
Payments First Payments’ Exhaustees

Total 562 9,216,000 7,708,000 9,318,000
At Upper-Tier Duration 79 2,369,000 2,102,000 2,866,000
Percent at Upper Tier 141 25.7 27.3 30.8

*Refersto state-quarter periods--51 states over 11 quarters of EUC activity.

PEUC first payments are adjusted to diminate claimants who collected benefits under the EUC optiond
clams provison.
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more likely to stop actively searching for ajob and withdraw from the labor market in such locations,
but we have no direct evidence on this possihility.

To examine the possible consequences of using dternative triggering criteria for upper-tier benefits
within the EUC program, we developed a quarterly smulation model for the program over the period.
Cdlibrating this model posed severd difficulties, primarily because of the extremely complex nature of
the EUC program itself. In our attempt to smulate the program, we consstently overestimated the
extent of upper-tier periods when we used the program’ s actud trigger levels. Experimentation with the
amulations reveded that the primary difficulty lay in our esimated series for the insured unemployment
rate measure used in the program’strigger. That rate--the adjusted insured unemployment rate
(AIUR)--adds regular Ul exhaustees during the most recent three-month period to the numerator of the
IUR. Our estimates suggested that this addition raised the mean IUR from 3.3 to 4.2 percent during the
overal EUC period, and that it raised the mean IUR in upper-tier periods from 5.4 to more than 7
percent. Although we bedlieve our caculations of the AIUR to be correct, it is gpparent that these levels
suggest far more extensive periods of EUC upper-tier benefits than actually occurred. A possible
reason isthat actua triggering based on weekly data on the AIUR proved to be |ess generous than was
indicated by our quarterly gpproximations, but we were unable to examine this hypothesis.

Given these problems with our estimates of the AIUR, we chose to cdlibrate the smulation model
samply by raising the EUC trigger levd for the AIUR fromits actud vaue (5 percent) to aleve that
smulated the gpproximate level of upper tier periods (6.3 percent). Under this “base cass” smulation,
we estimated that EUC provided enhanced potentia durations during 80 periods (versus 79 in the
actud program) in Stuations in which 2.95 million exhaustees would have been dligible (versus 2.87
million in the actud program). Overdl, we found that this smulation correctly predicted the upper-tier
datus of 60 periods. That is, the smulation model was correct about three-quarters of thetime. We

viewed this agreement to be suitably close for the rough types of smulations we wished to undertake.
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Conseguently, we employed this base case to evd uate dternative trigger levels that might have been
used in the EUC program.

Our smulations (Table 11.9) show that EUC upper-tier periods were sengtive to the specified
levels of both the TUR and the AIUR. Each tenth of a point reduction in the TUR threshold below nine
percent added about 70,000 exhaustees to the set of workers potentidly eligible for the upper-tier
benefits, whereas each tenth of a point decrease in the AIUR threshold added about 150,000
exhaustees. Variationsin the TUR maintained greater consstency with the actual upper-tier periods
than did variations in the AIUR, thereby indicating some of the sengtivities inherent in ITUR-based
triggers. Many periods with overdl unemployment levels only dightly below nine percent would
not have been digible for upper tier benefitsif the AIUR trigger had been more stringent than it actudly

was.

2. Subdtitution of EUC for EB

One provison of EUC, which wasin effect until the last two quarters of the program, permitted
dates to decline to participate in the regular EB program when the State met the trigger criteriafor that
program. All states took advantage of this option to subgtitute EUC for EB. To estimate the extent of
that substitution, we developed a smulation modd of the EB trigger mechanism over the1991.4-1994.2
period. Results from those Smulations are summarized in Table 11.10.

As abase case, we edtimated that the EB trigger mechanism would have provided EB digibility



TABLEII.9

SIMULATIONS OF EUC UPPER-TIER DURATION PERIODS

(1991.4-1994.2)
Total Adjusted Insured Exhaustees Eligible
Unemployment  Unemployment Periods at for Upper Tier Periodsin
Simulation Rate (TUR) Rate (AIUR) Upper Tier (1,000) Agreement
Actual 9 5 79 2,866 79
Simulated Actual 9 5 160 4,938 76
Base Case 9 6.3 80 2948 60
TUR Variations
75 6.3 162 4872 68
8 6.3 116 3,685 63
85 6.3 9%5 3,283 62
95 6.3 7 2,557 55
10 6.3 75 2,557 55
AIUR Variations
9 55 123 4,052 68
9 6 A 3,403 62
9 6.5 73 2,655 56
9 7 59 2,173 49
9 75 51 2,040 44
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TABLEI1.10

SIMULATIONS OF EB PROGRAM TRIGGERS

(1991.4-1994.2)

Insured Total Exhaustees

Unemployment Unemployment Eligiblefor
Rate (IUR) Rate (TUR) EB

Simulation Trigger Threshold Trigger Threshold  EB Periods (1,000

Base Case 5 Yes 6.5 Yes 101 2953
Threshold Variants 5 No 6.5 Yes 137 3809
5 Yes 6.5 No 288 7216
5 No 6.5 No 295 7257
IUR Variants 45 Yes 6.5 Yes 103 2957
45 No 6.5 Yes 167 4809
TUR Variants 5 Yes 6 Yes 112 3039
5 Yes 6 No 358 7969
EB Upper Tier NA NA 8 Yes 39 1736
NA NA 8 No 84 3236

NA = not applicable.
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during 101 state-quarter periodsif al states had adopted the TUR aswell asthe IUR as atrigger.t’
Thiswould have resulted in nearly 3 million exhaustess of regular Ul potentialy being digible for EB.2
More than haf of these would have been igible for the “upper tier” (20 weeks) of EB rather than the
“lower tier” (13 weeks).

Our smulations aso showed that with modest variations in that program’ strigger criteria, many
more exhaustees could potentidly have been digible for EB. The most important of these variaions
would have been to diminate the thresholds in the current EB law that reguire unemployment rates
to exceed those in prior years by prespecified amounts. In the absence of such thresholds, especidly
those relating to the TUR trigger, the number of exhaugtees potentidly eigible for EB would expand
sgnificantly.'® Indeed, diminating the TUR threshold would have raised the number of digible
exhaugtees from less than 3 million to more than 7 million--a number that begins to resemble the
adjusted number of first payments under the extended benefits component of the EUC program (8.2
million). Modest variationsin the trigger rates themsalves would not have had such a substantid impact
on EB availability. Reducing the IUR trigger by haf a percentage point (to 4.5 percent) would have
had an imperceptible effect on EB digibility if the TUR and both threshold requirements remained in
effect. Lowering the TUR threshold to 6 percent (from 6.5 percent) would have expanded EB
eigibility somewhat (by perhaps 5 percent), but the thresholds would gtill have exerted a significant

condraning effect.

17The augmented trigger required an IUR of 5 percent, which exceeded the average of the prior two years' IUR by 20 percent, or
aTUR of 6.5 percent, which exceeded the prior two years’ average TUR by 10 percent. If the TUR trigger was not adopted, EB payments
would have been much smaller. Under that scenario, EB would have been available in 28 state-quarter periods for 714,000 exhaustees.

18Actual EB first payments totaled about 150,000 during the period, with the vast majority of them occurring in the final two
quarters of the EUC program’s existence, when the state option to use EUC instead of EB was not in effect.

1Thisfinding is similar to that reported in Corson and Rangarajan (1994).
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1. CHARACTERISTICSOF EUC RECIPIENTSAND THEIR
EXPERIENCESWHILE COLLECTING EUC

The Emergency Unemployment Compensation (EUC) program was introduced in response to a
percelved need to lengthen the duration of unemployment benefits for unemployed workers during the
1990-1993 recession. Because the duration of unemployment lengthens, unemployment compensation
benefits are often extended during recessions. Individuas who experience long spells of unemployment
may need alonger period of unemployment compensation, since other sources of income support may
be unavailable or are not sufficient to cover the temporary economic needs of recipients and their
families. Individuaswho experience long pdlls of unemployment during recessionary periods might
aso benefit from reemployment assistance or training, but efforts to increase the level of such services
typically have not been tied to extensions of unemployment compensation.

In this chapter, we examine the use of employment, education, and training service and the anti-
poverty effectiveness of EUC. We begin by examining the unemployment compensation experiences of
recipients who collected regular Unemployment Insurance (Ul) and/or EUC during the period in which
the EUC program operated. We aso examine the demographic and pre-layoff job characterigtics of
EUC recipients and compare them to a group of recipients who collected only regular Ul. We use
adminigrative data collected from the 18 gtates in our sample for our andysis of unemployment
compensation experiences, we aso use survey datafor our anadysis of the characterigtics of recipients
and their income and reemployment service receipt. Asdiscussed in Chapter |, the survey data were
collected for subsamples of EUC and Ul-only recipients in the 16 states that provided datain time for
incluson in the survey. To reduce recal error, the survey data are restricted to recipients who began
collecting EUC during the later three phases of EUC. Thisredriction isaso applied to the Ul-only
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sample by redtricting that sample to individuals who, if they had collected EUC, would have been likely
to collect EUC during its later three phases. Both data sets are weighted to represent nationd totals as
described in Appendix A.

Our andysis of the unemployment compensation experiences and characteristics of EUC recipients
indicates that it makes senseto think of the EUC program as having served two types of recipients. (1)
long-term, unemployed individuds, and (2) short-term, unemployed individuas. Prior temporary
extended benefits programs served long-term unemployed individuas because individuals could not
receive extended benefits until they collected dl their regular Ul benefits and, depending on the
program, extended benefits provided through the permanent Extended Benefits (EB) program. During
EUC-3 and EUC-4, however, individuas who had previoudy collected regular Ul and had used up
their benefits because they had collected dl their benefits or had reached the end of a benefit year were
alowed the option, when they filed an initid claim, of collecting EUC insteed of establishing anew Ul
benefit year. Our andysisindicates thet the vast mgority of individuas who choseto collect EUC
instead of establishing a new benefit year did not continue on to regular Ul. This group aso had
relatively low benefit exhaustion rates, and many appeared to be job-attached workers on temporary
layoff.

For this reason, we divide EUC recipientsinto two groups for our anayses. We combine
individuas who collected Ul then EUC or EUC then Ul into one group (labeed Ul-and-EUC) and
congder this group as recipients who received both first- and second-tier UC benefits. We use this
group when we make comparisons to extended benefit recipients under prior temporary extended

benefits programs. The other group (which we label EUC-only) are recipients who collected only EUC
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and who gppear more like our comparison group of Ul-only recipients. We dso present data for the
combined groups, to alow for statements about the entire population of EUC recipients.

The rest of this chapter conssts of five sections. Section A provides a description of the
unemployment compensation experiences of Ul and EUC recipients. Sections B and C provide
descriptions of their demographic and pre-layoff job characteristics. Then, in Section D, we examine
recipients use of public assstance or retirement benefits and see how use of these programs changed
as recipients made the trangtion from employment to unemployment. We dso examine household
income and poverty satus, aswell as EUC' srole in hel ping recipients maintain their household
incomes. Findly, in Section E, we examine the use of reemployment services and training and whether

long-term unemployed recipients could potentialy have benefited from more services or training.

A. UNEMPLOYMENT COMPENSATION EXPERIENCES

Approximately 22.5 million individuals received one or more weekly payments from state U,
Unemployment Compensation for Federd Employees (UCFE), Unemployment Compensation for Ex-
Sarvicemen (UCX), and/or EUC programs during the period in which EUC was available! AsTable
[11.1 shows, these individuas, on average, established 1.2 benefit years during this nearly three-year
period and received 23.4 weeks of benefits (17.1 Ul and 6.3 EUC), for atotal of $4,030 in payments

($2,942 from Ul and $1,088 from EUC). These averages mask considerable variahility.

Y\we defined the population of interest as individuals who either received an EUC payment or could potentially have received an
EUC payment if they had remained unemployed long enough. We defined thislater group asindividualswho received afirst payment from
astate Ul, UCFE, or UCX (hereafter referred to as Ul) program during the period January 1991 through September 1993, since these
individuals would have been €eligible to collect EUC if they exhausted Ul. Thisdefinition excludes somewho were eligiblefor EUC through
the reachback provisions, since those provisions allowedsomeindividual swho began collecting regular Ul prior to January 1992 to collect
EUC. However, we believe this definition captures the vast majority of individuals potentially eligible for EUC. Finally, our analysis
excludes the small number of payments made under the regular EB program during this period; we did not collect data on these payments
for the individuals in our sample.
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TABLE .1

UNEMPLOYMENT COMPENSATION EXPERIENCES OF INDIVIDUALS
ESTABLISHING BENEFT YEARS DURING THE EUC PERIOD

Number of Benefit Y ears (Percent)

1 79.8

2 17.3

3 2.7

4 0.3

Mean Number 12
Mean Weekly Benefit Amount $169

Mean Weeks Collected

Ul 17.1

EUC 6.3

Totd 23.4
Mean Benefits Recaived

ul $2,942

EUC 1,088

Total $4,030

Didtribution of UC Payments by Decile (Percent)
1 0.4
14
3.0
5.0
7.3
9.8
13.1
16.1
20.6
23.3

O o0O~NO UL WN

[
o

Number of Individuds 22,544,844
Sample Size 28,420

Source: Ul and EUC adminidrative data on samples of individuas from 18 Sates.

Note  Weindudeinthesampled! individuadswho received an EUCfirg payment and individua swho
received a Ul first payment in the period January 1991 through September 1994. Weinclude
those individuals receiving benefits from state Ul, UCFE, and UCX in the Ul category. The
edtimates are based on weights assigned to make the sample representative of the U.S.
population of UC benefits recipients (see Appendix A).
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While most individuas (80 percent) established a single benefit year, 17 percent established two
benefit years and 3 percent established three or four. The decile of individuals receiving the largest
payments received 23 percent of al dollars spent during this period, while the decile receiving the
lowest payments received less than one-half of one percent of total payments. These numbersimply
that the individualsin the highest decile received more than $9,000 on average (56 weeks of benefits)
and those in the lowest decile received $173 on average, or roughly one week of benefits.

Turning to an analysis of benefit years (Table 111.2), we can see that most of the benefit years (90
percent) established during the EUC period began with a spell of regular Ul, which, about 30 percent
of the time, was followed by a period of EUC collection.? The remaining 10 percent of benefit years
began as EUC first claims. Two of the 10 percent (five percent of EUC claims) were claims made
under EUC' sreachback provisons. The remainder, which accounted for 22 percent of EUC claims,
were EUC optiona clams. The vast mgority of these clams were EUC-only cdlams--that is, benefit

yearsin which an EUC, but no Ul, benefit was collected.

2The administrative records did not allow us to determine precisely which individuals who began collecting EUC did so under the
reachback provision and which did so under the provision allowing EUC to be collected instead of regular Ul. To address this problem,
we categorized claims as reachback claims if they occurred during EUC-1 or EUC-2 and the Ul first payment began prior to 1991(we
obtained Ul data for claims beginning in January 1991). This definition will incorrectly classify individuals who began collecting Ul in
mid-November through December 1990 as reachback claims, but this misclassification should affect only a small number of claims. We
categorized EUC claims as EUC optional claimsif they occurred after the beginning of EUC-3 and the time period between a Ul benefit
year begin date and the EUC first payment was one year or more. Individualswho met this criterion would have been required to establish
new Ul claims had the options | egislation not been enacted. This definition counts as EUC-optional claims afew claims established during
EUC-5, when the option was not in effect; however, dataon EUC optional claims reported by states also show a small number of optional
claimsduring this period. We al so distinguished between recipients who collected only EUC and those who collected EUC followed almost
immediately by a new benefit year anda Ul claim. We categorized recipients as “ EUC-then-UI” recipientsif the first payment date for
the new Ul claim was within 30 days of the last payment date of the EUC claim. Thisrequirement distinguished between recipients who
most likely did not have subsequent employment and recipients who may have interrupted their benefit collection by either a job spell
or time out of the labor market. While these definitions may not be accurate in all cases, they do provide a consistent way of defining
EUC first claims across the states in our sample.
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TABLEIII.2

UC EXPERIENCESBY BENEFT YEAR DURING PERIOD
IN WHICH EUC WASAVAILABLE

EUC-Only

Ul-Only UI-EUC EUC-UI Reachback EUCOption  Total

Distribution of First Pa’yments 62.9 26.8 12 20 71 100.0

(Percent)

Mean Weeks Collected
ul 117 233 16.8 00 0.0 138
EUC 0.0 165 16.8 182 119 58
Total 117 398 336 182 119 196

Distribution of Weeks Collected

ul 533 453 15 0.0 0.0 100.0
EUC 0.0 76.0 35 6.1 144 100.0
Total 376 544 20 18 4.3 100.0

Mean Benefits Collected

ul 1,963 4,161 2,610 0 0 2,383

EUC 0 2,946 2,835 2,858 1,869 1,012

Total $1,963 $7,107 $5,445 $2,858 $1,869 $3,395
Distribution of Benefits Collected

ul 51.8 469 13 0.0 0.0 100.0

EUC 0.0 781 34 5.6 13.0 100.0

Total 36.4 56.1 1.9 17 39 100.0
Exhausted Ul (Percent) 18.1 9.7 128 0.0 0.0 37.8
Exhausted EUC (Percent) 0.0 64.2 65.0 57.3 31.0 21.3
Exhausted Ul and EUC (Percent) 0.0 63.3 317 0.0 0.0 17.3
Sample Size 22,480 9,558 425 629 2,235 35,327

Source: Ul and EUC administrative data on samples of individuals from 18 states.

NOTE: We include in the sample al individuals who received an EUC first payment and those who received a Ul
firstpaymentintheperiod January 1991 through September 1994. Weincludeindividual sreceiving benefits
from state Ul, UCFE, and UCX in the Ul category. The estimates are based on weights assigned to make
the sample representative of the U.S. population of UC benefits recipients (see Appendix A).



The average recipient collected 20 weeks of benefits and about $3,400 per benefit year (Table
[11.2). Aswe discuss above, however, these averages mask consderable variability. For example, the
27 percent of recipients who collected Ul and then EUC collected 54 percent of dl benefits, while the
63 percent collecting only Ul collected 38 percent of the benefits. Furthermore, data on the distribution
of benefits by decile (not shown in the table) show that individuds in the highest decile collected 25
percent of al benefits and those in the lowest collected less than one-hdf percent. Interestingly, the
figures on the digtribution of benefits by benefit year are roughly identical to those reported in Table
[11.1 for individuas over multiple benefit years. Thisfinding implies that those who collected large
benefit amounts did so because they had along spell of benefit collection associated with asingle
benefit year, as opposed to severd spells over multiple benefit years. In other words, it implies thet, at
least during arecession, individuaswho tend to collect Ul in multiple years (often termed “ repeaters’)
have rdatively short spells and do not collect a disproportionate share of benefits over time.

Another issue worth conddering is the exhaustion rate, which provides a measure of the extent to
which the Ul and EUC programs provided adequate unemployment compensation coverage to
unemployed workers. Asshown in Table I11.2, we estimate that about 17 percent of al recipients
exhausted both tiers of benefits during the EUC period.® Thisrateislower than the 25 to 30 percent
Ul exhaudtion rate typicaly found during nonrecessionary periods, which suggests that the degree of
coverage of unemployment spells provided by the unemployment compensation system was somewhat
larger during the EUC period than istypicdly the case* However, one reason the exhaustion rate was

aslow asit wasistha some individuas who exhausted firg-tier benefits did not go on to collect

3\Ne define “exhausted” as collecting the full entitlement.

4For example, the national exhaustion rate for regular Ul was about 30 percent over the 1986-1990 period.
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second-tier benefits. Some of these individuads probably became reemployed quickly, while others
(some EUC-only recipients) may not have qudified for further benefits; however, some undoubtedly
could have collected further benefits but chose not to. An dternative calculation of the total exhaustion
rate, which assumes that everyone exhausting firg-tier benefits collects second-tier benefits, involves
multiplying the exhaugtion rate for tier one (assumed to be Ul) by the rate for tier two (EUC).
Conceptudly, this cdculation is the same as the one reported in Chapter 11, using aggregate data, and
our empiricd results, usng individud level data, are basicdly identicd. Namely, we estimate that during
the EUC period the Ul exhaustion rate was 42 percent and the EUC rate was 58 percent for atota
rate of 24 percent. Thisrateisat thelow end of the typica nonrecessonary range--which, again,
suggests that the combined UI-EUC programs provided adequate coverage as judged by historical
nonrecessionary standards.

Turning to an examination of the experiences of EUC recipients by phase (Table 111.3), we can see
how the changes made over time in the EUC program affected recipients experiences. Mean weeks
of EUC was longest during phases one and two, when potentia durations were the longest (26 or 33
weeks); mean weeks on EUC was shortest during phase five, when potentiad durations were the
shortest (7 or 13 weeks). As one would expect, the reverse occurred for the EUC exhaustion rate
among recipients who received both Ul and EUC: mean weeks collected and the exhaudtion rate
among reachback recipients were smilar to the averages experienced by other EUC recipients during
EUC-1 and EUC-2.

Findly, the EUC program experiences of EUC option recipients differed substantiadly from those
of other EUC recipients. These recipients had shorter durations than other EUC recipients who

collected during the same program phases, and they had substantialy lower exhaustion rates (less
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TABLE 1.3

EUC EXPERIENCES, BY PHASE

Didribution of EUC
First Payments Mean Weeks of EUC Exhaudtion

EUC Phase (Percent) EUC Collected Rate
EUC-1

Ul-and-EUC 9.9 19.7 55.7

EUC-only (Reachback) 4.0 18.8 56.9
EUC-2

Ul-and-EUC 11.0 19.3 54.6

EUC-only (Reachback) 1.3 17.6 56.9
EUC-3

Ul-and-EUC 23.6 17.5 63.9

EUC-only (EUC option) 9.4 12.6 33.9
EUC-4

Ul-and-EUC 24.0 15.7 69.4

EUC-only (EUC option) 9.1 11.7 27.8
EUC-5

Ul-and-EUC 7.1 7.3 75.7

EUC-only (EUC option) 0.6 7.0 34.0
Total 100.0 15.6 57.4

Source: EUC adminidrative data on samples of individuas from 18 sates,

NoTeE  The edtimates are based on weights assigned to make the sample representative of the U.S.
population of UC benefits recipients (see Appendix A).
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than 35 percent versus more than 60 percent). Overdl, these recipients accounted for 19 percent of al

EUC recipients, but they collected about 13 percent of EUC benefits.

B. DEMOGRAPHIC CHARACTERISTICS

Older, femae, and minority workers were disproportionately represented among long-term
recipients (those collecting Ul and EUC), compared to shorter-term recipients, who collected only Ul
(Tablelll.4). Thispattern is conssent with prior studies of long-term unemployment insurance
recipients including recipients of some emergency extended benefits programs (Corson and Dynarski
1990; Corson and Nicholson 1982; and Corson et d. 1986).

Other differences between long- and shorter-term recipients appear to be related to the nature of
the 1990-1993 recession and the industries and occupations most affected by it. While one might
expect that education level would be negatively correlated with duration of unemployment, the longer-
term recipients (Ul-and-EUC) had higher education levels than the shorter-term Ul-only and EUC-only
recipients. However, data presented in the next section show that the shorter-term recipients,
particularly the EUC-only recipients, were more likely to come from condtruction or manufacturing
industries and occupations than were the longer-term recipients. Jobs in these industries and
occupations tend to require less schooling than in other industries or occupations.

Comparisons of the Ul-and-EUC recipients to emergency extended benefits recipientsin the
1981-1983 recession aso show some differences, which are probably related to the nature of the
recessons. The earlier recesson was heavily concentrated in durable manufacturing, and, not
surprisingly, the proportion of Ul-and-EUC recipients who were female (44 percent) was grester than

the proportion (37 percent) found for recipients of Federal Supplemental Compensation (FSC), the
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TABLEIIl.4

DEMOGRAPHIC AND ECONOMIC CHARACTERISTICS
(Percent, Unless Stated Otherwise)

EUC Ul-and- EUC- ul-
Tota EUC Only Only
Percent Female 43.8 44.3 42.3 40.8
Agea Firg Clam Date
24 or younger 8.1 8.2 7.9 12.2
25t034 29.6 29.9 28.5 324
35t044 28.2 28.6 26.7 27.1
45t0 54 19.2 18.4 22.1 17.6
55t0 64 12.8 125 13.7 9.1
65 and older 21 2.4 11 15
Mean Age (Years) 40.1 40.0 40.2 37.9
Median Age (Years) 39.0 38.0 39.0 36.0
Race/Ethnicity
African American 15.9 16.9 124 9.8
Asan 1.0 0.9 15 2.0
Caucasian 69.7 68.9 725 74.0
Higpanic 8.1 8.1 7.9 104
Other 5.3 5.2 5.7 39
Highest Diplomaor Degree Received
Less than high school 17.8 15.0 27.7 16.6
High school/GED 48.8 49.0 48.0 54.4
Vocationa/Technica/BusinessAssociae' s 17.8 19.0 13.8 14.2
Bachdor's 105 115 6.9 10.5
Post-Bachelor’'s 3.0 3.6 0.7 34
Other 2.0 1.8 2.7 1.0
Household Size a Job Separation (Including
Respondent) 24 2.3 2.5 24
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TABLE |11.4 (continued)

EUC Ul-and- EUC- Ul-
Tota EUC Only Only
Married/Living Together at Job Separation 62.1 64.2 67.8 64.9
Widowed/Separated/Divorced 17.0 17.3 15.6 14.8
Never Married 20.9 185 16.5 20.3
If Married/Living Together a Job Separation,
Spouse/Partner Working 69.5 71.0 64.3 67.5
Has Children Under 18 at Job Separation 49.7 47.7 56.7 485
If had children, mean number 19 19 1.8 1.9
Pre-Unemployment Annua Household Income
$10,000 or less 52 5.0 6.1 51
$10,001 to $20,000 27.2 25.4 33.6 26.5
$20,001 to $30,000 20.1 194 22.7 234
$30,001 to $40,000 16.8 17.1 15.9 17.1
$40,001 to $50,000 11.7 12.3 9.8 10.9
$50,001 to $60,000 7.9 8.8 4.7 8.1
$60,001 to $70,000 4.2 5.0 14 2.8
$70,001 or more 6.9 7.2 5.8 6.1
Mean (Dallars) 33,973 35,166 29,748 32,537
Median (Dallars) 28,600 30,400 24,960 27,040
Unweighted Sample Size 1,341 1,043 298 963

Source:  Emergency Unemployment Compensation Survey.
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program in effect during the earlier recession (Corson et d. 1986).> In addition, Ul-only recipients
during the 1990s recession were dightly more likely to have been femae (41 percent) than Ul-only
recipients during the 1980s recession (38 percent), but the difference is smdler. These numbers stand
in contrast to the dight decrease in the percentage of the civilian labor force that has been female from
the 1980s to the 1990s, suggesting that females bore a greater portion of the 1990s recession than they

did in the 1980s.°

C. PRE-LAYOFF JOBSAND JOB SEPARATIONS

Many of the differences between Ul-and-EUC recipients and EUC-only and Ul-only recipients
can be explained by the recipients types of jobs and job separations (Table [11.5). The mgor
difference among these groups is that EUC-only recipients appear more job-attached than Ul and EUC
recipients or even Ul-only recipients. EUC-only recipients were more likely to report long tenure at
their pre-unemployment employers. For example, 48 percent of EUC-only recipients worked with
their previous employersfor five or more years, whereas only 35 percent of Ul-and-EUC recipients
worked that long with their pre-unemployment employers. However, EUC-only recipients were dso
more likely to report breaks in employment than either other group. Only 70 percent of EUC-only
recipients reported having worked continuoudy for their pre-unemployment employers, compared to
84 percent of Ul-and-EUC recipients, and 76 percent of Ul-only recipients. Similarly, EUC-only

recipients were dmost three time aslikely to report being laid off on aregular

5The percentage of EUC recipientswho are female, however, is slightly |ess than the 47 percent of Federal Supplemental Benefits
(FSB) recipients during the mid-1970s, who were female (Corson and Nicholson 1982).

Sin 1980, 42 percent of the civilian labor force were female, compared to 46 percent in 1994 (U.S. Bureau of the Census 1996).
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TABLEIIl.5

PRE-BENEFITS JOB CHARACTERISTICS
(Percentages, Unless Otherwise Stated)

EUC Ul-and- EUC- Only Ul-
Tota EUC Only
Weekly Wage
$200 or less 15.8 14.7 19.9 14.7
$201 to $300 20.8 19.7 24.9 215
$301 to $400 21.1 20.4 23.6 21.6
$401 to $500 11.5 12.4 8.3 13.3
$501 to $800 20.5 21.7 16.0 185
$801 or more 10.3 11.1 7.3 10.5
Mean (Dollars) 459 472 410 452
Median (Dallars) 380 400 338 375
Hours per Week
34 or less 8.7 8.0 11.4 8.9
35t0 39 4.8 4.5 5.9 49
40 47.3 45.9 52.4 44.3
41to 45 10.2 10.8 7.7 10.8
46 to 50 13.6 135 13.8 16.0
51 or more 154 17.3 8.9 15.1
Mean 43.9 44.6 41.3 44.0
Median 40.0 40.0 40.0 40.0
Job Tenure
Lessthan 6 months 7.7 7.4 9.2 9.7
6 to 12 months 13.8 14.6 11.0 11.9
13 to 24 months 13.7 13.9 13.1 17.7
25 to 36 months 10.8 11.7 7.3 10.0
3to5years 16.3 17.4 11.9 14.9
5to 10 years 15.8 15.5 16.8 16.5
More than 10 years 21.9 19.7 30.8 19.3
Mean (Y ears) 6.5 6.2 7.7 5.9
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TABLE I11.5 (continued)

EUC Ul-and- EUC- Only Ul-
Totd EUC Only
Worked Continuoudy During Pre-
Benefits Job 80.7 83.8 69.6 75.9
Had Layoff on aRegular Basis 9.2 6.6 19.3 12.3
Union Member 20.0 18.8 24.5 214
Industry
Agriculture/foredry/fishing 2.1 1.7 3.6 4.3
Mining 2.3 2.4 1.7 2.3
Congtruction 12.0 10.7 16.7 14.0
Durable manufacturing 18.1 16.8 22.8 16.9
Nondurable manufacturing 145 13.0 19.8 16.3
Transportation/public utilities 6.6 7.0 52 55
Wholesale trade 2.3 2.7 0.9 2.1
Retal trade 12.3 12.9 9.8 10.7
Financelinsurance/red edtate 4.9 5.9 15 34
Services 20.4 21.8 15.6 20.7
Public Adminigration 4.6 53 2.3 3.9
Type of Industry
Seasond industry 18.1 16.3 24.6 23.8
Pre-benefits job in high-growth
industry? 16.0 16.7 13.8 175
Pre-benefits job in low-growth
industry? 26.9 23.7 38.3 274
Occupation
Managerid/professond 124 139 6.9 10.0
Technica and related support 3.3 35 24 3.0
Sdes 8.2 9.4 4.0 7.1
Adminidrative support 19.8 22.6 9.8 17.0
Service occupations 8.1 8.2 7.5 6.8
Mechanics and repairers 5.2 5.3 4.9 4.0
Congtruction and extractive 8.1 6.9 12.3 9.3
Precison production 16 1.3 3.0 2.3
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TABLE I11.5 (continued)

EUC Ul-and- EUC- Only Ul-
Total EUC Only

Machine operatorsassemblers 19.0 15.2 32.3 22.7

Trangportation and materia moving

6.7 6.7 6.7 9.5

Handlers 5.8 5.3 74 4.7
Farming, forestry, and fishing 2.0 17 29 3.7
Unweighted Sample Size 1,341 1,043 298 963

Source:  Emergency Unemployment Compensation Survey.

aTwo-digit industries were ranked according to their employment growth rates between 1986 and 1990.
Industries representing the top 20 percent of employment in the fastest-growing industries are considered
high-growth industries.  Industries representing the bottom 20 percent of employment in the dowest-
growing (or fastest-shrinking) industries are consdered low-growth industries.
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bass than were Ul-and-EUC recipients. Ul-only recipients reported regular layoffs at arate that fell
between these two groups.

These patterns of job attachment are not surprising, in light of the differences in the industries and
the occupations of the recipients. About 60 percent of EUC-only recipients were employed in the
congtruction, durable manufacturing, and nondurable manufacturing industries, compared to 40 percent
of Ul-and-EUC recipients and dightly lessthan haf of Ul-only recipients. Both EUC-only and Ul-only
recipients were more likely to report being in a seasond industry than were Ul-and-EUC recipients,
and thereby more likdly to experience the short unemployment spells found among recipients of only
one UC program. Reported occupations of recipients are consstent with this pattern: EUC-only
recipients were more likely to have been machine operators or assemblers, or to have beenin
congtruction and extractive occupations, than were Ul-and-EUC recipients, who were more likely to
have been in managerid, professiona, or adminigtrative support occupations.

Long-term emergency benefits recipients during the 1990s recession were less likely to be in the
manufacturing industries (30 percent) than were emergency recipients during the 1970s and 1980s
recessions (44 percent and 40 percent, respectively), whereas a greater percentage of long-term EUC
recipients were in services or finance, insurance, and red estate. These differences are probably
related to differencesin the recessions, with the earlier recessions being more manufacturing-based;
however, the differences may dso arise in part because the share of the labor force in manufacturing
has declined over time.”

Given the differences among work histories of the recipient groups, we expect that Ul-and-EUC

recipients were more likely to be permanently separated from their employers than EUC-only and Ul-

7In 1994, 16 percent of employees worked in manufacturing industries, compared to 22 percent in 1980 and 26 percent in 1970
(U.S. Bureau of the Census 1996).

75



only recipients (the datain Table I11.6 indicate thet thisisthe case). Although approximately equd
percentages (73 to 79) of Ul-and-EUC and Ul-only recipients reported having been laid off, the
reasons differ substantialy. Thirty-one percent of the long-term EUC recipients reported that thelr
plant or facility moved, the company was sold, or the job or shift was eiminated, compared to 18
percent of Ul-only recipients, who were more likely to report “lack of work” as the reason for being
lad off. Asbefore, EUC-only recipients differed even more than the Ul-only recipients from Ul-and-
EUC recipients. EUC-only recipients were the group most likely to report “lack of work” asther
reason for job separation, and least likely to report that the plant closed, the company moved, or the
job or shift was diminated. Similarly, recall expectations were highest among EUC-only recipients and
lowest among Ul and-EUC recipients. Forty-nine percent of EUC-only recipients expected recal, 20
percent had a definite recal date, and 44 percent reported that they had been recalled. In contrast, 23
percent of Ul-and-EUC recipients expected recall, 3 percent had a definite date, and 14 percent had
been recalled.

Another measure of the severity of job lossisthe definition of “didocated worker” used by the
Bureau of Labor Statistics (BLS) in its Displaced Worker Survey. Under this definition, which takes
into account both the reason for job separation and job tenure, 19 percent of Ul-and-EUC recipients
could be classified as didocated, compared to only 6 percent of EUC-only recipients and 12 percent of
Ul-only recipients®

These findings on pre-layoff jobs and job separations show that EUC-only recipients were, on
average, more likely to be job attached than Ul-and-EUC and Ul-only recipients. Thisfinding is not

surprising, given the indudtries the recipients came from and given that EUC-only recipients must

8The BL S definesworkers as dislocated if they worked at the job they lost for three or more years and lost their job because (1) their
plant closed, (2) their employer went out of business, or (3) they were laid off and not recalled.
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TABLEIII.6

PRE-BENEFI TS JOB SEPARATION CHARACTERISTICS

(Percent)
EUC Ul-and- EUC- ul-
Total EUC Only Only
Reason for Job L oss
Lad Off2 745 734 785 754
Plant or facility closed/company
moved/merger/company sold 16.0 16.9 12.9 10.0
Job or shift eliminated 122 145 48 9.7
Lack of work 371 328 51.7 46.8
Job compl eted/temp job/seasonal job 37 36 49 39
Other 54 55 42 52
Quit 6.3 59 75 5.7
Retired 0.9 11 0.0 16
Fired 106 112 6.0 9.1
Other 78 80 6.8 82
Dislocated Worker® 165 194 6.2 117
Expected Recall® 283 225 49.0 3381
Had Definite Recall Date® 6.5 28 19.7 133
Was Recalled® 206 14.0 441 331
Unweighted Sample Size 1,341 1,043 298 963

Source:  Emergency Unemployment Compensation Survey.

aThe sample size categorized as “laid off” is greater than the sum of the sample sizes for the reasons laid off because
some responsesto the questionwhy the pre-benefitsjob ended were back-coded from“ other” to“laid off.” Back-coded
responses include: job completed/temp job/seasonal, reorgani zation/downsizing, company sold/moved/closed/ went
out of business, and enlistment up/end of term in service. Percent responsesto reason for layoff were scaled to reflect
the full sample of recipients categorized as laid off.

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

“Questions about expected recall statuswere asked only of respondentswho reported being laid off. Respondentswho

cited other reasons for job separation besidesbeing “laid of f” were assumed not to expect arecall, have adefinite date,
or have been recalled.
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have had a previous Ul benefit year before they could chooseto collect EUC firdt. That is, individuas
who had never previoudy filed for Ul benefits would not have been digible to choose whether or not to
collect EUC fird. Firgt-time claimants would have been required to clam Ul before EUC. Those
clamants who had previoudy collected Ul benefits, such asworkerslaid off and recdled periodicdly,
would have been digible to choose EUC fird. Although we cannot examine the issue directly, these
workers, or their employers, might aso have been better able to understand the complexities of the
choice offered between collecting Ul or EUC firgt, and therefore might have been more able to take
advantage of the option avallable, compared to clamants less familiar with the Ul system.

In summary, individuds permanently didocated from their pre-Ul jobs were more likely to end up
receiving both Ul and EUC than were job-attached individuas. They might aso be expected to have
different needs for assistance with their job search or additiona education or training than would the

job-attached recipients who ended up receiving either Ul or EUC.

D. THE ANTI-POVERTY EFFECTIVENESS OF EUC

Emergency unemployment benefits are provided as additiona, time-limited resources to individuas
and their families to tide them over while they look for work. Implicit in the emergency benefits
legidation is that other income sources, such as other government transfer programs and
spouse/partners incomes, do not provide sufficient support to maintain family incomes at an adequate
level. Indeed, it has been argued that emergency extensions are necessary to keep individuals and their
families from having poverty-level incomes. We explore these issues in this section by examining (1)
receipt of transfer payments, (2) the earnings of spouses/partners, and (3) family income relaive to the

poverty threshold and the role of EUC in maintaining incomes above the poverty threshold.
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1. EUC Recipients Useof Transfer Programs and Retirement Benefits

Families may increase the use of trandfer programs from pre-unemployment levelsto hep dleviate
the short-term financial needs experienced during unemployment. To assess the reliance of EUC and
Ul-only recipients on transfer programs and retirement benefits, we asked survey respondents about
their use of these programs, both during the six months preceding their first UC payment and during UC
benefit collection. Our analyss includes means-tested cash benefits, such as welfare; means-tested in-
kind benefits, such asfood slamps; retirement benefits, such as socid security and private pensions,; and
other benefits, such asworkers compensation.

We found that rates of receipt for each of these benefits were low for al groups, both before and
during the period of UC receipt (Table111.7). The highest rates of receipt occurred for socia security,
which was received by sx to eight percent of UC recipients. Rates of receipt for other benefits were
lower. Previous research dso found relatively low rates of retirement and public assistance receipt by
UC recipients during both recessionary and nonrecessionary times (Smith and Vavrichek 1990;
Corson and Dynarski 1990; and Corson and Nicholson 1982).

In generd, there were dight increases in the rates of receipt after unemployment, but the
differences were quite smal. The largest such increase occurred for the Ul-and-EUC group, where
five percent of recipients reported receiving food stamps prior to layoff and seven percent reported

recelving food stamps after layoff.
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TABLEIIIl.7

RECEIPT OF RETIREMENT AND PUBLIC ASSISTANCE BENEFITS
BEFORE, DURING, AND AFTER Ul AND/OR EUC RECEIPT

(Percent)
EUC Ul-and- EUC- Ul-
Totd EUC Only Only

Received Social Security:

Before Unemployment Benefit Recelpt 6.4 6.1 7.6 6.9

During Unemployment Benefit Receipt 7.3 7.0 8.2 7.4
Received Other Pension Benefits:

Before Unemployment Benefit Receipt 3.7 4.2 16 3.4

During Unemployment Benefit Receipt 4.3 4.9 2.0 33
Received AFDC, SSI, General
Assistance, or Other Welfare Benefits:

Before Unemployment Benefit Receipt 2.3 2.0 34 3.0

During Unemployment Benefit Receipt 3.7 3.0 6.3 2.7
Received Food Stamps:

Before Unemployment Benefit Receipt 4.6 4.9 35 3.8

During Unemployment Benefit Receipt 7.1 7.4 59 4.7
Received Workers Compensation or
Other Disability Benefits:

Before Unemployment Benefit Recelpt 3.0 34 15 2.5

During Unemployment Benefit Receipt 3.2 3.7 1.7 2.0
Unweighted Sample Size 1,341 1,043 298 963

SouRCE:  Emergency Unemployment Compensation Survey.
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In sum, recipients rarely used transfer and retirement programs, either before or during UC benefit
collection. We could not examine the reasons why UC recipients did not participate in these programs
to assess whether they would have been digible for them, but it is clear that this source of income was

insufficient to replace the income logt through unemployment.

2. Earningsof Spouses/Partners

An important source of income to families experiencing an income shortfdl attributable to
unemployment is likely to be the earnings of the spouse or partner. Income from this source may be
sufficient to support recipients and their families during the period of unemployment. Moreover, if
spouses/partners are able to increase their earnings substantialy, the need for benefit extensons may be
lower.

Information from our survey (Table 111.8) indicates that spouse/partner earnings were indeed an
important source of earnings for recipients with aworking spouse/partner; but there is no evidence that
employment rates and/or earnings were increased after unemployment. There were no noticeable
differences by recipient group. Specifically, 60 to 65 percent of each group reported being married or
living together unmarried, about 43 percent reported that they had a spouse or partner who worked,
and mean incomes from the spouse/partner averaged $6,500 to $8,000 per recipient. The spouse or

partner’ sincome averaged $16,000 to $19,000 for recipients with aworking spouse.

3. Family Poverty Rates
EUC was introduced to provide temporary income support for unemployed workers who,
because of the recession, needed additional timeto look for work. The implicit assumption was that

other sources of income were insufficient to provide adequate financia support to avoid depleting
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TABLEIIL.8

SPOUSE/PARTNER EMPLOYMENT STATUS AND EARNINGS
BEFORE AND DURING UC BENEFIT RECEIPT

(Percent)
EUC Tota Ul-and-EUC EUC-Only Ul-Only

Percent with Spouse/Partner:

Before UC Benefit Collection 624 619 64.2 64.8

During UC Benefit Collection 60.8 59.9 64.0 63.6
Percent with Working Spouse/Partner:?

Before UC Benefit Collection 432 438 410 435

During UC Benefit Collection 416 25 384 426
Mean Annual Earnings from
Spouse/Partner (Dollars):?

Before UC Benefit Collection 7,969 8,375 6,532 7,539

During UC Benefit Collection 7,832 8,265 6,293 7,493
Unweighted Sample Size 1,341 1,043 298 963

Source:  Emergency Unemployment Compensation Survey.

aStatistics for percentage with aworking spouse/partner and mean income from spouse/partner arefor theentire sample.
Recipients with no spouse/partner, or with a spouse/partner who was not working, areincluded in the calculations to
assess changes in income in response to both changed likelihood of having a spouse/partner who is working and
changed work effort by working spouses/partners.
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savings. We therefore examine two questions of policy interest: (1) Was the totd family income of
EUC recipients above the poverty line? (2) Would the recipients families have fdlen into poverty if
they had not received EUC?

To examine these questions, we compare average weekly totd family incometo family sze-
adjusted poverty thresholds during the sx months prior to receipt of UC and during receipt, including
and excluding UI/EUC benefits. “Family income’ includes recipients earnings, earnings reported for
the spouse/partner, and public assistance and retirement benefits.

Our andysis shows that, prior to the unemployment spdll, distribution of family income relaive to
the poverty threshold was very smilar for the Ul-and-EUC and Ul-only groups (Table 111.9). About
60 to 65 percent of the families had incomes above twice the poverty line, and 11 to 12 percent had
incomes below the poverty line, arate equd to the nationa rate for familiesin 1993 (U.S. Bureau of
the Census 1996). The EUC-only group was dightly lesswell off, with 46 percent having incomes
more than twice the poverty line and 15 percent with incomes below the poverty line.

Family income dropped after the recipients became unemployed and substantialy grester
percentages of clamant families had poverty-level incomes, despite UC benefit receipt. During the UC
benefit collection period, family income averaged about haf the income during the period immediately
prior to unemployment. Including UC benefits, 41 percent of Ul-and-EUC, 60 percent of EUC-only,
and 52 percent of Ul-only recipient families appear to have had incomes a or below the poverty line.

If EUC benefits were not available and were excluded from the family income during the EUC
benefit collection period, 70 percent of Ul-and-EUC recipient, and 77 percent of EUC-only recipients

would have been below the poverty levd if recipients or their families were unable to find
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TABLEIIIL9

FAMILY INCOME RELATIVE TO THE POVERTY LEVEL THRESHOLD

EUC Ul- and EUC-
Total EUC Only UI-Only
Pre-Unemployment Family Income
Mean Weekly Amount (Dallars) 653 676 572 626
As a Percentage of the Poverty Threshold
00t0 0.5 0.9 0.9 1.0 1.8
05t01.0 11.0 10.2 14.2 10.2
1.0to 1.5 125 11.3 17.0 14.7
15t020 14.6 12.6 222 14.3
20t03.0 219 21.0 21.2 19.8
Over 3.0 39.9 43.9 24.4 39.1
Family Income During the UC Collection
Period
Mean Weekly Amount (Dollars) 331 357 246 298
As a Percentage of the Poverty Threshold
00t0 0.5 20.4 15.8 36.6 31.0
05t01.0 24.7 25.0 23.7 21.4
10to15 19.8 21.3 14.7 16.6
15t020 12.2 116 14.3 9.5
20t03.0 115 13.3 5.2 12.0
Over 3.0 114 13.0 5.4 9.6
Family Income During the UC Collection
Period, Excluding UC Benefits
Mean Weekly Amount (Dallars) 173 183 135 171
As a Percentage of the Poverty Threshold
0.0t0o 0.5 62.5 61.0 67.7 61.9
05t01.0 9.0 8.9 9.6 9.5
10to15 9.2 9.1 9.2 10.3
15t020 6.7 6.6 7.0 4.9
20t03.0 6.6 7.7 25 8.0
Over 3.0 6.1 6.7 3.9 5.4
Unweighted Sample Size 1,341 1,043 298 963




TABLE I11.9 (continued)

NOTE:

Family income is the sum of the respondent’s income, spouse’s income (or partner’s income if
living with someone unmarried), retirement benefits, and transfer payments. Family income
before benefits collection is the average of tota income in the sx months prior to filing for
benefits; it assumes (1) that weekly earnings for the claimant are constant throughout the period,
since a high percentage of records contained missing start and stop dates for the pre-
unemployment job; and (2) that weekly earnings from the spouse/partner are constant, since we
did not ask start and stop dates of spouse/partner’ s employment.



jobs or increase their earnings in the absence of Ul benefits® To examine potentia behaviora
responses to the loss of EUC, we aso examined family income of EUC exhaustees following
exhaudtion. We found little evidence that exhaustees were able to increase family income rapidly.

These poverty rates are substantidly higher than those found in other studies of UC recipients. For
example, Corson and Nicholson (1982) estimate that 23 percent of FSB recipient families had poverty-
level incomes when collecting FSB, and Smith and Vavrichek (1990) estimate that 19 percent of mid-
1980s long-term Ul recipients and their families had poverty-level incomes. In the absence of UC, the
two studies estimate poverty rates of 33 and 46 percent, respectively. One reason for the differencesis
that the current study, unlike the other two cited here, may have less complete data on family income.
For example, the other two studies were able to include data on the earnings of family members other
than the spouse, as wdll as data on dividends, rent, and interest; but this study does not contain these
data. Another reason for the differencesisthat the FSB calculation refers to the year in which FSB
was collected while the other two refer solely to the period in which Ul or EUC was collected.

While this comparison to earlier studies suggests that the poverty rates reported here may be
biased upwards, an analyss of family structure and the components of income suggests thet the
numbers reported here may not be far out of line. The numbers reported in Table 111.4 indicate that the
average family size of EUC and Ul recipients was 2.4, which trandates to an average 1993 annud
poverty threshold of roughly $10,500. With an average UI/EUC weekly benefit of $169, recipients
who were solely or primarily dependent on their Ul benefit for income would have had poverty-level
incomes ($169 x 52 = $8,788). In contragt, the 40 percent of recipients with working spouses would

be unlikely to have poverty-level incomes, since average earnings of the spouse were more than

9 oss of Ul benefits would have had a similar effect on Ul-only family incomes.
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$16,000 in dl our daimant groups. These numbers suggest that poverty statusis highly correlated with
the absence of a pouse’ sincome, a finding confirmed in the Smith and Vavrichek (1990) study.

In summary, our andysis of family income relative to poverty thresholds suggests that EUC kept a
ubgtantid portion of families from experiencing poverty-level incomes during the period of EUC
collection. Other transfer payments and retirement benefits, without EUC, would not have kept these
families above the poverty level. On the other hand, the earnings of the spouse/partner were an
important and sizable source of family income, but this source was available only to the gpproximately
40 percent of recipients whose spouse/partner was working prior to the pre-Ul layoff. We found no

evidence of increased employment rates or earnings of the spouse/partner during the unemployment

pell.

E. RECEIPT OF REEMPLOYMENT SERVICESAND PARTICIPATION IN
EDUCATION OR TRAINING

EUC recipients employment and training needs may have differed from those of regular Ul-only
recipients. If so, the gppropriate policy response may have been to provide more reemployment
sarvices or education/training to these individuas before they began to collect EUC. While the need for
sarvicesis not easly measured without in-depth case studies of the skills and interests of each
individud, we explore thisissue in two ways. First, we examine the degree to which EUC recipients
used reemployment services and education and training. Evidence that reemployment services and
education/training were used by many recipients would suggest thet increased emphasis on service use
may be unnecessary, while evidence that reemployment services or education/training were used by few

recipients would suggest the opposite. Second, we examine whether EUC recipients had
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characterigtics such as low skills and education levels, which may indicate a need for employment and

training services.

1. Reemployment Service Use

Both Ul and EUC recipients could use job search and placement services provided by their state's
Job Service or Employment Service, and substantia fractions of both groups used services. Aswe
would expect, long-term EUC recipients (Ul-and-EUC) were more likely to use the Job Service than
shorter-term recipients (EUC-only and Ul-only). As Table 111.10 shows, about two-thirds of EUC-
and-Ul recipients reported using the Job Service, both while collecting Ul and while collecting EUC,
compared to about 50 percent of EUC-only and Ul-only recipients.’® However, despite the greater
likelihood of service use and the fact that Job Service registration was required during some phases of
EUC, 25 percent of long-term recipients did not report using the Job Service ether during Ul or EUC.
Thisfinding suggests that there is probably some room for increasing the leve of service use for long-
term recipients.

One potentid explanation for the fact that some recipients did not use the Job Service is that some
recipients were job attached and probably not in need of reemployment services. Data on the use of
Job Services by recdl status (Table 111.10) confirm that recipients with definite recall dates were much
lesslikely than other recipients to go to the Job Service; till, a substantid number of recipients with no

expectation of recall did not use the Job Service. The rate of use was highest for

10The rates of Job Service use are similar to those found in astudy of Ul recipientsin 1988. In that study, 64 percent of exhaustees
and 50 percent of nonexhaustees reported using the Job Service (Corson and Dynarski 1990). As in that study, the services most
commonly mentioned by recipients were (1) receiving referrals to jobs, (2) being taught how to apply for jobs, (3) receiving assistance
in applying, (4) receiving information on careers or occupations, and (5) receiving information about job training or education programs.
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TABLEIII.10

USE OF REEMPLOYMENT SERVICES OTHER THAN TRAINING

68

Ul-and-EUC EUC-Only UlI-Only
Recall Recall Recall
No Recall Expectations, Definite No Recall Expectations, Definite No Recall Expectations, Definite
EUC All Expectations No Date Recall Date All Expectations No Date Recall Date All Expectation No Date Recall Date
s
Received Services from Job Service
During Ul collection 711 71.1 713 72.8 54.1 - -- - - 47.6 50.3 52.0 27.1
During EUC collection 63.1 67.0 66.2 72.1 539 49.1 58.1 50.9 24.9 - - - -
During Either Ul or EUC 71.6 75.4 75.1 78.8 61.0 49.1 58.1 50.9 24.9 47.6 50.3 52.0 27.1
Collection
Received Services from JTPA or
Other Source
During Ul collection 20.1 20.1 21.8 155 4.2 - - - - 14.2 191 75 4.3
During EUC collection 14.3 15.9 16.8 135 44 8.6 135 41 23 - - - -
During Either Ul or EUC
Collection or After 22.3 25.2 27.1 20.5 44 8.6 41 23 14.2 191 75 4.3
Exhaustion 135
Unweighted Sample Size 1,258 981 763 189 29 277 138 85 54 943 551 251 141

SOURCE Emergency Unemployment Compensation Survey.



longer-term recipients who had no recall expectations (that is, Ul-and-EUC); even for this group,
however, aquarter did not use the services.

Similar patterns held for use of services from the Job Training Partnership Act (JTPA) or other
sources. Once again, a higher percentage of Ul-and-EUC recipients (25 percent) received services
from these sources than did EUC-only and Ul-only recipients (9 and 14 percent, respectively).
Recipients with recall expectations were less likely to receive services than recipients who were less job

attached.

2. Useof Occupational Training and General Education

During recessonary periods most unemployment compensation recipients are likely to have job
skillsthat will lead to jobs once the economy strengthens, and these recipients are not likely to need
further educeation or training to find ajob. However, some recipients lack employable skills and need
(or could benefit from) further education or training, either to find ajob or to increase their wages.
These recipients may or may not receive education or training while unemployed. Hence, an important
guestion is. To what degree do unemployment compensation recipients participate in education or
training programs?

Information collected in our survey about this question indicates that a modest number of recipients
did participate in training or education programs a some point between their first UC claim date and
our interview date, a period that averaged agpproximately three-and-a-hdf years. A dightly higher
percentage of Ul-and-EUC recipients (24 percent), compared to Ul-only or EUC-only recipients (14
to 17 percent), received education or training, with some recipients reporting participation in more than

one program (Table 111.11).1* However, not dl education or training

Uy heserates are higher than the ratesfor Ul recipientsreported in Corson and Dynarski 1990, for 1988 (16 percent for exhaustees
and 10 percent for nonexhaustees). That study, however, covered ashorter time period (about one year), and 1988 was a nonrecessionary
year.
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TABLEI11.11

USE AND TYPES OF EDUCATION OR TRAINING

RECEIVED BY BENEHTS RECIPIENTS

(Percent)
EUC Ul-and- EUC- Only Ul-
Total EUC Only
Number of Training or Education
Programs Participated in Between First
Claim Date and Interview Date
0 77.8 75.6 85.8 82.9
1 15.8 17.3 10.3 13.2
2 43 4.7 3.2 2.5
3 or more 2.1 2.4 0.7 14
Stat of Traning
Before beginning benfit recaipt 9.5 10.1 52 14.3
During benefit receipt 55.6 57.3 43.8 37.9
After benefit receipt, before job start 14.9 13.9 21.6 19.2
After job start 20.0 18.7 29.5 28.7
If Participated in Training or Education,
First Program Was
Skilled/occupationa training program
73.6 74.1 70.2 68.8
Genera education program 26.4 25.9 29.8 31.2
If Participated in Second Program, It Was
Skilled/occupationd training program
73.6 734 74.6 63.5
Generd education program 26.4 26.6 25.4 36.5
Unweighted Sample Size 1,341 1,043 298 963

SourcE:  Emergency Unemployment Compensation Survey.
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recelved between the first clam date and the interview date was in response to the unemployment spell.
Some recipients continued education or training they had began before collecting UC benefits, while
others began participating after becoming reemployed.®2 About 30 percent of the first education or
training program reported by Ul-and-EUC recipients, and 35 percent or more for EUC-only and Ul-
only recipients, began ether before or after the unemployment spell. Adjusting for the start date, we
find that about 17 percent of Ul-and-EUC and 10 percent of EUC-only and Ul-only recipients
participated in education or training programs that began while they were unemployed.

Participation in occupationd training programs was two to three times as common as participation
in generd education programs. Moreover, Ul-and-EUC recipients who received educeation or training
were more likely to recelve occupationd training than generd education, compared to EUC-only and
Ul-only recipients.

An examination of the characteridtics of thefird training program begun during the unemployment
spell (Table 111.12) indicates that common types of training were computer programming and data
processing; nursing, therapy, and other medical training; and business management, including sales*
The category labeled “ Other” represents alarge percentage of clamants' training, since the training
varied consderably. Common categories included in this category are police and correctiond work,

socia work and counseling, and food management.

12We cannot distinguish perfectly between training undertaken in response to unemployment and education or training begun for
other reasons. For example, aworker might have started atraining program in expectation of alayoff; alternatively, aworker may have
accepted a job for the short term to provide income while participating in education or training for a new career.

13Because sample sizes for the second and third programs are too small for comparisons to be meaningful, we focus on the first
program only.

92



TABLEI11.12

CHARACTERISTICS OF OCCUPATIONAL TRAINING STARTED
DURING UNEMPLOYMENT SPELL

(Percent)
EUC Ul-and- EUC- Ul-
Totd EUC Only Only
Typeof Training
Computer programming, data processing 12.7 111 24.7 14.9
Nursing, therapist, medical 134 125 20.3 18.2
Secretarid, word processing 39 3.6 6.4 2.7
Redl estate sales 3.2 3.6 0.0 0.0
Cosmetology, beautician 24 2.7 0.0 0.0
Teaching certification 3.6 3.6 34 2.7
Accounting, tax preparation 6.4 4.8 18.5 54
Truck driving 13 15 0.0 111
Bus nessmanagement/sales 11.0 105 145 12.9
Congtruction/carpentry/plumbing/mechanics 8.6 7.1 0.0 54
Other® 33.6 39.0 12.2 26.7
Program Included Some Genera
Education 22.8 23.0 20.9 25.3
Location of Training
Vocationd training center 17.0 16.6 20.1 16.6
Community college 321 32.2 314 215
Other college or university 11.2 104 17.3 4.0
Business school 1.9 2.1 0.0 109
Company 7.8 7.8 8.1 3.0
Adult education 7.2 7.0 8.6 133
Other 22.8 23.9 14.5 30.9
Program Was Paid for by:
Clamant 37.2 37.7 335 55.6
Clamant’ s family 2.2 2.5 0.0 2.9
Employer 7.9 6.2 20.9 10.9
Government agency 43.7 445 37.5 239
Government loan or scholarship 1.0 11 0.0 55
Privete organization 8.1 8.0 8.1 13

93



TABLE I11.12 (continued)

EUC Ul-and- EUC- Ul-
Totd EUC Only Only
Duration of Progran®
Lessthan 1 month 8.5 8.7 6.8 4.4
1 or 2 months 28.0 28.5 23.8 36.7
3to 5 months 215 20.0 32.9 14.8
6 to 11 months 8.2 8.2 8.6 12.0
12 to 23 months 9.6 8.4 19.2 10.7
24 or more months 24.3 26.3 8.6 214
Completion Status
Completed program 80.8 81.4 75.9 76.4
Dropped out of program 9.3 104 0.0 9.2
No specified completion 1.3 0.7 5.6 5.0
Stll in program 8.7 7.4 18.5 9.3
Was Program Useful in Obtaining a Job?
Usful 58.4 62.5 21.3 65.1
Somewhat ussful 18.9 16.6 40.5 8.4
Not useful 22.7 20.9 38.3 26.5
How Useful Is Program on Current Job?
Ussful 50.2 51.2 41.6 46.9
Somewhat useful 17.8 16.3 29.5 19.1
Not useful 22.2 23.5 12.0 27.4
No current job 9.8 9.0 16.9 6.6
Unweighted Sample Size 116 102 14 48

SoOURCE:  Emergency Unemployment Compensation Survey.

NoTe  Andyssis redtricted to survey respondents whose first education or training program that
started during the unemployment spell (either during benefit receipt or after benefit receipt and
before ajob start) was occupationd training.

aFrequent responses grouped in the “Other” category include: police or correctional work, social work and counseling, chef or food
management, basic job skills, graphic design or drafting, and water and waste management.

t\Ne asked survey respondents who could not recall the duration of the program whether it was less than six months or six months or more.
Of those who could respond, about half thought it was less than six months.



Ul-and-EUC weretwice as likely to have a government agency pay for the program, as were Ul-
only recipients.** About 75 percent of Ul-and-EUC completed the first occupationa training program,
and more than 60 percent considered the course useful in obtaining ajob. (Somewhat more thought
that the program was “useful” or “somewhat ussful” on the current job.)

In contrast to Ul-and-EUC, Ul-only recipients most commonly reported paying for their own
program. Their experiencesin how the training helped them ether to get ajob or maintain it were
amilar to those of the long-term unemployed. Sixty-five percent reported that the training was useful in
obtaining ajob; 66 percent thought it was useful or somewhat useful on the job.

The most common types of generd education courses taken by EUC and Ul-only were two-year
college courses (Table 111.13). Generd Equivdency Diploma (GED) classes, English as a Second
Language (ESL) classes, and noncredit adult education classes were dso common. Aswith
occupationd training, Ul-and-EUC recipients were more likely than Ul-only recipients to report that
their generd education courses were paid for by a government agency, athough paying for one sown
course was the most prevalent method. Half the courses taken by both EUC and Ul-only recipients
wereto last less than sx months.

In contrast to the occupationd training, larger percentages of EUC and Ul-only recipients
(18 percent and 41 percent, respectively) reported that they did not complete the genera education
courses, and alower percentage of recipients thought their genera education courses were useful in
performing their jobs. Common reasons for not completing the courses were finding employment and
being unable to afford to continue. Because the number of recipients who reported taking generd

education courses is extremey smal, caution should be used in interpreting these patterns.

Ywe ignore the EUC-only recipients, since the sample size is quite small.
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TABLEI11.13

CHARACTERISTICS OF GENERAL EDUCATION COURSES STARTED DURING

THE UNEMPLOYMENT SPELL
(Percent)
EUC Ul-and- EUC- ul-
Totd EUC Only Only
Type of General Education
High school 2.2 2.6 0.0 0.0
GED 20.2 19.0 28.1 8.2
English as a Second Language (ESL) classes 7.2 8.4 0.0 15.7
Noncredit adult education 16.4 15.8 20.2 19.7
Two-year college 23.1 26.8 0.0 32.8
Four-year college or university 15.3 155 135 4.8
Graduate or professona program 3.2 3.7 0.0 0.0
Other 12.4 8.3 38.2 189
Program Was Paid for by:
Recipient 45.9 44.2 56.4 60.2
Recipient’s family 2.7 31 0.0 0.0
Employer 0.0 0.0 0.0 6.9
Government agency 32.2 35.2 14.1 24.4
Government loan or scholarship 16.4 14.2 29.6 0.0
Private organization 2.9 3.3 0.0 8.5
Duration of Progran?
Lessthan 1 month 2.3 2.7 0.0 0.0
1 or 2 months 23.9 23.1 28.8 21.7
3to 5 months 315 27.1 58.7 20.0
6 to 11 months 14.3 16.7 0.0 10.1
12 to 23 months 3.3 3.8 0.0 0.0
2410 47 months 12.3 14.3 0.0 42.2
48 or more months 125 124 135 0.0
Completion Status
Completed program 76.2 725 100.0 58.8
Did not complete program 15.7 18.1 0.0 41.3
Stll in program 8.2 94 0.0 0.0



TABLE I11.13 (continued)

EUC Ul-and- EUC- Ul-
Totd EUC Only Only
Was Program Useful in Obtaining a Job?
Ussful 56.9 56.1 61.8 42.1
Somewhat ussful 21.6 25.3 0.0 8.2
Not useful 215 18.6 38.2 49.7
How Useful Is Program on Current Job?
Ussful 30.6 31.0 27.6 40.5
Somewhat useful 24.7 28.5 0.0 40.8
Not useful 24.9 19.7 58.4 123
No current job 19.9 20.8 141 6.4
Unweighted Sample Size 38 31 7 14

SOURCE:  Emergency Unemployment Compensation Survey.

NoTe  Andyss is redtricted to survey respondents whose first education or training program that
darted during the unemployment spdll (either during benefit receipt or after benefit receipt and
before ajob start) was a genera education course.

ANe asked survey respondents who could not recall the duration of the program whether it was less than

sx monthsor more. Of thosewho could respond, about 60 percent (65 percent of Ul-only claimantsand
45 percent of EUC clamants) thought it was less than six months.
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3. Indicatorsof Potential Need for Education or Training

In Section 2, we reported that 17 percent of the long-term recipients (that is, those receiving both
Ul and EUC) participated in education or training programs while unemployed, and that three-quarters
of these individuds participated in occupation-oriented training programs. An obvious question to ask
is whether other recipients might have benefited from participation in education or training programs.
Thisisadifficult question to answer, snce we do not know what the impact of participation would be
on employment and earnings. However, we can examine this question partidly by examining
characterigtics of recipients that are likely to reflect aneed for further education or training.

We examined two indicators of potentia need for education or training: (1) not having ahigh
school diplomaor aGED, and (2) earning less than $6 per hour a the pre-benefitsjob.”® By these
messures, substantial numbers of recipients might benefit from education or training (Table 111.14).
Specifically, about 35 percent of the recipients in the EUC-and-Ul and Ul-only samples had one or
more of these characterigtics, while about 7 percent had both characteristics. EUC-only recipients
were more likely to be high school dropouts and/or earn less than $6 per hour than were either Ul-only
or Ul-and-EUC recipients (44 percent, compared to 35 percent).

While these indicators suggest that substantial numbers of recipients might have benefited from

further education or training, the actud participation rate was consderably lower (about 16 percent);

15We also considered using two other measures as potential indicators of need for education or training: (1) having worked in an
industry that had experienced significant employment decline in the several years prior to therecession (from 1986 to 1990), and (2) not
expecting recall. When we used either indicator in conjunction with the other indicators of need for training, virtually all of the sample
wasconsidered to have potential need for training. We therefore rejected use of these measures asindicators of potential need for training.
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TABLEIII.14

INDICATORS OF POTENTIAL NEED FOR EDUCATION OR TRAINING
(Percent)

EUC Ul-and- EUC- Ul-

Totd EUC Only Only

Ex Ante Indicators of Potential Need for Training

Lessthan ahigh schoal diplomaor GED 17.8 15.0 27.7 16.6
Did Not Earn More than $6 per Hour a Pre-

Unemployment Job 25.5 25.6 24.9 24.5
Had Oneor More of These Characteristics 36.4 34.1 44.4 35.4
Had Both of These Characteristics 7.3 6.8 9.0 6.2
Unweighted Sample Size 1,341 1,043 298 963

SOURCE:  Emergency Unemployment Compensation Survey.
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interestingly, it was lower for recipients with low educationd levels or low pre-unemployment wages
than for recipients with higher education levels or higher pre-unemployment wage levels (Table111.15).
Rates of education or training participation were even dightly lower for individuas with both alow
education level and low pre-unemployment wages. These findings are mirrored in the data on Job
Service use rates of Job Service use were higher for individuas with no indicator of education or
training need than for those with such indicators. These results are congstent with results from a study
of Trade Adjustment Assistance (TAA) recipients. Recipients who participated in training had more
educstion, on average, than TAA recipients who did not participate in training (Corson et . 1993).
These findings suggest that providing additiona education and training services as part of
emergency benefits legidation might be useful, but we should not base a recommendation for additiond
education and training solely on the findings. For example, we found that a greater percent of EUC-
only recipients had low education levels or low wages than any of our other groups, but it probably
would not necessarily be beneficid to provide education and training to this group, snce EUC-only
recipients tended to be job attached. Before providing additional education and training, we need
evidence of the impacts these services have on the future earnings of workers. We aso need

information about which workers are most likely to benefit.
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TABLEI1.15

USE OF TRAINING AND JOB SERVICES, BY INDICATED
POTENTIAL NEED FOR TRAINING/EDUCATION
(Percent)

Ul-and- EUC-
EUC EUC Only  UI-Only

Had One or Both Ex Ante Indicators of Potential

Need for Training or Education
Received Training or Education 11.4 13.9 4.5 7.2
Went to Job Service 69.3 76.0 50.7 47.3

Had Both Ex Ante Indicators of Potentiad Need for

Training or Education
Received Training or Education 9.9 134 0.0 24
Went to Job Service 68.0 74.0 50.1 35.1

Had Neither Ex Ante Indicator of Potentia

Need for Training or Education
Recelved Training or Education 19.6 21.6 11.2 11.9
Went to Job Service 73.2 77.8 53.5 48.1
Full Sample
Received Training or Education 15.7 17.4 9.3 9.9
Went to Job Service 715 76.7 52.5 47.9
Unweighted Sample Size 1,341 1,043 298 963

SoOURCE:  Emergency Unemployment Compensation Survey.

NoTE  Thetables pertain to training/education that started during the unemployment spdll. “Went to
Job Service’ pertains to going to Job Service during Ul or EUC benefit collection or after
benefit exhaugtion.

We assume that respondents who did not report start dates of training or education were
proportionately aslikely to have begun these activities during benefit recelpt and before sarting
ajob as recipients who reported start dates. The figures are adjusted to include recipients
without dates.
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IV. LABOR MARKET EXPERIENCES OF EUC RECIPIENTS

Emergency extended benefits are intended to provide additiona income support during atime
when unemployment durations are expected to be longer. Because they decrease the economic
urgency for employment, however, the benefits may aso lead to longer unemployment spells. In this
chapter, we examine four aspects of Extended Unemployment Compensation (EUC) recipients
unemployment and post-unemployment labor market experiences. First, we describe recipients work
search activities during benefit collection and, after benefit exhaugtion, by exhaustees. Second, we
characterize recipients unemployment durations and examine the characterigtics of recipients who did
not return to work. Third, we report the characteristics of post-unemployment jobs for recipients who
became reemployed. Findly, we estimate the work disincentive effects of EUC on unemployment
durations.

Our findings indicate that many Unemployment Compensation (UC) recipients, particularly those
who had the mogt difficulty finding ajob (that is, the Unemployment Insurance [Ul]-and-EUC
recipients), had unfavorable reemployment outcomes. Despite active job search, it took many
recipients along timeto find ajob. Many were not successful in finding work in their pre-benefits
occupations or industries, and many took jobs that paid less or provided fewer hours of work than their
pre-benefits jobs. Many dso ended up having more than one post-benefits job within the period of

roughly three and a haf years that we examined.

A. RECIPIENTS WORK SEARCH PATTERNS
The work search patterns of EUC and Ul recipients may have differed, given recipients different

expectations about recdl to their former employers or their understanding of the requirements for
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collecting UC benefits! To explore thisissue, we asked sample members about the frequency and
intengty of thelr job search efforts at two points of time: (1) during their initia benefit collection period
under ether Ul or EUC, whichever they collected first; and (2) during their second benefit collection
period, if they collected both Ul and EUC. Consstent with our analysisin Chapter 111, we divided the
EUC sample into two categories of recipients. (1) recipients who collected both Ul and EUC, and (2)
recipients who collected EUC only. This dlowed usto investigate whether recipients who collected
EUC only were smilar to other recipients who collected EUC (but who were more likely to be long-
term unemployment recipients) or to recipients who collected Ul-only (recipients more likely to be
short-term unemployed).

The likelihood of searching varied across recipient groups. Almost 90 percent of long-term
unemployment recipients (who collected both Ul and EUC) indicated that they searched for
employment during both first and second benefit collection periods (Table 1V.1). This number is
ggnificantly higher than the 65 percent of EUC-only recipients and 74 percent of Ul-only recipients
who reported searching. Thisfinding is consstent with our findings in Chapter 111: EUC-only recipients
were more job attached than other recipients and, thus were less likely to need to search for work.

We asked recipients how many employers they contacted in person, by phone, and by mail during
the first benefit collection period and whether they contacted “more, less, or aout the same” number of
employers by these means during the second benefit collection period. On average, Ul-and-EUC

recipients who searched for work reported contacting four to five employers in person each

r o beeligiblefor EUC benefits, EUC legislation required recipients who collected EUC to conduct amore intensive job search than
was required of most recipientsin Ul programs.
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TABLEIV.1

WORK SEARCH INTENSITY DURING EACH BENEFIT PERIOD

(Percent, Unless Otherwise Stated)

EUC
EUC Ul-and- EUC- ul-
Total EUC Only Only
First Benefit Collection Period
Did Recipient Search for Work During First Benefit Collection Period?
Yes 87.6 90.7 64.7 73.6
No 12.4 9.3 35.3 26.4
Number of Employers Visited in Person Each Week
0 16.8 135 41.2 30.3
1to2 18.2 19.2 10.5 18.6
3to5 37.6 39.9 28.1 30.1
6 or more 27.4 28.4 20.2 21.0
Mean 4.7 4.8 3.3 3.8
Median 3.0 4.0 2.0 3.0
Number of Employers Contacted by Phone Each Week
0 425 40.8 55.5 56.5
1to2 14.2 14.0 15.5 11.0
3to5 21.1 22.0 14.1 15.8
6 or more 22.2 23.2 15.0 16.7
Mean 45 4.8 24 3.2
Median 2.0 2.0 0.0
0.0
Number of Employers Contacted by Mail Each Week
0 58.3 55.7 77.2 67.5
1to2 8.4 8.7 5.8 4.7
3to5 14.3 15.0 9.6 11.3
6 or more 19.0 20.6 7.4 16.6
Mean 3.8 4.2 1.4 3.3
Median 0.0 0.0 0.0
0.0
Unweighted Sample Size for First Collection Period 1,168 1,021 147 891
Second Benefit Collection Period
Did Recipient Search for Work During Second Benefit Collection Period?
Yes 87.9 87.9 -- --
No 12.2 12.2 -- --
Number of Employers Contacted in Person During Second Claim Period Compared
to Number Contacted in Person During First Claim Period
More 8.9 8.9 -- --
Less 17.5 175 -- --
About the same 73.6 73.6 -- --
Number of Employers Contacted by Phone During Second Claim Period Compared
to Number Contacted by Phone During First Claim Period
More 9.0 9.0 -- --
Less 14.7 14.7 -- --
About the same 76.3 76.3 -- --
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TABLE V.1 (continued)

EUC
EUC Ul-and- EUC- Ul-
Total EUC Only Only
Number of Employers Contacted by Mail During Second Claim Period
Compared to Number Contacted by Mail During First Claim Period
More 6.5 6.5 -- --
Less 14.7 14.7 -- --
About the same 789 789 -- --
Unweighted Sample Size for Second Collection Period 1,021 1,021 -- --
SOURCE:  Emergency Unemployment Compensation Survey.

NOTE:

We asked all survey respondents the question, “During the time you were collecting benefits on the claim which started
on (initial claim date), did you look for another job?’ If they responded “Y es,” we asked respondents, “ During that time
period, about how many different employers did you visit in person each week during that time period?” We asked
similar questions about contacting employees by phone and by mail. If arespondent had a second claim, we asked the
question, “During the time you were collecting benefits on the claim which started on (second claim date), did you ook
for another job?’ If arespondent said she or he searched for work during the first and second claim periods, we asked
respondents, “During the time you were collecting benefits on the claim filed in (second claim month and year), did you
contact more, less, or about the same number of employers (in person/by mail/by telephone)?’ If arespondent reported
(2) not searchingduring thefirst claim period, but (2) searching during the second claim period, and (3) reported contacting
employers (in person/by mail/by phone), we categorized her or him as having contacted more employers using that mode
duringthat time. We set the numbers of employers contacted in person, by mail, and by phoneto zero for claimantswho
did not search during the first benefit collection period. We set the number of employers contacted in person, by mail,
or by phoneto “less’ if claimants reported not searching during the second benefit collection period and they contacted
a least one employer using the method during the first benefit collection period. We set the number of employers
contacted to “about the same” if they reported contacting no employers during the first period or reported not searching
during the first period.

To ensure that we are comparing similar sets of respondents across collection periods and methods of searching, we
excluded 250 claimants who had missing data on any of these survey questions.
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week, and dightly fewer by phone and mail. Ul-only recipients who searched for work contacted
fewer employers, on average; EUC-only recipients who searched for work contacted the fewest.
During the second period, most respondents indicated contacting about the same number of employers
through each of these methods asthey had in the first period; of the remainder, more recipients
reported contacting fewer employers, rather than more. Although our survey questions were not
designed to assess whether recipients met the legidative requirement that their work search be
“systematic and sustained,” most long-term recipients reported substantial search effort. Work search
intengty was dightly higher during the earlier benefit collection period, compared to later, but it Hill
remained high.

Recipients who did not search for work gave various reasons for not searching during the benefit
collection periods (Table 1V.2). The most common reasons for not looking for work were that
recipients expected to get their old job back and that ill heglth or disability prevented them from
working or looking for work.

Receiving UC may ddlay some recipients work search efforts until they exhaust benefits,
suggesting that work search intensity should increase over time, but the overal pattern that emerges
from our datais not consstent with thisview. Datain TablesIV.1 and 1V.3 show that, during benefit
collection, Ul-and-EUC recipients who subsequently exhausted benefits reported searching at about
the same level as nonexhaustees, which suggests that low work search effort was not a mgjor reason
for theincreased length of their unemployment. However, some exhaustees reported decreasing their
work search efforts following benefit exhaustion--only 74 percent of exhaustees searched after
exhausting their benefits, compared to 90 percent during the first benefit period. These recipients may
have decreased their search efforts either because they were discouraged about the prospect of finding

work or because they had dready contacted dl the employersin their area,
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TABLEIV.2

MAIN REASONS FOR NOT LOOKING FOR WORK

(Percent)
EUC
EUC Total Ul-and-EUC EUC-Only UI-Only

During First Benefit Period

New job to start 2.0 0.0 3.7 1.8
Expected to get old job back/temporary |ayoff 58.2 32.8 78.5 68.0
In school or other training 6.2 13.3 0.5 2.4
Did not want to work or to look for work 1.6 25 0.9 0.3
Retired/about to retire 3.4 4.6 25 14
Believed no work available in line of work or 2.4 5.3 0.0 3.8

area

111 health/physical disability/pregnancy 11.4 19.9 4.6 3.8
Family responsibility/child care 17 3.7 0.0 0.6
Expected union to provide job 6.4 10.1 3.5 11.2
Other 6.7 7.8 5.8 8.4
Unweighted Sample Size 153 71 82 265
During Second Benefit Period

New job to start 8.8 8.8
Expected to get old job back/temporary layoff 21.8 21.8
In school or other training 24.9 24.9
Did not want to work or to look for work 0.4 0.4
Retired/about to retire 7.0 7.0
Believed no work available in line of work or 6.3 6.3

area

111 health/physical disability/pregnancy 13.0 13.0
Family responsibility/child care 3.0 3.0 --- ---
Expected union to provide job 9.8 9.8
Other 5.0 5.0
Unweighted Sample Size 106 106

SOURCE: Emergency Unemployment Compensation Survey.

NoTe:  Analysisrestricted to claimants who reported not searchingduring the first and second benefit collection periods, respectively.
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TABLEIV.3

WORK SEARCH INTENSITY BY EXHAUSTEES
(Percent)

Ul-and-EUC

Did Recipient Search for Work During First Benefit Collection Period?

Yes 90.4

No 9.6
Did Recipient Search for Work During Second Benefit Collection Period?

Yes 87.8

No 12.2
Did Recipient Search for Work After Exhaustion?

Yes 74.3

No 25.7
Unweighted Sample Size for Period After Exhaustion 413

SOURCE: Emergency Unemployment Compensation Survey.
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In sum, three patterns emerge from recipients reports of their work search intensity during and
after benefit collection. First, searches by Ul-and-EUC recipients who had lower expectations about
recal by former employers than did EUC-only or Ul-only recipients were more intensve. Second, the
majority of recipients who reported not searching said they did not do so because they expected to be
recalled. Third, long-term unemployed recipients decreased their work search efforts over time.
Although we can only speculate about the reasons for this, recipients may have become discouraged

after finding no job openings, or they may have run out of employersto contact.

B. UNEMPLOYMENT DURATIONS

We begin our andysis of the labor market experiences of UC recipients by providing some
descriptive gatigtics on the length of time recipients were without ajob. Although the Bureau of Labor
Satigtics (BLS) defines “ unemployment” as not working and either waiting to return to or actively
seeking ajob, we focus on the length of time individuas spent without jobs, since it is difficult to
determine from retrogpective survey data whether an individua would fit the BLS definition throughout
the period he or she was without ajob. We look first at al recipients, then at recipients who exhausted

benefits, and findly at recipients who did not return to work during the follow-up period.

1. UC Recipient Reemployment Rates
The cumulative percentage of UC recipients who became employed at quarterly intervals after
their first benefit payment (Figure 1V.1) shows that a number of recipients found ajob reatively quickly

but thet the cumulative rate of reemployment rises more dowly as unemployment spells
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FIGURE IV.1

CUMULATIVE PERCENT REEMPLOYED BY QUARTER SINCE THE FIRST
BENEFIT PAYMENT

100 Cumulative Percent Reemployed

90 -

70 -

60 -

All EUC
Ul-and-EUC

20

0 1 2 3 4 5 6 7 8 9 10

Quarters Since First Payment

SOURCE: Emergency Unemployment Compensation Survey.
NOTE: Quarters are based on when the first Ul or EUC payment was received and do not correspond to calendar

quarters. The sample sizes for the analysis are: 1,341 for all EUC recipients; 1,043 for Ul-and-EUC
reciniente: 20R for F11C-onlv recinients: and 963 for Ul-onlv recinients.



lengthened.? Sightly more than 25 percent of recipients became reemployed within one quarter of the
first payment, but the rate of reemployment three quarterslater (thet is, at the end of one year) was only
58 percent. It took two yearsfor 75 percent of recipients to be reemployed. Moreover, by the end of
our average three and a haf years of followup, amost 20 percent of recipients till had not become
reemployed.?

We dso show the cumulative reemployment rates for our EUC and Ul-only subgroups, athough
we caution that this figure can be used only for descriptive purposes, rather than attribute the different
reemployment patterns to participation in the EUC program. Not surprisingly, since recipients could
collect both Ul and EUC only if they were unemployed, the Ul-only and EUC-only recipients exhibited

higher reemployment rates throughout the follow-up period than did Ul-and-EUC recipients.

2. Exhaustee Reemployment Rates

Because UC benefits provide work disincentives, and incentives to obtain work increase as
exhaustion approaches, some recipients might be expected to obtain employment shortly after
exhaudting benefits. We explore this phenomenon in Figure 1.2, which shows the cumulative
percentage of Ul-and-EUC benefit exhaustees who become reemployed at different intervals. The
figure shows that some exhaustees found work relatively quickly--11 percent of the sample became

reemployed within one month of benefit exhaustion, and 26 percent were reemployed within three

2When we examine reemployment rates and unemployment durations throughout this chapter, we exclude 163 recipients who
responded inconsistently in our survey to questions about their reemployment. Because a greater proportion of this group than other
recipients had a definite recall date, excluding them most likely increases estimates of the proportion of the sample who never became
reemployed, as well as the average time to reemployment.

3The 20 percent figure is not shown in Figure IV.1, since that figure shows reemployment rates over the first two and a half years.
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FIGURE IV.2

PERCENT UI-AND-EUC EXHAUSTEES EMPLOYED SINCE BENEFIT
EXHAUSTION

65 Cumulative Percent Reemployed

o 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17

' Months Since Benefit Exhaustion

SOURCE: Emergency Unemployment Compensation Survey.
NOTE: The sample is restricted to Ul-and-EUC recipients who exhausted benefits from both programs.
The unweighted sample size is 545.



months. However, the figure al'so shows that a substantia number of exhaustees did not find jobs

quickly--about half the exhaustees were il without work one year after benefit exhaustion.*

3. RecipientsWho Did Not Return to Work

Subgtantial numbers of long-term and even short-term recipients (22 percent of Ul-and-EUC
recipients and 14 percent of Ul-only and EUC-only recipients) reported not having been reemployed
during an gpproximately three-and-one-half year follow-up period between the initid UC claim and our
interview. These high rates of reported nonemployment raise severd questions: (1) How doesthisrate
of nonemployment compare to that found for prior emergency benefits programs? (2) Who werethe
individuals who did not find jobs? and (3) Did the individuas who did not find jobs drop out of the
labor force?

Regarding the first question, data on Federad Supplementa Benefits (FSB) recipients indicate that
an even higher proportion of FSB than Ul-and-EUC recipients found no job over a comparable
period. Specificaly, 29 percent of FSB recipients did not find reemployment in the three years
between the Ul claim date and the interview (Brewster et al. 1978). Of these, 90 percent (26 percent
of the full sample) ended their unemployment spdlls by exiting the [abor force, and the rest were
continuoudly unemployed. This result could be expected, however, since FSB recipients were
consderably older than EUC recipients and were more likely to be collecting retirement benefits.
Unfortunately, data are not available for the Federa Supplemental Compensation (FSC) program to

make a Smilar comparison.

4‘I'hese reemployment rates for exhaustees seem consistent with those reported by Corson and Dynarski (1990). As we would
expect, that study, which examined a sample of regular Ul exhaustees who exhausted benefits during a nonrecessionary period, reported
reemployment rates larger than those reported here. Specifically, that study found that 25 percent found jobs within one month and just
over 40 percent had found jobs within three months.
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As regards the second question, recipients who never became reemployed had characteristics we
would expect to be associated with difficulty in becoming reemployed. These recipients were
ggnificantly more likely to be older (particularly those over 55), high school dropouts, and nonwhite
than recipients who became employed (Table IV.4). They were dso significantly more likely prior to
unemployment to have been low wage earners and didocated workers, and less likdly to have been laid
off and expect to be recalled. Moreover, these differences tended to be substantial. For example, 26
percent of the recipients who did not find ajob were over 55, while only 9 percent of recipients who
found ajob were over 55.

Finally, although we cannot address the third question directly (we do not have data on recipients
labor force datus at the interview date), we have some indirect evidence that many of the individuas
without jobs may, at some point, have dropped out of the labor force. For example, recipients who
never became reemployed were three times more likely than other recipientsto report having separated
from their previous employers because of illness or pregnancy, retirement, or “other” reasons.
Similarly, many recipients who did not become reemployed and who reported that they did not search
for work gave smilar reasons for not searching. In contrast, recipients who found jobs and did not
search generdly said that they were not searching because they expected to get their old job back or
were waiting for ajob to start. In addition, dthough these recipients were 50 percent more likely to
have been didocated from their previous job, they were less likely to participate in training or education

services than were recipients who found jobs.

C. CHARACTERISTICSOF THE FIRST POST-BENEFITSJOB
The long-term effects of unemployment depend crucidly on the type of job found. An gppropriate

benchmark for the qudity of employment outcomes is the recipient’ s pre-unemployment
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TABLEIV.4

CHARACTERISTICS OF RECIPIENTS BY REEMPLOYMENT STATUS
(Percent, Unless Otherwise Stated)

Not Reemployed Reemployed

Demographic Characteristics
Mean Age (years) 44.2 38.1***
Over 55 Years Old 26.1 9.4%**
Female 44.0 41.6
High School Dropout 29.5 13.5%**
Nonwhite 38.0 25, 1x**
Had Working Spouse Before Unemployment 39.2 44.4
Pre-Unemployment Job Characteristics
Employed in Manufacturing 29.3 32.3
Employed in Services 19.7 21.6
Earned Less than $6 Per Hour 38.2 22.4%**
Annual Pre-Unemployment Earnings (Dollars) 20,902 24,251***
Tenure>= 5 Years 41.0 34.7
Claimant’s Job Ended Because of:

Layoff? 63.3 75.0%**

I1Iness/pregnancy 6.9 1.3%**

Quitting 5.3 6.6

Retiring 2.7 1.2*

Getting fired 10.7 104

Other reason 11.2 5.6%**
Expected to Be Recalled 12.8 32.9%**
Woas a Dislocated Worker 20.4 13.5%**
Activities During Unemployment Spell
Did Not Search for Work During First Claim 19.0 17.0
Participated in Training or Education 10.7 22.5%**
Went to Job Service 53.0 56.5
Used Other Employment Services 11.9 18.2*%*
Unweighted Sample Size 384 1,757

Source;  Emergency Unemployment Compensation Survey.

NOTE:  Only jobsthat |asted two weeks or more are counted asjobs. About four percent of claimantswith jobs (that either ended
or did not end) could not report job start or stop dates, so job duration could not be determined. We inflated the
percentages reported to assume that jobs with missing durations were distributed among duration categories for each
claimant group in proportion to known job durations.

8 ncludes backcoded responses of claimantswho reported their job separation was because the job was compl eted, the term of service ended,
or the company downsized, was sold, or moved.

*Significantly different from zero at the .10 level, two-tailed test.

**Significantly different from zero at the .05 level, two-tailed test.
*** Significantly different from zero at the .01 level, two-tailed test.

116



job. We compare the jobs obtained by Ul-and-EUC recipients, both with their pre-unemployment
jobs and with the jobs obtained by Ul-only and EUC-only recipients, to assess how long-term,
unemployed workers fare compared to workers able to find jobs more quickly. We examine post-

unemployment job stability, industry, and occupation, as well as wages and hours worked.

1. Job Stability

Evidence from our survey indicates that many individuals who logt their jobs during the 1990s
recession, and who subsequently found a job, experienced further changesin jobs. In fact, recipients
who became reemployed during the average three and a hdf years we observed following their initia
UC claim were more likely to have two or more jobs than asingle one. About 29 percent of Ul-and-
EUC recipients reported having exactly one job since collecting benefits, whereas 48 percent had two
or more jobs (Table 1V.5). When we adjust for individuas who never had ajob, these numbers imply
that over 60 percent of reemployed recipients had more than onejob. The leve of job changing was
dightly lessamong Ul-only and EUC-only recipients, but it was il high. Fifty-five percent of Ul-only
and 53 percent of EUC-only recipients who became reemployed had two or more jobs.

Although thisleve of job ingtability might be typical for these individuals, we found that this was not
the case, that the post-benefits jobs appeared less stable than the pre-benefits jobs. When we
compared the duration of theinitia post-benefits job with the duration of the pre-benefits job, we found
that 33 percent of theinitia jobs obtained by Ul-and-EUC recipients lasted less than six months (Table
IV.6), compared to 7 percent of their pre-benefits jobs (Table 111.5). Similarly, 24 percent of the post-

benefits jobs found by this group lasted more than three years, compared to 53
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TABLEIV.5

NUMBER OF POST-BENEFITS JOBS

(Percentages)
EUC
EUC Ul-and- EUC- uUl-
Totd EUC Only Only Tota
Number of Post-Benefits Jobs
0 215 23.3 14.2 14.0 16.8
1 314 29.2 40.1 38.3 35.6
2 21.7 22.2 19.9 22.1 22.0
3 10.2 11.2 6.4 11.6 11.1
4 7.0 6.4 9.6 6.6 6.8
5 or more 8.2 7.8 9.9 7.4 7.7
Unweighted Sample Size 1,277 1,013 264 864 2,141

SoOURCE:  Emergency Unemployment Compensation Survey.
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TABLEIV.6

DURATION OF FIRST POST-BENEFITS JOB

(Percent)
EUC

EUC Ul-and- EUC-

Total EUC Only Ul-Only
Less than 6 Months 28.2 33.2 16.3 19.2
6 to 12 Months 18.0 16.4 30.5 25.4
1to3Years 25.1 26.8 26.6 28.3
More than 3 Years 28.7 23.6 26.6 27.1
Unweighted Sample Size 1,003 775 228 743

SOURCE: Emergency Unemployment Compensation Survey.

NOTE:  The duration of first post-benefits was computed accounting for the fact that the observation period was truncated for some
individuals. That is, individuals were taken out of the base when the observation period was truncated.
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percent of the pre-benefitsjobs.> Theleve of job ingtability was less for the shorter-term recipients,
but it was gill greater than we observed for the pre-benefits jobs. For example, over 16 percent of the
jobs abtained by Ul-only and EUC-only recipients lasted less than Sx months, compared to less than

10 percent of the pre-benefits jobs.

2. Industry and Occupation of the Post-Benefits Job

Not surprisingly, snce Ul-and-EUC recipients were least likely to expect or experience arecdl,
they were mogt likely to change industries and occupations between the pre-benefits job and first post-
benefitsjob (Tables V.7 and 1V.8). For example, 30 percent of Ul-and-EUC recipients were
employed in manufacturing in the pre-benefits job, whereas only 18 percent had a manufacturing post-
benefitsjob. The percent of Ul-and-EUC recipients who werein a service job increased as much as
those in manufacturing decreased. In dl, 68 percent of Ul-and-EUC recipients switched their industry,
and 64 percent switched their occupation at the two-digit classification level. EUC-only recipients and
Ul-only recipients were less likely to experience changesin their industry or occupation--at 38 and 50
percent, for industry, and 45 and 51 percent, for occupation, respectively.

These rates of changing indusiry and/or occupation are dightly higher than, but congstent with,
those found in previous research. Corson and Dynarski (1990) found that 58 percent of exhaustees
and 32 percent of nonexhaustees changed two-digit industries, while 53 and 32 percent changed
occupations, repectively. Because Ul-and-EUC recipients had higher rates of benefit exhaustion and

lower rates of expecting recal than recipientsin the earlier Sudy, and since these recipients were

5Our measure of post-benefits job duration becomes less accurate, the longer the duration, since our observation period becomes
increasingly truncated and the sample sizes become increasingly smaller.
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TABLEIV.7

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

TcT

(Percent)
EUC Tota Ul-and-EUC EUC-Only Ul-Only
Pre-Benefits First Post- Pre-Benefits  First Post- Pre-Benefits  First Post- Pre-Benefits  First Post-
Job Benefits Job Job Benefits Job Job Benefits Job Job Benefits Job
Industry
Agriculture/forestry/fishing 2.0 2.2 1.8 1.8 2.8 3.7 3.0 3.4
Mining 2.2 0.9 2.3 0.9 2.0 1.0 2.5 1.3
Construction 11.7 115 9.9 10.6 18.4 14.7 13.2 14.4
Durable manufacturing 17.8 12.8 174 10.1 19.3 22.3 16.4 16.2
Nondurable manufacturing 14.9 10.3 12.9 8.1 22.1 18.0 15.6 14.0
Transportation/public utilities 6.6 7.1 6.8 7.3 5.9 6.3 5.7 6.8
Wholesale trade 2.5 2.4 3.0 2.5 0.6 2.0 2.4 1.3
Retail trade 11.7 15.7 12.5 17.3 8.6 9.8 11.0 11.8
Finance/insurance/real estate 4.6 35 5.6 4.3 11 0.5 3.8 4.6
Services 21.0 31.8 22.1 34.8 17.1 21.0 21.9 24.7
Public administration 5.0 2.0 5.8 2.3 2.0 0.8 4.6 1.6
Change in two-digit industry
code 61.3 67.7 38.4 49.8
Unweighted Sample Size 1,003 775 228 754

Source: Emergency Unemployment Compensation Survey.



TABLEIV.8

COMPARISON OF OCCUPATION OF PRE-AND POST-BENEFITS JOBS FOR INDIVIDUALSWITH A POST-BENEFI TS JOB

act

(Percent)
EUC Tota Ul-and-EUC EUC-Only Ul-Only
Pre-Benefits First Post- Pre-Benefits First Post- Pre-Benefits First Post- Pre-Benefits First Post-
Job Benefits Job Job Benefits Job Job Benefits Job Job Benefits Job
Occupation
Managerial/professional 137 115 153 127 81 72 121 120
Technical and related support 35 31 36 29 28 36 32 29
Saes 82 119 9.7 135 29 6.1 79 9.7
Administrative support 19.8 181 229 19.8 89 12.0 18.6 151
Service occupations 17 120 74 12.8 8.6 92 6.7 87
Mechanics and repairers 52 5.7 52 6.1 55 44 29 30
Construction and extractive 7.7 7.6 6.4 6.3 122 126 9.0 95
Precision production 15 11 14 12 18 0.6 23 16
Machine operators 185 144 146 10.1 324 29.8 21.0 191
Transportation and material 9.7 838
moving 71 6.6 6.8 72 7.8 47

Handlers 55 6.0 51 6.2 6.7 52 43 6.7
Farming/forestry/fishing 18 21 17 13 22 47 23 32
Changein two-digit occupation 50.7

code 594 63.5 4.7

Unweighted Sample Size 1,003 775 228 754

SouRrcE:  Emergency Unemployment Compensation Survey.



unemployed during a recesson, the higher rates of switching industry and occupation are not surprising.

3. Post-Unemployment Weekly Earnings and Hours Worked

About two-thirds of Ul-and-EUC recipients reported that their post-benefits job paid less than or
were equal to their pre-benefits job, while one-third earned more; overdl, Ul-and-EUC recipients
weekly pay after unemployment averaged about 90 percent of the pay before unemployment
(Table1V.9).5 EUC-only and Ul-only recipients fared comparatively better, with about 40 percent
reporting that they made more on their post-unemployment job, and the mean ratio of post- to pre-
benefits earnings is dightly greater than 1.” Although pre-benefits earnings of Ul-only and Ul-and-EUC
recipients were Smilar, post-benefits earnings of Ul-only recipients were much higher.

Since weekly earnings can change, due either to changesin hourly pay or to changes in weekly
hours, we show a similar andysis for weekly hours worked (Table 1VV.10). Although the most
commonly reported number of hours worked in both pre-benefits and post-benefits jobsis 40, a
substantial number of recipients reduced their hours. Part-time work among the Ul-and-EUC
recipientstripled, increasing from 7 percent to 23 percent; EUC-only and Ul-only recipients
experienced less dramatic (but till substantia) increasesin part-time work. Overdl, 47 percent of Ul-
and-EUC only recipients experienced decreases in hours worked, compared to 33 percent of EUC-

only recipients and 32 percent of Ul-only recipients. About 20 percent of each group

6The mean ratio of post-benefits to pre-benefits weekly earnings (94 percent) does not equal the ratio of mean post-benefits
earnings to pre-benefits earnings, since the mean of ratios does not necessarily equal the ratio of the means.

7That this is greater than 1 is driven by a few recipients having large pay increases, since a majority of the Ul-only recipients
suffered at least some cut in pay.
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TABLEIV.9

COMPARISON OF EARNINGS OF PRE- AND POST-BENEFITS JOBS
FOR INDIVIDUALS WITH A POST-BENEH TS JOB

(Percent, Unless Otherwise Stated)

EUC Total Ul-and-EUC EUC-Only UI-Only
Pre-Benefits First Post- Pre-Benefits First Post- Pre-Benefits First Post- Pre-Benefits  First Post-
Job Benefits Job Job Benefits Job Job Benefits Job Job Benefits Job

Weekly Earnings

$200 or less 15.2 26.9 14.0 27.8 19.4 23.7 12.0 19.2

$201 to $300 20.1 22.2 19.2 22.1 23.5 22.8 20.9 18.4

$301 to $400 20.4 16.0 18.9 15.2 25.9 19.1 22.5 19.2

$401 to $500 12.4 12.7 13.7 13.3 7.7 10.8 14.1 13.4

$501 to $600 9.2 6.9 9.2 7.1 9.2 6.4 8.2 9.1

$601 to 700 6.1 4.5 7.5 4.7 1.3 3.9 5.9 5.3

$701 to $800 5.6 2.6 5.8 25 4.6 3.1 5.4 5.4

$801 or more 11.0 8.1 11.7 7.5 8.6 10.2 11.0 10.0

Mean (Dollars) 471 397 485 391 421 417 465 442
Ratio of Post-Benefits to Pre-
Benefits Weekly Earnings

0.25 or less 5.7 6.7 2.4 3.3

0.26 to 0.50 13.6 15.6 6.5 7.6

0.51t0 0.75 18.2 19.8 12.3 14.2

0.76 t0 1.00 29.3 26.4 39.6 33.7

1.01to 1.25 15.8 15.1 18.6 21.7

1.26 or more 17.5 16.6 20.6 19.5

Mean 0.94 0.90 111 1.03
Unweighted Sample Size 863 668 195 662

SOURCE:

NOTE:

Emergency Unemployment Compensation Survey.

All statistics include only recipients with nonmissing information on both pre- and post-benefits jobs.
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TABLE IV.10

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

(Percent, Unless Otherwise Stated)

All EUC Ul-and-EUC EUC-Only Ul-Only
Pre-Benefits First Post- Pre-Benefits  First Post- Pre-Benefits First Post- Pre-Benefits  First Post-
Job Benefits Job Job Benefits Job Job Benefits Job Job Benefits Job
Weekly Hours
34 and under 7.9 22.2 6.7 23.0 12.2 19.3 8.5 15.0
3510 39 3.9 5.9 3.8 5.7 4.5 6.5 4.6 45
40 46.9 42.2 45.3 40.9 52.6 46.8 43.7 44.8
41to 45 10.1 8.2 10.8 8.5 7.6 7.2 11.6 10.2
46 to 50 145 10.9 14.9 10.4 13.1 12.7 16.4 13.0
51 or more 16.7 10.7 18.5 11.6 10.1 7.6 15.3 12.6
Mean (Hours) 44.3 39.7 45.2 39.6 41.4 40.0 44.1 41.7
Ratio of Post-Benefits to Pre-
Benefits Weekly Hours?
0.50 or less 10.6 11.8 6.4 6.2
0.51t00.75 12.8 14.7 5.9 8.9
0.76 t0 0.99 20.4 20.4 20.3 17.1
1 36.1 335 45.6 46.6
1.01to 1.25 12.9 12.6 13.9 14.4
1.26 or more 7.3 7.1 7.8 6.9
Mean 0.94 0.91 1.05 0.98
Unweighted Sample Size 959 668 195 738

Source:  Emergency Unemployment Compensation Survey.

NOTE: All statistics include only recipients with nonmissing information on both pre- and post-benefits jobs.



experienced an increase in the number of hours worked. Although we do not know recipients
preferences for full-time work compared to part-time work, it seemslikely that the reduction in hours
worked experienced by many recipients was involuntary.

Our findings indicate that many UC recipients—-particularly those who had the most difficulty
finding ajob (that is, Ul-and-EUC recipients)--had unfavorable reemployment outcomes. Many were
not successful in finding work in their pre-benefits occupations or industries, and many took jobs that
paid less or provided fewer hours of work than their pre-benefits jobs. Many aso ended up having

more than one post-benefits job within the roughly three-and-a-haf year period we examined.

D. WORK DISINCENTIVE EFFECTSOF EUC

Theoretical modds of the length of unemployment spells predict that additiond UC benefits
increase the length of unemployment spell by decreasing the cost of unemployment relative to work
(see, for example, Mortensen 1977). While cushioning againg the effects of unemployment on
household income and providing additiona time for job search or skills development, extended benefits
programs may aso lead to an increase in both the average unemployment spell and the total time on
unemployment benefits.

We examine the potentid disncentive effects of UC benefit extensons by specifying a modd in
which unemployment spdll length depends on the state unemployment rate a the time of first benefit
payment and on such individua factors as whether the recipient expected to be recaled or had a
definite recdl date, the weekly benefit amount, potentid UC duration, the pre-unemployment weekly
earnings level, and demographic characteristics. The crucid control varigble for our andysisisthe

maximum potential benefit duration, which varies according to state-specific Ul legidation, an
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individud’ swork higtory, the phase of EUC legidation in effect at the time the recipient collected
benfits, and whether the State was digible for the higher or lower tier of EUC benefits®

To estimate this model, and because we have no direct measure of the unemployment duration, we
use two dependent variables: (1) timeto first reemployment, and (2) the number of weeks of UC.
Timeto firgt reemployment is probably a good proxy for unemployment duration for most individuds,
as noted earlier, however, because some individuas who did not find jobs probably dropped out of the
labor force, our measure will overdate the duration of their unemployment spells. The number of
weeks of UC isdso a proxy for the unemployment spell, dthough it is truncated to a greater degree
than time to reemployment and includes multiple godls of unemployment for some individuas.
However, number of weeks of UC has, by necessity, been used in studies that relied on adminidtrative
data; its use here enhances our comparisons to the other studies. Since both measures of duration are
truncated because some individuals in our sample did not become reemployed by the time we
interviewed them, or because some exhausted their UC benefits, we use an estimation method that
explicitly takes this censoring into account. This gpproach assumes that the distribution of the hazard
rate for jobless duration and benefits collection is a Weibull distribution, which appears appropriate on
the basis of plots of the hazard rate over time.® We aso use the naturd log of time to first

reemployment and the naturd log of weeks of UC to redtrict our dependent variables to nonnegative

8We have no dataon Ul or EUC claimsfor which no first payment was made. Therefore, we construct maximum potential duration
for each Ul-only recipient as the sum of the Ul potential duration and the minimum of (1) the maximum EUC duration availablein the
state at the time of the recipient’s last Ul payment; or (2) the maximum the recipient would be allowed, given therecipient’ sUI duration.
Usingthe same legislative formulas, we construct a potential Ul duration for each EUC-only recipient that approximates the Ul potential
duration tied to the EUC claim. Although we do not know whether EUC-only recipients would have been eligible for a new benefit year,
this approximation seems reasonable, given that EUC-only recipients appear to have beenlaid off from and recalled to their jobs at higher
rates than other UC recipients.

9We also estimated the models using ordinary least squares. The results for time to reemployment were very similar to those that
usethe Weibull distribution. Thiswas lesstrue for the weeks of UC results, where the truncation of the dependent variable is more severe
and the adjustment for truncation more important.
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vaues and to reduce the effects of outliers on the estimation. Findly, we dso report results that
contain state-specific control variables and those that do not.

Severd individud-specific characterigtics in our andyss are Satidticaly and sgnificantly related to
timeto first reemployment (Table 1V.11). Having a college education, having been employed in
manufacturing, expecting recdl, and having had a definite recdl date dl sgnificantly decreasetimeto
first reemployment. Being a high school dropout; being older; being separated, widowed, or divorced;
or being African American increase time to reemployment. Our results also show that expecting recall
and having a definite recal date dramatically reduce the weeks of benefits collected, while being African
American increases weeks collected.

Our egtimates of the effect of an increasein potentid duration are mixed; they are not Satigticaly
ggnificant for time to reemployment but are satigticaly sgnificant for weeks of UC. The point
estimates for the coefficient on maximum potentia benefits duration are dso sengtive to the mode
gpecification. Including state dummy variablesin the model doubles the point estimate from 0.007 to
0.015 of the effect for weeks of UC.2° These two estimates imply, respectively, that a one-week
increase in potentid duration would lead to a.20 or .42 increase in weeks collected at the sample mean

of benefit weeks collected (27.4 weeks).'! These estimates are within the range

10I ncluding state-specific dummy variables helps separate out the effects of other UC program characteristics and other state
differences from differences in potential duration, which vary by state.

11The effect of a one-week increase in potential duration is calculated by multiplying the coefficient for potential duration by the
sample mean of the dependent variable.
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TABLEIV.11

UNEMPLOYMENT DURATION ANALYSIS
(Standard Errors in Parentheses)

Weeks to First Reemployment Weeks of UC Benefits
Independent Variables 0] (m (1 (v)
Intercept 4.633*** 4.233*** 1.997*** 1.942%**
(0.563) (0.764) (0.451) (0.629)
Maximum Potential UC Benefits Duration 0.005 0.005 0.007* 0.015***
(0.005) (0.005) (0.004) (0.005)
Female 10.080 -0.035 0.077 0.053
(0.164) (0.163) (0.148) (0.146)
Age 10.050** -0.044* 0.025 0.026
(0.025) (0.025) (0.019) (0.018)
Age-Squared (x 10) 0.008*** 0.008*** 10.001 -0.001
(0.003) (0.003) (0.002) (0.002)
Married 0.000 0.029 10.299** -0.288***
(0.129) (0.128) (0.109) (0.108)
Separated, Widowed, or Divorced 0.309* 0.379** 10.006 -0.087
(0.184) (0.184) (0.156) (0.155)
Female and Separated, Widowed, or Divorced 10.511** -0.543** 10.081 -0.008
(0.250) (0.249) (0.223) (0.219)
Female and Married 0.182 0.155 0.263 0.269
(0.192) (0.191) (0.171) (0.168)
High School Dropout 0.441*** 0.478*** 10.071 -0.043
(0.123) (0.123) (0.095) (0.094)
Some Postsecondary Education 10.085 -0.065 0.200** 0.178*
(0.104) (0.104) (0.092) (0.091)
College Graduate 10.312*** -0.295*** 0.140 0.123
(0.112) (0.112) (0.105) (0.104)
Other Education 10.355 -0.290 0.026 -0.014
(0.275) (0.274) (0.249) (0.247)
African American 0.377*** 0.440*** 0.451*** 0.490* **
(0.126) (0.132) (0.117) (0.125)
Asian 0.503 0.577 10.588** -0.580**
(0.356) (0.357) (0.253) (0.254)
Hispanic 0.224 0.243 0.211 0.104
(0.161) (0.178) (0.130) (0.143)
Other Racial Background 0.161 0.190 0.282* 0.122
(0.182) (0.186) (0.164) (0.165)
Pre-Unemployment Job in Manufacturing 10.184** -0.154* 10.082 -0.048
(0.080) (0.081) (0.070) (0.069)
State Unemployment Rate 0.063*** 0.080 0.047** 0.004
(0.023) (0.057) (0.020) (0.047)
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TABLE V.11 (continued)

Weeks to First Reemployment Weeks of UC Benefits
Independent Variables 0] (m (1 (v)
Pre-Unemployment Weekly Earnings ($10) 10.002 -0.001 10.001 0.000
(0.002) (0.002) (0.001) (0.001)
Expecting Recall 10.451*** -0.449*** 10.333*** -0.273***
(0.091) (0.091) (0.075) (0.075)
Had a Definite Recall Date 10.370** -0.362*** 10.663*** -0.613***
(0.159) (0.160) (0.124) (0.123)
Weekly Benefit Amount ($10) 10.004 -0.011 0.023*** 0.016**
(0.007) (0.008) (0.006) (0.006)
State Dummy Variables Included? No Yes No Yes
Unweighted Sample Size 1,450 1,450 1,562 1,562

SOURCE: Emergency Unemployment Compensation Survey.
NoTE:  Dependent variables are expressed in natural logarithms. The models use a Weibull distribution to correct for right censoring.
*Significantly different from zero at the .10 level, two-tailed test.

**Significantly different from zero at the .05 level, two-tailed test.
*** Gignificantly different from zero at the .01 level, two-tailed test.
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(from about 0.1 to 0.5) found in other research (for asummary, see Decker 1995). They dso imply
that a 13-week increase in potentia duration would increase weeks of benefits collection by 2.6 or 5.5
weeks.*?

These estimated impacts of potentid benefit duration on weeks of UC suggest that the EUC
program may have had a subgtantia disncentive effect. We should be cautious with this assessment,
however; we found no significant effect, usng our other dependent variable. Moreover, our descriptive
andys's suggests that many recipients continued to have difficulty finding work even after they
exhausted UC benefits, and when they did find ajob it was often at areduced leved of pay relaiveto
their pre-benefits job. Our andyss dso indicates that some individuas exhausted regular Ul and did
not go on to collect EUC. These findings do not seem consstent with a substantid disincentive effect

that led individuas to remain unemployed in order to collect EUC.

12The point estimate of the effect of a one-week increase in potential duration on time to reemployment, while not significant,
suggeststhat a one-week increase leads to a .43 week increase in time to reemployment, aresult that is similar to the higher of the two
estimates for weeks of UC.
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V. IMPACT OF EUC ON STATE Ul TRUST FUNDS

Although, traditiondly, emergency extended benefits programs have been financed soldy with
federd funds, they can affect the financid operations of state Unemployment Insurance (Ul) programs.
Extended Unemployment Compensation (EUC) contained two important €l ements that acted to reduce
the strains on states’ Ul trust funds during the recession of the early 1990s. Perhaps the most direct
effect arose from the optiona claims feature during Phases 3 and 4 of EUC. Because EUC benefits
paid under that option subgtituted for regular Ul benefits that would otherwise have been financed out
of date trust funds, savings accrued to trust funds gpproximately on a dollar-for-dollar bass. EUC
legidation aso permitted states to substitute EUC benefits for benefits that might otherwise have been
payable under the regular Extended Benefits (EB) program. Inthis case, sncethe state share of EB is
50 percent, trust fund savings amount to gpproximately 50 cents on the dollar. Because an assessment
of these savings isimportant for determining the true net cost of the EUC program, there is considerable
interest in obtaining estimates of them. In this chapter, we use smulation methods to develop such
estimates.

Before describing our smulations, two brief cavests are warranted. First, because of the complex
dructure of the actual EUC program, our estimates are necessarily very rough; our smulation methods
can capture only the most generd features of the EUC program. Second, our estimates do not
condder possible behavioral effects of EUC on the labor market activities of workers. Because these
effects generdly involve extratrust fund costs (from the possibly longer Ul durations encouraged by
EUC), our estimates of the trust fund savings from the legidated features of the program should be

regarded as upper bounds.

133



A. NATIONAL SUMMARY

Overdl, the optiond clams feature of EUC and the substitution of EUC for EB each produced
modest but significant savingsto sate Ul trust funds. Table V.1 presents the smulation estimates of the
impact of EUC on gtates’ Ul trust funds. It shows three dternative estimates of total dollar savings
over the 11 EUC quarters and of the “tax rate relief” implied by these savings.! Each of the three
optiond claims feature estimates is based on somewhat different data and on a different estimation
methodology. Specificdly, the three estimation procedures are:

C Estimate 1. Uses EUC benefits paid in each Sate, together with individua-level data
from our sample states, to estimate the fraction of those benefits paid under the optiona
component of EUC.

C Estimate 2. Uses state-reported EUC optional clamsdata. Optiona clams are
multiplied by the estimated average benefits paid per optionad EUC first payment in each
state to arive a the total optiona benefits figure.2

C Estimate 3. Usesthe number of state-reported EUC optional claims, together with our

esimate from individud-leve datathat the average worker filing an optiond clam
collected $1,869 in total benefits?

Each approach potentialy has shortcomings. Inaccuracies may arisein the first, either because the
estimates we made with our adminigtrative data do not reflect the complete experiencesin our survey

dtates or because of errorsintroduced by the necessity of using nationa averages of the

1“Tax rate relief” is defined as average annual trust fund savings provided by EUC, divided by the state’s average taxable payroll
over the period. The figures therefore represent the effective increase in Ul tax rates that would have been necessary during the EUC
period to keep trust fund balances constant if EUC had not been in effect. If the estimated tax increases made necessary by the absence
of EUC were spread over more years, these percentage changes would be smaller.

2We assumed that all optional claims actually resulted in a first payment under the optional claims component of EUC.

3No attempt is made here to adjust this $1,869 figure for possible differences in weekly benefit amounts across the states.
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TABLEV.1

ESTIMATED TOTAL STATE TRUST FUND RELIEF FROM THE EUC PROGRAM

Tax Rete Relief

Source of Trust Fund Relief Benefits Saved ($ Million) (Percentage Point)?
Optiona Claims (Estimate 1) 3477 0.211
Optiona Claims (Estimate 2) 4,631 0.281
Optiona Claims (Estimate 3) 3,433 0.209

EB Savings (Estimate 1) 4,339 0.322°

EB Savings (Estimate 2) 3,013 0.224

EB Savings (Estimate 3) 3,266 0.243°

aTax rate reief is defined as average annud trust fund savings, divided by a dat€’ s average taxable
payroll over the period.

PAverage only for states with estimated EB payments.
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prevaence of optiona clamsfor the states not included in our sample. Methods two and three may
incorporate errors--because optiona claims reported by the states may be incomplete, the claims may
not actudly have resulted in first payments being made, or our assumed dollars per clam figures are
inaccurate. Hence, the figures we report for the totd dollar amounts involved in the optiond clams
component of EUC should be treated with caution.

Overdl, the estimates suggest that the optiona claims feeture of the EUC program may have
resulted in asaving of $3.4 to$4.6 billion to states’ Ul trust funds. Tax relief estimates range from 0.21
to 0.28 percent. Thesefigures condtitute 5.5 to 7.5 percent of total regular Ul benefits paid during the
quarters EUC wasiin effect ($61.4 billion). Hence, the offset to states' Ul trust funds provided by the
optiona feature of EUC was of modest, but still sgnificant, proportions. In addition, the trust fund
offset varied sgnificantly among the sates, as we show in the next section.

We dso developed three smulation estimates of the trust fund savings provided by substitution of
EUC benefits for those that might have been paid under the EB program if it had operated using both
an lUR and a TUR trigger during the recession of the early 1990s. All these smulations were based on
the triggering smulation procedures described in Chapter 11 in connection with our efforts to predict
whether a state would have been “on” EB in agiven quarter. All three estimates assumed that the
dates shares on hypothetical EB benefits would have been 50 percent. For each quarter in which EB
was estimated to have an “on” trigger Satus, we made three different assumptions about the benefits

that would have been payable under EB had EUC not been available:

C Estimate 1. Assumed that benefits paid under EB would have been precisdy equd to
those paid under EUC &fter adjusting EUC benefits by deleting our estimate of benefits
paid under the optiona claims component
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C Estimate 2. Used the same approach as Estimate 1, but adjusted the resulting benefits
figure by the ratio of estimated maximum potential duration under EB to maximum potentia
duration under EUC, on the assumption that recipients of EB would have collected the
same fraction of their entitlements that EUC recipients actudly did

C Estimate 3. Used our individud-level datato impute estimated benefits to hypothetical
EB recipients. The number of EB first payments was assumed equd to the number of
EUC firgt payments during periods in which EB was smulated to be“on.” Dollar amounts
of EB were estimated to be $1,806 in states with 13 weeks of EB digibility and $2,438 in
gtates with 20 weeks of digibility.*

Asfor the optiona claims smulations, these estimates may be subject to a variety of errors, both
because of inaccuracies in the methodology that we developed to Smulate the EB triggering mechanism
and because the assumed relationship between actual EUC benefits and hypothetical EB payments may
not reflect what would actually have happened had EB been available.

Overdl, our three methods provided relatively smilar estimates of the EB savings provided by
EUC--between $3.0 and $4.3 billion over 11 quarters.® Indl, 33 Ul jurisdictions would have made
some EB bendfits available under this hypotheticd smulation. Theimplied tax rate savingsin those
datesisrelatively high--between 0.22 and 0.32 percent of taxable payroll. In some states, therefore,

the ability to subgtitute EUC for EB had a substantia impact on Ul trust fund balances and on the tax

rates necessary to finance their Ul systems.

B. STATES EXPERIENCES
Our estimates of the trust fund savings experienced by individud states from implementation of the

EUC program are reported in Tables V.2 and V.3. These estimates used the various methodologies

4‘I'he'se figures represent actual EUC collections for weeks not exceeding the 13th or 20th week of collection, respectively.

5The level of real EB benefitsimplied by these figures approximated the real value of EB benefits paid during the highest 11 quarters
of the recession of the early 1980s, but was less than half the real value of EB benefits paid during a similar period in the 1970s.
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aready described in connection with the nationd estimates, and the caveats about their reliability apply
even more strongly here. That is, dthough it is possible that some of the biases inherent in our
estimation procedures cancd out at the nationd levd, differencesin the Ul programsin individua states
may result in substantia state-specific biases. Nevertheess, because the data tend to be rdatively
congstent across the states, they may be indicative of the generd magnitude of EUC' strust fund
impacts.

The overdl figures on trust fund savings (Table V.2) show condderable state-to-state variation,
primarily because of differencesin the 9zes of sates’ |abor markets. At one extreme, our estimates
suggest that the EUC optiond clams and EB provisions together may have saved the Cdifornia Ul trust
fund at least $1 billion and possibly as much a $1.7 billion. New Y ork State dso may have
experienced savings of more than $1 hillion. The dollar Sze of savings was much lessin the smaller
states, probably amounting to only about $1 million in Montana and South Dakota. The variation in
potentia EB costs was epecidly large, with the mgority of these savings occurring in three states
(Cdifornia, New Jersey, and New Y ork).

A somewhat clearer picture of the extent of trust fund savings among the states is provided by the
tax relief estimatesin Table V.3. Overdl, asaresult of EUC, the average state recelved the equivaent
of a0.4 percentage point reduction in potentid Ul tax rates. Tax rate relief from the optiona clams
feature of EUC aone gppears to have been especidly large in Alaska, Kansas, Maine, Michigan, and
Rhode Idand, athough these rankings were not consistent across our estimation procedures. The
dates that experienced rdatively little in the way of trust fund benefits from the optiond clams
component of EUC are Colorado, Delaware, Indiana, lowa, Minnesota, Montana, Nebraska, North

Carolina, Oklahoma, South Dakota, Texas, Utah, and Virginia
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TABLEV.2

Ul TRUST FUND RELIEF

(Dollars)
Optional Claims Costs EB Costs Avoided

State Estimate 1 Estimate 2 Estimate 3 Estimate 1 Estimate 2 Estimate 3

Alabama 22,698,285 41,600,956 58,316,538 0 0 0
Alaska 17,383,418 50,554,454 43,818,705 43,042,841 32,101,715 31,516,457
Arizona 26,372,835 33,209,062 40,404,042 30,835,879 17,901,305 29,950,852
Arkansas 23,118,241 39,676,178 39,863,901 0 0 0
Cdlifornia 576,182,548 922,218,725 399,906,192 826,647,642 599,135,350 687,481,760
Colorado 24,894,277 32,825,900 27,182,736 0 0 0
Connecticut 55,591,684 43,279,955 21,687,876 122,276,669 62,778,498 73,876,861
Delaware 6,294,670 4,740,409 3,513,720 0 0 0
DC 4,980,755 9,705,096 5,440,659 16,500,127 15,435,668 16,318,753
Florida 89,448,345 195,140,384 213,531,381 230,118,261 194,333,456 237,550,252
Georgia 41,990,090 93,172,174 79,425,024 95,152,893 52,620,120 57,725,163
Hawaii 16,192,418 21,181,829 14,817,432 0 0 0
Idaho 10,806,506 21,792,320 26,134,227 5,883,492 3,824,270 5,409,662
[llinois 106,684,212 171,714,833 114,123,009 174,280,219 148,731,992 229,175,871
Indiana 24,835,572 30,382,623 46,861,437 19,075,818 10,708,251 15,458,414
lowa 19,847,403 10,042,983 9,492,651 0 0 0
Kansas 23,260,509 137,215,304 100,754,052 0 0 0
Kentucky 40,148,119 53,562,099 43,091,664 430,625 430,625 12,060,468
Louisiana 46,951,117 31,585,609 30,733,836 23,966,502 17,225,468 31,295,753
Maine 45,601,314 72,857,806 63,222,663 45,187,207 66,489,646 43,515,067
Maryland 61,656,195 105,714,398 78,884,883 83,597,165 44,892,518 35,774,481
Massachusetts 161,654,365 142,864,593 73,259,193 125,488,434 67,544,002 47,409,235
Michigan 186,491,812 510,682,444 334,136,082 126,253,995 63,321,771 126,725,297
Minnesota 32,439,718 36,687,788 31,718,799 0 0 0
Mississippi 18,810,638 27,772,676 41,684,307 0 0 0
Missouri 53,469,911 111,295,892 126,024,801 39,706,496 51,618,444 36,321,156
Montana 5,727,837 564,483 663,495 666,498 666,498 2,345,994
Nebraska 3,851,146 6,353,258 9,464,616 0 0 0
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TABLE V.2 (continued)

Optional Claims Costs

EB Costs Avoided

State Estimate 1 Estimate 2 Estimate 3 Estimate 1 Estimate 2 Estimate 3

Nevada 18,193,290 21,058,595 19,822,614 32,429,070 27,946,308 23,235,796
New Hampshire 6,942,867 12,568,705 19,987,086 841,779 841,779 3,304,077
New Jersey 146,545,958 83,159,370 43,117,830 580,540,751 360,331,243 285,016,863
New Mexico 8,400,003 28,615,096 10,933,650 6,014,546 7,818,910 1,325,118
New Y ork 494,696,981 368,061,100 243,538,176 823,239,485 600,283,140 517,486,783
North Carolina 97,840,034 2,995,462 10,025,316 0 0 0
North Dakota 3,314,703 6,381,198 8,270,325 0 0 0
Ohio 126,063,201 155,172,749 142,814,028 138,131,514 81,516,430 72,223,703
Oklahoma 7,228,046 3,748,888 5,205,165 0 0 0
Oregon 59,985,812 92,340,664 74,799,249 70,959,590 36,537,889 53,632,863
Pennsylvania 258,346,403 328,433,811 236,075,259 135,574,773 69,017,319 122,907,330
Rhode Island 38,241,360 77,570,377 51,363,858 61,213,947 51,941,326 44,440,844
South Carolina 26,505,221 65,134,320 77,875,623 42,922,959 54,145,136 44,914,346
South Dakota 569,118 592,927 1,067,199 0 0 0
Tennessee 40,381,169 45,623,909 67,624,158 7,466,367 7,466,367 26,847,996
Texas 150,155,826 125,379,020 100,755,921 247,514,515 139,928,165 203,561,069
Utah 8,983,021 2,966,475 3,037,125 0 0 0
Vermont 7,415,630 13,185,193 11,585,931 2,973,821 1,171,505 2,080,512
Virginia 42,357,462 38,645,681 70,010,871 38,336,177 19,168,089 28,499,148
Washington 85,219,305 80,954,732 62,875,029 129,273,774 96,699,498 100,115,335
West Virginia 29,136,536 61,032,551 39,222,834 12,017,008 8,420,109 16,603,999
Wisconsin 70,373,203 49,751,870 45,007,389 0 0 0
Wyoming 3,179,441 8,917,017 9,666,468 0 0 0
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TABLEV.3

ESTIMATED TAX RATE RELIEF

(Percent)

Optiond Claims

EB Costs Avoided

State Estimate 1 Estimate2  Estimate 3 Estimate 1 Estimate 2 Estimate 3
Alabama 01 0.2 0.2 0.0 0.0 0.0
Alaska 05 15 13 13 10 09
Arizona 01 01 02 01 01 01
Arkansas 02 03 03 0.0 0.0 0.0
Cdifornia 03 05 02 04 03 04
Colorado 01 01 0.1 00 00 00
Connecticut 0.2 0.2 0.1 05 0.3 03
Delaware 01 01 01 0.0 0.0 0.0
DC 01 0.2 01 0.3 03 0.3
Florida 01 0.2 0.2 0.3 0.2 0.3
Georgia 01 0.2 0.2 02 01 01
Hawaii 0.2 03 0.2 0.0 0.0 0.0
Idaho 0.2 03 04 01 01 01
[llinois 01 0.2 01 02 0.2 0.3
Indiana 01 01 01 0.0 0.0 0.0
lowa 01 01 01 0.0 0.0 0.0
Kansas 01 0.7 05 0.0 0.0 0.0
Kentucky 02 02 0.2 0.0 0.0 01
Louisiana 0.2 01 01 01 01 01
Maine 0.6 10 09 0.6 09 0.6
Maryland 0.2 04 03 0.3 0.2 01
M assachusetts 04 03 0.2 0.3 0.2 01
Michigan 0.3 09 0.6 0.2 01 0.2
Minnesota 01 01 01 0.0 0.0 0.0
Mississippi 0.1 02 03 00 00 00
Missouri 02 0.3 04 0.1 01 0.1
Montana 01 0.0 0.0 0.0 0.0 0.0
Nebraska 0.0 01 01 0.0 0.0 0.0
Nevada 02 02 0.2 0.3 03 0.2
New Hampshire 01 02 03 0.0 0.0 0.0
New Jersey 0.3 02 01 11 0.7 0.5
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TABLE V.3 (continued)

Optiond Claims EB Costs Avoided
State Estimate 1 Estimate2  Estimate 3 Estimate 1 Estimate 2 Estimate 3
New Mexico 01 03 01 01 01 0.0
New York 05 03 02 0.8 06 05
North Carolina 0.2 0.0 00 0.0 0.0 0.0
North Dakota 01 02 02 0.0 0.0 0.0
Ohio 0.2 0.2 02 02 0.1 0.1
Oklahoma 0.0 0.0 0.0 0.0 0.0 0.0
Oregon 0.3 05 04 04 02 03
Pennsylvania 04 04 0.3 02 01 02
Rhode Island 0.6 13 0.8 10 0.8 0.7
South Carolina 0.1 0.3 0.3 0.2 0.2 0.2
South Dakota 0.0 0.0 0.0 0.0 0.0 0.0
Tennessee 01 01 0.2 0.0 0.0 01
Texas 0.1 0.1 0.1 0.2 0.1 0.2
Utah 0.1 0.0 0.0 0.0 0.0 0.0
Vermont 0.2 04 03 01 0.0 01
Virginia 01 01 0.2 01 0.0 01
Washington 0.3 0.2 02 04 0.3 0.3
West Virginia 0.3 0.7 04 0.1 0.1 0.2
Wisconsin 0.2 0.1 0.1 0.0 0.0 0.0
Wyoming 0.1 0.3 0.3 0.0 0.0 0.0
Mean 0.2 0.3 02 0.2 0.2 0.2
Standard Deviation 014 031 024 0.29 024 0.20
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As expected, because of the EB trigger procedure, our estimates of the implied tax rate relief from
subgtitution of EUC for EB were even more variable among the states than were our estimates of the
relief provided by the optiond clams component. Estimated rdlief in excess of 0.5 percentage point
was obtained by Alaska, Maine, New Jersey, New Y ork, and Rhode Idand. On the other hand, more

than haf the states had tax rate rdlief of less than 0.1 percentage point.
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V1. STATE EXPERIENCESIN THE ADMINISTRATION OF EUC

The Emergency Unemployment Compensation (EUC) program, like earlier emergency benefits
programs, was difficult to implement and administer. Some implementation problems are inherent to
emergency extended benefits programs because these programs are typicaly enacted in the latter part
of recessonary periods after unemployment rates have been high for sometime. Because these
programs attempt to meet immediate needs, they are often expected to be implemented very quickly.
Furthermore, concern for individuas who became unemployed before enactment of emergency benefits
legidation often leads to passage of legidation that includes retroactive-digibility provisons. Other
components of emergency benefits legidation, while not inherent to these programs, often attempt to
redress problems or issues that arise from the way emergency programs interact with regular date
Unemployment Insurance (UI) programs. These components add to the implementation chadlenge. In
this chapter, we assess the effects of EUC on the adminidtration of state employment security agencies
(SESAS) and discuss those aspects of EUC most difficult to implement and administer. Thisanalyss
should be ussful for improving the design and implementation of future emergency benefits programs.

Our andysisis based on examination of the EUC legidation and Ul program letters interpreting this
legidation for the Sates, aswell as on discussons with program adminigtrators in nine dates. Each
discussion lasted about an hour and addressed such issues as the need for rapid implementation, the
implications of legidative changes over the life of the program, the implications of the reachback
provison (which dlowed clamants from an earlier period to be treated as though they were current
clamants) and the options provison (which alowed some clamants to choose to collect EUC instead

of Ul). Also covered are the effects of EUC on other functions such as data reporting and on the
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relationships between the SESAs and Ul claimants, the broader community, and the federa-state Ul
partnership. The adminigrators were from Cdifornia, Florida, 1llinois, Maine, North Caroling,
Pennsylvania, Texas, West Virginia, and Wisconsin.*

In Section A, we discuss the states’ experiences implementing the EUC program shortly after
enactment of theinitid legidation. This section focuses on the need for rapid implementation of EUC
and the reachback provisons. In Section B, we discuss the implications of the different phases of the
EUC program. In Section C, we discuss complications that arose from the need to offer some
claimants a choice between regular Ul and EUC between July 1992 and November 1993. In Section
D, we discuss other adminigtrative aspects of EUC, such as the work search requirements and the
effects of EUC on other adminidrative functions. In Section E, we examine theimplications of EUC on
the relationships between the SESAs and other groups, such as the federa Ul system and the
community. In Section F, we conclude by making recommendations on how some of the

implementation problems associated with EUC might be avoided in the future.

A. INITIAL PROGRAM IMPLEMENTATION

On November 15, 1991, Congress enacted Public Law 102-164, which alowed states to pay up
to elther 13 or 20 weeks of benefits to claimants who had exhausted their regular Ul entitlements.
EUC legidation became effective dmost immediately, since payments were to be made for weeks
beginning only two days after the enactment date. As aresult, States were under intense pressure to

make payments to claimants as soon as possible. For example, there were reports in the national

1This set of states offers several advantages. First, we interviewed administrators from both large (5) and small states (4). Second,
the states vary geographically, representing 6 of the 10 Ul regions. Third, the states chosen represent a wide range of average benefit
durations and percentages of EUC claims that were optional EUC claims; these characteristics probably affect the states’ experiencesin
implementing the EUC program.
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media of congressond representatives who promised that the checks would be paid by Thanksgiving.
Agency daff fdt that these expectations were unredidtic, that they did not teke into consideration the
processes necessary to interpret the new legidation, trandate it into state-pecific language, train saff,
modify computer programs, and create or modify forms--al within ashort time2 A few states reported
getting some portion of their checks out by Thanksgiving; but, not surprisingly, most states took longer

to issue checks.

1. Staffing

One of the reasons why states had difficulty implementing EUC-1 quickly was that they were
unable to adjust their saff levelsrapidly to respond to the sudden increase in claims that needed to be
processed. In most dates, Ul claim rates are high in the winter; so regular staff were extremely busy
when EUC was enacted. Because sates were often redtricted in their ability to hire new staff dueto
civil service requirements, most of the states we talked to had to handle the sudden--and quite large--

increase in their casdoads by requiring substantid staff overtime®

2. TheReachback Provision
Because emergency benefits programs typicaly sart after unemployment rates have been high for
along time, these programs often contain provisions that benefits be available to individuas whose

benefit years for regular Ul benefits ended prior to the legidation date authorizing the emergency

2The first General Administrative Letter, for example, was distributed November 27, 1991. The first Unemployment Insurance
Program Letter, which provided responses to more than 50 questions from states about implementation of Public Law 102-164 (EUC-1),
was distributed December 16, 1991.

3Even when new staff were hired, the complexity of EUC made it difficult for states to train them (as well as more tenured staff).
Lack of sufficient staff to cover the increased workload plagued most of the states we talked to throughout EUC.
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benefits. The god of these “reachback” provisonsisto ensure that people who became unemployed
early in the recesson are not penalized, compared to those who became unemployed later in the
recesson, Smply because of the timing of their unemployment.

Reachback provisions were the most complicated programming aspect of EUC-1. States had to
contact, determine digibility for, and process records for the large number of claimants whose benefit
years ended during the reachback period (March 1 to the November 15, 1991, legidation date). By
the time EUC became effective, many of these clamants had previoudy been denied benefits or had
been paid under other programs, thereby complicating eigibility and payment determination. Most
dates were able to develop programs that identified both claimants with expired benefit years and
clamants who had exhausted their Ul entitlements; however, the urgency with which benefits were
expected to be paid meant that no Sate had adequate time to thoroughly check the numerous
programming changes. Once clamants were identified, Sates centra offices mailed forms to notify
clamants of the potentia additiona benefits. Although sates tried to handle adminigtration by mail,
severd had large numbers of potentidly digible damants who had to vist fidd offices. Thisonly added

to the stress on state systems.

B. IMPLICATIONSOF THE DIFFERENT PHASES

The EUC program conggted of the initial legidation and Sx legidative anendments over the two
and a haf yearsthe program was in effect. Most of these amendments significantly changed parts of
the program and had little lead time, thereby forcing states to modify their procedures quickly. For
discussion purposes, we have categorized the EUC program into five different phases (EUC-1 through

EUC-5), each sgnificantly different from the other phases (see the discussion in Chapter 1).
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All states reported having problems coordinating the five different phases of EUC. Much of the
information provided to claimants became obsolete or incorrect as soon as amendments became
effective. Thelegidative changes, which typicaly were effective immediatdy after passage, necessitated
three to Six centrd office staff (with intermittent support from other saff), who became the “EUC
experts’ and liaison with the U.S. Department of Labor (DOL).* These staff often worked full time on
interpreting the legidation, training managers, reviang forms, and directing implementation within their
States®

Severd respondents expressed frustration that SESA staff were exhausted because of the intense
demand on resources caused by the revisons and by what was perceived as lack of legidative
foresght. A common theme reported by survey respondents was that just when agency staff thought
they had gotten things straightened out, the program would change again (the phases lasted only two
and a hdf to nine months). State adminigtrators also reported that the frequent changes in program
rules and procedures, and the confusion that resulted, increased the time spent helping each claimant.

Even changes in benefit duration, which were relatively easy to implement from a programming
standpoint, added consderably to the administrative burden because these changes were frequent and
required mass mailingsto clamants. At aminimum, 35 states had 5 EUC benefit duration levels (one
for each of five phases) during the two and a haf years of the program (Table V1.1). For other states,

duration levels changed more frequently because their state-specific unemployment rate

“The DOL distributed 12 General Administrative Letters (or changes to them) and 7 Ul Program L etters, which provided answers
to more than 260 questions asked by SESAs. In someinstances, the answers provided as guidance to the states were modified in subseguent
Ul Program Letters.

5Se'veral states reported issuing between 60 and 100 notices, memos, and procedural instructionsto their field officeswhile the EUC
program was in effect.
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TABLEVI.1

NUMBER OF DIFFERENT MAXIMUM BENEFIT DURATIONS
DURING THE EUC PROGRAM

Number of Durations Number of States
35

6
2
3

© 00 ~N o o

5

Total 51

NOTE Four states also had EB in effect for some portion of the EUC program. One of these states had
five EUC benefit durations, one had eight durations; two had nine durations.
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crossed the threshold for different durations. Eight states, for example, had at least eight different
durationsin effect. In addition, three of these eight tates switched from EUC to regular extended
benefits during thistime. These changes made necessary the sending of additiond notices to clamants.
When benefit durations increased, both old and new clamants had to be notified of the change in their
potentia benefit duration. When durations decreased, old dlamants retained their eigibility for the
higher benefit leve, but new clamants were eigible for only the lower benefit duration. One Sate
explained that continua revisons required a complex “audit trail” of burdensome documentation of
changes.

The multiple program changes affected clamants aswell. Some clamants percaeived disparities
(generated by the EUC phases) in how they were treated because of gpparently arbitrary distinctions
between them. In some Stuations, claimants who filed one week later than other clamants were digible
for subgstantidly fewer benefits; in other Stuations, claimants could lose alarge portion of potentid
benefits if they experienced an interruption in benefit collection that spanned a period in which durations
changed.

One state adminigtrator recommended that future emergency benefits programs be established
initidly for two to three years, to avoid the start-and-stop nature of the program and to recognize that
emergency programs higoricdly have lasted that long even when initid legidation specified shorter

program durtion.

C. ADMINISTRATION OF THE OPTION TO CLAIM EUC INSTEAD OF REGULAR Ul

The concept of a benefit year is centrd to the regular Ul program; claimants have one year from

filing for unemployment benefits to collection of thar totd benefit alotment, which is based on earnings
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in the year prior to gpplication for unemployment benefits (known as the “base period”).6 Claimants
may not carry unused benefits into a new benefit year; to collect benefits, they must instead reestablish
eigibility for anew benefit year. If they have been unemployed for any length of time, however, they
may not be digible a dl for new benefits or they may be digible for reduced benefit levels. In earlier
emergency benefits programs, and in EUC-1 and EUC-2, claimants who had not collected dl their
emergency benefits were dso required to file for a new benefit year after their existing benefit year
ended. If digiblefor regular Ul, they could not continue collecting extended benefits. Therefore, some
clamants had to forfeit some of their emergency benefits when they were forced to establish anew
benefit year, potentidly a alower weekly benefit amount. These requirements were to ensure that
gate-financed benefits were exhausted before federdly financed benefits were collected. If clamants
were indigible to establish a new benefit year (which meant they could not collect regular Ul), they
were dlowed to continue collecting emergency benefits after expiration of their benefit year.

EUC-3 legidation passed in 1992 alowed some claimants to choose between filing for regular Ul,
when they were able to establish anew benefit year, and beginning or continuing to collect EUC under
aprevioudy established benefit year. Theintent of the EUC-3 legidation was to help clamants whose
weekly benefit amounts would decrease if they were forced to establish a new benefit year. However,
determining which option--collect Ul or EUC--was better became an extremely complicated decison
for damants. Whether a clamant would be better off choosng EUC or Ul depended not only on
known factors--the weekly benefit amount and duration of EUC and Ul benefits they were digible for

a the time of filing--but on unknown factors, for ingtance, the expected duration of unemployment and

6In most states, the base year is defined as the first four of the last five calender quarters completed.

152



the likelihood that EUC would be available in the future.

From a SESA perspective, the change in the way emergency benefits programs were structured
relative to regular Ul was the most problemeatic aspect of EUC. These problems were both
philosophica and operational. On the philosophicd leve, our state respondents felt that this provison
was contrary to “everything Ul stood for.” The respondents felt that the time limit for digibility should
be maintained, that benefits from an old benefit year should not be retrievable if a new benefit year was
established, and that emergency benefits collection should follow regular Ul collection. On these issues,
the adminigtrators thought that the EUC legidation’ s logic undermined the regular Ul system’s
safeguards. Allowing clamants to collect emergency benefits instead of regular benefits reduced
employers responshility for layoffs, snce employer contributions finance regular Ul but not EUC.

On the operationd levd, the options legidation dramaticaly increased the resources necessary to
process clams, particularly in the programming departments, field offices, and departments that handled
funding adjustments. All states had to make changes in their claims-processing computer programs
because the EUC option overrode checks that were designed to force claimants to establish a new
benefit year when they reached the end of their initid one. States aso modified computer programs to
do the cdculations necessary to provide the option to clamants, but in some cases they could not
automate all the steps of the process. Because of the short time frame in which states had to make
changes, state staff reported that they had to test their computer changes on the public, thereby creating
additional errors that had to be corrected. In the end, taff reported that they were unsure of al the

implications of the programming changes that had to be made.
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Not only was the options legidation difficult to program into State computer systems, it was dso
complicated to explain to clamants. Staff typicaly explained the options to clamants in one-on-one
sessons, which were extremdy time-intensive (a few states reported spending 20 minutes on average
to do this, plus potentialy more time to calculate potentid benefit award levels).” State administrators
typicdly thought that most claimants were unable to understand the trade-offs involved in making their
decison, even dfter fidd saff provided detailed explanations. One adminigtrator felt that this Stuation
was especidly frudrating to field staff, who were frequently asked, “What do you think | should do?’
after giving acomplex explanation of the options to clamants. Another state reported that some
clamants found the process so confusing that they stopped filing for benefits to which they were
entitted. While EUC regulations alowed only clamants who had not received complete information
about the option to change their choice after they began filing, some states indicated that, because of the
complexity of the options legidation, they interpreted this restriction more loosely and alowed more
than just afew clamants to change their choice after they began filing. These changes merely added to
the adminigtrative complexity of the program.

All gates reported that anumber of under- and overpayments were generated by delaysin
implementing the option fully and correctly, and that these under- and overpayments were extremely
complicated and time-consuming to correct. For example, one State reported that up to nine
transactions were required to change funding from one program and benefit year to another program
and benefit year. A few states reported taking up to two years after the program ended to sort out al

the funding problems crested by the options legidation. Enacting the options legidation retroactively

7Several statesfelt that technol ogical and administration changes such as remote claims processing made in recent years would make
handling the options legislation in EUC even harder now. They thought that implementing the options component of EUC while using
remote claims processing would be virtually impossible because staff would not be in place in the field offices to explain the option face
to face.
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was respong ble for much of this extrawork, since clamants could retroactively choose the program
from which their payments came® Some states were unclear about which overpayments were forgiven
and which were not; thus, they did not know how to handle different payment offset rates for EUC and
regular Ul. States may dso have experienced higher rates of noncharging because of this confusion.
Changing funding sources affected employers as well, Snce they were often confused by receiving
severa notices about charge adjustments.

Although each state may have encountered different problems interpreting and implementing the
options legidation, dl of them fdt that the problems were due to the unnecessary complexity of EUC
and could not easily beintegrated into the regular Ul system. Severd states gave specific examples of
the confuson and complications resulting from the options legidation and the incomplete ingtructions on
how to implement it. Some states did not initidly understand that claimants with new benefit years
aready established could retroactively choose to collect EUC instead of Ul for weeks prior to the date
the claimant chose the option. At least one State reported having to expand its computer hardware
because the hardware in place could not fully automate the options legidation. Interstate clams were
even more difficult to administer than regular Ul clams, because sates often interpreted the options
legidation differently. Overdl, state adminigtrators thought the options legidation should not be
repeated in future emergency benefits programs, primarily because implementing this legidation would

be too costly and confusing to adminigter, even if some claimants benefited.

8Keepi ng track of the different federal funding sourcesfor EUC wasan additional complexity, because different funding sourceswere
used for different EUC phases and because claim dates (rather than the dates payments were made) were used to determine from which
funding source the benefits were paid. Under the regular Ul program, states typically need not tie claim payments to different funding
sources. Under the EUC program, however, payments made to two claimants in aweek may have had to be charged to different funding
sources if the claimants began collecting benefits during different EUC phases. The phase in which the payment was made did not
determine the funding source.
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D. OTHER ADMINISTRATIVE ISSUES

Although the most prominent components of EUC were the reachback and options provisons,
EUC had other components that affected program administration--and EUC affected other routine
SESA tasks besdes the adminigtration of intrastate regular Ul dlams. In this section, we examine three
gpecid topics: (1) the EUC requirements for stringent work search efforts, (2) the effects of EUC on
the handling of interstate clams, and (3) the effects of EUC on the ability to conduct other routine

adminidrative tasks.

1. Work Search Requirements

Eligibility for benefits during EUC-1, -2, and -3 required “ systematic and sustained” work search
efforts, a standard that is more stringent than most states' regular Ul work search requirements. Some
dates, for example, require that regular Ul program claimants be * able and available’ for work. In
contrast, systematic and sustained work search was interpreted to be work search *“maintained
throughout the week” and in a“regular manner with thoroughness and with a plan” (Unemployment
Insurance Program Letter No. 9-92 Change 2, February 20, 1992). SESAs dso had to verify that
claimants whose job prospects were identified as “poor” registered with the Job Service.

Most state respondents thought that these stringent work search requirements did not make sense,
snce few jobs are available during recessonary periods. In ther view, requiring increased job search
activity and more tripsto field offices, with little chance of finding ajob, was frudrating to clamants and
did little to improve clamants  chances for reemployment. It dso made no sense for job-attached
workers who are typicaly exempt from state work search requirements, but no exemption was alowed

for EUC. Aswe discussin Chapter 111, the option to receive EUC before establishing a new Ul benefit
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year meant that a greater proportion of EUC clamants were job attached than would typically be the
case with an extended benefits program. It was frustrating to employers who complained about
receiving many contacts from recipients when no jobs were avallable. Findly, employers complained
about recalving contacts from agency staff attempting to verify that recipients had contacted them.
These problems were exacerbated in areas where there were few employers.

States dso reported that the requirements led to some administrative complications and problems.
Agency staff had to be trained to administer two sets of work search requirements, and claimants had
to have explanations of both sets of requirements. Additionad complications arose with disqudifications
because of failure to meet the work search requirements or to register with the Job Service. The Ul
and EUC programs had different criteriafor renewed digibility, and previoudy disqudified clamants
might become dligible for one program but not the other. This additiona complexity meant thet,
because of the work search requirements, some claimants switched back and forth between Ul and
EUC programs.

States reported that they found ways to classify claimants job prospects as “not good” and to
monitor that these claimants registered with the Job Service, but that this requirement did not
adequately differentiate among clamantsin many sates. Haf the states we contacted reported that
they automaticaly dassfied all EUC claimants' job prospects as “not good.” Two of the states
indicated that Job Service gtaff found it difficult to register clamants, since there were no additiona

funds for handling the increased workload.
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Overdl, agency Seff fdt that emergency benefits programs would be eesier to adminigter if they
were more eadlly integrated into states regular Ul programs, so the states did not have to maintain two
sets of ingructions to clamants, two sets of criteriafor determining digibility, and two sets of

procedures in which to train field staff.

2. Interstate Claims

Most of the states we surveyed reported that the processing of interstate claims became more
difficult during EUC. Handling interstate dlamsis more complicated than handling intrastate daims
because of differencesin state Ul programs, but, they felt, EUC exacerbated the leve of difficulty in
deding with interdate dlams. State saff indicated that this was particularly true for options legidation,
since agent and liable states often trested options legidation differently. States found it difficult to inform
clamants of al their choices when information from one state was not readily available to another, such
aswhen adamant was digible for Ul in one state and digible for EUC in ancther.® The retroactivity of
the legidation further complicated adminigtration of interstate claims because states sometimes had to
coordinate collecting payments from one program--say, EUC--in one state to offset overpaymentsin
another program--say, Ul--in another tate, when claimants retroactively exercised the option to

choose which program they wanted to receive benefits from.

9EUC legislation also allowed states to calculate base period earnings in more than one way, which meant that the number of
potential calculations increased significantly.
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3. Effectson Administrative Resources

Because some centra office management and data programming staff had to be assgned to work
full time on EUC, gtates reported that routine tasks suffered and that most forward-looking
adminidrative activities were put on hold during EUC.

Some tates found that EUC greetly complicated their data reporting, while other states did not.
States that experienced particular difficulty with EUC had to develop pardld sets of formsfor EUC.
Some dtates felt that, in particular, the accuracy of their reports suffered because of the number of
reclassfications of claimants between Ul and EUC.

A few dtates reported small advantages from EUC. One state was able to test a program
(origindly designed for extended benefits) for mailing information to damants. Another sate indicated
that dtate agency staff understand their computer system better because EUC “tested the limits’ of the
sysem. Overdl, however, the states felt that the complexity of EUC, and the continued revisions,
made it impossible to complete planned activities to improve adminigration of the regular Ul program.
E. RELATIONSHIPWITH CLAIMANTS, THE PUBLIC, EMPLOYERS, AND THE

FEDERAL GOVERNMENT

Mog state respondents said that, overall, they were able to maintain good relationships with
clamants a atime when the Ul system was strained and public expectations for unemployment
compensation assistance were high. Despite the many changes in EUC and the behind-the-scenes
adminigtrative problems, state respondents thought that collecting EUC was straightforward for most
clamants and that most clamants made a rdatively smooth trangtion from Ul to EUC. Clamants dso

gopreciated the additiond benefits. Nevertheless, the complexity of the program, especidly the options
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legidation, confused some clamants; because of the confusion, some clamants may not have gpplied
for (or collected) dl benefits they were entitled to.

Most gates dso thought that, in generd, they could maintain good public relations, but thet the
frequent policy changes, in conjunction with unredistic expectations to get benefits out quickly, affected
thelr agencies ahility to serve clamants and led to more than the usual number of inquiries and
complaints, both from the public and from dected officids. A respondent in one Sate fdt that the
frequent policy changes and the seemingly incons stent ways claimants were trested--a claimant who
filed in one week might be digible for substantidly more or less money than a cdlamant who filed one
week |ater--were important hindrances to good community relations. Severa respondents thought that
EUC dripped the Ul system of some integrity because it was a“giveaway” program. These
respondents believe that EUC was provided for too long and that it discouraged claimants from seeking
and obtaining work.

Employersin most states had mixed experiences. As discussed above, employers were frustrated
by continued contacts by job seekers arisng from the stringent work search requirements and by
agency saff to verify job contacts. Many employers were confused by the flip-flopping of charges as
under- and overpaymentsto the regular system were corrected. However, agency staff aso reported
that employers appreciated the provison of noncharged benefits to clamants.

Mogt state adminigtrators thought they had good overal working rel ationships with the Ul regiond
offices but that administering EUC caused some strains in the federd-dtate relationship. Most
adminigirators reported frustration that the regions (often perceived to be caught in the same spot as the
dates) had difficulty interpreting the EUC legidation and disseminating information quickly. Some states

thought they wasted a great deal of resources because they were unable to get guidance from their
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regiond officesin atimely manner and because the advice received was often incorrect or conflicting.
When written ingtructions from the nationd and regiond offices were eventudly received, they were
unduly complex because they frequently cross-referenced other memoranda. Because states were
under intense pressure to get their syslems modified and get benefits out to claimants, they often had to
proceed without guidance or confirmation that their interpretations were correct. After implementation,
states sometimes found that they had to change their systems and correct the errors generated from
incorrect interpretation of the legidation. One state respondent felt that these experiences would

adversdly affect future contacts with the regiond office.

F. CONCLUSION

Emergency extended benefits programs are inherently difficult to implement initidly, but the EUC
program had implementation and administrative problems throughout its duration. Emergency programs
are commonly enacted after arecessonary period has begun, and implementation is expected to be
rapid. In addition, emergency programs often contain reachback provisions to provide benefits to
former damants, making initid implementation difficult. The EUC program experienced these
implementation difficulties, but it dso had severd components that made continued implementation and
adminidration of the program difficuilt.

The options legidation effective during EUC-3 and -4 is the prime example. Undoubtedly, some
claimants benefited from the option to collect EUC instead of Ul, but the SESAs expended substantial
time and resources trying to understand the options legidation, train staff, program the options
legidation into their computer systems (including overriding severa important computer checks that
ensure accurate processing of payments), and explain the legidation to clamants. SESAsaso had to
correct for under- and overpayments because of the retroactivity of the options legidation, aswel as

alow some clamants, who could argue that they lacked sufficient information to make an informed
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decison, to switch their choices. From society’ s perspective, it is unlikely that the gain to the clamants
who chose to collect EUC instead of Ul outweighed the extensive cost of implementing the options
legidation.

Another example of unnecessary complexity--one that added to adminigirative complexity without
offsetting benefits--is the five phases of EUC. Although emergency benefits programs are intended to
provide benefits when needed, and it is difficult to predict the length of arecesson, it would make more
sense to have fewer phases, with each phase lagting dightly longer than did the EUC phases. Attempts
at fine-tuning over severd phases lagting only afew months are not worth the effort, particularly when
clamants with periods of unemployment early in the emergency program qudify for the longer benefit
durations enacted during later phases.

A find operationd problem with EUC was the work search requirements.  Although increased
work search requirements make conceptua sense when providing emergency benefits to ensure that the
disncentives of extra benefits are counterbaanced, state respondents thought it impractica to
implement the more stringent work search requirements. Having work search requirements that
differed from the requirements for regular Ul caused the program and its adminigtration to become
more complex. At the same time, since few jobs were available, more stringent requirements may not
have led to more rapid reemployment of claimants.

Eliminating some of the complexity often associated with emergency programs, such as EUC and
lengthening the duration of each phase, would help minimize problems inherent in these types of
programs. Although the programs may ill need to be implemented quickly and address the legitimate
needs of some claimants through reachback provisons, having a minima number of components
different from the regular Ul program would reduce the need to modify computer programs and train
gaff. Thiswould result in fewer errorsin clams processing, and adminigrative costs might be

subgtantialy lower.
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VIlI. CONCLUSIONSAND LESSONSFOR POLICY

The Emergency Unemployment Compensation (EUC) program, as implemented, contained two
different components. The largest congsted of a program that extended individua workers potentia
durations of unemployment compensation. This component, targeted at workers suffering long-term
unemployment, was smilar to earlier emergency extended benefits programs.  Federd Supplementd
Bendfits (FSB), in the 1970s, and Federa Supplemental Compensation (FSC), in the 1980s. Its most
important difference from these “third-tier” programs lay in the precise way in which EUC interacted with
the regular, permanent Extended Benefits (EB) program. Specificaly, EUC legidation permitted statesto
subgtitute EUC for EB in Stuations where EB otherwise might have been avallable. Mogt dtates availed
themsalves of this option throughout the period in which EUC was available. This had the practica effect
of turning EUC into a “second-tier” program as well. That is, for most workers suffering long-term
unemployment, EUC was the only source of extended benefits during the recession of the early 1990s.

The second component of EUC was uniqueto that program. During Phases 3 and 4 of itsfive phases,
some workerswho normally would have collected benefitsunder theregular Unemployment Insurance (Ul)
program had the option of collecting EUC benefits indead. Because the only clamants digible for this
optionwerethose beginning anew benefit year, such clamsacted asasubgtitutefor regular Ul and served
a different category of worker (specifically, workers who expected recal and who had much shorter
periods of unemployment than those who usudly collect benefits under extended benefits programs).
Although benefits paid under thiscomponent probably totaed lessthan 15 percent of dl benefitspaid under
EUC, the novdty of its structure suggests that considerable attention be devoted to it in our overdl

evdudion.

163



A. CONCLUSIONS

Our review of the EUC program suggests 11 conclusions abouit its overdl impact and effectiveness.

1. The extended benefits component of the EUC program performed an important
countercyclical role during the recession of the early 1990s. The rdaivey long
duration of the program and its widespread implementation by the states were appropriate,
given the extended weakness of the |abor market exhibited in that recesson. EUC appears
to have avoided both the overly generous and the poorly targeted benefitsthat characterized
the extended benefits programs (EB and FSB) in the 1970s and the overly long duration of
the FSC program of the early 1980s. Although no one measure of the performance of the
EUC program capturesdl its countercyclical features, the exhaustion rateis perhapsthe best
sngle measure. We estimated that availability of itsextended benefits component permitted
the overal system of unemployment compensation to provideadightly lower exhaugtion rate
(our estimates ranged from 17 to 24 percent) than the rate that characterizes the system
during nonrecessionary periods. These benefits replaced about 2.4 percent of the shortfal
in rea disposable income attributable to high unemployment throughout the recessonary
period.

2. The size and scope of the EUC program significantly exceeded what would have
been provided under theregular EB program. Our smulations suggested that, in the
absenceof EUC, only about 3 million exhausteeswoul d have been covered under theregular
EB program during the period 1991.4 to 1994.2, even if dl states had adopted the total
unemployment rate asatrigger for EB. On the other hand, EUC (which effectively replaced
EB during this period) paid benefits to about 7.7 million regular Ul exhaustees under its
extended benefitscomponent. Evenwith modestly rdaxed trigger thresholds, EB would have
been a substantialy smaler program than EUC. In actudlity, of course, EB itsdlf played
virtudly no rolein therecesson of theearly 1990s. In addition, thefederd financing of EUC
resulted in $3 to $4 hillion in trust fund savings for the states.  These savings were
concentrated in a smdl number of dates, reaulting in an average Unemployment
Compensation (UC) tax rate saving of approximately 0.25 percentage point in those states
where EB would have been payable.

3. Implementation of the extended benefits component of EUC presented a number of
administrative complexities arising from its multiple-phase structure and its
integration with theregular Ul program. Mos of these difficulties arose from the time
pressure state officialswere under to incorporate EUC into their operations. Because some
of EUC's provisons (for example, maximum durations) were changed frequently, and
because the program incorporated some provisionsthat differed from those of theregular Ul
program (for example, more stringent work search requirements), it was often impossble to
devote the necessary care to establishing systems and procedures for paying benefits.
Hence, dthough the phase structure of EUC did permit a flexible response to recessonary
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conditions as they became apparent, more attention might have been paid to easing the
dates implementation of the programs and to streamlining trangtions among its phases.

The characteristics of individuals receiving EUC under its extended benefits
component resembled those of recipients of previous programs, although a few
significant differencesreflecting thechanging composition of thelabor market were
apparent. Recipientswho received both Ul and EUC weremorelikey to be older, femde,
and part of a minority group than were shorter-term recipients who received only Ul.
Compared to previous emergency programs, they werelesslikely to be from manufacturing
indudtries than were recipients of FSB and FSC (for example, 30 percent under EUC, as
opposed to 44 percent under FSB). Femaes aso condtituted alarger fraction of recipients
under the extended benefits component of EUC, than had been the case under the previous
emergency programs (44 percent in EUC, versus 37 percent in FSC). Still, it seems clear
that the extended benefits portion of the EUC program served workers suffering long-term
unemployment who shared many smilarities with workers who collected under earlier
emergency programs.

Workers receiving benefits under the extended benefits component of EUC
experienced considerable difficulty in finding reemployment. Despite extensivejob
search, it took many recipients a long time to find ajob. Moreover, approximately 23
percent of workers who received benefits under the extended benefits component of EUC
never (during an average follow-up period of three and one-haf years) found a new job.
Many of those extended benefits recipients who found new jobs reported subsequent job
Separations, suggesting that much of thereemployment wasinreatively ungtablejobs. Two-
thirds of those who became reemployed found jobsin indudtries different from those of their
prior jobs. About 4 out of 10 workers experienced wage losses of at least 25 percent.

Substantial numbers of individuals receiving benefits under the extended benefit
component of EUC received reemployment services from the Job Service or
education or training. However, not all recipientsreceived reemployment services,
and those receiving education or training were not always the individuals who
appeared to be most in need of further education or training. Approximately 75
percent of long-term reci pientsreceived servicesfrom the Job Service; however, 25 percent
did not. Seventeen percent began education or training programs while collecting benefits
or beforethedart of ajob. Thisseemslikeasubstantial number, sncenot dl recipientsneed
or could benefit from education or training. However, those who did enter education or
traning tended to be better educated and to have greater earnings possibilities than those
who did not. Redatively few individuas who were high school dropouts or who had low
wages on thar pre-benefits jobs participated in education or training.

The extended benefits portion of the EUC program kept a considerable number of

familiesfrom falling below the poverty line. Nevertheess, EUC benefits aone often
were insufficient to keep families out of poverty when there was no working spouse or
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10.

11.

partner. Another factor exacerbating the low incomes of EUC recipients families was that
they had very low rates of receipt of benefits from retirement and transfer programs.

Approximately5 percent of all EUC first payments (and 30 percent of first payments
during Phase 1 of the program) were made to “ reachback” eligibles. Mean weeks
of EUC collected, average total benefits recelved, and exhaudtion rates for this group were
very amilar to those of other EUC recipients during Phase 1.

Theoptional claims component of EUC permitted statesto achieve savingsto their
Ul trust funds when workers chose to substitute EUC benefits for regular Ul
benefits that would otherwise have been payable to them. Inaccuracies and
shortcomings in the reporting of optiona claims made it difficult to obtain precise figuresfor
the dollar value of benefits payable under them. Overdl, however, we estimate that these
benefits may have amounted to between $3.4 and $4.6 billion. This represented 12 to 16
percent of al EUC benefit dollarsand 5to 7 percent of regular Ul benefits during the period.
Our datad so suggested that the actud trust fund savingsfrom the optiona claims component
of EUC were unevenly distributed among the sates, with some statesreceiving the equivaent
of afull percentage point in Ul tax rate relief, while others received less than a tenth that
amount.

This optional claims component of EUC added major complexities to the
administration of EUC during Phases 3 and 4. Presenting information to clamants
about the EUC optiona claims provision was time-consuming and difficult, snce both gaff
clamants found the options hard to understand. Integrating the payment of optiona clams
into state Ul systems aso requiired overriding many existing computer safeguards. Therapid
implementation of Phase 3 of EUC meant that there wasllittle timeto validate new computer
code. Thismeant that officials often wereforced to overridetheir sysemsmanudly. Further
complicating the Situation were issues in the proper interpretation of some optiond claims
procedures.

The overwhelming majority of workers who collected benefits under the EUC
optional claims component were not long-term unemployed. These workers were
much morelikely to expect recdl to their prior employers, to do lessjob search, and to have
sgnificantly higher reemployment rates than workers who collected under the extended
benefits component. Indeed, average totd unemployment compensation benefits collected
by workers choosing the optional claims portion of EUC amounted to only about 25 percent
of the average tota amount of UC benefits collected by workers collecting under the
extended benefits component of EUC.

166



B. POLICY IMPLICATIONS
These conclusons suggest four broad implications for future unemployment compensation policy

toward extended benefits;

1. Intheabsence of major changesto the EB trigger mechanism, it seemslikely that
future emergency programs will haveto function asboth “ second-tier” and “ third-
tier” extended benefits programs. Trigger rates under EB are smply too high and too
constrained by thetrigger rates threshold requirements to permit EB to provide the level of
benefits that EUC did during the recession of the 1990s. Because the gods of future
programs are likely to be amilar to those of EUC (although the specifics will be tailored to
particular recessionary circumstances), thesetoo will likely be used as subdtitutes for EB if
the Ul system isto continueto provide adequate support to long-term unemployed workers.

2. Operations of future EUC-type programs would be significantly improved if
implementation could be streamlined. In particular, dthough the phase Structure
incorporated in EUC provided flexibility in meeting recessionary needs asthey arose, these
phases were often too short and contained administrative procedures that were changed too
frequently for states to adapt to them. Operation of the program would be much smoother
if gate adminigtrators had more time to adapt their systems to the program’ s requirements
and if badic provisons (such asjob search requirements) were more carefully integrated with
existing Ul procedures.

3. Experiences of recipients of extended benefits under EUC suggest the need for
enhanced|abor market services. Clearly, many of theserecipients experienced sgnificant
difficultiesin finding reemployment asaresult of the 1990srecesson. While many recipients
received some reemployment services, there appears to have been a need for additiona
services directed toward workers who are likely to collect extended benefits and who
probably will have difficulty finding jobs comparable to their pre-benefits jobs. However,
the Worker Profiling and Reemployment Services systems that have been introduced since
the end of the EUC program now provide a mechanism to direct reemployment services
toward workers who are likely to collect extended benefits.

4. The optional claims component of EUC should not be a component of future
extended benefits programs. The optiona claims component may have helped some
clamants avoid reductions in weekly benefit amounts as the result of entering anew benefit
year, as was intended, but the vast mgority of benefits paid under this option went to the
short-term, rather than long-term, unemployed. 1t wasaso extremely difficult to adminigter.
Overdl, such a component plays no useful role in a policy intended for the long-term
unemployed.
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APPENDIX A

EUC PROVISIONS, BY PHASE
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TABLEA.1

SUMMARY OF THE FIVE PHASES OF EUC

Dates of Eligibility

EUC Duration and Trigger
Phase PublicLaw  [DateEnacted Effective Termination Levels EB Funding Options to Claim Other
1 102-164 (the November November 17, |July 4, 1992 | Created threetiers of EUC |Allowed governors to Funds in the Extended
Emergency 15, 1991 1991 benefit durations, at 6, 13, |deactivate EB to pay Unemployment
Unemployment or 20 weeks. Stateshad [EUC. In statesinwhich | Compensation Account
Compensation Reachback 13 weeks if the AIUR was |EB wasin use, claimants | (EUCA) were used. A
Act of 1991) provisions for at least 4 percent in the received EUC benefits one-year extension of the
those whose preceding 12 weeks and only after EB benefits 0.2 percent Federal
benefit year the current week or if the |were exhausted and only Unemployment Tax Act
ended after AIUR was 2.5 percent and |the amount in excess of surtax and a variety of
February 28, the exhaustion rate 29 the amount paid through | offsets and tax extensions
1991 percent. States had 20 EB. were used to meet Budget
weeks if the AIUR was at Enforcement Act (BEA)
least 5 percent in the reguirements.
preceding 12 weeks and
the current week or if the
average TUR was at |east
9 percent in the previous
6 months.
102-182 December 4, [Retroactiveto [June 13,1992 |Eliminated the 6-week
1991 November 17, tier; for those states,
1991 individuals were eligible
for 13 weeks.
2 102-244 February 7, |February 8, July 4,1992 | Weeks of maximum BEA funding
1992 1992 benefits were increased to reguirements were met via

either 26 or 33 weeks,
subject to a maximum of
130 percent of a
claimant’s regular benefit
payments, for claimants
filing initial claims from
February 9, 1992, to June
13, 1992. For claimants
filing after June 13, 1992,
or for claimants with
nonconsecutive weeks
claimed, the maximum
benefits were decreased to
either 13 or 20 weeks.

atemporary acceleration
in payments of corporate
income taxes and
carryover pay-as-you-go
financing from earlier
entitlement legislation.
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TABLE A.1 (continued)

Dates of Eligibility

EUC Duration and Trigger

Phase PublicLaw  |DateEnacted Effective Termination Levels EB Funding Options to Claim Other

3 102-318 July 3,1992 [Retroactiveto [No new Set EUC durations to Governors' option to All EUC benefitsfunded  [Anindividual could |States could use

June 13, 1992 | claims after either 20 or 26 weeks, deactivate EB to pay EUC | by general revenue funds |defer rights to more than one

March 6, subject to amaximum of  (was not applicable for any |deposited in the EUCA, regular Ul benefits  |method to measure
1993. No 100 percent of a EB period beginning after | satisfying BEA for weeks of employment and
payments claimant’sregular benefit [March 6, 1993. New requirements through unemployment earnings (had at
after June 19, | payments for the most claimants in states that several non-Ul income beginning on or least 20 weeks of
1993. recent benefit year. used EB and had an EUC | and tax adjustmentsand ~ |after July 3, 1992, |employment in the

Benefit durations dropped
to either 10 or 15 weeks,
subject to a maximum of
60 percent of a claimant's
regular benefits,
depending on the state
unemployment rate when
the seasonally adjusted
national TUR was 6.8-7
percent for 2 consecutive
months.

Benefit durations dropped
to either 7 or 13 weeks,
subject to a maximum of
60 percent of aclaimant’s
regular benefits,
depending on the state
unemployment rate when
the seasonally adjusted
national TUR was less
than 6.8 percent for 2
consecutive months.

balance after March 6,
1993, could receive
payments from the
program (EB or EUC)
with the greater balance.

Allowance for usage of 3-
month average TUR as
trigger for EB. Changed
EB durations from exactly
13 to either 13 or 20
weeks.

carryover pay-as-you-go
financing from earlier
legislation.

to collect EUC
associated with the
most recent prior
benefit year.

base period, earned
150 percent of the
base period high
quarter wages
during the base
period, or earned
wages during the
base period of at
least 40 times the
claimant’s weekly
benefit amount for
regular benefits) for
qualifying purposes,
rather than using
one method
exclusively, aswas
required prior to
July 3, 1992.




TABLE A.1 (continued)

Dates of Eligibility

SV

EUC Duration and Trigger
Phase PublicLaw  |DateEnacted Effective Termination Levels EB Funding Options to Claim Other
4 103-6 March 4, March 6, 1993 | No new Governors' option to All EUC benefits for Changed the work
1993 claims after deactivate EB to pay EUC |initial claims attributable search requirements
October 2, was not applicable for any |to weeks of from those in the EB
1993. No EB period beginning after | unemployment beginning provisions to those
payments October 2, 1993. New after October 2, 1992, in state law
after January claimants in states that funded by general provisions for
15, 1994, used EB and had an EUC [ revenue funds included in regular Ul.
balance after October 2, the DOL Appropriations
1993, received payments | Acts and then transferred
in the program (EB or to the EUCA.
EUC) with the greater
balance.
103-6 July 26, Revised interpretation of
1993 the 7 percent and 6.8

percent thresholds of the
national TUR before EUC
durations changed (per
P.L. 102-318). The7
percent period would be
in effect when the
national TUR for each of
the 2 most recent months
was less than 7 percent,
rather than when the
average of the 2 months
was less than 7 percent.
Similar interpretation for
the 6.8 percent threshold.
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TABLE A.1 (continued)

Dates of Eligibility

EUC Duration and Trigger
Phase PublicLaw  |DateEnacted Effective Termination Levels EB Funding Options to Claim Other
5 103-152 November Retroactiveto | No new Amended maximum Governors' option to Benefits for initial claims- |Repealed the option
24,1993 October 2, claims after number of benefit weeks |deactivate EB to pay EUC | attributable to established in P.L.
1993 February 5, to either 7 or 13, subject |was not applicable for any [ unemployment beginning |102-318, whereby a
1994. No to a maximum of 50 EB period beginning after | after October 2, 1993, claimant could
payments percent of the claimant’s |February 5, 1994. New were paid from the choose either to file
after April 30, | regular benefits. claimants in states that EUCA, financed through  |anew claim or
1994. used EB and had an EUC | savings from profiling receive EUC on the

balance after February 5,
1994, received payments
in the program (EB or
EUC) with the greater
balance.

requirements, elimination
of choicein filing, and
increases in the sponsor-
to-alien deeming period
under Supplemental
Security Income.

basis of a prior
benefit year.
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DURATIONS OF EUC BENEFITSOVER TIME, BY STATE, IN WEEKS

TABLEA.2

State-
EUC-1 Specific State-Specific State-Specific Trigger State-Specific
P.L. 102- Duration Duration Duration Changes from Duration EUC-5 State-Specific
162 and Changes EUC-2 Changes EUC-3 Changes EUC-3and Changes PL. 103 Duration
102-182  WhileEUC-  PL.102-244  WhileEUC-2 PL.102-318 WhileEUC-3 EUC4PL. WhileEUC-4 152 Changes While
11/17/91 1in Effect 2/8/92 in Effect 6/14/92 in Effect 103-6 3/6/93 in Effect 10/2/93  EUC-5in Effect
AL 13 26 20 10 7
AK 20 3 26 15 13 1/23/94--onto
EB
AZ 13 26 20 10 7
AR 13 2/2/92--20 3 20 10 7
CA 13 1/5/92--20 3 26 15 13
CcO 13 26 20 10 7
CcT 20 3 26 11/1/92--20 10 7
DE 13 26 20 10 7
DC 13 26 20 10 7
FL 13 26 20 10 7
GA 13 26 20 10 7
HI 13 26 20 10 7
ID 13 2/9/92--20 3 26 7/19/92--20 15 7/4/93--10 7
2/21/93--26
IL 13 26 20 10 7
IN 13 26 20 10 7
1A 13 26 20 10 7
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TABLE A.2 (continued)

State-
EUC-1 Specific State-Specific State-Specific Trigger State-Specific
P.L. 102- Duration Duration Duration  Changesfrom Duration EUC-5 State-Specific
162 and Changes EUC-2 Changes EUC-3 Changes EUC-3and Changes PL. 103 Duration
102-182  WhileEUC-  PL.102-244  WhileEUC-2 PL.102-318 WhileEUC-3 EUC4PL. WhileEUC-4 152 Changes While
11/17/91 1in Effect 2/8/92 in Effect 6/14/92 in Effect 103-6 3/6/93 in Effect 10/2/93  EUC-5in Effect
KS 13 26 20 10 7
KY 13 26 20 10 7
LA 13 26 20 10 7
ME 20 3 26 8/30/92--20 10 3/28/93--15 7 3/27/94--onto
6/27/93--10 20 weeks EB
MD 13 26 20 10 7
MA 20 3 26 8/2/92--20 10 7
MI 20 3 26 10/25/92--20 10 7
MN 13 26 20 10 7
MS 20 3 2/16/92--26 20 10 7
MO 13 26 20 10 7
MT 13 26 3/8/92--33 20 10 3/7/93--15 7
6/12/93--10
NE 13 26 20 10 7
NV 13 26 3/8/92--33 20 10 7
6/6/92--26
NH 13 26 20 10 7
NJ 20 33 26 11/22/92--20 10 3/7/9--15 7
6/13/93--10
NM 13 26 20 10 7
NY 13 26 2/16/92--33 26 7/12/92--20 10 7
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TABLE A.2 (continued)

State-
EUC-1 Specific State-Specific State-Specific Trigger State-Specific

P.L. 102- Duration Duration Duration Changes from Duration EUC-5 State-Specific

162 and Changes EUC-2 Changes EUC-3 Changes EUC-3and Changes PL. 103 Duration

102-182  WhileEUC-  PL.102-244  WhileEUC-2 PL.102-318 WhileEUC-3 EUC4PL. WhileEUC-4 152 Changes While

11/17/91 1in Effect 2/8/92 in Effect 6/14/92 in Effect 103-6 3/6/93 in Effect 10/2/93  EUC-5in Effect
NC 13 26 20 10 7
ND 13 26 20 10 7
OH 13 26 20 10 7
OK 13 26 20 10 7
OR 13 1/12/92--20 3 26 9/27/92--20 15 7/11/93--10 7 10/3/93--onto

1/31/93--26 EB
2/26/94--off EB
PA 13 1/26/92--20 3 26 8/16/92--20 10 3/21/93--15 7
6/20/93--10
RI 20 3 26 15 7 1/16/94--13
SC 13 26 20 10 7
SD 13 26 20 10 7
TN 13 26 20 10 7
TX 13 26 20 10 7
uT 13 26 20 10 7
VT 13 1/19/92--20 3 26 8/16/92--20 10 5/09/93--15 7
8/8/93--10
VA 13 26 20 10 7
WA 13 2/2/92--20 3 26 7/14/92--20 15 6/27/93--10 7 10/3/93--onto
1/31/93--26 EB

2/26/94--off EB
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TABLE A.2 (continued)

State-
EUC-1 Specific State-Specific State-Specific Trigger State-Specific
P.L. 102- Duration Duration Duration  Changesfrom Duration EUC-5 State-Specific
162 and Changes EUC-2 Changes EUC-3 Changes EUC-3and Changes PL. 103 Duration
102-182  WhileEUC-  PL.102-244  WhileEUC-2 PL.102-318 WhileEUC-3 EUC4PL. WhileEUC-4 152 Changes While
11/17/91 1in Effect 2/8/92 in Effect 6/14/92 in Effect 103-6 3/6/93 in Effect 10/2/93  EUC-5in Effect
\AY 20 3 26 15 13
Wi 13 26 20 10 7
A4 13 26 20 10 7
SOURCE:

Unpublished table "Emergency Unemployment Compensation Periods,” by U.S. Department of Labor and Federal Register, Washington, DC, U.S.
Government Printing Office, various days.



APPENDIX B

SAMPLE DESIGN AND SAMPLE WEIGHTS



The sample for the Emergency Unemployment Compensation (EUC) evauation was designed to
represent the national population of EUC recipients and to provide sufficient statistical precison to meet
the descriptive and andlytic objectives of the study. It was aso designed to provide a comparisongroup
of Unemployment Insurance (Ul) recipientswho did not receive EUC,; thisgroup was representative of the
nationd population of Ul-only recipients when EUC was available. More specifically, the sample design
cdled for atwo-stage sampling process. initidly, 23 states were sdected; then, recipients in those states
were sdlected. Adminidrative records were to be collected and andyzed for the recipient samples and
survey data were to be collected for subsamples.

In practice, anumber of states selected for the sample were unable to participate. Additiond States
were selected and asked to participate, but, in the end, only 18 of the 35 states that were asked provided
samplesof recipients. Inaddition, responseratesfor thesurvey werelow (just under 50 percent), primarily
dueto difficulty in locating respondents (see Appendix C).

Both state and respondent nonresponse raise the possibility that estimates from the samples may be
biased. However, our andyss of thisissue suggests that the adminigtrative records samples from the 18
states can be weighted to represent the nationa population on key dimensions of Ul receipt. Therefore,
we believe that the results we obtain with these samples can be characterized as representing the nation.
We use an andogous procedure to weight the 16 state survey samples to be nationaly representative.!
Furthermore, our analysis of survey nonresponse (Appendix C) suggests that the respondents are Smilar
to nonrespondents on key demographic and Ul receipt characteristics.

We now turn to adiscusson of the sample design and our procedure for computing weights.

I Administrative samples from two states were received too late to be included in the survey.
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A. INITIAL SAMPLE DESIGN

The sample design for the EUC evduation was intended to fulfill three main objectives. Fird, it was
designed to produce a sample that was representative of the national population of EUC recipients.
Second, it wasintended to provide acomparison group of Ul recipientswho did not receive EUC that was
representative of the nationa population of Ul-only recipients when EUC was available. Third, it was
meant to provide sufficient Satistical precison for the descriptive and andytic objectives of the study.

To addressthefirst objective, we defined the EUC sampleframeasdl individudsinthe 51 sateswho
received an EUC payment.? We planned to sdlect a sample from this sample frame and to collect
adminigtrative records data for this sample. We aso planned to collect survey datafor a subsample but
to limit the survey subsampleto individuaswho began collecting EUC in July 1992 or later. Weredtricted
the survey subsample because we wanted to limit the period for which recipientswere asked to recall labor
market events. We chose July 1992, which wasthe start date of EUC Phase 3, so that the survey sample
would be representative of EUC recipients in Phases 3 through 5.

To address the second objective, we defined the Ul-only sample frame as dl individuds in the 51
stateswho began collecting Ul between January 1991 and September 1993 and who did not collect EUC.
We chosethese start and end datesfor this sample to capture the mgority of Ul recipientswho could have
collected EUC. Although some individuas who began collecting Ul as early as March 1990 collected
EUC through its reachback provisons, the number of such individuas was smal reative to the entire Ul

population. For this reason, we restricted the comparison group to individuals who were more likely to

Aweincluded in our universe the 50 states plusthe District of Columbia. For convenience, werefer to thisgroup asthe “51 states.”
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trangtion to EUC if they exhaugted UIl. Individuds who began collecting Ul in early 1991 would have
exhausted Ul inthe second half of 1991 and could have collected EUC beginningin November 1991. We
chose September 1993 as the end date for this comparison sample for smilar reasons. Some individuds
who started collecting Ul after September could have exhausted Ul and begun collecting EUC prior to
February 5, whenthelast EUC initial cdlamsweretaken, but most individua swho ended up on EUC would
have begun collecting Ul earlier. Findly, we decided that the Ul-only interview subsample would include
Ul-only recipients who began collecting Ul between January 1992 and September 1993. We chose
January 1992 asthe start date to include individual s who would have been likely to collect EUC beginning
in July 1992 or later if they had collected EUC.

To address the third objective, we decided that a reasonable precison standard for the survey
subsamples would involve describing attributes of the EUC population with a + 2.5 percent, 95 percent
confidence interva and differences between the EUC and Ul-only samplesof + 6.0 percent at 95 percent
confidence, for attributes with an incidence of 50 percent in the population. We calculated that these
objectives could be achieved with roughly 1,500 EUC and 900 Ul-only sample members, if the samples
were Smple random samples of the nationa population.®

Because the UC program operates separately in each State, however, it was, not feasible to select
ample random samples from the nationd population of EUC and Ul-only recipients. Instead, we chose
atwo-stage sampling procedure that involved the random sdlection of statesinthefirst stageand recipients
inthe second stage. Specificaly, we decided to choose satesin thefirst stage with probability proportiona

totheszeof their EUC population and then to choose equa-sized samples of EUC recipientsin the second

3\Ne used atwo-tail test at the 80 percent power level for this computation.
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stage.* This procedure maintained equal probabilities of sdlection for al EUC recipients and wasintended
to yidd a sdf-weighting sample of EUC recipients. A comparable Ul-only sample was dlocated to each
gatein away that was designed to provide a salf-weighting sample of such individuas.®

Because of the two-stage sample design, we dso had to increasethe EUC and Ul-only samplesizes
to takeinto account the loss of Satigtical precison (termed the“design effect”) resulting from dlustering the
sample in alimited number of sates. To account for the importance of design effects, we considered the

degree to which average Ul benefit duration varies across states.® In 1991, average Ul duration

43 ncethe EUC caseload was heavily concentrated in afew states, this procedure was modified slightly to allow for the fact that the
sample would definitely contain the largest states. Once these states were identified, sample sizes were allocated to them in proportion
to their representation in the national caseload. The remaining stateswere then selected with probabilities proportional to size, with equal
size samples being allocated to each state.

5To draw anationally representative sample of regular Ul-only recipients, we needed to account for the fact that the selection
probabilities of stateswere relative to the EUC population, rather than to regular Ul-only recipientsor to recipientsin general. Following
the approach used in an earlier study, regular Ul-only recipients were sampled with equal probabilities of selection by allocating larger
numbers of regular Ul-only recipients to states with smaller numbers of EUC recipients, according to the following formula (Corson and
Dynarski 1990):

™ Q"X[(@Q&E)/E]R

where, for statej, Q istheregular Ul-only sample, X; is the expected size of the subsample of our sample of EUC claimants who collected
regular Ul earlier in their unemployment spells, E; is the ratio of the total number of EUC recipients who previously collected Ul in the
state to the total number of Ul recipientsin the state, and R is the uniform sampling rate required to adjust the size of the Ul-only sample
to the desired total number.

6We used average benefit duration for regular Ul to assess the importance of design effects. Although other variables would yield
different results, we expected that the variation among states on this variable would indicate variation in important outcome variables,
such as duration of EUC receipt.
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nationwide was 15.8 weeks, however, an examination of average duration by State reveded important
systematic variaion. Average duration was more than 17 weeks in five states and less than 12 weeksin
nine dates. Because earlier studies of the Ul population (see, for example, Corson and Dynarski 1990)
suggested that the total variancein average Ul duration isabout 144 weeks, we used the variation in state-
level averagesto estimate the state component of variance and alocated total variance between individuas

and States as follows’

Variance Component Variance Percentage

Individual Recipient 137.6 95.6
State 6.4 4.4
Total 144.0 100.0

These data suggested that 4.4 percent of the variability in average benefit duration is attributable to state-
specific factors and the remaining 95.6 percent to recipient-specific factors. Although 4.4 percent at first
seems likeasmdl amount, itisamgor component of variability for asample of EUC recipientsdrawn from
asmall subset of Sates.

We explored the implications of this Situation for various recipient and state sample sizes. We found,
for example, that the tandard deviation of the estimate of average benefit duration made from asmple
random sample of 2,500 recipientsdrawn from al 51 stateswould be .24 (the* one-stage” smplerandom
sanple estimate). If the sample was restricted to 15 dtates, the standard deviation would be .42, a

difference of 75 percent. In this example, the sample of 2,500 recipients drawn from 15 states would

"The wei ghted state-level variance in average duration is equal to Swy(d; - d,)?, where w; is the state share of the population, and
dsand d, are state average duration and national average duration, respectively.
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provide the same datigtical precison as a one-stage smple random sample of only 821 recipients (the
“effective’ sample sze) drawn from al 51 gates. Increasing the recipient sample size would do little to
improve precison, because the source of the high variance is state specific, not recipient-specific. For
example, doubling the sample to 5,000 recipients drawn from the same 15 states would only increase the
effective sample sze from 821 to 974 (an increase of 19 percent). Instead, substantidly greater gainsin
precisioncould be achieved by increasing the number of states. For example, with 23 statesinstead of 15,
asample of 2,500 recipients has an effective Sze of 1,547, compared with 821 for 15 dates.

On the basis of this analysis, we decided to draw our sample from 23 states and to interview 2,500
EUC recipientsand 1,500 Ul-only recipients. Eleven states (New Y ork, Cdifornia, Pennsylvania, Texas,
New Jersey, lllinois, Horida, Michigan, North Carolina, Ohio, and M assachusetts), representing 64 percent
of the EUC population, were selected with certainty and alocated 64 percent of our sample (see Table
B.1).

The remaining noncertainty states could have been sdected by a smple random drawing from the
remaining states with probabilities of selection proportiond to size; however, we believed additiona
dratification was warranted. Specificaly, we chose the 12 noncertainty states on the basis of a dratified
sample according to average Ul benfit duration.?  This gratification was intended to ensure adequate
vaiahility in the sample dong dimensions, such as labor market strength and generosity of state U,
programs that are approximated by the average duration figures. To accomplish the stratification, the 42
noncertainty states were grouped into three equal-sized strata--high, medium and low duration--with four

states being salected from each stratum as shown in Table B.1.

870 ensure regional representativeness, we ordered states within stratum by region.

B.8



TABLEB.1

STATE SELECTION PROBABILITIES

Selection Supplementary Sample
Probability
DOL Number of Average Statesin Statesin
Selection Criteria State  Region EUC First Benefit 23 States Initial Supplementary
Claims Duration Sample Sample
Certainty States NY 2 1,099,894 20.03 1 X
CA 9 1,030,755 16.54 1 X
PA 3 594,664 16.70 1 X
TX 6 528,744 15.17 1 X
NJ 2 479,865 18.05 1 X
IL 5 466,784 17.23 1 X
FL 4 464,163 15.02 1 X
Ml 5 422,678 14.51 1 X
NC 4 322,288 10.50 1 X
OH 5 272,271 14.71 1 X
MA 1 252,241 18.95 1 X
High-Duration States ME 1 81,584 15.84 0.30 X
VT 1 20,676 16.14 0.08
CT 1 198,648 16.19 0.73 X
RI 1 83,076 16.73 0.30 X
WV 3 55,519 15.12 0.20 X
MD 3 140,084 16.69 0.51
DC 3 44,254 20.51 0.16 X
MN 5 110,940 15.65 0.41 X
NM 6 14,854 15.89 0.05
OR 10 129,269 14.93 0.47 X
AK 10 43,790 15.33 0.16
WA 10 177,344 16.10 0.65 X
Medium-Duration States DE 3 15,694 14.22 0.06
MS 4 85,884 13.23 0.31 X
KY 4 90,465 13.71 0.33 X
Wi 5 126,852 13.19 0.46 X
AR 6 67,191 12.94 0.25
OK 6 60,759 14.36 0.22 X
LA 6 110,283 14.51 0.40 X
MO 7 193,860 14.52 0.71 X
KS 7 60,004 14.53 0.22 X
MT 8 22,474 13.80 0.08
wy 8 10,047 14.13 0.04
HI 9 30,882 13.00 0.11
NV 9 53,816 14.60 0.20 X
AZ 9 91,442 14.71 0.33
Low-Duration States NH 1 35,918 12.38 0.13
VA 3 237,954 12.33 0.87 X
AL 4 104,671 11.01 0.38 X
Se 4 102,012 11.72 0.37 X
GA 4 154,815 11.73 0.57 X
TN 4 184,164 12.93 0.67 X
IN 5 114,853 11.58 0.42 X
NE 7 16,849 11.27 0.06
IA 7 57,078 12.67 0.21
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TABLE B.1 (continued)

Selection Supplementary Sample
Probability
DOL Number of Average Statesin Statesin
Selection Criteria State  Region EUC First Benefit 23 States Initial Supplementary
Claims Duration Sample Sample
D 8 3,560 10.66 0.01
uT 8 29,446 11.75 0.11
ND 8 14,681 12.17 0.05 X
(60) 8 66,902 12.47 0.24 X
ID 10 39,054 11.74 0.14
Total 9,215,995 15.80 23 23 12
NOTE: EUC claims are for first payments based on regular Ul, Unemployment Compensation for Ex-Servicemen (UCX), and

Unemployment Compensation for Federal Employees (UCFE). The average benefit duration is for regular Ul in 1991.
It is computed from datain the U.S. Department of Labor, Ul Database.

aThe weight is the state share of EUC claims times 51.
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Fndly, we decided to sdect, at a minimum, 10,000 EUC recipients and 10,000 Ul-only recipients
asthefirgt stage of the sampling process. We intended to obtain administrative recordsfor these samples
and then sdlect the smdller samples (2,500 EUC recipientsand 1,500 Ul-only recipients) for theinterview.
We chose 10,000 as the sample size for each of these adminigirative records samples to ensure that we
had enough sample membersto (1) complete 4,000 interviews on subsamplesdrawn from thelatter three

phases of EUC, and (2) examinethe characteristics and experiences of EUC recipientsby program phase.

B. IMPLEMENTATION OF THE SAMPLE DESIGN

Weimplemented our sample design by contacting the 23 states we sel ected and asking them to select
randomsamplesof recipientswho either collected EUC or who began collecting Ul between January 1991
and September 1993. To reduce the burden on states, we did not ask them to give us separate EUC and
Ul-only samples. Instead, we asked for a sngle sample of recipients who met either criterion (collected
EUC or collected Ul during the rlevant period). In addition, we used data on the number of EUC and
Ul first paymentsreported by statesto the Unemployment Insurance Serviceto set sampling ratesdesigned
to meet our target of having aminimum of 10,000 EUC and 10,000 Ul only sample members. Sincethe
EUC population was smdler than the Ul-only population, and since we were consarvative in setting the
sampling rates, this approach meant that we ended up with administrative records samplesthat were larger
than our minimums,

Since our sample frame covered severd years, we also asked states to provide adminidirative data
on dl benefit years established during this time frame by members of this sample. When we used
adminigrative data for our analyss, we sometimes used the individua as the unit of andyss and we
sometimes used the benefit year. However, we had to decide how to handle individuas with multiple
benefit yearsin theinterviewing subsample, since theinterview used the benefit year begin date to establish
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atimeframefor the interview which began with the pre-benefitsjob. One option would have beento start
withthe earliest benefit year. Wergjected that approach, however, because wefdt that our main objective
of representing the EUC population was better served by sampling benefit yearsfor theinterview. Hence,
we assgned individuasto the EUC subsampleif they ever collected EUC, and we began theinterview with
the benefit year that led directly to EUC. A few individuas had more than one EUC claim during Phases
3through 5. In these cases, we randomly salected one of these clams asthe Sart date for the interview.
We dsorandomly selected abenefit year to sart theinterview for Ul-only sample memberswith morethan
one benefit year.

A rdativdy large number of the states we sdlected were not able to participate in the study because
of condraints on their programming resources or for other reasons. Specificaly, 10 of the 23 states we
intidly contacted did not participatein the study. We addressed thissituation by sdlecting afurther random
sample of 12 noncertainty states; of these, 7 did not participate. We ended up with samplesfrom 18 states.

We encountered two further difficulties in implementing our design. First, two of the states that
provided samplesprovided themtoo latefor inclusoninthesurvey. Therefore, our survey sampleisdrawn
from 16 states. Second, because we had difficulty locating sample members (as discussed more fully in
Appendix C) our survey sampleissmdler than planned and not distributed by satein the same proportions
as planned.

Table B.2 reports find sample sizes, by state and by sampletype. Our final sampleincluded 28,420
individuals (34,484 benefit years) for whom we collected adminigtrative data. It dsoincluded 1,341 EUC

and 963 Ul-only individuds for whom we collected survey data.
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TABLEB.2

EUC STUDY SAMPLE SIZES

Adminigrative Records Sample Survey Samples
States Individuas Benefit Years EUC Ul-only
High-Duration
Cdifornia 4,945 5,773 141 146
Connecticut 2,313 2,612 n.a n.a
Didrict of Columbia 521 581 38 19
Forida 1,566 1,840 87 42
lllinois 1,546 1,917 68 34
Maine 443 580 67 37
Minnesota 1,683 2,203 121 92
New Jersey 3,393 4,423 76 27
Pennsylvania 2,098 2,733 144 84
Texas 1,406 1,619 137 37
Weds Virginia 1,201 1,514 77 70
Medium-Duration States
Kentucky 1,534 1,691 93 71
Louisana 664 902 n.a n.a
Oklahoma 893 1,013 63 40
Wisconsin 1,781 2,111 86 123
Low-Duration States
Georgia 944 1,130 38 73
North Carolina 984 1,227 59 26
Tennessee 505 615 46 42
Total 28,420 34,484 1,341 963

n.a. = not gpplicable--sample received too late for incluson in survey.
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C. WEIGHTS

We congtructed weights for the administrative records and survey samples to produce nationaly
representative estimates. For the adminigtrative records sample, the weights were designed to produce
nationd estimates of the population of individuds receiving Ul and/or EUC during the EUC period and
nationa estimates of the benefit years established during that period. For the survey samples, the weights
were designed to produce national estimates of the EUC Phase 3 through 5 population and national
estimates of the Ul-only population receiving Ul during that period.

The mgor problem we faced in congtructing these weights was that we had fewer (and, sometimes,
different) satesin the find sample than planned.® We addressed this problem by using externd data on
sate-level Ul and EUC activities reported by states to the Unemployment Insurance Service to compute
nationd estimates of key EUC and Ul program outcomes. In making these estimates, we treated each
program separately; however, snce most individuas who collected EUC aso collected Ul, we adso
computed estimates of key outcomesfor the combined population (thet is, individua swho collected under
either program). We used data from our records samples to estimate the proportion of EUC recipients
who did not begin collecting Ul between January 1991 and September 1993.2° We used the proportion
for each gatein our sample and the average for other statesto compute the number of EUC first payments
to individuals who did not collect Ul. We then added this number to the number of Ul first paymentsto

compute the number of EUC and/or Ul first payments made during our observation period. This

9The distribution of sample members by state was also different than planned but this did not present a major problem. We had
random samples of recipients in each state in our records samples, and, although there was some nonresponse to the survey, we treated
the survey samplesin each state as simple random samples when constructing weights. We examinethe appropriateness of thisassumption
in Appendix C.

10These are the reachback and EUC option claims.
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unduplicated count of first payments was divided into the number of weeks compensated and total
payments under the two programs to produce our national EUC/UI estimates.

Usng these estimates of nationd figures, we examined two dternaive ways of weighting the sate
samples. Under the first alternative, we weighted the 18 states in the records sample to represent
themsdves. That is, we assigned weights such that the Caifornia sample represented California, the
Connecticut sample represented Connecticut, and so on. Thisis a conservative gpproach that says that
the sample only represents the 55 percent of the population found in the sampled states.

Under the second aternative, wewel ghted the 18 statesin the records sampl eto represent the national
population. We did this by grouping certainty and noncertainty states by stratum and adjusting the initid
weight (the share of the total population represented by a Sate) assigned to each state to account for any
nonresponse in the sratum. For example, we initidly selected eight certainty and four noncertainty states
in the high duration stratum but we ended up with Six certainty and five noncertainty states whose weights,
whensummed, implied that thisstratum equad ed 54 percent of the EUC population. Sincethehigh-duration
states actualy contained 65 percent of the EUC population, we increased each state weight to sum to 65
percent.

Our comparison of these weighting schemes (see Table B.3) indicated that either approach would
produce estimates that appear close to our nationa estimates for the EUC popul ation, the Ul population,
or the combined EUC/UI population. However, since the weights designed to represent the nationa
population produced estimates closer to our nationa estimates, and sncewewould liketo characterize our

estimates as representing the nation, we chose to use the nationd weightsin our andysis.
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TABLEB.3

COMPARISON OF ALTERNATIVE
WEIGHTING SCHEMES

Weighting Alternative
Weight Statesto Weight Statesto
National Represent States Represent
Edimate in Sample All States
EUC
Average Weeks Compensated 17.6 18.5 17.5
Average Payments $3,080 $3,152 $2,916
Exhaudtion Rete 54.5 57.9 55.3
Ul
Average Weeks Compensated 16.0 16.3 15.8
Average Payments $2,704 $2,693 $2,556
Exhaugtion Rate 38.2 40.2 38.2
EUC/UI
Average Weeks Compensated 21.0 21.6 20.6
Average Payments $3,620 $3,599 $3,373
Exhaudtion Rete N.A. 18.6 18.7

N.A. = not available.
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We then computed weights for our records and survey samples designed to make these samples
representative of the nationa populations of EUC and Ul recipients. We created one weight for the
records sample and two weightsfor the survey samples (see Table B.4). More specificdly for therecords
sample, we created weights that when multiplied by the individuas or benefit years in the sample sum
respectively to the tota number of individuas who collected Ul and /or EUC during the EUC period and
that sum to the tota number of benefit years established during this period. As noted previoudy, we
defined the EUC period asincluding dl individuas who received an EUC first payment and dl individuds
who received a Ul first payment between January 1991 and September 1993 and did not collect EUC.
As described above, we used data from our records samples to estimate the proportion of EUC first
payments to recipients who did not aso begin collecting Ul between January 1991 and September 1993.
We then used these figures to compute unduplicated counts of benefit years established during the EUC
period. Findly, we used these numbersto adjust our initial sampleweightsby stratum, asdescribed eaxlier.
The resulting weights are gpplicable to individuas or benefit yearsincluded in our sample.

We used an andogous procedure for the survey samplesto create weights for the EUC and Ul-only
samplesthat sum to nationd tota's of EUC recipients who began collecting EUC during Phases 3 through

5 and Ul-only recipients who began receiving Ul between January 1992 and September 1993.

C. DESIGN EFFECTS
The standard errors produced by most statistical programs are computed under the assumption that
the samples used to compute estimates are smple random samples of the population. However, as we

discussed previoudy, these standard errors underestimate the true standard errors for estimates
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TABLEB.A4

EUC STUDY SAMPLE WEIGHTS

Survey Samples
States Records Sample EUC Ul-only
High-Duration
Cdifornia 801 5,997 14,559
Connecticut 363 n.a n.a
Didrict of Columbia 1,630 6,281 19,443
Florida 647 4,359 8,841
lllinois 705 5,277 14,862
Maine 1,633 3,562 9,984
Minnesota 430 1,973 4,015
New Jersey 256 4,916 13,175
Pennsylvania 628 3,690 7,058
Texas 900 3,225 14,972
West Virginia 626 3,100 5,277
Medium-Duration States
Kentucky 898 4,298 11,821
Louisana 1,683 n.a n.a
Oklahoma 1,498 6,344 20,982
Wisconsin 719 4,647 6,823
Low-Duration States
Georgia 1,549 8,422 10,076
North Carolina 1,147 7,404 15,141
Tennessee 2,846 6,957 17,512

n.a. = not gpplicable--sample received too late for inclusion in survey.
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made with our samples, sncethey are not ssmplerandom samples of the nationd population. Instead, our
samples are clustered by state, and this clustering increases standard errors.

We examined the degree to which smple random sample standard errors should be increased to
account for thesampledesign. We computed these design effectsusing the SUDAAN computer program,
whichwas devel oped at the Research Triangle Ingtitute.** Thisprogram uses Taylor Series approximations
to compute estimated variances usng stlandard formulas that relate the Sze of the design effect to the
relative Sze of two variables (1) the component of the variance due to variation within individud clusters
inthe survey design, and (2) the component of variance due to differences between clugtersin the revant
underlying population characteridtics.

Since we examine a number of characteristics of sample members, and since the Sze of the design
effect varies by characteristic, we computed design effectsfor anumber of varigbles. Table B.5 showsthe
results of thisexercise. These estimates range from alow, negligible effect of 1.02 for the percent femde
inthe EUC sampleto ahigh of 2.32 for the percent white. Thisrangeisnot surprising, sncethe proportion
of the Ul population that isfemdeisunlikely to vary among sates (clustersin our sample) as much asthe
proportion that is white. Other important variables, such as the mean weekly benefit amounts and mean
weeks on Ul and EUC, which are likely to vary by date given differences in date laws and economic

conditions, have design effects in the mid to high end of thisrange.

1]'We report design effects computed as the proportional change in the standard error due to the survey design as compared to the
standard error that could be achieved by a simple random sample of the same size, although design effects are often reported as the
proportional change in the variance due to the survey design.
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TABLEB.S

DESGN EFFECTS SURVEY SAMPLES

0c'd

EUC Sample Ul-only Sample

Characteristic Mean Standard Error Design Effect Mean Standard Error Design Effect
Demographic Characteristics

Percent Female 438 14 102 40.8 25 159

Percent White 69.7 29 232 74.0 33 231

Mean Age 40.6 34 103 384 40 1.05
Pre-UC Labor Market Characteristics

Percent Pre-UC Job in Manufacturing 326 20 157 332 23 151

Percent Expect Recall 283 18 145 381 18 196
UC Experiences

Mean Weekly Benefit Amount $180 37 202 $177 50 2.28

Mean Weeks Ul 220 4 219 119 51 180

Mean Weeks EUC 14.1 3 131 n.a n.a n.a

Percent Exhausted EUC 60.0 21 149 n.a n.a n.a
Labor Market Outcomes (if Reemployed)

Mean Months Until First Job 132 4 112 6.9 4 107

Ratio of First Job Weekly Wageto Pre-UC Weekly

Wage 9 02 104 10 02 102
1,341 963

Source:  Emergency Unemployment Compensation Survey.

Note: Thedesign effectswere computed using the SUDAAN program devel oped by Research Triangle Institute. While design effectsare usually shown asthe effect of thesimple
design on the variance, we report the effects on the standard error of the estimate.



Giventhisrange in design effects, we chose to use the average (1.6) as arough design effect to apply
to our survey results. That is, when making comparisons between the EUC and Ul samples, we inflated
gandard errors by 1.6 when determining which differences were satistically sgnificant.

Table B.6 provides standard errors for the survey samples for binary variables used to estimate the
prevaence of characteristics that can be expressed as a proportion or percent (for example, the percent
expecting recall). These standard errors can be used to compute confidence intervals for such
characterigtics or to compute standard errors for difference of meanstests. For example, we reported in
Table 111.6 that 23 percent of the Ul-and-EUC sample expected recall by their pre-Ul employer as
compared to 49 percent for the EUC-only sample. Two-tailed 95 percent confidence intervasfor these
estimates would equa 1.96 times the appropriate standard error from Table 111.6, which would be
goproximately +/-4 percent for the Ul-and-EUC sample. The t-datistic for a difference of means test
equds thedifference between acharacteristic for two groupsdivided by the standard error of the difference
of means, which equas the square root of the sum of the variances of thetwo estimates. For example, the
t-gatigtic for the difference in the expected recdl rate for the Ul-and-EUC and the EUC-only sample is
51 |(49623)4/(@6%2.39)|. This level indicates thet the difference is safistically sigrificant a the 99

percent confidence leved for atwo-talled test.
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TABLEB.6

STANDARD ERRORS FOR PERCENTS

EUC SURVEY
Characteristic Percent EUC-UI EUC-Only UI-Only
50 2.5 4.6 2.6
40 (60) 2.4 45 25
30 (70) 2.3 4.2 24
20 (80) 2.0 3.7 2.1
10 (90) 1.5 2.8 1.5

NoTE:  The standard errors were computed using the formula 1.6 4/p(1&p)/n where p is the percent
of the population with a characterigtic, and n is the sample size for the EUC-UI, EUC-only, or
Ul-only sample. The 1.6 factor is used to inflate the standard errors to account for design
effects.
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APPENDIX C

SURVEY RESULTS AND NONRESPONSE BIASANALYSS



The EUC study design cdled for the sdlection of nationaly representative samples of Unemployment
Compensation (UC) recipients and the collection of Unemployment Insurance (Ul) program dataand, for
asubsample, telephone survey dataon the pre-layoff characteristics of recipientsand their post-layoff |abor
market experiences. Weimplemented this design using atwo-step processinvolving the random sdlection
of states and the random selection of UC recipientsin those sates. Initialy we sdlected 23 states for the
sample, but, asdiscussedin Appendix A, not dl statesagreed to participate. Intheend, 18 states provided
data, with 16 doing o intime for inclusion in the survey. We then seected subsamples of EUC recipients
and Ul recipientswho did not collect EUC (called the “Ul-only sampl€e’) for the telephone survey. The
EUC sample was chosen to represent individuals who began receiving EUC in July 1992 or later (thet is,
in EUC, Phases 3 through 5). The Ul-only sample was chosen to represent individuals who began
recaiving Ul during the period January 1992 through September 1993. These individuas would have
collected EUC during the same time period as the EUC sample if they had continued onto EUC. The
survey subsamples were restricted in this way to hep minimize recdl error. Even with this restriction,
however, therecal period waslong. Theinterviewswere conducted between April 1996 and April 1997,
which, on average, was three and a half years after the respondents UC first payments.

This gppendix providesinformation on the survey results, the number of completions, their distribution
by state, and the reasonsfor nonresponse. It usesadministrative records datato examine nonresponse and

to assess the likelihood that survey results could be biased because of nonresponse to the survey.*

1A nother source of nonresponse that could affect our findingsis nonresponse among the states selected for the survey. We address
that issue in Appendix A.
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A. SURVEY RESULTS

We attempted interviews with 4,781 sample members and completed interviews with 2,304, yielding
an overd| response rate of 48 percent (Table C.1). This response rate varied dightly by sample; it was
46 percent for the EUC sample and 52 percent for the Ul-only sample. 1t dso varied by state ashas been
our experiencein other, amilar sudies. It was highest in Minnesota and Wisconsin (just over 60 percent)
and lowest in Cdifornia and Texas (40 percent).

The overdl response rate and the rates in each state were low, both in an absolute sense and in
comparison to the rates achieved in prior surveys of Ul recipients. For example, Corson and Dynarski
(1990) report an overal response rate of 60 percent in their study of Ul exhaustees. Response rates for
gates included in both studies were as much as 20 percentage points higher in the earlier survey.

Severa reasons exist for the low response rate achieved in thisstudy. The most important oneisthat
it was difficult to locate sample members. AsTable C.2 shows, 32 percent of the cases were not located
(60 percent of the nonrespondents). The interview was conducted approximately three and a haf years
after the UC first payment was made, and the addresses and tel gphone numbersavailablefrom UC records
wereold. Having old, out-of-date addresses contributed to the difficulty we encountered in locating sample
members, but, interestingly, 31 percent of the sample members in the exhaustee study also were not
located, and the addresses in that study were, on average, only 20 months old.

Another factor contributing to the low response rate is that some individuds either did not
complete the full interview (2 percent) or refused to be interviewed (10 percent). In this case, the
experience in the exhaustee sudy was different; there were virtualy no partid completes and the refusa

rate was hdf that of this sudy. One possble reason for this difference isthat thisinterview
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TABLEC.1

EUC SURVEY: NUMBER OF COMPLETES AND COMPLETION RATES, BY STATE

EUC Ul-Only Totd
State Number  Percent Number  Percent Number  Percent
Cdifornia 141 39.6 146 40.6 287 40.1
Didtrict of Columbia 38 384 19 61.3 57 43.8
Florida 87 38.5 42 48.8 129 41.3
Georgia 38 38.0 73 49.3 111 44.8
lllinois 68 42.5 34 425 102 42.5
Kentucky 93 517 71 46.7 164 494
Maine 67 52.8 37 62.7 104 55.9
Minnesota 121 63.0 92 63.0 213 63.0
North Carolina 59 49.6 26 531 85 50.6
New Jersey 76 40.6 27 46.6 103 42.0
Oklahoma 63 414 40 47.6 103 43.6
Pennsylvania 144 53.3 84 56.4 228 544
Tennessee 46 46.5 42 59.2 88 51.8
Texas 137 38.5 37 45.1 174 39.7
Wisconsin 86 62.8 123 61.5 209 62.0
Wes Virginia 77 50.7 70 61.4 147 55.3
Total 1,341 46.1 963 51.5 2,304 48.5
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TABLEC.2

EUC SURVEY OUTCOMES

Interview Outcome Percent
Completion 48.2
Partid Completion 2.3
Refusd 10.0
Could Not Locate 31.8
Case Retired 5.7
Other 2.0
Totd 100.0
Total Cases Released 4,781
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was longer (it averaged 45 minutes) than the earlier interview (which averaged about 30 minutes). The
interview length contributed to the partid completes, since some individuas refused to continue with the
interview. Length may aso have contributed to the refusds, snce individuas were told gpproximeately
how long the interview was when they were asked to participate.

Finally, some cases (about six percent) were retired because we made multiple phone cals without

reaching the potentia respondent or for other reasons such asill hedth, language barriers, or death (two

percent).

B. POTENTIAL NONRESPONSE BIAS

Results of the survey could be affected by nonresponse bias, particularly since the overal
completion rate was quite low. [f nonrespondents differ from respondents in a systematic way,
inferences drawn from the interview data on the characteristics and labor market experiences of
respondents could be mideading and not representative of the universe of UC recipients.

To andyze theimplications of survey nonresponse for the analyss, we used UC adminidrative data
that were available for both respondents and nonrespondents to explore differences in the basdline
characterigtics of respondents and nonrespondents and in UC outcomes. To perform this analysis, we
used the weights described in Appendix A to create estimates for the respondent sample, which can be
characterized as nationdly representative of the UC population. We created comparable weights for
nonrespondents, so that the weighted distribution of nonrespondents matched the weighted distribution
of respondents by state and UC status (EUC and Ul-only). This step was necessary because response
rates differed by state and by UC dtatus.

Our andyss shows (Table C.3) that there were a number of satisticaly significant differences
between respondents and nonrespondents.  Survey respondents were more likely than nonrespondents

to be female, older, and nonminority. Respondents also had higher base period
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TABLEC.3

DIFFERENCES BETWEEN SURVEY RESPONDENTS AND NONRESPONDENTS

Survey Survey
Respondents ~ Nonrespondents Totd

Pre-Layoff Characteristics
Female (Percent) 417 37.9%* 39.8
Mean Age 39.3 37.2%** 38.3
Race/Ethnicity?

Cawicasian (percent) 74.1 67.8%** 71.0

African American (percent) 12.2 15.5%** 139

Hispanic (percent) 9.8 1225 %% 11.0

Other race/ethnicity (percent) 39 4.4x** 4.1
In Manufacturing (Percent) 29.6 284 29.0
Base Period Earnings 18,568 16,568* ** 17,581
Ul and EUC Experience
Ul Maximum Benefit Amount (Dallars) 4,347 4,026* ** 4,187
Ul Weekly Benefit Amount (Dollars) 179 169* ** 174
Weeks of Potentia Ul Duration 24.0 23.5%** 23.8
UI Collected (Dollars) 2,768 2,578%* 2,673
Weeks Ul Collected 154 14.9 15.1
Exhausted Ul (Percent) 405 425 415
EUC Maximum Benefit Amount (Dollars) 3,357 3,296 3,326
EUC Weekly Benefit Amount (Dollars) 180 176 178
Weeks of Potential EUC Duration 18.6 18.6 18.6
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TABLE C.3 (continued)

Survey Survey
Respondents ~ Nonrespondents Totd

EUC Collected (Dollars) 2,574 2,547 2,560
Weeks EUC Collected 14.1 14.5 14.3
Exhausted EUC (Percent) 21.8 23.0 22.4
Percent of EUC Claimants Who Collected

EUC First® 5.0 4.8 5.9
Unweighted Sample Size 2,304 2477 4,781

SouRcE: Weighted administrative records and survey data.

Note  Statigicsfor either the Ul or the EUC program pertain only to those claimants who
participated in that program.

A chi-squared statistic was used to test the hypothesis that the racia distribution of survey respondents
is the same as the digtribution of survey nonrespondents.

bClaimants collecting EUC first include both claimants who subsequently collected Ul and those that did
not.

* Sgnificantly different from zero at the .10 level, two-tailed test.

** Sgnificantly different from zero a the .05 levd, two-tailed test.
*** Ggnificantly different from zero a the .01 leve, two-tailed test.
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earnings--hence, higher average weekly benefit amountsand entitlementsfor theregular Ul program. They
a o collected moredoallarsof Ul but differencesin other Ul outcomes (weeks collected and the exhaustion
rate) werenot satistically sgnificant. Thispattern of differencesbetween respondentsand nonrespondents
suggests that the respondent sample represented an older, more stabl e population than the nonrespondent
sample--which is not surprising, given that the main reason for nonresponse was an inability to locate a
sample membser.

Althoughwefind statigtically significant differencesbetween respondentsand nonrespondents, wethink
that the broad conclusions drawn from the survey data in this report are not affected substantialy by
nonresponse. Therearetwo reasonsfor thisconcluson. Firgt, themain focusof thisreport ison describing
EUC experiences. While we found some differencesin Ul program entitlements and collections, we did
not find gatigticaly sgnificant differences for EUC program variables. Respondents and nonrespondents
had smilar EUC weekly benefit amountsand entitlements, and therewere no significant differencesin EUC
outcomes--dollars collected, weeks collected, exhaustion rate, or likelihood of choosing the option to
collect EUC ingtead of UI.

Second, mogt of the differences we found are smdl (dthough satisticaly sgnificant). For example,
the respondent-nonrespondent differencein Ul potentid weeksis one-half week, and the differencein the
Ul weekly benefit amount is $10. Because the completion rate was roughly 50 percent, the nonresponse
adjusted estimate differs from the survey estimate by hdf these amounts. Similarly, the differences in
basdine characteristicsseem smdl. For example, mean agediffersfrom the nonresponse adjusted estimate
by oneyear, and the percent femade differs by two percentage points. Even the estimatesfor race/ethnicity
differ a most by three percentage points. These differences seem small; as stated earlier, we think the

broad conclusions we reach using the survey data are unaffected by nonresponse.
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