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EXECUTIVE SUMMARY

BACKGROUND

The Unemployment Insurance (UI) system is a federal-state system
designed primarily to provide earnings replacement for workers who lose
their jobs through no fault of their own and who remain attached to the
labor.market. In all states, eligibility for UI benefits is based on two
sets of criteria=—initial monetary and nonmonetary qualification
requirements, which are based on -previous employment, and continuing
eligibility conditions, which are exhibited through continuing attachment
to the labor market. Much of the burden for the equitable and efficient
operation of the system rests on the nonmonetary standards for both initial
(i.e., separation) and continuing (i.e., nonseparation) eligibility, yet
these standards, as they are applied, do not easily lend themselves to . -
review or understanding. ' . ; o -

- The concept of initial nonmonetary eligibility for benefits is
codified in each state's statement of negative disqualification actions,
which include voluntary separation or quits, misconduct, involvement in
labor disputes, and fraudulent misrepresentation. For such actioms,
disqualification leads to a nonentitlement period, which 1is fixed for some
issues in some states and which is discretionary within limits in others.
The concept of continuing eligibility depends on the presence of two
positive conditions——the ability to work and the availability for work-—and
the absence of one negative action--a refusal to accept available (and
generally specified as suitable) work. The absence of either of the first
two continuing-eligibility conditions leads to benefit denial only for as
long as the noncomplying status continues. Unwillingness to accept
available suitable work leads to benefit denial for a specified period
defined in each state's statutes.  The process of identifying noncompliance
with nonmonetary eligibility standards is called "eligibility
determination.” ' ;

. This study diavestigates the;;nfluences of state laws, regulations,
and procedures on nonmonetary eligibility. Our objective is to identify
practices that are particularly effective in detecting ineligible '
claimants, given the variation in the definitiomns of ineligibility. To the
extent that we succeed in establishing these “best practices,” agencies may
be able to monitor their procedures more effectively and possibly modify
them to meet their own objectives. More specifically, the patterns
observed in the analysis may suggest how certain practices can help state
agencies (1) minimize the extent to which claimants violate nonmonetary
eligibility rules and (2) maximize the ability of agencies to detect
violations when they occur and to reduce or deny benefits accordingly.
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STUDY DESIGN AND OVERVIEW

This study was designed with the perspective that administering the
UI program is a complex undertaking: a wide range of legislative,
regulatory, administrative, and personnel factors can potentially affect
the ability of a state to ensure that UI claimants comply with the
nonménetary requirements in order to receive benefits, and that those who
do not are denied benefits. As described above, several actiomns or
inactions could lead to the violation of nonmonetary requirements and,
hence, to benefit denial. They include voluntary quit, discharge for
misconduct, inability to work or unavailability for work, and refusal of a
job offer or referral. Our study considers each of these issues
individually. : Voo e ' w e

Our first approach for studying how various features of state
programs affect nonmonetary eligibility was to use the extensive data sets
already available in published form to evaluate statistically the ‘
relationship between each major category of nonmonetary eligibility, as
measured by denial rates, and a set of variables that reflect easily

identifiable provisions of state UI laws, quantifiable descriptors of the

" administration of nonmonetary eligibility rules, indicators of the
generosity of state programs, and descriptors of the economy and various
other aspects of each state. This regression analysis, based on quarterly
state data covering the period from 1964 to 1981, points out several
systematic relationships between the policy variables that describe the
state UL programs and the rates at which claimants are disqualified for
nonmonetary reasons. Nevertheless, the statistical analysis based on these
published data left many questions unanswered: our limited ability to
characterize state programs with available data meant that a great deal of
the variation in denial rates by state could not be explained by the
equations estimated with our model. This part of the study underscored the
necessity of collecting primary data that would enable us to evaluate the
relationship between program characteristics and nonmonetary eligibility in
greater detail.

OQur response was to conduct an “administrative,” or “"process,”
analysis in selected states. Our objective in this analysis was to
investigate state pclicies and practices in greater detail than was

possible with published data in order to (1) differentiate more clearly and

precisely the variation in policies and administration across states, and
(2) discover how the laws, regulatioms, and administrative practices that
create "effective policy" affect patterns of nonmonetary eligibility.

To conduct the process analysis, project staff selected six states
for intensive site visits, and collected data from relevant documents and
through in-person interviews with key state and local program officials.
State selection was guided by the statistical analysis to ensure that the
study states represented an appropriate range of denial rates for each
issue,




The process analysis was designed to gather information about the
full range of factors that determine actual policy as implemented in the
states. The data collection and analysis were divided into four topics.
The first three described the stages of the determination process .adopted
by the states, and included (1) the effective nonmonetary eligibilicy
requirements in each state, (2) the methods used by the states to detect
determination issues, and (3) the fact-finding and determination decision-
making process itself. The fourth topic explored a range of agency ’
characteristics that might help explain‘__z.states adopted those
procedures.

FINDINGS

Several specific patterns emerged from the analysis that should be
of interest to those responsible for monitoring nonmonetary eligibility.
They are summarized below under five key topic headings. Of course, all
conclusions must remain somewhat tentative because of (1) the nature of .
what can and cannot be observed (e.g., we can observe denial rates but not
the rate at which ineligible individuals are deterred from applying), (2)
the inability to demonstrate causality clearly with process analysis, and
(3) the relatively modest scale of this study.

1. The Importance of Issue Detection Relative to Fact-Finding and
‘Adjudication

Given a set of eligibility requirements, we quite strongly conclude
that the ability of a state to deny benefits to the ineligible population
will depend on the effectiveness with which it detects determination
issues, rather than on the consistency with which its determinations lead
to denials. The frequency with which issues are detected is affected not
only by eligibility policy, but also by a wide range of administrative
guidelines and procedures that may vary from office to office in their
application, and that may be adhered to closely or loosely depending 'upon
available staff resources, the pressure of claimant traffic, and the level
of agency management control. For a variety of reasons, the process of
fact-finding and adjudication is much more administratively confined;
hence, much less state-to-state variation occurs in the rate at which
determinations lead to denials than in the determination rate. By
implication, there is considerably more room for policy and management
initiatives to improve the detection of determination issues than there is
to improve the adjudication process itself.

2. Factors that Affect Success in Detecting Potential Eiigibilitz Issues

For detecting separation issues, we would emphasize two important
practices that seem to contribute to high determination rates. The first
would be to initiate the determination process on the basis of information
from claimants, employers, or the agency itself, rather than restricting
acceptable sources for identifying particular issues. Low determination
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rates for separation issues are often associated with rules that restrict
which party may raise an issue. The second practice, which clearly
pertains to the first, would be to insist upon obtaining simple factual
information from employers about separation reasons. This practice would
imply (1) that employers' respomses about the separation reasons be
obtained before initial claims are processed, and (2) that employers be
asked for a factual statement about the circumstances surrounding
separation, rather than whether they had any reason to question a
claimant's eligibility. Where persistent follow-up is undertaken to obtain
an employer's response, procedures should recognize the principle that it
is the agency and not the employer which bears responsibility for

protecting the integrity of the eligibility process.

, Determination rates for nonseparation issues seem to pertain to
three general factors that vary from state to state. First, it seems clear
that a formal requirement which stipulates that claimants engage in their
own active work search is a necessary foundation for effectively assessing
their exposure to-the labor market as a measure of their availability for -
work. A formal work-search requirement is necessary but not sufficient to
ensure that availability and refusal issues be identified. The procedural
definitions of evidence required to document adequate work search also seem
to affect the determination rate. Two major options seem available: (1)
to require a minimum number of weekly contacts with employers and to report
them on claims cards, and (2) to prescribe the types of search efforts that
are expected of claimants in their particular occupationms, and periodically
to review how well they are measuring up to such standards. Our process
analysis indicated that either approach can be effective, but only to the.
extent that it is taken seriously. - :

, Second, determination rates and, hence, denial rates also seem to
.depend on the purposefulness and frequency with which claimants' ongoing
eligibility is questioned. One important aspect of this factor is that
questions on claims cards should request simple factual statements from
claimants, rather than to allow them to form subjective judgments about
whether their behavior is within eligibility norms and to incorporate them
in their answers. The other important aspect is the Eligibility Review
Process (ERP). After the initial claim has been filed, ERP interviews
often present the only routine opportunity for the agency to have personal
contact with claimants. The ERP interviews should be scheduled relatively
frequently, and they should entail a careful review of the extent to which
a claimant is meeting the state's eligibility standards.

.. Finally, with respect to nonseparation issues, the manner in which
ongoing claims reports are reviewed by UI staff also seems to be an
important factor in the ability of states to detect issues. Ongoing claims
reports should be reviewed rigorously and consistently in accordance with
each state's rules on claimant behavior.
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3. Significance of the Severity of Penalties Imposed for Denials

o More severe penalties seem to affect the behavior of claimants and
potential claimants. We know, for example, that the denial of benefits for
the duration of the unemployment spell has a negative impact on denial
rates for most issues. Such penalties may deter individuals from such
actions as quitting a job or refusing a job offer.. Moreover, more severe
penalties may also be more likely to discourage individuals from applying
if they suspect that their actions will render them ineligible for
benefits.

The severity of penalties can also affect the UI program by
influencing administrative behavior in the determination process: some
evidence suggests that the option of milder penalties may increase the
frequency with which agency staff deny benefits. However, although less
severe penalties may lead to more denials, we do not recommend milder
penalties as sound policy. First, they may simply encourage a greater
number of applications from ineligible individuals. Second, at least to
the extent that an agency has different degrees of violatioms (and
penalties) to choose from, issues which warrant denial under more demanding
standards may be inadequately pursued.

4, The Importance of Cléar Policles and Procedures

In states that have more comprehensive and detailed written
policies and procedures, the staff's understanding of state policy tends to
‘be ‘more zaccurate and more consistent. Detailed and specific policies tend
to restrict the amount of discretion that can be exercised by claims staff
in considering each claimant's case. To the extent that the clarity of
defined policy is effectively communicated to line staff, its effect should
be to increase the consistency with which similar cases are treated in the
determination process.

S. Organization of the Fact-Finding and Adjndication Process

The first conclusion, already expressed earlier, is that a broad
view should be taken of the types of information that justify inquiry and
some form of determination. Identifying more issues, rather than simply
trying to justify-only- those issues that stand a good chance of leading to
denial, seems more likely to lead to the effective denial of a high
percentage of truly ineligible cases. However, casting the broad net of
potential issues certainly increases the workload imposed on staff who are
responsible for conducting fac:-finding and determinations.

Thus, the second conclusion is that agencies must obviously find
some way to work effectively under the workload burdens imposed by high
frequencies in the determination process. We observed two different
approaches for doing so. First, by conducting some informal clarification
and fact-finding before the formal determination process, some states were
able to eliminate some issues before reaching the point at which a formal
written decision and notification were necessary. This approach reduced
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the workload to some extent by avoiding part of the work required in a
formal determination. In the second approach, some states simply improved
the efficiency with which they conducted the determination process. The
former approach seems very often seemed ‘to be associated with other
practices that prevent valid issues from being identified. Thus, improving
the efficlency of the determination process seems to represent a sounder
course for dealing with resource problems than would efforts to avoid
formalities of the determination procedure.

Finally, our observations in the states underscore the importance
of maximizing the information available to the adjudicator responsible for
making determination decisions. This factor is important for the sake of
rendering informed decisions that promote confidence in the thoroughness
and equitability of the determination process, and to avoid frequent
Tecourse to the appeals process. : - ' : '

Some tension obviously exists between the goals of conducting
determinations efficiently and maximizing the information that is developed
through fact-finding. Insisting that employers and claimants be present
for all fact-finding interviews in which both are relevant is not only
ijnfeasible but would also substantially increase the costs of the process
and, in many cases, unnecessarily. Some states conduct fact-finding
hearings by telephome or perform separate contacts to gather information
from the parties involved. No extreme solutions are suggested., However,
twe concluding suggestions are offered. First, determination decision~-
making by staff who are not involved in fact-finding, using primarily
written summaries of facts and without personal contact with the parties,
may be counterproductive, leading to an increased number of appeals.
Second, states should encourage relevant parties to participate in a
determination whenever it appears that their interests are at stake, and
that there is some chance that they have further information or rebuttals
to offer. o ‘

EXTENSIONS OF THE RESEARCH .

In the future, it might be useful to extend this research in three
possible ways. The most obvious way-would be to increase the scale of the
study. While we have a great deal of confidence in our data collection and
analysis, drawing generalizations from the study is somewhat limited by the
aumber of states we could visit. What we found noteworthy about state
policies and practices was often unique to an individual state. Thus, most
of the connections we found between program characteristics and denial
rates were based on an examination of one or perhaps two states, rather
than on any strong patterns across many states.. -This limitation would be
mitigated with a larger sample of states.

“The second way in which this research could be extended more in a
different direction from the first. This study has provided a wealth of
basic information on effective nonmonetary eligibility practices, dispute
the limitations just described. Rather than simply increasing the size of
the study, a follow-up study could build on this information by attempting
to focus more narrowly on documenting exemplary state programs. Much of
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the screening could be undertaken with readily available information,
including state laws and regulations. However, as demonstrated in this
study, some on-site investigation would be required to explore effective
practices fully. A:variant of this would be to implement a demonstration
in one or more sites that exhibited particularly promising standards and
operational procedures. The result of such a study would provide a guide
for state- or federally-initiated improvements in the defining and
implementing nonmonetary eligibility standards.

A third direction for future research would be to focus on the
behavior of actual or potential claimants. This study did entail
contacting a small sample of claimants to attempt to learn about the
administration of nonmonetary eligibility standards from their
perspective. However, this effort represented only a minor part of the
study. If this perspective were to be a major focus of a study, it would
require an appropriately large samplé, carefully developed data collection
plans, and timely data collection.







I. INTRODUCT:uN

The system of state Unemployment Insurance (UI) pfogramé provides
financial assistance to insured workers who have recently been separated
from their jobs (usdally involuntarily) and who exhibit continuing
attachment to the labor market. The Ul system was established to provide
insurance to those deprived of their jobs through no fault of their owm.
Thus, it was designed to prcvidé benefits only for those persons who, if
not for an inabiiityrtd secure suitable employment, would be working and
"~ "earning their living.” 1In order to fulfill this objective, the staces'.UI
programs have specified both monetary and nomnmonetary eligibility
requirements .with respect to work separation and work test (i.e.,
nonseparation) issues, through statutes, regulations, and administrative
practices.

The state programs are'of course part of the federal-state system,
and their practices are thus constrained by federal standards. However,
the major thrust of federal law as it applies to nonmonetary eligibility is
to define and protect the rights of claimants as they pertain to their
availability and ability to work, 1egitima:; refusal of job offers, and
fair hearings.1 These federal stagdardé allow:sta:es wide latitude in how
to define their awn programs. Accordingly, sta:es vary widely in how they
codify the formal UI programs in law and regulations, and, further, how

they actually implement the prograums.

For a description of federal standards, see U.S. Department of
Labor, Comparison of State Unemployment Insurance Laws, Employment and
Training Administration, Unemployment Insurance Service, Washington, D.C.,
1978 and the series of semiannual revisions to 1983.




The role of states suggests that standards and procedures can vary
conéiderabiy by sia:e. The different standards and procedures that caﬁse
the Qide cross-state variation in rates of nonmonetary eligibility (as
measured largely by benefit denials) provide the motivation for this
study. Observed variations both across states and over time raise
questions about what factors influence nonmonetary eligibiliff. Our
pﬁ}pose in this study is to analyze the relationships betﬁeeﬁ’poﬁsiily
influencing fac:ors~(iye;,~specific state laws, reguiations, and
procedures) and denial rates. Essentlally, we are attempting to identify
practices that are particularly effective in detecting ineligible
claimants, given the variation in the definitioms of ineligibility. To the
extent that we suéceed in establishing these relationships, or "best
practices,” agencies may be able to monitor their procedures more
effectively and possibly modify them to meet their objectives. If so, the
already strained resources of state programs can be directed more

efficiently to those persons who should be entitled to benefits.

A. BACKGROUND

The challenge to the states' Unemploymént Insurance programs is to
provide temporary‘partial earningsﬂfeplacement fbt insured unemployed
persons'while implementing procedures to promote a defined level of
attachment to the labor market. These objectives are pursued through the
specific statutory and administrative requifements of each state's
program. However, in all states, qualification for benefits is based on
two sets of criteria—initial monetary and nonmonetary qualification
requirements, and continuing eligibility‘conditions. Monetary

qualification issues are not within the scope of this study; they are




discussed in this report only insofar as disqualification penalties for
nonmonetary issues require reestablishing monetary qualification.

Initial nonmonetary qualification for benefits is codified in each
state's statement of negative disqualifying actions. These include
voluntary separation or quits, misconduct, involvement in labor disputes,
and frau/ulent misrepresentation. Disqualification leads to a
nonenti: 2ment period, which is fixed for some issues in some states and is
discretionary within limits in others,

‘Continuing eligibility depends on the presence of two positive
conditions--the availability for and the ability to work, and the absence
of one negative action--a refusal to accept available (and generally
specified as suitable) work. Absence of either of :he first two condltions
leads to ineligibility only if the noncomplying status continues (with a
:.e=week minimum period of ineligibility). Unwillingness to accept
avai;able suitable work leads to disoualification for a specified period
defined in each state's statutes. Compliance with all of these conditions
is required for continuing benefit entitlement,

S The process of identifying noncompliance with either initial (i.e.,
separation) or continuing (i.e., nonseparation) eligibility standards is
calleo ”eligibili:y determination.*' The result of this process, which
includes fact-finoing about the claimant ano.any other interested party, is
a decision about whether or not :o'deny benefits, depending upon the merr:s
of the case end the inrerpretation of the rules. 1In some instances,
informal fact-finding may precede this formal determination process,
although no claimant can be denied benefits without undergoing the

determination process. In addition, any determination can be appealed to




separate appeals units within the state. In most states, there are
actually two levels of appeals possible, although most appéals gé no
further than the first level (or "lower authority™).

As we have indicated, the federal standards with respect to
nonmonetary eligibility (generally contained within the Federal
Unemployment Tax Act) are minimal, and eligibility standards are
established by statutes in each state. These statutes are supplemented in
each state with administraﬁivérregulations and procedures that guide local
office staff in implementing the program in what is hoped to be an

.~

efficient and equitable manner.

B. OVERVIEW OF THE REPORT

We approached thisrstudy of ﬁhe influences of state laws,
regulations, and procedures on nonmonetary eligibility in two ways. The
first was to use thé extensive data already available in published fo:m to
evaluate the‘rela:ignship bgcyeen two sets of variables scatistically. Cne
set coﬁsists qf‘thg four categqries of denial rates used as outcome
variables-—vélun:ary ieayes/orAﬁui:s, misconduct, not able nor available,
and refusal of suitable wofk. The other Qet;—the explanatory variables in
the model;-é§nsist§ of variaﬁles tﬁSi reflect easily identifiablg
provisién§ of'sga;e Ul laws, éuantifiaﬁle descriﬁtors of the administration
of ﬁoanng;;ry‘eiig;bility“:ules, géngrosi:y of state programs, and
descriptors of the econ;my and vari§us other'asﬁécts of each state. As
described in Chapcer 1I, a thorough regression analysis based on quarterly
state data covering the period 1964 through 1981 revealed relationships

that are consistent with our prior hypotheses. Nevertheless, this

statistical analysis leaves many questions unanswered. In particular, our




limited ability to characterize state programs with available data means
that a great deal of the variation.in denial rates by stateﬁremainsy
unexplained by the equations estimated with our model.

The first part of the study established several important links
betveen Ul program characteristics and denial rates, but only to the degree
that it pointed out‘the need for (and direction of) further research.
Specifically, it was necessary to collect primary data that would enable us
to evaluate the relationship between program characteristics and
nonmonetary . eligibility in greater detail.' Thus, the second way in which
we approached the study was to conduct an administrative;s or "process,” -
analysis in,selected,states.‘”Ouriobjectiveiin the process'analysis was to
investigate state policies-and practices‘in greater detail than was
possible with published data in order to (1) differentiate more clearly and
nrecisely the variation in policies and administration across states, and
(2) discover how the laws, regulations, and administrative practices that
create the effective policy affect patterns of nonmonetary eligibility
and denial rates. = ér;f
| To carry out the process analysis,‘project staff selected six
states for intensive site visits, and collected data from relevant
documents and througn in-person interviews with key'state and local program
officials. This effort was designed to gather information about the full
range of factors that determine actual policy as implemented in the states,

and to do so by examining the UI progran_ in each state from a variety of

perspectives. Chapter‘III describes the process analysiswmethodology.




Generalization from a study with only six.judgmentally selected
states is difficult at best, although the states were selected carefully to
ensure that the important program modeis were represented. Nevertheless,
this portion of the study did produce a rich body of information that
enables us to distinguish among different approaches for administering UI
programs, as well as the key statutory, regulatory, and procedural features
of these different approaches. Although using this methodology to
determine the relationships between these features and the differences in
nonmonetary eligibility requires a high degree of judgment, we feel that we
have identified several key relationships and have obtained some evidence
to suggest some others. Chapter v presents a basic description of state
program characterisics, which constitute the “raw” data of the process
analysis. Chapter V then returns to the main focus of this study to
evaluate what we have learned from the process analysis about the effects

of state policies and procedures on nonmonetary eligibility.




II. STATISTICAL EVIDENCE ON THE DETERMINANTS OF DENIAL RATES

In this chapter~§e‘hegih by resiewing data oh state denial rates
for nonmonetary separation-from-work and nonseparation issues. As we
indicated in the introduction, these data illustrate the wide range of
denial rates across states for the various types of nonmonetary eligibility
issues. The data also illustrate the wide disparity in the rate at which
states make determinations ahcwthe“rate at which»determinationshlead to
denials. As a first step in exploring the reasons for these wide
disparities, we examine the degree to which the variance in denial rates
can be explained by available aggregate measures of state characteristics.
This statistical analysis of denial rates provides some insights as to why
state denial rates do in fact vary, and it also serves as a guide for
selecting states for the.in-depth analysis of state laws, regulations, and
procedures. | -

The remainder of this chapter consists of fourzsections: (1) a
discussion of state denial-rate data, (2) a discussion of‘the factors that
affect the denial rates that are examined withrthe statistical analysis,

(3) a discussion of the data used in this analysis, and (4) a discussion of

the analytical results.

A. NONMONETARY ISSUE DENIAL RATES

Table II.]1 presents data on denial rates for nonmonetary issues by
state'for 1982. These data are reported separately for four major
eligibility issues. Two of these.isshes,:cuits ahé miscend;ct, are
separation-from-work issues, ahd the denial rates are reported as denials

per 1,000 new spells of insured unemployment. The two remaining




TABLE II.1

a
NONMONETARY DENIAL RATES BY STATE, 1982

{State Rank 1n Parentheses)

Separation lssues

‘Nonseparation lssues

Able and nerusal or
State Quit Misconduct Available Sultable Work
Alabama 26.9 (44) 22.9 (23) 3.6 (34) 0.1 (46)
Alaska 93.7 (5 22.3 (25) 5.3 (22) 0.3 (16)
Arizona 68.0 (14) 82,2 (12) 10.2 ( 4) 0.3 (20)
Arkansas 187.1 ( 2) 27.2 (18) $.7 (21) 0.3 (20)
California 42.5 (24) 22.7 (24) 8. (16) 0.2 (27)
Colorado 139.2 (3 86.6 ( &) 7.4 (1) 0.3 (20)
Connecticut 42.1 (27) 16,2 (44) 4,6 (28) 0.6 ( &)
Delaware 26.1 (45) 25.5 (19) 1.9 (44) 0.2 (35)
District of Columbia 78.0 (11) 103.1 (1) 1.1 (50) 0.0 (50)
Florida 97.2 (&) 65.7 ( 5) 9.0 ( 6) 0.3 (9
Georgia 39.2 (32) 81,4 (13) 5.2 (2&) 0.1 (&%)
Hawail - 52.3 (17) 23.5 (21) 6.1 (17) 0.6 (7)
Idaho 42.1 (26) 20.2 (30) 5.3 (23) 03 (9
Illinols 40.0 (29) 23.4 (22) 4,5 (30) 0.2 (33)
Indiana 37.2 (36) 22.0 (28) 1.6 (48) 0.2 (28)
Iowa 49.1 (21) 22.0 (29) 6.8 (15) 0.2 (23) .
Kansas - 53.1 (18) 32.4 (1%5) 14.5 ( 3) 0.3 (15
Kentucky 3.1 (39) 19.3 (35) 3.8 (33) 0.1 (43)
Loulsiana 88.9 (7 52.5 ( 8) 3.2 (35) 0.2 (36)
Maine 39.4 (31) 12.0  (47) 7.0 (12) 0.5 (2)
Maryland 54,9 (15) 4.1 (10) 2.3 (41) 0.3 (13)
Massachusetts 30.9 (40) 17.9 (38) 2.2 (43) 0.1 (48)
Michigan 35.0 (38) 15.7 (40) 4.0 (32) 0.2 (36)
Minnesota 38.7 (34) 22.0 (27) 6.9 (14) 0.2 (30)
Mississippi 40.4 (28) 35.6 (148) 2.8 (38) 0.2 (30)
Missourl 49,9 (20) 42.6 (11) 9.5 (5 0.3 (17)
Montana 89.6 (13) 19.9 (32) 6.0 (18) 0.2 (28)
Nebraska 224, (1) 75.4 ( 2) 15.3 ( 2) 0.3 (12)
Nevada 89.2 ( 6) 1.1 (7 6.0 (18) 0. ( 4)
New Hampshlire 50.9 - (18) 19.9 (31) 5.0 (25) 0.3 ( 8)
New Jersey 39.% (30) 30.0 (16) 6.9 (13) 0.2 (25)
New Mexico 80.7 (10) 51.0 (9 2.8 (39) 0.1 (39)
New York 30.3 (&41) 22.1 (26) 7.8 (7 0.3 (9)
North Carollna 15.0 (50) 11.8 (48) 1.8 (46) 0.2 (34)
North Dakota 74.0 (12) 19.5 (33) 3.1 (36) 0.3 (13)
Ohio 23.5 (46) 26,9 (20) 4,7 (27) 0.1 (81)
Oklahoma 86.5 ( 8) 63.0 ( 6) 1.9 (44) 0.4 ( &)
Oregon 3.6 (37) 17.6  (39) 4,9 (26) 0.3 (17)
Pennsylvania 12.9 (51) 10.0 (50) 2.2 (&2) 0.1 (45)
Rhode Island 27.6  (42) 15.1 (42) 4.3 (31) 0.3 (17)
South Carolina 16.7 (47) 27.9 (17) 3.0 (37) 0.1 (46)
South Dakota 39.1 (33). 7.9 (51) 21.9 (1) 0.7 (1
Tennesses 15.7 (49) 15.6 (41) 0.8 (51) 0.1 (&1)
Texas 82.1 (9 70.6 (3 7.6 (9 0.2 (29
Utah &4,9 (23) 15.0 (43) 7.7 ( 8) 0.2 (36)
Vermont 50.5 (19) 18.6 (37) 1.8 (46) 0.2 (23)
Virginia 26.0  (43) 19.1 (36) 7.1 (11) 0.5 (3
Washington 37.9 (3%5) 11.7 (49) 4,6 (29) 0.0 (49)
West Virginia 42.3 (25) 19.3 - (34) 2.5 (40) 0.1 (39)
Wisconsin 16.6 (u8) 13.8 (45) 1.4 (49) 0.2 (30)
Wyoming 86.9 (22) 13.6 (46) 5.8 (20) 0.0 (51)
National Average Per State 54.9 30.1 5.4 0.2
{Standard Deviation) (40.7) (20.3) (3.9) {0.1)

SOURCE: Unpublished tables provided by the Unemployment Insurance Services, Employment and
Training Administration.

aSeparatlon {ssue rates are reported per 1,000 new spells of Insured unemployment, and non-

separation lssue rates are reported per 1,000 clalmant contacts.




eligibility issues, able aﬁd available and refusal of suitable work, are
on-going eligibility issues{ and the denial rates are reported as denials
per 1,000 claimant contactS?l These data show a wide range of denial ra:és'
across states. For example, whiie the average state denial rate for
vdiﬁhtary leaves was 54.9 per 1,000 ﬁew spells of insured unemployment in
1982, the rate ranged from a high of 224.5 in Nebraska to a low of 12.9 in
Pennsylvania. The ten states with the highest rates all had voluntary-
iieave denial rates abovevgvice the natioﬁa; average. A wide range also
occurs with respect to misconduct i#sues (the denial rate for which ranging
frbm 103.1 to 7.9); and it occufg to a‘;Iightiy lesser extent forfﬁhe non-
‘separation issues (the depial rate for able and available issues rénges
frem 21.§ to 0.6, and from 0.7 to 0.0 for refusél of suitabie work).

| Data presented in Table II.2 provide some information about the
process that leads to thése denial rates. Data are presented on the
determination rate for separation and nonseparation issues ‘(i.e., on the
rate at which nonmonetary issues are investigated). This rate multiplied
by the percentage of determinations that lead to a demial (also reported)
produces the denial rate. These data show the very different rankings of
states when determination rates arg‘compared'with denial rates. For
separationvréésons, for e*ample,réouth Dakota ranks 22nd for the: |
determination rate but 43rd for the denial rate, because of its extremely
low proportion of determinations that lead to &enials._ The opposite

situation occurs in Nevada for nonseparation reasons, ranking 3lst for

1
Each weekly Ul benefit claim is counted as a claimant contact.




TALE 1L2

2
CETERMUMATION ANO CENIAL RATES By STATE, 1982
(State Rarnk in Parentheses)

— Sevaration lasues Nonseoaration Issues
Determination Denials as § of Oenial Detersination  Denials as § of Dental
State Rate Determi nations Rate Rate Oeterminations Rate
Alabaa Q.3 an’ 767 (& A7.9 (88) 259 (19) 3.5 (1) 282 (W)
Alasks 196.9 (1)) 612 (19) 120.5 (11) 15.6 29 78.4  (12) 122 (19
Arizona | 221.3 (100 49.8 (39) 110.2  (12) 39.6 (3 8.0 @7 23.0 (9
Ariansas 2535 (9 s (1) 2183 (2) 13.6 3% 76.8 (18 10,4 (26)
California nwi.6 21) 46,0 (82 €32 2%) 19.7 @9) 36.6 (29) 1.2 Q)
Colorado 2603 (6 779 (3 205.8 ( 3) 380 (») 73 (1)) 294 (D
Connectiaut 125.6 @20 46.0 (Y 57.8 (33 26.8 (13) $3.9 (3% n,3s (13
Delawmre n2 (%) n»IT (D $3.9 (36 5.9 (a9) e (D 4.8 (82)
ODistrict of Columbia 30 (2) $3.7 (3% 183.2 (») 7.0 (%) 36.9 (v 2.6 (51)
Florids 29448 () 5.3 (20) 162.9 (9 370 (N 83,7 (82) 162 (10)
Ceorgla 192 @20) 580 0O 80.6 (19 16.8 Q6 40.9 (0%5) 69 ON
Hawail 162.8 (16) - 6.7 (dY) - 75.9 (20) 252 (16 N.7 (32) 13.8 (16)
ldato 3.9 (39) 6.8 (1) 62.8 2N 16.6 @7 8.2 (93) 18,0 (195)
Il1linots 120.6 (29) 2.6 (37N €38 (26) 3.9 (1) 232 (M8) 10.3 @27
Indtana 103.0 (33 ' 87.8 (2) 59.6 (32) 0.7 (80) 5.7 (1) &.6 (39
lowma 127.8 (2% 33.6 (2N 71.1 (22) 1. (33 5.4 (W) 122 {(20)
Kansas . 1598 (17 a8 (31) - 86.7 (17) 22:.3 (19) 712 (19) 15.9 (1)
Kentucky . 81.8 (82) 61,9 (1N 0.6 (39) 72 (82) 562 (31) 0.0 (s8)
Loufsiana 256.5 ( 8) $%.1 @%» wi.e (9 10.3 (38 67.3 (23 69 (36
Maine 9.9 (38) 5a.8 (30) st (37 29.1 (12) Neé (25 8.8 (N
Maryland 129.6 (28) 78.7 (2) 102.0 (13) 7.1 (a3 3.2 (6 5.9 (9
Mssachusetts 103.9 (32) 47.0 (80) 8.8 (1) 2.9 (18) 31.0 (50) 7.1 (3s)
Menlgan 9.1 (a1) 57.6 QW) 51.3 (38) 20.1 23 8.9 (37 2.8  (30)
Mnnesota 132.2 (23) 45.7 (Ma) 60.7 (29 30.8 (9 61.7 (26) 1.0 (6
Mississippi 29.7 (38) 762 (35) 76.0 (19) 0w (32) 51.5 (3s8) 7.8 (32)
Mssnerl . 157.3 (1) 8.8 (20) 2.5 {19 1%.1 2% 85.8 () 166 (9
Montana 202.0 (12) .3 (a6 9.5 (16) 2.7 (39) .6 (19) 7.3 33
Nebraska 38,3 (1) €%.1 ( 8) 300.0 (V) 7.8 (1) 56.7 (28) 8.2 (1)
Nevada - 279.9 ( 95) $3.7 (%) 150.4 (7) 1%.6 (31) 91,2 (2) 13.3 ()
New Hamshire 116.6 (21) 61.0 (19) 71.1 (21) 13.1 (36 80.7 (10) 10.6 (2%)
New Jersey o 120.3 (30) 57.7 @3 9.4 (23 29%.8 (11) 35.6 (8) 10.6 (28)
New Mexico T 209.3 (11) 2.9 (18) 131.7 (10) 6.8 (86) 813 ( 8) 5.5 (80)
New York 126.8 (28) a1 (0D 55.0 () $7.8 (2) 3.5 9 8.2 (8
North Qarolina 49.5 (a9) 5842 (32) 26.8 (50) 40 (31) 8.2 (21) 2.8 (50)
North Daxota 166.7 (15) $6.1 2% 93.5 (18) 15.5 (30) 5.3 (A0} 7.0 (3%)
Ohie 77,7 (MA) RN (16) 8,5 (82) 26.3 (18) 37.9 (86) 10.0 (29)
Ol ahoma ‘ s 23573 (N 58.1 1) 9.6 (8 6.7 (OD 8.5 (20) 8.6 (5)
Oregon 126.6 (26) a2.7 (a8) 4.1 (3% 2.6 (9 43.3 (W) 1.1 (18)
Penrayl wenia 33.8 (51 €7.8 (9 22.9 (51 30.0 (10) 15.6 (51 4.7 (a8)
Rwode Island - 932 (80) 45.6 (a5) Q24 A7 20,7 (22) M0 (a1) 9.1 (31)
South Carclina 66.2 (86) 7.3 (10) M6 (86) 7.0 (aa) 67.7 @2) 4.8 (W)
Sasth Dakota 137.7 (22) 35.0 (30) a2 (8I) 37.0 (6 81.1 (9 3.0 (2)
Tennessee 49,8 (a8) 62.6 (1%) . 31.2 a9 5.8 (50 75.8 (15) 8.0 (86)
Texas 287.7 (W) 3.2 (3¢6) 1532 (6 . 22.) (20) 36.4 (30) 12.6 (18)
Utah 175.0 (18) .S 61 60.3 (31 2.2 (D 472 (39) 15.5 (1)
Vermont 95.0 (36) R7 (6 9.1 (28) 6.5 (88) 65.6 (28) &3 (A7)
Virginia 80.7 (a3) $5.8 (26) . A5.1  (»5) 13.9 (38 79%.5 (1) 1.0 23
Wahington [97.9 (3%) $0.7 (38) ~ 89.6 (»0) 20,2 (21) 9.0 (36) 10.3 (29)
West Virginia 9.0 ON 65.1 (13) 61.8 (28) 7.5 (8Y) 5.5 %) 3.9 (a9
axonsin .1 (50) 6.0 (12) 30.8 (A9) 115 ON 7.3 (38) 5.5 (A1)
Vouing ’ 155.1 (19) 39.0 (¥9) 60.5 (30) 15.6 (289) 7.8 (17 1.7 @1
Mational Average Per Sate 189.3 7.4 5.0 20.2 £1.8 11.6
(7.8)

(Stancard Deviation) (83.8) (11.3) (55.0) (13.1) (18.2)

SORCE: Unpudlished tadles provided by the Unemployment Insurance Servics, Employment and Training Adsinistration

3 : - .
Separation {ssye rates are reported per 1,000 new spells of {nsured unemal oyment and nonseparation 1ssuss retes are reported pee

1,000 claimant contacta
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the determination ;gte and 17th for the denial rate, although the change in
ranking is not as large as with the first example. |

In general, however, states with high or low denial rates for
separation or nomnseparation issues have correspondingly high or low
determination rates. With respect to séparation issues, for example, nine
of the top ten states that rank highest for the determination rate also
rank in the top ten for the denial Tate. ‘Eqr gonsepgra;iog issues, the:
corresponding figure is seven out of ten, with two of the three remaining
states tankiné within tge top‘fifteen. This finding is mirroreq’fpr the
states that rank lowest in determination and denial rates, suggesting that
factors which affect how many de:efminations are made may be more impprtant
in explaining denial rates than factors which affect the rate at which
determinations lead to denials (although factors which affect the latter
rate may of course also affect the determination rate). For example, state
laws that explicitly define reasons for the denial of benefits for able and
available i#sﬁes’will probably lead :o“relagively high rates at which
determinations lead to denials, but they will probably also increase the
numbe; of determinations mé&e because potential issues will be more
apparent to UI staff. A Qumber of examples of how such explana:ory“factors
as state laws appgar to affecg denial rates are d;scﬁssed in iﬁe later

chapters in our detailed»evaluétion of state laws and procedures.

B. DETERMINANTS OF DENIAL RATES

Siate denial rates for nonmoretary issues are affected by factors
that are both internal to the UI system (such as state laws, regulationms,
and administrative procedures) and primarily external to the UI system

"(such as the unemployment rate and the characteristics of the insured
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unemployed). Of the two, the internal Ul factors are subject to greater

control by UI administrators; thus, understanding their influence on denial

factors,-such as those pertaining to regulations and administrative

procedures, are difficult to define and mgisg;etiand no data base exists

\ rates iIs of particular interest to policymakers. Hgggver, many of these

that dgsg;;bg; :ﬁem £or all states. 'For these reasons, we add;;és the
influence of these fac:ofsW;n denial rates in the subsequent chapters that
are based on data collected in our site visits; in this chapter, we focus
on internal factors as represented by vafiables that describe state UI laws
pertaining to nonmonetary eligibility.

A number of variables that describe these state laws have been

defined on the basis of information reported in Comparison of State

Unemplovment Insurance lLaws, the U.S. Departﬁent of Labor publication cited

in Chapter 1. While these variables abstract substantially from the
complexities of state laws, they do identify some potentially important
differences across states, and, as reported below, some of these variables
define useful distinctions that could affect denial rates. These variables

are: -

e

Disqualification for Voluntary lLeaving is for Durationm.
This variable is set equal to "1" if the disqualification
for voluntary leaving is for the duration of the
unemployment period. It is set to "0" otherwise.

Good Cause Restricted. This variable is set equal to "1°
if "good cause” for voluntarily leaving work is restricted
to good cause pertaining to the employment. It 1is set to
"0" otherwise.

Disqualification for Misconduct is for Duration. This
variable is set equal to "1" if the disqualification for
misconduct is for the duration of the unemployment
period. It is set to "0" otherwise.

12




Suitable Work. This variable is set equal to "1" if the
state requires the claimant to be able and available for
suitable work, and "0" otherwise. This requirement is more
lenient than one requiring the availability for work but
not specifying "suitable” or “"usual” worke.

Usual Occupation. = This variable is set equal to "1" 1f the
state requires the individual to be able and available for
work in the usual occupation or for an occupation in which
the individual is reasonably suited by prior training or
experience, and "0" otherwise. This variable and the
suitable work variable are mutually exclusive.

Actively Seeking Work. This variable is set equal to "1°"
if the state requires the individual to actively seek work,
as evidence of being available. It is set to "0" otherwise.

Refusal of Sugggble Work is for Duration. This variable is
set equal to "1" if the disqualificatiom for refusal of
suitable work is for the duration of unemployment. It is
set to "0" otherwise.

For the statistical analysis p:esented in this chapter, we examined
separately the four denial rates listed in Table II.1 (i.e., the denial
rates for quits, misconduct, able and available, and refusal of suitable
work). It was expected that each of the Ul state law variables described
above would affect one denial rate but not the others. For example, the
duration disqualification for quits was expected to affect the denial rate
for quits, but not the misconduct, able and évailable, or refusal-of-
suitable-work rates. Moreover, siﬁéé each denial rate is expressed as a
proportion (denials divided by contacts) in which)generally both the
numerator and denominator are affec;ed by the state law, we first
hypothesized how each iéw would affect each component of the denial rate.
We then differentiated and simplified to deﬁermine the overall expected
effect.

As an example, consider the effect of the duration disqualification

on the denial rate for quits:
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Denial Rate: R = aqu/(plL + qu)

where:

L. = pumber laid off

Q = number quit

pl,pq = proportion who apply

a = proportion of quitters who applied for UI

but are denied benefits

In addition, we expect that'dpq/d:’< 0 and dQ/dt < O, where t is the
variable indicating that the denial is for the duration of the unemployment
spell. That is, wé expect that when the denial for quits is for the )
duraticn, both the proportion of,quittérs who apply for UI and éhe overall
number of individuals who quit jobs are reduced. Note that we also are
assuming that t does not affect a (i.e., that the percentage of

determinations that are denied is not directly affected by the law). Under

these assumptions:

4R (plL + qu) (anPq/dt + apqu/dt) - 3PqQ(Qqu/dt + pidQ/dt)

dt

(p,L + qu)2

a(deq/dt + pqu/dt)(ﬁlL)_

(plL - qu);

Since dpq/dt < 0 and dQ/dt < 0 and all other.terms are positive, dﬁ/dt < Ce
This exercise shows that the expected effect of the strong denial

provision is to reduce the denial rate because it acts as a deterrent to

quitting and to applying for benefits. Thus, careful analysis reveals that

the expected effect may not take what at first would seem to be the obvious
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direction. Similar results have been derived for the other state. law
variables on their expected effects on the various denial rates. 4 summary
of these expected effects is reported in Table 11.3.

We also considered another set of internal UI variables that may
affect deﬁial rates—namely, variaﬁles that describe the admini#irétion of
nonmonetary eligibility determinations. For this examination, we used
variables that describe both the amount of time spent on administering each
determination and the iimelinesslénd quality of these determinations. We
had no specifié.expec:ations about the overall effectiof these variables.
For example, éta:es that Spena a- greater amount of time on eacﬁ
determination might spend that additional time by ﬁmcoverihé pbteﬁtial
issues (which would raise denial rates), or they might spend the time by
ensuring that no extenuating circumstances surround the potential issue
(which would probably lower denial rates).

Several other variables inclﬁded in our analysis are defined by the
interaction between state laws that characterize potential Ul benefits and
external economic factors that affect the potential UI caseload. ‘Tbese
variables are the average wage—replacemgnt r;te (average weekly benefits
divided by average weekly earnings), average potential duracion,bénd a
dummy v#riabie that indicates periods in which éxtended benefits (EB) are
available. Since higher values of each of these variables are indica:ors
of a more generous UI program, our hypothesis was that each of these
variables would have a positive impact on the proportion of "1neligible.

individuals” who would éttempt to collect UI benefits. Thus, we expect
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TABLE II.3

EXPECTED EFFECTS OF STATE LAWS ON DENIAL RATES

Denial for:

State Law Not Able ana nefusal of

Variable Quits Misconduct Available Suitable Work

Disquallification for Quitting - n.a. n.a. n.a.
is for Duration

Good Cause Restricted + fed. n.a. n.a.

Disqualification for Niscohﬂucf o n.a. - n.a. n.a.
is for Duration

Suitable Wotk Ne.a. .. - -

Usual Work n.a. " ea. ' - h -

Actively Seeking n.a. n.a. . + n.a.

Disqualification for Refusing . n.a. n.a. n.a. A -

Suitable Work 1s for Ouration

n.3. = not applicable.

16




these variables to have a positive impact on denial rates for all the
denial measures. -

Another set of variables included in our statistical analysis
describes the state of the economy (based on the insuréd unemployment rate)
and the compo;ition of the unemployed (based on the percent in
construction, the percent&in manufac:ﬁring, the percent male, and the
percent age 25 andrunder'éAd'ége 55 and over). We hypothesized that a
higher unempioyment rate would reduce denial rates, since, for example,
there would be fewer quits and fewer job offers that could be refused.  We,
also expected that the proportion of claimants in construction and
manufacturing would have h'negativéreffect én denial rates because of the
high rates of unionizatiou aﬁd ihe high proportion of temporary layoffs
that chérac:erize these industries. In many states, claimants in unions
are exenpt froﬁ work;search'requirements if they'normally'oﬁtain work
through the union (this is particularly true in the comstruction
industry). A high incidence of‘tembotéry layoffs would presumably also
reduce the'propbrtion'of quifs among the unemployed. We also considered
unionization more directly by using the prop;rtiénuof the unionized work
force in each state. For the demographic variables, we expected that the
proportion wﬁo éére male would have a negative impact on denials, and that
higher proportion§ of both ybunger and older claimants would raise denial
rates. These hypothese; were based on therassuﬁﬁtion':hat groups which are
usually considered to have more marginal attachments to the labor force
than other groups would have a greater likelihood of benefit denials.

A final variable that may influence denial rates is the genmeral

philosophy of each state toward Ul claimants. For example, states may
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differ in the degree to which they emphasize either the claimants' or the
enployers’ rights in issues pertaining to voluntary leaving. They might
also differ in the degree to which they believe that the careful monitoring

of work-search activities represents a necessary and appropriate activity

of the Ul agency. In an attempt to examine this issue on the general
{
s philosophy of each state, we used as a proxy variable the average score of
Stgwﬁ, each state's Congressional delegation on the AFL-CIO index that rates
2::?({ \voting records. It was expected that higher ratings would be correlated
O 7 .
i\'ﬁf‘w ) .
g with lower denlal rates.

C. THE DATA

The main data used to examine the impact on denial rates of the
factors discussed above were quarterly data by state (50 states and the
District of Columbia) for the period 1964 through 1981. The bulk of the
data were derived from reports on claims activities submitted by the states
to DOL. 1In addition, the variables that describe state laws were

4

constructed from the tables that describe state laws as published in

Comparison of State Ul Laws throughout the observation period. Thus, these
variables describe nct only the cdrrent>state laws but also how they have
changed over time. -

Several data items were not available for the entire time period.
For example, data on the ages of claimants were available only for the 1969
to 1981 period; hence,,the} were used only when the models were estimated
over thisbshorter time period. The data od'program administration, the

degree of work-force uqionization, and the AFL-CIO rating of the

Congressional delegation were collected for a single year (1981), and were

18




used to examine the state-by-state differences that remained after
completing the analysis based on the full 18-year data set.

Table 1I.4 reports the means and standard deviations for all the
variables used in the analysis. If the data for the four denial rates are
compared with the data presented in Iable II.1, they show that the denial
rates were generally lower in 1982 than for the 1964-1981 period. This
finding applied particularly to -the quit denial rate (which in 1982 was
 about 65 percent of the 1964-1981 average) and to the refusal-of-suitable-
work denial rate (which was 0.8 for the entire period and 0.2 for,1982).1
These differences may be due to the high unemployment experienced in 1982,
since more detailed annual data show that the 1982 decrease in denial rates
was a recent phenomenon that did not show up as part of a trend in the
1964-1981 data used for our analysis. |

A final observation should be made about the data in Table II.4:
the variables which describe the state laws indicate Ehat, over the 1964-
1981 period, denial for quits lasted for the duration of the unemployment
spell about 60 percent of the time. M@re detailed data by time period show
the substantial change that occurred in the law over the period of
observation. At the beginning of tBe—:ime period, about half the states
stipulated this provision; at the end of the time period, over 80 percent
of the states did so. Similar changes occurred for both the misconduct and
refusal-of-suitable-woik laws‘(i.e., the ptopoftion.nf states that

disqualify the claimant for the duration of unemployment

1‘I‘he 1964~1981 set of data represents the average per quarter,
while the 1982 set represent the average over an entire year. Averages
based on quarterly versus amnual data account for some differences among
the rates, but they cannot account for all of the difference.
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TABLE II.4

MEANS AND STANDARD DEVIATIONS OF VARIABLES a
USED IN THE UI NONMONETARY DENIAL RATE ANALYSIS

- Standard
Variable Mean Deviation
Dependent Variables
ult Denizl Rate 86.21 65.29
Misconduct Denial Rate 30.09 22.06
Not Able or Available Denial Rate 8.19 5.31
Refusal of Suitable Work Denial Rate 0.80 0.67
Indevendent Variables
énlal ror Voluntary leaving for Duration 0.61 0.49
Good Cause Restricted ' 0.53 0.50
Denial for Misconduct for Duration 0.48 0.50
Suitable Work 0.19 0.39
Usual Work 0.16 0.37
~Actively Seeking 0.62 0.48
Denial for Refusing Suitable Work for Duration 0.43 - 0.50
Wage Replacement Rate 0.35 0.05
Average Potential Duration 23.90 2.67
Extended Benefits Dummy Variable 0.33 0.47
Insured Unemployment Rate 3.50 2.08
Percent Insured Unemployed in Construction 18.35 10.13
Percent Insured Unemployed in Manufacturing 36.51 16,21
Percent Insured Unemployed Who Are Men 59.22 10.78
Percent Insured Unemployed Age 55 and Over? 16.53 6.46
Percent Insured Unemployed Age 25 and Under? 20.04 - 5.36
Minutes Per Unit for Separation Issue 67.61 . 15.44
Administration® _ ‘
Minutes Per Unit for Nonseparation Issue B 38.94 S5.24
Administration® '
Percent of Separation Issue Determinations 67 .88 19.93
Done Within Time StandardS ‘ ; : :
Percent of Nonseparation Issue Determinations 78.73 14,81
Done Within Time StandardS .
Percent of Separation Issue Determinations 86.52 10.76
Judged to be of Acceptable Quality® _
Percent of Nonseparation Issue Determinations 90.98 10.14
Judged to be of Acceptable Quality®
Percent of Labor Force Unionized® 21.36 8.51
Mean Congressional AFL-CIO Rating® 45.35 19.89

SOURCE: Most variables were collected from reports filed by the states
with DOL on the operation of the UI system and published in UI
Statistics. Data on recent time periods have not been published,
and they were collected directly from the Unemployment Insurance
Service. The data on administrative time and the timeliness and
quality of determinations were also collected from the UIS.
Finally, the AFL-CIO rating variable was constructed from data
reported in Michael Barone and Grant Ujifusa, The Almanac of
American Politics, 1984, National Journal, Washington, D.C., 1983.

a
Unless noted the means and standard deviations are for 51 states for the
1964-1981 period.

b
Variables available for the 1969-1981 period.

[
Variables available for 1981.
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increased over the time period). For the other state-law variables, the
proportion of states that restrict good cause to job-related reasons and
that had an active vork-search-requirément also increased over the time

period, while the suitable-and-usual-work requirements showed relatively

little change.

D. ECONOMETRIC RESULTS

The above hypotheses about the determinants of nonmonetary denial
rates were examined by estimating linear models, with the four deniél rates
representing dependent variables and with state laws, other Ul
characteristics, and external economic factors representing independept
variables. The modgls were estimated with qua:;erly data by state for the
1964~198]1 period for vaxiables for which data were avallable for this
entire period. Furthermore, mo@els were estimated to examine the influence
of variazbles for which more limited data were ;vailable (seg below). 1In
addition to the independent variables discussed previously, we usea dummy
variables for each quarter to control for seasonal effects (the fourth;
quarter dummy was dropped for gs;ima:ion). We also used a dummy variable
for each state (Pennsylvania being the excluded state) to control for the
remaining sta:e-by45tate differénces and to provide a convenient way to

1
compare states. Finally, the error term was assumed to exhibit first

lThis type of model is known as a "fixed-effect”™ model, in which it
is assumed that there is a constant, fixed effect for each state. A
variance-component, or random—effects, model was also estimated, and the
results were similar.
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order autocorrelation within each state.l As compared with the ordinary
least squares estimates, this estimation method had a relatively m;nor
impact on most of :hecoefficients, although it did reduce the estimated
impact of :he unamployment rate (the ;oefficient became closer to zero),
and made the coafficiént of the wage-replacement rate more negative (see
the discussion below).
The results of our main regressions are reported in Tables II.5 and

11.6, the latter of which reports the state dummy coefficients and the

~

\regression—adjusted state ranks. The results show that some state laws on
gncnmone:ary-eligibility issues appear to have a significant impact on
2

denial rates. In particular, the denial of benefits for :he duration of

e S R ke

the unemplovment spell has 2 sta:is:ically significan: negative impact on

e o e
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the qu’t and refusal-of-suitable-work denial rates, as we hypotheszzed.

e - N L i 2 e
. R,

For misconduct, the corresponding coefficzenz bas a aaga:ive sign, “but it
is not statistically significant. The point estimates of the magnitudes of
the effect of these yariabies are also sizeable. For quits, for example,
the coefficient is -15.97, the absolute value of which is about 20 percent
of the mean value for this denial rate. For refusal of sui:able work, the
coefficient ;s similar in magnitude relative to the mean value for this
denial rate. For tha‘repain;ag s:a;e—law variables, only the coefficient
estimated for the good-cause variable is statistically significant, and it

also has the expected sign. One possible problem with the other variables

1The Durbin-Watson statistics from the initial ordinary least
squares regressions supported the assumption of positive autocorrelation
(all of the values of this test statistic were well below the lower
bound). The estimated value of rho ranged from 0.60 in the misconduct
equation to 0.76 in the refusal-of-suitable-work equation.
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TABLE II.5

a
DENIAL RATE ECONOMETRIC ESTIMATES
1964-1981
(t-statistics In parentheses)

Uependent variaple:

voluntary Able and Retusal of
State _...Leaving Misconduct Avallable Suitahle Work
Denial for Voluntary -15.97* - .- --
Leaving is for Duration (-4.46) - - -
GOOd Céuse 24. 55’ - Aadd Ll 4
(5.51)
Denial for Misconduct -- -0.86 -- .-
is for Duration - (-0.79) - .-
&Jitable Work At L - 1.19 00152
- - (0.71) (0.71)
Usual Oeccupation - o «0.61 -0.123
.- . (-0.49) (-0.80)
Actively Seéking .- -- <0.32 .-
- - (-0.59) .-
Denfal for Refusal of .- - I «0.173*
Suitable Work is for .- - - (-3.42)
Duration
Average Potential Ouration -2,25* -0,.84% -0.01 0.007
(=4,37) (-4.89) {0.14) (0.99)
Wage Replacement Ratlo -21.11 «35,.54 -6.97% <0.766*
: {=0.90) (-4.55) (-3.46) {-2.41)
EB Dummy 7.11» 2.59+ -0.03 0.023
(4.42) (4.81) (0.22) (1.05)
Insured Unemployment Rate -1.08» - 0.12 =0.29* <0.073»
(-2.35) (0.74) (<7.47) (-11.72)
Percent Insured Unemployed -0.00 -0.10* -0.03» «0.004*
in Construction (-0.04) . ('2‘97) (-4,34) v (-3.18)
Percent Insured Unemployed -0.72 -0.33* <0.03+ 0.001
in Manufacturing (-10.37) (-16.1&)_ (-5.02) (1.32)
Percent Men -0.67* =0, 10+ «0.07% <0.011+
(-7.59) {(-3.34 (-10.42) (-9.35)
Jan-Mar Dummy 5,72+ 2.18+ 0.49» 0.090*
e '(3.80) - {8,25) (3.99) (4.39)
April-June Dummy 17.18% 8.22+ 0.75 0.208+
(15.92) (22.17) (8.77) (14.26)
July-Sept Dummy 19.99* 6.96+ 1,41+ 0.091»
(19.85) (20.11) (17.63) (6.68)
Constant 179.26* 67.86* 17.16» .1.708*
(9.46) (10.82) (6.93) (4.95)
R? statistic .45 0.58 .39 .38
F statistic 132.50 166.81 80.20 70.72
Degrees of Freedom (63,3609) (61,3610) (64,3608) (64,3608)

*Significant at .05 level for two-tailed test.

a
Coefficlents for the state dummy variables are reported in Table II.6.
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TABLE 1I1.6
STATE DUMMY COEFFICIENTS AND REGRESSION-ADJUSTED RANK

(1964-1981)
Dependent variabie i
voluntary Abie and Refusal of
State Leaving - Misconduct “dvailable Suitable Work
Alabama 16,15  (23) 6.76 (23) -3.84  (42) -0.48 . (51)
Alaska » -14.18  (48) -17.93*  (51) «0.63 (29) 0.18 (19)
Arlzona 23.92 (16) 10.62* (16) 6.53* ( 2) 0.17 (20)
Arkansas 3.56 (31) 7.52 (20) 3,35 (39) -0.22 (41)
California 10.47 (24) 0,786 (37) 2.67 - (10) -0.08 (28)
Colorado 107.06* ( 2) $2.39* ( 2) -0.08 (23) 0.13 (23)
Connecticut -19.23 (48) -1.01  (38) 0.42 (21) 0.07 (25)
Delaware «28.43* (51) .97 (21) <4,96%  (48) -0.02 (30)
District of Columbia 156,53 (22) 35.63* ( 6) 0.75 (20) «0.44 (49)
Florida 0.76 (33) 7.5 (19) -1.14  (31) <0.06 (31)
Georgla 76.29* ( é) 38.48* ( 4) -1.51 (34) -0.39 (&7)
Hawail 27.683* (13) 4,98 (27) 1.80 (12) 0.32 (14)
Idaho 1.66 (32) =-3.05 (40) 1.27  (17) 0.72¢ ( 3)
Illinols -5.81 (39) 2.82 (31) - 5.26* ( 5) -0.05 (32)
Indiana 18.10 (19) 4,50 (2%) 4,35  (44) =0.10 (36)
Iowa i 7%.23* (7) 15.48* (14) -0.08 (28) 0.11  (24)
Kansas 7.40 (29) 18.30* (10) 7.69 ( 1) 0.17 (20)
Kentucky 10.17 (26) 8.47 (25) 4,32 (43) «0.20 (40)
Louisiana 10.42 - (25) 15.96*: (13) - -3.66 (41) 0.01 (28)
Maine «12.03  (44) -8.22  (45) 1.43  (15) 0.70* ( &)
Maryland 47.57* ( 9) 22,16 ( 9) -1.80 (37 1.27¢« (1)
Massachusetts T o:e10,01 (82) 0 -0.36 1 (35) - - ~b.41 (85) - -0.35  (46)
Michigan 25.73  (14) 2.2 (32) 2.8  (11) 0.30 (15)
Minnesota 63.84» ( 8) 10.43+  (17) 1.53 (1s) 0.41 ( 8)
Mississippi -0.76 (35) 15.22* (15) -2.88 (38) 0.20 (17
Missouri 15.52  (21) 17.66* (11) <1.77  (35) -0.05 (32)
Montana 36.23* (10) «6.93 (46) -0,28 (27) 0.0 (27)
Nebraska 233.99* (1) 39.89« ( 3) 4,22 (7N -0.46  (50)
Nevada 7.1 (28)  &.51  (24) -0.12 (25) 0.47 ( 6)
New Hampshire -5,26  (37) 4.35 (29) 1.60 (13) 0.67 ( 5)
New Jersey 26,05 (50) 0.47 (33 1.38 (16) -0.28  (44)
New Mex!co 31.74 (11) 28.45* ( 8) -1.05 (30) -0.26 (43)
New York «2.57 (38 -8.33* (47) 5.93» ( 4) 0.19  (18)
North Carolina -15.58 (47) 6.12 (26 «5.57% (49) 0.17  (20)
North Dakota 26.,70% (15).  «9.14* (48) -1,20 (36) 0.27  (16)
Ohio 16.65 (20) 16.89+ (12) -0.26 (26) <0.11  (37)
Oklahoma 98.30* ( 3) 31.01* (7)) -3.,58 (&0) 0.33 (12)
Oregon 19.7¢  {18) -3.92 (82) T 1,18 (32) <0.26  (82)
Pennsylvania ' 0.00 (34) 0.00 (34) 0.00 (22) 0.00 (29)
Rhode Island -6.61 (40) 4,27 .(43) -0.62  (28) 0.0 ( 9)
South Carolina 85.61* ( &) 36.89 ( 5) -1.7 (35) -0.19 (39)
South Dakota 4.9 (30) =12.53* (49) 3.05 (9) -0.16 (38)
Tennessee _ «20.02 (49) . 9.85%  (18) -6.,91* (50) =0.23 (44)
Texas . 77.69% ( 5) 62.68* (1) 1.17 (19) 0.42 ("N
Utah . 30.10* (12) -3.06 (41) 3.0 (9 0.74+ ( 2)
Vermont 22.77 (17 -0.7% (36) 5,42 (48) 0.33 (12)
Virginia -4,27 (38) 3.82 (30) §.40 ( 3) 0.3 (11)
W¥ashington -10.87 (43) ~14,79* . (50) 0.96 (18) -0.07 (35)
West Virginia 10.08 (27) -2.27 (39) -1.43  (33) -0.05 (32)
Wisconsin . =12.39  (45) 6.90 (22) -5.04 (47) 0.36 (10)
Wyoming © «6.93 (41) -5.57  (ub) 4.45 ( 8) «0.39 (47)

sStatistically significant at the .05 level for a two-tailed test.
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is thairﬁhe'state laws which are recorded in Comparison of State Ul Laws

and used to define thege variables do mot appeﬁf to accurately reflect
actual state practices, as we discovered in our site Visits (See‘ihe
discussion in Chapter IV). To the extent this is true, it may explain why
coefficients estimated for these variabies are not significant in the
regressions, but ﬁhy the coefficient‘es:imated fof the denial for the
duration variables, which are easier'to'define; are in fact significant in
practice.

Coefficieﬁ:s estimate&‘for'other UI variables in the equations .
(average potential duration, the EB dummy, and the wage-replacement ratio)
are s:atistically significant in soﬁe of the regressions, but the signs of
the coefficients are not always in the expected direction=-that is, more
generous programs appea£ to have a negative, rather than a positive, impact
on denials; We have no explanation for these results, but we believe that
the wage-replacement rate coefficients in particular should be discounted,
since they were quite sensitive to the method used(forvestimation.

The remaining results reported in Taple II.5 are generally
consistent with our prior expectations. The insured unemployment rate has
a negative impact . on denial ;ates,ﬂénd the magnitude of its estimated
impact is particularly large (relative to its mean) with respect to the
refusal-of-suitable-work denial rate, as one might expect. Characteristics
of claimants, such as fhe percent of the insuréd_unemployed in coastruction
and manufacturing and the percent who are male, generally have negativé and
significant effects on denial rates. In additiom, the age variables, which
were not available for the entire time period, were used in regressions

restricted to the shorter time period. These regressioms showed that a
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higher percentage of younger workers (under age 25) tended to decrease
denial rates for nonseparation issues, contrary to our hypothesis. For
separatibn issues, the results for younger workers were noﬁ significant.”
The results for older workers (over age 54) varied in sign, with higher
proportions of older workers reducing the misconduct denial rates and
increasing the refusal-of-suitable-work denial rates. The results for the
other rates were not statistically significant.

The results for the state coefficients in Table II.6 show that manmy
states had denial rates that were significantly different from

{ Pennsylvania, the excluded state. Hence, while the other variables

s

included in the regressions explain some cross-state variatiom in denial

|
irates, much of the variation that still exists is state-specific, or at

%least cannct be explained by the variables included in the above
iregressions. In an attempt to examine the impact of several other
variables for which no data were available for the entire tiﬁe period, we
regressed the state coefficients (whiﬁh are the average residual for each
state relative to the excluded state) on several variables that described
Ul administraiivé,fac:ors, the degree bf labor~force unionization, and the
state Congressional delegations' average ranking on the AFL-CIO rating of
legislative,vo:es.z" For this analysi§ we also combined the separation
issues and the nonseparation issues in the event that some cross—-state

differences were purely definitional (e.g., individual cases having been

F-tests for the significance of the set of state dummies as a
whole showed that they were significant at the 0.0l level in all the
denial-rate regressions.

All these variables were defined for a one-year period, 1981.
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assigned to the quit category in one state and to misconduct in another).
The results of this analysis were generally disappointing: none of the
administrative variables provided any explanatory ‘power. However, given !
our previous analysis, which suggested that states with high determinationv
rates also had high denial rates, this finding is not surprising. In other
words, how well or quickly determinations are made }robably has little

impact on denial rates. JInstead, -mechanisms for detecting potential issues

may be more important. Finally, our variables on unionization and the AFL-

CIO rating were highly correlated, and we could not satisfactorily
distinguish between their effects. When we used these variables separately
in the regressions, they had negative and statistically significant
coefficients for the separation-issue residuals, and the AFL-CI0O rating but
not the unionization variable had a negati#e, significant coefficient in

1
the nonseparation-issue regression. These findings provide some support

e . vt — e ans

for the hypothesis that the political views of each state, particularly as

they pertain to labor issues, have an impact on denial rates.

1
The coefficients were significant at the .10 level for a two-
tailed test.

27




' -
¢
H - - " .




I1I. PROCESS ANALYSIS METHODOLOGY

Administering the Unemployment Insurance program is a complex
undertaking, which clearly extends to the determination of nonmonetary
eligibility. A wide range of legislative, regulatory, administrative, and
personnel factors can potentially affect a’state's ability to ensure that |
Ul claimants comply with nonmonetary requirements in order to receive
benefits and that those who do not are denied benefits.

The regresszon analysis whose results were reported in the previous
chapter represents a first step in explaining what factors contribute to
the wide variation in the rates at vhich states deny benefits to Ul
claimants for four nonmonetary reasons-;voluntary quit, discharge for
cisconduct, inability to work or unavailability for work, and refusal of a
job offer or referral. However, as was recognited in the design of this
study, the regression analysis has certain inevitable shortcomings that
lizit the extent to which it can explain’the.inpact of state UI agency
operations on observecbdenial rates. |

The maJor shortcoming of the regression analysis is that the

o e i R

readily available data on program administration are limited in their

o e o A

extent, tvpe, and precision of coverage. In the analysis, three duomy

e S gy sy

Mvariables represent the severity of penalties imposed for violating
nonmonetary eligibility rules, and four others represent the ‘latitude
allowed to claimants in choosing to seek or accept work or leave a job.

All of these variables reduce variations among the‘states‘to binary‘values,
wnich oversimplifies the true variety of state penalties for the violatioms

and requirements imposed on claimants. Most seriously, perhaps, the values
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of the variables used in the regression analysis are drawn only from the
state laws that pertain to unemployment compensation. However, thg"
effective rules governing Ul nonmonetary eligibility are a product of state
laws, elaborative regulations, formal policy and procedural memoranda and
~handbooks, and informal rules of thumb observed in the Ul agencies. States
with apparently similar legislative provisions may in fact be applying
quize different rules because of the substantial divergence in regulatory
provisions and praétice. Conversely, states with apparent differences in
legislative language may actually be observing very similar nonmonetary

% Tules, because they have placed different levels of substantive detail in

\ their legislation. To the extent that this is true, regression analysis
va:iable§ that describe state rules inadequately represent the effective
policies.

Despite these limitations, the regressiéﬁ énéiysis suggests several
systematic relationships between the policy variables that describe the
state Ul programs and the rates at which claimants are disqualified for
nonmonetary reasons. With respect to voluntary quits and refusals of work,
states that impose disqualifications for the duration of unemployment, as
opposed to some fixed term, tend to have lower denial rates.. States which
restrict their definitions of good caq§e for ieaving a job to reasouns
pertaining directly to the employmen; situation tend to have higher rates
of denial for yoluntary leaves relative to states which allow more personal
Teasons as a valid justification. However, these regression results do not
suggest the mechanisms by which these differenées in state policies might

affect denial outcomes.
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Thus, the process-analysis component of this study is designed to
investigate state policy and administrative practices in greater detail, in
an attempt to (1) describe more clearly and precisely the differences among
states with respect to policy and #dministrétioﬁ, and (2) discover how the
laws, regulations, and administrative practices which create the "effective
pelicy” affect patterns of nonmonetary eligibility and denial rates. This
chapter of the project report describes the methodology used in the process
analysis. -

To carry out the process analysis, project staff selected six
states for intensive site visits, and collected data in those states from
relevant documents and personal interviews in state and UI local offices.
The purpose of the process analysis design was to gather information about
the full range of factors that determine the policies actually implemented,
and to do so by examining the UI system in each state from a variety of
perspectives. The remaining sections of this chapter describe the process
by which the sites were selected, the data that were to be collected during
the site visits, the data collection approach, and the limitations of this
methodology.

We chose six states for the study, which represented both the
maximum number feasible within the resources available for the study and
the number we felt was necessary in order to draw some generalizations
about the implications of alternative statutes, policies, and procedures.
However, the number doeg'suggest certain limitations of the study. 1In
particular, the sample is not large enough to enable us to select a set of

states and sites within states that would truly be representative of the

national pattern of nonmonetary eligibility standards. Accordingly, we
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were unable to conduct an analysis that would provide statistically

reliable conclusions about the standards. Instead, the in~depth process

; analysis that focuses on six judgmentally-selected states enables us to

point out patterns of behavior that emerge from the analysis, but which may

require further scrutiny.

A. SITE SELECTION

Site selection for.the’prbcess analysis occurred in three stages.
First, MPR develoﬁed a set of criteria for selecting states in consultation
with the Department of Labor, and carried out the analysis required to
derive a liﬁt of recommendéd states. Second, the list 6f recomﬁended
states was revised because the peculiarities of some of the recommended
states' programs might have limited oﬁf abilityito generalize abo#t Ul
programs in other states. Third, based on these first two scageé, é final
list of states was obtained, criteria were defined for selecting local
sites within the states, and arrangements were made for selecting the local
sites with state officials.

Prior to discussing site sélection, 1t should be noted :ha£
obtaining the cooperation of the states and thé_partiéipétion£6f individual
respondents during the site visits required assurances of anonymity. Part
of the information we wanted to cblleé{ in the states peftained to.problems
in prograﬁ'administration, departur;§ in administrative practice from
policies prescribed in legislation or regulation, and problems-with the UI
agency in terms of personnel, structure, or resources. Given the
sensitivity of the issues, and the relative ease with which the relevant
agency respondents could be identified from even a generic identification

of their roles, we found it necessary to guarantee that not only individual
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respondents but also the participating states remain unidentified in the
process analysis report. By neceséity, the‘discussion of site selection in
this chapter, and a discussion of the data collected aﬁd-the conclusions
reached in later chapters, must be kept somewhat more genera; and less
specific than would otherwise be the case. Despite this limi:ation,‘we
have attempted to be as clear as possible about how site selection fits in
with the research design, and about the effécts of state-level policies and

implementation decisions on important program outcomes.

l.8ite Selection Criteria and Site Recommendations :

The first criterion used to select st;t;s was the extent to which
actual nonmonetary deniai rates differed from rates predicted by the
regression model described in the previous chapter. Since ﬁhe purpose of
. the process-analysis was to attempt to expiain state-to-state variation in
- denial rates that was left unexplained in the regression analysis, we chose
to focus the process analysis on states in which actual denial rates
diverged considerably from what the regression model predicted. To
inplement this criterion, we first caiculated the regression-based
predictions “for each of the four denial-rate dependent variables for all
states in 1981, the last year for which we then had state performance
data. These predictions are based oﬁ the regression coefficients estimated
for the full 1964-1981 period (see Section D of Chapter II) and on state
program characteristics gnd external economic variables for 1981. We then
calculated the difference between the actual denial rate in 1981 (of each
type for each state) and the predicted rate. For each of the denial-ratei
variables, states were then ranked according to the size of these

differences, from the most positive difference (i.e., in which the4actua1
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rate exceeded the predicted rate by the greatest amount) to the most
negative difference (i.e., in which the predicted rate exceeded thé actual
rate by the greatest amoun:); The stéf?é :ﬁat were considered for
selection fell within the top or bottom quarters of this rank ordering for
any of the dependent variables, with preference given to states that fell
more consistently within the top or bottom quarters across the four denial
categories.

To arrive at an initial list of states, we applied an additional
set of criteria. First, we verified the robustness of the ranking of
states for each type of denial rate by deriving alternative rankings based
on (1) differences between actual and predicted values for the entire 1964-
1981 peried and (2) the actual 1981 denial rates. Second, to generate some
geographic diversity, we attempted to use DOL region as a stratifying ‘
factor. Third, we considered a number of factors :ha? might have indicated
whether some states were eXperiencing'extraordinary pressures on the UI
systex of quite different magnitudes than most other states and, hence,
should have been excluded from the sample. Such factors included the local
and state -economic climate, the Ul claim load, and the rate of increase in
claims filed over the past several years. Thi:&, we examined the basic
experience-rating criteria used by the_states with respect to firms, so as
not to include states that had very unusual practices. Finally, we placed
some priérity on including states that represented a high to low range of
denial rates and a varietf.of legislative provisions ranging from what
could loosely be termed “iiberal“ (less demanding on claimants) to

"stringent” (more demanding requirements and penalties for claimants).
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After revieeing :hesereeleceien crieefie, we selected twenty states
for further consideration. These could be characterized as having large
positive or negative differences between predicted and actual denial rates
for both types of separation issues (quits and misconducts) and both types
of nonseparation issues (able/available and refusal of suitable work). For
each state, large positive differences occurred with respect to separation
and nonseparation issues, large negative differences occurred with respect '
to each, or.a combination of both large positive and negative differences
occurred. In addition, we attempted to pailr states that had roughly

opposite denial-rate patterms, but that were reasonably similar otherwise.

2. Revision of Recommended Site List and Characteristics of Selected
States . ‘ . v

Officials in the Department of Labor reviewed the initially
selected states, and the list was subsequently revised. Some states on the
original liet were deleted because, for instance, they (1) were too small
andé were thus unrepreeenca:ive of the typical state experience, (2) had a
unique legal provision concetning work-search activity, (3) differentially
defined the method for coﬁncing separation-related denials relative to the
vast majority of other EtateeA(wﬁich‘would pose difficulties in cross-state
comparisons), and (4) had recently'amended laws governing key nonmonetary
eligibiiit§ ﬁfoce&eres:“ After:theee dele:ions; five sﬁates were added to
the list--states that had been excluded from the initial list becauee they
- were in geographic areas'elre33§ febfesented’in that list. The final list
contained’tvelve statee-;six Eesigheieéees pfiﬁary saﬁﬁle'Stetes‘on.the
basis of our cfiteria, and six desiénated‘as“a back=-up sample. Half of

each sample consisted of states that showed generally large positive
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differences between actual and predicted denial rates, and half consisted
of states that showed generally large negative differences.

The final step in state selection was to gain their cooperation.
Three of the six primary sample states agreed to cooperate in the study, as
did chree of four secondary sample states that were contacted. Thus, 60
percent of the states contacted agreed to cooperate; with refusals
concentrated in states with generally low denial rates (three of the
four). The problem of selection bias associated with the refusals raises
some concern sbout the generalizability of co
process analysis. i

As we have stated, the identity of the six states selected must
rezain confidential in this report; however, it is possible to provide some
characteristics about them. The states exhibited a range of circumstances
with respect to the divergence of the actual denial rates from regression- ‘
based predicted demial rates. For instance, in two states, actual denials
greatly exceeded the predicted rates for two types of denials; in another
state, there was a large posit;ve difference for one type of denial, and a
large negative difference for another. Further, two states exhibited large
negative differences for two types of denials; and one state exhibited a
large negative difference for one type offdgnial. Generally, those states
in which actual denial rates greatly exceeded their predicted rates also
ranked high among the states in actual denial rates, and states which
exhibited large negative differences alsoyranged'in the lowest quintiles

for all four types of denial rates.
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The selected states also represent a fair degree of geographic
diversity. The sites include one western state, one southern state, two

midwestern states, and two northeastern states.

3. Selection of Local Sites

In addition to collecting docugents and conducting interviews with
persons responsible for administeting the Ul system at the state level, the
research design called for a similar‘effort in two local offices-one‘
located in an urban area and one in a turel area. The local offices were
selected in cooperation with state officials once a state's participation
in the study was assured. We sougﬁt local offices that exhibited a pattern'
of denials for nonmonetary eligibility issues that was broadly similar to
that of the state as a bhole.‘ We attemptec to ecteen out offices that
knowledgeable state officials thought were exceptionally good or bad in
areas pertaining to nonmonetary eligibility, that were undergoing a
transition in their operations, or that ﬁad uhusual claims loads (e.g., a

high proportion of interstate claims or seasonal layoffs).

B. DESCRIPTION OF RESEARCH DATA

-

The process analysis design called for collecting and using -
information on four broad sets of factors that, it was hypothesized, could
affect the rates at which claimants were denied benefits for nonmonetary
reasons: the regulatory definition of ‘the Ul program; the characteristics

IS o ot

of the operational system which implements legislative and regulatory

N ey,

policy, characteristics of the personnel who staff .he UI agency, and

o

external ‘economic and political factors which could affect agency and

e e e oo

individual staff behavior.
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l. Regulatory Context

The process analySiS’data collection focused priﬁarily on the
substance, importance, and use of UI regulations. First, the relatiomship
between statutes and regulations can be important. In states with fairly
detailed and specific legislaﬁion, it migﬁt be expecgéd that regulations
would very closely reflect the apparent intent of the legislation. 1In
other states, however, where statutes provide an incomplete definition of
the UI program, the substance of the regulations may suggest a policy
direction that is felt to differ from the legislation in many respects, or
they may provide a clear»policyﬂd;;ectioq which is absent in the law. ’
Thus, éﬁﬁanalyéis of the net effect of legislation and regulation in
defining the strictness of requirements imposed on claimants and the
severity of penalties for violating eligibility requirehents represents an
important step toward>improving the distinctions among state programs
incorporated in the regression analysis.

The importance and use of Ul regulations were to be assessed on the
basis of the process analysis data. Examination of the regulations
themselves could reveal their volume and detail, and comparisons between
the regulations and statutes could indicate the extent to whiéh“the burden
of policy definition affects regdlatorj lahguage and the underlying agency
decision process as opposed to the legislative process. The specifici:y
aﬁd detéiiAof the’régulaﬁions were ;lso of ipteréscbsiﬂce theybdetermine
the extent to which the regulétory definition can be used‘as a basis for
controlling the consistency of policy implementation. States with very

specific and detailed regulations could rely on them as procedural

gulidelines and use them as training materials, thus promoting uniform
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izmplementation of policy. States with very brief or very inspecific
regulations could be expected to rely more heavily on interpretive.
memoranda or bureaucratic rules of thumb and tradition to define and

enforce policy at ‘the local level.

2. Characteristics of the Operational System

With any‘éiven policy on nonmonetary eligibility, it can be
expected that the Ul agency's ability to implement the policy and enforce
associated rules can affect obserued denial rates. A variety of agency
characteristics were thus included in the data collection plan. First, we
wanted to examine the formal organizational structure under which the UI
program operates, including such factors as the linkages between Ulbandr
emplovment service staffs, the nature of state and local coordination, the
mechanisns defined for conveying policy information and interpretations |
from policy staff to line staff and for monitoring performance, and the
manner iz which the organizational structure might contribute to or detract
from managerial control in general. Also of interest were the procedures
used at the local level to carry out the functions bybwhich nonmonetarf
eligibility policy is e;ecuted: hou determination issuves and potential
issues are detected; how information concerning claimant behavior is
- reviewed and assessed, and how information on questionable situations is
used to prompt a later examination and possible definition of determination
issues. These procedures define the roles and responsibilities not only of
claimants and employers but also of the agency. Together, the
organizational structure and local-office procedures define the processes

of detection, fact-finding, and determination, which constitute the

essential components of enforcement.
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3. Personnel

The characteristics of agency staff involved iniapplying Ul policy
were also included in the process analysis data collection plan, because of
their possible iﬁpact on the thoroughness and comsistency with which UI
policy is implemented. First, we were interested in the preparation of
line staff for their jobs: . the educational level of claims interviewers
and adjudicators, experience in a specific job or in a variety of relevant
jobs they might havébheld, and thergypg and amount of job-specific training
they receive. ﬁé.were also interested in any!information that might
indicate che.attitudes of staff towards the policy guidelines that they
were asked to adhere to, as a possible Qeasure of underlying supporﬁ for
policy goals. Finally, as part of our site visits, we were interested in

indications of the consistency or inconsistency with which line staff

understood and interpreted the policies they applied.

4, External Factors

Although the regression analysis includéd certain vafiables that
describe each stage's economy and the demogréphic characteristics of the
unemployed population, we also focused some attention in the process
analysis data collécﬁion on the‘exte}nal-politicai'gnd ecénéiic factors
which might enhance our underscanding of the development and application of
a state's nonmonetaryve;igibiiity ﬁoiigies. thsystematic attempt was made
to coliect quantitative dacﬁ, but efforts were made in site interviews to
obtain respond;nts'Vin;erp?etaiions of the manner in which external factors
m;ght be affecting :hei£ agency's operations. Of particular interest were
such factors as the unemployment rate at the state and local levels, the

industrial composition of the economy and the significance of employment
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patterns, the types of job skills and experience found among the claimant
population, aﬁd the possible impact of political pressure groups (e.g.,

unicns or chambers of commerce) on state policy and its application.

5. Process Analvsis Data Priorities

The order ig'which these categories of process data have been
presented alsov;eﬁresents in‘general terus'thg relative priorities assigned
to them in this‘;tudi, fhesé:p:;gg;t;ggvxegle;t the importance and
usefulness of each of the broad topics in refining the information
represented by the ﬁrogram-fela;ed variabieSj;n the“regréss1on'analysis.
Details on Ul regulations and the operational system of procedures and
organizational methods used to implement them enhance the regression
variables most directly. Staff characteristics and external factors, on
the other hand, may pertain only indirectly to the program variables in the
regression analysis to the extent that they may also have some effect on
adoinistrative effectiveness or omn the demands plaéed on the Ul system.

The priorities also reflect a judgment about what types of
information are most appropriately collected in extensive site interviews,
and they represent the best use of the limited resources available for the
process analysis component of the project. In general, we focused
primarily on obtaining respondents’' interpretations of policies and -
procedures, rather than on obtaining preclse objective data, which are best
collected by other means,.1Consequgq;ly,ﬂfot instance, we devoted little
attention to collecting s}stematic data on.thé educational levelsdor
experience of ﬁ:aff; demographic statistics, or objective data which
described agency rates for determinations, denials, appeéls, or other

processes. To the extent that project resources allowed us to collect such
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data, they were collected for the regression analysis and incorporated in

that aspect of the project.

"C. DATA COLLECTION METHCDS

Data were collected from three sources in each of the six sites:
relevant policy and procedural documents; agency personnel; and UI
claizants.

A critical first step in each site study was to conduct a detailed
examination 6f state statutes, regulations, and documents that described
agency operations, including handbooks, organizational charts, and public
information brochures. Statutes and regulations‘were obtained before the
site visits whenever possible, so that project staff could develop their
understanding of the basic policy framework and identify issues that would
be emphasized in site interviews.

The most extensive data collection effort entailed a series of
interviews conducted with agency officials and staff in each site.
Variations in program roles created some differences across states in the
number of interviews and the titles of respondents. Our general objective
in all states, however, was to interview individuals at the state level who
were familiar with state UI law and regulations and with overall state
program management. At the local level we wanted to interview respondents
who were familiar with the operational interpretation of state policy, the
details of the adjudicationmn process, local coordination between UI and

empIOVment service staff, and the intake and claims processes.

lThe instrument used in interviews with agency staff 1s attached as
Appendix A.

42




Site visits were conducted between May and September 1983, and e
lasted approximately four days. Site visits typically included interviews
~with three or four state office respondents over the course of two days.
The respondents included those whose functions entailed the overall
management of the Ul benefits and employmedt service units, supervision
over the adjudication process, and supervision of local office
operations. Local office interviews typically required one full day in
each of the two offices selected in each state. In the local offices, our
primary objective was to conduct detailed in-depth interviews with those
persons who were the most knqwlgdgeable about the nonmonetary determination
process, employment service operations, and general UI claims proceséing.
The selection of respondents depended largely on the complexity of the
supervisory structure in the local office. In larger offices, our primary
respondents were the chief of the adjudications staff and the employment
service manager. In smaller offices, we interviewed the office director if
that person had a detailed knowledge of the determination process. In all
of the local offices, we also interviewed other staff who were particﬁlatly
knowledgeable about aspécts of the determination process or claims
processing, so aé'to supplement information obtained from the primary
respondents.

To compleﬁeqt‘the information obtained from local office staff, MPR
project staff also examined a small number of case records which described
nonmonetary determinations in the previous yegr.' These records were
exanined to improve our understanding of the‘manner in which decisions are
documented and to determine how closely individual decisions reflected the

policies and procedures described by program documents and agency staff.
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A third source of data for the process analysis consisted of a
saall set of interviews conducted with UI claimants who had gone through a
ncnmonetary determination in the previous year. Ho&evef, this aata
collection effort contributed very little’to the process analysis. The
design of the project called for conducting about ten claimant interviews-
by telephone in each state, a sample size that clearly could not provide
any assurance that the responses would be representative of the gegeral
population of claimants who had experienced determinations. Nevertheless,
it seemed that such interviews might yield some insights which would help
us interpret other information obtained for the process analysis. In the -
end, however, the interviews were of'limi:ed value to this study for a
number of reasons.  First, the limited resources available for claimant
data collection precluded a very extensive effort. Since the address
information of sample members was quite old, the search for current
telephone numbers proved difficult. Complicating this situation was the
fact that 3 significant portion of the rural sample in some states simply
had no telephoné service. In the end, we completed fewer interviews than
“even the small number we hoped to complete. Moreover, the specific events
we asked the respondents to comment on (i.e.,’a specific determination
" and/or appeal) often occurred so farlln the past that the respondents could
not provide as much detailed information as we‘hoped for. 1f information
from claimants were to represent a central component of a study, it is
clear that a much larger.and more timely data,coilection effort would be

necessary.
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D. STRENGTHS AND LIMITATIONS OF THE PROCESS ANALYSIS METHODOLOGY

The process analysis approach has proved to be extremely valuable

in enhancing our understanding of the factors that contribute to variations

in nonmonetary denial rates. The methodology described in this chapter
allows project staff to cover a wide range of information of po:eniial
interest and importance, placing emphasis in each site on those factors
that seem most relevant to outcome patterns.

Along with these advantages, of course; are certain limitations
imposed by the methodology itself. The intensive effort required in each
site limited our study to six states. Reliable patterns of relationships

.~

between regulatory and administrative factors and denial rates are

therefore difficult to establish. In fact, the relationship between cause . .

and effect is likely to be peculia; to each state. We can hope to identify
a variety of program features that seem to affect outcomes, but not to
confirm the impact of particular features across states.

Another problem encountered iﬁ applying this methodology is that
although a wealth of information can be gathered, only some of it can be
organized in ways that will yield insights into the research.issues of
interest. We have found, for instance, that aﬁ examination of state
regulations and the pperational characteristics of state agencies has
contributed most to our understanding of determination outcomes, but that
the information we obtained about external factors and staff
characteristics was largeiy difficult to compare écross states and to use
as a basis for drawing any causal infefences.

The approach used to collect wost of the site information (i.e.,

interviews with agency personnel) also has certain limitations. On certain
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topics, such as the interpretation of regulations and the definition of
procedures used in local offices, staff perceptions provide direct evidence
of the types of variations in UI administration that might be expected to
influence denial rates. However, staff comments about certain statistical
patterns of claimant behavior or agency operations must be treated much
more cautiously. Such comments represent attempts to provide objective
quantitative data and can prompt the investigation of available statistical
data, but, without verification, they cannot be used as valid evidence for
the process analysis. Thus, given the lack of resources for detailed
agency studies, our analysis placed less emphasis on certain impressions or
speculations offered by respondents.

The requirement that we preserve the anonymity of the participating
states has also imposed something of a limitation on the study. Data must
be presented with some in:entional<re&uction in their specificity.

Despite these limitations, however, the process analysis has helped
us establish some clear patterns of variation among the states, and to
identify the ways in which these variations affect denial rates. Chapter
IV describes  the determination process and the range of variation observed
in the major aspects of that pfocess. Chapter thenvpresen:s our
interpretations of the relationships between the characteristics of the

determination process and denial rates.
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IV. THE DETERMIMATION PROCESS:
STATE CHARACTERISTICS

A three—st;ge prgéégggleadg ﬁofthe deni;l of Ul benefits for
nonmonetary reasons. The initial stage entails imposing the actual
nonmoné:ary eligibility requirements for the receipt of benefits, which
define the difference between cla;manﬁs who should be considered eligible
if they filed for benmefits and those who should be denied benefits. To
effect }he deni#l of benéfits;’tﬂ; Ul ;gehgy must first identify potential
determination issues. Thus, the second stage entails a set of procedures
by which the agency detects situations that mus£-be'ihQEstigated and .
adjudicated., Finally, the third étagé'ehtails the procéss by which the
agency asseméles informagion on identified determination issues, considers
the facts, and.formﬁlateé-a determination decision.  The cumulative effect
of thése three stages de:erminés the observed rates of nonmonetary denials.

To understand the v#riations in denial rates across states, we must
exanine each of these stages in‘the 8§termina£ion process individually. At
one stage, a state may appéar to §ose stringent requirements for claimants,
yét, at another §¥age, rule; or pfocedures may be quite tolerant of a wide
range of claimant situations and behavior. The six states chosen for the
mﬁfocéss anal;sig ciéarly illustrate.the importanéé)gf determihaﬁion rates
as factors in §§érall denial ra:és, aé well as the vafiability in
determination rates. Tgble 1v.l1 preéén:s the national quintile ranking of

the six states for the frequency of determinations and the overall denial

1 , - | .
rate, As pointed out in Chapter II, even where states have very high

1 .

To derive the quintiles, we ranked all 50 states plus the District of
Columbia for each determination and denial rate. We then divided each ranking
list into five parts for states 1-10, 11-20, 21-30, 31-40, and 4]-5l.
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TABLE Tv.}

COMPOMENIS OF 1982 NOHMONI TARY DENTAL RATES
(Quintile Ranking Among All States)

Determinat lon.a Per 1,000 Contact s® Dentals as Percent of Determinations Dentals per 1,000 Contacts

Able/ Job Ahte/ Job MAle/ Job

Quit Misconduct Avallable Refusal Quit Misconduct Avallable Refusal Quit Misconduct Avallable Refusal
State 1 2 | I " P S5 | “ 3 e 2 2 B 2
State 2  2. ) 4 2 4 4 1 4 3 3 2 3
State 3 5 3 s 4 1 v 1 S 2 1 s 2
State & 5 5 5 . 3 1 4 | 1 | 5 5 5 -5 4
State 5 5 5 5 "R 5 2 ' s s 5 5
State 6 5 5 o 3 3 1 5 3 5 5 5 )

NOTE: Data for this table are derlved from DOL/data 578 for calendar year 1962, as reporte& lﬁ £TA-207, Tables 578, 588, 598, 600,
610, and 62D Ranking Includes 50 states plus the District of Columbla. Quintiles are defined as includlng ranks 1.10, 11-20,
21-30, 3140, and 41-51, : . : ’ ‘

%or separatlon lssues, ranking ls based oh rates per 1,000 new spells of insured unemployment; for nonseparation issues, It Is
based on rates per 1,000 clalmant contacts (weekly clalims). :




rates of denials as a percentage of determinatioms, it is the determination
rate which most clearly determines the overall denial rate. The six states
are numbered 1 to 6 in approximately the reverse order of their ovérall
denial rates. Beyond this simple ranking, it is important for the process
analysis to note the different patterns of determination and denial

rates. State 3, for inmstance, :anks»;ela;ivély loﬁ in the rate at which
determination issues are identified, but very high in the rate at which
identified issues lead to denial.’ State 1 ranks rather high in identifying
determination issues, but quite low in the rate at which ;hey_become
denials. State 4 ranks generally low in identifying determination issues,
but displays quite divergent rates for denials, ranking very high for the
voluntary-quit and able/available reasons, but very low for the misconduct
and job-refusal reasons. Explaining these diffgrgn: patterns is one
objective of the proéess analysis.

This chapter provides a foundation for explaining these variations
in patterns of determination and denial rates, by presenting comparisons of
the ways in which the three screening stages of the overall determination
process are accomplished in each sample state, Section A examines the
effective nonmonetary eligibility requirements in each state according to
the provisions of legislation, regulations, and operational rules. Section
B describes the variation in methods used by the states :o.detect
determination issues, and Section C discusses theAinformation we obtained
on the fact-finding and determination decision-making process itself.

These three sections proviae some basis for delineating.gggg_:he states do
in each of these three screening stages. In the site visits, we also

explored a range of agency‘charac:eristics that might help explain why they

49




do those things. Section D discusses these factors and the information we
gathered which appear to distinguish one state from another.

This chapter focusesnfrimarily»on differences among the states in
eligibility requirements and the methods used to detect determination
issues. It is along these two dimensions that we Qere able to construct
the clearest ahd most complete comparison of the six states, and along
which differences among them emerged most clearly in the analysis. We
focus less on the fact-finding and decision-making process, as well as on
agency characteristics that might affect the overall detetminaiion
process. On these topics, information derived from thé site visits was
rléss inéicati?e §f clear patterns.ﬂ Alﬁhough certain characteristiéé and
prbblems described.by réspondents;ére ;or:h noting; we geﬁéf#ll} found the
inforzation to be less helpful in explaining the pattérn of determination

and denial rates.

A. ELIGIBILITY -REQUIREMENTS:

In the site visits, MPR staff examined statutory and regulatory
language and obtained interview respondents' summaries and interpretations
of eligibility requirements. Thus, the eligibility requirements stated in
this section are the "effective rules"--that is, the rules applied in
practice. The elig;bili:y requirements will be described below for
"separation - issues and nonseparation issues. |

In presenting state characﬁefistics in this chapter, we make no
..attempt to convey an overail impression of each state's UI program or to
-interpret how program characteristics affect denial rates. Instead, we
simply portray the raﬁge,of aéproaches followed for specific aspects of the

nonmoneétary determination process. Chapter V will reassemble this detailed
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information in summary descriptions of each state, im an attempt to point
out the ways in which each state's program rules and operations lead to its
pattern of denial rates, and to draw general conclusions from:a broad

review of all six states.,

1. Separation lssues

Rules regarding separation issues are intended'tb define under what
circumstances claimants are to be considered responsible for their own
unemployment, and ﬁhe extent to which they should be penalized for the
sctions which led to their unemployment. The rules in all states
distinguish between situations in which the claimant voluntarily left a job
and situations in which the claimant was discharged from work. They
attezpt t§ define whether or not claimants who quit did so without good
cause and whether they were discharged for misconduct. Both quitting
without good cause and being discharged for misconduct are grounds for
benefit denial.

" Voluntarv Quit. All six states have eligibility requirements which

allow claimants to receive benefits after quitting a job if they can
demonstrate that their departure was caused by certain actions by or the
behavior of the employer. Although the level o} detail varies in the
regulations and the language used to éescribe the employment~-related reasons,
there seems to be a common set of employer actions defined by the six states
as acceptable reasons for quitting. These includg reasons such as an
employer's breach of an eﬁployment contr#ct, verbal or sexual abuse or
harassment, mandatory retirement, violation of health or safety standards,
employer changes in wages or work conditions to levels genmerally unacceptable

in the occupation, and various infringements on an employee's labor rights.

51




Bowever, the sta:eé do’Qary in the extent to which personal reasons
for leaving a job can be considered "good cause" for quitting. States 1,
2, and 5 use the most liberal definition of valid persoﬁal reasons. These
statés define “"compelling personal reasons” which would Justify a voluntary
quit, including such items as excessive commuting distance, having to care
for a household member who is 1ill, pregnancy, avoiding a transfer out of
the area, and having to accompany a spouse whose job requires moving.
State 6 also defines certain other acceptable personal reasonms, including
sexual harassment, a desire to avoid "bumping” fellow workers in a layoff
éitﬁatioh;rhealth reasohs;ﬂgccepting‘otgéfﬁéhéléyment, and sh;rteﬁed hours
of work over a two-week pefiod. Among’these states, it should Be noted
that the regulations in States 1 and 2 provide extremely detailea
definitions of the circumstahces that should be consi%ered good cause and
those that should not. The level of specificity in the regulations might
be expected to limit'ﬁhé staff discretion that can be exercised.in
identifying issues and making determination decisions.

States 3 and 4 define ﬁllowable cause for voluntafy quit more
"restrictively. State 4 allows no personal reasons at all; oply reasons
~""‘attr’:r.lzau.tezﬁble :ov:he émployer" can justify a voluntary quit and lead to the
award of benefits. The rules of St#te 3 are also restrictive, in that they
cgll for the denial of benéfits unless the volﬁntary quit is for "good
cause attributable to the employer.” State 3, however, defines “"valid
personal circumstances” éhich, if demonstrated, can provide a basis for
ihposing a milder féﬁal:y. A

This descriptibh'bf”stace rules on acceptable reasons for voluntary

quits illustrates how the detailed examination conducted for the process
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analysis improves upon the data incorporated in the regression analysis.
Based on a simple classification of state statutes, States 1, 2, 4, and 6
would be considered as restricting the definition of good cause to reasons
connected with the work or attributable to the employer; States 3 and 5
would be considered ‘as not restricting the definition. Based on the details
of state regulations and practice, however, we found that States 1, 2, and 6
also allow claimants to be awarded benefits on the basis of personal reasons
that do not pertain to problems with the work itself or .the employer.

| Misconduct. In all of the sample states, claimants are awarded
benefits if they are laid off by the employer because of a lack of work or
are terminated for poor performance. If the employer discharges an employée
because of misconduct, however, the claimant will be considered responsible
for the loss of the job and will be denied benefits. Although the states
vary in the language used to describe misconduct, several themes
consistently emerge. The employer must demonstrate several facts about the
ecplovee's behavior and about that employer's response which led to the
discharge. It must be shown that the employee's action or behavior
indicated a deliberate or negligent disregard for the employer's interests,
and that the behavior had an adverse effect on the employer. The employer
must also show tha:‘the employee was aware of the employer's policies when
they were violated, or could reasonably have been expected to be conscious
of them. Finally, the employer must demonstrate that it reasonably and
consistently applied thgirules vhose violation ied to the discharge, that
Lthe employee received some warning before the discharge, and that it made an
efforgiggyresolve the pf&ﬁlem withﬂghé eﬁplbfee before’&ischafging that

person,
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However, in two respects, certain states can be distinguished from
the others in their definition of wmisconduct. The first element of
variation is whether the state uses a single definition of misconduct, or
distinguishes between different degrees of misconduct. States 1, 4, 5, and
6 use a simple definition of misconduct and apply a uniform penalty for all
cases of misconduct. However, State 3 has defined two levels of |
misconduct. "Gross misconduct” consists of illegal acts against the
’emplover, a series of work-rule violations, or actions indicating malice
towards the employer. “Misconduct connected with wor'" is a vaguer but
definitely broader definition of actions by the employee that do not
necessarily involve either (1) the clear intent or disregard associated
with most states'’ definitions of misconduct or (2) a demonstration_of the
emplover's efforts to resolve the oroblem. In fact, interview respondents
in State 3 suggested that any discharge that vas not caused by the lack of -
wortk, but which was based on a violation of worksite rules, would normally
become classified as misconduct connected with work. State 2 also defines
two levelswof misconduct. Normal misconduct resembles the definition of
misconduct used in most states, but gross misconduct consists of an
action by the employee which would consitute‘an indictable offense, of
which the employee has been proven guilty either by written admission or by
conviction. |

A second more subtle variation in misconduct definitions is the
degree to which the states establish misconduct on the basis of the

employee's failure to work up to standards set by the employer or to comply

with job requirements. The rules of all the states are clearly designed to

54




prevent assigning the misconduct definition to an employee when that person
is simply unable to measure up to the demands of the job. State ],
however, is notable in that it imposes a slightly more demanding sﬁandard
for employees. It need not be dembn#trated.that the employee deliberately
wronged an employer. An employee's actions can be considered to represent
misconduct if they show an indifference to or a nmeglect of duties
established by the "employer contract,” as opposed to a more abstract
definition from the state's perspective of the employer's interests.
Moreover, & claimant can be discharged for misconduct if his/her present
performance does not meet past standards of productivity and thﬁs indicates
current negligence or indifferemce. Although formal policies in other
states refer to such employee behavior, State ] was the only one we visited
which seems to deny benefits on such grounds.

Penalties for Separation Issues. Claimants who have been

discharged for misconduct or_éuiiting are denied benefits in all states,
but the penalties associated with the denials do vary. In general, the

states use the following devices in defining separation denial penalties:

o Disqualification for duration of employment. If this
provision is included in the penalty, disqualified
claimants would not be eligible for UI benefits until
they become reemployed and subsequently lose their
employment for valid reasons. If claimants are not
disqualified for the duration of unemployment, they are
disqualified for a specified period, but need not become
reemployed and subsequently unemployed before receiving
benefits.
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o Minimum standards for reemployment. When a claimant is
disqualified for the duration of unemployment, it is
expected that a substantial period of new employment
elapse before a subsequent claim is filed. Some states
define this period in terms of the amount of money that
must be earnmed in the new employment, either as an
explicit minimum dollar amount or as a multiple of the
weekly benefit amount which the claimant would receive
if eligible. Other states define the period in terms of
the length of time employed.

o Loss of wage credits. Disqualification for the duration
of unemployment delays a claimant's ability to draw upon
wage credits. Benefits based on wage credits are lost
only if, because of the delay before requalificatiom, a
claimant reaches the end of the benefit year before =
‘exhausting benefits from the base period. However, some
states impose penalties which also provide for the loss
of wage credits. .

*

The severity of a state's penal:igs depends to some extent on the
circumsctances of individual claimants. The employment history, wage lgvgl,
and weekly benefit amount of each claimént would determine yhether the
claimant would find it more difficult to requalify for benefi;s in new
employment under a requirement stated either in dollar terms or as a
multiple of the weekly benefit amount. Nevertheless, it is possible to
provide some rough categorization of the six sample‘states with respect to
the severity of penalties. States 1 and 5 cohld be viewed as having the
mildest penalties, disqualifying clgimants on separation»issues for the
dutatioﬁ'of unemployment and until they have'earned, respectively, five and
six times the weekly benefit amount. State 3 imposes somewhat more severe
penalties. Claimants m&s: earn ten times their weekly benefit amount in
new employment if they have quit employment ﬁithout good cause or have been
discharged for gross misconduct. However, a reduced penalty is defined for
“"voluntary quits with valid circumstances” and for "misconduct connected

with work.” 1In such cases, claimants are disqualified for an elapsed
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period of five ﬁgﬁten ;eekg:ﬂwith the exact period determined individually
for each case. Penalties in State 2 are considered to be still more
severe, since all disqualified claimants must earn ten tiﬁes their weekly
benefit amount in new employment before requalifying.

States 4 and 6 could be viewed as imposing the most severe
penalties for separation denials, since they require both minimum earnings
and 2 minimum period of time in new employment for requalification. State
4 requires claimants to work for five weeks aﬁd toreafn ten times their
weekly benefit amount for requalification. State 6 requires claimants to
work for four weeks and to earn a minimum of-$200 in order to be
requalified after having been denied benefits for voluntary quits.
Claimants denied benefits because of misconduct are disqualified for three
weeks, but also lose all wage credits accrued from the employer who
discharged them, a provision which could be very severe for an employee
whose base-period wage credits came entirely or primarily from that

emplover.,

2. Nonseparation Issues

Unemployment insurance claimants can be denied benefits for two
major reasons not pertaining to the circumstances surrounding their
termination from their last employment: (1) if they are unable to or
unavailable for work, or (2) if they refuse a job offer or referral to a
potential employer withou; an acceptable reason. For "able and available"”
issues, benefits will be denied for any week in which the claimant is
considered responsible for the unemployment spell. Penalties for refusal

resemble those imposed for separation issues.
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Able and Available. To be eligible for UI benefits iﬁ any state,
the claimant must‘be able to work from the standpoint of physical.and
menﬁal healﬁh, #nd;must be availaﬁie for and ready to accept work.
Claimants must also demonstrate a real connection to the job market to
support the claim that they are able and available for suitable work; most
states require evidence of a search for employment as an iﬁdicaﬁion of such
exposure to the job market.

However, state ruleé ;ﬁ "aﬁle and avaiiaﬁle' requirements vary
along several‘dim;nsi§§s. Fifst, scates difféi iﬁ héﬁ they definé the
types of work thatxclaimants mu#t be able to perform to be considered
"able.” Second, statesrdiffer in the latitude they -allow claimanté‘in
deciding what constitutes “suitable” work, and how this latitude changes as
ﬁhe speii?ﬁf?ﬁﬁ;mplzyment iﬁc;eaées. Third, the states set different
s:andards about what portion of a week a claimant may bg unavailable for
work and still not be denied benefits for that wgek. Finally, they‘differ
in how they define‘the work-search activity in which claimants must engage
to remain eligib;e,<f , o ‘ o ’

To‘varying degreés, the rulés of all six of the sample states
acknovledge;;hat health problems whigh interfere with work in ihe
claimant’s occupatién do not necessar;ly imply that the claimant is unable
to work. ‘St;£é§.2 and 5, fof instance, require simply that the claimant be
able to perform some gainful work that exists in .the jop market. State 1
requires that the claimant be able to perform.any type of work for which
that claimant would be reasonably suited by virtue of experience and skill,

but clearly does not require that the claimant be able to perform work in

that claimant's usual occupation. As an operating guideline, State 6
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requires claimants be in sufficient health to perform 15 percent of the
jobs in the market, although how such a refined standard is applied is
unclear. No information about the definition of ability to work w#s
obtained for State 4, which may simply reflect the absence of a precise
rule.

State 3_uses the most liberal definition of ability to work. 1If
claimants who receive benefits become sick or disabled and are unable to
work, they are allowed to continue- receiving benefits until they are
offered employment or a job referral. When they report being ill or
disabled, the agency first determines whether a job matéhkﬁéﬁ’bgiméde
through the employment service. If a suitable job is available, the
claimant must either accept it or be deemed unable to work and be denied
continuing bénefits until the health problem is corrected. ;f no job match
is made,-claimants can continue receiving benefits.

All of the sample states allow claimants to restrict their
availability for "suitable” work. However, this policy is commonly defined
in regulations but not in statutes. Based on the statutes, only State 5
among the samﬁié states would be counted as allowing this restriction; all
others were treated'in'the :egression analysis'as using a policy that did
not give claimants the option of restricting themselves to "suitable” work.

State definitions of “suitability"'most commonly deal with jobs
that claimants could not reasonably expect to obtainm, or which would impose
intolerable burdens on :hém. For instance, if a claimant has no
qualifications for or e:perience with a particular tyﬁe'of work, the states
generally do not consider that person available for that type of work.

States would similarly allow claimants to restrict their availability to
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employment that does not pose health or safety hazards, and which is
located within an acceptable distance from their residence. - However, large
differences exist within the six sample states in the detail and precision
with which these rules are developed. States ! and 2, in this area as in
others, provide a clearly greater level of definition,than other states.

It appears that all of the six states allow claimants to restrict
thelr availability to work that pays wages and requires skills comparable
‘to their usual occupationm, but also that the states relax this restriction
as the claimant's unemployment continues. The clarity and terms of this
policy vary significantly among the six states. States 3 and 5 do not
define in statutes or regulations how claimants are expécted to lower their
expectations about wages as time goes by. State 4 simply allows claimants
a “"reasonable time” before they are expected to adjust the scope of their
availability. States 1 and 6 define specific "adjustment periods"™ during
which claimants may restrict themselves to jobs at their usual pay--for
example, State 6 for éix veeks and State 1 for a period of between four and
ten weeks, depending on the skill level of the claimant's occupation.
Neither of these states, however, clearly defines how rapidly claimants are
then e#pec:ed to adjust their wage demands and by how much. In State 2,
however, explicit guidelines on this s&ﬁject are included in the
regulatidﬁé, allowing claimants the first five weeks to look for
comparable-pay jobs, wi:h'subsequent six-week periods in which their wage
demands should be reduced to 75, 70, and‘65 percent of their last pay.

The extent to which claimants may limit the héurs aﬁd shifts they
are willing to work‘withouﬁ being considered unavailable for work varies

somewhat from state to state. Despite differences in description, however,
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States 1, 2, 3, and 5 all basically reduire claimants to be available to
work the hours which are customary for the occupation in questionm. -
Typically, claimants may exclude night-time hours unless those are the rule
in their occupation, and may limit themselves to night hours only if a
substantial labor market remains open to them with that restriction. State
6 simply requires that whatever restrictions claimants place on hours, they
must remain available for 50 percent of the jobs in the occupations in
which they are seeking work. State'érappears to ‘have no -clearly defined -
rules on hours restrictions.

The rules in all states deny benefits for any week in which a UI
claimant is unavailable for work. Claimants may be considered unavailable
if they are away on vacation, attempting to become self-employed,
incarcerated, too ill to work, or otherwise not in a position :to accept
employment. It appears to be common practice, and in some instances part
of eligibility regulations, to aéceptrsituations of unavailability for part
ef a week without denying benefits. The states vary somewhat in how -
strictly they apply their rules on partial-week availability. The
regulations in State ] clearly stipulate that a claimant be denied benefits
if that claimant isvunavailable for work for more than ome day in a week.
States 2 and 5 are less demanding; they simply require the .claimant to.be
available for work for the "majority of the week," so that two days of
unavailability would be accepted. States 3, 4, and 6 have no clear rules
on partial-week availability that we could disco#er.

To be considered unemployed, an individual must be seeking work,
which in all states is usually recognized by two requirements: that-

claimants register with the state employment service, and that they pursue
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and provide evidence of their own active work search. For both
requirements, the six sampie states differ considerably in how stringently
they apply them to claimants.,

All six of the sample states require some form of registration with
the employment service, but, to varying degrees, they all recognize that it
would be inappropriate to require all claimants to do so. One aim common
to all of the states is to avoid burdening the employment service with
registering claimants who Have been temporarily laid off and who either
expect to be recalled within a reasonably short time or will be recalled on
a definite date. Not extéﬁding registration :equireménts to such claimants
is also in the interests of emplofers responsible’fot the layoffs, bécause
it effectively prevents the emplpyment service’from referring these
claimants to other jobs, and thus protects the employers' pools of
experienced workers available for recall. The states also commonly exempt
from registration requirements those claimants who normallf find work
through a union-hiring process or who are unemployed because of a labor
dispute in which they are not directly participating.

However, the sample states vary‘widely ;P how long the anticipated
period of layoff may be without imposing the registration requirement and
how loqg a period may-go byrbgfore excu;ed claimants are required to
register. 'States 1, 2, 4, and 6 are relatively strihgent on this matter,
exempting élaiman:s from fegistra:ion if their antitipa:ed‘uﬁemployment
will last for a period of b;:ween four and five weeks. States 3 and 5,
however, allow much longer anticipated unemployment (ten and thirteen

weeks, reépectiveij)vﬁefore rééuiring registration.
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The substance of the registration process that satisfies
eligibility requirements in the states also varies, and seems to reflect
the level of expectation in the state agency'about the degree to which the
employment service will in fact expose claimants to potential job offers.
At one extreme, State 5 simply requires claimants to sign a statement about '
their willingness to accept employment. State 3 requires a minimal
registration process: the majority of unattached claimants need only

complete a2 short registration form-that is subsequently entered on

claimant is subject to referral only when voluntary registrants?wi;h_the
employment service do not constitute enough suitable referrals to.employers
who requeét them. UI claimants are placed in “active” registration (which
exposes themn to the real likelihood of job match) only if they are in high-
demand occupations or if the local economy is brisk enoughyto'require
expanding the pool of available referrals. Although State 6 requires all
claimants to register if they do not expect to be recalled within five
weeks, it does place in a "short-term” file the registration 1nformation of
all claimants who expect to be recalled within five mon:ﬁs. These
claimants will be.matched by the employment ser;ice only with jobs of
specified short durationm, which according to agency respondents'
substantially rgduces the likelihood of a job match and referral. The
rules in States 1, 2, and 4 constitute the most sgbstantive registration

process: claimants are required both to complete forms that provide
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information on work skills and availability and to take an interview with
an employment service in:erviewer.l |

No state agency explicitly assumes that all UI claimants will
become reemployed through the efforts of the employment service, but each
of the six states we examined in the process analysis varies dramatically
in the extent to which their eligibility requirements insist upon an
- active, independent work search by the claimant. States also vary in the
regularity and methods by which they expect claimants to seek jobs, and the
evidence they expect of that search. - The most routinized job~search
~documentation is expected in States 3 and 4, where claimants are expected
‘to conduct an active job search and submit the names of two employer
contacts made each week when they file ongoing claims. 1In State 4, the
contacts are supposed to be made on two different days of the4week.

States 1 and 2 have regulations and practices which define a more
flexible requirement. In State 1, claimant; are required to be “actively
seeking” work, to provide evidence of the previous two weeks of search
activity at application time, and again to provide evidence of two week§ of
search during Eligibility Review Process (ERP) interviews at ten-week
intervals. No standard number of contacts is expected each week, but, for
each case, claims intefviewers can det;rmine what constitutes an

appropriate level of search activity, depending on the type of work sought

and the local job market.’ In State 2, statutes and regulations simply

11t should be noted that a number of states quite clearly had
adjusted the rigor of their registration requirements because of the high
level of unemployment at the time of our visits and because of the
consequent difficulties faced by the employment service in finding job
referrals for registrants in general and for Ul claimants in particular.
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require & "diligent search™ effort, which can be established for each
individual case. In practice, however, State 2 appears to require all
claizmants to submit the names of two employer contacts per week.

States 5 andré‘have the least‘rigorous job-search requirements.
State 5 does not appear to have a rule that establishes an active work-
search requirement, so that the issue of availability for work is most
likely to be tested only if a claimant is referred to a job interview by
the‘emplbyménivseréicé. Staté46 hésAno‘formal work—search requirement that
applies as a blanket rule. The UI agency can impose a specific search-
activity requirement for individual claimants if their labor-market
attachment is questionable; howéVer; agéncy reéﬁondenis'feport that this
step is taken for less than 1 percent of all claimants.

Refusal of Work or Referral. All states require claimants to

accept job referrals to suitable work when offered by the employment
service, and to accept offers 6f'5uitable work from employers whéther or
not the offer is made from an employment-service referral or thrbdgh-
independent work search. 'The definition of suitable work is the major
source of variation in refusal policy among the states, sincg refusing work
that is deemed unsuitable does ﬁo: warrant denial of benefits.
Definitions of suitability of work for purposes of determining
whether a job is refused with good cause generally correspond to the
suitability criteria used to assess claimants' availability for work. The
clearest variation among.the sample states pertains to the rules on the
extent to which and the speed with which cla.mants must adjust their job
demands over time. As desctibed‘earlier,‘Stgte 2 has the most éieﬁific

and, hence, probably the most stringent policy on this criterionm; States 1
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and 6 define s;ecific periods after which some adjustment is necessary; and
States 3, 4, and 5 have no clearly stated rules at all on the adjustment
period.

States also seem to vary in the type of distinction they make
between a refusal to accept a job referral and a failure to respond to
agency attempts to provide the referral. Although the denial of benefits
would normally be justified only by an,explicitﬁreﬁqsal by the claimant, an
inadequate responsé to referral attempts sometimes indicates circumstances
“in which the claimant is not really available for work. The manner in
which states follow up on difficulties in generating referrals to claimants
is discussed below as part of our examination of the methods for detecting
determination issues.

Penalties for refusing job offers or referrals generally correspond
to those imposed for misconduct and voluntary quits. States 1 and 5
disqualify claimants for the duration of employment and until their
subsequent employment earnings equal, respeqtively,_five and six times the
weekly benefit amount. State 2 requires .claimants to have post-
unemployment earnings of ten times the weekly benefit amount. State 3
disqualifies claimants either for five to ten weeks or untii reemployment
earnings reach ten times the weekly‘benefi: amount. Agency respondents
reported that the choice of penalty depends on "personal circumstances” and
the “suitability of the job,” but we did not discover any more explicit
decision guidelines. States 4 and 6 disqualify claimants for the duration
of unemployment and require both a minimum period of reemployment and
minimum earnings. State 4 requires five weeks of work and ten times the
weekly benefgt amount, and State 6 requires four weeks of work and at least

$200 in gross earnings before a claimant can requalify.
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B. DETECTION AND IDENTIFICATION OF DETERMINATION ISSUES

Eligibility requitements provide the theoretical basis for
determining which claimants should be awarded and which should be denied
benefits. However, nonmonetary denials ocecur only when some reason has
been established to question or challenge the legitimacy of a particular
claimant's work separation or ccntinuicg availability and willingness to
accept work. Thus, the effectiveness with which Ul agencies identify
issues that require determination.can be expected to affect their ability
to deny benefits to claimants who in fact are ineligible. This section
describes the ways in which the six sample states identify cases that

require determination for both separation and nonseparation issues.

1. Separation Issues

The site visits uncovered two types of variations among the sample
states which could contribute ‘to differences in the rates at which
separation—relatedrdetermination issues are raised. The first pertains to
the possible effect that the information which is provided to individuals
during the intake process has on detecting determination issues. The
second pertains to the manner in which the UI_ageccies solicit information
about separation issues from employers and take the initiative themselves
in opening the determination process.

The manner in which UI agencies provide information on program
rules to individuals at intake seems to reflect two motives. On the one
hand, the ageccies we examined»were simply cemplying with their legal
obligation to provide cleimants with information about their rights and

responsibilities under the Unemployment Insurance law. On the other hand,
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agency respondents consistently stressed that agency pélicy was to
encourage application, and that the agency had no motivation and made no
effort to screen out or to discourage the application of individuals who
had potentially questionablerclaims. Clearly, however, information
provided to individuals interested in filing an initial claim might
potentially either discourage them from applying or ;ffect.t;e information
ﬁhey supply to support their claim. In turn, either condition could affect
the frequency with which agencies identify questionable claims and perform
determinations.

The UI agencies in the sites sampled did in fact vary according to
when and how they provided information abOuﬁrﬂI rules and claimants'
responsibilities in the sequence of intéke steps. States 1, 3, and 5 seem
to provide a brochure on the rules, rights, and responsibilities only after
the claimant has completed the application forms for UI, has provided
information on the reason for work separation and availability for
employment, and has made some contact with the claims :aker.l In:Sca:e-Z;
individuals receive a2 brochure on the program eligibility rgles and their
responsibilities before they provide any application information. ‘When

-

they are called in to see a claims taker, the claims taker briefly Teviews

1The states use a variety of job titles to describe the functions
performed by staff in the Ul offices. The job of taking initial claims
furms at intake is performed by staff usually referred to as "claims
takers” or “"claims interviewers.” Fact-findings, determinations, and
Eligibility Review Process interviews are usually performed by staff called
"examiners,” "adjudicators,” "claims specialists,” or “"deputies.”
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the program rules and then reads through the questions on the initial
claims form and fills it out for the claimants. In State 4, claimap:s
receive an explanation of the program and their rightsvand responsibilities
after meeting with an employment service interviewer, but before completing
the initial claims form and talking with a claims taker. Furthermore, if
the claims form indicates a possible separation issue, claimants are asked
to return with a completed fact-finding form a week later when they file
their first weekly claim. 1In States 2 and 4, it is possible that some
specific information about program rules might turn away individuals who
doubt their own eligibility. This situation would be particularly poséible
in State 4, in which the normal sequence of events would allow the claimant
a week to decide whether or not t§ go ahead with the claim. It should be
stressed, however, that none of the agency respondents felt that a
screening effect was occurring to any significant extent.

A stronger potential for influencing determination frequencies lies
in the variation among states with respect to the methods they use to
obtain employer igformation on separation reasons, and the extent to which
the agency itself will initiate a determination. Since all states ask
claimants for their own statement about why théy were separated from
employment, the agency itself has some basis for indeﬁendently deciding
whether aﬁ issue exists and reéuires determination. Some variation exists
among the states in the-exten: to which they use this information, the
manner in which they poseJquéstions to employe;s,'and the degree to which’
the agency insists ti.at employers return the form on which they are asked

to provide information.
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States 1, 2, and 3 seem to take a more active role in obraining
_e;p;oyer infermatipn and finding issues than do States‘ﬁ, S, and-e. Before
awarding behefits, State 1 sends a form to the last employer'and asks the
employer to return the form with information on the reason for

separation. Claims adjudicators will telephone employers before the first
clain is processed, even if repeated efforts are necessary. State 2
automatically initiates the determination process as soon as the claims
interviewer peres-an'appereet issue on the.inirial claiqs form, and
provides two separate mechanisms by which employers can notify the agency
about the separation circumstances. Employers are provided with a stock of
forms which they can use at their own initiative to inform the agency when
an employee is terminated, allowing them in a sense to submit a "prior
protest” before the agency solicits information or even receives a claim
from the claimant. In addition, the agency routinely sends a different
form to the 1asr employer of each new claimant to request separation
information, and this form is to be returned before the claim is-
processed. State 3 sends information-request forms to all of the
¢laimant's employers in the four base—period .quarters and the most recent
quarter, and folloys up the request.forms with a telephone call to the most
recent employer if no response is received by the first weekly claim
filing.

.S:ates'é, 5, and 6 follow procedures which in various ways seem
somewhat less likely to point out real“issues or to lead to reported
determinations. In State 4, for instance, a form that requests separation
information is sent to the last employer and is to be returned within seven

days; however, if no response is received, follow-up procedures are not
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undertaken, and the claim is then procéssed. The frequency Qf
determinations in State 4 might also tend to be held down by the high
percentage of initial claims that are filed by eﬁployers directly for
temporarily laié-off workers (40 to 55 percent, according to

respondents). Such claims are probably less likely to contain information
that would be questioned by agency staff. State 5 sends an information-
request form to the last employer and monitors the return of the form, but
treats identified issues-in a way that may depress the reported number of
determinations. If an apparent issue is identified when the claimant
completes the initial c¢laims fbrm, an interview is conducted immediately to
collect further ihformation. If this interview demon#:rates that no reason
for denial exists, the process is not counted as a determination.

‘Sﬁate 6 specifically requires th#t separation issues Se~initiated
only by employers' protéSts on the forms the agency sends them. Claims
interviewers note only nonseparation issues, and do not initiate a
deterzination even if the claimant reports having quit or been fired from
the last job., Morever, a form sent to empioyers asks whether they
"question the eligibility of the claimant fbr benefits,” and not simply the
reason for thé indi§idual's job separation. For employers who are ‘
unfamiliar with Unemployment Insurancé law and the experience-rating
system, or for emplofers who already pay the maximum tax rate, this
approach for obtaining irformation would seem less iikely to elicit answers

which might lead to a denial of benefits.-
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2. Nc =paration Issues

Continuing eligibility issues are most likely to be identified from
four sources: (1) examination of intake forms; (2) agency examination of
ongoing claims forms for compliance with availability, refusal, and
adequate’work—searchbrequirements; (3) information obtained in periodic
Eligibility Review Process (ERP) interviews; and (4) the responses of
claimants to job referrals or offers generated by the employment service.
States vary in what appear to be important ways as to the sfrictness of
their claims review process, the frequency and regularity of ERP
interviews, the likelihood that claimants will be expoSéd to job referrals,
and the agency's treatment of claimants' responses to‘referrals. We did
not obtain noteworthy information on all of these ;ays to identify issues
for all of the sample states, but a summary of relevant available
information for each state shows sbme distinctions among them.

State ]l appears to use the claims-reporting process and ERP
interviews fairly rigqrously. Weekly claims forms poséAquestions designed
to flush out issues. Claimants are sted for a straightforward account of
facts without any interpretation. For example, thej are simply asked
whether they refused‘any work>rather than whe:hér they refused work without
good cause. Similarly, they are askedlahe:her they were available for work
for the enﬁire week, even though one day of uﬁavailability would not
represent a basis for denial. Claimants required'to appear in person are
scheduled for a particular'dayrin the morning or afternoon. If claimants
report at the wrong time oﬁce, it is simply noted‘in their file; 1if it
occurs the second time, a question is raised about their availability, and

@ determination is made. The failure to respond to a referral call-in card
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also prompts an investigation of possible availability issues. ERP
interviews are conducted every ten weeks after the initial claim, and they
focus on determining the adequacy of job-search efforts a#d availability.
If 2 question arises about either requirement, the claimant may be required
to submit continuing claims in persom.

State 2 also follows certain practices which would seem to enhance
the agency's ability to identify potential issues. The weekly claims-
filing process requires submi:;ing’information about employer contacts.
These contacts are listed by the claimant on a form which is reviewed and
then returned to the claimant for use with subsequent claims. Thus, when
this form is reviewed by agency staff, they have in front of them a
multiple-week listing of up to forty employer contacts, which may make it
easier to spot repetitive employer entries, suspiciéus patterns that may'
suggest that contacts have been fabricated (e.g., alphabetically listed
ezployers), or other reasons to éuestion work-search activity. The number
of employer contacts is checked on each submission. A warning is issued
the first time that the claimant reports too few contacts; the second time,
the determination process is initiated. Moreoyer, the agency conducts an
ongoing audit of employer contacts, verifying i percent of all contacts
reported. Although such a sample may only marginally affect the
probabiliﬁy that misinformation will be discovered, the knowledge that this
procedure is followed may deter claimants from submitting false contact
information. ERP ih:erviews are conducted every‘four to seven weeks for
claimants who are not on temporary lay-off, and focus clearly on detecting
potential eligibility issues. For new claimants viewed as having potential

able/available issues, an ERP is scheduled a week after the initial
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filing. The agency al;o provides employers with a stock of forms on which
they can initiate a report of recall or job refusal. |

Some of our observations during the State 3 site visit suggest ihat
this state may‘be less effective in identifying nonseparation issues. As
pointed out in Section A, very few State 3 claimants register with the
employment service and have any real chance of being referred to an
employer. Moreover;qs:ate policy on requirements for work-search
~activities does not seem to be followed consis:entiy. State poliey
requires claimants to report two employer contacts per week in order to
continue receiving benefits. However, in neither of the offices we visited
did staff appear to follow this policy exactly. In the urban office, if
contacts were missing from the claimant's report, the agency seemed to
follow up by providing claimants with information on program requirements
but, only in rare cases, by initiating a determination. In the rural
office, the perception of policy is that claimants are not required to make
any contacts for the first ten weeks. The policy which exempts employer-
attached claimants from ES registration and workfsea:ch requirements for
ten weeks seems to affect the treatment of all claimants. ERP interviews
in State 3 are supposed to be held every ten weeks, but the fepor:ed
average interval between ERPs is thirteen weeks.

Sia;e 4 seems to schedule ERPs more effectively than State 3,
setting a maximum interval of ten weeks but schedpling them at four-, six-
or eight-week intervals if any question arises at intake about the
claimant's ability to demsunstrate continuing eligibility. Omn the other
hand, State 4 seems to take a fairly relaxed apprqach to monitoring work-

search activity and dealing wi;h claimants' responses to job referrals.
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Claims reviewers reportedly question only the most “outrageous” information
(such as a list of employers which includes the names of well-known sports
figures). One respondent said that a determination would not be required
even if a claimant appeared to be listing employers alphabetically from the
telephone directory. No verification of employer contacts is performed.
The agency also responds mildly to problems in referring claimants to
ezployers. The common rule of thumb followed in State 4 is that only when
three referral call-ins have been ignored will an issue be raised, which is
considerably more tolerant than in States 1 or 2.

With respect to ;eekly claims, State 5 follows a practice which
would seem to increase the number of issues raised, but which would not
necessarily increase the probability of leading to denials. Able and
available issues probably arise most often from the agency's reporting
requirements and thé claimants' failure to comply with tﬁem. Claimants
scheduled for in-peréon filing of an ERP interview are told to appear on a
specific day at a specific hour; 1f ﬁhe claimant appears for claims filing
at the wrong time, it is noted in the file. By the third time it occurs,
the claimant is referred to an adjudicator for determinationf 1f a
claimant falls to appear once for an ERP interview at the proper time, a
determination is made. Particularly in the urban office, where a high
perceﬁtége of dlaimaﬁts are reportedly on continuing personél filihg, this
degree of reporting regimen may expand the number of determinations. |
Failure to report at the tight hour, h&wever, may be less indicative of the
claimaht‘élunévailability for work than wéuld; for instance, the failure to

report on a scheduled day.
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On the other hand, State 5 seems to expose claimants to a minimal
brisk of being questioned about refusing work or referrals. Weekly claim
cards ask claimants whether they had "refused work without good cause,”
allowinévthem to provice their own interpretation of state policy ratner
than a straightforward account of facts. Moreover, very few claimants are
likely to be referred to jobs by the employment service. Under State S
policy, claimants are not required to register with the employment service
if they erpect to 5; recalled to their Jjobs within thirteen weeks (a long

period compared w1th other states), but workload pressures on the

memployment ‘'service have created practices that are even less rigorous. 1In
the rural office, the employment service had requested that claimants not
be referred for registration if they had any expectation of recall; in the
urban office, the stated policy was to register everyone after thirteen
weeks of unemployment but not to register anyone before that period. The
employment service clearly seems to:focus on registering individuals who
volunteer and who appear most interested in obtaining employment with the
agency s help. The result, howeyer,“is'that claimants who are most likely
to refuse employment without good cause are least at risk for referral.

The likelihood that nonseparation deternination issues will be
raised in State 6 is probably affected by the agency s minimal emphasis on
work search and by problens in maintaining a regular schedule of ERP
interviens. State 6 does not require claimants to report any work-search
activity on the weekly claim card; thus, no regular, frequent basis exists
for examining claimants continuiné exposure to the job market, which as of

course one measure of their attachment to the labor market and of their

availability for work. In addition, due to staffing cuts, State 6 has had
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considerable difficulty in achieving its objective to hold ERP interviews
every eight weeks for each claimant. For instance, the urban office we

visited had not held any ERPs in the five months prior to our visit.

C. FACT-FINDING AND DECISION-MAKING

Once the Ul agency identifies a nonmonetary eligibility issue on
th; basis of statements made by the claimant or on information provided by
emplovers, a process of fact-finding and interpreting reported facts leads
to a decision about the merits of the claim—a determination. This process
includes two distinct functions: - gathering information as a basis for
making these decisions and considéring the facts in light of state laws and-
regulations.

Although all states in our sample appear to provide guidancé for
fact-finding and decision-making, the variation in detail and in the
precision of state regulations and procedures commented on in Sections A
and B of this chapter clearly has some potential impact both on
determinations and on identifying separation issues. In our site visits,
we did not find specific complaints about inconsistent or unfounded
deterzination decisions, but consistency and justification are clearly a
concern of the states.1 All operate some type of procedure for reviewing.
and performing quality control on'déterminatibn decisions (see Section D

for a discussion on the approaches taken for ensuring quality control).

lps peasured by the Department of Labor's Unemployment Insurance
Quality Appraisal Results, all six sample states maintain high standards
for the quality of nonmonetary determinations. With one exception (the
performance of one state on nonseparation determinations in 1981), all
states have achieved desired levels of quality over the fiscal years 1980~
1982, ’
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Aside from the clarity of policy guidelines used in dgterminacions,
the process itself follows different patterns in the six sampled states.
The fac:-findingvprocess varies in several ways. First, some 'states seem
to conduct frequent preliminary, informal inquiries to confirm that. there
is an issue which merits formal determination; other states treat every
issue that has been identified through routine claims review as a basis for
formal determination. States also seem to differ in the extent to which
they encourage employers to participate in the fact-finding process or
actively draw them into it. Decermiﬁing eligibility based on the facts,
usually called “adjudication,” is also a process which varies somewhat
among the six states. Some variation exists with respect to who performs
adjudications, and the manner in which decisions are prepared and
notifications are produced is not completely uniform.

State 1, like most other states, makes determinations at the local
office level. What is somewhat ﬁsusual,.however, is that nonmonetary
determinations, including fact-finding and adjudication, are a
responsibility which rotates among all of the local office nonclerical
claims staff, as opposed to being assigned only to senior or more highly
qualified staff. As a corollary to this practice, all claims staff learn
to make determinations through on-th;;job observation and training, which
may affect their performance in routinely handling initial claims by giving
them a more thorough fohpdation in aﬁd frequent exposure to 'state policy
guidelines. On the other hand, assigning determinations on a rotating
basis may mean ‘that relatively junior stéff will perform some
determinations, which may preclude a consistent interpretation and

application of rules. State 1 1s also noteworthy in the level to which it
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insists that employers provide input to the determination process and the
extent to which the state uses that input. If an employer report is not
returned or if a separation issue has been noted by the ciaims taker and
the claimant's facts contradict the employer's report, an adjudicator will
contact the employer by telephone. 1In either situation, no claim will be
processed without information or clarification from the employer.
Moreover, the adjudicator does not require any written follow-up on
information received from the‘emp;pyer:b?-telephone,~vhich avoids one
potential barrier to employer input observed in other states.

The fact-finding and determination processes in State 2 also
emphasize obtaining full information froo both the claimant ano the
ezplover whenever relevant, but its procedures place some greater demands
on emplovers. The agency treats employers as a source of information that
can potentially raise both separation and nonseparation issues. The agency
provides (3. ployers with a stock of forms on which the employer may initiate
Teports of quits, discharges, or refusa15° it also solicits information
from the employer on separation issues as they arise for individual
cases. Employers' written protests, submitted on forms from the agency or
sent at their own initiative, must include a détailed explanation of any
issue cited by that employer. Furthermore, fact~finding is condocted in
scheduled interviews in the local office to which the employer and the
claimant are invited. Decisions are oased on written information received
prior to the interview and evidence presented in it; if the employer does

not attend, no elfort wili be made to elicit further information. Agency
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respondents reported that employers attend about 25 percent of ;hese
adjudication interviews, and viewed this as a low a;;ehdance raﬁe.

The fact-finding and determination pfocesses in State 2 seem
particularly well designed to ensure both that sufficient information is
collected and that consistency is main:ained in how the process is
conducted and what type of inforﬁation i§ éroviaéd to the parties at
various steps. Employer information is ac:ivelylsought, but all
information must be in writing or presented within the fofmal intervigw at
which the claimaﬁt is present. A clgar set of”s;ep-by—step guidelines on
;haﬁ should be covered in a determination in#erview was set forth by agegcy
st;ff. Sta;e 2 sends ;Opies of employer reports tqvclaimants, and always
informs both the claimant and the employervin wfitiﬁé abqut a scheduled
fact-finding interview. Decisions are verflclogely constrained by the
detailed regulations on all aspects of nonménegary po;;cy. Finally,
consistency in the justification of decisions is pfomoﬁed through a )
computer system that allows adjudicators to select from a standard list of
codes pertaining to the regulations and then automatically prints the
appropriate explanatory text on notification decisions sent to the parties.

The fact-finding and adjqd;cation processes in St;:é 3 appear to
screen out some issues that would b; resolved in favor of the claimant

before the formal determination stage, to involve employers in the process

lone State 2 respondent suggested that employers do not tend to
take part in these interviews because they prefer to avoid the burden of
participating, take their chances on winning a denial based on their
written protest, and appeal the decision if necessary. The respondent
suggested that employers thus "overuse” the appeals process. In fact, data
for one quarter in 1980 confirm that employer-initiated appeals are
undertaken for about 6 percent of all determinations, ranking this state
among the highest in the incidence of employer initiated appeals.
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to a lesser degree than in States ]l and 2, and to focu§ on judging the
severity of the claimant's offense rather than on establishing whether one
occurred. Information from employers triggers only separa:ion—reiﬁted
determinations, since no mechanism exists as in State 2 for reporting
recall refusals. Some separation determinations are short-circuited by
informal inquiry; claims adjudicators sometimes call employers prior to any
formal determ;nation interview if ihe reported facts do not seem to support
their protests. It appears that sgch ééses?cah lead to an informal
resolution of an identified issue without a répbrted determination process
occurring. When an adjudication interview is held, it may or may not
include-the emplo&er. Emplo;érs will geﬁérally attend only if a sharp
discrepancy exists between the facts alternatively reported by the employer
and the claimant, bu; respondents in State 3 reported that such caéés
occurred very rarely. Most interviews include only the claimant and the
adjudicator. Moreover, it should be remembered that State 3 provides for
two levels of penalties for separation and refusal denials. As a result of
these factors, it appears that State 3 in effect conducts formal
determinations only when the chances of denial are great. Adjudication
interviews usually focus on the degree of the claimant's offense, for
purposes of establishing the length of the disqualification period.

In State 4, fact-finding and decision-making are two separate
functions. For "disqualifying” issues (quit, misconduct, and refusal),
fact-finding is performeq at the local office, and adjudication is
performed at the central state office. For able and availabie issues,
fact-finding and adjudication are performed by local office staff. Not
surprisingly, using centfal office staff for all other adjudication

purposes (a process which was instituted in order to lower administrative
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costs and to increase thé consistency of decision-making) affects the
methods used by local staff for fact-finding purposes. State 4raoes not
‘use scheduled interviews that require the presence of both the employer and
the claimant. Claimants are expected to provide a completed fact-finding
report, and_émployers may submit a written protest on separation 1ssues..
Claimants are allowed to see any material submitted by the employer, and to
‘prepare a rebuttal.  Both the employer's and the claimant's reports
(including a rebuttal in some cases) are sent to tﬁe central adjudicator.
The adjudicator may call either party if further information is

necessary. The fact-finding process in State 4 differs from the process in
the other states in that it does not contain a provision for an interview
in which both parties participate at the same time. Moreover, adjudicators
never deal with the parties face to face. As a result, it may be more
difficult for adjudicators to judge the credibility of the parties.

Central adjudication in State 4 may mean that the quality of
evidence to decision-makers is not as complete as what might be attained if
- fact-finding and determinations were underfaken by the same person.
Morever, central adjudication may undermine the decision process to the
extent that both parties feel thatotheir positions are not given the proper
attention. The hiéh incidence of appeals in State 4 support both
- contentions. ' In 1982, first-level appeals were made on over 22 percent of
all determinations, ranking the state among the top five in the country.
Moreover, the determinations which tended to be appealed were clearly those
which were adjudicated centrally. Appeals were filed on less than 5
percent of able and available detérminations, ranking State 4 among the

lowest five states along this measure.
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State 5 maintains a fact-finding and adjudication process which is
heavily affec;ed by federal timeliness standards for the ﬁayment‘of initial
claizs and by state court deci#ions which require determination decisions
within 72 hours of a claimant's filing for the veek in question. The state
Ul agency responds to these time pressures through procedures that include
rapid fact-finding, frequent use of telefhone discussions to collect
information, some séreening of issues before they become formal
deserm;pations? and a low prioritx'on formal notifications and advance
notice of hearing sessions. WhenAa separ;tiop issue is noted on an initial
cl;;m§ form or signalled by an gmployer report form, or when nonseparation
issues arise from job refu§als or ERP inteiviews, claims adjudicators ac;
quickly to élarify whether a formal determination is necessary. When an
izitial claim points to a possible separation issue, an adjudicator
conducts a fact-finding‘interviey before the claimant leaves the office,
perhgps calling the employer by iglephone in :he claimant's presence. 1f
such a fact-finding interview indicates either 8 consistent set of facts
from the two parties to support benefit denial or conflicting statements
:ha; require a judgment about cred;bility, the adjudicator w;ll ask the
claimant to file a claim for the waiting week, since a claim must be filed
before a determination decision can be issued. The employer would still be
required to submit & written report form on the reason for separation. If
necessary, a predetermination hearing with both parties would then be
held. However, if the fact-finding interview indicates no reason for
benefit aeﬁial, the matter is dropped. The rapid follow-up procedures on
separation issues in State 5 and its process whereby all the facts are

pit-o .

determined before the first weekly claim is filed may contribute to the
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fact that issues which in other states are reported as determinations are
in fact eliminated in Staté 5. | - "

Time pressures also influence the handling of nonseparation issues
in State 5. When issues are discovered while the claimant is in the office
for a personal filing or an ERP interview, the fact-finding interview is
held immediately. If an issue arises after the claim has been filed for
the week in question, a formal notification is mailed to the claimant, but
the adjudicator also :eléphdnes the claimanﬁ to schedule an interview
immediately. No waiting time or advance notice is required. When the
fact-finding interview is held, the claimant's statements will be taken
into evidence, as will any written statement that may have been submitted
by an employer (e.g., for refusals); in most cases, a decision will‘then be
issued the same evening.

State 6; although not under the same couftéimﬁosed pressures for
rapid determinations as State 5, also follows procedures which appear
likely to resolve some issues before they reach the formal determination
stage, particularly those that are raised by employers' protests about
separation reasons. The agency seems to place strong emphasis on having
employers present gvidence of‘a strong case before the determination
process is formally undertakeh. For instance, the form which is sent to
employers to ask whether they question the claimant's eligibility for
benefits also asks for a detailed explanation of the reasons for protest,
and warns that the failure to provide such détailed information ﬁéy
preclude the.agency from considefing their protest. Despite this urging,
agency staff report that they must frequently call employers to clarify

information, particularly for misconduct issues. One respondent stated that
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many protests filed by employers are dropped as a result of this screening
process, although the agency clearly makes no explicit attempt to
discourage the pursuit of a protest. °

State 6 follows a schedule for determinations that is much more
heavily influenced by due-process and advance-notice requirements, and less
by time pressures, than is true in State 5. Once it is. clear that a real
issue exists, a formal notice of a hearing date is sent to both the
employer and the claimant (or only to the claimant in. most nonseparation
issues), giving them between five and seven days' advance warning.
Determination decisions are also not issued as quickly as in State S. The
agency's objective is to complete all determinations by the end of the week
in which ihe hearing is held, and to comply with federal timeliness

standards.

D. AGENCY CHARACTERISfICS

Parts of the interviews éonducted with central and local~agency
staff in thetsample states pertained to organizational characteristics and
internal management concerns. Four topics were covered to at least some
extent in most of the states: (1) the formal structure of the Ul agency
and its organizatioﬁal relationship to the employment serviée;‘(Z)Athe
methods used at the state and local office levels to monitor the
performance of claims functions in general and nonmonetary determinations
in particular; (3) the characteristics of local office staff; and (4) the
extent and type of training provided to local officébétafo Although these
discussions at times touched on particular problems that an office or state

agency may have encountered recently, the information obtained does not
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indicate any clear, systematic differences among the states along these
dizensions. However, several observations or themes-that seem common to
most or all of the states did in fact emerge. |

One clear theme that emerges from the interviews is the importance
of experience as a qualification to perform nonmonetary determinationms.
Whether claims adjudicators (variously called “examiners,“ “speclalists,”
and “deputies” are promcted from claims-taker positions or are hired from
outside the agency, the methods for training them cleerly stress on-the-gob
observation, periods of close supervision and review, and periods of
ass;gnment to a variety of related tasks. Only a few states appear to
operate more formal training sessions. To the extent that they do use
these sessions, they appear likely to stress general interviewing
techniques when provided for new staff; at times of budgetary or other
pressures, they tend to fall into disuse. Formal training for experienced
staff} when provided, is apparently designed to explain newly introdueed
policies or procedures, and seems likely to be given only to lead staff.

-The importance of experience in exaniners is also reflected in
respondents’' comments about the use of temporary or intermittent staff.,
This practice is followed in all of the states to facilitate adjusting
staff levels to the volume of claims, but appears in varying degrees to
create concerns about whether the more demanding roles in the local offices
are staffed with adequately qualified and experienced staff. 1In some of
the offices we visited temporary staff filled the majority of claims—-
related positions. Most states and local offices focus on using the most
experienced staff for the most demanding determination issues.

Intermittent staff, and particularly the less experienced intermittent
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staff, are typically assigned to the initial claims line, which requires
less judgment and knowledge of policy than do determinatioms. However, one
respondent in State 3 noted that the degree to which intermittent staff
must be used means that determinations also are performed by staff with
less than fully desirable experience,

The necessity of relying heavily on temporary staff to retain
flexibility also seems to contribute to>staff turnover, since temporary
staff, rather than maintaining a long-term commitment to the agency, will
often use these positions as a stepping stone for other jobs with more
stable work, better benefits, and clearer career advancement
possibilities. Having a considerable portion of local-office positioms
staffed by individuals with intermittent job contacts or relatively short
tenures contributes to concerns about the agency's ability to identify
deterzination issues.

Concern for the quality éndfconsistency of determinations has léd
ezl of the states to undertake some type of monitoring and quality
control., Typically, central office staff use one or both of two devices:
review of monthly statistical reports on determinations and :eversals, with
follow-up action when particular problems are éevealed; and annual audits
or reviews of each office, including examination of individual
determination cases. Only in State 1 did we observe any specific criteria
used in central office monitoring which‘would trigger management inquiry
and remedial interventioﬁ'with respect to 1oc;1-office operations. In
State 1, -although program rules allow compelling personal reasons as
justifications fgr voluntary separation, state éfficials are concerned

about excessive benefit awards in such situations. Whenever claimants who
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have quit voluntarily and are awarded benefits account for more than 10
percent of all sepa}ation-related determinations, state'officialé will
iavestigate. However, from our interviews, it was impossible for us to
judge the effectiveness of these monitoring efforts or their effect on
performance. Similarly, although local office procedures to ensure quality
and cdnsistency typically entailed a review by senior staff of
determinations made by junior ;:aff, we could not find any examples of
particularly strong or particularly weak efforts to control quality by

these means.

e ek
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V. INTERPRETATION OF STATE CHARACTERISTICS
AND DENIAL RATES

The research undertaken for this project addresses an important
question for Ul program managers and policymakers: what steps can be taken
to make the nonmonetary éligibility determination process contribute most
effectively to the integrity of the Unemployment Insurance program in the
states? More specifically, the patterns observed in the régression and
process analysis may suggest how nonmonetary determinations can help state

ageﬁcies (1) minimize the extent to which claimants violate nonmonetary

eligibility rules and (2) maximize the ability of agencies to detect
violations when they occur and to reduce or deny benefits accordingly.

it is important to begim our interpretation of state
characteristics and denial rates with a recognition of thes; two aspects of
program integrity. Although our analysis must focus on the rates at which
states deny benefits for nonmonetary reasoms, high denial rates in
themselves clearly do not necessarily mean that program management goals
have been,achieved‘most,effectivgly. In a state that effectively
disseminates information about program requirements and ensures a
‘relatively well-informed public, denial rates might be Low because
relatively few ineligible individualé.attehp; to receive benefits.
However, such‘;n outcome could be viewed ppsi:ively from theistandpoint of
program manégers, Altﬁopgh the analysis presented in this chapter must use
denia{_rates as the priméry baqingog_cpmpa:ing ;tgtes, attention has also
been giyen to poss;ble ways in which\;;ate'ptactices may be affecting

denial rates by affecting the stream of applicants for benefits.
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This chapter presents our efforts to glean from the site-visit
information inferences about the effects of state policﬁes and procedures,
administrative methods, and agency characteristics on both denial rates
and, more generally, program integrity. Section A briefly discusses how we
analyzed the site-visit data. Section B then presents summary
characterizations of each state, with comments on what appear to explain
denial~rate patterms in each state. Section C then offers some concluding

observations about the effects of program policy and administration on

denial rates, based on patterns across the six sample states.

A. ANALYTICAL APPROACE

Qur process éﬁaiysis consisted of three logical stéps. First, we
attempted to identify the pecuiiariﬁiés of the.deﬁial rates in each state
for 1982. Using the exact rates for the frequency of determinatioms,
denials as a percentage of determinatious; and net denial rates that
underlie Table IV.l, we asseséed’how each state's rates compared with those
of other states, and looked for anomalies in the rate pat:érn within each
state. On the one haﬁd, ve‘vere interested in whether for'partiCular
rates, such as the frequency of misconduc:-related denials, a state ranked
high or low comparéd with others. 63 :ﬁé other hand, we were also
interesfed in whether apparenﬁ inconsistencies existed within the overall
rates observed for a stg:e. 1f, for'eﬁample, a8 state generally had very
low rates of determin#tion but conver#ely also had a very h;gh rate for one
particular issue, such an anomaly would provide a focus for considering
policy.and administrative characteristics. Tﬁese inter- and intra-state

pecularities serve as the "dependent variables” for our process analysis.
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The second step was to undertake a structured and systematic
comparison of the site-visit infbrmation for the six states. Tables were
constructed for each of the major stages of :hé determination process
(eligibility rules, detectidn, and fact-finding apd decision-making) and
for each of the nonmonetary-denial reasons. The site-visit repo:ts, which
contained extensive descriptive informétidh; were combed for relevant
entries to these tables. This process identified the peculiarities that
distinguished each state's policy fnd adﬁinistratioﬁ.ffgm thsse of’the
other states, and provided the “indepehdent véfiabieé" for the process
analysis.

The third step was to find connections between the policy‘and
administrative characteristics of the states and their denial rates. This
analysis proved rewarding in that appareﬁi'éxplanatibns for denial-rate
patterns in individual states did emerge; Hbﬁever, béfore offering our
conclusions about these connections, we should note that the.analytic
method and our conclusions should be approached cautiously for three
reasons-—the reliability of out data, tﬁeif;uééfhinesé as a basis for
drawing generalizations, and the extent to which we can infe; causal
relationships from the apparent patterns we observed.

To perform the analysis described above, wé;mﬁstAgive considerable
weight to the comments and perceptions of our relatively few respondents in
each state. Comments about :hé ways in hhich'ce;:aih'types of claimant
situatibns are handled, or statements such as “Lots of times we dc it that
way,” form the basis for our impressions of the less formalized aspects of
state procedures. The very nature of the process-analysis approach

necessitates that we use such information, but we do so with an
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understanding that we might be oversimplifying or even dis:orting the
patterns of practice that might emerge from a more detailed and time-
consuming data-collection effort,

Even if we were completely confident that our information about
each state was completely accurate and reliable, considerable difficulties
would stiIl'remaiﬁ in drawing generalizations about each state from our
conclusions. Many of the denial-rate peculiaritieé we observed are
distinctive to particular states, and what we found noteworthy about state
policies and prac:i;es was often unique to each individual state. ' Thus,
most of the comnections we found between program characteristics and denial
rates Qere based on $n examination of one or perha;s two states, rather
than on any strong patterns across all of the states. Finding a comnection

~4in one.state'did not indicate that the same relationship existed elsewhere
in our sample or in other‘states.j

Most important, it is vefy difficult to d:aw*inferences about
causality from what we observed. Even though a particular set of rules or
practices in a state appears to contribute to the observed denial rates, we
realize that many other variables in program administration may be
affecting the same denial rates and_fhich cannot systematically be

- observed. Although our conclusions may offer some guidance to states for
considering program po;icy and management optiqns,vclearly there should be
no expectation that adopting one state's practices will necessarily affect

denial rates in the desired way.
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B. STATE-BY-STATE ANALYSES

| For each of the six sampled states, we present a summary of denial-
rate patterms and the major features of policies, procedures, and aéency
characteristics, as well as our conclusions about how the latter affect the
former. Whereas Chapter IV focused on presenting the range of policy and
administrative characteristics for particular aspects of the nonmonetary
eligibility process, here we focus on each state, drawing together all

aspects  of the process in an attempt to explain its denial-rate outcomes.

l. State 1

State 1 ranksrvery hign among all states with respect to the
frequenci with which it identifies determination issues. Its determination
rates rank it in the first quintile for misconduct and able/available
determinations, and in the second quintile for voluntary-quit and refusal
determinations (see Table IV.I). However, State 1 does not deny benefits
in an unusually high percentage of cases for which determinations are
performed, ranking in the fourth’quintile in‘denials for misconduct,
able/available, and refusal issues, and in the fifth quintile for
voluntary-quit denials. The net denial rates are heavily influenced by ‘the
high frequency of determinations, so the state ranks in the second quintile
for three denial rates and in the first for onme.

The high rates of determination in State 1 appear to be caused by
three major factors: (1) detailed and specific regulations that pose some
relativelykstringent eligibility tequirements and define clear standards
against which claimant situations and behavior can be measured |

(2) procedures for detecting potential determination issues that promote
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employer input and encourage agency staff to pursue guestionable'claimant
information; and (3) a local office staff structure whieh may enhance
identirying issues. D |

The detail and thoroughness of the regulations in State 1 far
exceed what have been develeped in all of the other sampled states, with
the possible exception of State 2. The regulations in State i break each
eiigibility requireﬁent down into the specific demands it places‘on
claimants, proriding explanations of underlying intent and case examples
and accompanying reeommended decisions. One might expect thatrthe very
detailed regulations would allow precise judgments to be made in the issue-
identification stage, so as to deny most cases brought to determiration.
However, that is not the case in State 1, which probably reflects its
eﬁphasis on initiating the determination process ﬁhenever a possible issue
arises, rather theh only when a clear case for denial‘erists. Instead, the
kdetailed regulations appear to require that the facts in the deeieion stage
be carefully developed ane weighed, ae reflected in the moderate rates at
which determinations lead to denials.

Regulations in State 1 also pose some eligibility reguirements that
are relatively stringent, eqd whichﬁfay thus lead to determinations and
denials in situations that would not lead to denials in other states. The
definitlon of misconduct, for instance, includes one example of cause for
discharge that clearly goes beyond what is found in the other state
regulations: » an employee's failure to perform as productively as he/she
had performed at an ecarlier time, thus indicating indifference or
negligence.‘ Similarly, the definition of job refusal in State 1 includes

actions or behavior by the claimant which would indicate a deliberate
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effort to fail the job interview. The state's standard for partial-week
availability dis also the strictest among the six states: a claimant

unavailable for more than one day in a week is to be denied benefits for
that week. Finally, the reqnirements in State 1 for employment service

registration are rigorous relative to other states in our sample: only

claimants who expect to be recalled within 30 days or who normally obtain |

employment through a union~hiring process are excused from'immediate
registration, and only for 30 days. |

State l's record for identifying a high number of determination
issues seems to be a product largely of the manner in which claims staff
‘seek out employers' input to the initial“claims-review process, and the “
manner in which eligibility rules and procedures prompt investigation of
ongoing claims reports. Procedures clearly prohibit processing initial
claims without obtaining separation-reason information from the last
employer, and examiners will telephone employers persistently until that
information is obtained. lf information'received over the telephone
indicates that a determination issue exists, the agency will initiate the
determination process rather than insisting on a detailed written
explanation, as is true in some other states.. Compared with other states,
State 1 thus makes it easier for employers to noice objections, and may in
fact raise issues that employers who are already paying a maximum tax rate
might not even have bothered initiating themselves. |
| The ongoing eligibility determination process in State 1 is
designed to promote staff initiati«e in identifying the questionable

availability of claimants. Rather than requiring a routine report of two

or three employer contacts per week, State 1 demands an initial account of

95




employer contacts made during the two weeks between.application for
benefits and the first benefit-week claim, and again a£ the ten-week
eligibility reviews. Instead of devbting'staff resources every week to
counting employer contacts whose seriousness and validity are often
difficult to assess from a simple claim card, staff resources are devoted
at relatively long intervals——every ten weeks in most cases-—to evaluating
for each individual c¢ase whether a sincere and reasonable employment search
is being made. If job-search efforts are questionable, the claims staff
can place the claimant on personal filing and require more detailed and
frequent search evidence, or initiate a determination.

‘The method for questioning claimants on weekly claim cards, and the
state's standard for ongoing availability, also encourage pursuing
potential issues. Claimants are asked for straightforward facts on claim
cards (e.g., Did you refuse a job?) rather than for an interpretation of
their actions. At least one other state in our sample asks whether the
;laimant had “refused a job without good cause.”™ State ! claimants are
asked whether they were available for the entire week, even though the
actual eligibility standard allows them‘one day of unavailab;lity. Other
states ask a comparable question: “Were you available for work every day
but one?” The effect, and probably the intention in State 1, is to find

questionable claimant behavior and initiate determinations on that basis,

rather than only to identify.si:uétions in which denial is very likely.
The fact that only two days of unavailability will lead to a week's denial
of benefits also encourages claims staff to investigate the reasuns for a
claimant's failure to respond to a single referral attempt or ﬁhe reasons

why a claimant has shown up for personal reporting to the agency at the
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wrong time for a second occurrence. -Such investigation raises the
incidence of refusal issues and probably lowers the rate of refusal-related
denials, since such investigations count as>determinations but are
relatively unlikely to lead to the conclusion that a claimant is actually
refusing employment. However, they do frequently uncover situations in
which availablity standards have been violated, and they do lead to a
-denial on that issue.

The approach adopted in State 1 to ‘local office staffiﬁg may also
contribute to its high rate of degérmina:ions and denials. Aside from
clerical and managerial staff, all claims staff have the same title and are
rotated among all claims tasks, including initial claims interviewing,
fact-finding, and determinations. Checking ongoing claims cards is the
responsibility of mail-room clerical staff, and they :initiate
determinations on aﬁy card with a “wrong” answer. Ongoing claims forms ask
only "yes/no" questions about avéilability and job-refusal issues, but do
not ask for information on employer contacts. The review of claim cards
does not require judgment, and can be performed by clerical staff. As a
result of this staffing approach, staff with constant exposure to state
poiicy and regulations are involved in the initial claims process, and are
ffee to conceﬁtrate their efforts on'pursuing potential separation issues

and eligibility reviews rather ‘than on routinely reviewing claim forms.

ok i

2., State 2

State 2 tesembies'State 1>in that-ittﬂas developed quite detailed
regulations to gﬁide tﬁ; d;terminaéiog ﬁroéess, but';;‘;iéo appears | |
noteworthy for the efficiency ﬁith which iﬁ'uées ifé staff and its quite

advanced use of computer-system support for the determination process.
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Despite these characteristics, State 2 holds a middle rank on denials,
placing in the third quintile nationally for voluntary-quit, miséonduct,
and job-refusal denials, and in the second quintile for able/available ﬂ
denials. The rate at which it makes determinations is lower than that of
State 1, although higher than the rates of States 3 through 6.

The UI program in State 2 seems to operate under thorough, careful
contrél. Rules are delineated in great detail in the regulatioms. For
instaﬁce, State 2 1s the only one of the six we examined which defines
explicitly when and by what percentages claimants must adjust their wage
demands over the period of unemployment to be considered available for
suitable work. It is also the only state which appears to undertake any
systematic'éuditing of employer contacts reported by claimants on weekly
claims forms. All determinations are conducted according to clear
guidelines, including requirements that all information be submitted in
writing, and.that both parties be appropriately notified prior to a
disputed claim. The state provides two alternative methods by which
employers can submit information to protest a claim: a special form
maintained by employers to report quits, discharges for miscqnduct, or job-
recall refusals; and the form sent by the agency to the employer to request
separat;on information when an 1nit£§l claim is filed. ERP interviews are
conducted more frequently in State 2 than in the other five states; the
agency schedules them at four- to seven-week intervals for claimants who
‘are not job-attached.

From the information we gathered, no clear explanation emerges as
to why the de:erminatioﬁ and denial rates of State 2 should be considerably

lower than those of State 1, although some of the fules and practices in
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State 2 are less stringent than in State 1. Claimants must be available
three days out of a week to avoid being denied benefits, rather than four
zz in State 1. Despite regulatory language which appears to give claims
staff in both states a similar latitude in defining tne-jobesearch effort
required of each claimant, State 2 actually uses a fairly routine
operational standard of two contacts per week, without the infrequent but
individualized assessment of job-search efforts that appears to be true in
State 1. However, State 2 facilitates the review of reported contacts by
using a multi-week reporting form that allows claims staff to review the
recent history of'reported contacts each week. This helps staff to detect
fabricated employer contacts or repetitive entries of employers.

The two types of factors that may explain the differences between
the rate patterns in States 1 and 2 are external factors and factors that
represent a potential deterrent effect, and in neither case can we observe
anything to substantiate our spetulation. Underlying employment and
unemployment patterns may simply create a population of claimants who are
less likely to be ineligible on the basis of their circumstances or less
likely to apply for benefits if they are ineligible;v Some possioility
exists that the overall impression of efficiengy and thoroughness presented
by the Ul agency may convince potentially ineligible individuals not to
apply, or convince ongoing claimants to adhere as closely as possible to

formal requirements so as to avoid being denied benefits.

3. State 3
The pattern of determination and denial rates in State 3 is
particularly striking given the very high rates at which determinations

lead to denials. In 1982, the state ranked in the first quintile for
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denials as a percentage of determinations for all four denial reasons.
However, determinations are made at much lower'rates rélative to other
states, State 3 ranks in the third quintile, approiimately at.the middle
of the state ranking, for separation determinations. For nonseparation
issues, State 3 ranks very low as to the number of determinations made--
near the bottom of the fifth quintile for able/available issues and in the
fourth quintile for refusal issues. The high rates at which determinations
,. lead to denials pull the neé denial rates up slightly above the
‘determinations rankings, so that State 3 ranks in the first quintile for
denials based on misconduct, in the second quintile for denials based on‘
voluntary quits and refusals, but in the fifth quintile for able/available
denials. These 1982 rankings were_slightly‘below the regressiqn-adjusted
rankings for the entire 1964-1981 period as reported in Chapter II. The
regression-adjusted rankings of State 3 fell within the first quintile for
voluntary quits, misconduct, and job refusals, and in the fourth>qtintile
for able/available issues.

The high rates at which determinations lead to denials for
separation issues in State 3 appear to be caused by its twoflevel
definition of eligibility requirements and the corresponding two-level
definition of penalties. Claimant;’can be denied benefits for misconduct
if thef are discharged for almost any other reason than the lack of work,
but ﬁﬁé}penalty‘imposed,is only five’to'ten weeks without benefits, rather
than disqualification for the duration of employment if the discharge were
for gross misconducf. i%imilafly, claimants can be denied benefits for a
period of five to ten weeks rather than for the duration of unemployment if
they quit without good cause but can demonstrate valid personal

circumstances justifying their action.
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The milder penalty that can be imposed with less evidence against
the claimant appears to affect both the nature of thg determination process
and the decisions of adjudicators. Agency respondents reported tﬁat almost
any voluntary separation or discharge would lead to denial, and that the
hearing process, which typically involves only the claimant'and the
adjudicator, usually focuses on the severity of the penalty which would bé
appropriate. .

Although . the.definition of gross misconduct in State 3 closely
resembles the definitions of simple misconduct in the other states, there
is some evidence that the availability of the lower-level denial penalty
may lead to some laxity in detecting issues and undertaking fact-finding
for the purpose of deterﬁinations. For instance, some respondents
suggested that many claimants simply wait ten weeks after separatién before
appl&ing for benefits (i.e;, voluntarily "self-ser#ing“ their penalties),
knowing: that they would be disqﬁalified for ten weeks at most under the
milder penalty. It may be that in such circumstances the agency places
little emphasis on determining whether it should impose the more severe
penalty that requires reemployment and substantial earnings. The fact that
the milder penalty is imposed in two-thirds of misconduct denials suggests
either a weak search for misconductfissues under the more stringent
standard of gross mi#conduct, or a tendency to categorize gross misconduct
issues as simple misconduct., - If State 3 were ranked on the basis of its
denials for{gzggg;misconduc;-(for which the definition corresponds with the
description of the claimant's behavior used to define awisconduct in the
other five states), it would rank in the fifth rather than in the second

quintile,
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High rates in State 3 for'turning nonseparation determinations into
denials appear to be associated with the low rate é:'which determinations
are made. Most likely, given a number of relatively weak spots in the
procedures for detecting issues, only the most obvious issues reach
determination, and, hence, the likelihood of demial is high. Four
weaknesses in detection emerged from our examination: (1) a narrowing of
the scope of potential ablé and available issues baséd on eligibility
rules; (2) a low likelihood of teferral;by‘thé emplo}meht service, and thus
a low éxposure of claimants tdtihe risks of jobytefusél or the detection of
availability issues; (3) inconsistent adherence to state policy with
respect to work-search requifements; and (4) infrequent administration of
ERP interviews.

The scope of coﬁtinuing-eiigibilitybissues that can potentially
arise in State 3 isAééméwhat narfowed'by legislétion and reéﬁlations that
allow claimants who become 1ll or disabled to‘continue dréwing behéfits
until they are offered a job referral or pdsition, at which time they must
demonstrate an ability to work in order to remain eligible. Although such
instances may occur felatively infrequéntly,'in State 3 théy will not lead
to a determination, whereas they should in other states.

’The likelihood of exposiﬁg élaimants to job referrals is low in
State 3lbecause of its loose employment-service registration procedures.
Initial claimants are e;cused under state policy from the registration
requirement if they expect to be recalled within ten weeks, a long period
compared with other states. Moreover, even those who are required to
register are.normally piaced in an "inactive status.” Briéf information on

their skills and experience is recorded and filed, but is not entered in
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the active files from which candidates for referrai are usually selected.
No attempt is made to match these claimants to jobs unless "active status”
(voluntarily registered) individuals do not constituté enough referrals to
meet the demands pf employers. This approach to registration most likely
holds down thg rates at which both able and available and refusal issues
arise.

Although sfate policy requires ongoing claimants to .engage in
active search if they do not expect to be recalled within ten‘weeks, we
detected inconsistent adherence to—this policy. One office, although it
required claimants to report«employer contacts, did not appear to enforce
this requirement by holding a determination when insufficient contacts were -
reported. The other office, according to a respondent, did not require
claimants to make any employer contacts until after ten weeks of
unemployment. These practices’ reduce-the chances of detecting availébility
issues.

Finally, the difficulties faced by State 3 in adhering to a
schedule for ERP interviews: weaken its-abilitykto detect issues. ‘Although
ERP interviews are supposed to be held every ten weeks, the average
inte;val when we conducted our site visit was Fhirteen weeks. In fact, it
was reported that some claimants are never scheduled for ERP interviews.

In the urban office of.State-B, abouﬁnzo:pefcent of scheduled ERP
interviews were reported to lead to determinations for failing to appear;
thus, difficulties in scheduling these interviews clearly reduce the number

of issues that can be found. .
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4, State 4

The denial-rate pattern of State 4 is dominated by its very low
frequency of determinations. For issues pertaining to‘voluntary quit,
misconduct, and able/available for work, State 4 ranks at the very bottom
of the fifth quintile in determinations made, and it ranks in the third
quintile for refusal-related determinatioms. Bowevef, the rates at which
determinations lead to denials do diverge. For determinations on
voluntary-quit and able/available issues, State 4 ranks in the first
quintile for denials as a percentage of determinations. For misconduct and
refusal issues, conversely, it ranks in the fourth and fifth quintiles,
respectively. Overall denial rates are-cotrespondingly low=—in the fourth
quintile for refusal issues and in the bottom of the fifth quintilé for all
others. The pattern of determination and denial rates in State 4 appears
to be heavily influenced by three factors: (1) very restrictive rules on
valid reasons for voluntary separation; (2) the possible deterrent effects
of intake procedures and denial penalties; and (3) a more casual approach
than seems to be true in some other states for investigating initial claims
and reviewing ongoing claims.

0f the six states we visited, State é is the only one which does
not allow personai reasons to justigy voluntary separation, and requires
that all quits be for reasons attributable to the employer. If the
potential claimant population of this state behaved like the corresponding
populations of other sté:es—-quitting for personal reasons and then
applying for bencfits at the same rates—we would expect State 4 to show a
high rate of denial rel;tive to other states. The opposite is true:

determinations occur at very low frequency and almost always lead to
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denials, although the net denial rate is very low. One possible
explanation for this pattern 1s that the potential claimant population in
this state is aware to some degree of the narrow definitién of good cause
for quitting, and, as a result, is less likely either to leave jobs
voluntarily or to apply for benefits when they do leave voluntarily.

The possibility that information about the Ul program may deter
individuals from filing claims is supported by two other features of the
program in State 4. First, unlike'any of the other states we examined,
State 4 provides orientation information about program-eligibility
requirements to applicants before they complete the required claims forms,
and allows a week-long interval between the initial intake contact to
identify separation issues and the stage at which the agency collects fact-
finding information from the claimant. Some possibility exists that when
claimants learn about the eligibility rules, and the possibility that they
might not be eligi?le, they may refrain from following up a week later with
a claim and fact-finding form. However, agency staff did not believe that
this situation occurred with any significént freéﬁency. If such situations
do in fact arise, however, State 4 would not recognize that a determination
was made. It is also worth noting that State 4 imposes about the most
severe denial penalty for quitting without good cause: disqualification
for the ddratioﬁ of unemployment and until the claimant is réemployed for
five weeks and earns ten times the weekly benefit amount. The regression
analysis results showed that more severe denial penalties for voluntary
1eavesA$re aésociated\with lowér denial rates, which our hypotheses |

suggested would be caused at least in part by a lower likelihood that

ineligibles would apply for benefits. We suspect that the difficulty of
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requalifying fqr benefits in State 4 deters some individuals from applying
if they believe they quit without an acceptable cauée. Given the narrow
definition of good cause in State 4, the deterrent effect of the severe
penalty would affect more individuals than would a‘comparable penalty in
other states.

Procedures for reviewing initial and ongoing claims are less
rigorous in State 4 than in States 1 and 2, and may contribute to the low
frequency of determinations. Relative to the other states, intake
procedures in State 4 do no;'seem to require as stringently that employer
responses on separation reasons be obtained before awarding benefits. 1If
the claimant's applicacioﬁ has not raised any separation issues, and if the
employer's response is not received within seven days, the agency will not
initiate_a contact with the employer and will proceed with processing the
claim. Thus, it is possible that some quits without good cause or s&me
discharges for misconduct will nbt:be detected if the employer is either
indifferent to or ignorant of the possible effects of the benefit award on
his account. Reviewing ongoing claims also seems to be undertaken less
carefully than in other states. Although State 4 requires oqgoing
. claimants to list two employer contacts on two different days of the week,
scrutiny of these reported,contacts‘;ppears to be minimal. Only the most
outrage;usly apparent fabrications of employer comtacts, according to
agency respondents, will lead to initiating a determination. Employer
contacts are not verifiedg

As was noted in Chapter IV, a high proportion of iniiial claims in
State 4 are filed by employers for temporarily laid=off claimants, and it

is worth considering whether this procedure could explain the very low rate
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of determinations. When employers submit initial claims on behalf of their
employees, they are probably less likely to be questioned than if the same
employees were required to filé :heir own claims. Conse§uen;ly, the agency
would probably avoid making determinations on individuals whose
circumstances of separation do in fact qualify them for bemefits. Thus,

such a practice should lead to a lower determination rate and to a higher

rate of denials as a percentage of determinations, but should not affect
the overall denial rates. The fact that the overall denial rate in State 4
is very low suggests that other factors, such as those deécribed earlier,
are more impo;tan:.

The extremelyvlow rates of determinations and the very high rates
at which determinations lead to denlals in State 4 may also partially be a
product of the fact that the state performs adjudications centrally for
potentially disqualifying issues. As was pointed out in Chapter IV,
adjudicators in State 4 basé their determinations primarily on written
ﬁaterial forwarded by local office fact-finders; howevef, local fact-
finding in State 4 does not require any hearing which involves both the
claimant and the employer. Thus, it is possible in some cases that central
adjudicators make their decisions without good’knowledge of the facts. The
very high rate at which centrally performed determinations are appealed in
State 4 may indicate the respéétive parties' simple distrust of what
seemingly is a remote decision process, or it may indicate that
adjudicators' decisions ﬁave‘a ten?ency to be at odds with the facts. The
latter hypothesis is supported to some extent by the high rates at which
both claimant- and employer-initiated appeals succeed in overturning the

determination decision. 1In 1982, the rates at which appeals reversed
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determination decisions in State 4 ranked among the top three states for

employer~initiated appeals and in the top eight for claimant-initiated

appeals.

5. State 5

Overall denial rates in State 5 are among the lowest in the
country, ranking iﬁ the fifth quintile,fof all four nonmonetary eligibility
factors examined in this‘study. hﬂqyever, these low denial rates are due to
an interesting pattern of_de:ermipation rates and denials as a percentage
of determinations. For quit-rélated issues, State 5 ranks near the bottom.
’of the fifth quintile for determinations and in the fourth quintile for
denials as a percentage of dete;minations. For misconduct issues, the
statevranks among the lowgsg for determinations, but in the highest
quintile for the percentage of determinations that lead to denials.
Determinationé fér able/gvailagle i;;ues are performed very frequently (the
state ranks in :he_firs; quintile), but lead to denials less than 15
percent of the time (which ranks State 5 in the lowest quintile for denials
as a percentage of determinations).r Finally, refusal-related
determinations occur very infrequently (at a,fifth-quintile ta;e) but
frequently lead to dépials (ranking the state in the top of the second
quintile for this measure).

Based on our site visit, it appears that State 5 is generally
poorly equipped to dete;t potential eligibility issues and to report
actions as determinations. Consequently, only the most clear-cut issues
are likely to reach the-determination stage, and, hence, denial rates as a
percentage of determinations could be expected to be quite high. This

general observation is based on (1) the state's process for informally
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screening potential issues at intake, and (2) the absence of any effective
employment service registration or work-search requirements.

Separation issues that would lead to determinations in other states
appear to be resolved frequently in State 5 before the?investigation
reaches the point at which it is formally recognized as a determination.
Responding to pressures to adhere to time standards for granting initial
payments and resolving determinationms, State 5 conduets initial fact~
finding discussions with ooth the claimant‘and the eoployer immediately
upon discovering a potential issue at intake. When these discussionms
indicate no reason for denying benefits, no determination is counted in theb
state's records, since no claim has yet been submitted for a benefit
week. This screening process undoubtedly contributes to the extremely low
frequency with which determinations are made for separation issues..

A number of procedures in State S‘make it unlikely that ongoing
eligibility issues will be detected. First, reqoirements for registration
with the emoloyment service are extremely liberal compared with other .
states, and do not appear to be consistently adhered to. Only claimants
who do not expect to. be recalled within thirteen weeks are supposed to
register, and the offices we visited did not appear to enforce registration
requirements in keeping with policy. One office excused initial claimants
from referral to the eﬁployment service if they haolggz_prospect for
recall; the other office referred unattached claimants only.ggggg thirteen
weeks of unemployment.’ Moreover, the state has no requirement for active
work search. Claimants can thus satisfy availability requirements by
expressing only a passivevinterest in their willingness to work, rather

than demonstrating that they are actively engaged in work search.
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Questions posed on weekly claim cards allow claimants to interpret their
behavior rather than to state simple facts (e.g., “Did you refuse work

without good cause?”). Finally, State 5 insists that information about job

refusals come from the employer or employment service; the agency will not
note any refusals reported voluntarily by claimants, nor will it initiate a
determination based on such a report. Given the very low likelihood that
the employment service will refer claimants to employers, failure to act
upon claimants' reports severely reduces any chances the agency has of
detecting those refusals that do occur.

In light of these general expectations about low determination
rates, some explanation is clearly neceSsary for the anomalously high
incidence of determinations for able/available issues in State 5. One
possible explanation lies in the state's approach fbf>scheduling“personalﬁ
appearances for claims‘filing and ERP intérviews: éppearances are scheduled
for a particular day and hour, failure to appear at the right hour is noted
on the claims file, and upon the third such occurrence a determination is
initiated to determine whether the élaimant is available for work. Relying
heavily on personal claims filing would raise the incidence gf such
determinations, and, indeed, heavy g?rsonal filing was reported in the urban
office we visited. We suspect that claimants may have difficulty complying
with this tightly scheduled approach for personal reporting, even when their
difficulty does not necessarily reflect their unavailability.fdf work. This
interpretation is borme out by the low rate at which determinations for
able/available issues lead to deniais. Thus, although State 5 may have
little chance of detecting inadequate claimant responses to job or referral
offers, frequent occasions may occur when a failure to comply with reporting

procedures leads to counted determinations.
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When detection procedures are weak, we expect only the cleafest
issues to reach determination and, hence, a high percéntage of
determinations to lead to denials. This is true for misconduct and refusal
issues in State 5. For quit and able/available issues, however, the state
ranks very low. With respect to quit issues, we attribute the low rate to.
a fairly liberal definition of personal reasons as good cause for
quitting. With respect to able/available issues, State 5 also seems
relatively liberal in that it allows claimants somewhat greater latitude in
restricting the scopé of their job search and availability than do other
states. Claimants are allowed to limit the hours and shifts they will
work, and there is no recognized rule of thumb in local offices about how
quickly and to what extent claimants should adjust their job expectatioms
as time goes by. Thus, the standards by which issues are to be judged when
determinations arise do not provide a particularly strong basis for
denials.

The low rate at which determinations on able/available issues. lead
to denials is probably caused most directly by the high rate at which
determinations are made and the frequency with which they ar;se from
procedural rather than substantive situations. The rate may also be held
down by the relatively moderate standard for availability set by the state,
which reéuires the claimant to be available for work for the majority of
the week. Since two days of unavailab;lity do not justify a denial, it is
probably rare that determinations prompted by claimants reporting at the

wrong time lead to denial.
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6. State 6

. The denial-rate pattern of State 6 resembles the patterns of State
4 and 5. Overall, denial rates are low——in the fifth quintile for quit,
misconduct, and able/available issues, and in the bottom of the third
quintile for refusal issues. These denial rates reflect the pattern of
determination rates, which are also in the fifth quinﬁile for the first two
areas, in the bottom of the fourth quintile for able/available, and in the
" bottom of the third quintile for refusals. Like State 5, this state also
~ ranks quite high-in the rate at which misconduct-related determinations
lead to denials (in the first quintile). The rate of denials compared‘witﬂ
determinations is moderate (in the third quintile) for quit and refusal
issues, and very low for able/available issues.

For both separation and nonseparation issues, we identified certain
procedures which probably coniribute to the relatively low rates at whiéh
determination issues are raised. At intake, the procedures in State 6 do
not take advantage of information as fully or actively as do procedures in
other states, particularly in States 1 and 2. For example, claims
interviewers are explicitly nét to note separation issues that might be
suggested by claimants' answers to intake-form qgestions; they are to note
issues that-pertain oﬁly to the claiﬁshts' ability to and availability for
work. A ;eparation-issue de:ermiﬁation'arises(dnly when an employer
protests. Moreover, procedures are not the most favorable fo: obtaining
employer information :hatléould‘lead to a determination. The form that
might elicit an employer‘protestris;somewha: ambiguous, asking simply
whether any reason exists.to question the claimant's eligibility, rather

than asking for the reason for separation. The form sent to employers
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demands a detailed written explanation of circumstances in order to support
a protest, The burden placed on employers to lodge a protest is clearly
greater in this state than in States 1 or 2.

Before conducting a formal determination, claims examiners in State
6 often want to confirm the existence of a reasonable cause for denial, by
clarifying informaﬁi&n provided'by employers before scheduling a
de:erﬁination hearing. The necessity for such clarification arises most
frequently for misconduct issues, for which the determination rate in Sﬁate
6 fanks lowest. State 6'responded:s noted that, although there is no
inténéion to discourage emplo&ers from c&ﬁtinuing with a protest, a
significaht'number of such clarification discussions between the examiner
and the.employer'le;d simply to dropping the issue. Thié'clargficﬁtion '
préceés thus ébn:ributes to the low determination rate for separation
issues.

Nonseparation issues seéﬁ relatively unlikely to arise in State 6
betadée 6f the minimal wofk-search requirements and the lack of resources
for ERP interviews; at least during our site visits, State 6 has no
blanket work-search requiremén; which affects all unattached claimants, as
do States 1 through 4. Registratioh with the employment service fulfills
the iegél requirementé for laborémafket exposure, If claims staff question
the strehgth of a claimant's connection to the labor market, they'can
require claimants td file personally and to doéﬁment active work-search
effofﬁé;'howeQéf; féwér than lhpercent of all claimants are in fact
required to do so. For all other claimants, no regular report of employer

contacts is required.
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In addition, the thoroughness of ERP interviews in State 6 was
severely undermined by staffing cuts. Consequentlf, ERP interviews in omne
office were being held every eight weeks as scheduled only for claimants
classified as open to a particular question about their availability and
labor-market attachment--namely, those in high-demand occupation§ or those
unemployed for a long time. For other claimants, ERP interviews had
slipped to intervals of twelve or more weeks. 1In the other office,
staffing problems cut back the ffeqﬁency'of ERP interviews, such that none
had been conducted for a period of over five months prior to our visic.

Despite these problems, which could be expected to keep non-
separation issues to a low level, it is worth noting that the rate for
refusal-related determinations in State 6 is higher than for other issues,
as is the rate at which these lead to denials. One possible explanation is
that, more than the other states we examined, State 6 attempts to use the
employment service to place Ul élaimants. At the time we visited, the
agency had set a target that called for 19 percent of employment service
referrals to be allotted to claimants. This policy may lead to more
referrals for UI claimants than is true elsewhere and, consequently, to
more situations in which. the claimant's response to the referral is open to
challenge. The policies in State 6 seem to suggest that claimants who are
eager for work will conduct work-search activities independently, and that
little purpose 1s served by forcing all claimants to provide a routine list
of employer contacts. On the other hand, the agency accepts a greater
responsibilit& for using its own resources to direct claimants toward job
opportunities than do the other states we visited, and, hence, expose more

claimants to situations in which they could refuse jobs.
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C. GENERAL CONCLUSIONS ABOUT THE NONMONETARY DETERMINATION PROCESS
Despite the cautions expressed earlier about the difficulties in
drawing clear and definite inferences from our observations of a limited
number of states and based on relatively qualitative data collection
methods, it is important to provide some assessment of what we have learned
from the regression and process analyses. Our general conclusions are
presented here with the full recognition that they can serve only as
guidelines for new policy and managemént initiatives, not as prescriptions
for success. The discussion below deals with five topiés: (1) the
impdftance'of issue detection relative to fact-findiné'and adjudication;
(2) factors that appear to affect success in detecting potential
eligibility issues; (3) the significance of the seVerity of penalties

imposed for denials; (4) the importance of clear policies and procedures;

and (5) the organization of the fact-fihding and a&judication process.

o

l. "Finding Issues” vs. "Deciding Issues”

State denial rates may vary to some extent because of differences
in the behavior of potential claimants. Population characteristics and the
public's perception about the Ul program may lead to differences in the
rates at which unemployed individuals file for benefits, or the rates at
which individuals take actions leading ﬁo their unemployment. However, it
appears to us that much of ;he variation in denial rates among the six
states we examined can be attributed to differences in how well the states
are able to deny benefits to individuals who have claimed benefits but who
do not conform to program_requirements,,‘This denial process consists of
three stages: (1) the definition of policy which states eligibility

requirements; (2) the policies{and procedures which detect potential

115




eligibility issues pertaining to individual claimants; and (3) the process
of fact-finding and decision-making on identified issues.

Given a stated set of eligibility requirements, we quite strongly
conclude that 2 state's ability to deny benefits to the ineligible

population will depend on the effectiveness with which it detects

determination issues, rathef‘than on the consistéhcz ﬁith which 1its
determinatiohs lead to denials. States with higﬁ &éférmination rates also
have high denial rates; moreover, even when a state denies benefits in a
jvefy high percentige of détérminations, the net denial rate will be low if
the determination rate is also‘low.

Determination rates dominate net denial rates in part bec;use they
vary more widely than doeé the rate of denial as a perééntage of
- determinations. In Table V.l, the standard deviations divided by the mean
are presented fér the six saﬁple staﬁeé and for éll‘fifty-one state
'jufisdictions. This useful measure of variability is consistently higher
for éﬁe ;ate of decefminafions than for deﬁials as a peréentage of
determinations. The data on which this table ié based‘provide clear
examples of this difference. 1In thg six-state sample we find that
determination rates for voluntary separations ranged from about 21
determinationé per 1,000 contacts to over lbb,vwhereas denials as a
percentage of determinations for the s;me’issué ranged only between about
73 percent and 94 percent.

Deteimination ratés vary more ﬁhan the rates at which
determinations lead to aenials'for several reasons. The process of fact-
finding and adjudication is more administratively confined than the process

of identifying determination issues. Fact-finding and adjudication are
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TABLE V.1

VARIABILITY OF RATES OF DETERMINATION AND DENIALS/DETERMINATIONS
(Standard deviations/mean)

Six-State S_ample 51 State Jurisdictions
Determination Denlals as Percent Determination = Denlals as Percent
Eligibility lssue Rate of Determinations Rate of Determinations
Separation Issues .71 A7 ¢ .56 20

Nonseparation Issues .79 N Sk . .65 .30
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conducted by a smaller set of staff, whose actions andvdecisionsrcan be
acrutinized and reviewed more closely than is true for the broader set of
claims takere and clerical staff whose functions contribute to issue
detection.’ The adjudication process is constrained by legislative and
judicial due procese”and :imelineas standards, and is therefore difficult
tc modify by management decision. Moreover, the adjudication process
within a particular state'has its basic ground-rules in state policy, nhich
may be more on less explicit But is relatively stable. The frequency with
which issues are de:ected however, is affected not only by eligibility
policy, but also by a wide range of administrative guidelines and
procedures that may vary from office to office in their application, and
that may be adheted to closely or loosely depending upon available staff
resources, ﬁﬁé piessnre cf‘claimant'traffic, and the level of agency
management control. -Consequently, the. rates of issue detection we observed
vary much more than the ability\ef states to deny benefits for identified
issues.

By implication, there is considerably more room for policy and .
management initiatives to improve the detection of determination issues
- than there is to improve the adjudication process itself. 1In fact, using
the rate at which determinations lead to denials as a performance measure
would serve little purpose. Based on our examination of these six states,
it appears that where denials as a percentage of determinations are
unusually high, the high rate most likely reflects deficiencies in issue
detection rather than a‘particularly effective adjudication process.

Casting the “detection net" more broadly to expand the catch of

issues for determination appears to be associated with less "efficient”
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detection, in that a higher percentage of issues will be resolved by
awarding benefits. However, the aim of the overall determination process
is not to deny benefi:s efficiently; it is to ensure that a high percentage
of ineligibles are denied, and that the procedures followed convey to
claimants the agency's seriousness about enforcing eligibility standards.
Increasing denials by & pfocess which examines more caseé, considers them -
equitably, and ends up den&ing benefits for a lower percentage of
determinatioﬁs is consistent with -those goals.

Achieving a higher rate of deterpinations, however, has cost
implications. Increased staff resources may be necessary to achieve the
higher rate of detection, ana increased resources are very likely to be
necéssary to procéss more cases through adjudication. Once a state's MPU
for nonmonetary determinationsbis set, increasing the number of
determinations performed will lead to increased fé&eral reimbursement for
administrative costs. If,vhowevér, detecting additional (and possibly more
complex) issues requires a gfeater average labor effort than do issues
currently found, the increase in federal reimbursement may not.adequately
co§;r thé'extra state cost. In the lbnger term, investing administrative
resources in a tighter detectioﬁ effort and mo;e determinations may raise a
state's MPU and thus increase the rate at which the state's determinationms
are reimbﬁrsed. The i;xcrease in federal reimbﬁrsement » however, may not
match the-increase in the resources dévoted to tighter detection by the
state, since ﬁhere is ﬁo assurance that state requests based on the MPU
will be accepted as submitted in the funding decision process. In both the
short and long terms, théfefore, resource constraints must be kept in mind

if an effort is to be made to increase the rate of determinations.
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Raising determination rates within resource constraints requires
assessing the effectiveness of current detection methods and considering
alternative uses of staff. Among the six states we examined, for example,
considerable variation exists in the relative importance attached to the
routine reporting and review of employer contacts as a method for
identifying work-search deficiencies and availability issues, as opposed to
a more tailored s;:utiﬁ?hg?fﬁoéﬂaéil individga;s;éréf&émbhétrating the type
of work-search effort'reasonablyASGftéﬁ':o their employment history and
_prospects. These represent two very different uses of resources for
detecting issues. We will return to this issue of reporting and review inm

the next section.

2. Factors Affecting Determination Rates -

Our examination of the six sample states uncovered differences in
the methods by which the Ul agencies detect eligibility issues for
determination, This section provides a summary of which approaches appear
more effective than others.

Before pointing out state detection procedures that seem effective;
.it is appropriate to acknowledge that determination rates are not a perfect
measure of the ability of an agency to identify issues. Some states, such
as States 5 and 6 in our sample, perform some type of informal
investigation upon detecting a potential issue in at least some cases, and,
hence, drop some issues before they reach the point at wWhich they are
counted as a determination. Some state procedures tend to create issues
that revolve around the'aﬁility of the claimants to comply with reporting
procedures that only rarel} warrant benefit denials. For example, the high

rate of able/available determinations in State 5 seems to be caused by
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reporting practices rather than by the detection of substantive issues.
Thus, determination rates may understate or overstate an agency's ability
to find substantive questions about a claimant's eligibility.

Procedures that lower determination rates by resolving some issues
through informal inquiry prior to determination could be viewed as an
effective management tool because they hold down the burdens and costs
imposed on the determination process. However, if dropping issues prior to
determination is indicative of a general tendency to avoid recognizing
issues and bringing them to determination, and if it reflects inadequate
management attention to the iméortance of finding issues, it instead

becomes part of a larger problem to be addressed. The states we observed

-~ which did undertake some type of screening, even though it may not

explicitly be recognized as such, generally follow less active and
persistent procedures for detecting issues. States 5 and 6 have relatively
weak procedures for obtaining embloyer input on separatioﬁ issues, and take
relatively little initiative themselves in identifying issues. They also
do not impose an effective work-search requirement on most claimants,
eliminating one potentially important way to test claimants' ongoing
availability for work. Thus, even though the éetermination rate is not a
perfect measure of issue detection, it must be viewed as an important
indicator.

For detecting separation issues, we would emphasize two important
practices that seemed to ;ontribute to high determination rates in our
sample of six states. The first recommended practice is to initiate the

determination process baééd on information from claimants, employers, or

the agency itself, rather than restricting acceptable sources for
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identifying particular issues. State 6, for instance, insists that
separation determinations be initiated by employer proﬁests, and will not
initiate a determination on the basis of claimants' statements at intake.
State 5 does not recognize ongoing claimants' reports of job refusals. It
relies entirely on notification either by the employment service that thé
claimant refused a job to which he/she was referred or by employefs at
their own initiative that claimants refused jobs offered to them as a
result of their own search activity. We frequently heard respondents from
other states say that most issues arise from information presented by
claimants. Aléhough ignoring the statements of claimants which would
indicate an issue might not guarantee that the issue will not be raised by
another party, it seems likely that at least some issues will go undetected
as a result,

Initiating a determination regardless of ihe source of information
seems particularly impoftant because of the possibility that some issues
may be important to :h; agency but less important to the employer. For
instance, employers paying a maximum tax rate may conclude that the burden
of protesting a claim, documenting it fully,-and participating in an
adjudication hearing is unwarranted, since the individual case will have no
direct effect on their tax burden. From the agency perspective, however,
such an issue,shouid be pursued, since each unmerited award of benefits
éontributesrto program costs, and in the longer rﬁn places upward pressure
on employers' taxes. The agency's concern for the integrity of the program
is equivalent to a longer-run and broasder—-perspective view of employers'

interests.
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A second guideline for effectively detecting separation issues, and
which clearly pertains to the first guideline, is to insist upon obtaining
simple factual information from employers about separatién reasons. Two
practices we observed deviate from this principle. Oﬁe was the failure to
ensure that employers' responses about separation reasons are received
before initial claims are processed. In states where forms are semnt to
employers and no follow-up is performed if the response has not arrived
before the first weekly claim, it -appears that the égency implicitly
assumes that the purpose of the fbrm is to allow the employer an
opportunity to protest., Where persistent follow-up is undertaken to obtain
an employer's response, procedures in effect récognize the prineciple that
it is the agency and not the employer which bears responsibility for
protecting the integrity of théreligibility process. When employers'
responses are optional, real issues are likely to go undetected to some
extent. The second practice that departed from the guidelines pertained to
asking employers whether they have any reason to question a claimant's
eligibility, rather than simply asking for a factual statement about the
circumstances surrounding separation circumstances. The forger approach
allows employers to decide whether an issue sh;uld be pursued; the latter
emphasizes the agency's role in makiﬁg that judgment.

betermination rates for nonseparation issues seem to pertain to
three general factors that vary from state to state: (1) the coverage of
work-search requirements.and the methods used to monitor compliance; (2)
the purposefulness and frequency with which claiménts are questioned about
ongoing eligibility issues; #nd (3) the consistency with which ongoing

claims are reviewed.
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It seems clear that a formal requirement which stipulates that
claimants engage in their own active work search is a necessary toundation
for effectively>assessing their exposure to the labor market as a measure
of their availability for work. Without such a requirement, the UI agency
has no basis for questioning any claimant's availability for work based on
a lack of search effort, and it has no basis for implementing procedures to
monitor work-search activity. Ironically, State 5, the only one in our
sample with no‘io;nei work-search requirement at all, ranked very high in
the frequency of able/available determinations, but the overall denial rate
for those issues was so'loértnetJne.conciuded that procedural'rather than -
substantive issuestptoduced the high rate. |

VA fornai wotk;search requirement is necessaty but not sufficient to
ensnre thet availabiiity and refusal issues be identified. The procedural
definitions of evidence required to document adequate work search also seem
to affect the determination rate. Two major options seem available: (1)
to require a minimum number of weekly contacts with employers and to report
them on claim cards; and (2) to prescribe the the types of search efforts
that are expected'of claimants in thedir particular occupations, and to
periodically review how well they are measuring up to such standards. Our
process analysis indicates that eitﬁet‘approsch can be effective, but only
to the extent that it is taken seriously. Without serious review of and
consistent response co insufficient employer contacts, routine weekly
repotting of contacts is open to serious abuse and may serve little
detection purpose. In Scate 4, fot example, employer contacts are

regularly reported, but only the most apparent fabrications of employer

names prompt determinations, and the frequency of determinations on
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availability issues is at the bottom of the state ranking. Under the more
flexible approaéh; in which claimants are clearly required to conducﬁ
independent work search but to report their activities only at fairly long
inter;als during ERPs, some possibility exists that less eager claimants
will not feel compelled to look for work. In State 1, which uses this
approach, it appears that sufficient resources are devoted to assessing the
adequacy of indiyidual search effprts, because the frequency of
availability detérmiﬁgéiéﬁs:;énksfhigh in the second quintile. Either
method can work if carried out thoroughly. o

Determination rates apﬂ,.conseqﬁently;fdeniél_rates also seem to
depend on the purposefulness and frequency with which claimants' ongoing
eligibility is questioned. Two particular aspects of ongoing eligibility
review are important: the manner in which questions are posed to claimants
on weekly or biweekly claim cards, and the frequency and substance of ERP
interviews, Questions on claim Eards should request simple factual
statements from claimants, rather than allow them to judge whether ﬁheir
behavior is within eligibility norms and incorporate that judgment in their
answers. For example, State 5, which asks claimants whether'they refused a
job without good cause, ranks in the fifth quiétile for refusal-related
determinations. This claim-card queéfion‘probably does not account
entirely for that low rate, but does probably contribute to it. Claim—card
questions can usefully tefléct an overall approach for identifying possible
eligibility issues rather‘than clear ones. State 1, for example, asks
claimants whether they were available for work during the entire week, even
though one day of unavailébility is acceptable. Asking the claimant

whether he/she was available "every day but one” would indicate that
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availabi;ity is not an absolute standard, and would perhaps encourage some
claimants to shrink their periods ofvunavailabilityvdoﬁn to the apparently
required size when completing their claims reports. State 1 ranks in the
first quintile for able/available determinations.

For most claimants in the states we examined, the eligibility
review process interview is the only time after the initial claim has been
" filed that the agency has personal contact with the claimant under routine
procedures. The information uncovered in these interviews can raise
issues, as can me;ely scheduling them and observing claimants' ability to
appear at the requested time. The states we examined varied widely in the
frequency with which they plan to énd are able t; schedule ERPs—from state
2, which holds them every four to seven weeks with uhattached claimants, to
State 5, which in practice conducted ERP interviews only every thirteen
weeks on average. States that schedule ﬁore frequent ERP interviews tend
to have higher determination ra:és for nonseparation issues.

The rigor and cbnsistency with which ongoing claimsAreports are
reviewed by UI staff also vary considerably from state to state, aﬁd are
probably an important factor in the ability of states to detect ongoing
eligibility issues. In some states, such as in State 2, it appears that
the "wrong"” answer to a claim-card question automatically prompts a
determiﬁation, and action is taken on an insufficient number of employer
contacts according to clear procedures for warning"tﬁe claimant on the
first occurrence and initiating a determination on the second. In others,
such as in States 3 and14, adherence to policy is spotty. In State 3,
neither office we visited enforced ‘employer-contact requirements according

to state policy; in State 4, review of employer contacts was described as
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cursory. State 2 ranks in the middle of the fourth quintile for all non-
separation determinations, considerably above States 3 and 4, which rank,

respectively, in the middle and bottom of the fifth quintile.

3. Importance of Denial Penalties

. The severity of penalties imposed on denied claimants can
potentially affect the integrity of the eligibilityVdetermination process
and program finénggs in ﬁéé‘ﬁé;;:w First,'more severe penalties can affect
the'behavior’of claimants and ﬁoéé;;ial c}aimants.‘>They may deter
individuals from such actions as quitting a job or refusing a job. Knowing
that benefits will be denied for the duration of unempioyment is probably a ’
stronger deterrent than knowing that benefits will be received after a

~ fixed number of weeks of denial. More severe penalties may also be more
likely to discourage individuals from applying when they suspect that their
actions will render them ineligible, since denial effectively precludes the
receipt of benefits. Both these effects were incorporated in our
hypothesis about the effects of disqualification for the duration of
unemployment on denial rates for voluntary separation, misconduct, and
refusal. The more that individuals are deterred from such actions or
discouraged from filing, the lower the denial rates are expected to be, and
the regression analysié seems to support that hypothesis.

The second way in which the severity of penalties can.affect the Ul
program is by influencing administrative behavior in the determination
process. For purposes of fotmulating hypotheses for the regression
analysis reported in Chap;er II, we explicitly assumed that the severity of

denial penalties does not affect the likelihood of denial once a

determination is initiated. All of the six states in our process analysis
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sample impose disqualification for the duration of unemployment for,quit,
misconduct, and refusal denials; thus, there is not much vériation with
which to test the possibility of such an effect. State 3, however, lends
some support to the idea that the severity of the penalty can affect the
likelihood of denial, without necessarily any clear policy directive. Thé
two—-level dgfinitions of voluntary quit and misconduct in Stﬁte 3 seem to
give claims staff the optioh of imposing milder peﬁalties based on less
imposing evidence against the claimant. In effect, it becomes easier to
justify denial and perhaps easier to deny benefits because thé effects on
the claimant are less severe.

" Although penalties that deny benefits for a certain nuﬁbe: of weeks
may lead to more denial decisions than would disqualification for the
duration of unemployment, the amount of new employment required to
requalify after a disqualification is probably too subtle a variation to
affect either claimant behavior or adjudicators' decisions. In our six-
state sample, requalification requirements ranged from five to ten weeks of
new emplo&ment earnings; two states also required four or five weeks of
elapsed time in new employment. We could not discern any indication that
tougher requalification requirements had any effect on either the tendency
of claimants to apply for benefits 3% the tendeﬁcy of staff to deny them.

vAl:hough';ggi severe penalties may lead to more denials, we do not
recommend milder penali;ies as sound policy, and particularly not as part
of a two—level definition of violating eligibility rules. On the one hand,
it appears to us that defining wwo degrees of violations may mean that
issues which warrant deﬁial under the more demanding standard may be

inadequately pursued. On the other hand, this arrangement may mean that

128




both the claimants and the agency will exhibit a tendency to accept benefit
denials under the looser standard without thoroughly devgloping the
arguments that would support the award of benefits and no penalty.
Furthermore, less severe penalties, even if they lead to increased
denial rates, may not restrain overall program costs more effectively. The
regression results and some of our process—analysis observations suggest
that more severe penalties may be associlated with lower denial rates
because they deter ineligibles from applying for benefits, and possibly
deter behavior whic; leads.to unemployment. UI benefits can be held down

by this deterrent effect without the administrative cost of processing

applications, perhaps to the same extent as increased denial rates.

4. Clear Policies and Standards

The states we visited varied dramatically in the extent to which
they made UI policies and‘procedures available in a clear, organized form
or even consisteﬁfly recognized in more informal ways. At one end of the
spectrum, States ]l and 2 have very detailed regulations that provide clear
guidance on the requirements imposed on claimants and how eligibility
requirements are to be interpreted and applied to a wide variety of
claimant circumstances. In sharp coatrast are states such as State 3, in
which regulations dérﬁot provide definitions of nonmonetary eligibility
requirements or interpretive guidance, and we could find no currently
gaintained, comprehensive set of procedures to fill this gap. Not
surprisingly, we found that in states that had more comprehensive and
detailed written policy and procedures, the staff's understanding of state

policy was more accurate and more consistent.
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Detailed and specific poiicies tend to restrict the amount of
‘discretion that can be exercised by claims staff in considerihg éach'
claimant's case. To the extent ﬁhat the clarity'of defined policy is
effectively communicated to line staff, its effect should be to increase
the consistency with which similar cases are treated in the determination
process, which is a desirable end. One legitimate concerm, of course, is
_that very detailed, specific regulations.may make it impossible for
determination decisions to respond to the subtle differences in individual
claiman:s"situa;ions which might not be differentiated in program rules.
This problem was in fact described by some agency respondents in State 2.
Although claims staff recognized that many claimants, particularly in rural
areas, had few employment options open to them and few target employers to
contact, they maintained that their specifi: regulations forced them to
enforce work-search requirements rigorously.

Detailed and specific prbgram guidelines, however, need not force
claims staff into unreasonable enforcement activities, and probably provide
greater protection for claimants than do nebulous and unwritten rules. For
instance, the .rules in State 2 could describe circumstances in which new
employer contacts every week do not constituée a reasonable expectation.
Even if proceduresvréquire claimanfS’to report a specified number of
employe; contacts per week, state policy could also allow adjudicators to
consider the occupations of individuals and their specific job markets in
performing determinatioﬁs prompted by insufficient reported contacts. Not
having clear written ru;es, in cont:as;,wmakgs it more difficult for
adjudicators to justify their decisions, and more difficult for claimants

to understand the standards they must meet and to prepare arguments in
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their defense. Agency adjudicators then apply unwritten standards thch
may be quite differently understood and interpreted by different
adjudicators, and leave claimants with no reasonable basis‘for preaicting
. the :elatioﬁship between their behavior and the adjudication outcome. In
such circumstances, high-standards of due process may be difficult to

achieve.

5.- Organization of Fact-Finding and Adjudication

-

Three variable factors were observed in the manner in which the
sample states conduc;ffactefinding and _adjudication. First, states Qaried
in the extent to whicﬁ tﬁéy insisted on conducting éllbfact-finding’within )
the context of a recognized determiﬁation”process, as opposed to aliowing
some inforﬁal fact-finding and issueyresolution‘before the procéss was
considered a determination. Second, some #ariation existed in the extent
to which states relied ;n in-person interviews wiFh the claimant and (where
relevaﬁt) the employer present, as oppo;ed tO‘télephone faét-finding and
separate contacts with the employer and claimant. Finally, in one state,
fact-finding was performed by one staff person in the local office, and the
detérmigation‘decision wa; formulafed and written up by a different person
in the state office. 1In all other states in our sample, fact-finding and
adjﬁdicationfwefe performed by the same person in the local office. OQur
examination of the six states leadslus to three general conclusions about'
the effécts,of these variations.

The first conclusion, already expressed in other céntexts earlier,
is that a broad view should be taken of the types of information that
justify inquiry and some“form of determination. Identifying more issues,

rather than trying to identify only those issues that stand a good chance
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~of leading to denial, seems more likely to lead to the effective denial of
a high percentage of truly ineligible cases. However, casting ﬁﬁe broad
net for potential issues certainly ;ngreases the workload imposed on staff
who conduct fact-finding and determinationms.

Thus, the second conclusion is that agencies must obviously deal>in
some way with the workload burdens impose§rby high frequencies in the
determigation{procgss. We can dist;nguish between two approaches that we
observed. Some states, by conducting some informal clarification and fact-
finding before the formal de:ermination process,rarg?ablg to eliminate some
issues before reaching the point at which a formal written decision and
notification are necessary.. This approach reduces the workload to some
extent by avoiding part of the work required in a formal determination.

The second apptbach is simply to improve the efficiency of the
determinatibn process. For example, State 2, with detailed regulations and
a computer system capable of generating notifications (inéiuding standard
>cext selected by adjudicators), maintains a‘pfoduction rate estimated at
over 100 detgrmihatibné ﬁer:ﬁeek by each adjudicator when work volume
demands it. 1In contrast, State 6, with a completely manual system, sets a
production target of one-quarter of the maxi;um production rate of State 2,
and apparently has difficulty meetiﬁg that target.1 Té be sure, the
tehdenc§ in State 2 to perform determinations whenever any issue is raised

probably creates a determination workload which includes more

Study MPUs in these two states reflect these productivity
differences. For FY 1983, State 6 had a study MPU of over 115 minutes on
intrastate separation issue determinations, as compared with less than 48
minutes for State 2. MPUs for nonseparation issues were almost 75 minutes
for State 6 and just under 35 minutes for State 2.
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straightforward and quickly resolvable issues than would be true in State
6, in which some obvious issues are eliminated before-reaching the
- determination process; This difference, however, does not seem likely to
account for the substantial differences in'overailrproductivity. As we
observed earlier, issue.screening seems very often associated with other
practices that may prevent valid issues from’being identified. Thus,
improving the efficiency of the determination process seems to Tepresent a
sounder course for dealing with resource problems than would efforts to
avoid the formalities of the determination procedure.
B Finally, our observations in the six states underscore the
importance of maximizing the information available to the adjudicator
responsible for making determination decisions. This is important for the -
sake of rendering informed decisions that promote confidence in the
thoroughness and equitability of the determination process, and to avoid
frequent recourse to the appeals process. Two states that we examined
pointed out“this issue particularly clearly. State 4, which conducts most
determinations centrally, ranks very high both in the frequency of appeals
and in the frequencf with.whichvdetermination decisions are overturned in
appeals. Although central adjudication was initiaily adopted to reduce the
costs of determination, it is possible that the same decision has caused an
increase inxthe cost of the appeals process, which in 1982 had to be
undertaken for almost one of everyufour:determination decisions. In State
2, although determinations are performed locally,'for some reason employers
tend not to participate in determination hearings, even. when they may have

raised the determination issue. Respondents reported that employers

participate in fewer than 25 percent of determination fact-finding
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interviews to which they are invited. However, the apparent result is that
determination decisions are more likely to be challengéd b& empioyers, who
in State 2 initiated appeals in 1982 on ;bout 6 percent of all
determinations, a rate exceeded in only one or two other states. Moreover,
these appeals were unusually successful, resulting in a reversal about 38
percent of the time, a success rate which ranks among the three highest in
the couﬁtry. | N

There is obviously soméAtension betwegn‘thevgoals of conducting
determinations effieciently And maximizing the information th#t is de§eloped
‘thfough fact-finding. InsiSting‘thaﬁ employefs an& claiﬁanté“Be preéént
for all fact-finding interviews in wﬁich both are relevant is not only
infeasible but would also substantially increase the costs of the process,
and in many cases unnecessarily. Some stateévconduct fact-finding hearings
by telephone or perform separate conﬁacts to gather information from the
parties involved. No extreme solutions are suggested. Howéver, two
cdncludiﬁg suggescions‘#re offered. Fifét, determination decision-making
by staff wh§ are not involved in fact-finéiﬁg,'uéing primarily writtén
summaries df,facts and without'personai contact withrthe parties, may be
couﬁ:erproductive. Second, statesﬂshould encourage relevant parties to
participate in a determinafiéﬁ whenever 1ﬁ #ppears that their interests are
at staké, and that'therevis some chancé that they have further information

or rebuttals to offer.

134




