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SUMMARY OF PRINCIPAL FINDINGS

When unemployment is determined to be caused by a worker voluntarily
quitting a job without good cause, being discharged for misconduct, or
refusing a suitable work offer, that worker is usually disqualified from
the receipt of unemployment insurance (UI) benefits. Once the worker is
disqualified, benefits are canceled, reduced, or postponed for a pro-
scribed number of weeks or for the length of the spell of unemployment.
Because each state determines the criteria for benefit eligibility and
the penalty that will accompany a disqyalifying act, disqualification

provisions vary across the states.

In this report Qe examine the impact on benefit claimants of the
disqualification provisions of five states: ‘Arizona, Georgia, Kansas,
Louisiana, and New York. We used random saﬁples of UI claimants who
were never disqualified and received benefit payments (the beneficiaries)
and those who were disqualified during a given spell of unemployment (the
disqualified) to determine: (1) other demographic and economic char#c-
teristics, (2) the effects of diséualification on the duration of unemploy-
ment, and (3) the effects of disqualification on the postunemployment
labor market exper1ences of the worker. The data for the analysis came
from the computerized uI records of the individuals in the sample and from
a mail questionnaire sent to each of them. A total of 14,473 individuals
were surveyed, of which 6,224 wefé useable observations. Several tests
of hypothesis of no difference between the beneficiaries and the disqual-
ifiéd were performed. These tests were the basis for the findings about
the demographic and economic characteristics of the respondents. Multi-
variate regression analysis was performed to test hypotheses about the
effects of being diéqualified. .These analyses were the basis for the
findings about the impacts of the disqualification on the duration of un-

- employment and the postunemployment labor market experiences;
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Impact of Disqualification by Characteristics of the Respondents

Those UI claimants who are economically disadvantaged, nonwhite, un-
married, young, female, and better educated are more likely to be disqual-
ified than claimants who are more affluent, white, married, older, male,
or less educated. In addition, unemployed disqualified claimants spend
more time searching for jobs than do unemployed beneficiaries (see Table
S-1)., In almost every state there were€ significant differences between
the demographic characteristics of beneficiaries and the disqualified.

For example, beneficiaries have an average age of about 36 years while
the disqualified have an average age of about 30 years. The average
ages of the beneficiaries and the disqualified are statistically differ-

ent in each of the five states.

The disqualified have considerably lower waée rates than do the bene-
ficiaries in every state. For example beneficiaries in Arizona had an
average wage rate of $5. 60 while the disqualified had an average wage rate
of $3.92. Similar differences occurred in Georgia ($4.00 versus $3.37),
Kansas ($4.64 versus $3.81), Louisiana ($5.60 versus $3,67), and New York
($5.40 versus $4.08). The disqualified earnedzan average of about $1,500
less during the base period than did the beneficiaries. These results
suggest very strongly that being disqualified is not wholly a random event.
Rather, dlsqua11fication occurs more frequently among the minorities, dis-

advantaged, females, and young.

Ampact of Disqualifications on the Duration of Unemployment

Statistically significant differences occurred between the length of
the duration of the uneﬁployment spell of the beneficiaries and the dis-
qualified, and persisted even after controlling for demographic and eco-
nomic characteristics. These differences were measured in three areas:
(1) the type of disqualifying act; (2) the amount of the weekly benefit;
and (3) the type of disqualification penalty.

xiv
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DIFFERENCES BETWEEN THE BENEFICIARIES AND THE DISQUALIFIED
BY DEMOGRAPHIC AND ECONOMIC CHARACTERISTICS

. Arizona Georgia Kansas = __Louisiana = _New York
Benf Dsq Benf - Dsq " Benf Dsq Benf Dsq Benf Dsq
Demographic Characteristics
: : * * * * *
Age (years) 36.9 31.6 35.5 30.3 35.5 29.6 35.6 30.1 39.2 32.5
* * *
White (%) 84.2 73.7 71.9 61.7 88.8 84,2 68.4 56.7 75.1 78.5
: *
. Male (%) . 68.8 60.1 56.6 56.4 61.7 58.4 77.8 65.9% 57.6 55.3
*
Completed high school (%) 73.1 77.8 59.1 61.8 73.1 77.0 61.9 62.3 70.6 77.7*
*x * * *
Married (%) . . -72.3 58.0 63.8 54.4 65.5 58.2 70.3 54.4 62.1 48.9*
. %*
Time spent searching (hours) 15.7 18.2 14.6 16.3 13.2 14.7 12.7 16.0* 12.3 14.4
Economic Charicferistics
Preunemployment wage * * * % x
rates ($) _ 5.60 3.92 4,00 3.37 4.64 3,81 5.68 3.67 5.40 4.08
A : : R * *
Base period earnings ($) 7732 . 6241 6824 5400 7170 5942 8698 5806 7969 6047"
* . * *
Weekly benefit amount ($) 70.91 66.29 69.80 64.85 77.60 73.12 93.52 75.40 79.81 68.22*

* ' ‘
Disqualified group is significantly different from the beneficiary group at the .10 level.
Note: Benf = beneficiaries; Dsq = disqualified
Source: Tables 10, 11, 13-19 in text.




Impact of the Type of Disqualifying Act

Disqualified workers had different lengths of unemployment depending
on whether they quit a job, were discharged, or refused a suitable work
offer. Workers who quit generally returned to work sooner than comparable
workers who were laid off and became beneficiaries. Workers who were dis-
charged for misconduct returned to work sooner in Louisiana and New York
but remained unemployed longer‘in Arizona, Georgia, and Kansas. Claimants
who refused a suitable work offer tended to remain unemployed longer than
comparable claimants who were not disqualified, as is evident in Table
§-2. This table shows, for example, that claimants in Louisiana who quit
jobs and are disqualified return to work 58 days sooner than comparable

beneficiaries. On the other hand, claimants in New York who refuse a

suitable work offer return to work 83 days later than comparable benefici-

aries.
Table S-2 ‘
'PREDICTED IMPACT ON DAYS OF UNEMPLOYMENT
OF VARIQUS TYPES OF DISQUALIFICATIONS
° . (Days)

°

Arizona Georgia Kansas Louisiapa New York
Type of Disqualifi- ‘

cation .
Voluntary quits -1 -30 16 -58* -64*
Discharged for )

misconduct 18 32 21 -75% -65*
Refusal of suitable ) : )

work 49 -127* 76* 19 83*

N :
Disqualified group is significantly different from the beneficiary group
at the .10 level. .

Source: Table E-1 in Appendix E ‘ .‘7 o e
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The results suggest that when workers are fired they may be less
prepared than job-quitters to seek and secure new jobs. When workers are
disqualified for refusing suitable work they are likely to be in various
stages of job search preparedness. Their duration of unemployment re-
sembles a mix of those who were beneficiaries and those who were job-

quitters.

Impact of the Weekly Benefit Amount

When the beneficiaries were compared separately with each of the dis-
qualified groups, it was found that the size of the weekly benefit amount
(WBA) significantly affected the length of the unemployment spell, For
example, for every $1.00 of the WBA that a beneficiary in Arizona received,
he or she would be unemployed 2.0 days longer thaA a disqualified quitter.
In Louisiéna, beneficiaries would remain unemployed 1.9 days longer for
each dollar of the WBA received, while in New York, beneficiaries would
remain unemployed 1.6 days longer than compataﬁle disqualified quitters
(see Table s-3).

When beneficiaries are compared.with fired workers, the length of
unemployment decreases by 2.8 days for every $1.00 of the WBA. In Kansas
there is a l.4-day decrease but a 2.5-day increase in Louisiana and a
1.8-day increase in New York. When beneficiaries in Kansas are compared
to those who refused a suitable job offer, the beneficiaries had a 2.8~
day increase in the length of unemployment for every $1.00 in the WBA.
These results show that the amount of UI benefits received by the bene-
ficiary has a major impact on the length of the unemployment spell when
he of she is compared with disqualified claimants.

Impact of the Type of Penalty

The study shoys that. a more stringent disqualification penalty causes
the disqualified worker to return to work sooner. When benefits are post-
poned for the duration of unemployment (the more stringent penalty) the
unemployed worker returns to work sooner than when benefits are postponed
for a proscribed number of weeks. In Table S-3, the sign is negative

(that is, beneficiaries returned to work sooner than the disqualified) in

xvii



TITAX

Table S-3

PREDICTED IMPACT OF RECEIPT OF UI ON DAYS OF UNEMPLOYMENT

Arizona Georgia Kansas Louisiana New York
! Penalty Penalty ' Penalty " Penalty Penalty
Days _Type* ° Days Type* Days Type* Days Type* Days Type*

Beneficiaries compared
with voluntary quits _ " "
WBA ($1.00/week) 2.0t p -7 D -1.2 F 1.9 D 1.6 D

Beneficiaries compared
with discharged for
misconduct o +
WBA ($1.00/week) 1.5 F 2.8t v 1.4 F 2.5t D 1.8" D

Beneficiaries compared
with refusal of suit-
able work

WBA ($1.00/week) .7 D 2.9 D - -2.87 F .1 D -2.5T D

*
-Penalty types: D = duration of unemployment; F = fixed number of weeks; V = variable number of
weeks., ‘

TDisqualified group is significantly different from the beneficiaries.
Source: Table 22 of text, S '




every instance but one when benefits were postponed for a fixed or vari-
able number of weeks. On the other hand, the sign is positive (that is,
beneficiaries returned to work later than the disqualified) in every in-
stance but two when benefits were pbstponed for the duration of unemploy-
ment. Thus, if the disqualification penalty is imposed for the duration
of unemployment, the disqualified worker is likely to return to work
sconer than he or she would have if the disqualification penalty is im-

posed for a proscribed number of weeks.

Impact of Disqualification on Postunemployment Experiences

The study found no major differences inrthe relative postunemployment
labor market experiences of the beneficiaries and the disqualified. The
study compared the postuhemploymént labor market status, the levgl of job
satisfaction, the relakive wage gains, and the relative earnings gains of
the beneficiaries and the disqualified. When the postunemployment job
experiences of the beneficiaries were compared with those of the diéquél-
ified, it was found that there were no differences in the likelihood that
the worker would drop out of the labor market, be more satisfied in the
postunemployment job, receive a higher‘wage’:ate or receive higher earn-

~ings. These results suggest that ﬁﬁen the disqualified worker is compared
to the beneficiary, he or she is no worse off in the postunemployment job

for having been disqualified.

Conclusion

The results of the study strongly support the conclusion that the
state could save millions of dollars in UI benefit payments and reduce its
unemployment rate by imposing a duration of unemployment benefit postpone-
ment penalty on those who voluntérily quit without good cause, are dis-

charged for misconduct, or refuse suitable work offer.
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I INTRODUCTION

The unemployment insurance (UI) system is designed to provide bene-
fit payments to eligible unemployed workers who are involuntarily unem-
ployed, that is, unemployed through no fault of their own. In keeping
with the concept of insurance, state UI systems impose penalties_on those
"whose voluntary actions cause unemployment. Such actions are called dis-
qualifying acts and involve activities that include voluntarily leaving
employment without good cause, being discharged due to misconduct on the
job,* refusing a suitable work offer, or participating in a work-stopping
labor disputé; For these actions the UI benefits of the claimant are post-
poned for a specified number of weeks or for the entirety of the worker's
unemployment period. The states distinguish between these actions and
the act of not being able or available to work. In the latter case bene-

fits are postponed for the length of time that the inability persists.

Disqualification from UI benefits and benefit postponéments involve
many millions of people annually. Nationally, between January and De-
cember 1976, there were nearly 140 million claimant contacts; of these,
more than 4 million claims resulted in a benefit denial or postponement of
some type. The largest number of disqualifications--1.36 million--was
for voluntarily thtting a job without good cause. There were 0.51 mil-~
lion disqualifications because. the worker had been discharged due to mis-
conduct, 1.26 million benefit denials because the worker was unable or
unavailable for work, and 80,000 disqualifications for refusing a suitable
work offer (U.S. Department of Labor, March-April 1977). In this report,

benefit postponements because the worker is unable or unavailable for work

* ‘ ,
Being discharged for misconduct is construed as a voluntary cause for

unemployment because the employee is assumed to have willfully precipiF
tated the discharge.



are not considered. Instead, the major focus is on those disqualifying

acts that lead to disqualification from benefits.

The legislature of each state® in the UI system determines the cri-
teria for eligibility and the penalties that it will impose on the dis-
qualified. Presently, states impose one or more of the following five
types of benefit penalties: (1) postponement for a fixed number of weeks
for all claimants disqualified for a given act, (2) postponement for a
‘variable number of weeks depending on the nature of the job separation,
(3) postponement of benefits for the duration of unemployment, (4) reduc-
tion of benefit entitlement, and (5) cancellation of wage-creditsl There
are at least two distinct rationales for these disqualification penalties.
The first assumes that if the worker commits a disqualifying act, then
that worker is totally responsible for the unemployment spell, whatever its
length} Accordingly, the individual will not be entitled to bénefits for
as long as that spell of unempldyment lasts. The second assumes tﬁat the
.disqﬁalifigd worker should not be entitled to bénefits for as long aé it
tékes the average worker to find new employment. This lengﬁh of time is

called the "normal period of unemployment."

When benefits are postponed for the duragion of unemployment it is
relatively easy to determine when the unemployment spell ends. However,
because the average length of time that a worker may remain unemp loyed
varies with the state of ﬁhe econbmy, the grbup observed, and the method
used to measurevthe unemployment spell, the normal period of unemployment
can be defined only vaguely. Few researchers havevéought to quantify the
length of the normal period of unemployment and little research into the
relationship between the disqualification penalties and the normal period
of unemployment has been conducted. Nevertheless, several states have
structufed their disqualification penalties on the basis of what is be-

lieved to be the normal period of unemployment.

N ‘
- Included as "states" for UI purposes are Puerto Rico and the District
of Columbia. The Virgin Islands have recently been added to the UI

states but will not be included in this study.



This study was undertaken to increase our knowledge of the impact of
the disqualification provisions of state UI laws on the period of unem-
ployment of the disqualified and the UI beneficiaries. A randomly drawn
sample of beneficiaries and disqualified claimants from five states was
used to compare the characteristics of beneficiaries and disqualified,
and to evaluate the relationship between the disqualification provisions

imposed by different states and the duration of unemployment.

This report presents the results from the study. The disqualifica-
tion process is discussed in Section II. Section III outlines the study
design, including the evaluation of the site and sample selection process
and descriptions of the basic UI characteristics of the states used in
the study. Section IV describes the respondents and compafes various
characteristics of the disqualified with those of the beneficiaries. The
theoretical and statistical basis for a multivariate analysis is presented
in Section V,‘and Sections VI and VII include the empirical results of
the analysis. Recommendations and conclusions are given in Section VIII.

Appendices A-E present further details of the study design and methodology.






11 THE DISQUALIFICATION PROCESS

Eligibility and disqualification provisions that apply to all claim-
ants for UI benefits are included in the UI statutes of each state (see
Figure 1).* Although each state varies in its mix of these provisions,
enough similarities exist so that the process can be described concisely.
In this section, the process by which the worker moves through the UI
system and becomes either a beneficiary or disqualified is reviewed. In
addition, the distribution of disqualification penalties across the states
and federal recommendations regarding the penalties for disqualifications

are analyzed.

. gugibilitz*

Entry into the UI System

All states require that the unemployed worker must have earned a
minimum amount of wages or have worked a minimum number of weeks, or both,
“during a specified base period in order to be declared monetarily eligible.

The qualifying wage or weeks of work requirement is viewed as verifying
attachment to the labor force (Haber and Murray, 1966); by implication,
those who dpino£ qéet.fhé§e~criteria have no enqitlemedgvto UI benefits.
Those ﬁho:ate mdnetérilf'éligible_ghén go tﬁroughlthe néxt screening re-b
garding the reason for separation from the last job or from any job during
the base period. If the‘Qorker were laid off due to insufficient work,

he or she is eligible for benefits on the basis of separation from work.

Disqgglifying Acts

Once the claimant has been declared monetarily eligible, the reason

.for job separation determines benefit entitlement. The individual may be

* . ‘
Figure 1 is an adaptation of Chart 2 from Anderson et al. (June 1977).

1'Appendix B shows the forms used in the disqualification process.
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declared disqualified because of actions that cause job separation or
actions that help to continue the period of unemployment. Three dis-
qualifying acts--voluntary quits, discharge for misconduct, and labor
disputes--relate to the method of separation from the most recently held
employment and disqualifications occur prior to the receipt of any UI
benefits.* Other disqualifications or benefit postponements may occur
after the claimant has established eligibility, but before he or she has
received a first UI payment. The claimant who is not able or available
to work in the week claimed is denied benefits for that week and for as
many weeks as the unavailability continues; however, this is not a dis-
qualification.. Disqualifications may occur after the establishment of

a valid claim only if the individual commits fraud in submitting a claim

or refuses a suitable work offer (see Steps 8 through 10 in Figure 1).

Voluntary Quits

A worker who voluntarily quits his or her most recent job, withsut_'
good cause, is disqualified from receiving UI benefits. In many states,
good cause for leaving work appears as a general term without specific
reference to whether tﬁe leaving is work related. In 21 states, good
cause must be employment related; that is, if the worker is made worée
off by changes in the material conditions of his or her employment, the
quitting may be with good cause. Such changes include reduction in Qages;jﬁ_
reduction in the hours of work, .change in the hours of work fiom daytimej:
to nighttime, relocation of the place of business to a distance jhdged
unreasonable for commuting, or changés in the nature of the wérk so that
it becomes dangerous, morally unsatisfactory, or illegal. Nonwork-
related, that is, personal reasons for quitting, are deemed good cause in
only a few states. Those personal reasons for quitting that will not lead

to disqualification include poor health or moving to live with a spouse.f

* - '
Except in those instances in which benefits are given pending verifica-

tion of the reason for separation or during an appeal.

Under some conditions the person who has good personal reason for quitting
may be subsequently unable or unavailable for work.

10



Discharge for Misconduct

A worker who is discharged because of behavior that is detrimental
to the employer's interest is disqualified from receiving UI benefits.
Such terms as "willful misconduct,” 'failure to obey orders, rules or in-
structions,"”" or "failure to discharge the duties for which he was employed"
are used by the states to describe misconduct. Twenty-eight states have
established separate disqualification provisions for "gross misconduct."
Among the acts included as gross misconduct are the committing of a crime
or feiony in connection with the work, gross or aggravated misconduct con-
nected with the work, deliberate and willful disregard of standards of
behavior and showing gross indifference to the employer's interests, in-
toxication on the job, assault, battery, thievery, or destruction of prop-
erty, sabotage, embezzlement, and arson. Many of these acts are grounds
for civil or criminal complaints as well as disqualification from benefits.
However, a worker who is discharged because the employer believes that he

or she is incompetent usually is not disqualified.

Labor Disputes

If a job separation occurs because of a strike or a lockout that the
individual is interested in, participating in, or financing, then that
worker is likely to be disqualified from UL.* In virtually every state,

the disqualification lasts for the duration of the labor dispute.

Refusal of Suitable Work

The claimant who refuses to accept a suitable job offer after having
established eligibility to benefits is disqualified from the receipt of
further benefits. The refusal by a claimant to accept a suitable job offer
is assumed to make the ihdividual responsible for that continued period

of unemployment, hence, not entitled to benefits. All states establish

x . , A . _ _
A vorker on strike will not be subject to a labor dispute disqualifica- °
tion if the plant continues to operate but will be subject to disqualifi-
cation as long as the strike {s in "active progress" as defined by the
state. '

11



criteria by which to evaluate the suitability of a job offer. These
criteria include the health and safety of the worker, the moral hazard

of the job; the job requirements as they relate to the claimant's educa-
tional background, experience, and physical fitness to do the work; the
wages, hours, and length of potential employment in that position; the
relationship of the employment to the customary occupation of the claimant;
and the distance of the job from the claimant's home. Federal statutes
forbid any state law's definition of suitable work to include as suitable
any job that is vacant due to a labor dispute, that has less favorable
conditions of work than that prevailing in the local economy, that re-
quires the joining of a company union, or that requires resigning from a

bonafide labor organization.

Appeals

At each decision point in the disqualification process, the claimant
or the employer may appeal an adverse decision. The claimant has the
right to appeal a determination of nonmonetary e;igibility, the size of
the weekly benefit amount (WBA),'the'potential benefit entitlement, the
number of weeks that benefits will be paid, or a disqualification, The
employer who is being charged for any UI péyments has the right to appeal
the awarding of benefit rights. If the issue involves the determination
of monetary eligibility or the amount or du:atidn of benefits, these '
matters can usually be settled on the basis of records of the claimant or
the employer. However, the disqualification deFermination often invSlves

interpretation of events'br‘eVen intent--an interpretation often not easily

resolved by records.

The appeal process of most states begins in the local office where
the office director may reverse the local office decision, before it gets
appealed at the formal hearing. Once an appeal is filed, it is heard by
an adjudicator (referee, deputy, or other such designation) who usually
has novlegal training. Evidence in support of the contending positions
is presented at this time. If the decision of the adjudicator is adverse
to either party (the. claimant or the employer), the aggrieved party may

go to an appeals board, who review the adjudicator's decision. After

12



the appeals board decision is rendered, any continued appeal goes through
the civil courts. In this fashion, some appeals have gone as far as the

U,S. Supreme Court for resolution,

Distribution of the Types of Penalties

Each state chooses the type of penalty that it will impose on the
claimant who performs a disqualifying act. These penalties are bene-
fit postponement for a fixed or variable number of weeks or for the dura-

tion of unemployment, benefit reduction, and benefit cancellation.

In Figures 2, 3, and 4, the distribution of the states by type of
disqualification penalty and by the disqualification rate* for voluntarily
quitting a job,* being discharged for misconduct, and refusing suitable
work are shown. These figures illustrate that benefit postponement: for-
the duration of unemployment is the most widely used of a11~types of penal-
ties, Thirty-nine states disqualify the individual for the duration of
unemployment when he or she has quit a job without good cause. Twenty-
seven states disqualify claimants who are discharged for misconduct for
the duration of unemployment. The figures also show that the disquali-

fication rate varies across penalty type and by geography fegion.

The frequency of the duration of unemployment penalty reflects the
dominance of the rationale that when the person quits a job or 1s'fireé,
he or she is voluntarily unemployed and therefore not entitled fo Ul'pay-
ments. The duration penalty is also a simpler ﬁrogram to administer than

either a fixed or variable weeks disqualification procedure.

Because of experience rating,* employers are not indifferent to the

type of penalty imposed upon disqualified claimants. Employers tend to

*The disqualification rate is defined as the number of disqualifications
per 1000 new spells (claims) for voluntary quits or discharge for mis-

. conduct and as the number of disqualifications per 1000 claimant contacts
" for refusal of suitable work.

THenceforth the report shall'define 'voluntary quits' as those who vere .
disqualified for voluntarily quitting a job, without good cause. ’

#The experience rate is a function of the rate of UI benefits received by
former employees whose job separation led to the receipt of UI benefits.
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favor benefit postponement for the duration of unemployment as this mini-
mizes the charges made against their accounts. Claimants, on the other
hand, prefer limited benefit postponement. Employer lobbying combined
with the ease of administration are the major reasons that the dﬁration

of unemployment penalty is the one most prevalent.

The Role of Federal Recommendations

Although each state determines its own disqualification penalties,
the national office of the Unemployment Insurance Service has recommended
the type of penalties that should be imposed on the worker who commits a
disqualifying act:

Disqualification should be limited to a fixed period, without re-

duction or cancellation of benefit rights....The length of any

period of disqualification should be reasonably limited to the
. period during which the unemployment originating from the claim-
ant's own action continues to be due to that action. There

should be some positive relationship between the duration of

disqualifications and the average length of time required for

an employable worker to find suitable work under normal work-

ing conditions. Historically, national data on the average

length of a spell of insured unemployment indicate that this is

about six weeks.*

Exhibit A lists all federal recommendations regarding disqualifica-
tions. Exhibit B indicates the extensive divergences from these recom-
mendations existing in states at the present time.. Moreover, rather than
attempt to become more consistent with these recommendations, mahy states
have disregarded federal recommendations. For example, man& states have
cﬁanged their disqualification penélties from disqualify{ng the individual
for a fixed (or limited) period to disqualifying for the duration of un-
employment. Other examples of deviation from the recommended disqualifica-
tion procedures may be found in the annual review of changes in the state
UI laws (Hickey, 1977, 1978).

N :
U.S. Department of Labor, Unemployment Insurance: State Laws and Ex-
perience, p. 33 (1978).
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Exhibit A

FEDERAL POLICY RECOMMENDAT IONS ON UI DISQUALIFICATIONS

The Bureau recommends:

1.

2.

7.

10.
11.

12,

13.

14,

1s.

That, if a waiting period is required, it be not longer than 1 week of total or partial
unemployment in a benefit year.

That claimants receiving benefits at the turn of a benefit year be relieved of the require-
ment of a waiting period in the new benefit year; that other claimants unemployed at the
turn of a benefit year be permitted to serve the waiting period in the last week (cr weeks)
before a benefit year.

That the period of disqualification apply immediately after the week of the disqualifying
act.

That the period of disqualification be limited to the length of time ordinarily required

- for an employable worker to find suitable work in a reasonably normal labor market; on

the basis of national experience, this period would be 6 weeks,

That disqualification based upon the circumstances surrounding the claimant's separation
from his employment be limited to the separation from his most recent employment.

That, to help determine what is suitable work, specific criteria be provided to relate

the suitability of the job in question to the individual circumstances of the claimant
involved, and that these criteria contain the factors the ordinary reasonable worker would
consider when deciding whether a particular job was suitable work for him.

That the eligibility and disqualification provisions permit the payment of benefits to
otherwise eligible claimants who are taking approved vocational retraining courses, pro-
vided certain conditions have been met.

That claimants be reqﬁired to be available only for suitable work.

That claimants be digquélified only if some unreasonable act.on their part was the immediate
cause of their unemployment.

That no provision should be made for cancellation of wage credits.
That disqualifications should not be for the duration of the unemployment.

That good cause for voluntary leaving of work should not be limited to good cause at:tribut-
able to the employer or connected with the work. :

Thaf an actively-seeking-work requirement should not be put into the statute.

That special availability requireménts or disqualification provisions for special groups
of workers should not be put into the law.

That an administrative penalty for fraudulent misrepresentation be provided, under which
the claimant would be disqualified for 4 to 52 otherwise compensable weeks, according to
the gravity of his offense, within the 24-month period beginning with the date of deter-
mination. . )

Source: "The Unemployment Insurance Legislative Policy: Recommendations for State legis-

lation," BES No. U-212, pp. 73-74 (October 1962).



Secommendation

Exhibit B

DIVERGENCE OF STATES FROM RECOMMENDED FEDERAL POLICY ON DISQUALIFICATIONS

Voluntary Leaving

Discharge for Misconduct

Refusal of Suitable Work

1
2

10

11

12 .

13

14

15

No apparent deviation
No apparent deviation

Five states begin disquail i~
fication with week of filing
rather than week of occur-~
rence

Eleven states postpone bene-
fits for at least more than
six weeks; 41 states for
duration of unemployment
Nineteen states may base
disqualification upon cir-
cumgtances surrounding a
claimants separation from
other than his most recent
employer

N/A
No apparent deviation

N/A

No apparent deviation

No apparent deviation

Forty-one states dis-
qualify for the duration of
menployment

"Good cause” restricted in
twenty-eight states

Thirty-two states require
active gsearch for work

No apparent deviation

No apparent deviation

No apparent deviation
No apparent deviation
Twelve states specify that

periods of disqualification
begin with week of filing

Fifteen states postpone bene-
fics for at least more than
six weeks; 29 states for dura-
tion of unemployment

Seventeen states may base

disqualification upon other
than most recent employer

N/A
No apparent deviation

N/A

No apparent deviation
Two states permit cancel-
lation (11 for gross mis-
conduct)
Twenty-nine states dis-
qualify for the duration
of unemployment

°

N/A

Thirty-two states require
active search for work

No apparent deviationo

Nco apparent deviation

No apparent deviation
No apparent deviation

No apparent deviation

Thirteen states postpone bene-
tits for at leas: more than
six weeks; 25 states for the
duration of unemployment

(Necessary data not available)
Pages 4-39 missing

No apparent deviation
No apparent deviation

Thirty-two states require a
claimant to be able and avail-
able for any worl; 12 states
specify "suitable work"; 9
states specify "usual occupa-
tion" or that for which reason-
ably fitted by prior training:
or experience

N/A

No apparent deviation

Twenty-five states disqualify
for the duration of unemploy-
ment

N/A

- Thirty-two states require

active search for work
No apparent deviation

No apparent deviation

Source: U.S. Dept. of Labor, Comparison of State Unemployment Insurance Laws, Jan. 1978.

NOTE: Source -azcrinl counts 53 states including District of Columbia, Puerto Rico and Virgin Islands.
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Measuring the Normal Period of Unemployment

This study focuses on Recommendations 4 and 11 (from Exhibit A),
because they relate to the nature of the disqualification penalty. Recom-
mendation 4 suggests that the period of disqualification should be for
about 6 weeks, '"the length of time ordinarily required for an employable
worker to find suitable work in a reasonably normal labor market.'" Al-
though national experience was the basis for establishing 6 weeks as the
period of disqualification, what national experience was cited and even

how the spell of unemployment was defined is ambiguous.

The spell of unemployment is defined as the length of time from the
day an individual becomes.unemplpygd through separation from a job until
the day that he or she returns to employment or drops out of the labor

force.* The spell of insured unemployment may be defined as follows:

Definition I: The average length of the unemployment spell of
unemployed workers who worked in covered emp loy-
.ment (call this definition Dp).

Definition II: The number of UI benefits claimed by the unemployed
worker during a given spell (call this definition

D11).

To illustrate the difference in these two definitions, the following five

types of workers are defined for a given point in time:

(1) Claimants who file andvafe'eligible for benefits ,
(2) Cléimahts.whoifiie'but are Hon-monetarily disqualified
(3) Claimants.yho file but are monetarily ineligible

(4) Covered workers who never file a claim :

(5) Claimants who have exhausted entitlement.

Let b be the number of weeks of ﬁnemployment during which UI benefits

are received, and nb be those weeks during which no UI benefits are

*This definition ignores multiﬁle‘job holders who may be separated from
one job but retain another. It also does not make a distinction between
part-time and full-time employment when considering whether a job has
ended or a new one begun. '
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received. \Let the five worker types be designated 1, ..., 5, and the
number of workers in each type be designated Ty +ees Tg. If D is the

average duration of a spell of unemployment, then

Ty Ta Ts Ta Ts
Z(bl""nbl) gt Enbaj + anak + anq,l + E nbs
i=1 . j=1 k=1 1=1 m=1]1 .

D - ’

1
T T, + Ty 4T, 4T,
T
2t
=1 ]
Ppp=—

Ty

where 1, j, k, 1, and m are indices of the various types of workers.

No known national data meésure»Definitioﬁ I. Definition II is cal-
culated by dividing the number of weeks of UI benefits claimed by the
number of initial claims. Using this calculation, the average length
of the unemployment spell was 6.60 weeks for fiscal year (FY) 1974, 7.22
weeks for FY 1975, 8.26 weeks for FY 1976, 7.13 weeks for FY 1977, and
6.89 weeks for FY 1978.% '

These calculations have been used to infer tﬁap it takes approxi-
mately 6 weeks for the unemployed worker to find,‘einployment;T however,
]

they underestimate the actual duration of unemployment because the fol-

 lowing is true:

Ty T
Z by E (b, + b))y
i=1 i=1

<

Tl Tl

* :
The source of these numbers is unpublished data supplied by the Unemploy-
ment Insurance Service of the Department of Labor. :

1'l'he concept of a 6-week aéerage period of unemployment dates from early
consideration of the UI laws (Roche, 1973, pp. 57, 58).

21



That is, the calculated value of the average spell of unemployment omits

those weeks during which the worker does not receive UI benefits.

This study seeks to refine the measurement of the length of the
‘average spell of unemployment (henceforth denoted the average duration
of unemployment) by including those weeks during‘which Ul benefits are

not received in the definition of the spell.
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II1 DESIGN OF THE STUDY

Several considerations guided the design of this disqualification
study. Foremost was a request for proposal (RFP),* which specified that
the study should address the following questions:

¢ Are there differences in the duration of unemployment between

disqualified claimants and beneficiaries?

® Does the average length of unemployment vary across the states
in relation to the stringency of the disqualification?

* Do disqualifications affect future earnings?

¢ Do disqualifications deter people from quitting their jobs?

These questions required detailed information about the job search
and labor market status of those receiving UI benefits, the beneficiaries,
and thosé disqualified from receiving benefits. The UI data. from the
centralized computer files of tﬁe states could not provide information
about the pre- or post-unemployment job characteristics nor could the UI
data furnish information outside of the period of receipt of UI benefits.
To get this additional information a mail questionnaire was sent to each

individual in the sample.

The three major aspects to the study design included: the selection
of the states that were to be used in the analysis; the survey operation;
and the analysis. fProc;aure for the selection of the states, a descrip-
tion of some of the more salient characteristics of'those states, and the
survey operation aré described in this section. The analysis is described

in the following sections.

Selection of the States

The principal goal in the selection of the states was to choose
states that would permit a differentiation in the duration of unemployient

across the various penaity typés. Because the study was restricted to

*
RFP No. ONP 76-11, U.S. Department of Labor.
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five states, this limited the amount of diversity that could be observed.
Three primary considerations guided the selection of the states: (1) the
type of penalties imposed for voluntary quits, discharge for misconduct,
and refusal of suitable work; (2) the geographical diversity of the states;

and (3) whether the required disqualification data is computerized.

The states were separated into three categories by penalty type:
(1) benefit postponement for a fixed period of time, (2) benefit post-
ponement for a variable period of time, and (3) benefit postponement for
the duration of unemployment. When the state used both the fixed and
the duration penalty, that state was classified with the duration penalty
states. Because the study sought tb evaluate the effects of different
penalty types on the length of the average spell of unemployment, at
least one state was selected from each of these three categories. The
selection proéedure gave preference to those states that had a common
penalty for the disqualifying acts of voluntary quitting, discharge for
misconduct, and refusal of guitable work so that the amount of variation
within any state was reduced. In addition, efforts were made to choose

states that represented a broad geographical cross section of the country.

Having the required disqualification'data'programmed on a centralized
computer system was cost-effective, so that manual search was not needed,
and increased the willingness of states to participate in the study.
However; at the start of the selection procedure, only 13 states (Alabama,
Afizdné, Arkansas, Georgia, Kansas, Louisiana, Maine, New Hampshire, New
.York, North Carolina, Oregon, South Dakota, aﬁd-Texas) had the data on

a central computer file.

°

Georgia, Kansas, Louisiana, and New York met the criteria for selec-
tion, had the required data on a centralized computer, and were willing
to pétticipate in the study. Arizona was added because it had the data,
was willing'éovparticiééte, ané-provided greater geographical balance.
These ;tates @ay be deScribéa as a midwestern plains state, an eastern
industrial stafe,’a western state, and two southern states. Table 1 sum-.-

marizes the UI characteristics of the five sample states.

3
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Table 1

UI CHARACTERISTICS OF THE SELECTED STATES (NOVEMBER 1976)!

Arizona Georgia Kansas Louisiana New York

Claims
Average weekly WBA ($) 72.10 69.81 74.86 76.10 73.79
Benefits paid ($ 000) 4,741 10,527 3,859 9,803 74,350
Average weekly insured unemployment 22,996 42,756 15,503 36,626 285,060
Insured unemployment rate (%) 3.8 3.0 2.5 3.5 5.0
Initial claims 13,109 33,543 8,458 15,220 170,488
Average weekly beneficiaries 15,075 35,488 11,888 29,437 239,180
Final payments-exhaustees 1,979 5,481 1,326 3,304 23,702
Demographic Characteristics
Total insured (000)2 24.0 44.1 15.2 37.8 289.9
Males (%) 63.6 48.9 53.8 67.0 56.4
Female (%) 36.4 41.1 46.2 33.0 43.6
White (%) 93.9 63.8 90.2 67.5 - 82.8
Nonwhite (%) 6.1 36.2 9.8 32.5 17.2
Less than 24 years old (2) 20.1 27.3 28.5 23.6 21.3
Between 25-54 years old (%) 66.3 64.9 59.2 60.5 58.6
More than 54 years old (X) 13.6 7.8 12.3 15.9 20.1
Industry .
Construction (%) 20.8 15.1 11.9 32.6 12.3
Manufacturing (%) 16.7 32.8 38.9 17.0 31.7
Trade (%) 24,5 24.1 21.8 17.2 24.1
Services (%) 22.8 15.8 14.3 16.4 21.6
Other (X)3 15.1 12.2 . 13.1 16.8 10.3
Occupations (By Selected Categories)
Clerical/sales (%) 22.8 21.4 21.7 20.8 26.4
Service (X) : 10.7 10.5 7.5 9.7 12.6
Industrial processing (%) 3.8 7.0 5.6 5.9 3.9
Machine trades (%) 14.0 18.2 15.5 9.2 15.5
Bench work (2) ., 11.6 13.7 16.7 5.9 28.7
Structural (2) 50.0 32.6 32.5 52.0 30.7
Miscellaneous () * 20.6 28.5 29.7 27.0 21,2
Disqualification & Appeals“
Total new spells (NS) 29,337 81,201 25,444 52,137 524,113
Number of claimant contacts (CC) (000) 163 . 593 230 520 4,287
Total denials per 1000 CC i 66.9 21.2 33.9 25.7 26.0
Voluntary quits per 1000 NS . ) 136.3 82.9 - 93.9 133.2 36.7
Discharge for misconduct pér 1000 NS ’ - 45.6 50.5 48.2 54.7 16.0
Refusals of suitable work per 1000 CC .9 .1 1.0 .4 .5
Distribution of Appeals by Type of Disqualify- .
ing Act® .105 .043 .066 .108 .045
Total decisions ' 3,076 3,485 1,681 5,635 23,528
Voluntary quits (%) 34.7 38.0 18.8° 34.6 36.6
Discharged for misconduct (Z) 23.4 - 40.9 15.1 25.9 28.0
Refused suitable work (X) 2.1 1.0 4.5 2.3 3.1
Not able & not available (2) 23.8 9.1 33.9 7.8 20.6
All other disqualifying acts (Z) 16.0 11.0 27.7 29.4 11.7
lgource: U.S. Department of Labor, Ung!g oyment Insurance Statistics (Harch/April 1977).

2l’ercentages represent 100% of total insured.

3includes mining, public utilities, finance, insurance and real estate (for which detail is less
than 57 in most states) and miscelleneous categories for which 1nfor-atiop is unavailable.

4Quarterly data, October-December 1976. Source: Unemployment Insurance Statistics, op. cit.

°
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Ul sttems* of Sample States

Arizona

Arizona is one of only a few states that permit compelling personal
reasons as a good cause for quitting a job. The penalty for voluntary
quitting, without good cause, is disqualification for the duration of un-
employment and until the claimant has earned at least five times the
weekly benefit amount (WBA). When the individual is discharged for mis-
conduct, benefits are postponed for a fixed period of 10 weeks and the
maximum benefits available to the individual are reduced by eight times
the WBA. For refusing a suitable work offer, the disqualification lasts
for the duration of unemployment and until the claimant has earned eight

times the WBA.

Georgia

By law, all Georgia employers who are part of the UI system must
furnish a separation notice to the employée when a job separation occurs.
If this notice indicates that the separation occurred due to lack of work,
the monetarily eligible claiman; is put on a mail reportiﬂg system~Ib and
continues to receive benefits for as long as he or she remains eligible.
During April 1976, Georgia changed its penalty for voluntary quitting with-
out good cause from a variable weeks benefit postponement to a disqualifi-
cation for the duration of unemployment and until earnings equal eight
times the WBA. When a separation occurs due to a discharge for misconduct,
benefits are postponed for a variable number of weeks depending on the
approximate average time required to find a job* and the circumstances
surrounding the discharge. When the worker is discharged for refusing a
suitable work‘offer, benefits are denied for the duration of unemployment.

When benefits are to be postponed for a variable length of time, the

e .
-As of December 1977.

The claimant then does not have to report to the‘local office except for
the periodic eligibility review procedures that occur every 5 or 9 weeks.

*The approximate average length of the unemployment spell is calculated
by the Employment Service in the state.
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claims examiner has some discretion in setting the length. Also, benefit
entitlement is reduced an equal number of weeks as the benefit postpone-

ment.

The appeal process in Georgia is similar to that which exists in
other states, but Georgia also has a conferee who is empowered to overturn
the decision of the claims examiner. The conferee structure is intended
to screen out many problems that would have gone into the formal appeal
process and reduces the number of appeals. Georgia has the lowest ratio

of appeals to new spells of the five states in the study.

Kansas

Kansas is the only state in the study that has a fixed period of
benefit postponement for voluntary quits without good cause, discharge
for misconduct, and refusal of a suitable work offer. A claimant who is
disqualified has benefits postponed for 7 weeks (including the waiting
week). The disqualification period begins with‘the week in which the dis-
qualifying act occurs. The worker may have compelling reasons that are

"impelling" personal nature or they may be connected with the work.

of an
Kansas does not require that all claimants register with the Employment
Service but it does require that all actively seek work. The appeal
process in Kansas is similar to the process that exists in all other states.
The rates of disqualification in Kansas are close to the national average
for total denials and refusal .of suitablé work but slightly above the na-
tional average for voluntary quitting and discharge for misconduct.

[
Louisiana

Louisiana has a common penalty for each of the three disqualifying
acts~--the individual is disqualified for the duration of unemployment and
until the individual earns wages equal to ten times the WBA. The Louisiana
system of benefit disqualifications is one of the most stringent-in the
nation and has existed in its present form since about 1965. Personal
reasons for voluntary quitting is not considered good cause. However,
Louisiana does not require active search for employment. Louisiana is on
a mail repbtting system and the claimant reports to the local office every

fifth week. The appeal process is similar to that of the other states.
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New York

New Yoik,'like Louisiana, has a common duration of unemployment dis-
qualification period for each of the three disqualifying acts. New York
also requires that the claimant work a minimum of 3 days in each of the
4 weeks or earn a minimum of $200 before the disqualification is lifted.
In New York benefits may be paid to those unemployed due to a labor dis-
pute after 7 weeks of the labor dispute and one waiting week. Good per-
sonal cause is considered as good cause for quitting, and not a dis-
qualifying act. Claimants are required to report weekly for benefits
and may be disqualified for failure to go to an Employment Service inter-
view. The classification of refusal to go to an interview with refusal
of suitable work is unique to New York among the states in the study.
However, a nondisqualifying job refusal may include unobserved or per-
ceived problems such as perceived race or sex discrimination. For all
categories of aisqualifying acts, the rate of disqualifications in New

York is below the national average.

Sample Selection _ s

The principal statistical tools of the analysis were various re-
gression techniques. For example, in a- one-variable regression model,
yi =X B + €45 the ratio B/§e (where B is the estimated coefficxent and
Se is the estimated standard error) is the statistic that’ is used to -
determlne the significance of 8. If 8 is not significantly difierent
from zero, it is assumed that x does not influence y (or y is independent
of x). A levél of precision such that é/ée 2 1.96 is needed for a sta-
tistical significance in the coefficient at the 5% level. However, re-
gression analysis also assumes that a linear relationship exists between
Ly and X. 'This linear approximation is sufficiently close for most ép-‘
plications. This type of analysis suggested that a minimum sample of
800 observations per state was required to-.get statistically si?nificant

results.
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In each state the samples were selected so that the sizes of the
control group and each disqualifiea group were similar. Also, the sample
sizes were selected so that they were roughly the same for each state.

The latter procedure is acceptable if the sample size selected is negligible
relative to the population from which the sample is drawn, as is true

for the sample sizes used in this study. The sample sizes by state,
questionnaire mailing period (called a wave), and claimant subgroup are

shown in Table 2.

Survey Operations

Samples of UI beneficiaries and disqualified claimants were randomly
sele;ted from the central computer of each state to participate in the
study. The population universe from which the samples were drawn con-
sisted of all regular UI claimants who had a benefit year beginning (BYB)
date of either November 1976, February 1977, May 1977, or August 1977.
Excluded from the universe were interstate claimants, supplemental unem-
ployment assistance claimants, federal claimants, and former servicemen
claimants. The sample was selected randomly using the last four digits of
the Social Security number., The survey questionnaire (described in Ap-
pendix A) was mailed to each member of the sample groups approximately 9
months after the BYB date.* The questionnaireé were identical for each
of the four separate mailings except that each referenced the period that
included the BYB.. No one was sampled in more than one wave. The

schedule of the mailings of each wave is shown in Table 3.

This sampling procedure yielded a sample of beneficiaries and dis-
qualified claimants who filed for their initial UI payments during a
specified period of time; the questionnaire asked them to recall their
job search and job acceptance experiences during the 9 months after that

time. The data collected from the questionnaite-were matched to the data

* N ‘ : .
Because of delays in getting Office of Management and Budget clearance

for the survey, the first wave was sampled approximately 12 months after
the claimants initially filed for benefits.
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SAMPLE SIZE BY STATE, WAVE, AND CLAIMANT SUBGROUP

Wave 1
Beneficiaries
Voluntary quit
Discharged for misconduct
Refused suitable work
Subtotal

Wave 2

" Beneficiaries
Voluntary quit
Discharged for misconduct
Refused suitable work

Subtotal

Wave 3
Beneficiaries
Voluntary quit

- Discharged for misconduct
Refused suitable work

Subtotal

Wave 4
Beneficiaries
Voluntary quit
Discharged for misconduct
Refused suitable work

Subtotal

Total

Table 2

Arizona Georgia Kansas Louisiana New York Total
200 225 225 200 225 1,075
200 225 225 225 207 1,082
200 225 219 190 193 1,027
25 _o0 48 2 224 323
625 675 717 641 849 3,507
200" 223 7 225 200 225 1,073
200 216 225 224 225 1,090
200 217 225 199 225 1,066
28 20 46 38 261 393
628 676 721 661 936 3,622
225 225 225 200 225 1,100
225 225 225 225 225 1,125
225. 225 225 190 225 1,090
23 15 &l 58 206 362
698 690 736 673 879 3,677
225 225 225 200 225 1,100

225 225 225 225 225 1,125
199 225 212 201 225 1,062
31 10 s 29 261 381
686 685 706 655 936 3,668

2,637 2,726 2,880 2,630 3,600 14,473
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Wave BYB Month

1 Nov. 1976

2 Feb. 1977
3 May 1977
4  Aug. 1977

Table 3

QUESTIONNAIRE MAILINGS BY WAVE AND STATE

Month
mailed

Elapsed
months

Month
mailed

Elapsed
months

Month

“mailed

Elapsed
months

Month
mailed

Elapsed
months

Georgia Kansas

31

Arizona Louisiana New York

Nov. 1977 Nov. 1977 Nov. 1977 Nov. 1977 Nov. 1977
12 12 12 12 12

'Nov. 1977 Nov. 1977 Nov. 1977 Nov. 1977 Feb. 1978
9 9 9 9 12

Feb. 1978 Feb. 1978 Feb. 1978 Feb. 1978 Mar. 1978
9 "9 9 9 10

May 1978 May 1978 May 1978 May 1978 May 1978
9 9 9 ° 9



»

from the state's UI files to form the basis for the analysis variables.

The data format is described in Appendix C.

The Survey Response Rate

The number and percentages of individuals who responded to the
sample are shown in Table 4. Across all the states the average response
rate was 43.1%, slightly less than the 50% that was anticipated. The
response rate was 43.67% in Arizoma, 41.9% in Georgia, 49.1% in Kansas,

49.3% in Louisiana, and 40.1% in New York.

Data about the respondents were used to estimate the sample statis-
tics in this report. The estimated statistics are biased if those who re-
sponded to the survey have charécteristics (observed or unobserved) that
are correlated with the variables used in the analysis. For example, if
the respondents tended to be those who returned to work sooner on the
average than those who did not respond, then the respondents would give a
biased estimate of the population's average duration of unemployment. On
the other hand, if individuals with observable characteristics responded
at a higher rate than othgr individuals, then regression parameter esti-
mates would be weighted more heavily by that group than would be true of

the whole population.

Table 5 compares the percent responding by data items that were avail-

" able for the entire sample (respondents and nonrespondents). The table

shows that in Arizona, Georgia, and Louisiana, the difference in the re-
sponse rate between the beneficiaries and the disqualified is less than
two percentage points. In New York the difference is less than four per-
centage points, and in Kansas it is less than seven percentage points.
These findihgs‘indicate that the disqualified were not more hesitant to
respond than the beneficiaries. Thus, observed differences in measured
variables between the beneficiaries and the disqualified are expected to

represent differences in the population rather than differences in the re-

. spondents.
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Table 4

RESPONSE RATE BY STATE, WAVE, AND CLAIMANT SUBGROUP

Wave 1
Beneficiaries
Yoluntary quit
Discharged for misconduct
Refused suitable work

Subtotal

Wave 2
Beneficiaries
Voluntary quit
Discharged for misconduct
Refused suitable work
Subtotal

Wave 3
Beneficiaries
Voluntary quit
Discharged for misconduct
Refused suitable work
Subtotal ‘

Wave 4
Beneficiaries
Voluntary quit
Discharged for misconduct
Refused suitable work
Subtotal

Total

Arizona Georgia Kansas Louisiana New York

N )4 N Z N p4 N b4 N )4
90 45.0 105 46.7 110 48.9 83 4i.5 98 43.8
79 39.5 91 40.4 116 51.6 91 40.4 103 49.8
69 34.5 90 40.0 96 43.8 68 35.8 74 38.3
13 52.0 -0- 00.0 _20 41.7 _10 38.5 _84 137.5
251 40.2 286 42.4 342 47.7 - 252 39.3 359 42.3
95 47.5 99 44.4 120 53.3° 73 36.5 98 43.6
109 54.5 97 44.9 116 51.6 113 50.5 109 48.4
88 44.0 90 - 41.5 97 43.1 77 38.7 73 32.4
_17 60.7 11 55.0 17 37.0 11 29.0 104 40.0
309 49.2 297 43.9 350 48.5 274 41.5 184 41.1
84 37.3 101 45.3 134 59.6 72 36.0 94 41.8
110 48.9 100 44.4 118 52.4 102 45.3 92 40.9
80 35.6 93 41.3 105 46.9 67 35.3 70 31.3
_;Q' 78.3. _4& 26.7 29 47.5 _25 43.1 _15 36.8
: ?92 41.8 ° 298 43.3 386 52.5 266 139.5 i3r 37.7
109 48.4 84 37.3 112 49.8 106 53.0 93 41.3
104 46.2 90 40.0 118 52.4 93 41.3 108 48.0
71 35.7 81 36.0 84 39.6 90 44.8 80 35.6
_15 40.5 _6 60.0 _22 50.0 _12 41.4 _88 33.7
299 43.6 261 38.1 336 47.6 301 46.0 369 39.4
1,151 43.6 1,142 41.9 1,414 49.1 1,093 49.3 1,443 40.1
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Group
Beneficiaries
Disqualified

Race,
White
Nonwhite

Sex
Male
Female

Age
16-21 years
22<34 years
35-44 years
45-54 years
55+ years

RESPONSE. RATE BY SELECTED CHARACTERISTICS

o

Table 5

Arizona Georgia Kansas Louisiana New York
N % N % N % N % N %
378 44.5 389  43.4 476 52.9 334  41.8 383 42.6
773 43.3 753  41.2 938 47.4 759 41.5 1,060 39.3
N/A .- 769 42.3 1,126 50.5 N/A  -- N/A -
N/A - 373 41.1 132 39.2  N/A -- N/A  --
679 40.9 581 37.8 753 44.0 672  36.9 758  37.9
472 48.3 561 47.3 661 56.6 417 52.1 680  43.0
146 38.9 N/A  -- 249  44.5 182 41.0 N/A -
540 41.7 N/A -- 695 47.9 573  41.3 N/A --
196 44.5 N/A - 193  51.7 145 39.0 N/A  --
163 49.2 N/A -- 146 54.7 113  45.2 N/A --
106 54.2 N/A -- 122 57.3 80 45.7 N/A -

N/A = Not available.




In addition, response rates indicate that females were more likely to
respond than males and that older individuals were more likely to respond
than younger ones. However, too few variables were analyzed to permit
a definitive evaluation of the size and direction of the response rate
bias. The available comparisons suggest that the response rate bias is

likely to be very small.

Another measure of the response is the number of usable questionnaires
returned by respondents. Many furnished incorrect or incomplete question~
naires. A questionnaire was defined as incomplete when the duration of
unemployment variable could not be calculated. In addition, there were
random missing variables in the data set of several individuals. In this
study such attrition is assumed to be random and uncorrelated with the
endogenous variables used in the analysis. An analysis of the attrition

i.s shaown on Table . 6.
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Table 6

ATTRITION FROM THE SURVEYED SAMPLE BY STATE AND BY WAVE

) State Wave
Arizona Georgia Kansas Louisiana New York 1 2 3 4 Total
Sample surveyed: 2,637 2,724 2,879 2,630 3,597 3,506 3,621 3,672 3,668 14,467
Nondeliverable 167 179 130 111 214 264 193 164 180 801
Delivered questionnaires 2,470 2,545 2,749 2,519 3,383 3,242 3,428 3,508 3,488 13,666
Nonresponse*® 1,319 1,403 1,335 1,426 1,940 1,752 1,814 1,935 1,922 7,423
Respondents 1,151 1,142 1,414 1,093 1,443 1,490 1,614 1,573 . 1,566 6,243
Incorrect or incomplete C
W questionnaires? 144 215 217 239 195 255 284 260 211 1,010
Analytic response group 1,007 927 1,197 854 1,248 1,235 1,330 1,313 1,355 5,233
- Missing data¥ 86 99 76 103 =121 485
Regression cases - 921 . 828 1,121 751 1,127 4,748

*chludesbsurvey refusals.
*Th; duration of unemployment variable-could‘not be calculated.
Data missing in at least one of the variables used in the regression.




IV CHARACTERISTICS OF THE RESPONDENTS

Selected characteristics of the respondents shown in Table 7 plus
data in Chapter III give a composite view of the distribution of selected
variables among those who responded.* The four groups--beneficiaries
and the voluntary quit, discharge for misconduct, and refusal of suitable
work disqualified groups--are likely to differ in other demographic char-
acteristics, in their economic history, and in certain unobserved charac-
teristics such as "attitudes toward work." Among the disqualified, a
distinction may also be made between those who voluntarily quit a job and
those who are 'involuntarily" discharged because of misconduct. The dis-
charge may be precipitated by a sudden acﬁion that is not part of the
normal behavior of the worker. Such a worker may not be prepared, finan-
cially or emotionally, for the-sudden job separation. Job quitters, on
the other haqd, are more likely to have considered- ' the consequences of

the job separation and may be better prepared for the unemployment spell.

Those who are disqualified subsequent to the start of UI benefit re-
ceipt, usually for refusal of a suitable work offer, are likely to differ
from the other disqualified because they‘are likely to have a more de-
tailed knowledge of the distribution of wagé offers in the labor market.
Any rejection of a job offer is likely to come at a time when the worker
has a more sophisticated notion of what he or she considers an acceptable
wage offer. Because the refusal of suitable work disqualification may
come at any time during the receipt of UI benefits, the worker may have
received most of his or her weekly UI entitlements by the time the dis-

qualification occurs.

For these and other reasons, :he disqualified are not likely to be

a random draw from the pool of the monetarily eligible uneﬁployed.

* . )
The number of respondents varies across the variables because of missing
data. '
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Sex
Male
Female

Total

Race
Indian
Asian
Black
White
Hispanic
Other

Total

Education
. < 6 years
.7, 8, 9 years
10, 11 years
" H.S. graduate
1,-2, 3 years
college -

College graduate
*Graduate school
Advanced degree

Total

Marital status

Never married

Married
Separated
Divorced
Widowed

Total

Number of Children

None
1
2
3
I
5

€6 or more

Total

DESCRIPTION OF RESPONDENTS

Arizona Ceorgia Kansas Louisiana —New York
A N N N N %
59.0 581 753 672 758 52.7
41,0 561 661 417 680 _47.3
100.0 1,142 1,414 1,089 1,438 100.0
4.0 19 17 12 11 0.8
0.3 2 6 1 24 1.7
2.8 385 126 396 149 10.4
77.2 708 1,211 650 1,124~ 78.4
15.0 3 27 16 98 6.8
0.7 6 10 4 27 1.9
100.0 1,123 1,397 1,079 1,433 100.0
2.5 48 18 68 40 2.8
9.4 173 135 145 138 9.7
11,9 . 222 - 189 196 168 11.8
41,1 474 657 455 554 38.8
°27.5 172 330 174 352 24.6
4.5 29 50 30 132 7.1
* 2.1 13 17 7 39 2,7
1.1 2 11 6 36 2.5
100.0 1,133 1,407 1,081 1,429 100.0
20.4 .273 313 265 437 33.8
62.7 657 855 646 756 52.4
2.8 60 40 80 19 5.5
12.3 133 171 74 18 5.4
1.8 18 31 25 42 2.9
100.0 .1,141 1,410 1,090 1,462 100.0
38.4 395 553 366 33.7 684 47.8
18.2 264 269 264 26.3 . 263 18.4
19.8 222 278 215 19.8 214 14.9
9.6 136 169 112 10.3 138 9.6
7.1 57 82 57 5.2 69 4.8
3.8 23 “21 35 3.2 3 2.2
3.1 38 31 37 3.4 33 2.3
100.0 1,135 1,403 99.9 1,432 100.0



Because the data will not permit a direct evaluation of the probability
of leaving unemployment, some characteristics of the beneficiaries and

disqualified are compared.

The comparisons are made for each of the four groups for some vari-
ables but the disqualified are pooled when the data becomes too detailed.
The sample sizes for the comparisons are those used in Table 7. Chi-
square, t, and f statistics are computed where appropriate and test the
null hypothesis that there are no differences between the beneficiaries
and the disqualified. In each table, the level of significance of the
differences are given; we reject the null hypothesis if the results are

significant.

Job Search and Income Characteristics

Duration of Unemployment

The duration of unemployment is the spell of unemployment between
the onset of unemployment and the time the individual returns to work

drops out of the labor force, or the date the questionnaire was completed.

In Tables 8 and 9 the average number of weeks of unemployment of the
respondents is given for the total sample and by sex for each of the four
groups in the study. Several facts become apparent when viewing these
tables. First, for this sample the average duration of unemployment is
considerably longer than the 6 or 8 weeks reported in the literature.

The average value of betwgen 22-31 weeks for all groups is very close to

' the average number of weeks that exhaustees receive UI payments.* Secondly,
in every state, females remain unemployed longer than males and in several
instances the disqualified have significantly longer durations of unem-
ployment than the beneficiaries. Third, the average duration of unemploy-
ment varies widely across the states--ranging from 20.7 weeks for males

in Kansas to 30.9 weeks for males in New York, and from 24.5 weeks for

females in Arizona to 31.5 weeks for females in New York.

N
During the April-June quarter, exhaustees nationwide drew benefits for
22.3 weeks, though not necessarily consecutive weeks (U.S. Department of
Labor, Table 7, September-October 1976).
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Table 8

AVERAGE NUMBER OF WEEKS OF UNEMPLOYMENT FOR EACH CLAIMANT GROUP!

Arizona Georgia Kansas Louisiana New York

Beneficiaries 22.3 28.1 23.0 23.5 31.1
Total Disqualified 23.2* 29.1*  23.7 23.6 31.2
Voluntary Quit . 21,9 27.9 22.0 23.5 25.7%
Discharged for Misconduct 24.6% - 39.9% . 24,9*% 23.0 28.2
Refusal of Suitable Work 24.6 21.9 27.7*% 27.9 40,7%
Total : : 22.3 28.1 23.0 23.5 31.1

*

1The period of observation for the duration ranges from 34 weeks to 52 weeks
(see Table 3).

Disqualified group is significantly different from the benef1c1ary group
at the .05 level.
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Table 9

AVERAGE NUMBER OF WEEKS OF UNEMPLOYMENT BY CLATIMANT GROUP AND SEX!

Ariéona Georgia Kansas Louisiana New York
Male Female Male Female Male Female Male Female Male Female

Beneficiaries 18.8  23.4 26.6 24.4 18.6 24.9 21.8 25.5 31.4  29.9
Voluntary quit ©19.3*% 23,8 23.5 31.0% 19.4 24.1 21.1 26.0 26.2* 25.4
Discharged for misconduct 23.9*% * 26.5 29.1 34.2* 23.8 26.6 21.5 26.1 27.6  30.3
Refusal of Suitable Work -20.3 - 27.6 16.5 24.5 23.3 29.9 24.4 31.4 42.1% 39.7*

Total 20.8 24,5 26.6 29.6 20.7 25.4 21.6 26.3 30.9  31.5

*

1The period of observation for the duration ranges from 34 weeks to 52 weeks (see Table 3).
Disqualified group is significantly different from beneficiary group at the .05 level.




The values of Tables 8 and 9 represent the total length of the ob- ’
served unemployment spell over an observation period of at least 9 months.
This period exceeds the length of the usual 26 weeks of the maximum dura-
tion of unemployment and permits inclusion of the unemployment that ex-
tended past the regular UI period.* The observation period of about 9
months resulted in a truncation of approximately 407 of all the unemploy-
ment spells, so that the true average duration of unemployment of the

sample was longer than indicated in these tables.

On average, the mean duration is virtually the same in Arizona, Kan-
sas, and Louisiana (about 23 weeks), but different in Georgia and New York
(about 28 and 31 weeks, respectively). These observed differences may be
due to the economic conditions prevailing in the state or dfffercnces in
the distribution of demographic characteristics in samples in the five
states. Thus, simple pooling of the data across the states may not suf-
ficiently delineate the role of the economic and UI characteristics of

the states in determining the duration of unemployment.

Hours Per Week Spent Searching
¢ )

.Respondenés were asked how many hours on average they spent searching
for a job. The results are shown in Table 10. Job search theory usually
assumes that job offers appear randomly as the individual searches for a
job. 1t is also assumed that the more time the individual invests in
job search the sooner he or she will receive an acceptable job offer (this
assumption is tested directly in the regression analysis of Chapter VI).
We observe that less than one half of the normal working time is spent
looking for a job. Arizona had the highest aVerage time spent in job

search, 17.4 hours per week, and New York the lowest, 13.9 hours per week.

On average, disqualified respondents spent more time looking than

did beneficiaries. This finding is consistent with the hypothesis that

-~

*
During the period of observation, extended benefits and federal supple-
mental benefits were available to UI claimants. These programs enabled
the individual to receive benefits for as long as 65 weeks. See Felder
and West (1978).
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Table 10

AVERAGE HOURS PER WEEK SPENT LOOKING FOR A JOB

Arizona Georgia Kansas Louisiana New York

Beneficiaries 15.7 14.6 13.2 12.7 12.3
Total Disqualified . 18.2*  16.3 - 14.7%  16.0* 14.4*
Voluntary Quit 17.7*  14.4 14.3 15.3*% 14.3%
Discharged for Misconduct 19. 1* 18.5* 153 17.5% 16.3*
Refusal of Suitable Work 16.7 13.8 ° 14.1 13.1 12.8
Total 17.4 15.8 4.2 15.1 13.9

»

Disqualified group is significantly different from the beneficiary group
at the .05 level. .
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the income available to beneficiaries induces them to spend more time in
 leisure activities. In addition, those who are disqualified for refusing
a suitable job offer appear to spend less time looking for work than do

those who quit jobs or are fired for misconduct.

Pre- and Postunemployment Wage Rates

A key to understanding the differences between the beneficiaries

and the disqualified is the wage paid to the two groups. More than any
other variable at our disposél, it is dsed to défine the economic well-
being of the worker. As is evident in Tables 11 and 12, the average pre-
and post-unemployment wages of the beneficiaries and the disqualified
show statistically significant differences in every state. By a large
margin the beneficiaries had a higher average wage rate. However, there
were almost no differences in the average‘wage rates before and after

the unemployment spell.

The overall wage rates range.from $3.58 pef hour in Georgia to $é.47
per hour in Arizona. In Arizona, beneficiaries had an average postunem-
ployment wage rate that was $1.83 more ber hour than the average wage
rates of the disqualified. The corresponding differences for the other
states were $0.54 in Geofgia, $1.02 in Kansas, $2.61 in.Louisiana, and
$0.80.in New York. These'differences are all statistically significant
at the .05 level and clearly indicate that those workers who quit jobs,
who are discharged for misconduct, or who refuse a suitable work offer
tend to have lower wages than those workers who are laid off duev§o lack
of work., No‘consigtent pattern of wage differences exists among the dis-
qualified claimant gfoups. Disqualified claimants have wages that more
closely resemble those of other disqualified claimants than those of bene-

ficiaries,

The finding of a lower wage rate for the disqualified raises the
issue of causality. Do people who receive low wages quit jobs more .readily
and behave in a way that induces discharges because of the low wage; or,
do people with a history of prior discharges and quits get paid lower
wages? Do employers discount the prior work history of the individual who
quits or is fired? Do these disqualifications perpetuate the job turnover
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" Table 11

AVERAGE PREUNEMPLOYMENT HOURLY WAGE RATE FOR EACH CLAIMANT GROUP

Arizona Georgia Kansas Louisiana = New York

Beneficiaries $5.60 $4.00 $4.64 $5.68 $5.40

Total Disqualified 3.92* - 3.37% 3.81* 3.67* 4.08*
& Voluntary Quit 3.93 3.28 3.73 3.75 4.15
-Discharged for Misconduct 3.96 3.46 4.02 3.59 3.82
Refusal of Suitable Work 3.70 3.36 3.37 3.57 4,22

Total $4.47 §3.58 - $4.09 $4.28 $4.43

* .
Disqualified group is significantly different from the beneficiary group at the
.05 level. .
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Table 12

AVERAGE.POSTUNEMPLOYMENT HOURLY WAGE RATE FOR EACH CLAIMANT GROUP

Arizona Georgia Kansas Louisiana New York
Beneficiaries ' $5.71 $3.97 $4.79 $6.27 $4.67
Total Disqualified 3.88% 3.43% 3.77* 3.66% 3.87%
Voluntary Quit . 3.90* 3.43% 3.71% 3.75*% 3.84%
_ Discharged for Misconduct 3.92*% 3.43% 3.94% , 3.46% 3.84%
Refusal of Suitable Work 3.57% 3.33% 3.22% 4.40% 3.96
06

Total $4.47 $3.58 $4.13 $4.34 $4.

* .
Disqualified group is significantly different from the beneficiary group at the
.05 level. ' '




behavior of the disqualified? Unfortunately, the prior employment history
of the workers in the sample is not known, so it is not possible to eval-
uate the direction of the causality. However, the data are consistent

with the suggestion that, as income increases, the likelihood of being

disqualified decreases.

Base Period Earnings

Another indicator of the relative econbmic well-being of the bene-
ficiaries and the disqualified is the average amount of base period earn-
ings of the two groups.* Table 13 clearly indicates that beneficiaries
are likely to have had greater base period earnings than those who were
disqualifiea. During the base period, beneficiaries earned $1,491 more
than the disqualified in Arizona; $1,424 more in Georgia; $1,228 more
in Kansas; $2,892 more in Louisiana; and $1,922 more in New York. These
figures are all statistically significant and confirm the obéervation
made earlier--the greater the income of the worker, the less likely he
or she is to be disqualified. Although causality is not assumed, these
results are consistent with low-income workers quitting or being fired
more frequently. In Kansas, Louisiana, and New York, those disqualified
for quitting had higher earnings than the other disqualified groups.

" In most states those who refused suitable work had the least amount of

base period earnings.

Weekly Benefit Amount

In every state the weekly benefit amount (WBA) is calculated for
those who are monetarily eligi.ble.‘r For the beneficiaries it is the flow

*In every state except New York, the base period refers to the first four
of the last five preceding quarters before the individual files a claim.
In New York the base period is the preceding 52 weeks. Base period wages
are the wages earned in covered employment.

f‘.the formula for the calculation varies across the states but the WBA is-

always a function of the earnings in the base period. In most states the
WBA is calculated as a fraction (usually 1/24, 1/25, or 1/26) of the earn-
Ings in the quarter in which earnings were highest. Four states calculate
the WBA as a percentage (between 1-23%1) of the annual earnings during the
‘base period; other states calculate WBA as a percentage (between 50-67%)
of the average weekly earnings. In all states there is a minimum and a
maximum WBA. ’
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Table 13

BASE PERIOD EARNINGS FOR EACH CLAIMANT GROUP

Arizona Georgia Kansas Louisiana New York

Beneficiaries $7,732 $6,824 $7,170 $8,698 $7,969
Total Disqualified 6,241* 5,400* 5,942% 5,806* 6,047*
* Voluntary Quit 6,235 5,331 6,186 6,084 6,493
Discharged for Misconduct 6,228 5,481 5,869 5,523 5,976
Refusal of Suitable Work 6,390 5,142 5,194 5,612 5,697
Total $6,721 $5,868 $6,323 $6,686 $6,525

*
The disqualified group is significantly different from the beneficiary group at
the .05 level. _




of UI benefits to which they are entitled until the benefits are exhausted.
For the disqualified, it represents’the value of the benefits not avail-
able for the length of the disqualification period.* The average value

of the WBA for the various claimant groups is given in Table 14. 1In Louisi-
ana the average WBA was $80.91, the highest among the sample states. The
average was lowest in Georgia, $66.48. In each state the beneficiaries

had a significantly higher average WBA than the disqualified. Among the

disqualified, there is no consistent pattern of differences in the WBA.

Since beneficiaries had higher wage rates and base period earnings
it is not surprising that they also had higher average WBAs than the dis-
qualified. The comparisons of this section show that the beneficiaries ¥
are economically better off, but the disqualified have to forego sizable

benefit payments for the period of time they remain disqualified.

Demographic Characteristics

Because the sample selection procedure represented a random draw
from a common-population of UI claimants we wish to test the null hypoth-
esis that groups with certain demographic characteristics are not: more
likely than other groups to become diéqualified. The null hypotheses
were tested for the age, race, sex, educational level, and maritai status

of the beneficiaries and the disqualified.

Age

In each state the average age of the disqualified respondent is lower
than that of the beneficiaries, as is evident in Table 15. The benefici-
aries havean average age of about 36 yéars‘and the disqualified have an‘
_averagé age of about 31 years. This large and significant age difference
'showé that wé reject the null hypothesis of no difference and conclude

that younger claimants are more likely to be disqualified. The observed

*In Arizona, Georgia, and Kansas, UI benefits are available to those who
have a fixed or variable period of benefit postponement and who become
eligible for benefits during a given spell when the disqualification
period is over. In Louisiana and New York benefits are postponed for the
duration of that spell of unemployment for all three disqualifying acts.
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Table 14

AVERAGE WEEKLY BENEFIT AMOUNT FOR EACH CLAIMANT GROUP

Arizona Georgia Kansas Louisiana New York

* Beneficiaries ' - 70.91 69.80 77.60 93,52 79.81

Total Disqualified. 66.29 64.85 73.12 75.40 68.22
' * * * * *
Voluntary Quit - ‘ 66.44 64.37 73.07 76.39 70.62

, Lk % * ’ * *
Discharged for Misconduct 66.12 65.47 74.50 73.64 67.57
* * * * *

Refusal of Suitable Work - 66.30 61.89 67.28 78.57 66.57

Total $67.78 $66.48 $74.52 $80.91 $71.11

*_ : ' o
Disqualified group is significantly different from the beneficiary group
at the .05 level. - : :
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Table 15

AVERAGE AGE BY CLAIMANT GROUP
(Years) '

Arizona Georgia Kansas Louisiana New York

Beneficiaries - 36.9 35.5 °35.5 35.6 39.2
* * * * *

Total Disqualified 31.6 30.3 29.6 30.1 32.5
Voluntary Quit - 33.2 31.1  30.0 31.0 - 33.9
Discharged for Misconduct  29.6 - 29.4 28.9 28.7 28.9
Refusal of Suitable Work  33.5 30.5  31.2 32.3 34.0
Total 33.3 32.0 31.5 31.8 35.6

* _
Disqualified group is significantly different from the beneficiary group
at the .05 level.



age difference when coupled with obserVed differences in previous earn-
ings suggest that those with smaller earnings have less to lose from quit-
ting a job or being fired. Older workers who are separated from a job
usually find it more difficult to find employment; hence, as the worker
ages, he or she is less likely to quit. The older worker is likely to
have had more job experience with the same employer so is less likely to
act in a way to induce being fired. These results imply that the prob-
ability of becoming disqualified is inversely related to age.

Race

In every study state except New York, whites constitute a signifi-
cantly higher percentage of the beneficiaries than they do of the dis-
qualified (see Table 16)., We reject the null hypothesis of no difference
by race and conclude that in all states except New York, whi;es are less
likely to be disqualified. Nonwhites who are disqualified are more
likely than whites who are disqualified to be fired for misconduct.
Relatively few nonwhites compared to whiteé are disqualified for refusing
a suitable work offer. In addition, whites are more likely to be found

among the voluntary quitters than among those who are fired.

Georgia typifies the racial difference between beneficiaries and dis-
‘qualified persons. Whites constitute 71.9% of the beneficiaries but qnly

| 61.7% of the disqualified. When the sample is classified by type of
disqualification, whites represent only 50.2i of those who are discharged
for misconduct but 72.2% of those who voluntarily quit and 80.0% of those
who refuse suitable work., Similar comparisons can be made for the other
states. Part of the racial differences in the likelihood of being dis-
qualified may be caused by discrimination. Because the data can only
show‘relationship and not causality, it is not possible tb'separate dis-

" charges for misconduct that are racially motivated from, say, a greater

propensity of nonwhites to precipitate a discharge.
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Table 16

PERCENT OF WHITE RESPONDENTS

Arizona Georgia Kansas Louisiana New York

Beneficiaries 84.2% 71.9% ' 88.8% 68.47% 75.1%

Total Disqualified 13.77 617" 842" 567" 78.5
Voluntary Quit ‘78.3 72.2 89.5 67.5 82.0
Discharged for Misconduct 1 65.0° 50.2 ~ 76.9 42.8 66.6
Refusal of Suitable Work  87.3  80.0  92.4 54.4 84.6

Total 77.2 65.0 85.6 60.2 76.9

R
Disqualified group is significantly different from the beneficiary group
at the .05 level.
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Sex

In Arizona and Louisiana a significantly higher percentage of males
are beneficiaries than disqualified. 1In Georgia, Kansas, and New York,
there are no statistically significant differences in the percentage of
males who are beneficiaries or disqualified (see Table 17). Because we
are able to reject the null hypothesis of no difference in disqualifica-
tions by sex in only two of the three states it is not possible to make
as strong a statement as was done earlier for age and race differences.
However, note that males are never a higher percent of the disqualified.
From these results we conclude that males are less likely than females
to be disqualified. Differences by sex and the rate of disqualification
may arise because of quitting due to pregnancy, to follow a spouse to a
new work area, to care for an ill child, or to provide domestic services.

These are usually not considered good reasons for leaving.

However, males are more likely to be discharged for misconduct. In
every state‘there is a higher percentage of maies who were discharged
for misconduct than for voluntarily quitting or refusing a suitable work
offer. The results are dramatic and indicate that females are more

likely to qu1t a job than induce a job firing.

Educational Level

Claimants who are disqualified have significantly different educa-
tional distributions and are more likély to have completed at léast 12
years of schooling than the beneficiaries in Arizona, Louxslana, and New
York. 1In the other two states there are no significant differences in
the distribution of the completed levels of school, as is shown in Table
18. Because higher levels of schooling are usually associated with higher
earnings, these results appear to be inconsistent with the earlier find-
ings that the disqualified have lower earnings on the average. However,
the disqualified represents a younger cohort of workers who may be better
educated but who have not reached their full earning potential. In all
states more than 59% of the disqqalifiéd have at least a.high school di-

ploma. In Arizona, Kansas, and New York more than 75% of the disqualified
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Table 17

PERCENT OF MALE RESPONDENTS

Arizona Georgia Kansas Louisiana New York

Beneficiaries 68.8%
*
Total Disqualified 60.1
Voluntary Quit 50.5

Discharged for Misconduct 72.3
Refusal of Suitable Work 43.4

Total 62.9

56.67%

56 .4

45.5
68.3
37.8

56.5

61.7%

58.4
51.9
68.2
44.7

59.4

77.8%

*
65.9

58.6

75.5

59.6

69.5

57.6%
55.3
52.3
71.5
43.3

55.9

* 4
Disqualified group is significantly different from the beneficiary group

at the .05 level.
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. Table 18

DISTRIBUTION OF SAMPLE BY EDUCATIONAL LEVEL

(Percent)
Arizona* . Gebrgia Kansas Louisiana® New York*

Years of Education Benf. |Dsgq. Benf. Dsq. Benf. Dsq. Benf, Dsq. Benf. Dsq.
<6 4.5% 1.4% 6.3% 3.2% 2.1% .9% 9.4% 4.9% 5.0% 2.0%
7, 8, 9 11.2 8.5 16.4 14.7 11.0 8.9 10.3 14.8 12.9 8.5
10, 11 ’ 11.2 12.3 18.3 20.3 13.8 13.3 18.2 18.1 . 11.6 11.8
High school graduate 38.3 42.4 39.2 . 43.2 39.8 50.2 41.9 42.2 35.0 40.1
1, 2, 3 years of ‘college 26.3 28.1 14,9 15.3 24,8 22.8 14.9 16.6 20.3 26.2
College graduate - 5.3 4.1 3.1 2.3 4.9 2.9 3.0 2.7 9.2 6.4
Graduate work 1.6 2.4 1.6 .9 2.5 .5 1.2 .4 2.4 2.9
Advanced degree 1.6 .8 .3 .1 1.1 .6 .9 .4 3.7 2.1
Note: Benf = beneficiaries; Dsq = disqualified group
*
Disqualified group is sigpificantly different from the beneficiary group at the .05 level.




have at least a high school diploma and more than 25% have had at least
some college training. Thus, on the average, disqualified claimants are

more highly educated than those claimants who receive benefits.

Marital Status

Marital commitments may be viewed as reducing the likelihood of
voluntary job separations because such separations reduce household in-
come. Accordingly, married persons would be less likely to be disquali-
fied. In Table 19 the distribution of the sample by the percent married
is given. The table shows that in each state married claimants are less
likely than unmarried claimants (single, divorced, widowed, and separated)
to be disqualified. Among‘those disqualified married claimants are less
likely to be discharged for misconduct than they are to quit a job or re-
fuse a suitable work offer. These findings suggest that voluntary job
turnovers occur less often among married individuals and show that al-
though married claimants constitute more than 60% of the beneficiaries,

they represent less than 51% of those who are discharged for misconduct.

- Summary

The analysis of-tﬁe demographic and income variables that describe
the disqualified and the beneficiaries makes it clear that the disquali-
fied are not a random draw from the pool of all monetarily eligible
claimants. Although claimants with virtually all combinations of at-
tributes have been disqualified, the evidence presented here indjcates
that patterns exist. The disqualified are more likely than be;eficiéries
to be the economically disadvantaged, female, nonwhite, young, and’ un-

married.

The differences invdemographic and incdéme variables suggest that
measuring the variables of major interesf--the duration of unemployment
and the postunemployment experiences of the two groups—-by a simple com-
'parison of the means would not be efficient. .The difference of méans

_ tests assumes some homogeneity in the distributions of the two groups
measured. Because the data show that such homogeneity does not exist,

more appropriate statistical procedures are required.
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Table 19

PERCENT OF MARRIED RESPONDENTS

Arizona Georgia Kansas Louisiana New York

Beneficiaries 72.3% 63.8% 65.5% 70.3% 62.1%

Total Disqualified 58.0* 54.4*, 58.2* 54.4* 48;9*
Voluntary Quit 63.1 59.5 64,1 61.4 53.9
Discharged for Misconduct 49.4 49.4 50.4 43.7 35.4
Refusal of Suitable Work  67.7 45.0  60.2 62.1 54.6

Total 62.7 57.6 60.6 59.3 52.4

D1squa11f1ed group is significantly different from the beneficiary group
at the .05 level,
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V THEORETICAL AND STATISTiCAL CONSIDERATIONS

Section IV describes the significant differences between the bene-
ficiaries and the disqualified in most demographic characteristics. Be-
cause of these differences, simple comparisons of the means of the dura-
‘tion of unemployment may reflect differences that arise due to differences
in the distribution of the demographic characteristics. Multivariate re-
gression procedures are a more powerful means of evaluating differences
between the beneficiaries and disqualified in the duration of unemploy-
ment. A theoretical and statistical review of some of the issues involved
in estimating the factors that contribute to the duration of unemployment
is given below. This section builds on the search theories of Mortenson

(1970), McCall (1970), and Gronau (1971), among others.

Theoretical Considerations

It is assumed that the unemployed worker faces a distribution of -
wage offers, f(w), and that to receive the greatest returns from the uh-
employment period he must search for a suitable job. The worker sets a
reservation wage, wt, and any wage offers below this amount will be re-
jected.* The probability that the unemployed worker will receive an

acceptable wage offer is given by:

®
* .
’ Pt = Prob (wo 3 wt) = J;* f(w)dw . - (1)

The expected duration of uneﬁnployment1~ is defined as E(D) = 1/P.; clearly,

- the higher the reservation wage (given thé‘vage offer distribution facing

N ,
The reservation wage is likely to change over time (see Holt, 1970),
which is why the subscript "'t" is used.

TThe duration of unemployment is the length of the unbroken spell of un-
employment.
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the unemployed worker), the longer the worker is expected to remain un-
'employed. At the same time, the higher the reservation wage, the greater
" will be the expected poétunemployment wage rate. Once a wage offer is
accepted the worker may expect to receive an average wage value of Wy,

where

W =E(w|w zw*)=l
o' o P

=<3
¢ ¢ f wf(w)dw . {2)
t w

*

In addition to the wage value of a job offer, the unemployed worker
is likely to be concerned about the total discounted future returns and
about the nonpecuniary aspects of the job. In discrete form, the dis-

counted value of the income flow from an accepted wage offer is

T -t
2Wh (147 . (3)
t=K+1 o : '

where r is the discount rate, hy the hours of work, and T-k the number

of time periods over which the job is held. If we view the remaining
life of the worker as being divided into the search period, k, and the
work period, T-k, then fhe total discounted income, Y¢, available to the
worker consists of that unemployment income (UI,) that he or she re-
ceives during'the'spéll of unemployment and that income derived ffqm post-

unemployment wage earnings, or

. T
Kk
Y =A+EUI a1+t Wh(l+1r™ % (4)
t &t z: t't
' t=k+l

wh;re A is the worker's initial stock of wealth. The income derived from
UI and other aésets is used.tovfinance consumption and the costs of search-
ing for another joh. Because UI, is usually close to one-half the normal
weekly wage rate of the individual, the unemployed worker trades off the
 receipt of UL and the additional leisure available during the unemp loyment
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period for the larger income”tﬂstbwillrbe derived from accepting a wage
offer, It is.assumed that théigréater the stock of assets (including UI)
available to the unempidfed wdrkef; the better able he or she is to fi-
nance the period of unemployment. At the same time, the larger the assets,
the more likely the worker is. to set a higher reservationiwage. Because
the disqualified worker has benefits postponed for all or part of the pe-
riod of unemployment, he or she»ﬁill be less able to finance an unemploy-

ment spell, and, hence, should return to work more quickly.

Given the above, a two eqhation model of the duration of unemploy-
ment, D¢, and the returns to the search period, W, describes the im-
pact of the receipt of UI on the ith unemployed worker. Our theory sug-
gests that the duration of unemployment is a function of the individual's
assets, Aj, the amount of UI benefits available to him or_her during
the unemployment period, UIj, the wage that is accepted to end the unem-
ployment period, W;, the individual's personal characteristics, Zj, and.
the.prevailing economic conditions in the state, Sj. At the ééme time,
the acceptance wage is a function of the dufation of unemployment, Dy,

"the previous wége rate, Wy, and the personal characteristics of the

worker, Zj. That is:

D, = D (A, UL, W, S, Z) | | (5a)

W= W (0, wlif Z,) 3 - (5b)

The duration of unemployment is also expected to be affected by the
way that the worker ﬁas separated from his or her job. For example, the
worker who quits a job or is fired for misconduct may impart negative
signals to a potential employer, which may reduce the likelihood that the
employer will make an acceptable wage offer; the result is likely to be
" an increased duration of unemployment. The worker who is fired for mis-
conduct is likely to be less prepared for therjob separation than the per-
son who quits. The fired worker is likely to be viewed as less reliable,

and, hence, less productive. On the other hand, the unemployed worker

who refuses a suitable work offer does not impart any particular signal
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to a prospective employer. This disqualifying act should not affect the
likelihood of receiving an acceptable wage offer. Thus, there should be
- differences in the duration of unemployment among those who are job quit-
ters, those who are fired, and those who refuse a suitable work offer.
This information may be incorporated into the duration of unemployment

equation:

Z,) (5a)

D, = Di(Ai’ UIi’ Wi, Qi’ Si, i

i

where Q denotes the type of job separation or disqualifying act.

Empirical Specification of the Model

Several ﬁroblems are encountered in seeking to estimate Equatilons
(4a) and (4b). First, the complete duration of unemployment is not: ob-
served for all individuals in the sample. This is shown by letting DI
be a random variable that defines the complete duration of unemployment
of the worker. Let X be a vector of exogenous variables linearly related
to the length of the period of'unemployment, B and 4 be parameters to be
estimated, and @; the length of the observation period for the ith in-
dividual in the sample, then the observed duration, Dj, is:

.
- <
X +p, 1£D <a
D o (6)
1) - *
=a, if l)1 2 Q'i

The duration variable is censored; that 13; the mail survey did not permit
the observance of the total duration of unemployment of those in the sam-
ple who do not return to work during the observation period. The cen-
soring separates the sample into two groups: those who returned to work

and those who did not return to work during the observation period.

The next problem is to estimate the parameters (B,u) consistently
for the two groups. This problem arises because of the suggested simul-

taneity of the model and the assumption that the duration of unemployment
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is a function of the acceptance wage. If the sample consisted only of
those who had returned to work, then the simultaneity issue could be

- handled using standard techniques. However, the inclusion of those who
di.d not return to work means that the acceptance wage is not determined
for a fraction of the sample and the estimation of the simultaneous rela-

tlonship is nontrivial.

To estimate the parameters of the duration of unemployment equation
a wage equation was used to impute an acceptance wage for those whﬁ did
not return to work.* A tobit estimation procedure was used.f The esti-
mation of Equation (4b) was modified by using the percentage change in
nominal wages and the percentage change in nominal earnings as dépendent
variables. The use of the instrumental variable permitted identification
of the simultaneous model while the tobit procedure providéd,consistent

estimates of the parameters of the duration of unemployment equation.*

Variables Used in the Analysis -

The description, means, and-standafd deviations of thé variables
used in the analysisAare found in Table 20. The demographic variables--
age, race, sex, education, marital status, apd occupation--are used to
control for differences between the beneficiaries and the disqualified in
the distributions of these chagacteristics, as noted in Section III. Also

.1ncluded is the variable HOURS, which measures the number of hours per

. week that the individual spends searching for a job. Search efficiency

1s expected to increase with the amount of time spent searching. Accord-
ingly, there should be an inverse relationship between HOURS and the dura-
tion of unemployment. The variable WAGE measures the wage the worker ac-

cepted ending his or her spell of unemployment or the imputed value of

* L ' -

The imputed wage incorporated information about those who did not return
to work through the inverse of the Mills ratio. Details about this pro-
" cedure are found in Appendix D.
1The tobit procedure is discussed in Appendix

$A-e-1ya (1973) proves that a modification of Tobin's original estimator
is consistent when using a maximum likelihood estimator.
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Table 20

DESCRIPTION, MEANS, AND STANDARD DEVIATIONS OF VARIABLES USED IN THE ANALYSIS

(Standard Deviations in'Parentheses)

Symbo 1 Description Arizona Georgia Kansas Louisiana New York

DUR Duration of unemployment in days 157.739 196.074 160.244 166.609 220.437

(141.095) (159.047) (135.488) (201.427) (171.945)

AGE 22-34 1, if age between 22 and 34 years 477 .570 .517 .555 .480

(.500) (.495) (.500) (.497) (.500)

AGE 35-44 1, if age between 35 and 44 years 174 .140 .128 120 .127

(.379) (.347) (.334) (.325) (.333)

AGE 45-54 1, 1f age between 45 and 54 years .128 .081 .090 .091 .098

(.334) (.273) (.287) (.287) (.297)

AGE 55 1, if-age at least 55 years .087 .056 .078 .057 .141

(.282) (.229) (.268) (.233) (.348)

el MALE 1, 1f male .587 .523 .515 .593 .528
e ‘ (.493) (.500) (.500) (.492) (.499)
WHITE -1, 1f white .783 .640 .873 .629 - .792

(.413) (.480) (.333) (.484) (.406)

EDUC 9-11 1, if completed education between 9 and 11 years .119 .186 .129 .160 .100
(.325) (.389) (.335) (.367) (.301)

EDUC 12 1, if completed high school and no more .401 .430 475 445 .398
: (.490) (.495) (.500) . (.497) (.490)

EDUC 13~15 1, if completed education between 13 and 15 years .279 .172 . 246 .182 .257
‘ (.449) .377) (.431) (.387) (.437)

EDUC 16 1, if completed education was at least 16 years .084 .046 .059 .045 .136

‘ (.277) (.209) (.236) (.208) (.343)

! MARR 1, if married .608 .564 .614 .578 .523
) (.489) (.496) (.487) (.494) (.500)

L HOURS Hours per week spent in Job search 17.509 16.459 14.164 14.943 13.797
: (10.804) (11.535) (9.794) (12.033) (10.158)
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Table 20 (Concluded)

Symbol | _ Description Arizona Georgia Kansas Louisiana New York
WAGE Wage rate on job after unemployment spell, imputed if 4.168 ’ 3.535 3.987 4,063 4,177
not employed , . (2.233) (1.361) (1.743) (2.127) (1.679)

PROF 1, if preunemployment occupation was professional .143 L - .112 .076 .230
(.322) | - (.298) (.256) (.413)

SACLER 1, if preunemployment occupation was sales or clerical .285 - .300 .295 .254
. (.418) - (.437) (.447) (.428)

BLUCOL 1, if preunemployment occupation was trades, crafts, .428 - .465 .486 . 349
or operations (.459) - (.473) (.494) (.472)

IUR Insured unemployment rate in state at time of filing 3.442 3.224 2.810 - 4.208 5.025
’ ‘ (.564) (.689) (.613) (.558) (.828)

EARN Average hourly manufacturing wages in state at time 5.459 4.340 5.237 5.683 5.571
of filing ) (.070) (.060) (.105) (.121) (.078)

SEPR Rate of job separations in state at time of filing 3.985 3.989 4.553 4.513 3.663
(.963) (.613) (1.081) (1.665) (.447)

WBA Weekly benefit amount (equals zero if disqualified) 20.719 20.428 23.522 23.514 19.384
) . (33.973)  (33.388) (37.943) (42.878) (36.676)

wBa? Weekly benefit amount squared (equals zero if 1582.182 1530.698 1991.649 2388.976 1719.713
disqualified) (2779.302) (2770.770) (3599.211) (4838.170) (3694.053)

vQ 1, if disqualified for voluntarily quitting ' .351 .336 .344 .383 .293
(.477) (.472) (.475) (.486) (.455)

DM 1, 1if disqualified for dischargé for misconduct . .280 .333 .271 .282 .210
(.449) (.471) (.444) (.450) (.407)

RSW 1, if disqualified for refusal of suitable work . .057 .018 .062 .052 .235
' o (.232) (.133) (.240) (.222) (.424)

N Number of observations - : 921 828 1121 751 1127




the acceptance wage for those individuals who did not return to work.

As wages increase, the opportunity cost of being unemployed increases

and the worker has greater incentive to return to work. This is the in-
come effect of wages on unemployment. At the same time, higher wages
mean the individual is able to purchase more leisure, that is, remain un-
employed longer. This is the substitution effect of the wage rate. The
income effect is expected to dominate the substitution effect and unem-

. . *
ployment is expected to be inversely proportional to the wage rate.

Three variables were used to measure the impact of the varying eco-
nomic conaitions in the state during the four waves. These variables are
constant for each claimant who filed for benefits during a given wave,
but vary across the waves. The insured unemployment rate, IUR, acts as
a proxy for the state's demand for labor services. As the demand for
workers increases (that is, as the IUR decreases), the avefage duration
should decrease. The variable EARN is the average weekly wage in manu-
facturing industries and is a proxy for changes in the price of labor
services. Wage increases not tied to productiQity increases may reflect
a stiffening of the labor market and increased demand for workers., As

real manufacturlng earnings go up the average duration of unemployment
should decrease. The variable SEPP is. the total number of separations

in manufacturing industries and also reflectstmarket demand. Increases

in job separations are a proxy for increased competition for the avail-
able jobs. Because separations occur for several reasons, it is not clear
what effects increased separations will have on the demand for labor ser-

vices,

The weekly amount of UI benefits, WBA, was used to measure the im-
pact of UI on the duration of unemployment. The WBA reflects the flow
of funds available to the claimant during his or her unempioyment spell.
As the WBA increases, the cost of remaining unemployed decreases and un-

employment is likely to increase. However, using the WBA to evaluate

The existence of fixed consumption expenditures is likely to ensure the
dominance of the income effect. ‘
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the impact of UI has two problems: (1) the weeks of benefit payment is
limited and is often considerably less than the length of the unemployment
spell, and (2) the value of the WBA as a function of the previous wage is
truncated beyond a certain wage rate.* The first problem means that the
WBA cannot be treated as a constant income flow that extends over the dura-

tion of unemployment unlike such nonwage income sources as welfare.

Two separate variables were analyzed to adjust for these limitations
of the WBA. One variable, the maximum benefits available (MBA), measures
the stock of available UI at the beginning of the unemployment period,
and thus is an addition to wealth. The other variable that was used was
the ratio of the WBA to the previous weekly earnings of the worker, i.e.,
the gross earnings replacement. Each variable was estimated in separate
tobit regressions. The results for these variables were not much differ-
ent than those obtained using the WBA. Despite the inherent difficulties
of using the WBA as a variable, it is the most obvious measure of the
receipt of UI and provides greater information than a simple dummy vari-
able indicating UI receipt. Variables that took the value one if the in-
dividual was disqualified for quitting without good cause, dischargéd for

misconduct, or refused a suitable work offer were also used.

In the tobit analysis the WBA variable was used only for those who
were beneficiaries, although some disqualified may have received UI bene-
fits before the disqualification.period began (those disqualified for re-
fusal of suitable work) br after.the disqﬁalification period had ended
{those whose disqualification period was other than the duration of un-
employment). By using this approach the analysis addressés the issue

of what is the impact of the WBA among those who were never disqualified.

*Most states seek to set the WBA at’ approx1mate1y 507 - of the previous
weekly earnings of the claimant. Beyond a certain earnings level the
WBA attains a maximum. Workers with incomes higher than the income
necessary to attain a maximum have a WBA that is often considerably
less than 507% of their previous earnlngs.
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Method of Aggregation

The analysis was performed separately for each state rather than
pooling the data across all states and using a series of state dummy vari-
ables and interactions. Differences in the structure of the UI aystem,
the economic conditions prevailing in each state, and the demographic
characteristics of the indi#iduals in the sample precluded pooling. In
addition, a major objective was the evaluation of the duration of unem-
ployment under different types of penalties. These differences are ob-

served more sharply if the states are not pooled.



VI EMPIRICAL RESULTS--DURATION OF UNEMPLOYMENT

Parameter Estimates

The tobit parameter estimates for the duration of unemployment by
state are given in Table 21. The duration variable is in days of unem-
ployment and the tobit coefficients may be interpreted as the marginal
effects of the variable on the days of unemployment. However, the co-
efficients measure the marginal effects for those whose duration is not
censored. Comparing the coefficients across the states for given vari-

ables enables the differential effect of the variable to be determined.

Examining”the demographic and other characterisfics of the unemployed
worker and their relationship to the duration of unemployment provides
snme‘insight into how these characteristics affect the duration of un-
employment. The results show a fairly consisfeht pattern across the
states. These variables, while interesting in their own right, serve
to correct for differences in the distribution of the personal character-,
istics across the sample of beneficiaries and the sample of the dis- .
qualified.

Demographic Variables

Age

The age pattern presents strong evidence that older workers remain
unemployed longer than do young workers. Relative to the omitted age
group, those 16-21 years old, those who are 22-34 years old have signifi-
cantly longer unemployment durations in Geofgia and Kansas. In each
older age group the duration of unemployment signficantly increases in at
least three states. If the worker becomes unemployed after age 54, he or ;
she will have, on average, 88.7 or more days of unemployment in Arizona,
197.9 more in Georgia, 99.7 more in Kansas, and 217.9 more in New York.
The increases in the length of the unemployment.spell are virtually
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Table 21

TOBIT PARAMETER ESTIMATES OF DURATION OF UNEMPLOYMENT~-~U1 EFFECTS, TOTAL SAMPLE
(Standard Errors in Parentheses)

Demographic Variable

" AGE 22-34
AGE 15-44
AGE 45-54
AGE 55
MALE
WHITE
EDUC 9-11
EDUC 12
EDUC i3—15
EDUC 16
MARR
WAGE
HOURS
PROF
SACLER

BLUCOL.-

Arizona Georgia Kansas Louisiana New York
kK ° %, *AkR
2235.914 1842.359 1545, 648 2051.694 488.979
(700.195)  (1221.151) (870.730) (483.794) (664.573)
*k *RkA
23.734 57.594 49.037 15.444 15.960
(20.868) (25.128) (15.738) (23.524) (24.,340)
' k& *x Rkk K
50.001 80.799 60.845 .161 57.435
(26.665)  (33.142) (22.189) (32.178) (33.853)
i *hk C kkk *k
43.869 128.667 87.795 80.081 53.216
(27.141) (39.991) (25.022) (37.037) (34.215)
- 88,712 197.907™™*  99.604™*  71.237 217.881™**
(30.082) (50.486) (25.841) (44.398) (34.977)
*k Kk :
-4.025 -39.715 -68. 664 -33.119 23.918
(16.008) (19. 600) (14.793) (22.720) (18.119)
Kk L 1 Rk 2 1] kkk
-64.972 -131.550 -93.831 -102.766 -84.211
(17.223) (19.922) (18.516) (19.509) (21.006)
-25.249 41,555 -32.535 -51.560" 90.098™*
(28.754) (30.335) (27.085) (31.025)  (37.802)
*k k% . £ 2.1
-62.428 16.265 -58.411 -63.038 -20.122
(24.406) (26.155) (23.242) (27.486) (30.203)
*% Kk Kk ' *
-63.093 -17.757 -93.516 -70.836 -28.789
(26.159) (30.745) (25.292) (32.540) (32.602)
kK hhk* e
-91.482 -22.871 -93.126 -83.841 -49.239
(34.636) (46.653) (33.869) (48.771) (36.700)
-3.805 -13.357 -13.840 11.806 15.512"**
(14.199) (18.506) (12.372) (17.844) (17.405)
-12.108™™*  -15.256™* -5.701 -9.401" -13.018™"
(3.351) (7.604) (3.958) (5.085) (5.661)
-.918 .349 .530 -.076 .758
(.616) (.831) (.618) (:739) (.810)
6.975 — 1.721 23.191 31.255
(28.499) . (26.574) (41.155) (27.095)
20.132 — 3.736 26.530 16.110
(23.610) (21.069) (29.542) (26.062)
17.558 — 43.133 -1.026 -5.273
(23.530) (20.150) (28.439) (24.380)
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Economic Variables
IUR

EARN

SEPR

Ul Variables
WBA

WBAZ_

o: Standard error of the'linear form

Number of observations

Significant at the 10X level.
Significant at the 52 level.

Significant at the 1% level.
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Table 21 (Concluded)
Arizona Georgia Kansas Louisiana New York
xR
28,788 -23,370 -35.921 -26.858 -.887
(18,946) (20.346) (17.291) (17.106) (12.186)
RkR KRR
~378.693 -290.933 -203.164 -273.534 -9,090
" (134.700) ( 315.426) (-189.297) (90.850) (126.437)
19,051 —31.791 -5.111 -3.672 -19,304
(13.777) (38.875) (22.930) (7.043) (26.284)
kK *
1.381 -1.558 -1.427 1.938 .526
(1.184) (1.272) (.715) (1.031) (.949)
*
-.020 .023 .013 ~-.013 -.003
(.015) (.016) (.008) (.009) (.010)
kK KRk Ahk Akh ARk
179.972 219.326 174,267 204.463 234,723
(5.607) (8.027) (5.053) " (6.406) (7.196)
921 828 1,121 751 1,127



monotonically increasing with each age group. The results demonstrate
very dramatically the reemployment difficulties faced by the unemployed

older worker.

Sex

In two of the five states, Georgia and Kansas, males have a signifi-
cantly shorter duration of unemployment. There were few a priori expecta-
tions about the effects of sex on the duration of unemployment. Although
labor market discrimination against women may exist, the large majority
of women workers compete against other women for the jobs traditicnally
held by women. Under these conditions, employment discrimination is
likely to be manifested in lower wages paid to women in similar job cate-

gories and with similar experience and background.

Race

In each state, whites have a significantly lower duration of ﬁnemploy-
ment than do nonwhites. The shorter unemployment duration for whites
ranges from about 65 fewer days in Arizona to about 132 fewer days in
Georgia. Discrimination in employment is likely to account for a major
portion of the observed differences, but it is beyodd the scope of this
report to determine how much. The finding that statistically equivalent
donwhites, most of whom are black or Spanish surnamed (see Table 11),
will remain unemployed for up to 4 months longer than whites is startling,

given the increased emphasis on reducing employment discrimination.

Education

The higher the educational level of the unemployed worker, the shorter
will be his or her duration of unemployment. The pattern of an inverse
relationship between the years of school completed and the duration of
unemployment is observed for every state except Georgié. Those unemployed
workers who are college graduates can expect to be unemployed 91.5 fewer
days in Arizona, 93.1 fewer days in Kansas, and 83.8 fewer days in Lbuisi-
ana. The results in Georgia and New York, though showing the same pat- -

. tern, are not significant. The impact of a college degree is similar in
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- magnitude for these three states and is consistent with a priori expecta-
tions. Employers generally use education, and particularly a college
degree, as a signal of the expected productivity of the worker. The in-
creased skills that are associated with increased schooling (either
through perception or demonstration) make the worker more attractive to

a potential employer and more likely to receive a wage offer.

Marital Status

Being married has no statistically significant impact on the duration
of unemployment. The findihg of no significance in the group as a whole
may be masking the impact among subgroups in the sample. For example, it
is usually assumed that males with no working spouses would have large
incentives to return to work earlier than males with working spouses or
'single males, Also, females who have working spouses are likely to remain
unemployed longer than those females without working spouses or single
female heads of households. The data do not permit evaluation of this

aspect of the impact of marital status on the duration of unemployment.

Acceptance Wage

For each additional dollar in accebtanﬁe wage the duration of unem-
ployment significantly declines by 12.1 days in Arizona, 15.2 days in
AGeorgia, 9.4 days in Louisiana, and 13.9 days in New York. This result
appears to be in conflict with the assumpfion that BD/aw* > 0; that is,
the duration of unemployment is positively related to the reservation
wage. However, neither the reservation wage nor the distribution of job
offers,-both key aspects of the duration-reservation wage relationship,
was analyzed in this study. The relationship is more accurately describeﬂ
aDi/au&*lf(w)i > 0; that is, for any giQen wage offer distribution facing
the ith gneﬁployed worker, the highef the reservation wage the longer the
duration of ungmployment. The negative relationship between the wage rate
and the duration of unemployment suggests that the higher the wage the
more costly it is for the worker to remair unemployed, and the sooner the

worker returns to work.
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Hours of Search

Contrary to expectations, the amount of time spent in job search
activity did not significantly reduce the duration of unemployment.
A basic assumption of job search literature is that wage offers appear
randomly during those units of time devoted to search. Thus, increases
in thé hours devoted to search activity would increase the likelihood of
receiving an acceptable wage offer. If a relationship does exist between

search intensity and search duration, we were unable to find it.*

Occupational Differences

For the most part, the last occupation that the worker had before
becoming unemployed did not contribute significantly to the duration of
unemployment. The profeésional group was expected to have found émploy-
ment sooner than the omitted group of service workers. These results sug-
gest that the distribution of wage offers does not vary across occupations
once such factors as the education level and the acceptance wage are ac-

counted for,.

Economic Effects

The variable IUR measures the unemployment fate; as it increases--
signaling a tightening of the labor market--the competition for existing
jobs and the average duration of unemployﬁent are expected to increase.
This hypothesis is not confirmed by the data. kInstead, in the state of
Kansas, the only instance in which the increase is significant, the IUR
variable is negative, suggesting that the duration of unemployment in-
creases as the unemployment rate decreases., The evidence for an inverse
relationship between the duration of unemployment and the unemployment

rate is not conclusive and awaits further analysis.

*Thé lack of s{gnificance of the hours of search variable may be related
to measurement difficulties. The individual in the sample was asked to
recall how many hours he or she spent looking for work over a period of
about 9 months.  The use of that variable produces high standard errors
and no significant effects. Previous research by Felder (1975) showed
a significant negative effect of hours of search on the duration of un-
employment.
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- As the demand for workers increases, the average hourly wage paid

to employed workers is expected to increase. The variable EARN, the
average hourly wage rate in manufactﬁring industries, is a proxy for
changes in labor demand. The significant negative relationships for
Arizona and Louisiana reflect the impact of increases in demand on the
duration of unemployment. The variable SEPR is a proxy for the level of
turnover in the labor market. As job separations increase, the duration
of unemployment is expected tc increase as job competition increases and
the number of separations reflect reduced demand. This variable does not

significantly affect the duration of unemployment.

The estimation results for the parameters of the economic variables
are disappointing. These three variables did not capture the uncertain
economic conditions that surround the unemployed worker. Also, ;here
were only four different observations (corresponding to the four waves)
for each variable,band this may have contributed to the lack of sig-

nificance of the economic effects.

Tests of Hypotheses

The tobit regressions are used to test the following null hypotheses
about the duration of unemployment:
Hypothesis 1: The receipt of UI has no effect on the duration of
unemp loyment.

Hypothesis 2: There are no differences in the duration of unemploy-
S ment related to the type of disqualification.

Hypothesis 3: There are no differences in the duratiéh of unemploy-
ment of the beneficiaries and those who are disquali-
fied because they voluntarily quit without good cause.

Hypothesis 4: There are no differences in the duration of unemploy-
ment of the beneficiaries and those who are disquali-
fied because they were discharged for misconduct.

Hypothesis 5: There are no differences in the duration of unemploy-
ment of the beneficiaries and those who are disquali-
fied because they refused a suitable work offer.

To test these five null hypotheses, the duration of unemployment

equation was estimated with five separate groups. The parameter esti-

mates discussed above came from the testing of Hypothesis 1. The four
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other parameter estimates of the non-UI variables are similar to rthose
shown in Table 21 and in Appendix E. The Ul and disqualification param-

ater estimates are shown in Table 22.

Hypothesis 1: UI Effects

When the beneficiary and the disqualified samples are pooled, we

* The esti-

detect significant UL effects in only two of the five states.
mates suggest that in Kansas beneficiaries have a significantly shorter
duration of unemployment than the disqualified. In Louisiana, benefici-
aries have a significantly longer duration of unemployment than the

disqualified. The findings for Kansas appear to be at odds with much of
the empirical evidence regarding the impact of the UI on the duration of

unemployment.+

The quadratic form suggests that for every $10 increase in the WBA,
the duration of unemployment declines by an amount that depends on the
value of the WBA. For example, at a WBA level in Kansas of $70, the de-
cline in the duration of unemployment is 36.2 days,* but at a WBA of $55
the decline in-the duration of unemployment is 39.2 days. Because of the
- quadratic; the vélue of the decline in the duration attains a maximum,
which for Kansas occurs at a WBA of about $55. For Louisiana, the re-
ceipt of $70 in WBA means thétAthe duration of unemployment will increase
by 72.0 days, which is close to the maximum increase. At $55, the in-

crease in the duration of uhempldyment is 67.2 days.

°

*In New York the refusal of suitable work disqualifications have a heavier
than normal weighting and restrict the ability of the equation to produce
significant estimates. This problem occurs to a lesser extent in the
other states. .

TResearchers usually have discovered a positive relationship between the
receipt of UI and the duration of unemployment. Hamermesh (1977) pre-
sents an excellent review of the empirical evidence of the UI/duration
relationship. -

*The change in the duration = -1.426(70) + .013(70x70) = -36.2 days.
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PARAMETER ESTIMATES OF UI AND DISQUALIFICATION VARIABLES
(Standard Errors in Parentheses)

Group Variable Arizona Georgia - Kansas Louisiana New York

1. Pooled bene-~ WBA 1.381 -1.558 - -1.427°F 1.938" .526
ficiaries (1.184) (1.272) ¢ .715) (1.031) ( .949)
and all 2 . : *
WBA -.020 - .020 .013 - .013 - .003
~disqualified ( .015) ( .016) ( .008) ( .009) ( .010)
. ke Fokk
2. Pooled bene- vQ - .858 -29.590 16.385 -57.483 -63.710
ficiaries (16.806) (22.158) (14.515) (23.053) (21.791)
_;:i ::iified DM 18.107 32.053 20.833 -74.606"" -65.033"""
q (17.972) (23.296) - (15.757) (25.099) (24.120)
; dodcke Fokok Fkeke
RSW - 49.171 | -127.327 75.968 18.945 82.962" "
(30.588) (60.687) (26.687) (42.764) (22.723)
: * - * *
3. Pooled bene- WBA - 2.008" - 732 -1.170 .1.891 1.562
ficiaries Ay (1.233) ( .737) (1.057) ( .844)
: *
:2§unt.ry WBAZ - .026 .016 .012 - .012 - .008
Mt e ( .015) ( .015) ( .008) ( .010)  ( .009)
. | i
4. Pooled bene- WBA 1.481 -2.767" -1.415" 2,536 1.824"
ficlaries (1.326) (1.503) (' .806) (1.104) ( .997)
::it:i:'for wBAZ - .022 .034 ~.015 - 0207 - .009
' .016 .01 . . .
misconduct ( > (.019) ( .008) ( .010) ( .010)
5. Pooled bene- WBA .716 2.806 -2.809™"" .129 -2.469"
ficiaries (1.493) (2.199) ( .974) (1.595) (1.131)
:2fc::f:"d wea? - .020 - .013 .026™ .005 .016
suit ( .017) ( .022) ( .009) ( .013) ¢ .ol1)

y—
(=]
p

acral
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Significant at the .
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Significant at the .0

level.
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The evidence from Kansas and Lcuisiana suggests that disaggregation
of the disqualified group into their three components might provide more
insight into the relationship between the beneficiaries and the disquali-
fied. The disqualified may not be a homogeneous group as relates to their
readiness for employment, hence, thev may have very different durations
of unemployment. The remaining hypothesis tests seek to differentiate
the duration of unemployment of the various disqualified groups relative

to the beneficiaries.

Hypothesis 2: Disqualification Effects

The beneficiaries and. the disqualified were pooled but in place of
the WBA variables three dummy variables representing the three disqualify-
ing acts were used. THese variables tested the differential impact of

being in the various disqualified groups on the duration of unemployment.

Voluntary Quits

In Louisiana and New York those who voluntarily quit work and
are subsequently disqualified have 57.5 and 63.7 fewer days of unemploy-
ment, respectively,‘than those who receive UI benefits. The coefficients
for the other states are not significant. The finding that job-quitters
who are disqualified return to work sooner is consistent with the hypoth-
esis that these workers planned for the unemployment period and more
quickly returned to work. (However, compared to those who were fired,
there may not be significant differences. The lack of difference be-
tween the quitters and the fired reduces the likelihood that the quitters
were better prepared.) The reduction in the duration of unemployment for
the quitters is consistent with the earlier finding that in Louisiana

those who receive benefits are likely to remain unemployed longer.

Discharge for Misconduct

Relative‘toitﬁose who receive Ul benefits, thosé who are discharged
for misconduct in Louisiana and New York have 74.6 and 65.0 fewer days of
unemployment, respectively. The other coefficients are not significant.
These results also confirm the increased duration of unemployment of

those who receive UI benefits.

78



Refusal of Suitable Work

In three states--Georgia, Kansas, and New York--those who refuse
shitable work offers have significantly different durations of unemploy-
ment. In Georgia they have 127.3 fewer days of unemployment than the
beneficiaries while in Kansas and New York they have 76.0 and 83.0 more
days of unemployment, reSpectiyely. The results for Kansas and New York
clarify the earlier findings for those states. The éoefficients on WBA
and WBAZ were not significant for New York when all the disqualified were
pooled, because in New York the refusal of suitable work group had a longer
duration of unemployment while those who quit or were discharged had a
shorter one. The net result was no significant impact with the total
sample, In Kansas the significantly longer duration for those who refused
'a suitable work offer means that a significant portion of the negative
impact of the WBA variable (Hypothesis 1) comes from the longer duration
of'thqée who fefused suitable work. In Georgia, by contrast, those who
refused a suitable work offer had a significantly lower average dutatidn
of unemployment. This result is somewhat surprising given that those
disqualified fdr refusal usually have received some benefits prior to the
disqualification and this result suggests that they return to work not

very long after the disqualification occurs.

The results of the test of the disqualification effects provide in-
formation that is not available through a test of the UI effects alone.
The major finding is that the reaction to the duration of unemploymént
of the disqualified worker depends very much on the reason for the dis-
qualification. Thé evidence presented here suggests that those who quit
or are fired will return to work sooner than those who‘receivé benefits.
However, those who refuse suitable work, on average, will remain unemployed

longer.

Test of Hypotheses 3, 4, and 5

To test hypotheses 3, 4, and 5 the beneficiary group was pooled with
each of the disqualified group. The pooling permitted a direct evaluation
of the impact of the disqualification penalty.
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The three tests for the effects of UI on the duration of unemployment
confirm what was observed earlier--the disqualified do not react in the‘
-same way as the beneficiaries to unemployment. However, the pattern of
the results differs across the states. The strongest effects are observed
when the beneficiaries are pooled with those who were discharged for mis-
conduct. In two states, Georgia and Kansas, the duration of unemployment
for those who received UI benefits was significantly less than that for
the disqualified, which is consistent with the hypothesis that those who
are fired are less attractive to prospective employers, and hence remain
unemployed longer. On the other hand, in Louisiana-and Georgia, those

who are fired return to work sooner than those who receive UI benefits.

Impact of Different Disqualification Penalties

In Arizona, Louisiana, and New York those who are disqualified for
voiuntarily quitting without good cause have significantly shorter spells
of unemployment than do those who receive benefits. In each of these
states the disqualificafion penalty for volﬁntarily quitting is that bene-
fits are postponed for the duration of unemployment. In Louisiana and
New York those disqualified because of discharge for misconduct also have
significantly shorter spells bf unemployment than do those whovreceive
benefits. However, in Georgia and Kansas where benefits are postponed
for a fixed or variable number of weeks, those who are disqualified be-
cause of a discharge for misconduct have significantly longer durations
of unemployment than do those who receive benefits. 1In each instance,>
when benefits were postponed for the duration of uhemployment the dis-
qualified worker had a shorter average spell of unemployment than did
those who received benefits. Also, when benefits were posfponed fdr a
fixed or variable number of weeks, the disqualified had a longer average

spell of unemployment than did those who received benefits.

The results show very dramatically that, on average, when benéfits
are denied for the duration of unemployment the disqualified worker goeé
back to work sooner than the unemployed worker who received benefits; when

benefits are denied for a fixed or variable period of time that is less
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than the duration of unemployment, the disqualified worker remains unem-
ployed longer than the unemployed worker who received benefits. The type
of penalty matters. The more stringent the disqualification penalty, the
'sooner the disqualified worker is likely fo return to work. This conclu-
sion is consistent with the findings of a significant negative impact of
the receipt of UI in Kansas; it is consistent with the finding of a sig-
nificant reduction in the duration of unemployment in Georgia for those
who were disqualified due to refusal of suitable work (Georgia has a
duration of unemployment penalty for that type of disqualification); and
this conclusion is also consistent with differences in the signs (depend-
ing on the state) of the effects of UI on the duration of unemployment.
When benefits are postponed for a fixed number of weeks the disqualified

claimant has an incentive to remain unemployed longer.

Predicted Duration of Unemployment

Predictions of the durétion'of unemployment‘are pfe§eﬁEed:iﬂ'Tables
23, 24, and 25. The predictions are made using tobit eétimétions on the
pooled samples of the beneficiaries with each disqualified group. The
prediction equation* is:

N P m—2

DJ,=B B, GEL+...+521WBABJ+BWBAJ (7)

where " indicates the predicted value of the duration variable o1 the
estimated coefficient, —— indicates the mean value of the variable, and
j is the grohpAfof whichzthé estimate was-made.. The prediction equations
for the beneficiaries include the méan value of the WBA and wBAZ of the

‘beneficiaries, B, and are zero for the disqualified.f The prediction

.The tobit prediction equation is nonlinear and uses the normalized co-
efficient, ﬁ/o, rather than the nonnormalized coefficient, B. However,
this representation provides a v181b1e example of the predict1on pro-
cedure.

fThe predictions vary for the beneficlarles across the three groups with
which the beneficiaries are pooled because of changes in the sample sizes
and the variation in the distribution of variables across the various
pooled samples.
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Table 23

v

PREDICTED NUMBER OF DAYS OF ﬁNEMPLOYMENT--VOLUNTARY Qu:

-

Arizona | Georgia Kansas Louisi

Benf. Dsgq. Bgnf. Dsq. Benf. . Dsq. Benf.

Total 206 257" 295 185" 212 268" 279
: dek ek P

Males 198 261 309 191 179 . 223 270
*k : - dkkk

Females 221 252 281 178 248 316 300
* *% . *k

White 195 248 277 167 208 262 262

. | |
Nonwhite 266 317 0 232" 274 338" 323

Note: Benf. = Beneficiaries; Dsq. = disqualified group.

*
Statistically significant at .10 level.
Statistically significant at .05 level,
kk
Statistically significant at .01 level.
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PREDICTED NUMBER OF DAYS OF UNEMPLOYMENT--DISMISSED FOR MISCONDUCT

Arizona

Benf, Dsq.

Total . 218 232

Males - 214 235
Females 226 225
White 206 220
Nonwhite 262 274

Note: Benf., = beneficiariés; Dsq. = disqualified group.

" Table 24

Georgia Kansas Louisiana
Benf. Dsq. Benf. Dsq. Benf. Dsq.
332 347 220 229 278 236"

330 333 204 205 263 229
338 366 264 264 312 2507

292 303 209 217 239 201
392 415 286 304 339 286

* ‘
Statistically significant at .10 level.
Wk
. Statistically significant at .05 level.
ek :
Statistically significant at .01 level.

New York
Benf. Dsq.

347 276"%
*kk

359 285
328 262"
324 254
ki

408 334




PREDICTED NUMBER OF DAYS OF UNEMPLOYMENT--REFUSAL OF SUITABLE WORK

Arizona
Benf.  Dsg.
Total - 211 209
Males 203 208
Females 227 211
White 201 199
Nonwhite 261 256

Note: Benf. = beneficiaries; Dsq. = disqualified group.

Table 25

Georgia Kansas
Benf. Dsq. Benf. Dsq.
296 266 210 220
286 248" 187 189
303 283 232 251
269 237 206 213
367 343 279 295

*
Statistically significant at .10 level.
¥k ,
Statistically significant at .05 level.
wokk
Statistically significant at .01 level.

Louisiana
Benf. Dsq.
285 235"
*k

268 222
*k

309 253
*k

252 205
. sk

371 316

New York
Benf. Dsq.

Kdk

327 267
*kk

355 292
Kk

298 242
kK

311 253
*kk

399 336




method produces the standard error of the prediction and permits a test

- of the statistical significance of the difference. These tables also
show the results of the test of the null hypothesis: 6jQ - ﬁ B = (;

that is, there is no difference in the predicted duration of the disquali-~

fied, Q, and the beneficiaries, B.

The predicted durations of unemployment presented in Tables 23, 24,
and 25 are substantially larger than the nominal 6 or 8 weeks usually
associated with the normal period of unemployment. The Current Population
Survey (CPS) is often used as a barometer of the average duration of un-
employment. For that reason we can compare these results with those of
the CPS. The average duration of unemployment for the unemployed in the
CPS surﬁeys during the time that the sample was observed ranged from
13.8 weeks to 16.5 weeks (see Table 26). On the other hand, the predicted
duration of unemployﬁént of all beneficiaries ranges from 30.0 weeks (210
days) in Arizona and Kansas to a soaring 46.7 weeks (327 days) in New York
(using the predictions from the voluntary quit group). The range for the
voluntary quits disqualified is 29.9 weeks (209 days) in Arizona to 38.1
weeks (267 dayé) in New York. The range of the duration of unemployment
for discharged for misconduct disqualified is from 32.7 weeks in Kansas
to 49.6 weeks in Geofgia. The average range of the duration of unemploy-

ment for those disqualified for refusal of suitable work is from 26.4 weeks

Table 26
DURATION OF UNEMPLOYMENT OF CPS SAM?LE
(Weeks)
1976 1977
Quarter I I1 111 v 1 11 III v

Weeks 16.5 15.9 15.5 15.3 14.8 14.5 13.9 13.8

Source: U.S. Government Printing Office, Employment and Training
Report of the President, Table 4, p. 22 (May 1978).

85



in Georgia to 57.0 weeks in New York. While these predicted weeks of
unemployment duration are substantially higher than the mean duration
of the CPS survey, the diffe:ences between the two estimates are partly

due to differences in the way they are measured.

Secondly, although specific tests were not made of racial or sexual
differences, the predictions indicate that in nearly every category fe-
males remain unemployed longer than males and nonwhites remain unemployed
longer than whites. Other subgroup predictions were not made but the re-
sults may be inferred from the signs and magnitude of the coefficient
estimates. The predictions show that for some subgroups the duration
of unemployment is well above the mean value predicted for the total
group (for example, 75.4 weeks for nonwhites in New York who are cis-
qualified for refusal of suitable work). At the opposite extreme are
such groups as male beneficiaries in Kaﬁsas who have a relatively short
predicted duration of unemployment of 26.7 weeks. Such examples suggest
that a single number attached to the duration of unemployment may mask

large variances in the actual duration.

Thirdly, fhe test ;f the predicted differences between the beneficia-
ries and the disquélified of tﬁe duration of unemployment shows similar
patterns to those of the prédicted coefficients; that is, the disqualifieds
are predicted to have significantly lénger or shorter durations of unem-
ployment than the beneficiaries, depending on the reason for the disquali-

fication and the type of penalty for the disqualifying act.

Predicted Impact of the Penalty

Although the receipt of UI benefits significantly affects the dura-
tion of unemployment, the simultaneous use of the variables that defined
the UL treatment (WBA) and the penalty type produced such serious multi-
collinearity as to make the effects of both types of variables négligible;
Instead, to measure the impact of the penalqy, the duration of unemplby-'
menf was predicted for the disqualified using the value of the WBA that
the individual would have received if he or she had not been disqualified.
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As was true for the earlier predictions, the mean value of the benefici-
aries' WBA is used to predict their duration. The difference, 53 - ﬁq,
is defined as the impact of the penalty on the duration of unemployment.
The predicted differences and tests of significance of the differences
are shown in Table 27. The full set of predicted durations is found in

Appendix E.

The results of Table 27 suggest that if those who were disqualified
were to receive UI payments there would be no statistically significant
differences in the duration of unemployment of the beneficiaries and the
disqualified in Kansas, Louisiana, and New York.* 1In Arizona and Georgia
significant diffefences exist but if the disqualified had received UI
benefits they would have had a éhorter\dﬁration of unemployment than

the beneficiaries of less than one week.

These results combined with the éarlier results regarding the impact
of the receipt of UI suggest that the differences between the benoflciaries
in the duration of unemployment are almost exclusively a function of the
receipt of UI.. The results of this section indicate that if the disquali-
fied had been given the benefits to which they were monetarily entitled
their duration of unemployment'wbuld have been very similar to that of the
beneficiaries. From this analysis it is concluded that any attribute or
behavior that causes disqualification is not necessarily reflected in

the subsequent duration of unemployment.

*
Although the numerical differences are large, the standard errors of
the predicted differences are also large--hence, the differences are not
statistically significant.
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Table 27

PREDICTED IMPACT OF PENALTIESI‘

Arizona Georgia Kansas Louisiana New York
Voluntary Quits
*
Total 6 -5 -2 4 1
Males 4 -3 -3 4 -2
*
Females -2 -2 -1 1 1
: *
Whites 6 -5 -3 5 0
*
Nonwhites 2 -6 4 2 -
Discharge for Misconduct
* - .
Total 6 -3 -2 15 -2
* *
Males -9 -7 0 ) 19 -5
*
Females 2 -4 1 .3 -2
Whites 7 0 -3 12 -3
. . *
Nonwhites : 1 -3 8 10 0
, Refusal of Suitable Work
, * : ' '
Total -7 -3 -7 =20 -3
Jo% *
Males ’ -3 4 -9 -10 =4
*
Females -1 -4 =1 -3 . -2
* .
Whites -5 -4 -8 " =14 -3
kk - i
Nonwhites. 15 -1 -2 7 =4

~

1Calc_.ulated: ﬁQ - Dy with ﬁ calculated at the mean value of the UI
variables for the disqualified group.

* :
Significantly different from beneficiaries at .10 level.

*k v
Significantly different from beneficiaries at .05 level.
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VII EMPIRICAL RESULTS--POSTUNEMPLOYMENT EXPERIENCES

The search theory presented in Chapter IV suggests that the unem-
ployed worker searches for the job that provides the highest expected
value of wage and nonpecuniary returns. The receipt of UI finances the
unemployment period and any extension of the duration of unemployment is
used to find a more satisfactory job. 1In this chapter, the postunemploy-
ment experiences of the beneficiaries and the disqualified people in the
sample are evaluated using the postunemployment labor force status, the
level of job satisfaction, and the relative changes in the postunemploy-

. *
ment wages and earnings.

Postunemployment Labor Force Status

o

The postunemployment labor force status is defined in four categories,
The person (1) found a job and is still working, (2) did not find a job
but is still looking, (3) did not find a job but stopped looking, and (4)

found a job but is unemployed again.

In Table 28 the percentage distribution and the sample sizes of ‘the
beneficiaries and disqualified samples in these four categories are shown.
Much of the information implied by this table has already been discussed
in the previous section but two issues have not been explored before;

The first is the percentage of workers who have apparently left the labor
.force (did not find job and are not looking) and the second is the per-

centage of workers who became unemployed once again.

The percentage of beneficiaries who stopped looking before finding
a job ranged from 33.3% in Georgia to 19.3% in New York. This'finding

that between one-fifth and one-third of all beneficiaries stop looking

* . : .
The analysis in this chapter focuses on those who became employed during
the period of observation; thus, they are a self-selecting group.
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06

3,

4,

Found job,
still working

Did not find job,
still looking

Did not find job,
not looking

Found job, now
unemployed again

*
Total

Note:

Table 28

LABOR FORCE STATUS OF SAMPLE AT THE END OF THE SURVEY

(Percentage in Parentheses)

%*
Numbers may not sum to 100% due to rounding.

Benf. = beneficiaries; Dsq. = disqualified group.

Arizona Georgia Kansas Louisiana New York
Benf. Dsq. Benf. Dsq. Benf. Dsq. Benf . Dsq. Benf, Dsq.
188 364 124 283 226 413 115 292 131 415
(34.7)  (50.2) (37.9) (40.8) (54.6) (47.4) (42.0) (41.7) (38.3) (41.8)

49 162 . 72 197 - 65 192 55 152 114 256
(14.2) (22.3) (22.0) (28.4) (15.7)  (22.0) (20.1) (21.7) (33.3) (25.8)
77 121 109 127 84 179 80 159 66 188
(22.4) (16.7) (33.3) (18.3) (20.3) (20.6) (29.2) (22.7) (19.3) (18.9)
30 78 22 87 39 87 24 98 31 134
(8.7) (10.8) (6.7) (12.5) (9.4) (10.0) (8.8) - (14.0) (9.1) (13.5)
344 327 694 414 871 274 701 342 993
(100.0) (99.9) (100.0) (100.0) (100.0) (100.1) (100.1) (100.0) (100.0)




for a job after about 10 months is very surprising. By contrast, the
percentages of the disqualified who stopped looking ranges from 16.77%

in Arizona to 22.7% in Louisiana. The differences in the percentage who
have stopped looking are significant in Arizona, Georgia; and Louisiana.
It is not known how the respondents interpreted the questions regarding‘
labor force status and it cannot be inferred that those who indicated
that they were not "currently looking for work' were out of the labor
force. However, the data suggest that there may be some differences be-
tween the beneficiaries and the disqualified in the likelihood that the
worker will leave unemployment. Substantiation of any such differences
may have significance for the labor participation rates of the benefici-
aries and the disqualified., The results are consistent with the hypothesis
that some beneficiaries remain in the labor force as long as this is a
requirement for receiving UI benefits., Once these benefits have been ex-

hausted these individuals tend to drop out of the labor force.

Table 28 also shows that between 6.7% and 9.17% of the beneficiaries
and between 10.07% and 13.5% of the disqualifiea found a job during the
period of observation but became unemployed once again. In stateé like
Louisiana and New York, where the disqualification penalty includes reem-
ployment earnings requirements, many of the disqualified may have subse-
quently requalified for benefits. Also, many of the disqualified may have
become disqualified again at the start of the new unemployment spell. How-
ever, the data cannot suppért the tests of any hypothesis regarding new

disqualifications.

Postunemployment Job Satisfaction

Other measures of the returns to search are the levels of nonpecuniary
satisfaction that the worker receives in his or her postunemployﬁent job,
To evaiuate such job satisfaction, each individual was asked io rat§ six
aspects of his or her pre- and postunemploymént jbb: (D vagés, (2) hours
of‘worﬁ, (3) supervisor, (4) type of work, (5) sufroundings,'and (6) chance
for advancement. The null hypothesis was that there were no differences
in the postunemployment job satisfaction of the beneficiaries and the
disqualified. The percentages of the workers satisfied wi;h the various

91



-aspects of the postunemployment job experiences are shown on Tables 29,
30, and 31.

These tables show that there are virtually no differences between
the disqualified and the beneficiaries in the percentages of satisfied
workers, and few differences in satisfaction by race or sex. By far,
workers of all types are overwhelmingly satisfied with their hours of
work, their supervisors, the type of work they are doing, and the sur-
roundings on their jobs. To a lesser extent they are satisfied with

their wages and their chances for advancement.

Postunemployment Wages and Earnings

The most importanf and easily obtained measure of success in job
search is the wage rate obtained in the first job obtained after the un-
employment spell. A more desirable measure of the return to job search
activity is the discounted present value of the wage earnings on the job.*
However, in the absence of those data, the first ﬁage received by the
worker after a spell of unemployment presents a reasonable alternative.

A condition for remqviné the disqualification, when the penalty is the
duration of unemployment, is often that the worker must earn on the post-
unemployment'job an amount equatho’a ﬁultiple of the WBA., Thus, a wbrker
who wishes to remove a disqualification may CHoose to take a job with high
wages but restricted hours. For this reason and because they include the
hours of work per week, the weekly earnings of the worker provides informa-
tion about the returns to search that is not available through an evalua-~
tion of the postunemployment wage rate alone. Accordingly, two\equations
were egtimated to test the hypothesis that the changes in,wagés or earn-
ings are affected by the duration of unemployment and by whether or not
the individual is a beneficiary. The estimated gquations for the ith.

o .

person are of the form: L ’ '

*
The returns to search are given as Equation 3 from Chapter V. They em-
body the flow of funds over the length of time that the job is held.

Jobs that have high wages but last for a very short time may have smaller
returns than jobs with lower wages but longer duration.
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PERCENT SATISFIED WITH JOB CHARACTERISTICS BY UI STATUS

" Table 29

(Sample Size in Parentheses)

Arizona Georgia Kansas Louigiana New York
Benf. Dsq. Benf. Dsq. Benf. Dsq. Benf. Dsq. Benf. Dsq.
Wages 69.0  59.8  62.5  64.2  70.0 3.4  78.1  60.8  68.4  53.0
(203) (435) (136) (358) (260) (489) (128) (372) (155) (530)
Hours of Work 80.8 81.3 82.4 81.5 87.3 83.0 89.8 78.7 82.5 78.2
' (203) (434) (131) (356) (260) (488) (127) (367) (154) (533)
Supervisor 85.1 85.5 86.4 - 87.3 87.3 84.5  94.4 86.4 84.2 85.8
. _(201) (434) (132) (353) (259) (485) (125 (361) (152) (521)
Type of Work 86.7 80.2 80.9 81.6 86.1 82.1 91.1 80.9 85.4 79.1
(203) (435) (131) (354) (259) (486) - (124) (366) (151) (530)
Surroundings 81.3 81.9 78.6 84.3 82.5 - -8l.1 85.0 79.7 78.4 74.3
(203) (437) (131) (356) (257) (486) . (127) (364) (153) (526)
Advancement 58.7 47.9 49.2 56,7 47.3 52.2 68.5 .52.5 52.0 44 .4
(201) (424) (130) (351) (258) (481) (124) (362) (148) | (511)

Note: Benf. = beneficiaries; Dsq. = disqualified group.




%6

Wages

Hours of Work.

Supervisor
Type of Work
Suiroundinga

Advancement

Table 30

PERCENT SATISFIED WITH_JOB CHARACTERISTICS BY SEX
(Sample Size in Parentheses)

Arizona Georgia Kansas
Male Female Male Female Male Female
61.4  64.7 62.6  65.0 67.4  63.6
( 383) ( 225) ( 254) ( 240) ( 411) ( 338)
79.0 84,5 81.5 82.0 83.7 85.5
( 385) ( 252) ( 248) ( 239) ( 410) ( 338)
84,6 86.6 88.1 85.9 84,5 86.6
( 382) ( 253) ( 244) ( 241) ( 407)  ( 337)
83.9 79.9 81.7 81.2 81.7 85.7
( 384) ( 254) ( 246) ( 239) ( 409) ( 336)
81.6 81.9 83.5 82.0 81.8 .81.3
( 386) ( 254) ( 248) ( 239) ( 406) ( 337)
51.3 51.4 55.6 53.6 50.5 - 50.5
( 380) ( 245) ( 248) ( 233) ( 406) ( 333)

Louisiana

New York

Male

65.6 -
( 311)

81.0
( 305)

86.6
( 299)

82.2
( 298)

79.1
( 302)

55.5
( 299)

Female

65.6
( 186)

82.8
( 186)

91.8
( 184)

86.2
( 189)

84.9
( 186)

59.2
( 184)

e ———————————"

Male

58.3
( 350)

77.9
( 352)

85.5
( 339)

81.6
( 347)

79.1
( 345)

50.9
( 336)

Female

54,4
( 331)

81.0
( 331)

85.5
( 330)

79.4
( 330)

71.2
( 330)

41.1
( 319)
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Wages
Hours of Work

Supervisor

Type of Work

Surroundings

Advancement

Table 31

PERCENT SATISFIED WITH JOB CHARACTERISTICS BY RACE

Arigona
Nonwhite White
64.3 62.1
(115) (51D
77.2 82.0
(114) ( 517)
85.2  85.4
(115) ( 514)
80.9 82.6
(115) ( 517)
85.2 80.9
(115)  ( 519)
56,8 50.2

(111)

( 508)

Ceorgia

‘" Nonwhite White
57.5  66.1
( 134) ( 360)
80.5 82.2
( 128) ( 359)
84.9 = 87.7
( 126) ( 359)
76.8 83.1
( 125)  ( 360)
8.25 82.8
( 126) ( 361)
54.0 54.9
( 124) ( 357)

(Sample Size in Parentheses)

(

Kansas

Nogwhite White
54.3 66.9

( 700 ( 679)
79.4 85.0

( 68) ( 680)
79.4 86.1

( 68): ( 676)
79.4 83.9

( 68) ( 677)
79.1 81.8

¢ 67)  ( 676)
"s4uh 5041
68) ( 671)

Louisiana

Nonwhite Hhite

59.1 67.8
(159) ( 339)

7.7 83.3
(157 (335

88.6 88.3
(152) ( 332)

82.2 83.9
(152)  ( 336)

81.7 81.0
(153) ( 336)

52,6 58.5
( 154)  ( 330)

New York
Nonwhite White
51.8 57.3
( 114) ( 567)
75.7 79.9
( 115) ( 568)
81.7 86.2
( 109) ( 560)
81.3 80.2
( 112) ( 564)
75.5 ' 75.0
( 110) ( 565)
44,5 46.4
( 110)  ( 545)




Al NN | (8a)

; W = £ (0, By, 5, Zy) (8b)

where

= Average weekly earnings before the unemployment spell

= Average weekly earnings after the unemployment spell

E < =<
™

= Average wage rate before the unemployment spell

= Average wage rate after 'the unemployment spell

N

= Duration of unemployment
1, if the individual is a beneficiary

= Vector of characteristics of the state

N O W o ¥
]

= Vector of characteristics of the individual.

These equations.were estimated for each sample state using ordinary least
Squares. The means and standard deviations of the variables used in the
regressions are found in Table 32 and the parameter estimates of the

change in wages and'changé in earnings are found in Table 33.

When the dependent variables in these regressions are multiplied by
100, they give the nominal® percentage change ih the wage or earnings.
For those who retu?ned to work, the pgrcentagevincrease:in wages was 5.87%
in Arizona, 8.3% in Georgia, 8.3i in Kansas, 7.3% in Louisiana, and 6.5%
in Ngw York. The percentage increase in earnings was comparable, ranging
from 7.8% in Georgia to 9.5% in Arizona. The average wage or earnings
increase was relatively high, because it occurred over an average period
of about 120 days.f

*
Unadjusted for inflation.

Those in the sample who returned to work had substantially shorter average
durations of unemployment than the entire sample. The averages were 99
days in Arizona, 120 days in Georgia, 102 days in Kansas, 100 days in
Louisiana, and 140 days in New York.
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AGE 22~34
AGE 35-44
AGE 45-54
AGE 53
EDUC 9-11
EDUC 12
EDUC 13-15
EDUC 16
MALE
WHITE
MARR

PROF
SACLER
BLUCOL

IUR

Table 32

HEANS AND, STANDARD DEVIATIONS OF THE VARIABLES USED IN THE
RELATIVE WAGE AND INCOME CHANGE EQUATIONS
(Standard Deviations in Parentheses)

Description . Arizona Georgia Kansas Louisiana
Duration of unemployment in days ° 99.954 120.115 102.899 100.469
(92.434) (113.165) (93.513) (118.360)

1, 1f age between 22 and 34 years ' ) .493 .569 .516 . 549
(.500) (.496) (.500) (.498)

1, if age between 35-44 years - ©o.170 .131 .120 .128
. ) (.376) (.338) (.326) (.335)

1, if age betwsen 45-54 years . .130 .074 .082 .080
i . (.337) (.262) (.275) (.271)

1, if age at least 55 years .074 ) .037 . 069 .051
. ’ (.262) (.189) (.254) (.220)
1; 1f completed education between 9 and 11 years .102 .150 - .109 .157
o ° (.303) (.359) (.312) (.364)
1, . if completed high school and no more L415 431 L4662 .465
: (.493) (.496) (.499) (.499)
1, if completed education between 13 and 15 years .295 .198 .283 .190
(.456) (.399) (.451) (.393)

’ 1, if completed education was at least 16 years .102 .059 071 .055
(.303) (.236) (.257) (.229)

1, if male .605 ‘ .525 .540 .602
' (.489) (.500) (.499) (.490)
1, 1f white .822 .736 .905 .686
. (.383) (.441 (.293) (.465)

1, if married .616 .580 .601 .356
(.487) (.494 (.490) (.497)

1, if prsunemployment occupation was professional .159 - .135 .075
: . . (.338) (.326) (.252)
1, if preunemployment occupation was sales or clerical .269 ——— .301 .310
(.409) (.437) (.452)

1, if preunemployment occupation was trades, crafts. 424 —— 434 .486
or operations (.459) (.467) (.496)
Insured unemployment rate in state at time of filing 3.423 3.243 2.828 4.237
' (.567) (.691) (.627) (.562)

Average hourly manufacturing wages in state at time 5.462 4.342 5.237 5.693
of filing (.070) (.060) (.108) (.11¢)
Rats of ik smaparations in state at time of filing 4,021 4.010 4,559 4.573
(.982) (.633) (1.116) (1.703)

1, if not disqualified . .316 .272 .341 .252
. (.465) (.446) (.475) (.435)

New York

140,944
(120.471)

.536
(.499)

.118
(.322)

.102
(.303)

.073
(.260)

.073
(.260)
.391
(.488)
291
(.454)

<162
(.369)

9513
{.500)

~.828
(.311)

492
(.500)

.232
(.415)

.255
(.430)

.333
(.468)

5.016
(.827)

5.572
(.079)

3.675
(.453)

.220
(.414)




Constant

Duration/1000

Beneficlary

Table 33

PARAMETER ESTIMATES OF THE CHANGES IN WAGES AND EARNINGS EQUATIONS
(Standard Errors in Parentheses)

Arizona Georgia Kansas Louisiana New York

AW AY AW AY AW AY AW AY AW AY
1.686 4.498 -3.066 - .152 -1.178 4.472 - .511 .321 - .581 .840
(2.095) (3.193) (2.804) (3.905) (2.534) (3.843) (1.222) (1.783) (1.780)(2.647)
- .184 .616* 044 - (192 ‘307* - .332 .021 .139 - .303* -.172
( .209) ( .319) ( .178) ( .260) ( .176) ( .268) ( .176) ( .256) ( .178)( .261)
.022 .099 .014 .073 .023 .120*f - .030 .036 - - .056 025

( .042) ( .064) ( .045) ( .063) ( .036) ( .054) ( .050) ( .073) ( .054)( .079)

Demographic Variables

AGE 22-34 a1t - 1 2061 - .052 - .005 - .122" - 077 - .005 - .040 - .171"
(-062) (.09 (.054) (.075) ( .046) ( .067) ( .056) ( .082)  ( .064)( .093)
AGE 35-44 - .118 - .04 .055 - .086 052 - .113 - .062 - .018 .046 ~ .881
(-073) (.1 (.072) (.101)  (.061) (.092) ( .078) ( .113)  ( .090)( .131)
AGE 45-54 - 084 - .09 - .030 - .119 - .04 - .150 - .061 - .118 - .120 - .286""
(-079) (.072  (.090) (.125) (.072) ( .109) ( .090) ( .130)  ( .080)( .131)
AGE 55+ -5t - 203" o3 337 - 104 - L35t 159 - 134 .055 ~ .163
(.090) €.137)  (.116) (.265) (.074) ( .114) ( .108) ( .161)  ( .102)¢ .18
MALE - .006 -~ .116 .048 002 .085™  .o8s .00 .139% 075 .120"
(-046) (.070)  (.041) ( .056) (.039) ( .059) ( .053) ( .078)  ( .047)( .069)
WHITE 064 127 .016 - .05  -..070 - .087 .026 - .027 - .100"- .092
(.054) €.082)  (.047) ( .066) ( .054) ( .086) ( .047) ( .069)  ( .059)( .087)
EDUC 9-11 - .66 - 293" - 051 - .078 - .068 - .132 029 - .068 - .041 .049.
(091) (.139)  (.071) (.099) (.081) (.125) ( .078) ( .115)  ( .110)( .1€3)
EDUC 12 T-0ll - 211 - 046 - .033 - .046 - .183" - 098 - .168 - .088 - 01
: C-077) (.117)  (.060) ( .083) (.069) ( .108) ( .070) ( .102)  { .086)( .12%)
EDUC 13-15 -.om - 350™ o4y 028 - 027 - 119 - 076 = 224" 2059 - .040
(.081) (.126)  (.068) (..095) (.074) ( .115) ( .081) ( .119)  ( .091) (.134)
" EDUC 16+ 2025 - 114 - 028 - .131 - 129 - .113 - .217% - .292" 03¢ o077
(-103) (.156)  (.098) ( .137) (€ .095) ( .147) ( .115) ( .169) ° ( .100) ( .148)
MARR <004 - .048  -.005 015 - .081"" 084 - .03 - .100" - .060 .037
_ (.082) (.064)  (.042) (.059) ( .035) T .053) ( .044) ( .064) .048) ( .069)
PROF - 2772 208™ — - 106 - .196" 015 - .100  .0002 - .00
(.081) ( .123) © (.07 (.109)  ( .102) ( .154)  ( .071) ( .104)
SACLER - .092 - .08 -~ —— - 007 - .153". - .035 - .o78 027 102
(.069 ( .108) ( .060) ( .090) ( .074) ( .109)  ( .068) ( .100)
*ie *k kK *k *
BLUCOL - .239" an e 2™ 205 L o7 - 222 120" .o6s
( .068) ( .103) . (.057) (.103). ( .070) ( .104).  ( .064) ( .094)
Economic Varisbles _ -
IUR 25" oa2 .059  .005 .032 .064 L0046  .004 .048  .090
(.056) (.086)  (.047) (.065) (.050 (.075) ( .042) ( .061)  ( .03 ( .049)
EARN - .370 - .787 680  .134 271 - .874 35 021 . .i09 - .235
(-408) (.615)  (.723) (1.007) (.551) (.834) ( .228) ( .332)  ( .344) ( .506)
SEPR -047 029 - 012 - .059 - .0l  .120 - .005 - .022 - .04 .05
(.04) €.062)  (.088) (.122) (.066) ( .101) ( .017) ( .025) ¢ .072) ( .106)
Mean of the Dependent
Variable .058 095 -083  .o78 .082 094 073 081 -065  .080
r? .063  .069 025 .031 051 .049 027 .039 .053 030
Number of Observations 607 602 459 457 706 697 452 443 647 641

*
Significant at the .10 level
[
Significant at the .05 level

Ak

]
Significant at the .01 level



Yet the regression results show that very little of the variance in
the nominal wage and income changes can be explained by the demographic
'characteristiés of the individual or the economic conditions prevailing
in the state af the time the individual became unemployed. The results
also show that the beneficiary dummy variable or the duration of unem-
ployment variable had almost no significant efféqt. Thus, the model is
poorly specified, the instrument that measures the wages and earnings is
imprecise, or relative wage changes are a random phenomena unrelated to
the variables that are normally associated with wage or earnings changes.
Several alternative specifigftions were used but with similar results;
therefore poor specification is not the likely reason. Although the de-
pendent‘variables‘used gross wages and gross earnings the use of the per-
centage change format reduced any problems arising from the measurement
of the pre- and postunemployment wages. The results are consistent with :
the absence of an effect of the length of the unemployment spell on changes
in wages.* In addition, these results are consistent with the hypothesis
that there are no differences between the disqualified aﬁd the beneficia-

ries in their relative wage changes. -

J The findings of this chapter do not necessarily mean that workers

were not made better off in their postunemployment experiences as a re-
sult of the receipt of UI benefits. Rather, the data available for the
study could not detect the job improvements, if any. Before definitive
statements are made about the postunemployment experiences if may be neces-
sary to get more detailed information about both the pre- and postunemploy-
ment job experiences. For example, it was not possible to evaluate the length
of time spent commuting in the pre- and postunemployment jobs; Such in-
formation would permit a refinement of the wage measure. Nor was it pos-
sible to determine whether the unemployed worker returned to the same
job that he or she had before the unemployment spell; 'If issues such as

. theée are scrutinized, they will provide much greater insight iﬁtb post-

unemployment job experiences. - :

*Because those who returned to work represent a self-selected group--
those who received an acceptable wage offer--it can conversely be argued
that those who did not return to work during the observation period ac-
tually received a higher relative wage.
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VIIT CONCLUSIONS AND POLICY IMPLICATIONS

In the course of this’study, we have raised several intriguing ques-
tions in addition to providing detailed evaluation of the relationship
between the receipt of UI, disqualification from UI benefits, and the
duration of unemployment. On the one hand, this is perhaps the most ex-
tensive'study of the effects of disqualifications on the subsequent
behavior of the individual to date, yet, the potential effects on the
duration of unemployment of the various state disqualification systems
defy easy summary. In this final chapter, a method for summarizing the

findings and some suggestions on how the findings can be used are pre-
sented.

Summary of'Major Findings

We have investigated the relationship between the disqualification
penalties imposed by various states and the comparative duration of
unemployment of those disqualified. The study's uniqueness derives from
the data set and the methodology used, which have enabled the differen-
tial impact of the disqualification penalty to be evaluated. Our major
findings can be summarized as follows:

e There are some statistically significant differences between “I

' beneficiaries and the disqualified.

- Nonwhites and females are more likely to be disqualified than
are whites and males.

— The disqualified are/likely to be younger, better educated, and
less likely to be married tham the beneficiaries.

. = The disqualified liave lower wages and lower base period earnings
_than the beneficiaries.

® There are statistically significant differences between the bene-
ficiaries and the disqualified in the average duration of unem-
ployment. These differemces are influenced by the type of
penalty that is imposed by disqualification.

e In those states im which the disqualification penalty is loss
of benefits for the durationm of the current spell of employment
the relative duration of unemployment of the disqualified is
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shorter than for the UI beneficiaries. In those states that im-
pose the fixed or variable benefit postponement penalty, unemploy-
ment spells are longer for the disqualified.

¢ The average completed spell of unemployment is substantially
higher than the 6 or § weeks that are commonly called the normal
period of unemployment.

¢ The worker who is disqualified will suffer no adverse postunem~
pPloyment job effects as a result of the disqualification.

the beneficiaries raises the question of causality of these differences
in the likelihood of becoming disqualified. Thesge differences are likely

to have occurred for at least three basic reasons:

Employer Discrimination--Firms that are at the maximum UI tax rate

face no additional marginal costs when a former worker chargesvthefreceipt
of benefits against the_employer's account. Employers in this position
may be more willing to reward some employees who are pPrepared to quit by
lettihg them be laid off, hence eligible forAUI benefits, Employers may
be more willing to discharge some groups of workers on the bésis of a
layoff than a discharge for misconduct. To the extent that employers act
differentiélly toward embloyees whq become separated, these differences
may be reflected in different disqualification rates,

Agency Discrimination--Because agencies have discretion in deter-

mining whether the individual is to be disdualified, more stringent rules
may be applied to some groups with regard to accepting suitable work,
what constitutes good cause, or what constitutes dischargé for misconduct.
To the extent that such differential treatment exists, those groups will

be disqualified more frequently.

Differential LaborﬁTurnover--Because the ﬁajor disqualifications in-
volve job turnover issues, either through Eeparétions Or acceptance, some
groups in labor market may more readily quit jobs, may more often be fired
for misconduct, or may refuse job offers more than other groups. Also,

differential job turnover may be self-perpetuating; that is, workers who



that lend themselves to quitting. If this is true, then there could exist
“a cycle of dead-end jobs in the secondary labor market from which come

many of the disqualifications.

Policy Implications of the Findings

This study's results have immediate and significant policy implica-
tions for state disqualification provisions. The finding that disquali-
fications occur at differential rates may lead some states to evaluate
their administrative policies regarding the handling of disqualifications.
The finding that benefit postponement for the duration of unemployment is
likely to cause workers to return to work sooner may lead some states to
consider adopting this type of disqualification penalty (if they haven't
already done so). The finding that workers tend to remain unemployed
for longer periods of time than.preQiousiy ackno&ledged may lead some
states to reconsider the adequacy of their benefit duration. These re-
sults strongly suggest that a fixed week benefit postponement penalty for
disqualifications is likely to have effects that were not considered when

this penalty type was first proposed.

The finding that the duration of unemployment is different for bene-
ficiaries and the disqualified and that these differences may be related to
the types of penalties is the policy issue most germane to this study.
Federal policy, to date, has recommended less stringent disqualification
penalties and limited the disqualification period to about 6 weeks.
Clearly, these recommendations are not being followed by the states. If
the recommendations are to be meaningful théy must be modified, and any
modifications must consider what opé;ative éhiloéophvaill’guide'the
‘recommendations: (1) voluntary unemployment is wotkef caused; or (2)
the length of the disqualification period is related to a normal period
of'uneyployment;- The first philosophy will lead to setting the recom-
ﬁended'benalty period io the duration of unemployment. The second philos-
ophy will require a determination of what is the normal period of unem-

ployment--and thus the appropriate penalty period--which changes as
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prevailing economic conditions change. The prevailing view that the re-
ceipt of benefits helps the worker finance more efficient search not 6nly
may be faulty but may lead to costly benefit payment policies unrelated
to the insurance chéracter of the UI program.
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Appendix A

THE SURVEY INSTRUMENTIS
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Exhibit A-1

INITIAL LETTER REQUESTING
PARTICIPATION IN STUDY

Greetings from SRI!

We need your help.

The U.S. Department of Labor has asked SRI to conduct a survey of people
who filed for unemployment insurance benefits.

Your name appeared in a scientifically selected random sample, and 1t is
vitally important to the accuracy of this research that you participate
in this survey. Enclosed is a short questionnaire that asks about an un-
employment period you had recently. Please read the questionnaire care-
fully and answer each question whether or mot you received unemployment
benefits.

Please be assured that your answers to all questions will be held in the
strictest confidence and no one outside of the study group at SRI will
ever know that you participated in this study.

Please use the .tuped.. self-addressed envelope to return the completed
questionnaire as soon as possible. Your participation is greatly appre-
ciated. )

Sincerely,

Py £, Felldn

Dr. Henry E. Felder, Project Diréctor
Center for the Study of Welfare Policy

SRI ntemational

mmmAn.-mramuumnhm-(415)mnoo-c-u.:srmnss.mmorwxmun-1m
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Exhibit A-2

FALL 1977 QUESTIONNAIRE

aMB #44-877039
Expiration Date: September 1978

UNEMPLOYMENT INSURANCE STUDY

SRI INTERNATIONAL

(STANFORD RESEARCH INSTITUTE)

FALL 1977

This report is authorized by law (P.L. 91-373). While you are ot
required to respond, your cooperation is needed to make the results
of this survey comprehensive, accurate and timely.
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FIRST, WE WOULD LIKE TO ASK YOU A FEW QUESTIONS ABOUT
YOURSELF. YOUR ANSWERS TO THESE QUESTIONS, AS WITH ALL OTHER
ANSWERS TO THIS QUESTIONNAIRE, WILL BE TREATED CONFIDENTIALLY.
THE ANSWERS WILL BE USED ONLY TO DESCRIBE A GROUP OF PEOPLE.
No ONE CAN BE PERSONALLY IDENTIFIED.

Today's Date

/ /

month day year

1. What was your age on your last birthday?

years

2. Which of the following racial or ethnic categories fits you best?
(PLEASE CHECK ONE) ’

D 1. American Indian

D 2. Asian

D 3. Black or Afro-American

D 4. White or Caucasian (Non-Hispanic)

D 'S. 'Hispanic (Spanish-speaking or Spanish heritage)

D 6. Other (please specify:)
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is

O 0000000 &

What is

OOo0on

the highest level of education you hnvc'co-plczcd?

Grade 6 or less
Grade 7, 8, or 9
Grade 10 or 11

Grade 12 (or G.E.D.)

1, 2, or 3 years at a college or university

Bachelor's degree or equivalent from a college or university

Graduate work at a college or university

Advanced degree from a college or university (Masters,

Doctorate, etc.)

your current marital status?
(PLEASE CHECK ONE)

Never married
Hnrri;d
Separated
Divorced

Widowed

How many children do you have? (Please include any adopted or step-
children who are under your care. 1f you have no childrea, please
check category 1.)

..

g?(?%‘

[::] 5. Four
[::] 6. Five

,[::] 7.. Six or wore
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CARK S

L&

DurinG THE MONTH OF NovemBER, 1976, YOU FILED FOR UNEMPLOY-
MENT INSURANCE BENEFITS.

THE FOUR QUESTIONS ON THIS PAGE ARE ABOUT THE
LAST JOB YOU HELD JUST BEFORE YOU FILED FOR BENEFITS,

How much did you like or dialike each of the following aspects of that job?

(PLEASE CHECK ONE BOX FOR EACH ASPECT LISTED)

a. Your wages

b. Your hours of work

c. Y.our sﬁpcnrisor

d. The type of work you did

e. Your physical surroundings

f. Your chances for advancement

 Dis-

Liked Mostly liked

Very Mostly Dis- Very

Much Liked 1liked Much
(1) (2) (3) %)

What were your highest wages on that job, before taxes or other deductions?
(PLEASE WRITE IN THE AMOUNT AND CHECK THE APPROPRIATE BOX)

s U
’ L

]

U

per hour
per week
per month

per year

On the average, how many hours per week did you work om that job?

(number)

hours per week worked on that job

As closely as you can remsember, vhen did you.stop working on that job?

/

mouth  day
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EE;ZS§=5 THE QUESTIONS ON THIS PAGE ARE ABOUT WHAT HAPPENED AFIER_YOU

10.

11.

12.

43,

OaooOoog

FILED FOR U, I, BENEFITS DURING THE MONTH OF NOVEMBER, 1976,

Which of the following did you use to help you find a job after you filed for benefits?
(PLEASE CHECK ALL THAT APPLY)

a. State Employment office

b. Private employment agency '

c. Want ads, p\lace or answered

Union hall

e. Checked directly with possﬁ.ble employer(s)

f. Friends' or relatives' suggestions or leads

g. Other (please describe:)

On the average, how many hours each week would you say you looked for work during this
time? (Include time spent in employment offices or agencies, answering want ads, et:z.)

average hours per week spent looking for work
(number) -

During the month afcer you filed for U.I. benefits, did you receive any income froxm the
following sources?

(PLEASE CHECK ONE BOX FOR EACH SOURCE)

<
[
[
%
o

a.  Ald to l-'aii,lies vith Dependent Children (AFDC or ADC)
b. General Relief or any other welfare payments

c. Food Stamps

~ Social Security

e. Veterans, survivors, or other types of pensions

Hooaon
Oo0oogd

f. Alimony or child support

After you filed for U.I. benefits in November, 1976, did you find a job in which vou
vorked at least 15 hours a week?

D 1. Yes (@75~ Please answer all the following questions
. No @™ Go to question 19 on page 6

4
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14.

16.

18.

"e. Your-physical surroundings

THE QUESTIONS ON THIS PAGE ARE ABOUT IHE LIOB YOU FOUND AFTER
you FI1LeED FOR U.I. BENEFITS DURING THE MONTH OF NovemBer, 1976.

As closely as you can remember, when did you start working on the first
job you found after the month of November, 1976 (i.e., aftet you filed

7
for U.I. benefits)? Date started working:

/ /
month day year

How much do you (or did you) like or dislike each of the following aspects
of this job? Dis-

Liked Mostly liked
Very Mostly Dis- Very
Much Liked liked Much

| n (2 3) (4)
a. Your wages _ D D t] D

b. Your hours of work D
¢c. Your supervisor l ‘
d. .The type of work you do D

What are (or were) your wages before taxes or other deductions on this job?
(1f you no longer have this job, please give highest wages you received.)

$ D 1. per hour D 3. per month
vages : .
D 2. per week D 4. per year .

On the average, how many hours per week do you (or did you) work on ‘this job?-

-

00000
0oooo
00000

£. Your chances for advancement

hours per week worked

Are you still working on this job?

D 1. Yes Please go to bottom of
’ . the next page
D 2. No—but I now have another job : .

D 3. No—1 do not have a job e@ ' Please answer the questions on
) the next page

5
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@PLEASE ANSWER THESE QUESTIONS IF YOU ARE NOT NOW WORKING.

19. Are ydu currently looking for work?
D 1. Yes @3 Go to question 21
D 2. No
20. IF NO, as closely as you can remember, when did you stop looking for
work?
(PLEASE .GIVE YOUR BEST ESTIMATE)
/ / :
month day year
21.

What are the lowest wages that you would accept today on a new job?
(PLEASE WRITE IN AMOUNT AND CHECI( APPROPRIATE BOX)

$ D l.’,..per hour l ! 3. per. month
- wages : g
D 2. per week D 4. per year

Thank you vety much for your participation!

&? Please use the enclosed self-addressed and postage~paid envelope to
return this questionnaire to:

Dr. S, H. Russell - 28281
SRI International
333 Ravenswood Avenue

Menlo Park, California 94025 .
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Appendix B
FORMS USED IN THE UI APPLICATION PROCESS

As shown in Figure 1 of the text, the UI application process consists
of several steps before the individual is certified for benefits or found
to be ineligible. At each step the claimant or the agency may prepare doc-
uments showing what éteps'have been taken. In this appendix a representa-
tivevsample'of these'documents from different states as they pertain to

the disqualification process are shown. These documents are:

Exhibit Bl Job Separation Notice

Exhibit B2 Original Claim for Benefits

Exhibit B3 Notice to Base Period Employers
of Claim Filed

Exhibit B4 Notice of Claim Determination

Exhibit BS Eligibility Questionnaire

Exhibit B6 Eligibility Review Form

Exhibit B7 Notice of Appeal

Exhibit B8 Notice of Satisfaction of

Appeal
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Exhibit B-1
JOB SEPARATION NOTICE

1. Employee’s Name

State of Georgia
Department of Labor — Employment Security Agency

SEPARATION NOTICE

2. $.S. No.

s. State sny other name(s) under which employee worked.

3. Period of Last Empioyment: From

To

4. REASON FOR SEPARATION:
s. LACK OF WORK [}

b. If for other than lack of work, state fully and clearly the circumstances of the separation:

5. Employee received: [:] Wages in Lisu of Notice

[:] Separation Pay D Vacation Pay

to

in the smount of $ for period from
Employer’s
Neme
Addren -
' (Street or RFD)
City State t
: ¥ ZIP Code
- Employer's
Toleph No.
{(Ares Code) (Number)
NOTICE TO EMPLOYER

At the time of separation, you are required by Section 6{a)
of the Georgia Employment Security Law to provide the.
employee with this document. properly executed, giving
the reasons for separation. If you subsequently receive a
request for the same information on an ESA403FF or an
ESA-4190, you may attach a copy of this form {(ESA-800)
as a part of your response.

Ga. ES.A. A Numb

{Number shown on State Quarterly Tax and Wege Report,
Form ESA-4.)

I CERTIFY that the above worker has been separated
from work and the information furnished hereon is true
and correct. This report has been handed to or mailed
to the worker.

Signature of Official o¢ Emptovn of the Emplover
who has first-hand | of the

Titte of Pm‘ Signing

Date C and Relessed to E

MENT INSURANCE BENEFITS.

NOTICE TO EMPLOYEE
SECTION 6{a) OF THE GEORGIA EMPLOYMENT SECURITY LAW REQUIRES THAT YOU TAKE THIS
NOTICE TO THE EMPLOYMENT SECURITY CLAIMS CENTER IF YOU FILE A CLAIM FOR UNEMPLOY-

SEE MEVERSE SIDE FOR ADDITIONAL INFORMATION.

Ga. Code Ann. Sec. 54-642.1

ESA-800 (R-2/77)

PRIVILEGED COMMUNICATIONS — All letters, reports, communications or any other matters, eitﬁet
oral or written, from the employer or employee to each other or t6 the Employment Security Agency or
any of its agents, representatives or employees which shail havebcenwnmn sent, delivered, or made in
connaction with the requirements of the administration of this Act, shall be absolutely privileged and
shall not be the subject matter or basis for any suit for slander or libel in any court of the State of

Georgis.
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Exhibit B-2

ORIGINAL CLAIM FOR BENEFITS

NEW YORK STATE DEPARTMENT OF LABOR - Unemployment Insurance Division

’ ORIGINAL CLAIM FOR BENEFITS
PLEASE PRINT ALL ENTRIES. PRESENT YOUR SOCIAL SECURITY ACCOUNT CARD WITH THIS FORM

1. SOCIAL SECURITY ACCOUNT NUMBER ’

DO NOT WRITE IN THE BOX BELOW

|

2. NAME: rwmrsy MIDOLE INITIAL

LAST

L.O.
3. ADDRESS: NO STREEY AT
Date
CITY, TOWN. POST OFFICE COUNTY 2:P CODE Eff.
N.Y. Dote
3. AGE

5. Show how many people are dependent on you for at least half of their support. (Do not count yourseif)

SPMC Children under 18 0""!.____ Total(if none enter 1e00)
ée. CIRCLE HIGHEST SCHOOL GRADE COMPLETED: "
Grode Scheol ’“‘“ Schoot " College b. Are you ottending school now? DYn DNe
01 23483678 910 1 12 13 14151817 ¢. Dote last ottended if within last yeor [ DAy ym

7. What is your present marital status? Check one

[INever Morried OMorried [ Divorced [J Sepoﬁfed Owidowed

YES
- 8. Have you op:liod for unemployment insuronce
benefits in this or ony other office in the
post 52 weeks ? D

NO

13.

L . . YES
Are you receiving, o will you receive

vacation or holiday pay during your
present period of unemployment? D

NO

9. Do you expect to go back to work for your O
lost employer? .
1 *Yes'* how soon? ________

).

. Do you hove any business or are you

engaged in ony other activity thot brings
in or may bring in income? D

10. Was there o strike, lockout or other lobor
dispute in any place where you worked
ing 1! weeks?

. Are you related in ony woy to any of the

persons for whom you worked or performed
any services during the post 12 months? D

11. Do you beleng to o union? if **Yes®™ enter

nome ond locol.

. Within the lost 12 months hove you worked D

- for o corporation of which you were an officer?

12. Have you applied for or are you receiving:
a. pension or retirement payment?

b. sociol secwrity benefits?

¢. workmen’s compensation or
fisobility } E"',

000 | O;

000 | 0|0

. R‘u.d Yoy Y{: o:m:;'a different name during D

if “*Yes'* whot nome?

- Are you a citizen of the United States?  []

ol oooE @ 0

¥9. LIST ALL YOUR EMPLOYERS DURING THE PERIOD FROM

RT WITH YOUR LAST EMPLOYER and wark bock. Failure to list ol your em
ts:iﬁ'uy) moy result in o reduced benefit rote or o deloy in your benefits. YOU

THRU

loyers and Federal service (civilion and
PLOYERS WiLL BE NOTIFIED

THAT YOU FILED A CLAIM
DATES NAME OF LAST EMPLOYER ) NOT WRITE IN ANY OF
r"—nscm WORK ’ HE SPACES BELOW.
. DAY YR.
STREET
ADDRESS
LAST DAY CITY sTATE 2P CO0E I ciLocx no. IE R. No.
WORKED
Y YRIGCCURATION ON THia J08 WORK LOCA TION. 1F. MARITIME WORKER N
SHOW AATICLE NO. & NAME OF Sl eeks a‘es
} AM NOT WORKING FOR MY LAST EMPLOYER BECAUSE: ndes 540 or
Flel C
IOka:

I YOU WORKED FOR ADDITIONAL EMPLOVERS DURING THE ABOVE PERIOD, PLEASE USE THE OTHER SIDE OF THIS FORM.

->

1 beredy register for work and claim mnemployment inserance benefits. 1 certify 1hat | am now upemployed. that I am ready.

williag and able to wark and that the statements | have

lsw provides severe pesalties for wilful false siatemesnts o obtain bemefits.

L0 3% (1-78) : © CLAIMANT SIGN HERE P>
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Exhibit B-3

NOTICE TO BASE PERIOD EMPLOYERS
OF CLAIM FILED

I;IOTUCE TO BASE PERIOD EMPLOYERS OF CLAIM FILED

GEORGIA DEPARTMENT OF LABOR EMPLOYMENT SECURITY AGENCY

STATE LABOR BLDG. ATLANTA, GA. 30334

EMPLOYERS CO¥ ¢
404 - 656 - 3054

® THE CLAIMANT LISTED BELOW HAS FILED A CLAIM FOR UNEMPLOYMENT INSURANCE BENEFITS AND YOUR OUARTERLY ESA TAX RE .

PORTIS) INDICATE TME CLAIMANT WAS EMPLOYED BY YOU DURING THE OUARTERIS) LISTED BELOW

CLAIMANT'S NAME EJ;E:”‘]SOCIAL SECURITY NO|DATE OF CLAIM
A

l

. DATE OF NOTICE

i

QUARTER/YEAR
EMPLOYER REPORT PAGE &

LL RESULY IN YOUR ACCOUT

USE SOCIAL SECURITY NUMBER AND NAME TO IDENTIFY WORKEF

TO BE CONSIDERED A TIMELY RESPONSE. THIS NOTICE MUST BE RECEIVED AT THE ADDRESS SHOWN ON THE ENCLOSED ENVELOPE NO LATES
THAN FOURTEEN (14} DAYS FROM THE ABOVE "DATE OF NOTICE * FAILURE TO SUBMIT TIMELY INFORNMATION Wi
BEING CHARGED FOR PAYMENTS MADE. A COPY OF FORM ESA-800 FURNISHED TO CLAIMANT MAY ACCOMPANY THIS FORM

R

® YOU MUST RETURN ORIGINAL COPY. OF THIS FORM.GIVING THE COMPLETE REASON, IF NOT LACK OF WORK. FOR SEPARATION. AVOID USE G7

GENERAL TERMS LIKE “INSUBORDINATION.” “VIOLATION OF COMPANY RULES,” “ABSENTEEISM ~ OA “OUIT.*
INSUBORDINATION. TELL WHAT RULE WAS VIOLATED, STATE HOW OF TEN ABSENT. OR REASON FOR QUITTIN

DESCRIBE THE ACT OR ACTS 0F
G IF KNOWN 1F EMPLOYEE QUiT

WITHOUT NOTICE TO ANYONE IN A SUPERVISORY CAPACITY INCLUDE THIS DATA IN SEPARATION INFORMATION SHOWN IN 14) BELOW A COPY

OF ESA-800 FURNISHED CLAIMANT MAY ACCOMPANY THIS FORM,

-

@ SEPARATION CAUSED 8Y. IMPORTANT: DO NOT RETURN THIS FORM 1§ THE SEPARATION RESULTED FROM t ACK OF WORK O\LY

ENTER DETAILED SEPARATION INFORMATION HERE

@ THE ABOVE INFORMATION WiLL 8E MADE AVAILABLE TO THE CLAIMANT FOR MIS REBUTTAL STATEMENT.

[ rormesa-a00 aTTACHE .

@ YOUR EXPERIENCE RATING ACCOUNT WiLl. NOT BE CHARGED FOR ANY BENEFITS PAID ON THIS CLAIM PROVIDED. (1) TIME LY SEPARATION INFOR
MATION IS SUBMITTED ON THIS.FORM IN ACCORDANCE WITH- THE PROVISIONS OF THE LAW, AND (2] 1f THE CLAIMANT IS DETERMINED TO HAVE

BEEN SEPARATED FROM WORK UNDER DISOUALIF YING CIRCUMSTANCES.

| certify the above is true and correct. | understand it is a2 misdemeanor to make a faise statement.

SIGNATURE A TITLE DATE
SEE STATEMENT ON REVERSE SIDE.

ESA419 (R4-76:

s S
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Exhibit B-4
NOTICE OF CLAIM DETERMINATION

CLAIMANT'S COPY
STATE OF LOUISIANA

BATCH NO.______ DEPARTMENT OF EMPLOYMENT SECURITY

BATON ROUGE, LA. 70804 Date
NOTICE OF CLAIM DETERMINATION

Claimant’s Name Effective Date
of Claim
Address
Social Security

Account Number

Blocks checked below show the determination made in accordance with provisions of the Louisiana
Employment Security Law. ‘ : .

m o
@ O

@& 0O

“ 0O

You have not been disqualified. See reverse side Section ( ).

You have been disqualified for benefits from until you have earned,
subsequent to __ an amount equal to
(See reverse side Section 1601.9) .

You have been determined to be not available for work as of
and 30, not eligible for benefits for so long as this condition exists. See reverse side Section
« ) .

Other: See reverse side Section ( )

Findings of Fact

APPEAL RIGHTS: ' If you do not or your employer does not agree with this determination, the area
office shown below should be contacted, in person or by mail, by _- T which is
10 days from the date this determination was mailed to you. Personnel of the area office will assist

in preparing an appeal. If the appeal is not received on or before the date mentioned above appeal
rights will be lost. If you appeal, continue to file claims until a final decision is rendered.

Date Delivered By _Date Mailed By
Aqidrus
Rew. 374
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Exhibit B-5
ELIGIBILITY QUESTIONNAIRE

ELIGIBILITY QUESTIONNAIRE

Ga. Code Annotated 54-609(c) requires that you be abie to work, svailable
for work, actively and in good faith sought snd seeking employment, and
bona fide in the labor market in order to be eligible for benefits.

TO THE CLAIMANT:

On your next reporting dey, Hywmn&lumu fili out this form completaly and bring it with you. i you fail 10 do 0 your clem
will be deleyed.

, Nome : S8 No.

o

1. Lhmummummwmmmywmmmwmmmw«.ymvw'nm

¢ Do : Employer’s Neme Emgiover's Addres “l’. w:'. Resuits

DO NOT WRITE IN

. THIS SPACE
L Whet typs of work are you now trying o fing?
ahmmw-mtmmmm»mn'.mm.mi Dm D"'
H “vas”, what typs end why? .
4. Do you now expect 10 go beck 10 your lest employer? D'b DV.
i “yos”, when? - .
Sbmlﬂmumhmmh? DN. DVu

lMMwmmMMM)mMﬂmum Dua Dv-
work? .

7. Do you limit yourse 10 work only during conteln hours? , O [ ve
H “yas”, whet hours? .

8. Hove you spplisd for or ere you staending school or vocstionsl raining? O e

ammhwm-m.mmwamuummm (LY [ ve
You sarnings or mey bring sermings In the future?

10. Ase you sesking or receiving » ion, soclel ity poy or No Yo
O« O
", bmmmnmbm..mummdu DN. DY-
rymﬂmmmw‘nomw °
“yor", enplein

) onderstond Wt the low provides pensitios for fobe sistements for the purpess of sbtaining bemelts. | swrity 19 e Wuth of my stotemonts

Goorgls Department of Labor — Gmployment Security Agency
: £3A-082 M-
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1.

lg.

-
.

ide

4.

15.

LDOL-ES 11 (R 6/T7)

what transportation can you use to travel to and from wvork?

Exhibit B-6
ELIGIBILITY REVIEW FORM

FLIGIBILITY REVIEW FORM

Name T 2.

| |

First Initiel Last

Did your lasi emmloyar ~ay thet rou would be enllod back:
If yes, indic~te approximats caie cf return .

What kind o work are yom l:nking for? 1et Choice

Yos

Social Security Number

No

2nd Chcice

If >ffered a job, how soon could you begin work?

List any school you are attending or plan to attend:

What is the minimm wage you will accept on your next job? §

a. What hours and shift do you prefer to work?

t. Wbat other hours and shifts are you willing to work?

Circle any date of the week on which you will not work:
Sun Mon Tue Wed Thu Fri Sat
Within what area will you look for and accept work?

operating a farm, etc:

List any work which you are now doing in self-employment, on commission basis, in

List ary pwnsion, retirement or disability pay which you are receiving or _\dll .

receive within the next 52 weeks:

Lescribe any disability (iliness, injury or pregnancy) that may limit work that you

can accept:

a. List ages of children living with you:

b. L:lstmumdad&osaofperunvhovﬂlwoforchudronwhﬂoqurk:

t last three jobs Date Length Kind of
) _left of Job _ |Work

"Reason for

:

Rate

STET

Qaimant's Signature
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Exhibit B-7
NOTICE OF APPEAL

STATE OF LOUISIANA
BOARD OF REVIEV
FOR THE
DEPARTMENT OF LABOR
OFFICE OF EMPLOYMFNT SECURITY

NOTICE TO (APPEALS REFERFF) (BOARD OF REVIEW)

1. CLAIMANT: 2. PERSON FILING APPEAL:
Name ‘ Name
Address Address
Tel No. : Tel No.
3. ss# k. BATCH NO. 5. ISSUE

[<a)

- 1 APPEAL FROM THE DETERMINATION OF THE (AGENCY) (APPFALS REFEREE) ON TFE ABOVE CLAIM
FOR THE FOLLOWING REASONS:

SIGNATURE

- Rtmest—— ——
——tn— e

7. DECISION APPEALED WAS MAILED BY (ADMINISTRATIVE OFFICE) (AREA OFFICE) (APPFALS REFEPET).
€. DATF DETERMINATION WAS MAILED: ’
9. INTERESTEL PARTIES:

Address : / ' Address
Tel No. : Tel KNo.
10. AREA OFFICE ___ 11. DATE
" 12. INTERVIEWER'S SIGNATURE
LBR-1 RY/T7 |
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Exhibit B-8
NOTICE OF SATISFACTION OF APPEAL

Batch No. STATE OF LOUISIANA CFMMAN‘I”S cory
Department of Labor
Office vf Employment Security
Baton Rouge, Louiviana 70804

' NOTICE OF SATISFACTION OF DISQUALIFICATION

Date
Claimant’s | Effective Date of
Name New Claim
Social Security
Address A t Number
Ten Times

Weekly Benefit Amount

The disqualification which was imposed upon you from . as required by law.
has been satisfied in accordance with Section 1601 of the Employment Security Law. You have demomstrated that
you have been paid wages for work equivalent to at least 1en times your weekly benefit amount following the week
in which the disqualifying act occurred and you were separated from your last work under nondisqualifying cir-.

cumstances. You are entitled to benefis as of

Employer's Na—e and Address: =1 I_ AREA OFFICE STAMP 7

LOCLE5 483 Rev 777 e

W
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Appendix C

FORMAT OF THE DATA FROM STATE UI RECORDS AND THE QUESTIONNAIRE

Each of the five states supplied the names and addresses of the in-
dividuals in the sample and a selected set of data. The data were se-
lected randomly and stratified for each of the four groups in the anal-
ysis--benéficiaries, voluntary quit disqualified, discharge for misconduct
disqualified, and refusal of suitable work disqualified. Arizona,
Louisiana, and New York drew the random sample’using the last four digits
of the social sgﬁurity number. Georgia sent the universe of claimants
for the designate§ per{ods,* from which we-drew ﬁhe stfatified random
sample, and then sent the names and social security numbers of these
individuals back to Georgia. Theit Ul fileé'were‘then accessed to pro-
vide the requested UI data. Kansas sent the universe of claimants for
the designated periods, including all data on file, and a random sample

was selected.

We requested data about the UI status of each individual in the
sample, including whether the individual was disqualified and the reasons
for disqualification. Because the sample wﬁs drawn from those who were
monetarily eligible, the weekly benefit amount and the maximum benefits

available (payable) could be calculated for the disqualified as well as
the beneficiaries.

Because the data were received from the states in a variety of for-
mats, a substantial amount of'reformattfng was required to develop a
common data set. Although all of the analysis was performed'separately
for the states, much effort went into making the data consistent across
the various states. In Table C-1 the complete set of data.fron the state
UL records and the questionnaire is described. Table C-2 shows what daﬁa'

~ items were received from the UI records of each state.

*
See Table 4 in the text for identification of the designated periods.
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Table C-1

VARIABLES FROM STATE UI RECORDS AND THE QUESTIONNAIRE

Variable )
Variable Name Source Description
1 IDNO STATE ldentification Number
1st digit = wave number
2nd digit = state number
3rd-5th digits = individual aumber
2 DISQ STATE Disqualification Type '
: O=Not disqualified !
1sVoluntary quit !
2=Discharged for misconduct }
. 3=Refused suitable work i
3 AGE STATE | Age of Claimant - 1977
‘ SEX STATE | Sex of Claimant |
i=Male
2=Female
5 RACE STATE | Race of Claimant
. 1=White
2=Nonwhite
6 DOT STATE Occupation Code
2 digits
7 SIC STATE Standard Industrial Classification
2 digits .
8 OFFICE STATE | Local Office Number
9 ; COUNTY STATE | County of Residence j
Kansas Waves 3 and 4 = FIPS Code
10 BYB STATE Benefit Year Begins (YYDDD)
11 BYE STATE Benefit Year Ends (YYDDD)
12 WBA STATE Weekly Benefit Amount
13 MBA STATE ﬁaxinun Benefit Amount
14 DENBEG VSTAiE Dilqnalification Begin Date (YYDDD)
0 = Not disqualified ’
15 DENEND STATE Disqualification Ending Date (YYDDD)

132 ’ -

0 = Not disqualified
99999 = Indefinite




. Variable .
Variable Name Source Description
16 WEEKSD STATE Weeks Denied
0 = Not disqualified
99 = Indefinite
17 BPWAGES STATE Base Period Wages
18 HIQTR STATE Quarter of High Quarter Wages (YVQ)
19 HQWAGE STATE High Quarter Wages
20 UIEX STATE Regular Ul Exhausted
. ) 1=Yes
2=No
~9=data conflicts
21 ‘ EBEX STATE Extended Benefits Exhausted
CoT . 1=Yes -~ *
2=No
‘=9=data conflicts
2 TOTAMT STATE | Total Amount Paid
23 REGAMT STATE Regular UI Amount Paid
-9=data conflicts
24 EBAMT STATE EB Amount Paid
~9=data conflicts
25 FSBAMT STATE FSB Amount Paid
-9wdata conflicts
26 . | e STATE | Vave Number
2 STATE STATE | State Number
1=Arizons
2=Georgia
3=Kansas.
4=Louisiana
SeNew York « -
28 TODAY QMR Today's Date (YYDDD) -
29 ' AGEQ. Q1 Age
30 RACEQ @ Racial or Ethnic ‘Category
1=Agerican Indian .
2=Asian
3=Black
) ntlhice
S=Rispanic
6=0Qther
133 e, =




Variable

Variable
Name

Sou

rce

Description

31

32

33

34

35

36

37

38

39

EDUC

MARITL

NKIDS

PWAGE

PHOURS
PSUPER
PTYPE
PSURR

PADVA

Q3

Q4

Q5

PREVIOUS JOB

Education
1< Grade 6
2=Grade 7, 8, 9
3sGrade 10, 11
4LaGrade 12

5=1, 2, or 3 years college

6=Bachelor's degree
7=Graduate
8=Advanced degree
9=0ther

Marital Status
l=Never Married
2=Married
3=Separated
4=Divorced
S5aWidowed

Number of Children

l=None

2=0ne

3aTwo

4aThree

5sFour

6=Five

7=Six or more

INFORMATION

Q6a

Qéd

Qéd

Qbe

Q6f

134

Wages
l=Liked very much
2=Mostly liked
3=Mostly disliked
4=Disliked very much

Hours of Work
(Coded as variable 34)

Supervisbt
(Coded as variable 34)

Type of Work
(Coded as variable 34)

Physical Surroundings
(Coded as variable 34)

Chances for Advancement
{Coded as variable 34)

v




Variable

Variable Name Source Description
|
40 PWAGES Q7 Wages/Time Period in V41 ,
41 PRATE Q7a Pay Period (see V40) ’
1=Hour ;
2=Week !
3=Month i
4=Year |
42 PHRSWK Q8 Hours/Week i
]
43 DSTOP Q9 Date Stopped Working (YYDDD) ’
|
J0B_SEARCH INFORMATION |
r—-_-—_ ¥
44 PUBLIC Q10a State Employment Agency i
O=Does not apply X
1=Applies i
]
45 PRIVAT Q10b Private Employment Agency !
O=Does not apply {
1=Applies ’
46 ADS Qloc Want Ads '
O=Does not apply '
1=Applies ‘
47 UNION Qlo0d Union Hall f
O=Does not apply
1=Applies ,
48 EMPLOY Ql0e Checked Directly with Possible Employers {
O=Does not apply . ;
1=Applies
49 FRIEND Qiof Friends'/Relatives' Suggestions
O=Does not apply
1l=Applies
50 OTHER Ql0g Other
1=Did not look
2=Went back to old job !
3=Nonspecific looked for job
4=Training or vocatiomal rehabilitation i
51 SEARCH . Q1 Hours Per Week Searched g
52 AFDC Ql2a AFDC or ADC !
1nYes ;
2=No l
135 -




Variable
Variable Name Source Description

53 WELFARE Q12b General Relief or Welfare
1=Yes .
2=No

S4 FSTAMP Ql2c Food Stamps
1=sYes
2=No

55 SOCSEC Qi2d Social Security
l=Yes
2=No

56 PENSION ) Ql2e Veterans, Survivoers, or Other Pensions
’ . i 1l=Yes
2=No

57 ALIMONY Q12f Alimony or Child Support
: ‘ l=Yes
2=No

58 ’ FINDJOB Q13 Did you find a job after filing?
1l=Yes :
2=No

JOB_FOUND AFTER FILING

59 DSTART Q14 Date started working (YYDDD)

60 WAGE Ql5a Wages
: 1=Liked very much
2=Mostly liked
: . 3=Mostly disliked
C . 4=Disliked very much

61 | Hours Q15b Hours of Work
(Coded as variable 60)

62 SUPER Ql5¢ Supervisor
(Coded as variable 60)

63 TYPE Q15d Type of Work
- (Coded as variable 60)

64 - - SURR Ql5e Physical Surroundings
. (Coded as variable 60)

- 65 ADVANCE Q15f Chances for Advancement
(Coded as variable 60)
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Variable

Variabl
Name

Source

Description

66

67

68
69

70

71

72
73

74

75

76

77

WAGES

RATE

HRSWK

STLWRK

LOOKING

DSTOPLK

MINWAG

E

LOWRATE

‘FLAGS

- Q21

Q16
Ql6a

Q17
Q18

Q19

Q20

Q2la

Wages/Time Period in V67

Pay Period (see V66)
l=Hour
2sWeek
3=sMonth
4=Year

Hours/week

Still working on this job?
l=Yes .
2=No - but have another job
3=No -~ do not have job

Currently looking for work?
" 1=Yes
2=No

Date stopped looking for Work?
(YYDDD)

Lowest Acceptable Wages (see V73)

Pay Period for V72
1=Hour
2=Yeek
3=Month
4=Year

SHOW EDITOR'S CHANGES

FLAGY

FLAG14

FLAG?

TO

Q9

Q14

Q20

Q7

137

Year on "Date Stopped Work"
O=Not Changed
1=Changed

Year on "Date started new job"
O=Not Changed
1=Changed

Year on "Date stopped looking”
O=Not Changed
1=Changed

Wages on last job before filing
O=Not Changed
1=Changed




Variable

Variable
Name

Source

Description

78

79

80

81

83

84

85
86

FLAG16

FLAG21

PWRATE

WRATE

MINRATE

DUR

LFSTAT

NSEARCH

NSOURCE

Qlé

Q21

COMPUTED Vi

Wages on first job after filing
O=Not Changed
l=Changed

Acceptable Wages
O=Not Changed
1=Changed

ARIABLES

Q7, Q8
Ql6, Q17

Q21

Q10
Q2.

Hourly wage rate for previous job

Hourly wage rate for first job
after filing
Minimum acceptable hourly wage ra:q

Duration of Unemplovment .
-9=Q13 or Q19 dates are missing
-10=Computed duration <0

Labor Force Status

l=Found job after filing and
currently working

2=Did not find job and still
looking

3=Did not find job and no longer
looking ’

4=Found job after filing but
currently unemploved

No, of sesrch methods used

No. of income sources used

138 >
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Table C-2

TYPES OF DATA OBTAINED FROM THE STATES

Variable Number Variable Description AZ GA ‘KA LA NY
1 IDNO X X X X X
2 DISQ X X X X X
3 AGE X X X =
4 SEX X X X X
5 RACE X X *
6 DOT X X X X
7 SIC X X *
8 OFFICE X X X X X
9 COUNTY X X X X X
10 BYB X X X X .X
11 BYE X X X X . *
12 WBA X X X X X
13 MBA X X X X X
14 DENBEG X X X X X
15 DENEND X X X X X
16 WEEKSD X X X X X
17 BPWAGES X X X X X
18 HIQTR X X
19 HQWAGE X X
20 UIEX X X X *
21 EBEX X X X *
22 TOTAMT X X X %
23 REGAMT X X X %

24 EBAMT X X X *
25 FSBAMT X X X %
26 WABE X X X X X
27 STATE X ‘X X X X

%
= Not available for NY disqualified

139

"y






Appendix D

THE WAGE EQUATION

hv l






Appendix D

THE WAGE EQUATION

A major variable in explaining the duration of unemployment is the
reservation wage set by the individual. It is assumed that the worker
will accept a wage offur only 1if it equals or exceeds the reservation
wage. For a given wage offer distribution, the higher the reservation
wage the longer is the expected duration of unemployment but the greater
the expected value of the acceptance'wagé; However, the reservation
wage was not observed; instead, we determine the wage offer that the

individual accepts when he or she returns to work.

Let Wt be a random wage offer received by the individual; then the
relationship of the reservation wage and the acceptance wage is defined
for the ith individual by the three equations:

% .
LIFEL U |wt 2W,) (1a)
wai = wi + Ny
E(n) > 0 L a

where ni is an error term.

The model of job search used in the text is structured:

b, = 68U, + ¢W," + 22 + (2a)
Di vi ¢Wi .+ gig € a
W= BW +YD+Z5+ B, | - (2D
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where U is the variable that measures the receipt of UI; wo is the
preunemployment wage of the individual; and 2 is a vector of control

variables. Substituting equation (1b) into equation (2a) produces

= ‘a + - 2a“
D, eui+¢wai+§ig €, ~ ¢ny (2a7)

If ¢ - ¢n = p, then E(T’p) # 0 and a problem arises if equations (2a“)

and (2b) are estimated using ordinéry least squares.

An addition problem arises since Wa and D are distributed

_ *
Bwoi+YDi+§i§+ui if wtiwi
' ' (3
Wai =
Not Available otherwise
+ 27 + P if W > W*
OU; + oWa, +3; a+ Py 't =~
Di = ' (4)
ki otherwise

where ki is the period of observation.

Because the duration variable is truncated, an exclusion of those
who did not return to work means that the estimates of the duration of
unemployment would be biased downward.* But eétinaéion of equation

(2a”) requires the use of an acceptance wage or some proxy measure.

*
Takeski Amemiya, '""Regression Analysis When the Dependent Variable Is
Truncated Normal," Econometrica, pp. 997-1016 (November 1973).
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*
Gronau points out that a bias will result if the wages of one

group are used to impute the wages of another group if there are un-
observed differences between the twb groups (for example, value of time
in the home). Heckman.r demonstrates that the estimation of the condi-
tional wage equation can be refined through the use of the inverse of
the Mills ratio.* The use of the Mills ratio incorporates infofmation
about nonobserved differences between those who do and do not return

to work and so provide a more consistent wage equation.

¥* ‘
Reuben Gronau, 'Wage Comparison--A Selectivity Bias'", Journal of
Political Economy, pp. 1119-1143 (1974).

James Heckman, ''The Common Structure of Statistical Models of Trunca-
tion, Sample Selection and Limited Dependent Variables and a Simple

Estimator for Such Models," Annals of Economic and Social Measurement,
PP. 475-492" (April/May 1974).

#'Specifically, if the joint density of Py and uy 1s bivariate normal,

E(p,) = E(w) =0 ' (5a)
E(pipi‘)‘ = dll | B (5b)
E(uyuy) = 9y : (5¢)
Elpgu)) =0y, ~ (5d)

and given certain other assumptions Heckman demonstrates that the
following 1is true : ) ' :

. - 012
*
Ep, | w, 2w') =E@, | by - (BW_, + YD, + gig) s M
I * 022 A
> = ‘v - B —
By | W, 2 W) = EGi,| u, >- (BW , +yD, + 8.8 =i M
W W .+ + 3,6
where A, = Ei—il—— W, - i o YDI -
1 1-FW) ’ "1 (052)%

and £ and F are the density and distribution function of the standard
normal distribution. The term A, is the inverse of the Mills ratio.
This ratio may be estimated consistently by using probit analysis.
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The steps taken to estimate wage rates for those who did not return

to work were:

Stép 1: Using probit analysis estimate the probability of leaving
unemployment and compute the inverse of the Mills ratio.

In this step observations on the entire sample were used.

Step 2: Include the computed Mills ratio among the regressors in
an ordinary least squares regression of the log of the
acceptance wage. In this step observations on only those

who returned to work were used.

Step 3: Impute a wage rate for those who did not return to work

using the parameter estimates from the wage equatioms.

In the probability of leaving unemplquent equation¥ the dependent
variable took the value one if the individual returned to work during
the observation period and zero otherwise. These probabilities were
estimated separately using a probit technique by state and the UI states

of the individual. The regression results are shown in Tables D-1 and D-2.

The dependent variable for the wage equation was the natural log of
the wage accepted ending the spell of unemployment. The wage equation
was estimated separatély by’s;ate and the UI status of the individual.

The regression tesultélare shown on Tables D-3 and D-4.

* Because of a quirk in the probit computer program that computed the
inverse of the Mills ratio, it was necessary to estimate the probability
of NOT leaving employment. Although that estimation was also made, the
results shown here are for the probability of leaving employment. The
net results are not affected and can be compared with the duration of
'unemployment regressions shown in the text.
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Table D-1

PROBIT PARAMETER ESTIMATES OF THE PROBABILITY OF
BENEFICIARIES LEAVING UNEMPLOYMENT

(Asymptotic Standard Errors in Parentheses)

Variables

Constant

1 if age between 23 and 34
years

1 if age between 35 and 44
years

1 if age between 45 and 54
years

1 if age 55 years or older

1 if male

1 if white

1 if completed between 9 and

12
1 if

1 1if

15

1 if

1 if

1 if

1 1if

years of school
completed high school.

completed between 13 and
years of school

college graduate or more
married

professional occupation

sales or clerical occu-

pation

1 if

blue collar occﬁpation

Weekly benefit amt. ($)

Number of observations

2
X

Arizona
-.508
(.428)

-.077
(.335)

-.543
(.373)

-.217
(.377)

~.789%
(.390)

-.265
(.235)

.102
(.241)

.557
- (.324)

.540%
(.268)

.459
(.300)

.715
(.396)

.050
(.187)

.660
(.395)

.031
(.333)

.389
(.341)

.007
(.005)

295
29.34

* 81gﬁif1cant at the .05 level.
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Georgia
440
(.393)

-.367
(.270)

-.504
(.313)

-. 444
(.350)

-.982%
(.375)

. 257
(.175)

+366%
(.184)

-.039
(.280)

-.099
(.239)

.248
(.280)

.858%

(.422)

-.044
(.177)

(.004)

265

24.10

Kansas Louisiana New York
.328 -.327 -.132
(.413) (.512) (.441)
-.221 ~.846% .010
(.256) (.338) (.335)
-.333 -.022 437
(.301) (.392) (.402)
-.243 ~.678 -.332
(.303) (.396) {.396)
-.482 ~.810 -.329
(.304) (.438) {.395)
.378% ~.357 -.303
(.180) (.276) (.176)
424 .043 .288
(.260) (.255) (.195)
~.529 .250 " -.364
(.277) (.324) (.347)
-.201 .647 .319
(.240) (.295) (.254)
- -.072 .815% .881#%
(.271) (.337) (.306)

172 1.663% 481
(.361) (.524) (.323)
.041 -.205 .017
(.155) (.211) (.179)
494 -.79 -.273
(.311) (.516) (.332)
. .297 -.335 -.455
(.261) (.405) (.279)
174 -.293 . -.182
(.254) (.372) (.262)
-.005 -.012% -.002
(.004) (.004) (.003)
370 220 302
23.14 34.41 42.79

'.vv



Table D-2

PROBIT DISQUALIFIED PARAMETER ESTIMATES OF THE PROBABILITY
OF THE LEAVING UNEMPLOYMENT

(Asymptotic Standard Errors in Parentheses)

Arizona

Variables Georgia Kansas

Constant -.183 .312 ~.157
(.245) (.232) (.265)
1 if age between 22 and 34 -.093 ~-.318% -.279%
years (.152) (.152) (.124)

1 if age between 35 and 44 -.044 .394) ~-.289
years (.184)  (.205) (.177)
1 if age between 45 and 54 -.163 - -.639% -.686%
years - (.210) (.257) (.221)
1 if age 55 years or older -.228 1.055% -.571%
(.234) (.302) (.216)

1 if male .100 .201 .330
(.123) (.115) (.112)
1 if white .362% .655% .489*
(.123) (.116) (.132)
1 if completed between 9 and 12 -.011 -.279 .383%
years of school (.211) (.179) (.210)
1 1f completed high school .420% -.136 - . 544%
(.177) (.159) (.182)
1 if completed between 13 and ~520% -.016 .838%
15 years of school (.193) (.197) (.202)

1 if college graduate or more .676 .280 .726
(.277) (.315) (.309)

1 if married .065 .076 -.099
(.109) (.113) (.100)

1 1f professional occupation -.096 -— .189
(.255) -—= (.237)

1 if sales or clerical occu- . =-.260 -— -.157
pation (.170) -— (.169)
1 if blue collar occupation -.025 -—— -.401%
- (.170) — (.164)
Previous wage rate -.005 -.046  -.068%
(.027) (.045) (.032)

1 if discharged for misconduct =053 -, 440% .121
(.114) (.111) (.103)

1 if refused suitable work -.257 .944% - 097
offer (.189) (.430) (.164)
Number of observations 673 633 804
Xz 36.30 95.71 89.12

*

Significant at the .05 level.
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Louisiana

-.507*
(.249)

-.036
(.149)

-.043
(.208)

-.246
. (.238)

-.181
(.275)

140,
(.145)

«504*
(.121)

.311
(.182)

424
(.163)

450*
(.205)

.415
(.337)

-.214
(.116)

-.242
(.262)

.018
(.177)

.043
(.171)

.038
(.034)

.080
(.118)

-.365
(.210)

599
44.46

New York

.154
(.233)

.105
(.126)

~.383*
(.179)

.228
(.193)

-.805%
(.184)

-.036
(.102)

.327%
(.112)

-.283
(.196)

.068
(.167)

.113
(.178)

.509*
(.211)

-.062
(.097)

-.103
(.145)

-.035
(.144)

-.039
(.130)

-.032
(.023)

.012
(.113)

~-.182
(.104)

900 |
91.52



Table D-3

PARAMETER ESTIMATES OF THE WAGE EQUATION FOR BENEFICIARIES
(Standard Errors in Parentheses)

x '
Significant at the .05 level.

149

L

'

Variables Arizona Georgia Kansas Louisiana New York

* * ' * *
Constant 3.388 -.939 ~1.320 1,952 4,424
(.509) (.285) (.340) (.330) {.806)

1 1f age between 22 and 34 148 361 -.3057 .658" 425"
(.124) (.130) (.111) (.143) {.125)

1 if age between 35 and 44 .802 -.454 -.238 1.34 1.581*
: ) (.165 (.169) (146) (.142) (.227)

1 if age between 45 and 54 . 504% -.675% -.218 .551% ~1.313)*
(.136) (.167) (.129) (.157) (.270)

1 if age 55 or older 1.270 -1,210% -.702 .721% -1.351%*
(.226) (.289) (.178) (.187) (.292)

1 if male .483% .533% .908* .402 -.965%
‘ (.095). (.070) (.085) (.096) (.188)

1 1f white L=.367% .651 .845% .081 1.065%
(.097) (.101) (.137) (.104) (.170)

1 1f completed education between -1.137% .118 -.828% ~.322% -1.378%
9 and 12 years (.218) (.118) (.174) (.149) (.303)

1 if completed‘high school - -.891%* -.023 °=.406% ~.448% 1.108%*
) . (.242)  (.103) (.103) (.156) (.208)

1 if completed between 13 and 15 -.714% .476% © -.101 -.513% 2.997*
years of school (.202) (.118) (.101) (.192) (.466)

1 if college graduate or more -.955% 1.317% .160 -1.127* 1.677%
(.261) (.204) (.126) (.270) (.293)
1 if married .034 ~-.057 ~.041 .111 .172
(.074) (.065) (.054) (.086) (.072)

1 if professional occupation . -.549 -— .760% .432% -.719%
(.224) -— (.148) (.202) (.196)

1 1f sales or clerical occupa- . 304 -— .508% .059 -1.500%
tion (.138) -— (.118) (.182) (.248)

‘1 1f blue collar occupation .053 - . .316* .257 ~-.536%
(.178) —— (.102) (.163) (.165)

Inverse of Mills ratio -2.815% 2.149% 2.890% -1.375% 5.858%
: (.485) (.347) (.467) (.251) (.871)
Number of Observations 193 125 242 115 142
R? .503 .474 .461 .581 .470
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Table D-4

PARAMETER ESTIMATES OF THE WAGE EQUATION FOR THE DISQUALIFIED
(Standard Errors in Parentheses)

Variables
Constant
1 {f age between 22 and 34
1 if age between 35 and 44
1 if age between 45 and 54
1 if age 55 or over
1 1if male
1 1f white
1 if completed between 9 and

12
1 if
1 if

15
1 1if
1 if

1 if

1 1f

tion

1 if

years of school
completed high school

completed between 13 and
years of school

college graduate or more
married

professional occupation
sales or clerical‘occupa-

blue collar occupation

Inverse of Mills ratio

Number of observations

R2

Arizona Georgia Kansas Louisiana New York
574 .637% ~.646* 1.368* =.275
(.554) (.105) (.241) (.319) (.239)
. 044 .095% -.207% .056 . 249%
(.070) (.047) (.054) (.054) (.050)
.189% .198* -.096 .258* .042
(.079) (.066) (.073) (.079) (.104)
.173 .294% -.637% 2.9% .429%
(.103) (.090) (.126) (.104) {.076)
.209 .196 -.550% .300* ~-.276
(.120) (.123) (.112) (.117) _ {.194)
.184% .213% .518%* 121 .152%
(.060 (.033) (.049) (.061) {.039)
.091 .158% .433% -.067 .191%*
(.127) (.059) (.079) (.098) (.071)
-.107 .076 .256% -.148 -.111
(.107) (.062) (.104) (.093) (.100)
.028 .123% 475% -.132 211%
(.173) (.049) (.110) (.101) (.070)
. 048 .210% .729% -.123 .299%
(.203) (.057) (.139) (.109) (.075)
.067 .456% .661*% -.142 .676%
(.250) (.088) (.145) (.148) (.105)
.128 .037 -.109% 111 -.056
(.052) (.036) (.036) (.056) (.039)
.303% — .420% JA72% .075
(.056) — (.069) (.110) (.058)
.131 —_— -.029 .213* .190%
(.107) —_— (.059) (.070) (.055)
.308% —_— -,229% .307* L127%
(.718) — (.077) (.068)° (.051)
.176 .086 1.658% -.675 1.229%
(.572) (.102) (.221) (.289) (.288)
415 334 465 338 505
.202 .270 .302 .248 .214

® )
Significant at the .05 level,

150



Appendix E

TOBIT ESTIMATION AND PREDICTION PROCEDURE






.Appendix E
TOBIT ESTIMATION AND PREDICTION PROCEDURE

The duration of unemployment equations were specified using a tobit
statistical model and were estimated using a maximum likelihood estimation
procedure. Estimatiqn of the parameters of the model involved the maxi-
mization of a likelihood function using a Newton-Rapshon iterative procedu
as described in Goldfeld and Quant;*' The consistency and asymptotié ‘
normality of the maximum likelihood estimator used in the analysis are
proved i.n_lhnemiya.‘t

The Statistical Model

The statistical model may be defined by noting that given our defini-
tion of the acceptance wage from Appendix D

H » *
| W, ifW >V

« *
: wa = (1)
f i *
: o , if W < W
: t
§ and
% + 40 +3a+ if W > W’
901 ¢ a’ 2427 Py t —
- ’ 2
n1 (2)

*
k » 1f Hi <W

% : : : .
S. M. Goldfeld and R, E. Quant, Nonlinear Methods in Econometrics,
(Amsterdam: WNorth Holland Pub., 1972)

1itakesh1 Amemiya, 1973, op cit.
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where k is the length of the period of observation, W: is a sequence

of normal variables describing the acceptance wage andi,ye assume pi ~ N (0,02)
The censoring of {Di} is coincident with the receipt of a wage offer that
equals or exceeds the reservation wage. The specification in Equation 1

1s equivalent to the tobit specification where censoring occurs if

Di = OUi + ¢Wa + gi a +p if Di < k. Therefore, we can define the likelihood
function in terms of whether the individual receives g wage offer equal

to or greater than the reservation wage during the observation period,

If the sample consists of K- individuals who returned to work and T-K
-individuals who did not return to work, then the likelihood function may be
defined:

k T %
L= 1 g(Di) n Prob {wt <W)} (3)
1=1 i=k+1 :

where g is the normal density function

- - . -.. A '2 .
[ e R R R R
V2n o v 202

If T = K, then the maximum likelihood 1is equivalent to ordinary least

8=

squares,
Parameter Estimates
————Tct Dstimates

Maximum 1likelihood parameter estimates were made for the duration of
unemployment equations for the pooled beneficiary and disqualified samples
and then separately for the beneficiaries combined with each disqual-

;ifieq group. The parameter estimates for the WBA, WBASQ, and the dummy
variables for’type of disqualification were reported in Table 22 in the

text. When the beneficiaries were pooled with each disqualified group
separately, it permitted a direct comparison of the response of the
beneficiaries with that particular disqualified group, The maximum 1ikelihood

. 154



parameter estimates are presented in Tables E-1 - E-4 for: (1) the ben-
eficiaries and all the disqualified; (2) the beneficiaries and those who
voluntarily quit; (3) the beneficiaries and those discharged for mis-

conduct; and (4) the beneficiaries and those who refused suitable work

offers.
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Table E-1

TOBIT PARAMETER ESTIMATES OF DURATION OF UNEMPLOYMENT
DISQUALIPICATION EFFECTS, TOTAL SAMPLE
(Standaxd Errors in Parentheses)

Arizona Georgia Kansas Louisiana _New York
Cax * ek
Constant 2297.074 . 1594.862 1557.644 2157.640 524,719

(698.251) (1219.109) (868.810) (481.129) (632.901)
Demographic Variadble

* . N -
AGE 22-34 24.700 61.198™" 8.2 12,781 7.342
(20.871) (25.079) 15.722) (23.328) (23.258)
£ 1] E 1 3 *oled
AGE 35-44 50.433 84.347 60.753 -6.673 42.221
(24.690) (33.138) (22.126) (32.068) (32.222)
* .
AGE 45-54 - 43.520 138.282"™  go.223"** 3.5 45.406
) (27.085) (39.845) (24.903) (36.828) (32.738)
* . .Y s
AGE 55 . 2312+ 214.065"™° 98 m™  67.653 188.845"**
(30.215) (50.524) (25.759) (44.277) (32.243)
‘ 28 Q 1Ty ) s
MALE -8.770 -48.059 -65.503 -31.211 36,944
(16.349) (19.763) (14.693) (22.871) (17.559)
WHITE : 65,697 123.954"* 94453 _105.182"*"  -91.249™"
17.353) (20.041) (18.558) (19.791) (20.202)
EUC 9-11 -22.817 36,346 -32.478 -52.670" 82.752™*
(28.829) (30.229) (27.019) (30.979) (36.042)
*h R {3
EDUC 12 ‘ -60.965 19.635 -55.953 -61.752 -29.448
: (24.430) (26.188) (23.182) (27.414) (20.862)
. T 3 . . il R
RUC 13-15 : o -61.934 -8.013 -89.916 -13.808"" 47,327
- 3 ’ (26.196) (30.989) (25.231)  (32.407) (31.142)
3 o . a“ '
G BUC 16 . -90.230""  -21.893 -86.662 -85.115" -69.872
(34.654) (46.458) (33.829) (48.588) (34.987)
MARR 4,087 -13.274) ' -12.919 10.433 8.458
' (14.264) (18.516) (12.372) (17.840) (16.662)
| ik L]
WAGK 13,151 -10.579 -4.165 -10.297 -11.519
. (3.281) (7.125) (3.717) (4.600) (5.040)
BOURS -.847 .220 .606 .220 1.203
(.616) (.832) (.614) (.740) .775)
PROF ' 3.921 J— 3.373 21.908 37.860
(28.542) (26.481) (41.139) (25.900)
sacLer 20.568 — 1.801 22.626 26,397
(23.646) (21.016) (29.535) (24.987)
! . E 13
BLUCOL 15.068 —_ 42,906 -3.836 -3.984
(23.555) (20.101) (28.458) (23.266)
* 156 -



Economic Varisble

e —————

IR
BARM
SEPR

Disqualification Variable
n

)
RSW
93 Standard error of the linear form

Mumber of observations

Significant at the .10 level.
Significsat at the .05 lavel.

Significant at the .01 level.

Table E-1 (Concluded)

Arizona Georgia

27.650 -19.976
(18.964) (20.350)

Rk
-389.725 -236.432
(134.482) (315.019)
18.611 ~35.555
(13.778) (38.781)
-.858 -29.590

(16.806) (22.158)

18.107 32.053
(17.972) (23.296)

L1 3

49.171 -127.327

(30.588) (60.687)
ana ' )

179.963 _  218.693

(5.605). (7.999)
921 828-

[+
157

Kansas

-35.205
(17.255)

-212.844
(188.896)

~4.417
(22.885)

16.385
(14.515)

20.833
(15.757)

L
75.968

(26.121)

aRR
173.760

(5.039)
1121

_Louisiana

-23.768
(17.103)

-283.878"""

. (90.632)

' =2,202
(7.034)

-s7.483"""

(23.053)

-74.604""*
(25.099)

18.945
(42.764)

203.692*""
(6.374)

751

. New York

-7.095
(11.662)

-1.700
(120,601)

. =26.637

(25.134)

L
~63.710
(21.791)

-65.033""*
(24.120)

82.962"""
(22.723)

224.297""*
(6.874)

1127



Table E-2

TOBIT PARAMETER ESTIMATES OF DURATION OF UNEMPLOYMENT--BENEFICIARIES AND VOLUNTARY QUITS
(Standard Errors in Parentheses)

Arizona Georgia Kansas Louisiana New York
Rk
Constant 2874.202"*"  453.446 802.956 2736.868" " 199.070

(832.548)  (399.026) (1058. 660) (667.020) (785.221)
Demographic Varisble

ACE 22-34 40,208 36.151 23.814 39,125 -31.830
A (27.314)  (29.412) (20.426) (30.983) (30.835)
AGE 35-44 87.708""  9a.474™" 28.933 -3.150 -46.176
(30.729)  (38.338) (27.281) (61.820) (38.608)
AGE 45-54 . - 75.952*"  100.392** . 48.295" 123.865""" 9.453
' (33.132)  (45.130) (28.930) (48.179) (39.969)
AGE 55 _ 120.000"**  180.868"** 78.612"" . 112.186" 113.305"**
(35.309)  (53.091) (31.031) (60.549) (39.927)
. ® £ 3 1]
MALE ~ 3.406 -~39,028 -68.431 -23.801 55.226
(19.350)  (23.021) (18.039) (30.866) (21.499)
WHITE : -62.966 " -116.003"""  -88.768™"  -97.339"**  s0.824™™"
(21.416)  (24.130) (24.847) (25.839) (26.072)
EDUC 9-11 -55.435 52.606 10.884 -27.204 68.992
; (34.568)  (36.087) (37.562) (40.572) (47.564)
EDUC 12 -61.523""  27.661 -27.042 -20.137 ~46.614
: (29.997)  (30.400) (27.793) (36.663) (35.035)
ARR ® "R
EDUC 13-15 -68.806 15.692 ~53.772 -42.108 -76.670"
(32.261)  (35.299) (30.061) (43.578) (38.248)
EDUC 16 -73.967" 27.280 -63.932" -60.010 -47.055
: (42.173)  (52.016) (38.192) (63.171) (42,181)
MARR 13.348 10.986 - 5.221 - 4121 312.823
(17.343)  (22.044) (15.032) (24.055) (20.426)
WAGE -12.822""  -17.853"* - 4.656 - 2.545 -14.276"™"
; (4.015) (8.017) (4.615) (6.111) (6.291)
HOURS . -~ 402 - 347 B ) - .12 - .238
(.741) (1.008) (.741) (-944) (.959)
PROP -12.862 - 12.386 .763 -12.165
(35.372) (30.595) (55.617) (33.615)
SACLER - 7.227 - 9.69% 25.870 - 7.036
(29.820) ' (25.340) (40.154) (31.950)
MucoL -16.412 - . 28,323 6.902 -25.824
(30.930) (24.681) (36.548) (30.136)
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Economic Variable

IUR
EARN
- SEPR

Ul Variable
WBA
wnal o °

U: Standard error of the linear form

lusbex of observations

®
Significant at the .10 level.

e
Significant at the .05 level.

kR
Significant at the .01 level.

Table E-2 (Concluded)

Arizona

37.799"
(22.492)

£3 1]
=515.242°
(160.234)

31.352"
(16.253)

2.008"
(1.174)

-.026"
(.015)

171.003""*
(6.475)

602

Georgia

-.673
(23.459)

1.644
(362.364)

-29.779
( 45.334)

-.732
(1.233)

.016
(.015)

204,474
(8.929)

531

159

Kansas

L
-51.030
(20.877)

-44.413
(23.014)

-22.887
(27.681)

-1.170
(.737)

.012
(.008)

" 168.819"""

(6.960)
740

Louisiana

-56.251™"

(23.915)

-384.434""
27.077)

-~ 6,755
(9.363)

) Lt ]
2.536
(1.104)

n
-.020
(.010)

%
200.571
(9.835)

492

®

:

_New York

8.925
(14.516)

60.110
(148.326)

-48.240
(30. 300)

*
1,562
(.884)

-.008
(.009)

200.521*""
(8.461)

615



Constant

Demographic_Variable

AGE 22-34
AGE 35;46
| AGE 45-54
AGE 55
MALE
WHITR
EDUC 9-11
RDUC 12

EDUC 13-15

Ao o

EDUC 16

PROY

Table Re3

TOBIT PARAMETER BSTIHATE§ OF DURATION OF UNEMPLOYMENT-—
BENEFICIARIES AND DISCHARGE FOR MISCONDUCT
(Standard Errors in Parentheses)

Arizona Georgin' Kansas
2361.297™  2608.146 898.941

(935.128) (1715.054) (1123.823)

19.430 85.245"" 57.578™"
(28.226) (35.272) (20.893)
65.190" 93,523"* 76.195*"
(34.785) (45.772) (29.253)
37.705 148.616™"" - 83.388""*
(36.648) (52.345) . (31.196)
128,565 "% 238.028""  91.704™"
(43.125) (71.674) (32.136)
11.905 -35.403 -66.251)"*
(24.147) (27.902) (19.914)
-59.775™  _120.531™"  _93.645™"
(23.689) (27.120) (23.608)
-49.927 27.050 5.028
(38.023) (41.373) (33.184)
-64.517™" 17.608 -42.179
(31.796) (36.363) (28.174)
-16.07™  Z39.4m -76.199**
(34.329) (42.931) (31.176)
-118.726"™"  -89.264 -70.532"*
(45.266) (61.963) (42.362)
-17.613 -35.170 -28.470
(19.499) (25.325) (16.284)
-7 L1740 -10.847™
(4.235) (10.956) (4.704)
. -1.109 807 .640
(.843) (1.095) (.784)
.13.196 J— -2.186
(39.285) (34.933)
39.039 — -8.069
(33.676) (28.737)
28,534 — 47.986"
(32.600) (26.630)
160

Louisiana

1837.778*"

(571.908)

-8.951
(30.561)

=39.145
(41.174)

57.713
(45.001)

38.966
(51.948)

-36.436
(28.161)

-123.735™"
(25.417)

-72.262"
(40.523)

-95.943""
(34.762)

-126.086""
(40.441)

-125.613"*
(56.519)

se.200™
(22.189)

-6.036
(5.670)

1.59%"
(:933)

13.035
(50.437)

8.166
(38.926)

~16.134
(37.949)

.

%

%

New York

1722.11*
(912.500)

15,229
(33.587)

-43.070
(67.912)

77.7157
(47.393)

133.378"™*
(48.260)

25.962
(24.782)

-88.263"""
(26.069)

47.523
(45.532) .

-21.853
(37.120)

-91.648**
(41.226)

-40.039
(47.688)

1.554
(24.087)

-15.497™"
(6.963)

1.736
(1.114)

87.185™
(39.578)

50.029
(35.105)

49.763
(33.023)



Economic Variable

IR

SEPR

UL Variable

WBA
mz

O: Standard error of liuat form

Nusber of observations

Significant at the .10 level.

Significant at the .05 level,

st
Significant at the .01 level.

Table E-3 (Concluded)

Arizona Georgia Kansas Louisiana New York
s !
15.407 -67.909 -51.392 -6.580 -10.492
(26.400) (28.676) (22.458) (20.704) (16.828)
-387.708™"  -390.278 -58.001 -251.399""  -236.656
(179.471) (441.879) (244,553)  (108.398)  (172.270)
15.871 -71.797 -20.568 2.303 -12.012
(18.976) (53.759) (29.213) (8.700) (35.319)
L] 'y L] ®
1.481 -2,767 -1.415 1.891 1.824
1.326) (1.503) (.806) (1.057) ((.997)
-.022 034" .o15" -.012 -.009
(.016) (.018) (.008) (.010) (.010)
185.268"™"  234.070™"  174.662*™  197.802"""  216.110"**
(7.532) (11.712) (6.436) (7.112) (9.949)
535 528 656 414 520
161 -
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Table E-4

TOBIT PARAMETER ESTIMATES OF DURATION OF UNEMPLOYMENT BENEFICIARIES AND REFUSAL OF SUITABLE WORK
(Standard Errors in Parentheses)

Arizona Georgia Kansas Louisiana New York
Constant 2541.949"  961.340 271,420 3053.579™*  1734.691
: (1127.401)  (2165.648) (1398.634) = (940.657) (1064.423)
Demographic Varisble
AGE 22-34 78.677"" 79.344" 36.006 84.500 21.850
: (40.042)  (46.162) (30.133) (35.365) (44.830)
AGE 35-44 B 171.887"""  139.904*" 55.214 - 2,89 27.207
(45.434) °  (56.933) (37.951) (64.938) (56.074)
AGE 45-54 139.981 ***  108,385™ 49.813 120.483" 81.383
(46.561) (61.019) (38.190) - (70.916) (56.754)
AGE 55 250.358 " 242.904™* ' 72.832" 81.010 202.204™™*
(52.649) (75.720) (39.701) (85.800) (55.460)
MALE ‘ 9.161 17.106 -97.991"*" 5254 43.188
(28.233) (35.093) (25.131) (46.442) (28. 840)
WHITE ~72.916 **  -79.986™" -719.492""  _s4.878 -127.387™**
(35.578) (35.719) (37.517) (40.774) (35.262)
EDUC 9-11 C 170567 87.686 50. 662 -55.017 -110.507#
(46.617) (57.220) (40.410) (65.840) (63.524)
EDUC 12 -16.612 55.872 -38.880 -95.466 - 84.794"
(40.704) (47.260) (33.868) (60.465) (47.577)
EDUC 13-15 -11.591 30.685 -14.314 -118.800" -106.462""
(43.840) (53.420) (37.588) (64.866) (52.645)
. R
EDUC 16 -23.457 4462 ~27.447 -124.218 -128,541
(56.027) (74.512) (49.475) (84.114) (55.904)
MARR 35.833 13.804 - 7.907 43.807 ~5.504
(24.013) (31.991) (20.312) (35.459) (27.818)
WAGE - 9.590" -22,570" ~5.839 . - 6.562 -9.107
. : ( 5.325) (12.023) ( 5.700) ( 7.495) ( 8.420)
HOURS n - .13 1.273 1.656 1.338
: ( 1.010) ( 1.401) ¢ .992) ( 1.451) { 1.340)
rrOF -96.150" - - 6.688 -47.52 77.124%
' (52.796) (41.453) (86.603) (45.622)
SACLER ~49.989 - -38.768 7.857 83.113"
(47.740) (34.966) (72.136) - (42.449)
BLUCOL -53.775 - 40,982 -33,782 -5.526
(48.785) (34.803) (67.933) (40.018)
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Economic Varisble

IUR
EARN

SEPR

UL Vartable
WBA

wea?

0: Standard error of the linear foram

Mumber of observations

.significant at the .10 level,

1
** Significant at the .05 level.

ik
Significant at the .01 level.

Table E-4 (Concluded)

Arizona

21.418
(32.128)

ok
~438.912
(216.787)

11.928
(23.130)

716
(1.493)

-.020
(.170)

171.093""*
(6.476)

334

Georgia

=44 ,877
(35.735)

-103.499
(558.172)

- 54.665
(68.234)
2.860
(2.199)

~.013
¢.022)

202.155""*
(13.439)

261

163

Kansas

AN
-66.420
(27.315)

83.983
(302.783)

-37.001
(36.177)
- 1.415"

(.806)

»
.015
(.008)

168,346™"
(7.695)

417

_Louisiana _New York
8.968 -8.908
(36.038) (19.267)
ARk
~488.487 226.932
(176.999) (202.205)
11.847 22.752
(13.091) (61.754)
.129 2.469"
(1.595) (1.131)
.006 .016
(.013) (.011)
206.904"*"  247.856"""
(14.189) (11.343)
235 548

1



Prediction of the Duration of Unemployment

In addition to estimating the parameters of the maximum likelihood
estimation of the duration of unemployment, the predicted duration and
differences in the predicted duration were computed. 1In the tobit speci-
fication the dependent variable (the duration of unemployment) has a lower
limit of zero and an upper limit that varied with each observation, The
méximum upper limit was 500 days. The upper limit to the number of days of
unemployment exceeded the maximum length of the ﬁeriod from the date the
claim was filed until the date the survey was answered (approximately 365
days) to allow an observation period that included the weeks during which
the individual delayed filing for -benefits, This is shown graphically in
Figure E-1 for those individuals whovdelayed filing for benefits and who
had not returned to work as of the time of the receipt of the questionnaire.

Total Duration of Unemployment
e

>T )
w-r
oT
- J

N\
Period of Observation

timev

FIGURE E-1 GRAPHICAL REPRESENTATION OF THE
DURATION OF UNEMPLOYMENT

The time shown as point A on this figure represents the date the
individual became unemployed. At time B, the individual filed an initial
claim for benefits and was raﬁdomly selected for inclusion in the sample.
At time C (approximately nine months after the time at point B), the
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individual received the questiomnaire and returned it. Thus, although the
_périod of time between the filing of a UI claim and the date of the
questionnaire is the amount of time BC, the actual duration of unemployment
exceeded this period by the amount of time AB; The time AB was incorpo-
rated into setting the upper limit on the period of observation. '

The expected value of the duration of unemployment given the set of
explanatory variables lies between the extremes of the lower and upper
1imits. The predicted value of the duration of unemployment, as shown in
Tables 23-25 in the text, may be interpreted as the average for persons
with average characteristics observed over the period AC. The difference
between the eipected'values of the dependent variables for two sets bf_
1mdependent variables, as shown in Table 27, is a function of the.limits
and the values of the two sets of independent variables. In calculating
the differences in- the expected duration of unemployment of Table 27,
the following prediction equations were used.,

"8 _ o8 | o ,
Dj eu + ¢W a3 + zj ? | | v (4a)
I = | ‘
Dy = OUy + 4 4 + 3j0 (4b)

where ﬁa stands for the actual mean value of the WBA and the mean square
of the WBA received by the beneficiaries _
ﬁq stands for the mean value of the WBA and the mean square of the

- WBA that would have been received by the disqualified 1f they
had not been disqualified., ‘
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o To produce the results of Table 27, BjB and BjQ were predicted for the
beneficiary group compared separately with each disqualified group. The
resulting difference, 6? - A? » 18 the net difference 1in the predicted
duration of unemployment that could be expected if the disqualified hag
received UI benefits. The predicted values of the duration of unemploy-
ment 5? and 8? are shown on Tables E-5 - E-7. A description of the test
of predicted differences is found in Felder, Hall, and Weiss (1978).
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Table E-5

PREDICTED IMPACT OF PENALTY ON EXPECTED
DURATION OF UNEMPLOYMENT FOR VOLUNTARY QUITS

Note: Benf. = beneficiaries; Dsq. = disqualified,

* .
Statistically significant at the .10 level.

(Days)
Arizona Georgia Kansas Louisiana New York
Benf. Dsq. Benf, Dsq. Benf, Dsq. Benf. Dsq, Benf. Dsq.
Total 211 217* 296 291 210 208 - 285 289 327 326
‘Males 203 207* 286 283 187 184 268 272 355 353
Female; 227 225 303 301* ‘232 233 309 310 298 299
White | 200 207" 269 264 204 200 252 257 311 311
Non-white 261' 263* 367 361 27?H 283 371 373 399 398




PREDICTED IMPACT OF PENALTY ON EXPECTED :
DURATION OF UNEMPLOYMENT FOR THOSE DISCHARGED FOR MISCONDUCT
: (Days)

Ag;iona | Georgia ,‘Kggggg Louigiana New York

Benf. Dsq. Benf. Dsq. Benf. Dsg. Benf. Dsg. Benf. Dsq.

Total 218 224 332 329" 220 218 278 203 347 345
Males | 214 223" 330 323° 204 200 263 . 282 359 355
Females 226 228 338 334" 244 243 312 315 328 326
. . |
oo 3
White 206 213 292 292 209 206 239 251 324 331
Non-vhite 262 261 392 389" 286" 204 339 349 408 408

Note: Benf. = beneficiq:ien; Dsq. = disqualified,

"y *Statistically significant at the .10 level,
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Table E-7

DRTNTH TMDAAM AT DITATAT AMS AN PUTDS
FANDUVLVILU ANLiWi U oAl VUN BAYLLLILD

X R :
DURATION OF UNEMPLOYMENT FOR REFUSAL OF SUITABLE WORK

Non-white 266 281 340 339 274 272 - 323 330

Note: Benf. = beneficiaries; Dsq. = disqualified.

* :
Statistically significant at the ,10 level.
%
Statistically significant at the ,05 level,

(Days)
Arizona  Georgia Kansas Louisiana New York
Benf. Dsq. Benf. Dsq, Benf. Dsq, Benf. Dsq, Benf. Dsq.
| Total ’ 204 211* 295 292 S 212 205 279 291 351 348
. ek *
Males ’ 198 195 309 313 179 170 270 280 372 368
' * o *k
Females 221 220 281 277 248 247 300 303 332 330
White 195 200* 277 273 208 200 262 276 331 328
Kk
447 443
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