Contract No.: M-4868-4-00-07-30
MPR Reference No.:  8244-500

EMERGENCY
UNEMPLOYMENT
COMPENSATION:

THE 1990s EXPERIENCE

Revised
January 1999
Walter Corson
Karen Needdls
Water Nicholson
Submitted to: Submitted by:
U. S. Department of Labor, ETA/UIS Mathematica Policy Research, Inc.
200 Condtitution Ave., Rm. S-4231 P.O. Box 2393
Washington, DC 20210 Princeton, NJ 08543-2393
(609) 799-3535
Project Officer: Project Director:

Rob Pavosevich Walter Corson



ACKNOWLEDGMENTS

Designing and conducting this evaduation of the Emergency Unemployment Compensation program
was a complex undertaking that involved many individuds at the Unemployment Insurance Service of
the U.S. Department of Labor, the state agencies that provided data for the project, and Mathematica
Policy Research, Inc. Staff from each of these entities made important contributions to the project and
deserve thanks.

At DOL, Robert Pavosevich, our project officer, provided guidance and assistance throughout the
project. He gave us useful comments on the design and final report and coordinated the comments of
other saff. He aso arranged for us to obtain state-level datafrom DOL and provided invauable
assistance in contacting state agencies and helping us obtain the individud-level data used as asample
frame and for andyss.

This project would not have been possible without the help of numerous state staff who responded
to our request for Ul program data. Our data request was complex and involved drawing samples
over amultiyear period. We appreciate the work that was necessary to respond to our request and to
answer our many questions regarding the data. State staff were also extremey helpful in answering
questions about implementation of the program.

Findly, many individuas at MPR played important roles on the project. Charles Metcaf helped
develop the sample design and weighting scheme. Walter Nicholson and Sheena McConnell were
ingrumenta in developing the evauation design. Water Nicholson was dso responsible for the Sate-
level analyses presented in Chapters |l and V. Karen Needd s was responsible for the individua-level
analyses presented in Chapters [11 and IV and the discussion of state experiencesin Chapter V1. She
aso took on the difficult and extensive tasks of obtaining data from the states and supervisng sample
selection and andlysis programming. Cheryl DeSaw devel oped the interview and directed the survey.
Janet Easterling, Julia Hesse, and Robert Cederbaum provided expert programming ass stance.
Patricia Ciaccio and Cindy Castro oversaw editing and production of the report, respectively.

Walter Corson
Project Director



Chapter

CONTENTS

Page
EXECUTIVE SUMMARY .. e
INTRODUCTION . .. e e 1
A. A BRIEFHISTORY OF EXTENDED BENEFITS POLICY IN THE
UNITED STATES ... e 2
1. Raiondefor Extended Ul BendfitDuretions . . . ...................... 2
2. ThePermanentEB Program. ... 4
3. Emergency Extended BendfitsPrograms . .. .. ......... ... ... ... 6
B. THEFIVEPHASESOF THEEUCPROGRAM . ... ... ... ... .. ..... 9
C. ISSUESRAISED BY THEEUCPROGRAM ... ... ... it 15
D. EVALUATION APPROACH . . ... s 16
E. OUTLINEOF THEREPORT .. ... ... s 17
THE AGGREGATEIMPACT OFEUC . ... ... . 19
A. SUMMARY OF THEAGGREGATEDATA ... . e 20
B. THE CYCLICAL ADEQUACY OF THE EUC PROGRAM ............. 27
1. Nationd-Leve AnaySS ... ..o 27
2. Saelevd AndySs ... 37
C. STABILIZING EFFECTSOF THEEUCPROGRAM . ................. 45
D. THEPERFORMANCEOFEUCTRIGGERS ........................ 50
1. TriggeringUpper-TierBendfits .. ........... ... i 51
2. Subditutionof EUCTOrEB ... ... 54



CHARACTERISTICS OF EUC RECIPIENTS AND THEIR

EXPERIENCESWHILE COLLECTINGEUC ............. ... .. ... ... 59
A. UNEMPLOYMENT COMPENSATION EXPERIENCES .............. 61
B. DEMOGRAPHIC CHARACTERISTICS . ......... ... 68
C. PRE-LAYOFFJOBSAND JOB SEPARATIONS. .................... 71
D. THEANTI-POVERTY EFFECTIVENESSOFEUC ................... 78

1. EUC Recipients Use of Transfer Programs and Retirement

BeENEfitS . . .. 79
2. Eaningsof Spouses/Partners . ... 81
3. FamilyPovertyRates . .. ... 81

E. RECEIPT OF REEMPLOYMENT SERVICES AND

PARTICIPATION IN EDUCATIONORTRAINING . ................. 87
1. ReamploymentServiceUse ... i 88
2. Useof Occupationd Training and Generd Education ................. 90
3. Indicators of Potentid Need for Educationor Training . ............... 98
LABOR MARKET EXPERIENCESOF EUCRECIPIENTS .. ............. 103
A. RECIPIENTS WORK SEARCH PATTERNS ...................... 103
B. UNEMPLOYMENT DURATIONS . ...... ... e 110
1. UCRecipient Reemployment Rates . ..................oivin.... 110
2. ExhaugeeReemploymentRates . .. ..., 112
3. Recipients Who Did Not ReturntoWork .. ........... ... .. ...... 114
C. CHARACTERISTICS OF THE FIRST POST-BENEFITSJOB ......... 115
1 JobSaEbility .. ..o 117
2. Industry and Occupation of the Post-BenefitsJob .................. 120
3. Pog-Unemployment Weekly Earningsand HoursWorked . ........... 123
D. WORK DISINCENTIVE EFFECTSOFEUC .......... ... ... ....... 126



VI

VII

IMPACT OFEUCON STATEUITRUSTFUNDS ..................... 133

A. NATIONAL SUMMARY .. e 134
B. STATES EXPERIENCES . ... ... ... 137
STATE EXPERIENCES IN THE ADMINISTRATION OFEUC ........... 145
A. INITIAL PROGRAM IMPLEMENTATION . ....... ... ... ... 146

Lo SN o 147

2. TheReachback Provison. .. ..., 147
B. IMPLICATIONSOF THE DIFFERENT PHASES ................... 148

C. ADMINISTRATION OF THE OPTION TO CLAIM EUC

INSTEAD OF REGULAR UL ... e e e e e e e e e e e i 151
D. OTHER ADMINISTRATIVEISSUES . ... ... i 156
1. Work SearchRequirements .. ........... .. 156
2. IntasaeClams . ... 158
3. Effectson AdminiSraive ReDUICES . . . . . o v oo 159

E. RELATIONSHIPWITH CLAIMANTS, THE PUBLIC,

EMPLOYERS, AND THE FEDERAL GOVERNMENT ............... 159
F. CONCLUSION . ... s 161
CONCLUSIONSAND LESSONSFORPOLICY ....... ..o, 163
A. CONCLUSIONS ... e 164
B. POLICY IMPLICATIONS. . ... s 167
REFERENCES . .. ... 169
APPENDIX A: EUCPROVISIONS, BY PHASE .. ....... ... ... ... ... Al

Vi



APPENDIX B: SAMPLE DESIGN AND SAMPLEWEIGHTS ............

APPENDIX C: SURVEY RESULTS AND NONRESPONSE
BIAS ANALY SIS . ..



.1

1.2

1.3

.4

1.5

1.6

.7

1.8

1.9

11.10

.1

.2

.3

.4

TABLES

Page
MAIN PROVISIONSOFEUC,BY PHASE ......... ... i 10
CLAIMSAND BENEFIT AMOUNTS,BY EUCPHASE .................... 11
EUC PAYMENTS AND BENEFTS PER UNEMPLOY ED WORKER, BY
ST AT E . .o e e e 25
NATIONAL MEASURES OF CYCLICAL ADEQUACY ......... ... ... ... 28
REGRESSIONS ON REAL TOTAL BENEFITS PER UNEMPLOYED
WORKER . .. e e 32
ADJUSTED EUC BENEFITSPER UNEMPLOYED AND PER
INSURED UNEMPLOYED WORKER . ....... . i 40
REGRESSIONS ON STATE AVERAGESDURINGEUC .................... 42
POOLED REGRESSIONSON EUCACTIVITY ... e i 44
STABILIZATION EFFECTS OF UNEMPLOYMENT
COMPENSATION PROGRAMS . .. e e 49
PREVALENCE OF EUC UPPER-TIER POTENTIAL DURATIONS ........... 52
SIMULATIONS OF EUC UPPER-TIER DURATION PERIODS .............. 55
SIMULATIONSOF EB PROGRAM TRIGGERS .......... .. 56
UNEMPLOYMENT COMPENSATION EXPERIENCES OF
INDIVIDUALS ESTABLISHING BENEFIT YEARS DURING THE
BEUC PERIOD .. e e e 62
UC EXPERIENCES BY BENEFT YEAR DURING PERIOD IN WHICH
EUCWASAVAILABLE . ... e e e e 64
EUCEXPERIENCESBY PHASE . ... .. e e e 67
DEMOGRAPHIC AND ECONOMIC CHARACTERISTICS ................. 69

iX



.5

1.6

.7

1.8

.9

[11.10

.11

.12

.13

.14

.15

V.1

V.2

V.3

V.4

V.5

V.6

PRE-BENEFITSJOB CHARACTERISTICS ....... ... . . 72
PRE-BENEFITS JOB SEPARATION CHARACTERISTICS. . ................ 77

RECEIPT OF RETIREMENT AND PUBLIC ASSISTANCE BENEHTS
BEFORE, DURING, AND AFTER Ul AND/OREUCRECEIPT ............... 80

SPOUSE/PARTNER EMPLOYMENT STATUS AND EARNINGS
BEFORE AND DURINGUCBENEFITRECEIPT . .......... ...t 82

FAMILY INCOME RELATIVE TO THE POVERTY LEVEL
THRESHOLD . .. 84

USE OF REEMPLOYMENT SERVICESOTHER THAN TRAINING .......... 89

USE AND TYPES OF EDUCATION OR TRAINING RECEIVED
BY BENEFITSRECIPIENTS ... ... s 91

CHARACTERISTICS OF OCCUPATIONAL TRAINING STARTED
DURINGUNEMPLOYMENT SPELL ... ... . 93

CHARACTERISTICS OF GENERAL EDUCATION COURSES
STARTED DURING THEUNEMPLOYMENT SPELL ............. ... ... ... 96

INDICATORS OF POTENTIAL NEED FOR EDUCATION OR
TRAINING . . 99

USE OF TRAINING AND JOB SERVICESBY INDICATED

POTENTIAL NEED FOR TRAINING/EDUCATION ................c.o.n. 101
WORK SEARCH INTENSITY DURING EACH BENEFIT PERIOD .......... 105
MAIN REASONS FOR NOT LOOKING FORWORK .................... 108
WORK SEARCH INTENSITY BY EXHAUSTEES . .......... ... ... .. 109

CHARACTERISTICS OF RECIPIENTSBY REEMPLOYMENT

ST ATUS 116
NUMBER OF POST-BENEFITSJOBS .. ... ... e 118
DURATION OF FIRST POST-BENEFITSJOB ........... ... 119



V.7

V.8

V.9

V.10

V.11

V.1

V.2

V.3

VIl

COMPARISON OF INDUSTRY OF PRE-AND POST-BENEFITS
JOBSFOR INDIVIDUALSWITH A POST-BENEFITSJOB ................

COMPARISON OF OCCUPATION OF PRE-AND POST-BENEFITS
JOBSFOR INDIVIDUALSWITH A POST-BENEFITSJOB ................

COMPARISON OF EARNINGS OF PRE- AND POST-BENEFITS
JOBS FOR INDIVIDUALSWITH A POST-BENEFITSJOB ................

COMPARISON OF HOURS OF PRE- AND POST-BENEFITS JOBS
FOR INDIVIDUALSWITH A POST-BENEFITSJOB .....................

UNEMPLOYMENT DURATION ANALYSIS ... ...

ESTIMATED TOTAL STATE TRUST FUND RELIEF FROM THE
EUC PROGRAM . ..

Ul TRUSTFUND RELIEF . ... . e

ESTIMATED TAX RATERELIEF . ... ..

NUMBER OF DIFFERENT MAXIMUM BENEFIT DURATIONS
DURING THEEUC PROGRAM .. ... e

X



Figure
.1
.2
1.3

1.4

1.5

1.6

.7

V.1

V.2

FIGURES

Page
EXTENDED BENEFIT PAYMENTS . ... e e e e e e e e 21
REAL EXTENDED BENEFIT PAYMENTS . ... . 22
NUMBER OF FIRST PAYMENTSPERQUARTER . ............ ... ... ..... 24
REAL TOTAL BENEFITS UNDER EMERGENCY
PROGRAMSPER UNEMPLOYED PERSON . ... i 35
REAL EB BENEFITSPERUNEMPLOYED PERSON ......... ... ... 36
UNEXPLAINED RESIDUAL IN TOTAL REAL
UNEMPLOYMENT COMPENSATINGBENEFITS . .......... ... ... ... .... 38
DEPARTURES OF REAL DISPOSABLE INCOME FROM TREND
LOGARITHMIC SCALE 1971.1TO1994.4 .. ... ... ... 47
CUMULATIVE PERCENT REEMPLOYED BY QUARTER SINCE
THE FIRST BENEFIT PAYMENT . ... e e e 111
PERCENT UI-AND-EUC EXHAUSTEES EMPLOYED SINCE
BENEFIT EXHAUSTION . . ..o e e e 113

Xiii



EXECUTIVE SUMMARY

The federd-gtate Unemployment Insurance (Ul) program offers assistance to workers
who have lost their jobs through no fault of their own. In al gates, the level of cash benefits paid is
basad on previous wages earned, and the duration of benefitsis limited, typicaly to a maximum of 26
weeks. However, the federad government has extended the duration of benefits during every recession
snce the 1950s. Most recently, the Emergency Unemployment Compensation Act of 1991 created the
Emergency Unemployment Compensation (EUC) program. The program, which subsequent
amendments to the act extended, paid federdly financed extended benefits from November 1991
through April 1994. More than $28 billion in benefits was paid under the program.

The EUC program, as implemented, contained two different components. The largest
conssted of a program that extended individua workers potentiad durations of unemployment
compensation. This component, targeted at workers suffering long-term unemployment, was smilar to
earlier emergency extended benefits programs. Federa Supplemental Benefits (FSB), in the 1970s,
and Federa Supplemental Compensation (FSC), in the 1980s. Its most important difference from
these “third-tier” programs lay in the precise way in which EUC interacted with the regular, permanent
Extended Benefits (EB) program. Specificdly, EUC legidation permitted states to subgtitute EUC for
EB in Stuations where EB otherwise might have been avallable. Most sates avaled themselves of this
option throughout the period in which EUC was available. Thishad the practica effect of turning EUC
into a“second-tier” program aswell. That is, for most workers suffering long-term unemployment,
EUC was the only source of extended benefits during the recession of the early 1990s.

The second component of EUC was unique to that program. During Phases 3 and 4 of its
five phases, some workers who normally would have collected benefits under the regular
Unemployment Insurance (Ul) program had the option of collecting EUC benefitsinstead. Because the
only cdlamants digible for this option were those beginning a new benefit year, such damsacted asa
substitute for regular Ul and served a different category of worker (specifically, workers who expected
recal and who had much shorter periods of unemployment than those who usudly collect benefits
under extended benefits programs). Although benefits paid under this component probably totaled less
than 15 percent of dl benefits paid under EUC, the novelty of its structure suggests that considerable
attention be devoted to it in our overdl evauation.

CONCLUSIONS

Our review of the EUC program suggests 11 conclusions about its overal impact and
effectiveness.

1. Theextended benefits component of the EUC program performed an important
countercyclical role during the recession of the early 1990s. Therdativey long
duration of the program and its widespread implementation by the states were



appropriate, given the extended weakness of the labor market exhibited in that recession.
EUC appears to have avoided both the overly generous and the poorly targeted benefits
that characterized the extended benefits programs (EB and FSB) in the 1970s and the
overly long duration of the FSC program of the early 1980s. Although no one measure of
the performance of the EUC program captures dl its countercyclica features, the
exhaudtion rate is perhaps the best sngle measure. We estimated that availability of its
extended benefits component permitted the overdl system of unemployment
compensation to provide a dightly lower exhaustion rate (our estimates ranged from 17 to
24 percent) than the rate that characterizes the system during nonrecessionary periods.
These benefits replaced about 2.4 percent of the shortfal in red disposable income
attributable to high unemployment throughout the recessonary period.

The size and scope of the EUC program significantly exceeded what would have
been provided under the regular EB program. Our smulations suggested that, in the
absence of EUC, only about 3 million exhaustees would have been covered under the
regular EB program during the period 1991.4 to 1994.2, even if dl states had adopted
the total unemployment rate as atrigger for EB. On the other hand, EUC (which
effectively replaced EB during this period) paid benefits to about 7.7 million regular Ul
exhaustees under its extended benefits component. Even with modestly relaxed trigger
thresholds, EB would have been a substantially smaler program than EUC. In actudity, of
course, EB itsdlf played virtualy no rolein the recession of the early 1990s. In addition,
the federd financing of EUC resulted in $3 to $4 billion in trust fund savings for the Sates.
These savings were concentrated in a smal number of ates, resulting in an average
Unemployment Compensation (UC) tax rate saving of gpproximately 0.25 percentage
point in those states where EB would have been payable.

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

The characteristics of individuals receiving EUC under its extended benefits
component resembled those of recipients of previous programs, although a few
significant differences reflecting the changing composition of the labor market
wer e apparent. Recipients who received both Ul and EUC were more likely to be



older, femde, and part of aminority group than were shorter-term recipients who
received only Ul. Compared to previous emergency programs, they were less likely to
be from manufacturing industries than were recipients of FSB and FSC (for example, 30
percent under EUC, as opposed to 44 percent under FSB). Femaes also condtituted a
larger fraction of recipients under the extended benefits component of EUC, than had
been the case under the previous emergency programs (44 percent in EUC, versus 37
percent in FSC). Still, it seems clear that the extended benefits portion of the EUC
program served workers suffering long-term unemployment who shared many smilarities
with workers who collected under earlier emergency programs.

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

Substantial numbers of individuals receiving benefits under the extended benefit
component of EUC received reemployment services from the Job Service or
education or training. However, not all recipients received reemployment
services, and those receiving education or training were not always the
individuals who appeared to be most in need of further education or training.
Approximately 75 percent of long-term recipients recelived services from the Job Service,;
however, 25 percent did not. Seventeen percent began education or training programs
while collecting benefits or before the start of ajob. This seemslike asubstantia number,
since not al recipients need or could benefit from education or training. However, those
who did enter education or training tended to be better educated and to have greater
earnings possibilities than those who did not. Reatively few individuas who were high
school dropouts or who had low wages on their pre-benefits jobs participated in
education or training.

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

Approximately 5 percent of all EUC first payments (and 30 percent of first
payments during Phase 1 of the program) were made to “reachback” eligibles.



Mean weeks of EUC collected, average tota benefits received, and exhaustion rates for
this group were very smilar to those of other EUC recipients during Phase 1.

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

10. This optional claims component of EUC added major complexities to the
administration of EUC during Phases 3 and 4. Presenting information to clamants
about the EUC optiond claims provision was time-consuming and difficult, Snce both
gaff clamants found the options hard to understand. Integrating the payment of optiona
clamsinto state Ul systems aso required overriding many existing computer safeguards.
The rapid implementation of Phase 3 of EUC meant that there was little time to vdidate
new computer code. This meant that officias often were forced to override their systems
manudly. Further complicating the Situation were issues in the proper interpretation of
some optiona claims procedures.

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

POLICY IMPLICATIONS
These conclusons suggest four broad implications for future unemployment compensation policy
toward extended benefits:

1. Inthe absence of major changesto the EB trigger mechanism, it seemslikely
that future emergency programs will have to function as both “ second-tier” and



“third- tier” extended benefits programs. Trigger rates under EB are Smply too high
and too congrained by the trigger rates threshold requirements to permit EB to provide
thelevel of benefitsthat EUC did during the recession of the 1990s. Because the gods of
future programs are likely to be smilar to those of EUC (athough the specifics will be
tallored to particular recessionary circumstances), these too will likely be used as
subgtitutes for EB if the Ul system is to continue to provide adequate support to long-
term unemployed workers.

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

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

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






. INTRODUCTION

The federd-state Unemployment Insurance (Ul) program offers assistance to workers who have
logt their jobs through no fault of their own. In al dates, the level of cash benefits paid is based on
previous wages earned, and the duration of benefitsis limited, typicaly up to a maximum of 26 weeks.
However, the federad government has extended the duration of benefits during every recession since the
1950s. Mog recently, the Emergency Unemployment Compensation Act of 1991 created the
Emergency Unemployment Compensation (EUC) program. The program, extended by subsequent
amendments to the act, paid federdly financed extended benefits from November 1991 through April
1994. More than $28 billion in benefits was paid under the program.

This evauation of the EUC program examines a series of questions about extended benefits policy
that were raised by implementation of the program. Included are broad questions about the cyclica
adequacy of the program and its employment stabilization effects, aswell as more pecific questions
about the program’ s effects on claimant behavior, mechanisms that could be used to initiate extended
benefit policies, and how emergency extended benefit programs could be integrated with the regular Ul
and the permanent Extended Benefits (EB) program.

In this chapter, we review the history of extended benefits policy in the United States, highlighting
some mgjor ongoing issues. We then focus on the EUC program, explaining the most important
aspects of the five phases of EUC. Next, we list the primary questions about the EUC program that we
addressin thisreport. The chapter concludes with a discussion of our gpproach to the evauation and
an outline of this report.



A. A BRIEFHISTORY OF EXTENDED BENEFITSPOLICY IN THE UNITED STATES
Since the inception of the federal-state Ul program in 1935, dl states have limited the number of
weeks clamants may collect benefits. States established these limits initialy because they were
concerned about their ability to finance lengthy benefit durations, given available financia resources.
Limited durations were o viewed as an important mechanism for stressing the distinction between Ul
and “wdfare’: unemployment benefits were only atemporary “fird line of defense” for workers who
lost their jobs. There was dso concern that providing benefits for alonger period might dow workers
return to work by reducing costs associated with continued unemployment. Hence, states were
cautious in establishing Ul durations policy, eventudly settling on a standard 26-week maximum.*

1. Rationalefor Extended Ul Benefit Durations

Because the likdihood of facing along unemployment spel varies substantidly over abusiness
cycle, the 26-week maximum may not be gppropriate for all economic circumstances. Providing longer
durations during economic downturns would be cons stent with an insurance-based rationae for U,
under which the degree of worker protection should rise to compensate for the increased risks that
workersface. For example, Corson and Nicholson (1982) found that the god of keeping the
exhaudtion rate for al Ul benefits roughly congtant over the business cycle can be achieved by
increasing Ul durationsby 3.5 to 5 weeksfor every one-point rise in the insured unemployment rate
(IUR) above full employment levels. Other writers (see, for example, Moffitt 1985) have obtained
amilar figures, usng avariety of gpproaches. Such cyclica increasesin Ul duraions became a
standard feature of Ul policy after the late 1950s.

The argument in favor of increasing Ul protection for longer expected spdlls of unemployment
need not be limited to cyclicd stuations. For example, the Advisory Council on Unemployment
Compensation (1994) suggests that extended benefits might be made payable to workers who exhaust
their regular Ul entitlements and can be identified as didocated. The Trade Adjusment Assistance
(TAA) program uses this gpproach for workers who can show that increased imports “ contributed
importantly” to their job loss and who are participating in an gpproved training program (or have
received awaiver of the training reguirement).? Unemployment compensation programsin western
European countries aso tend to offer extended benefits options to older, more experienced workers
and to workers from regions with high unemployment rates (Congressional Research Service 1992).

Two states, Massachusetts and Washington, currently have a 30-week maximum. Eight “uniform
duration” states(Connecticut, Hawaii, llinois, Maryland, New Hampshire, New Y ork, Vermont, and West
Virginia) provide 26 weeks of benefitsto al workersregardlessof previouswork experience. Other states
base potentia durations on a claimant’s prior work experience. At times, some states have implemented

their own extended benefits programs, but here we discuss only federd initiatives.
%For a detailed discussion, see Corson et a. 1993,

2



For the most part, however, extended benefits programs in the United States have not singled out such
specid groups, athough there has been policy interest in how the needs of such workers have been met
under the generd extended benefits programs.

Accepting the principle that some extension of Ul benefit duration during arecession is gppropriate
rases saverd implementation issues.

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

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

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

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

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

C When and how should extended benefits programs be terminated?

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

2. ThePermanent EB Program

Temporary programsto extend Ul durations were adopted at the federd level during the
recessions of the late 1950s and early 1960s. Experiences under these programs suggested the
desirability of developing a more systematic approach to extended benefits policy, which was
accomplished by passng the Employment Security Amendments of 1970. These amendments
established a permanent program under which as many as 13 additiona weeks of extended benefits
could be made available to workers who had exhausted their regular Ul entitiements® These benefits

3Technically, EB provides up to one-haf of an individua worker’s Ul entitlement, up to a maximum
of 13 additiona weeks. Inaddition, to bedigible, theworker’ s* benefit year” --the one-year period starting

with the date of the initid Ul daim--must not have ended. The EB program does not explicitly cover
(continued...)



were to be financed on a 50-50 basis by federal and state Ul taxes and were to be activated
(“triggered on”) whenever the lUR in a Sate reached a certain threshold.

Much of the controversy over the EB program has focused on its triggering mechanisms and
whether the program can target extended benefits to |abor markets and time periods in which they are
most needed. Inthe 1970s, EB was payable in agtate if the state’s IUR averaged 4 percent or more
for 13 consecutive weeks and was at least 120 percent of the average IUR for the corresponding 13-
week period in the prior two years. EB aso contained anationd trigger, under which benefits became
avalablein al sates whenever the seasondly adjusted national 1UR exceeded 4.5 percent for 13
consecutive weeks. Amendments to the program in 1981 diminated the nationa trigger and raised the
dtate trigger requirement to 5 percent, with a 120 percent threshold, or 6 percent if the 120 percent
threshold is waived.*

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

3(....continued)
individuals who exhausted their regular Ul entitlementsin prior periodsif their benefit year hasended. For

adefined period, however, emergency extended benefits programs have generdlly provided thiscoverage.

“The 1981 amendments also modified the formulafor the lUR trigger by dropping EB claimants from
the numerator. Thiswas intended to mitigate severa anomdies, such as the tendency of the EB program
to prolong its own duration in a state and the tendency of past EB payments to raise trigger thresholds

inordinately because of the 120 percent rule.

>This secular decline has been attributed to a variety of causes, including (1) changes in the
composition of unemployment--especidly the reduced importance of unemployment from manufacturing
indudtries, (2) federa policy changes, incuding taxation of Ul benefits and changes in pension offset
provisgons, and (3) changesin policy a the Sate level, many in response to the tightening of Ul trust fund

and loan provisons.



In response to this Stuation, the Unemployment Compensation Amendments of 1992 permitted
dtates to choose an dternative trigger mechanism based on the total unemployment rate (TUR). Under
this dternative, 13 weeks of EB would become available whenever a gtate’ s seasondly adjusted TUR
for athree-month period exceeded 6.5 percent and was at least 110 percent of that rate in either of the
previoustwo years. If the TUR exceeded 8 percent (again, with a 110 percent threshold), 20 weeks of
EB would become available.

Because EUC effectively supplanted EB, there has been very little operationd experience with
these new triggers, but smulations using higtorical data suggest thet the dternative triggers may have a
magor impact on making EB more widdly available in the future (Corson and Rangargan 1994). For
example, one smulation of experiences during the 1980s showed that more than one-third of all
exhaustees would have been digible for EB with the dternative trigger, as opposed to fewer than 10
percent under the IUR trigger exigting at the time (Corson and Rangargjan 1994).

Issues surrounding digibility for EB have aso recently come under public scrutiny. Initidly, all
regular Ul exhaustees whose benefit years had not ended were digible for the EB program. 1n 1980
and 1981, however, severd digibility provisons were added. Specificdly, eigible workers were
required to have the equivaent of 20 weeks of full-time work in their base periods, afigure that
exceeded some states’ requirements for initial Ul digibility.®” In addition, requirements for continuing
eigibility were tightened by adoption of more stringent “ suitable work” definitions and by requirements
of active job search than had existed in some gates. By one estimate, these changes reduced the
overal EB casdload by about 10 percent (Corson and Nicholson 1985).

3. Emergency Extended Benefits Programs

During every mgor recesson snce inception of the EB program, the federal government has
provided emergency (“third-tier”) benefit extensions that offer Ul claimants benefitsin addition to (and,
sometimes, in place of) those provided by the permanent EB program. The first of these mgor
emergency programs was the Federa Supplementa Benefits (FSB) program, enacted in late 1974.
This program initidly provided up to 13 additiona weeks of benefits but was soon expanded to 26
weeks. During the 1974-1975 recession, many claimants were eligible to receive up to 65 weeks of
benefits--26 from regular Ul, 13 from EB, and 26 from FSB.8

®Earnings in the base period, a one-year period prior to the Ul initid claim, are used to determine Ul
digibility and benefit amounts. In mogt states, the base period is the firgt four of the last five completed
cdendar quarters a the time of theinitid claim.

"Several European countries mandate additional base period employment requirements for extended
benefits digibility.

8During mogt of its history, the FSB program was financed through the Extended Unemployment
(continued...)



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

Surveys of FSB recipients reveded that they were, on average, somewhat older and more likely to
be women than the generd Ul population. Recipients had consderable work experience on their prior
jobs, and many ultimately suffered sgnificant wage losses as aresult of their layoffs. Although evidence
existed that some workers with relatively week labor market attachments may have received FSB,
there was aso substantia receipt of benefits by workers who had suffered mgjor economic didocations
(Corson and Nicholson 1982).

The next emergency program, the Federal Supplemental Compensation (FSC) program,
addressed worsening labor market conditions brought on by the 1981-1982 recession. Initidly, the
program provided a maximum of either 6 or 10 weeks of additiona benefits, depending on astate' s EB
trigger status. To make benefit durations more sengtive to state-level |abor market conditions these
maximum durations were changed severa times over the course of the FSC program. Because of the
way in which maximum durations were tied to the IUR, potentid durations in a state could change
rapidly. In generd, however, FSC provided considerably shorter durations than the FSB program of
the mid-1970s.

Experiences under the FSC program highlighted some of the problems associated with emergency
extended benefits programs. Because the FSC program was implemented fairly late in the business
cycle (the program continued until March 1985), a substantid fraction of its benefits were paid during
the post-recessonary period. The countercyclica impact of the program was considerably less than
that under FSB (Corson et d. 1986). Similarly, because the FSC trigger formula ensured that workers
indl states would receive aminimum leve of benefits, benefits were not tightly targeted toward labor
markets and periods of the most severe unemployment.® The complex and frequently changing trigger
requirements for FSC aso led to adminigrative difficulties. Particularly problematic were issues relating
to the sequencing of EB and FSC, because many claimants were switched back and forth between the
programs. Similar difficulties arose because FSC was implemented in four distinct phases, each with
somewheat different rules regarding claimants entitlements and reachback provisons.

8(...continued)
Compensation Account (EUCA). However, under the fina extenson of the program benefits were

financed from genera revenues.

*The permanent EB program seemed to do a better job of targeting during this period (see, for

example, Corson et a. 1986).



FSC used the qudifying-wage and work-test requirements incorporated in the EB program in the
early 1980s. These requirements reduced the FSC caseload somewhat. The impact was greatest in
gtates with the least stringent requirements for regular UI.1° States also reported that the FSC work-
test provisions were costly to administer.

Survey data showed few demographic differences between FSC and regular Ul recipients during
the same period. Thisfinding contrasted with that for FSB and may have resulted because
unemployment from durable-goods manufacturing played alarger role in the 1981-1982 recession than
inthe 1974-1975 one. Workerslaid off from jobsin durables manufacturing also experienced longer
unemployment spdlls than did other workers under FSC, and many suffered severe earnings losses
once they became reemployed. FSC provided substantia benefits to workers who might be
categorized as didocated, dthough the program did not explicitly target them.

B. THE FIVE PHASESOF THE EUC PROGRAM

The EUC program was the most recent temporary extenson of Ul benefits. The program was
implemented in five successive phases (labeled EUC-1 to EUC-5), starting in November 1991 and
ending in April 1994. Table 1.1 summarizesthe key eements of each phase, while Table 1.2 presents
aggregated data on clams activities on each of the five phases. Greater detail on the provisons of each
phase and durations by stateis provided in Appendix A. Initidly, EUC-1 provided 6, 13, or 20 weeks
of benefits, depending on states unemployment levels, however, legidation in early December changed
the minimum duration in al statesto 13 weeks. To be digible for 20 weeks of benefits, Sates were
required to have an adjusted IUR (AIUR) of at least five percent or asx-month

°Corson et d. (1986) estimate the reduction in casdload at the national leve to be about 4 percent,

with specific state reductions ranging from zero to more than 20 percent.
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TABLEI.1 MAIN PROVISION OF EUC, BY PHASE



TABLE I.2CLAIMSAND BENEFT AMOUNTS, BY EUC PHASE



average TUR of nine percent.! Regardless of astate’s overal economic hedlth, the legidation
gpecified that long-term unemployed claimants were eligible for at least some additional compensation
(13 weeks during EUC-1).12 EUC-1 had more than 1.6 million first payments, while benefits paid out
equaled $6.7 billion.

The EUC trigger was the first use of the TUR asamgor trigger device, raising issues about the
accuracy of this measure, especidly in smdler states. Because the trigger rates specified in the EUC
legidation were rdaively high, however, only nine dates initialy qudified for the longer benefit period
dlowed. Clamantsin states that did not meet these trigger requirements were digible for 13 weeks of
benefits.

On severa occasions, subsequent phases of EUC dtered the durations dlowed. Under EUC-2,
which began in February 1992 and provided $4.6 hillion in benefits, durations were increased from
either 13 or 20 weeks to 26 or 33 weeks, respectively.®® This phase provided the longest benefit
durations of the five phases. Benefit durations for EUC-3, which lasted from July 1992 to March
1993, were either 20 or 26 weeks. EUC-3 aso contained provisions to reduce potential durations,
depending on the nationd TUR. EUC-4 had the same provisions as EUC-3, but the nationa trigger led
to areduction in duration to either 10 or 15 weeks. EUC-5 reduced durations further to either 7 or 13
weeks. Each change in duration required complex regulations for how former and current claimants
would be treated.

An important feature of EUC was that, during most of the program, states were alowed to choose
not to activate the regular EB program during periodsin which they qudified for that program. States
chose not to use EB; as aresult, EUC supplanted EB except for the last two months of the program
when this option was not in effect. Because EUC was financed soldy from federd sources, the sharing
formulafor funding in the EB program was superseded during the 1990-1992 recession.

The EUC program included two other provisions that made the program both complex and difficult
to adminigter. Fird, like previous temporary extensons, FSB and FSC, EUC included reachback
provisons that allowed benefits to be paid to claimants who had exhausted Ul within a defined period
before EUC enactment. Specificdly, individuas who had exhausted benefits under claims with benefit
years ending after February 28, 1991, could collect emergency benefits if they remained unemployed,
even though the program was not enacted until November 1991. Subsequent modifications to the EUC
program required states to notify claimants who had exhausted their benefits of increasesin benefit
durations for which they might be digible. These increases included those resulting from new legidation
(phase changes) or the surpassing of trigger levels.

"The adjustment consisted of including exhaustees during the most recent three-month period in the
numerator.

2This policy was similar to that of previous emergency benefits programs.

B¥Theincrease in potentia durations affected individua s who began collecting benefits during EUC-1
aswdl asindividuas beginning during EUC-2.
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Second, during EUC-3 and EUC-4 (July 1992 to November 1993), claimants were, under certain
circumstances, permitted to choose between filing a claim for regular Ul or aclam for EUC.
Specificdly, damants who reached the end of a benefit year for regular Ul while collecting EUC could
choose to continue collecting EUC if they had some remaining digibility, rather than being required to
establish anew benefit year for regular U, if they qudified.!* Similarly, newly laid off daimants who
had exhausted aregular Ul claim during the period in which EUC was in effect could choose between
filing anew clam for regular Ul or aclam for EUC based on their earlier benefit year. Claimants who
reached the end of aregular Ul benefit year without collecting dl their potential benefits were
consdered to have exhausted their benefits, as well as claimants who collected dl potentia benefits.

This provison was intended to let claimants choose the more advantageous program and not be
forced to establish anew regular Ul benefit year a areduced weekly benefit amount. 1n doing o,
however, the provison had severa unexpected consequences. Firgt, by alowing clamantsto suspend
igibility for regular Ul to collect EUC, it created a situation in which EUC benefits (which were
financed from genera revenues during this period) substituted for regular Ul benefits (which are
financed through experience-rated Ul taxes). Second, it artificialy reduced the number of new Ul
clams, a series closely monitored as aleading indicator of economic activity. Third, it crested severd
adminigrative problems for gates, including the need to explain this complex choice and itsimplications
to clamants and the need to reconfigure computer systemsto alow clamants to exercise this option.
The provision further complicated adminigtration by having its own reachback eement: states had to
contact digible clamants who filed for a new benefit year prior to July 1992 and offer them the choice
of programs.

States reported that more than amillion and a haf initid EUC claims (about 17 percent of new
initial claims) were processed using this option.*® This provision coincided with the EUC phases
containing the highest level of benefits paid: EUC-3 and EUC-4 provided claimants $8.6 and $7.0
billion, repectively.

Changesin funding for the EUC program mirrored funding changes for previous emergency
programs, with funding provided by the extended benefit UC Trust Fund when a sufficient balance was

YIndividuds who file an initid dlam for Ul and who are determined to be dligible for benefits can
collect benefits up to a maximum amount when they are involuntarily unemployed. Eligibility for these

benefits lasts a year--the benefit year.

BTable 1.2 indicatesthat morethan 100,000 initial EUC claimswere reported as processed under the
optionto defer regular Ul in EUC-5, when the option had been repealed. Some statesindicated that they
had difficulty distinguishing EUC clams based on the deferrd of regular Ul from other EUC cdlams, and

this difficulty may account for these reports.
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available and by generd revenues when it was not. For EUC, the trust fund was used to pay for
benefits during EUC-1, EUC-2, and EUC-5. Generd revenues were used for phases 3 and 4.

Finally, the EUC amendments of 1992 affected both the permanent EB program and the EUC. In
addition to the option of declining to provide EB benefits, States were permitted (subsequent to the
passage of EUC-3) to adopt an dternative trigger based on the TUR for the permanent EB program.
Durations available under the EB program were augmented to provide up to 20 weeks of benefits if
certain trigger levels were reached, rather than exclusvely the 13 weeks available previoudy. We
determine the extent to which these changes permit the EB program to resume itsrole as the first line of
antirecession policy in an overdl Ul program.

C. ISSUESRAISED BY THE EUC PROGRAM

Thisreview of the historica experience with emergency extended benefits programs and of
experiences with the EUC program raises the following six questions, which we address in the
evauation, about the program in generd and the extended benefits initiatives specificdly:

5. Towhat extent did EUC contribute to economic stabilization during the 1990-1992
recesson?

6. What are the characteristics of individuas who collected EUC benefits? Who collected
EUC under the option to opt for EUC instead of regular UI?

7. What were clamants' labor market experiences? What effects did EUC itself have on
clamants labor market activities?

8. What were the fiscd impacts of EUC on date trust funds?

9. What difficulties were encountered in administering EUC? To what extent were these
difficulties endemic to temporary programs, and to what extent did they arise from the
complex design of the program?

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

D. EVALUATION APPROACH

Our approach includes three basic components for addressing the issues raised in Section C. First,
we address macroeconomic issues by examining the number of claims and amount of benefit payments
under the EUC and regular Ul programs over time and among states. We aso compare the pattern
and amount of regular Ul and extended benefits payments during the EUC program with the patterns
during previous recessonary periods. For thisanalysis, we use national and state-level data collected
for dl states from the Unemployment Insurance Data Base (UIDB). We supplement these data with
data on unemployment rates and other macroeconomic measures.
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Second, we tabulate EUC recipients characteristics and compare them with those of regular Ul
recipients who did not collect EUC, to addressissues about EUC recipients characteristics and
behavior. We compare these characteristics with those of recipients under the two previous temporary
extended benefits programs (FSB and FSC). These analyses are based on individua-level datafrom
samples of regular Ul and EUC recipients. Specificaly, we collected administrative records data on
28,420 individuals who collected regular Ul and/or EUC during the period in which EUC was
avalable. These datawere collected from 18 states and weighted to represent the nation (see
Appendix A). We aso collected more detailed data through a telephone survey on two subsamples of
recipients-—-1,341 EUC recipients and 963 Ul-only recipients. Because the telephone survey was
conducted in 1996 and early 1997, and to help minimize recall problems, these subsamples were
restricted to individuas who collected EUC or could potentialy have collected EUC during the latter
three phases of the program. The survey samples were drawn from 16 states (2 states were unable to
provide sample frame datain time to be included in the survey) and weighted to represent the nation
(see Appendix B for adiscussion of the sample design and weighting, and Appendix C for adiscusson
of the survey).

We dso examine some EUC impacts on program adminigration, usng informeation collected
through informa discussons with DOL and regionad DOL gaff and through semigtructured interviews
with program adminigrators. It is extremey ussful for the EUC evauation to examine adminigtrative
issues, because temporary extended benefits programs inevitably create problems for adminigtrators.
These problems are caused in part by the need to implement the programs rapidly and in part by
specid provisgonsin the authorizing legidation, often designed to ensure that particular groups of
camantsare digible. A thorough understanding of the chalenges adminigtrators face operationdly
helps to highlight the potentia strengths and weaknesses of future employment security options.

E. OUTLINE OF THE REPORT

Therest of thisreport is divided into Six chapters describing our findings from the EUC eva uation.
In Chapter 11, we examine the aggregate impact of EUC. This anays'sincludes examinations of the
timing of the EUC program rdative to the recesson, the role EUC played in gabilizing the economy,
and the appropriateness of the triggers to determine EUC benefit durations.

Chapter 111 analyzes the characterigtics of EUC recipients and their experiences while collecting
benefits. We compare the characterigtics of EUC recipients with Ul claimants who did not receive
EUC and with recipients of previous emergency benefits programs while dso examining the effects of
EUC on family outcomes (by looking at the antipoverty effects of EUC).

Chapter 1V analyzes the labor market outcomes of EUC recipients. In particular, we examine
unemployment durations and post-unemployment labor market status and earnings. We aso examine
the effects of EUC on those outcomes.

Chapter V examines the fiscal impacts of EUC. Specificaly, we look at the impact of EUC on Ul
trust funds through two mechanisms: (1) the provison in EUC-3 and EUC-4 that dlowed clamantsto
choose to collect EUC ingtead of regular Ul benefits, and (2) the provision dlowing statesto dect EUC
ingteed of EB.

Chapter VI documents the most important administrative problems associated with EUC. We
document State adminidrators perspectives on their experiences with theinitid implementation of EUC,
the option to choose EUC instead of U, the reachback component, and other EUC provisions.
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Finally, Chapter VII suggests lessons learned through the EUC program for federa extended
benefits policy. These suggestions pertain both to the second-tier EB program and future third-tier
emergency extensons.
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Il. THE AGGREGATE IMPACT OF EUC

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

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

A. SUMMARY OF THE AGGREGATE DATA

The EUC program provided $28.6 hillion in benefits, afigure which, in nomina terms, was
consderably larger than the amount provided by the Federd Supplemental Benefits (FSB) program in
the 1970s and the amount provided by the Federal Supplemental Compensation (FSC) program in the
1980s (see Figure 11.1). This pattern aso holds up when benefits are stated in red terms; by that
measure, EUC was till larger than FSB and FSC in total program size (Figure 11.2).1

18N ational total sfor benefits paid under extended benefits programsare shownin Figuresil.1and 1.2
for the period 1971.1t0 1995.4. For easeof presentation, benefit paymentsunder theregular EB program
are shown separatdly, but benefits under the three “emergency” programs (FSB in the 1970s, FSC in the
1980s, and EUC in the 1990s) are shown asasingle series. Nomina benefit paymentsare shownin Figure
I1.1, whereas the datain Figure 11.2 have been adjusted to red terms, using the Consumer Price Index

(CPI) (1982-83 = 100). Nominal total benefits were: $6.2 billion (FSB), $9.8 billion (FSC), and $28.3
(continued...)
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Another conclusion that can be drawn from the figures is that benefit payments under EUC were
somewhat less concentrated than were those under the earlier emergency programs. This may be
explained in part by the differing shapes of the recessions during these historica periods. The recession
of the early 1990s is widely viewed as somewhat |ess steep, but perhaps more long-lagting, than the
recessions earlier emergency programs addressed. However, some part of the large benefit payments
under EUC that occurred well after the recessionary trough may aso be explainable by the complex
gructure of the program--especidly its optiona claims feature, atopic we take up in the next section.

Findly, the figures highlight the fate of the EB program during the most recent recesson. Wheress,
in earlier recessons, read EB benefits were substantiad and pesked somewhat earlier than did the
emergency benefits, benefits under this program were very smdl during the 1990s. For dl

18(...continued)
billion(EUC). Redl total benefits (in 1982-83 dollars) were: $11.0 billion (FSB), $9.7 billion (FSC), and

$19.9 billion (EUC). Datafor FSB were obtained from Corson and Nicholson (1982). Datafor FSC and

EUC were obtained from the Unemployment Insurance Service, U.S. Department of Labor.
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FIGUREIl.1 EXTENDED BENEHT PAYMENTS
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FIGURE 1.2 REAL EXTENDED BENEHT PAYMENTS
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practical purposes, EUC replaced EB. That result had mgjor consequences for the financing of extended
benefits during the recession of the early 1990s. It adso poses a chalenge for the design of extended
benefits policy in the future.

The conclusions about red benefits payments are mirrored in data on first payments paid, presented
in Figure 11.3.Y Firgt payments under EUC were, in fact, significantly greater than under the other
emergency programs--totaling about 9.2 million, compared to 6.1 million under FSB and 7.7 million under
FSC. Agan, thisdifferenceislargdy explained by the fact that EUC replaced EB, which provided avery
smd| number of EB first payments during the 1990srecession. If EB first paymentsare compared to EUC
first payments, EB first payments during the pesk quarters in the 1970s are approximately equa to EUC
first payments during pesk quartersin the 1990s.

Individud states experienced widdy differing levels of EUC activity (Table11.1). The table reports
data on first payments, weeks paid, and dollars of benefits per unemployed worker.®® For example,
whereas, on average, about 9 percent of unemployed workersreceived afirst payment under EUC, seven
states (Alaska, Connecticut, Digtrict of Columbia, Maine, New Jersey, North Carolina, and Rhode Idand)
had EUC first paymentsthat averaged more than 14 percent of their total number of unemployed workers.
Smilarly, total weeks of benefits of EUC averaged about 1.4

Y n examining the data on first payments, it isimportant to recognize that many workers who collect
afirst payment under the emergency programs aso had received afirst payment under EB. The extent of

this double counting is greatest during the recession of the 1970s and least during the most recent (EUC)

period.

8Table 1.1 reports three measures of EUC experience at the state level : (1) first payments, (2) totd
weeks paid, and (3) tota dollars of benefits. Because the states differ greetly in the size of their labor
forces, we normalized dl the EUC data by the average number of unemployed workers during a quarter
and then averaged thesefigures over the 11-quarter period that EUC benefitswerepaid (1991.4-1994.2).
Although thisnormdization isnot ided, it is sufficient to permit the illugtration of generd trends.
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FIGURE 1.3 NUMBER OF FIRST PAYMENTS PER QUARTER
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TABLEII.1 EUC PAYMENTS AND BENEFITS PER UNEMPLOYED WORKER, BY
STATE
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per unemployed person in the nation as awhole, but four states (Alaska, Connecticut, New Jersey, and
Rhode Idand) had averagetota weeksof EUC of morethan twicethislevel. Asweshow later, highlevels
of unemployment in these states explain a sgnificant portion of these differences. Smilarly, variation in
states’ Ul bendfit levels combined with these differing EUC experiencesto yield avery high variancein the
dollar value of EUC benefits per unemployed worker among the sates. For many states, this figure
averaged lessthan $150, but it exceeded $600 in New Jersey and Rhode Idand. In generd, theseresults
suggest that EUC payments were larger in some satesthan in others. 1n subsequent sections, we seek to
evauate the efficacy of this targeting in achieving the gods of the program.

B. THE CYCLICAL ADEQUACY OF THE EUC PROGRAM

Animportant question concerning the EUC program isthe degree to which the EUC program met the
needs of workers during the recession of the early 1990s. Assessing adequacy, however, is necessarily
arbitrary--there are no unambiguous criteria by which such an emergency program can be said to have
performed adequately. Nevertheless, webdievethat acareful examination of thetemporal and geographic
concentrationof EUC activities, together with comparisonsto earlier programs, providesan overal picture
of the program’ s strengths and weaknesses.

1. National-Level Analysis

Table 11.2 providesfour summary measures of EUC activitiesduring the entire period of itsoperation,
compared to the earlier emergency programs, FSB and FSC. To focusthese comparisons strictly on the
“extended benefits’ aspect of the EUC program, we have adjusted the nationd figures to iminate the
portion of EUC claims that arose from the Ul-optional feature of
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TABLEI1.2 NATIONAL MEASURES OF CYCLICAL ADEQUACY
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the program.’® Although this adjusment is crude, we believe the resulting data are more directly
comparable to data from the earlier emergency programs, than would be the unadjusted data.

The firs measure, “emergency exhaugtion rate,” which was computed by dividing tota emergency
exhaugtions by tota emergency first payments under the various programs, indicatesthat the EUC program
was smilar to the FSB program, in that approximately 61 to 64 percent of dl recipientswent on to exhaust
benefits. FSC exhausdtion rates were much higher than those under either FSB or EUC, primarily because
emergency durations were much shorter under the 1980s program.

As an dternative to these emergency exhaustion rates, we also computed an estimated “total”
exhaudtion rate that attempted to measure the fraction of al workers who received a regular Ul first
payment during the various recess ons and who went on to exhaust emergency benefits. By thismessure,
EUC was more smilar to FSC. Under both FSC and EUC, gpproximately one-fourth of al claimants
recaiving aregular Ul first payment went on to exhaust the benefits avail able from an emergency program.
This contrasts to the relatively low total exhaustion rate that occurred under the FSB program (here,
estimated as 15 percent.)®

These comparisons help illudtrate the role of the permanent EB program during various recessons.
During the recession of the 1970s, EB benefits were substantial and occurred before any FSB benefits
were collected. Therefore, assuming that practicaly al exhaustees from one stage of Ul benefitswent on
to thenext, thetotal exhaustion ratefor FSB represented the product of three numbers. the exhaugtionrate
for regular Ul (about 40 percent), the exhaustion rate for EB (about 60 percent), and the exhaustion rate
for FSB (about 60 percent). For FSC, theregular EB program played agreetly reduced role. If only half
of al recipients used that program, its “effective’” exhaugtion rate was about 80 percent. In combination
with the observed FSC exhausdtion rate of about 80 percent, thiswould yield atota exhaustion rate of 26
percent. Finaly, the EB program was amost completely replaced by EUC in the 1990s; hence, a
prediction of the total exhaustion rate of that program is about 24 percent. By this measure, EUC did a
farly good job of replacing EB during the recession, in that the total exhaustion rate actualy was somewhat
lower thanit wasfor FSC. EUC, however, did not come closeto providing the protection for unemployed
workers that the combined EB/FSB program did in the 1970s.

¥We used estimates computed from individua-level dataof the number of recipientswhowere“EUC
only” during Phase lll and IV of the program as representing the number of Ul-optiond recipients. Indl,
suchan adjustment served to reduce EUC first payments and exhaustions by about 29 percent during these

phases. Dollar-denominated EUC measures were reduced by about 23 percent.

?|n their study of the FSB program, Corson and Nicholson (1982) use a somewhat different
methodology to calculate a totd exhaustion rate of 16-17 percent--a figure that, they point out, is well
below exhaustion rates for regular Ul during periods of high employment.
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This broad conclusion is supported by the other entries in Table 11.2, which show totd red benefits
paid under both EB and the emergency programs on a per-unemployed-worker basis. Regardless of
whether these figures are computed on the basis of al unemployed workers, or only on the basis of al
workers unemployed 15 weeks and longer, the real level of extended benefits provided by EUC fdll
somewhere between that provided during the FSB period and that provided during the FSC period. To
put these figures in perspective, red regular Ul benefits per unemployed worker averaged $522 over the
entire period 1971.1 to 1994.4. Hence, all extended benefits programs paid benefits that condtituted a
sgnificant proportion of unemployment compensation during periods when the emergency programswere
in effect.??

To gain further understanding of the cyclicd performance of EUC at the nationd leve, we estimated
a series of descriptive regresson equations using read tota unemployment compensation benefits per
unemployed worker asthe dependent variable (resultsarereportedin Tablel1.3). Thefirst regresson used
asindependent variables only the TUR and three seasona dummies. Subsequent regressions added other
cyclical measures on unemployment durations. All the regressonswere adjusted for sgnificant first-order
autocorrelation in their residuas®

The equationsreported in Table11.3 explain the datareasonably well, and dl show strong cyclica and
seasonal influences on the redl UC benefits series. There does appear to be some colinearity between the
TUR itsdlf and the various durations measures used, dthough al the results seem to accord well with prior
expectations. Focusing on equation 3, for example, we seethat real UC benefits per unemployed worker
are estimated to increase by about $69 for each percentage point increase in the TUR and by about $10
for each percentage point increase in the fraction of workers unemployed 27 weeks or longer. If, during
a“typica” recesson, the TUR increases by two percentage points and the fraction of workersunemployed
27 weeks or longer increases by five percentage points, tota real UC benefits per unemployed person
would be predicted to increase by $188 (= 2 x $69 + 5 x $10).

We used thisgenerd calculation to appraise the cyclica adequacy of dl extended benefits programs.
To do that, least squaresregressionsidentical to theform used asequation 3in Table 11.3 werefit to four
data series over the 1971.1 to 1994.4 period: (1) tota red benefits per unemployed

?Redl extended benefits per worker unemployed 27 weeks and longer were, of course, much larger

than these figures--amounting to $1,941 in 1976.1, $978 in 1983.2, and $1,466 in 1992.2.

22Extended benefits (both EB and emergency) constituted about 34 percent of al UC benefitsin each

peak recessionary quarter.

ZIn preliminary andyses atime trend was included in these regressions, but its coefficient was never
ggnificantly different from zero, and that variable was not included in the models reported here.
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worker, and its three condtituent parts. (2) regular benefits per unemployed worker, (3) EB benefits per
unemployed worker, and (4) emergency benefits per unemployed worker.?*  An examindion of the
resduas from these regressions leads to severa observations.

Fird, resduas estimated from the tota benefits equation had very different patterns during the three
emergency periods studied. For the FSB period, large positive residuals were the prevalent pattern,
averaging more than $300 per unemployed worker during the four quarters, 1975.2 to 1976.2.
Approximately three-fourths of this*unexplained” positiveresdua arosefromthe EB and FSB programs,
withasmadler (athough il positive) resdua being atributableto regular UI. Second, for the FSC
program period, this pattern was reversed. The total benefits regression exhibited negative resduas
throughout most of the period, averaging nearly 1$120 during both 1982 and 1983. Again, perhaps as
much as three-quarters of this shortfal was explained by the negative resduds in the EB and FSC
regressions.®

Third, the residuas exhibited no strong patterns for the EUC period. For tota benefits, the residuas
had both positive and negative sgns. Some of the quarterly resduds (for example, those for early 1992)
supported the notion that EUC succeeded in offsetting the EB shortfal during these quarters, but this
pattern was not uniform throughout the EUC period, and the later part of the period exhibited negative
resduds. Therefore, from the perspective of these regressions, EUC again appeared to be a midsized
response to the recession of the early 1990s, faling between the experiences during the FSB and FSC
periods.

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

Benefits paid under thethree mgjor emergency programsof the past 20 yearsal peaked well after the
cydlicd troughs (Figurell.4). For EUC, thegap wasespecidly large. Real EUC benefits per unemployed

%To presarve the property that the residuals sum properly to totals across the regressions, these

equations were not adjusted for autocorrelation.

*This patern of residuds for FSC is similar, dthough not identicd, to that reported in Corson,
Grossman, and Nicholson (1986). The primary difference hereisthat thetota and FSC resduasaremore
uniformly negative than in the earlier report. Apparently, the additiona data available for the regressons
(especidly those related to EUC) provide stronger confirmation of the modest size of the FSC response.
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worker peaked in 1992.2, nearly five quarters after the cyclical trough in 1991.1. On the other hand, for
FSB and FSC, real benefits per unemployed worker tended to peak between
two and four quarters after their respective cydlicd troughs?® Part of this disparity can be explained by
the rdatively dow recovery fromthe 1991 recession, but the differenceis il surprising, given theimportant
role EB played in the previous recessions. That roleis highlighted in Figure I1.5, which clearly showsthe
cyclicd sengtivity of the EB program prior to the 1990s. In the recessions of the 1970s and 1980s, red
EB benefits per unemployed worker grew very rapidly even before the cyclicd troughs. Thiswould have
resulted in adelay of emergency benefits for alarge number of

*FSB benefits peaked in 1976.1 (trough 1975.1), FSC in 1983.1 (trough 1982.4).
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FIGURE 1.4 REAL TOTAL BENEFITS UNDER EMERGENCY PROGRAMS PER
UNEMPLOYED PERSON



FIGURE 1.5 REAL EB BENEFITS PER UNEMPLOYED PERSON
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clamants until they reached their “third tier.”  Although there was aminor increase in EB benefits shortly
after the cyclica trough in 1991.1, implementation of EUC in combination with long-standing difficulties
with the EB trigger mechanism severely congtrained the responsiveness of the permanent program.
Fndly, Fgure 1.6 uses the regresson methodology underlying Table11.3 to gain further ingghtsinto
the timing question. That figure reports the resduds from equation 3 in Table 11.3 as an indicator of the
adequacy of the programmatic response to the various recessions.?’ The figure shows that totd red
unemployment compensation per unemployed worker typicaly experiences a smdl decline early in a
recession. After that, policy responses have varied widely, ranging from the large increase associated with
FSB to thelengthy period of negative residuasassociated with FSC. For EUC, the policy response seems
to have more than restored total benefitsto their predicted levels. Again, the overall lesson to be drawn
fromFigurell.6isthat, given its effective replacement of the permanent EB program, the extended benefits
component of EUC was generaly consstent
with earlier such extended benefits programs in terms of the severity of the recesson in the early 1990s.

2. State-Level Analysis

State-level data on EUC can aso be used to evauate the program’s cyclica performance. Basic
measures of such performance areillustrated in Table 11.4. To achieve comparability among the Sates, dl
data are presented on a per unemployed worker or per insured unemployed worker basis. The entriesin
the table have been adjusted for the optional claims feature of the EUC program--that is, they refer only
to the extended benefits aspect of the EUC program, not to its regular Ul
FIGURE 11.6 UNEXPLAINED RESIDUAL IN TOTAL REAL UNEMPLOYMENT

COMPENSATING BENEFITS

2"Although equation 3 was estimated by maximum likelihood to control for autocorrelation, the
resduas were computed such that the predicted vaue of the dependent variable was not adjusted for
autocorrelation.
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replacement component. Overdl, the figuresin Table 11.4 exhibit consderable variability in the impact of
EUC on states. For example, wheress adjusted EUC first payments per insured unemployed worker
averaged gpproximately 0.25, five states had figures over 0.35.2 Similarly, dollars paid in EUC benefits
vary widdly acrossthe states. Adjusted dollars per insured unemployed worker averaged $638 acrossdl
the states, but six of them averaged more than $1,100 per insured unemployed worker.

The ggnificant variahility exhibited by the figuresin Table 11.4 show that EUC triggers did alocate
avalable funds differently among the states. To examine the properties of thistargeting, we ran a series of
smple ordinary least squaresregressonson the state averagefigures. Explanatory variablesincluded both
measures of the strength of the state labor market (the TUR) and measures of the generosity of state Ul
programs (resultsfor theseregressonsarereported in Table11.5). 1n genera, these regressions explained
at least half the wvariation in +the state-level EUC
data. The measure of labor market strength (the TUR or the IUR) was dways Satidticaly significant,
confirming the fact that EUC did achieve a Sgnificant degree of countercyclica targeting. The estimated
coefficients of the cyclical variables in Table 11.5 were relatively low, however. For example, each
percentage point increase in the TUR was estimated to increase adjusted EUC first payments per
unemployed worker by 0.6 percent and to raise dollars of EUC by $27. Regressions that used the ITUR
as acyclicad measure gave smilar results, athough these equations tended to fit the data somewhat better
than those that used the TUR. Coefficients for the lUR tended to be 2 to 2.5 times the size of those for
the TUR--a difference roughly in line with the magnitude of these variables.

| nonestate--Virginia--our estimate of adjusted EUC first payments per insured unemployed worker
amounted to morethat 0.51, however, inconsstenciesin theinitid clamsand first payments data reported
by the state suggest that EUC first payments may be overstated.
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TABLEILS REGRESSIONS ON STATE AVERAGES DURING EUC



Examination of the residuas from the equations in Table 11.5 suggests that EUC activity across the
states was consderably less variable than might be suggested by the raw data. Only four states
(Connecticut, Delaware, Massachusetts, and Tennessee) had figures for adjusted EUC dollars per
unemployed worker that were greater than one standard deviation above what might have been expected,
giventhar characterigics. Similarly, four states (Michigan, Minnesota, Washington, and West Virginia)
had averages more than one standard deviation below the figures predicted by the regressions. For most
dates, however, characterigtics of their unemployment compensation systems, together with measures of
local labor market strength, explain EUC activity fairly well. Therefore, the overal complexity of the
program appears not to have distorted in any major way its operation as a traditional extended benefits
program.

Finally, the state data can aso be used to gppraise the timing of the extended benefits portion of the
EUC program. To do so, we constructed apooled dataseriesfor al the states covering the period 1991.4
t0 1994.2. Thesedatapermitted usto evauate whether thetypicd state' s experience suggested that EUC
activity met the state’ slabor market needs during the period the program wasin operation. Consequently,
our modeling of differences among the datesover timerdied on rdaively smple specifications. Typicaly,
we included a measure of cyclicad sengtivity (the TUR or the IUR), together with quarterly and State
dummy variables (a“fixed-effect” modd), as explanatory variablesin regressions on adjusted EUC first
payments and total benefits per unemployed person. Table 11.6 reports representative results for these
estimates.

The results suggest that, for the typica Sate, adjusted EUC first payments expanded rapidly oncethe
program was introduced, but that dollars of benefits paid in the first quarter of the program’s operation
(1991.4) weresgnificantly lower than might have been predicted by the severity of Iabor market conditions
at that time. Hence, the mid-quarter introduction of the program
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and the lag in implementation that has characterized al emergency programs were reedily apparent in the
statedata. Overal, it appearsthat in 1994.4 EUC benefits per unemployed worker were about $170 short
of what the program provided in its later periods of operations, given labor market conditions.

A somewhat surprising result of the pooled estimates involves the termination of EUC. Prior studies
of emergency benefits programs have suggested that a large fraction of benefits are paid well after the
economy has recovered, thereby suggesting that more careful targeting would be appropriate. However,
because of the “long and shalow” shape of the recession of the early 1990s, we did not find that pattern
repeated. Instead, the pooled estimatesreported in Table 1.6 suggested that both EUC first paymentsand
total benefits were significantly lower in the fina two quarters of the program’s operation (1994.1 to
1994.2) than might have been predicted by the relative strength of the states’ |abor markets. Indeed, the
shortfall of total benefits per unemployed worker in 1994.2 closdy approximated the shortfal at the start
of the program in 1991.4. Therefore, it appears that
the peculiarities of the 1990s recesson may have atered somewhat the standard view of the timing of
emergency programs.

C. STABILIZING EFFECTSOF THE EUC PROGRAM

A mgor god of al unemployment compensation programs is to stabilize purchasing power during
recessons, thereby fostering the future recovery of the economy. Regular Ul benefits meet this goa
automaticaly: benefits expand as laid-off workers file their initid claims. In prior recessons, the EB
program aso tended to play the role of automatic sabilizer, dthough in these cases, legidative changesin
trigger criteria were sometimes used to ensure that the program performed its role in a timely manner.
Because emergency extended benefits programs are discretionary, they cannot properly be categorized
as"automatic” gabilizers. Thebenefitspaid under emergency programstill perform apotentialy important
dabilization role, however, especidly in the later stages of arecesson. In this section, we examine how
well EUC played thisrole.

To evduate the gtabilization properties of EUC, we first sought to characterize the decline in
purchasing power that accompanies recessons. Wefit asmple exponentid timetrend to red digposable
income over the 1971-1995 period.?® Negativedeviationsfromthistrend werethen regarded asmeasuring
the cyclical declinesin purchasing power that UC benefits are intended to dabilize. Severd conclusons

*We dso investigated severa other measures of recessionary declinesin economic activity, including
rea Gross Domestic Product (GDP), red consumption spending, and nationd income. These indicators
gave somewhat different gppraisds of the relaive severity of the three recessons we investigated.
However, dl showed that the decline of the 1990swas of somewhat longer duration than werethe declines
inprior decades. Although we believethat thefocus on trendsin real disposableincomeisan gppropriate
one for gppraising stabilization policy, thefact thet other cyclicad indicatorsimplied that the recesson of the
early 1990s was not as severe suggests that caution should be exercised in interpreting our results.
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can be drawn from an examination of this measure (Figure 11.7). Firgt, in terms of purchasing power, the
recession of the early 1990s appears not to have been as mild
as traditionally portrayed. Deviations of red digposable income of more than two percent below trend
occurred during more quarters of the 1990s than in any mgor recesson in earlier decades. Smilarly, the
tendency of the 1990srecession to linger onisreadily apparent in the data on purchasing power. Although
the officid trough of the recession occurred latein 1990, large negative resdualsin redl disposableincome
lasted into mid-1994. Findly, Figure I1.7 implies that total lost purchasing power during the complete
1990s downturn exceeded by a substantial margin total losses in earlier downturns. In part, of course,
these larger totd losses are explained by the much larger size of the nationd economy in the 1990s. But,
even in percentage terms, the length of the 1990s downturn resulted in the largest losses of purchasing
power of al the downturns shown in Figurell.7.



FIGUREII.7 DEPARTURESOFREAL DISPOSABLEINCOMEFROM TREND LOGARITHMIC
SCALE1971.1 TO 1994.4
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The rdatively unusua shape of the 1990s recession makes it difficult to compare the stabilization
properties of EUC to those of earlier emergency programs. In the latter periods, such appraisals usualy
found that emergency benefits occurred too late in the recession to have much stabilization impact. EUC
benefits followed asmilar trend, in that the program did not begin to pay benefits (in 1991.4) until three
guartersafter the NBER-designated recessonary trough (in 1991.1). Thisofficid timing of therecesson,
however, may be mideading. Because the shortfdl in purchasing power in the 1990s|asted far beyond the
recessonary trough, such a caculation may not tell the full sory here. Throughout the years 1992 and
1993, EUC provided an important offset to the shortfdl in disposable income; hence, the program may
indeed have contributed to the economy’ s ultimate recovery in purchasing power in late 1994. Tablell.7
provides some summary measuresthat help makethispoint. Inthe aggregate, thegap in disposableincome
illugtrated in Figure 11.7 was much greater in the 1990s than in earlier recessons. Our smple time trend
andyss suggests that digposable income fell $800 hillion below trend during the period examined, versus
less that $300 billionin earlier recessons. In part, thislarger shortfdl isexplained by the growth of theredl
economy over the period, but a more important explanation is the much greaster number of quarters that
condtituted the 1990s shortfal. Thefiguresin Tablell.7 show that al unemployment compensation benefits
replaced a much smaller percentage of the large income shortfal in the recession of the 1990s than they
did in prior recessons. EUC's replacement was aso relatively modest, averaging 2.5 percent of the
income shortfdl over the entire period. However, detailed examination of the timing of the emergency
programs suggests that EUC' s replacement proceeded at a much more steady rate over the period than
was the case for the other emergency programs. For virtualy al the quarters of the EUC program’s
exigtence, its benefits replaced between 2 and 4 percent of the estimated shortfdl in disposable income.
Figuresfor the earlier emergency programs
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were much more erratic. Both FSB and FSC provided large amounts of benefits during quartersin which
the income shortfal was either very smal or nonexistent. Hence, these computations suggest thet, reletive
to other emergency programs, EUC had modest, but steady, stabilizing influence on the economy during
its period of operation.

Indeed, our anadlysis suggests that, if anything, EUC may have been phased out a few quarters too
early. Even by thethird quarter of 1994, redl disposableincomeremained nearly 2 percent below trend--a
greater shortfal than experienced this latein either of the earlier recessons. Continuation of EUC benefits
a roughly the same levels asin 1993.4 and 1994.1 into 1994.2 and 1994.3 would not have resulted in
replacement percentages any larger than those that characterized the periods of the program’'s peak
operations. However, the conclusion that EUC ended somewhat prematurely, from the point of view of
dabilization, isnot supported by other measures of economic activity (such asred GDP) which had largely
returned to their trend growth paths by early 1994. Of course, usng EUC-type programs to sustain real
incomes may be inferior to other types of programs (such as tax reductions), but we have not examined
such programs here.

D. THE PERFORMANCE OF EUC TRIGGERS

Two aspects of the EUC program concern the extended benefits trigger mechanism and its sengitivity
to the trigger indicators and threshold levels used. Of most direct relevance is the trigger used in the
programitsdf to implement digibility for “ upper-tier” (longer potentia duration) benefits. That mechanism
sought to focus longer potentid durations on especialy weak labor markets, and there is a natural policy
interest in how sengtive the results were to the triggers used. Of perhaps greater relevance to overal
extended benefits policy is the relationship between EUC and the regular EB program. Specifically,
adminigrative policy alowed EUC to supplant EB during the recesson of the 1990s. A naturd question,
then, is How would EB itsdf have performed if this subgtitution had not occurred? In this section, we
develop a smulation methodology to address both issues.

1. Triggering Upper-Tier Benefits

Upper-tier potentid durations under the EUC program were available during 79 of the 561 Sate-
quarter periodsinwhich EUC wasin effect (Tablel1.8).%° Although this represents only about 14 percent
of the periods in which the EUC program was available, we estimate that a far higher fraction of EUC
clamants (gpproximately 26 percent) were eigible for maximum duraions. The primary reason for the
discrepancy isthat periods of EUC maximum benefits were likely to occur in week labor markets and in
somewhat larger states (especially California, where such maximums
were avallable throughout the EUC program). This tendency is more pronounced if the number of EUC
clamantsis adjusted s0 as to eiminate those who collected benefits under the optiona provison of the
program. After making such an adjustment--an adjustment suggested by the desireto focusonly on EUC
clamantsfor whom the program served as a true extended benefits program--the estimated fraction of

39Because EUC periodsdid not coincide precisdly with cdendar quarters, dl thefiguresinthis section
are necessarily estimates, even for casesin which we seek to describe the operations of the actual program

rather than smulate dternative scenarios.



clamantsin upper-tier periodsrisesto morethan 27 percent. Still, thefraction of EUC claimants estimated
to be digible for longer durations fell abit short of the estimated fraction of individuas who exhausted Ul
benefits during periodsin which the maximumswerein effect. This suggeststhat ardatively higher fraction
of exhaustees did not continue on to EUC in the weakest labor markets®' One possihility is that these
exhaustees were

LA smple computation from the find two columns of Table 11.8 suggests that only 77 percent of
exhaustees went on to collect EUC in maximum duration periods, versus 92 percent in regular duration
periods.
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more likely to stop actively searching for ajob and withdraw from the labor market in such locations, but
we have no direct evidence on this possihbility.

To examine the possible consequences of using dternative triggering criteria for upper-tier benefits
within the EUC program, we developed a quarterly smulation model for the program over the period.
Cdibrating thismoded posed severd difficulties, primarily because of the extremey complex nature of the
EUC program itsdlf. In our attempt to Smulate the program, we consistently overestimated the extent of
upper-tier periodswhen we used the program’ sactud trigger levels. Experimentation with the Smulations
revealed that the primary difficulty lay in our estimated series for the insured unemployment rate measure
used in the program’ strigger. That rate--the adjusted insured unemployment rate (A1UR)--adds regular
Ul exhaustees during the most recent three-month period to the numerator of the IUR. Our estimates
suggested that this addition raised the mean IUR from 3.3 to 4.2 percent during the overdl EUC period,
and that it raised the mean IUR in upper-tier periodsfrom 5.4 to morethan 7 percent. Although webdlieve
our caculations of the AIUR to be correct, it is apparent that these levels suggest far more extensive
periods of EUC upper-tier benefitsthan actually occurred. A possiblereasonisthat actua triggering based
on weekly data on the AIUR proved to be less generous than was indicated by our quarterly
approximations, but we were unable to examine this hypothess.

Given these problems with our estimates of the AIUR, we chose to cdibrate the smulation model
amply by raising the EUC trigger level for the AIUR from its actual value (5 percent) to a levd that
smulated the gpproximate level of upper tier periods (6.3 percent). Under this*base case’ smulation, we
edimated that EUC provided enhanced potentia durations during 80 periods (versus 79 in the actua
program) in Stuationsin which 2.95 million exhaustees would have been digible (versus 2.87 millionin the
actual program). Overdl, we found that this smulation correctly predicted the upper-tier status of 60
periods. That is, the smulation mode was correct about three-quarters of the time. We viewed this
agreement to be suitably close for the rough types of smulations we wished to undertake. Consequently,
we employed this base case to evauate dterndive trigger leves that might have been used in the EUC
program.

Our smulations (Table 11.9) show that EUC upper-tier periods were senstive to the specified levels
of boththe TUR and the AIUR. Each tenth of apoint reduction in the TUR threshold below nine percent
added about 70,000 exhaustees to the set of workers potentialy digible for the upper-tier benefits,
whereas each tenth of a point decrease in the AIUR threshold added about 150,000 exhaustees.
Vaiations inthe TUR maintained greater consistency with the actua upper-tier periodsthan did variations
inthe AIUR, thereby indicating some of the sengtivitiesinherent in lUR-based triggers. Many periodswith
overall unemployment levels only slightly below nine percent would
not have been digible for upper tier bendfits if the AIUR trigger had been more stringent than it actudly
was.

2. Subgtitution of EUC for EB

One provison of EUC, which wasin effect until the last two quarters of the program, permitted ates
to decline to participate in the regular EB programwhen the state met the trigger criteriafor that program.
All states took advantage of this option to substitute EUC for EB. To estimate the extent of that
subdtitution, we devel oped asimulation mode of the EB trigger mechanism over the1991.4-1994.2 period.
Results from those smulations are summarized in Table 11.10.

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

51



TABLEI.9 SIMULATIONS OF EUC UPPER TIER DURATION PERIODS

52



TABLEI1.10 SIMULATIONS OF EB PROGRAM TRIGGERS

53



during 101 state-quarter periodsif al states had adopted the TUR aswel asthe IUR as atrigger.®? This
would have resulted in nearly 3 million exhaustees of regular Ul potentidly being digible for EB.** More
than haf of thesewould have been digiblefor the* upper tier” (20 weeks) of EB rather thanthe“lower tier”
(13 weeks).

Our smulations dso showed that with modest variationsin that program’ strigger criteria, many more
exhaustees could potentiadly have been digiblefor EB. The most important of these variationswould have
been to diminate the thresholds in the current EB law tha require unemployment rates
to exceed thosein prior yearsby prespecified amounts. 1n the absence of such thresholds, especialy those
relating to the TUR trigger, the number of exhaustees potentidly digible for EB would expand
sgnificantly.®* Indeed, diminaing the TUR threshold would have raised the number of digible exhaustees
from less than 3 million to more than 7 million--a number that begins to resemble the adjusted number of
fird payments under the extended benefits component of the EUC program (8.2 million). Modest
vaiationsin the trigger rates themsaves would not have had such a substantid impact on EB availahility.
Reducing the IUR trigger by haf a percentage point (to 4.5 percent) would have had an imperceptible
effect on EB digihility if the TUR and both threshold requirements remained in effect. Lowering the TUR
threshold to 6 percent (from 6.5 percent) would have expanded EB digibility somewhat (by perhaps 5
percent), but the thresholds would still have exerted a Significant congtraining effect.

%2The augmented trigger required an IUR of 5 percent, which exceeded the average of the prior two
years IUR by 20 percent, or aTUR of 6.5 percent, which exceeded the prior two years average TUR
by 10 percent. If the TUR trigger was not adopted, EB payments would have been much smaller. Under

that scenario, EB would have been available in 28 state-quarter periods for 714,000 exhaustees.

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

#Thisfinding is Smilar to that reported in Corson and Rangargjan (1994).
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1. CHARACTERISTICSOF EUC RECIPIENTSAND THEIR
EXPERIENCESWHILE COLLECTING EUC

The Emergency Unemployment Compensation (EUC) program was introduced in response to a
perceived need to lengthen the duration of unemployment benefits for unemployed workers during the
1990-1993 recession. Because the duration of unemployment lengthens, unemployment compensation
benefits are often extended during recessons. Individuas who experience long spells of unemployment
may need alonger period of unemployment compensation, since other sources of income support may be
unavalable or are not sufficient to cover the temporary economic needs of recipients and their families.
Individudswho experiencelong spellsof unemployment during recessionary periodsmight also benefit from
reemployment assstance or training, but effortsto increasetheleve of such servicestypically havenot been
tied to extensons of unemployment compensation.

Inthischapter, weexaminetheuse of employment, education, and training service and the anti-poverty
effectivenessof EUC. We begin by examining the unemployment compensation experiences of recipients
who collected regular Unemployment Insurance (Ul) and/or EUC during the period in which the EUC
programoperated. We a so examinethe demographic and pre-layoff job characteristicsof EUC recipients
and compare them to a group of recipients who collected only regular Ul. We use adminidrative data
collected from the 18 statesin our sample for our andys's of unemployment compensation experiences,
we adso use survey data for our analyss of the characteristics of recipients and their income and
reemployment service receipt. Asdiscussed in Chapter |, the survey datawere collected for subsamples
of EUC and Ul-only recipientsin the 16 states that provided datain time for incluson in the survey. To
reduce recal error, the survey data are restricted to recipients who began collecting EUC during the later
three phases of EUC. Thisredtriction is aso gpplied to the Ul-only sample by redtricting that sample to
individuds who, if they had collected EUC, would have been likely to collect EUC during its later three
phases. Both data sets are weighted to represent nationd totals as described in Appendix A.

Our andysis of the unemployment compensation experiences and characterigtics of EUC recipients
indicates that it makes sense to think of the EUC program as having served two types of recipients: (1)
long-term, unemployed individuds, and (2) short-term, unemployed individuas. Prior temporary extended
benefitsprograms served long-term unemployed individua sbecauseindividua scould not receive extended
benefits until they collected al their regular Ul benefits and, depending onthe program, extended benefits
provided through the permanent Extended Benefits (EB) program. During EUC-3 and EUC-4, however,
individuals who had previoudy collected regular Ul and had used up their benefits because they had
collected dl their benefitsor had reached the end of abenefit year were alowed the option, whenthey filed
aninitid clam, of collecting EUC ingtead of establishing anew Ul benefit year. Our anadysisindicatesthat
the vast mgority of individuaswho choseto collect EUC ingtead of establishing anew benefit year did not
continue on to regular Ul. Thisgroup aso had relatively low benefit exhaustion rates, and many appeared
to be job-attached workers on temporary layoff.

For thisreason, we divide EUC recipientsinto two groupsfor our andyses. We combineindividuas
who collected Ul then EUC or EUC then Ul into one group (Iabeed Ul-and-EUC) and consider thisgroup
as recipients who received both first- and second-tier UC benefits. We use this group when we make
comparisons to extended benefit recipients under prior temporary extended benefits programs. Theother
group (which we label EUC-only) are recipients who collected only EUC and who appear more like our
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comparison group of Ul-only recipients. We aso present data for the combined groups, to alow for
statements about the entire population of EUC recipients.

The rest of this chapter conssts of five sections. Section A provides a description of the
unemployment compensation experiences of Ul and EUC recipients. Sections B and C provide
descriptions of their demographic and pre-layoff job characteristics. Then, in Section D, we examine
recipients use of public assstance or retirement benefits and see how use of these programs changed as
reci pients made the trangition from employment to unemployment. Wea so examine householdincomeand
poverty status, aswell as EUC's role in helping recipients maintain their household incomes. Findly, in
Section E, we examine the use of reemployment services and training and whether long-term unemployed
recipients could potentidly have benefited from more services or training.

A. UNEMPLOYMENT COMPENSATION EXPERIENCES

Approximady 22,5 million individuds received one or more weekly payments from sate Ul,
Unemployment Compensation for Federd Employees (UCFE), Unemployment Compensation for Ex-
Servicemen (UCX), and/or EUC programs during the period in which EUC was available® AsTable
[11.1 shows, theseindividuas, on average, established 1.2 benefit yearsduring thisnearly three-year period
and received 23.4 weeks of benefits (17.1 Ul and 6.3 EUC), for atotal of $4,030 in payments ($2,942
from Ul and $1,088 from EUC). These averages mask condderable variability.

%We defined the population of interest as individuals who either received an EUC payment or could
potentidly havereceived an EUC payment if they had remained unemployed long enough. We defined this
later group asindividualswho recelved afirst payment from astate Ul, UCFE, or UCX (heresfter referred
toasUl) program during the period January 1991 through September 1993, sincetheseindividuaswould
have been digible to collect EUC if they exhausted Ul. This definition excludes some who were digible
for EUC through the reachback provisons, snce those provisions alowed some individuas who began
collecting regular Ul prior to January 1992 to collect EUC. However, we believe this definition captures
the vast mgority of individuas potentidly eigiblefor EUC. Findly, our andyssexdudesthe smdl number
of payments made under the regular EB program during this period; we did not collect data on these

payments for the individuas in our sample.
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TABLE 1.1 UNEMPLOYMENT COMPENSATION EXPERIENCES OF INDIVIDUALS
ESTABLISHING BENEHT YEARS DURING THE EUC PERIOD
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While mogt individuas (80 percent) established a single benefit year, 17 percent established two benefit
years and 3 percent established three or four. The decile of individuals receiving the largest payments
received 23 percent of al dollars spent during this period, while the decile receiving the lowest payments
received less than one-haf of one percent of total payments. These numbersimply that the individuasin
the highest decile received more than $9,000 on average (56 weeks of benefits) and those in the lowest
decile received $173 on average, or roughly one week of benefits.

Tuming to an analysis of benefit years (Table 111.2), we can see that most of the benefit years (90
percent) established during the EUC period began with a spdll of regular Ul, which, about 30 percent of
the time, was followed by aperiod of EUC collection.*® The remaining 10 percent of benefit years began

%The administrative records did not alow us to determine precisdly which individuas who began
collecting EUC did so under the reachback provision and which did so under the provison dlowing EUC
to be collected instead of regular Ul. To addressthis problem, we categorized claims as reachback clams
if they occurred during EUC-1 or EUC-2 and the Ul first payment began prior to 1991(we obtained Ul
datafor clams beginning in January 1991). This definition will incorrectly dassify individuas who began
collecting Ul in mid-November through December 1990 as reachback claims, but this misclassification
should affect only asmall number of daims. We categorized EUC dlaims as EUC optiond clamsif they
occurred after the beginning of EUC-3 and the time period between a Ul benefit year begin date and the
EUC firgt payment was one year or more. Individualswho met this criterion would have been required to
establish new Ul claims had the options legidation not been enacted. This definition counts as EUC-
optional clams afew claims established during EUC-5, when the option was not in effect; however, data
on EUC optiond clamsreported by states aso show asmall number of optiona claims during this period.
We d s0 distinguished between recipientswho collected only EUC and those who collected EUC followed
amog immediately by a new benefit year and aUl daim. We categorized recipients as “ EUC-then-Ul”
recipientsif thefirst payment date for the new Ul claim waswithin 30 days of the last payment date of the

EUC dam. This requirement distinguished between recipients who most likely did not have subsequent
(continued...)
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as EUCfirg clams. Two of the 10 percent (five percent of EUC claims) were claims made under EUC's
reachback provisons. Theremainder, which accounted for 22 percent of EUC claims, were EUC optiona
cdams. Thevast mgority of these clamswere EUC-only clams-that is, benefit yearsin which an EUC,
but no UI, benefit was collected.

36(...continued)
employment and recipients who may have interrupted their benefit collection by either ajob spdl or time

out of the labor market. While these definitions may not be accurate in al cases, they do provide a
consstent way of defining EUC first claims across the states in our sample.
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The average recipient collected 20 weeks of benefits and about $3,400 per benefit year (Tablelll.2).
Aswediscussabove, however, these averages mask considerablevariability. For example, the 27 percent
of recipients who collected Ul and then EUC collected 54 percent of dl benefits, while the 63 percent
collecting only Ul collected 38 percent of the benefits. Furthermore, data on the distribution of benefits
by decile (not shown in the table) show that individuds in the highest decile collected 25 percent of all
benefits and those in the lowest collected less than one-haf percent. Interestingly, the figures on the
distribution of benefits by benefit year are roughly identicd to those reported in Tablel11.1 for individuas
over multiple benefit years. This finding implies that those who collected large benefit amounts did so
because they had a long spell of benefit collection associated with a single benefit year, as opposed to
severa spells over multiple benefit years. In other words, it implies that, at least during a recession,
individuas who tend to collect Ul in multiple years (often termed “repegters’) have reatively short spells
and do not collect a disproportionate share of benefits over time.

Another issue worth consdering is the exhaudtion rate, which provides a measure of the extent to
whichtheUI and EUC programsprovided adequate unempl oyment compensati on coverageto unemployed
workers. Asshownin Tablelll.2, we estimate that about 17 percent of dl recipients exhausted both tiers
of bendfits during the EUC period3” This rate is lower than the 25 to 30 percent Ul exhaustion rate
typically found during nonrecessonary periods, which suggests that the degree of coverage of
unemployment spells provided by the unemployment compensation system was somewhat larger during
the EUC period thanistypicaly thecase® However, one reason the exhaustion rate was as low asit was
isthat someindividua swho exhausted firg-tier benefitsdid not go onto collect second-tier benefits. Some
of these individuas probably became reemployed quickly, while others (some EUC-only recipients) may
not have qudified for further benefits; however, some undoubtedly could have collected further benefitsbut
chose not to. An dternative caculation of the tota exhaustion rate, which assumes that everyone
exhaudting firg-tier benefits collects second-tier benefits, involvesmultiplying theexhaudtion ratefor tier one
(assumed to be UI) by therate for tier two (EUC). Conceptudly, this caculation is the same as the one
reported in Chapter 11, usng aggregate data, and our empirica results, using individud level data, are
bascdly identical. Namdy, we estimate that during the EUC period the Ul exhaustion rate was 42 percent
and the EUC rate was 58 percent for atota rate of 24 percent. Thisrateisat the low end of the typica
nonrecessionary range--which, again, suggests that the combined UI-EUC programs provided adequate
coverage as judged by historical nonrecessionary standards.

Turning to an examination of the experiences of EUC recipients by phase (Table 111.3), we can see
how the changes made over time in the EUC program affected recipients experiences. Mean weeks of
EUC waslongest during phases one and two, when potentia durationswerethelongest (26 or 33 weeks);
mean weeks on EUC was shortest during phase five, when potential durations were the shortest (7 or 13
weeks). As one would expect, the reverse occurred for the EUC exhaustion rate among recipients who

3"\We define “ exhausted” as collecting the full entitlement.
3For example, the nationa exhaustion rate for regular Ul was about 30 percent over the 1986-1990
period.
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received both Ul and EUC: mean weeks collected and the exhaustion rate among reachback recipients
were similar to the averages experienced by other EUC recipients during EUC-1 and EUC-2.

Finally, the EUC program experiences of EUC option recipients differed substantialy from those of
other EUC recipients. These recipients had shorter durations than other EUC recipients who collected
during the same program phases, and they had subgtantidly lower exhaustion rates (less
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TABLE 1.3 EUC EXPERIENCESBY PHASE
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than 35 percent versus more than 60 percent). Overdl, these recipients accounted for 19 percent of dl
EUC recipients, but they collected about 13 percent of EUC benfits.

B. DEMOGRAPHIC CHARACTERISTICS

Older, femde, and minority workerswere disproportionately represented among long-term recipients
(those collecting Ul and EUC), compared to shorter-term recipients, who collected only Ul (Table11.4).
This pettern is condgtent with prior studies of long-term unemployment insurance recipients including
recipients of some emergency extended benefits programs (Corson and Dynarski 1990; Corson and
Nicholson 1982; and Corson et a. 1986).

Other differences between long- and shorter-term recipients appear to be related to the nature of the
1990-1993 recesson and the industries and occupations most affected by it. While one might expect that
education level would be negatively correlated with duration of unemployment, the longer-term recipients
(Ul-and-EUC) had higher education levels than the shorter-term Ul-only and EUC-only recipients.
However, data presented in the next section show that the shorter-term recipients, particularly the EUC-
only recipients, were more likdly to come from construction or manufacturing industries and occupations
thanwerethelonger-termrecipients. Jobsin theseindustriesand occupationstend to requireless schooling
than in other industries or occupations.

Comparisons of the Ul-and-EUC recipients to emergency extended benefits recipients in the 1981-
1983 recession dso show some differences, which are probably related to the nature of the recessons.
The earlier recesson was heavily concentrated in durable manufacturing, and, not surprisingly, the
proportion of Ul-and-EUC recipients who were female (44 percent) was greater than the proportion (37
percent) found for recipients of Federa Supplemental Compensation (FSC), the
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programin effect during the earlier recession (Corson et a. 1986).% In addition, Ul-only recipients during
the 1990s recession were dightly more likely to have been femde (41 percent) than Ul-only recipients
during the 1980s recession (38 percent), but the differenceissmaler. These numbers stand in contrast to
the dight decrease in the percentage of the civilian |abor force that has been femade fromthe 1980sto the
1990s, suggesting that females bore agreater portion of the 1990s recession than they did in the 1980s.%°

C. PRE-LAYOFF JOBSAND JOB SEPARATIONS

Many of the differences between Ul-and-EUC recipients and EUC-only and Ul-only recipients can
be explained by the recipients types of jobs and job separations (Table 111.5). The mgor difference
among these groups is that EUC-only recipients appear more job-attached than Ul and EUC recipients
or even Ul-only recipients. EUC-only recipients were more likely to report long tenure a their pre-
unemployment employers. For example, 48 percent of EUC-only recipients worked with their previous
employers for five or more years, whereas only 35 percent of Ul-and-EUC recipients worked that long
with their pre-unemployment employers. However, EUC-only recipients were dso more likely to report
bresks in employment than either other group. Only 70 percent of EUC-only recipients reported having
worked continuoudly for their pre-unemployment employers, compared to 84 percent of Ul-and-EUC
recipients, and 76 percent of Ul-only recipients. Similarly, EUC-only recipients were dmost three time
aslikely to report being laid off on aregular

39The percentage of EUC recipients who are female, however, is dightly less than the 47 percent of
Federal Supplementa Benefits (FSB) recipients during the mid-1970s, who were femae (Corson and

Nicholson 1982).

40In 1980, 42 percent of the civilian labor force were female, compared to 46 percent in 1994 (U.S.
Bureau of the Census 1996).
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bas's than were Ul-and-EUC recipients. Ul-only recipients reported regular layoffs at a rate that fell
between these two groups.

These patterns of job atachment are not surprising, in light of the differencesin theindudtries and the
occupdions of the recipients. About 60 percent of EUC-only recipients were employed in the
congtruction, durable manufacturing, and nondurable manufacturing industries, compared to 40 percent of
Ul-and-EUC recipients and dightly less than haf of Ul-only recipients. Both EUC-only and Ul-only
recipients were more likely to report being in a seasond industry than were Ul-and-EUC recipients, and
thereby more likely to experience the short unemployment spells found among recipients of only one UC
program. Reported occupations of recipients are consistent withthis pattern: EUC-only recipients were
more likely to have been machine operators or assemblers, or to have been in construction and extractive
occupations, than were Ul-and-EUC recipients, who were more likely to have been in managerid,
professional, or administrative support occupations.

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

Given the differences among work histories of the recipient groups, we expect that Ul-and-EUC
recipientsweremorelikely to be permanently separated from their employers than EUC-only and Ul-only
recipients (the datain Table 111.6 indicate that thisisthe case). Although approximately equal percentages
(73 to 79) of Ul-and-EUC and Ul-only recipients reported having been laid off, the reasons differ
subgtantialy. Thirty-one percent of thelong-term EUC recipientsreported that their plant or facility moved,
the company was sold, or the job or shift was diminated, compared to 18 percent of Ul-only recipients,
who were more likely to report “lack of work” as the reason for being laid off. As before, EUC-only
recipients differed even more than the Ul-only recipients from Ul-and-EUC recipients. EUC-only
recipients were the group most likely to report “lack of work” astheir reason for job separation, and least
likely to report that the plant closed, the company moved, or the job or shift was diminated. Smilarly,
recall expectations were highest among EUC-only recipients and lowest among Ul and-EUC recipients.
Forty-nine percent of EUC-only recipients expected recall, 20 percent had a definite recall date, and 44
percent reported that they had beenrecalled. In contrast, 23 percent of Ul-and-EUC recipients expected
recal, 3 percent had a definite date, and 14 percent had been recalled.

Another measure of the severity of job lossisthe definition of “didocated worker” used by the Bureau
of Labor Statistics (BL'S) in its Digplaced Worker Survey. Under this definition, which takesinto account

“411n 1994, 16 percent of employees worked in manufacturing industries, compared to 22 percent in
1980 and 26 percent in 1970 (U.S. Bureau of the Census 1996).
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boththe reason for job separation and job tenure, 19 percent of Ul-and-EUC recipients could beclassified
as disocated, compared to only 6 percent of EUC-only recipientsand 12 percent of Ul-only recipients.2

These findings on pre-layoff jobs and job separations show that EUC-only recipients were, on
average, more likely to be job attached than Ul-and-EUC and Ul-only recipients. This finding is not
aurprigng, given the industries the recipients came from and given that EUC-only recipients must

42The BL S defines workers as didocated if they worked at the job they lost for three or more years
and logt their job because (1) their plant closed, (2) their employer went out of business, or (3) they were
laid off and not recalled.
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have had aprevious Ul benefit year before they could chooseto collect EUCfird. Thatis, individualswho
had never previoudy filed for Ul benefits would not have been eligible to choose whether or not to collect
EUC firg. Firg-time clamants would have been required to clam Ul before EUC. Thosedamantswho
had previoudy collected Ul benefits, such asworkers laid off and recaled periodicaly, would have been
digble to choose EUC first. Although we cannot examine the issue directly, these workers, or their
employers, might aso have been better able to understand the complexities of the choice offered between
collecting Ul or EUC firgt, and therefore might have been more able to take advantage of the option
available, compared to daimants less familiar with the Ul system.

In summary, individuas permanently didocated from their pre-Ul jobs were more likely to end up
receiving both Ul and EUC than were job-attached individuals. They might dso be expected to have
different needs for assstance with their job search or additiond education or training than would the job-
attached recipients who ended up receiving either Ul or EUC.

D. THE ANTI-POVERTY EFFECTIVENESS OF EUC

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

1. EUC Recipients Useof Transfer Programs and Retirement Benefits

Familiesmay increasethe use of transfer programs from pre-unemployment levelsto help dleviate the
short-termfinancia needs experienced during unemployment. To assessthereliance of EUC and Ul-only
recipients on transfer programs and retirement benefits, we asked survey respondents about their use of
these programs, both during the sx months preceding their firss UC payment and during UC benefit
collection. Our anaysis includes means-tested cash benefits, such as wefare; meanstested in-kind
benefits, such asfood stamps; retirement benefits, such as socid security and private pensions; and other
benefits, such as workers compensation.

We found that rates of receipt for each of these benefits were low for al groups, both before and
during the period of UC receipt (Table 111.7). The highest rates of receipt occurred for socia security,
whichwasreceived by six to eight percent of UC recipients. Ratesof receipt for other benefitswerelower.
Previous research dso found relatively low rates of retirement and public assistance receipt by UC
recipients during both recessionary and nonrecessonary times (Smith and Vavrichek 1990; Corson and
Dynarski 1990; and Corson and Nicholson 1982).

In generd, there were dight increases in the rates of receipt after unemployment, but the differences
were quite smal. The largest such increase occurred for the Ul-and-EUC group, where five percent of
recipients reported receiving food slamps prior to layoff and seven percent reported receiving food stamps
after layoff.
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In sum, recipients rarely used transfer and retirement programs, either before or during UC benefit
callection. We could not examine the reasons why UC recipients did not participate in these programsto
assess whether they would have been digible for them, but it is clear that this source of income was
insufficient to replace the income logt through unemployment.

2. Earningsof Spouses/Partners

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

Information from our survey (Table 111.8) indicates that spouse/partner earnings were indeed an
important source of earnings for recipients with a working spouse/partner; but there is no evidence that
employment rates and/or earnings were increased after unemployment.  There were no noticegble
differences by recipient group. Specifically, 60 to 65 percent of each group reported being married or
living together unmarried, about 43 percent reported that they had a spouse or partner who worked, and
meanincomes from the spouse/partner averaged $6,500 to $8,000 per recipient. The spouseor partner’s
income averaged $16,000 to $19,000 for recipients with aworking spouse.

3. Family Poverty Rates

EUC was introduced to provide temporary income support for unemployed workers who, because
of the recesson, needed additional timeto look for work. The implicit assumption was that other sources
of income were insufficient to provide adequate financid support to avoid depleting
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savings. We therefore examine two questions of policy interest: (1) Was the total family income of EUC
recipients above the poverty line? (2) Would therecipients familieshavefdleninto poverty if they had not
received EUC?

To examine these questions, we compare average weekly total family incometo family size- adjusted
poverty thresholds during the Sx months prior to receipt of UC and during receipt, including and excluding
UI/EUC bendfits. “Family income” includesrecipients earnings, earningsreported for the spouse/partner,
and public assstance and retirement benefits.

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

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

If EUC benefits were not available and were excluded from the family income during the EUC benefit
collection period, 70 percent of Ul-and-EUC recipient, and 77 percent of EUC-only recipients would
have been bedow the povety leve if recipients or ther families were unable to find
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jobs or increase their earningsin the absence of Ul benefits*® To examine potentia behavioral responses
to the loss of EUC, we dso examined family income of EUC exhaustees following exhaustion. We found
little evidence that exhaustees were able to increase family income rapidly.

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

While this comparison to earlier studies suggests that the poverty rates reported here may be biased
upwards, an andyssof family structure and the components of income suggests that the numbersreported
here may not be far out of line. The numbers reported in Table 111.4 indicate that the average family size
of EUC and Ul recipientswas 2.4, which trand atesto an average 1993 annua poverty threshold of roughly
$10,500. With an average UI/EUC weekly benefit of $169, recipients who were solely or primarily
dependent on their Ul benefit for income would have had poverty-level incomes ($169 x 52 = $8,788).
In contrast, the 40 percent of recipients with working spouses would be unlikely to have poverty-level
incomes, since average earnings of the spouse were more than $16,000 inal our damant groups. These
numbers suggest that poverty status is highly corrdated with the absence of a spouse’ s income, afinding
confirmed in the Smith and Vavrichek (1990) sudy.

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

E. RECEIPT OF REEMPLOYMENT SERVICESAND PARTICIPATION IN
EDUCATION OR TRAINING

EUC recipients employment and training needs may have differed from those of regular Ul-only
recipients. If so, the appropriate policy response may have been to provide more reemployment services
or education/training to these individuas before they began to collect EUC. While the need for services
isnot easly measured without in-depth case sudies of the skillsand interests of each individua, we explore
thisissueintwoways. Firgt, we examine the degree to which EUC reci pients used reemployment services
and education and training. Evidence that reemployment services and education/training were used by

“3Loss of Ul benefits would have had asimilar effect on Ul-only family incomes.
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many recipientswould suggest that increased emphasis on service use may be unnecessary, while evidence
that reemployment services or education/training were used by few recipients would suggest the opposite.
Second, we examine whether EUC recipients had characteristics such as low skills and education levels,
which may indicate a need for employment and training services.

1. Reemployment Service Use

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

One potentid explanation for the fact that some recipients did not use the Job Service is that some
reci pients were job attached and probably not in need of reemployment services. Data on the use of Job
Services by recal gatus (Table I11.10) confirm that recipients with definite recal dates were much less
likdy than other recipients to go to the Job Service; ill, a substantial number of recipients with no
expectation of recal did not use the Job Servicee The rate of use was highest for

“The rates of Job Service use are similar to those found in a study of Ul recipientsin 1988. In that
study, 64 percent of exhaustees and 50 percent of nonexhaustees reported using the Job Service (Corson
and Dynarski 1990). Asin that study, the services most commonly mentioned by recipients were (1)
recaiving referrdsto jobs, (2) being taught how to gpply for jobs, (3) receiving assistance in applying, (4)
recaiving information on careers or occupations, and (5) receiving information about job training or
education programs.
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longer-termrecipientswho had no recall expectations(that is, Ul-and-EUC); evenfor thisgroup, however,
aquarter did not use the services.

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

2. Useof Occupational Training and General Education

During recessionary periods most unemployment compensetion recipients are likely to havejob skills
that will lead to jobs once the economy strengthens, and these recipients are not likely to need further
education or training to find ajob. However, some recipients lack employable skills and need (or could
benefit from) further education or training, either to find ajob or to increase their wages. Theserecipients
may or may not receive educetion or training while unemployed. Hence, animportant questionis: To what
degree do unemployment compensation recipients participate in education or training programs?

Information collected in our survey about this question indicates that a modest number of recipients
did participate in training or education programs at some point between their firs UC claim date and our
interview date, aperiod that averaged approximately three-and-a-hdf years. A dightly higher percentage
of Ul-and-EUC recipients (24 percent), compared to Ul-only or EUC-only recipients (14 to 17 percent),
received educeation or training, with somereci pientsreporting participation in morethan oneprogram (Table
111.11).4° However, not all education or training

“These rates are higher than the rates for Ul recipients reported in Corson and Dynarski 1990, for
1988 (16 percent for exhaustees and 10 percent for nonexhaustees). That study, however, covered a
shorter time period (about one year), and 1988 was a nonrecessionary year.
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received between the first clam date and the interview date was in response to the unemployment spell.
Some reci pients continued education or training they had began before collecting UC benefits, while others
began participating after becoming reemployed.*® About 30 percent of the first education or training
program reported by Ul-and-EUC recipients, and 35 percent or more for EUC-only and Ul-only
recipients, began either before or after the unemployment spell. Adjusting for the Sart date, we find that
about 17 percent of Ul-and-EUC and 10 percent of EUC-only and Ul-only recipients participated in
education or training programs that began while they were unemployed.

Participation in occupationd training programs was two to three times as common as participation in
generd education programs. Moreover, Ul-and-EUC recipientswho recelved education or training were
more likely to receive occupationd training than general education, compared to EUC-only and Ul-only
recipients.

Anexamination of the characteristics of thefirgt training program begun during the unemployment spell
(Table 111.12) indicates that common types of training were computer programming and data processing;;
nursing, therapy, and other medical training; and business management, including sdes*” The category
labeled “Other” represents alarge percentage of clamants' training, since thetraining varied considerably.
Commoncategoriesincluded inthiscategory are police and correctiond work, socid work and counseling,
and food management.

4B\We cannot distinguish perfectly between training undertaken in response to unemployment and
educationor training begun for other reasons. For example, aworker might have sarted atraining program
in expectation of alayoff; dternatively, aworker may have accepted a job for the short term to provide

income while participating in education or training for anew career.

4’Because sample sizes for the second and third programs are too smal for comparisons to be
meaningful, we focus on the first program only.
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Ul-and-EUC weretwiceaslikely to haveagovernment agency pay for theprogram, aswere Ul-only
recipients® About 75 percent of Ul-and-EUC completed the first occupationa training program, and
more than 60 percent considered the course useful in obtaining ajob. (Somewhat more thought that the
program was “useful” or “somewhat useful” on the current job.)

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

The most common types of generd education courses taken by EUC and Ul-only were two-year
college courses (Table 111.13). Generd Equivalency Diploma (GED) classes, English as a Second
Language (ESL) classes, and noncredit adult education classeswere d so common. Aswith occupationa
training, Ul-and-EUC recipients were more likely than Ul-only recipients to report that their generd
education courses were paid for by agovernment agency, dthough paying for one's own course was the
most prevalent method. Half the courses taken by both EUC and Ul-only recipientswereto last lessthan
Sx months,

Incontrast to the occupationa training, larger percentages of EUC and Ul-only recipients (18 percent
and 41 percent, respectively) reported that they did not complete the general education courses, and a
lower percentage of recipientsthought their generd education courseswere useful in performing their jobs.
Common reasons for not completing the courses were finding employment and being unable to afford to
continue. Because the number of recipients who reported taking genera education courses is extremely
small, caution should be wused in interpreting these patterns.

“BWe ignore the EUC-only recipients, since the sample sizeis quite small.
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3. Indicatorsof Potential Need for Education or Training

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

We examined two indicators of potentia need for education or training: (1) not having a high school
diplomaor a GED, and (2) earning less than $6 per hour at the pre-benefits job.*® By these measures,
Substantia numbersof recipients might benefit from education or training (Tablel11.14). Specificdly, about
35 percent of the recipients in the EUC-and-Ul and Ul-only samples had one or more of these
characterigtics, while about 7 percent had both characteristics. EUC-only recipients were more likely to
be high school dropouts and/or earn less than $6 per hour than were either Ul-only or Ul-and-EUC
recipients (44 percent, compared to 35 percent).

While these indicators suggest that substantiad numbers of reci pients might have benefited from further
education or training, the actud participation rate was consderably lower (about 16 percent);

““We aso considered using two other measures as potential indicators of need for education or
training: (1) having worked in anindustry that had experienced significant employment declinein the severd
years prior to the recesson (from 1986 to 1990), and (2) not expecting recal. When we used ether
indicator in conjunction with the other indicators of need for training, virtudly dl of the sample was
considered to have potential need for training. We therefore rejected use of these measures asindicators
of potentia need for training.
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interestingly, it was lower for recipients with low educationd levels or low pre-unemployment wages than
for recipients with higher education levels or higher pre-unemployment wage levels (Table111.15). Rates
of education or training participation were even dightly lower for individuaswith both alow education leve
and low pre-unemployment wages. These findings are mirrored in the data on Job Service use; rates of
Job Service use were higher for individuas with no indicator of education or training need than for those
withsuchindicators. Theseresultsare congstent with resultsfrom astudy of Trade Adjustment Assistance
(TAA) recipients. Recipients who participated in training had more education, on average, than TAA
recipients who did not participate in training (Corson et a. 1993).

These findings suggest that providing additional education and training services aspart of emergency
benefitslegidation might be useful, but we should not base arecommendation for additiona education and
traning soldy on thefindings. For example, we found that a greater percent of EUC-only recipients had
low education levels or low wages than any of our other groups, but it probably would not necessarily be
beneficid to provide education and training to this group, since EUC-only recipients tended to be job
attached. Before providing additional education and training, we need evidence of the impacts these
sarvices have on the future earnings of workers. We aso need information about which workers are most
likely to benefit.
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IV. LABOR MARKET EXPERIENCES OF EUC RECIPIENTS

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

Our findingsindicate that many Unemployment Compensation (UC) recipients, particularly thosewho
hed the mogt difficulty finding ajob (that is, the Unemployment Insurance [Ul]-and-EUC recipients), had
unfavorable reemployment outcomes. Despite active job search, it took many recipientsalong timetofind
ajob. Many were not successtul in finding work intheir pre-benefits occupations or industries, and many
took jobs that paid less or provided fewer hours of work than their pre-benefits jobs. Many aso ended
up having more than one post-benefits job within the period of roughly three and a half years that we
examined.

A. RECIPIENTS WORK SEARCH PATTERNS

The work search patterns of EUC and Ul recipients may have differed, given recipients different
expectations about recal to their former employersor their understanding of the requirementsfor collecting
UC benefits™® To explorethisissue, we asked sample members about the frequency and intensity of their
job search efforts at two points of time: (1) during their initid benefit collection period under either Ul or
EUC, whichever they collected first; and (2) during their second benefit collection period, if they collected
both Ul and EUC. Consgtent with our anaysis in Chapter 111, we divided the EUC sample into two
categories of recipients: (1) recipients who collected both Ul and EUC, and (2) recipients who collected
EUC only. Thisalowed usto investigate whether recipientswho collected EUC only were Smilar to other
recipients who collected EUC (but who were more likely to be long-term unemployment recipients) or to
recipients who collected Ul-only (recipients more likely to be short-term unemployed).

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

*'To be digible for EUC benefits, EUC legidation required recipients who collected EUC to conduct
amoreintensve job search than was required of most recipientsin Ul programs.
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We asked reci pients how many employersthey contacted in person, by phone, and by mail during the
firg benefit collection period and whether they contacted “more, less, or about the same” number of
employers by these means during the second benefit collection period. On average, Ul-and-EUC
recipients who searched for work reported contacting four to five employers in person each
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week, and dightly fewer by phone and mail. Ul-only recipients who searched for work contacted fewer
employers, on average; EUC-only recipients who searched for work contacted the fewest. During the
second period, most respondents indicated contacting about the same number of employersthrough each
of these methods asthey had inthefirst period; of the remainder, morerecipientsreported contacting fewer
employers, rather than more. Although our survey questions were not designed to assess whether
recipients met the legidative requirement that their work search be * systematic and sustained,” most long-
term recipients reported substantid search effort. Work search intensity was dightly higher during the
earlier benefit collection period, compared to later, but it still remained high.

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

Receiving UC may ddlay some recipients work search efforts until they exhaust benefits, suggesting
that work search intengity should increase over time, but the overdl pattern that emerges from our datais
not consstent with thisview. Datain TablesIV.1 and 1V.3 show that, during benefit collection, Ul-and-
EUC recipients who subsequently exhausted benefits reported searching at about the same level as
nonexhaustees, which suggeststhat low work search effort was not amgjor reason for theincreased length
of their unemployment. However, someexhausteesreported decreasing their work search effortsfollowing
benefit exhaustion--only 74 percent of exhaustees searched after exhaudting their benefits, compared to
90 percent during the first benefit period. These recipients may have decreased their search efforts either
because they were discouraged about the prospect of finding work or because they had aready contacted
al |l t he employers i n their area.
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In sum, three patterns emerge from recipients reports of their work searchintensity during and after
benefit collection. Firdt, searchesby Ul-and-EUC recipients who had lower expectations about recall by
former employers than did EUC-only or Ul-only recipientswere moreintensve. Second, the mgjority of
recipientswho reported not searching said they did not do so because they expected to berecdled. Third,
long-term unemployed recipients decreased their work search efforts over time.  Although we can only
Specul ate about the reasonsfor this, recipients may have become discouraged after finding no job openings,
or they may have run out of employersto contact.

B. UNEMPLOYMENT DURATIONS

We begin our analyssof thelabor market experiencesof UC recipientsby providing somedescriptive
datisticson thelength of timerecipientswerewithout ajob. Althoughthe Bureau of Labor Statistics (BLS)
defines * unemployment” as not working and ether waiting to return to or actively seeking ajob, we focus
onthelength of timeindividua s spent without jobs, snceit isdifficult to determinefrom retrogpective survey
data whether an individua would fit the BL S definition throughout the period he or she was without ajob.
Welook fird at al recipients, then at recipients who exhausted benefits, and finaly at recipients who did
not return to work during the follow-up period.

1. UC Recipient Reemployment Rates

The cumulative percentage of UC recipients who became employed a quarterly intervas after their
first benefit payment (Figure 1V.1) showsthat anumber of recipientsfound ajob reatively quickly but that
the cumulative rate of reemployment rises more dowly as unemployment spells
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lengthened.®* Sightly morethan 25 percent of recipients became reemployed within one quarter of thefirst
payment, but the rate of reemployment three quarters later (that is, at the end of one year) was only 58
percent. It took two years for 75 percent of recipientsto be reemployed. Moreover, by the end of our
average three and a hdf years of followup, dmost 20 percent of recipients still had not become
reemployed.>

We aso show the cumulative reemployment rates for our EUC and Ul-only subgroups, athough we
caution that this figure can be used only for descriptive purposes, rather than atribute the different
reemployment patternsto participationinthe EUC program. Not surprisingly, Sncerecipientscould collect
both Ul and EUC only if they were unemployed, the Ul-only and EUC-only recipients exhibited higher
reemployment rates throughout the follow-up period than did Ul-and-EUC recipients.

2. Exhaustee Reemployment Rates
Because UC benefitsprovidework disincentives, and incentivesto obtainwork increase asexhaustion

approaches, some recipients might be expected to obtain employment shortly after exhausting benefits.
We explore this phenomenon in Figure 1V.2, which shows the cumulative percentage of Ul-and-EUC
benefit exhaustees who become reemployed at different intervals. Thefigure showsthat some exhaustees
found work relatively quickly--11 percent of the sample became reemployed within one month of benefit

exhaugtion, and 26 percent were reemployed within three

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

the average time to reemployment.

%2The 20 percent figureis not shown in Figure IV .1, since that figure shows reemployment rates over
thefirg two and a hdf years.

112



FIGURE IV.2 PERCENT UI-AND-EUC EXHAUSTEES EMPLOYED SINCE BENEHT
EXHAUSTION

113



months. However, thefigure a so showsthat asubstantial number of exhausteesdid not find jobs quickly--
about haf the exhaustees were il without work one year after benefit exhaustion.>

3. RecipientsWho Did Not Return to Work

Subgtantia numbers of long-term and even short-term recipients (22 percent of Ul-and-EUC
recipients and 14 percent of Ul-only and EUC-only recipients) reported not having been reemployed
during an approximately three-and-one-haf year follow-up period between the initid UC clam and our
interview. These high rates of reported nonemployment raise severd questions. (1) How does this rate
of nonemployment compare to that found for prior emergency benefits programs? (2) Who were the
individuas who did not find jobs? and (3) Did the individuas who did not find jobs drop out of the |abor
force?

Regarding the first question, data on Federal Supplementa Benefits (FSB) recipientsindicate that an
even higher proportion of FSB than Ul-and-EUC recipients found no job over a comparable period.
Specificaly, 29 percent of FSB recipients did not find reemployment in the three years between the Ul
clam date and the interview (Brewster et d. 1978). Of these, 90 percent (26 percent of the full sample)
ended their unemployment spells by exiting the labor force, and the rest were continuously unemployed.
Thisresult could beexpected, however, snce FSB recipientswere consderably older than EUC recipients
and were more likely to be collecting retirement benefits. Unfortunately, deta are not available for the
Federd Supplemental Compensation (FSC) program to make a Smilar comparison.

As regards the second question, recipients who never became reemployed had characteristics we
would expect to be associated with difficulty in becoming reemployed. These recipients were Sgnificantly
morelikely to beolder (particularly those over 55), high school dropouts, and nonwhitethan recipientswho
became employed (Table 1V .4). They were dso sgnificantly more likely prior to unemployment to have
been low wage earners and didocated workers, and less likely to have been laid off and expect to be
recaled. Moreover, these differencestended to be substantial. For example, 26 percent of the recipients
who did not find ajob were over 55, while only 9 percent of recipients who found ajob were over 55.

Fndly, although we cannot address the third question directly (we do not have data on recipients
labor force status at the interview date), we have some indirect evidence that many of the individuas
without jobs may, a some point, have dropped out of thelabor force. For example, recipientswho never
became reemployed werethreetimesmorelikely than other recipientsto report having separated from their
previous employers because of illness or pregnancy, retirement, or “other” reasons. Similarly, many

>3These reemployment rates for exhaustees seem consistent with those reported by Corson and
Dynarski (1990). Aswewould expect, that study, which examined asample of regular Ul exhausteeswho
exhausted benefits during a nonrecessonary period, reported reemployment rates larger than those
reported here. Specificaly, that study found that 25 percent found jobs within one month and just over 40
percent had found jobs within three months.
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recipients who did not become reemployed and who reported that they did not search for work gave
amilar reasons for not searching. In contrast, recipients who found jobs and did not search generdly said
that they were not searching because they expected to get their old job back or were waiting for ajob to
start. Inaddition, athough these recipients were 50 percent morelikely to have been didocated from their
previous job, they werelesslikdy to participate in training or education services than were recipientswho
found jobs.

C. CHARACTERISTICSOF THE FIRST POST-BENEFITSJOB
The long-term effects of unemployment depend crucialy on the type of job found. An appropriate
benchmark for the qudity of employment outcomes is the recipient's pre-unemployment
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job. We compare the jobs obtained by Ul-and-EUC recipients, both with their pre-unemployment jobs
and with the jobs obtained by Ul-only and EUC-only recipients, to assess how long-term, unemployed
workers fare compared to workers able to find jobs more quickly. We examine post-unemployment job
gtability, industry, and occupation, as well as wages and hours worked.

1. Job Stability

Evidence from our survey indicates that many individuas who logt their jobs during the 1990s
recession, and who subsequently found ajob, experienced further changesinjobs. Infact, recipientswho
became reemployed during the average three and a half years we observed following their initid UC dam
were morelikey to havetwo or morejobsthan asingleone. About 29 percent of Ul-and-EUC recipients
reported having exactly onejob since collecting benefits, whereas 48 percent had two or morejobs (Table
IV.5). When we adjust for individuas who never had ajob, these numbersimply that over 60 percent of
reemployed recipients had more than onejob. Thelevd of job changing was dightly less among Ul-only
and EUC-only recipients, but it was till high. Fifty-five percent of Ul-only and 53 percent of EUC-only
recipients who became reemployed had two or more jobs.

Although thisleve of job ingtability might be typicd for these individuals, we found that this was not
the case, that the post-benefits jobs agppeared | ess stable than the pre-benefitsjobs. When we compared
the duration of the initial post-benefits job with the duration of the pre-benefits job, we found that 33
percent of the initid jobs obtained by Ul-and-EUC recipients lasted less than six months (Table IV.6),
compared to 7 percent of their pre-benefits jobs (Table I11.5). Similarly, 24 percent of the post-benefits
jobs found by this group lasted more than three years, compared to 53
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percent of the pre-benefitsjobs.>* Theleve of job ingtability was less for the shorter-term recipients, but
it was gtill greater than we observed for the pre-benefits jobs. For example, over 16 percent of the jobs
obtained by Ul-only and EUC-only reci pients|asted |essthan Sx months, compared to lessthan 10 percent
of the pre-benefits jobs.

2. Industry and Occupation of the Post-Benefits Job

Not surprisingly, since Ul-and-EUC recipientswere least likely to expect or experience arecdl, they
were most likely to change industries and occupations between the pre-benefitsjob and first post-benefits
job (Tables IV.7 and 1V.8). For example, 30 percent of Ul-and-EUC recipients were employed in
manufacturing in the pre-benefitsjob, whereas only 18 percent had amanufacturing post-benefitsjob. The
percent of Ul-and-EUC recipientswho werein aservice job increased as much as those in manufacturing
decreased. Inal, 68 percent of Ul-and-EUC recipients switched their industry, and 64 percent switched
their occupation at the two-digit classficationlevel. EUC-only recipientsand Ul-only recipientswereless
likely to experience changesin their industry or occupation--at 38 and 50 percent, for industry, and 45 and
51 percent, for occupation, respectively.

These rates of changing industry and/or occupation are dightly higher than, but consistent with, those
found in previous research. Corson and Dynarski (1990) found that 58 percent of exhaustees and 32
percent of nonexhaustees changed two-digit industries, while 53 and 32 percent changed occupations,
respectively. Because Ul-and-EUC recipients had higher rates of benefit exhaustion and lower rates of
expecting recdl than recipients in the ealier sudy, and sSnce these recipients were

*40ur measure of post-benefitsjob duration becomesless accurate, the longer the duration, since our
observation period becomesincreasingly truncated and the sample sizes become increasingly smdler.
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unemployed during arecesson, the higher rates of switching industry and occupation are not surprising.

3. Post-Unemployment Weekly Earnings and Hours Wor ked

About two-thirds of Ul-and-EUC recipients reported that their post-benefits job paid less than or
were equd tother pre-benefitsjob, while one-third earned more; overdl, Ul-and-EUC recipients weekly
pay after unemployment averaged about 90 percent of the pay before unemployment (Table 1V.9).%°
EUC-only and Ul-only recipients fared comparatively better, with about 40 percent reporting that they
made more on their post-unemployment job, and the mean ratio of post- to pre-benefitsearningsisdightly
greater than 1.5 Although pre-benefitsearningsof Ul-only and Ul-and-EUC recipientsweresimilar, post-
benefits earnings of Ul-only recipients were much higher.

Since weekly earnings can change, due ether to changesin hourly pay or to changesin weekly hours,
weshow asmilar andysisfor weekly hoursworked (TablelV.10). Althoughthemost commonly reported
number of hours worked in both pre-benefits and post-benefits jobs is 40, a substantia number of
recipientsreduced their hours. Part-timework among the Ul-and-EUC recipientstripled, increasing from
7 percent to 23 percent; EUC-only and Ul-only recipients experienced lessdramatic (but till substantia)
increases in part-timework. Overdl, 47 percent of Ul-and-EUC only recipients experienced decreases
in hours worked, compared to 33 percent of EUC-only recipients and 32 percent of Ul-only recipients.
A bout 20 percent o f each group

%The meanratio of post-benefitsto pre-benefitsweekly earnings (94 percent) doesnot equal theratio
of mean post-benefits earningsto pre-benefits earnings, since the mean of ratios does not necessarily equa
the ratio of the means.

*That thisis greater than 1 is driven by afew recipients having large pay increases, snce amgority

of the Ul-only recipients suffered at least some cut in pay.
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experienced anincreasein the number of hoursworked. Althoughwedo not know recipients preferences
for full-time work compared to part-time work, it seems likely that the reduction in hours worked
experienced by many recipients was involuntary.

Our findings indicate that many UC recipients-particularly those who had the mogt difficulty finding
a job (that is, Ul-and-EUC recipients)--had unfavorable reemployment outcomes. Many were not
successtul in finding work intheir pre-benefits occupations or industries, and many took jobsthat paid less
or provided fewer hours of work than their pre-benefitsjobs. Many dso ended up having more than one
post-benefits job within the roughly three-and-a-half year period we examined.

D. WORK DISINCENTIVE EFFECTSOF EUC

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

We examinethe potentid disincentive effects of UC benefit extensonsby specifying a modd inwhich
unemployment spell length depends on the state unemployment rate a thetime of first benefit payment and
on such individud factors as whether the reci pient expected to be recaled or had adefiniterecal date, the
weekly benefit amount, potentid UC duration, the pre-unemployment weekly earnings leve, and
demographic characteridtics. Thecrucid control varigble for our andyssisthe maximum potentid benefit
duration, whichvaries according to state-specific Ul legidation, an individud’swork history, the phase of
EUC legidation in effect a the time the recipient collected benefits, and whether the state was digible for
the higher or lower tier of EUC benefits®>’

S"We have no data on Ul or EUC claims for which no first payment was made. Therefore, we
construct maximum potentia duration for each Ul-only recipient asthe sum of the Ul potentia duration and
the minimum of (1) the maximum EUC duration available in the sate at the time of the recipient’s last Ul
payment; or (2) the maximum the recipient would be alowed, given the recipient’ s Ul duration. Using the
same legidative formulas, we condruct a potentia Ul duration for eech EUC-only recipient that
gpproximates the Ul potentia duration tied to the EUC claim. Although we do not know whether EUC-
only recipientswould have been digiblefor anew benefit year, this approximation seemsreasonable, given

that EUC-only recipients appear to have been laid off from and recalled to their jobs a higher rates than
(continued...)
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To egtimate this model, and because we have no direct measure of the unemployment duration, we
use two dependent variables: (1) time to first reemployment, and (2) the number of weeks of UC. Time
to first reemployment is probably a good proxy for unemployment durationfor most individuas, as noted
earlier, however, because someindividuaswho did not find jobs probably dropped out of the labor force,
our measure will overdate the duration of their unemployment spells. The number of weeksof UC isaso
aproxy for the unemployment spell, dthough it istruncated to agrester degree than time to reemployment
and includesmulltiple spells of unemployment for someindividuas. However, number of weeksof UC has,
by necessity, been used in sudiesthat relied on adminidirative data; its use here enhances our comparisons
to the other sudies. Since both measures of duration aretruncated because someindividuadsin our sample
did not become reemployed by the time we interviewed them, or because some exhausted their UC
benefits, we use an estimation method that explicitly takes this censoring into account. This gpproach
assumes that the digtribution of the hazard rate for jobless duration and benefits collection is a Welbull
distribution, which appears appropriate on the basis of plots of the hazard rate over time® We dso use
the natura log of time to first reemployment and the natural log of weeks of UC to restrict our dependent
variables to nonnegative vaues and to reduce the effects of outliers on the estimation. Finaly, we dso
report resultsthat contain state-specific control variables and those that do not.

Several individua-specific characterigticsin our andyssaresatisticaly and sgnificantly rlated totime
to first reemployment (Table1V.11). Having acollege education, having been employed in manufacturing,
expecting recdl, and having had a definite recal date dl sgnificantly decrease timeto first reemployment.
Beng a high school dropout; being older; being separated, widowed, or divorced; or being African
Americanincreasetime to reemployment. Our results also show that expecting recdl and having adefinite
recal date dramatically reduce the weeks of benefits collected, while being African American increases
weeks collected.

Our estimates of the effect of an increase in potentia duration are mixed; they are not satisticaly
sgnificant for time to reemployment but are atigticaly sgnificant for weeks of UC. The point estimates
for the coefficient on maximum potential benefits duration are dso sengtive to the modd specification.
Including state dummy variablesin the mode doublesthe point estimate from 0.007 to 0.015 of the effect

>(...continued)
other UC recipients.

B\We a0 estimated the models using ordinary least squares. The results for time to reemployment
were very Smilar to thosethat usethe Weibull digtribution. Thiswaslesstruefor theweeks of UC reaults,
where the truncation of the dependent variable is more severe and the adjustment for truncation more
important.

127



for weeksof UC.*® Thesetwo estimatesimply, respectively, that aone-week increasein potentia duration
would leadto a.20 or .42 increasein weeks collected at the sample mean of benefit weeks collected (27.4
weeks).6° These estimates are within the range

¥Induding state-specific dummy variables helps separate out the effects of other UC program

characterigtics and other ate differences from differences in potentia duration, which vary by sate.

9The effect of aone-week increasein potentia duration is caculated by multiplying the coefficient for
potentia duration by the sample mean of the dependent variable.
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TABLE V.11 UNEMPLOYMENT DURATION ANALYSIS
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(from about 0.1 to 0.5) found in other research (for a summary, see Decker 1995). They aso imply that
al13-week increasein potentia durationwouldincreaseweeksof benefitscollection by 2.6 or 5.5 weeks.®

These estimated impacts of potentia benefit duration on weeks of UC suggest that the EUC program
may have had a substantia disincentive effect. We should be cautious with this assessment, however; we
found no significant effect, using our other dependent variable. Moreover, our descriptive andysssuggests
that many recipients continued to have difficulty finding work even after they exhausted UC benefits, and
when they did find ajob it was often a a reduced levd of pay reative to their pre-benefits job. Our
andyss dso indicatesthat someindividual s exhausted regular Ul and did not go onto collect EUC. These
findings do not seem consgent with a substantial disincentive effect that led individuas to remain
unemployed in order to collect EUC.

®1The point estimate of the effect of a one-week increase in potentid duration on time to
reemployment, while not significant, suggeststhat aone-week increaseleadsto a.43 week increaseintime
to reemployment, aresult that is smilar to the higher of the two estimates for weeks of UC.
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V. IMPACT OF EUC ON STATE Ul TRUST FUNDS

Although, traditionaly, emergency extended benefits programs have been financed solely with federa
funds, they can affect the financid operations of state Unemployment Insurance (Ul) programs. Extended
Unemployment Compensation (EUC) contained two important el ements that acted to reduce the strains
ongates Ul trust fundsduring therecession of theearly 1990s. Perhgpsthe most direct effect arosefrom
the optional clams feature during Phases 3 and 4 of EUC. Because EUC benefits paid under that option
substituted for regular Ul benefitsthat would otherwise have been financed out of satetrust funds, savings
accrued to trust funds gpproximately on adollar-for-dollar basis. EUC legidation dso permitted statesto
subdtitute EUC benefits for benefits that might otherwise have been payable under the regular Extended
Benefits (EB) program. In this case, Snce the sate share of EB is 50 percent, trust fund savings amount
to approximately 50 cents on the dollar. Because an assessment of these savings is important for
determining the true net cost of the EUC program, there is considerable interest in obtaining estimates of
them. In this chapter, we use smulation methods to develop such estimates.

Before describing our smulations, two brief caveats are warranted. First, because of the complex
structure of the actua EUC program, our estimates are necessarily very rough; our smulation methods can
capture only the most general features of the EUC program. Second, our estimates do not consider
possible behavioral effects of EUC on the labor market activities of workers. Because these effects
generdly involve extratrust fund costs (from the possibly longer Ul durations encouraged by EUC), our
edimates of the trust fund savings from the legidated features of the program should be regarded as upper
bounds.
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A. NATIONAL SUMMARY

Ovedl, theoptiond clamsfeature of EUC and the substitution of EUC for EB each produced modest
but sgnificant savings to state Ul trust funds. Table V.1 presents the smulation estimates of the impact of
EUC on gates Ul trust funds. It showsthree dternative estimates of total dollar savingsover the 11 EUC
quarters and of the “tax rate rdief” implied by these savings®? Each of the three optiona claims feature
edimatesis based on somewhat different dataand on adifferent estimation methodology. Specificdly, the
three estimation procedures are:

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

C Estimate2. Uses gate-reported EUC optiona claimsdata. Optiond claims aremultiplied
by the estimated average benefits paid per optional EUC first payment in eech Sateto arrive
at the total optiona benfits figure.®®

C Estimate 3. Uses the number of state-reported EUC optiona claims, together with our
edimate from individua-level data that the average worker filing an optiona claim collected
$1,869 in total benefits®

% Tax rate relief” is defined as average annud trust fund savings provided by EUC, divided by the
date’ s average taxable payroll over the period. Thefigurestherefore represent the effectiveincreasein Ul
tax rates that would have been necessary during the EUC period to keep trust fund baances constant if
EUC had not been in effect. If the estimated tax increases made necessary by the absence of EUC were

spread over more years, these percentage changes would be smaller.

®3We assumed that al optiona daims actualy resulted in a first payment under the optiona clams

component of EUC.

®No attempt is made here to adjust this $1,869 figure for possible differences in weekly benefit
amounts across the states.
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Each approach potentidly has shortcomings. Inaccuracies may arise in the firdt, either because the
estimateswe madewith our adminigtrative datado not reflect the compl ete experiencesin our survey states
or because of erors introduced by the necessty of using nationd averages of the
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TABLEV.1 ESTIMATED TOTAL STATE TRUST FUND RELIEF FROM THE EUC
PROGRAM
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prevalence of optiona claims for the states not included in our sample. Methods two and three may
incorporate errors--because optional claimsreported by the states may be incomplete, the clamsmay not
actudly haveresulted in first payments being made, or our assumed dollars per clam figuresareinaccurate.
Hence, thefigureswereport for thetotd dollar amountsinvolved in the optiona claims component of EUC
should be trested with caution.

Ovedl, the estimates suggest that the optiond claimsfeature of the EUC program may have resulted
inasaving of $3.4 to$4.6 hillion to sates Ul trust funds. Tax relief estimates range from 0.21 to 0.28
percent. These figures condtitute 5.5 to 7.5 percent of tota regular Ul benefits paid during the quarters
EUC was in effect ($61.4 hillion). Hence, the offset to states' Ul trust funds provided by the optiona
feature of EUC was of modest, but <till significant, proportions. In addition, the trust fund offset varied
ggnificantly among the gtates, as we show in the next section.

We a so deve oped three s mul ation estimates of thetrust fund savings provided by substitution of EUC
benefitsfor those that might have been paid under the EB programiif it had operated using both an [UR and
aTUR trigger during the recession of the early 1990s. All these smulations were based on the triggering
gmulaion procedures described in Chapter |1 in connection with our efforts to predict whether a state
would have been “on” EB in a given quarter. All three estimates assumed that the states' shares on
hypothetical EB benefitswould have been 50 percent. For each quarter inwhich EB wasestimated to have
an*“on” trigger status, we madethree different assumptionsabout the benefitsthat would have been payable
under EB had EUC not been available:

C Estimatel. Assumed that benefits paid under EB would have been precisdly equd to those
paid under EUC after adjusting EUC benefits by deeting our estimate of benefits paid under
the optiond claims component

C Estimate2. Used the sameapproach as Estimate 1, but adjusted the resulting benefitsfigure
by the ratio of estimated maximum potential duration under EB to maximum potential duration
under EUC, on the assumption that recipients of EB would have collected the same fraction
of their entitlements that EUC recipients actudly did

C Estimate3. Used our individua-level datato impute estimated benefits to hypothetical EB
recipients. The number of EB first payments was assumed equd to the number of EUC first
payments during periodsin which EB was sSmulated to be“on.” Dollar amounts of EB were
estimated to be $1,806 in states with 13 weeks of EB digibility and $2,438 in stateswith 20
weeks of digibility.®

®5These figures represent actual EUC collections for weeks not exceeding the 13th or 20th week of
collection, respectively.
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As for the optiond clams smulations, these estimates may be subject to a variety of errors, both
because of inaccuraciesin the methodol ogy that we devel oped to smulatethe EB triggering mechanism and
because the assumed relationship between actud EUC benefits and hypothetica EB payments may not
reflect what would actudly have happened had EB been available.

Overdl, our three methods provided relatively smilar estimates of the EB savings provided by EUC--
between $3.0 and $4.3 billion over 11 quarters.®® Indl, 33 Ul jurisdictions would have made some EB
benefitsavailable under thishypothetical Smulation. Theimplied tax rate savingsin those datesisrdaively
high--between 0.22 and 0.32 percent of taxable payroll. In some Sates, therefore, the ability to subgtitute
EUC for EB had a substantial impact on Ul trust fund balances and on the tax rates necessary to finance
their Ul systems.

B. STATES EXPERIENCES

Our egtimates of the trust fund savings experienced by individua sates from implementation of the
EUC program are reported in Tables V.2 and V.3. These estimates used the various methodologies
already described in connection with the nationa estimates, and the caveats about their rdliability gpply even
more srongly here. That is, athough it is possible that some of the biases inherent in our estimation
procedures cancd out a the nationd leve, differences in the Ul programsin individua dates may result
in substantia state-specific biases. Nevertheless, because the data tend to be relatively consistent across
the gtates, they may beindicative of the generd magnitude of EUC' strust fund impacts.

The overdl figures on trust fund savings (Table V.2) show consderable state-to-state variation,
primerily because of differencesintheszesof states’ labor markets. At oneextreme, our estimates suggest
that the EUC optiond clams and EB provisions together may have saved the Cdifornia Ul trust fund at
least $1 hillion and possibly as much at $1.7 billion. New Y ork State dso may have experienced savings
of more than $1 billion. The dollar Sze of savingswas much lessin the smaller sates, probably amounting
to only about $1 million in Montanaand South Dakota. The variation in potentia EB costswas especidly
large, with the mgority of these savings occurring in three states (Cdifornia, New Jersey, and New Y ork).

A somewhat clearer picture of the extent of trust fund savings among the statesis provided by the tax
relief estimatesin Table V.3. Overdl, as aresult of EUC, the average State received the equivaent of a
0.4 percentage point reduction in potentiad Ul tax rates. Tax raterelief from the optiond clamsfeature of
EUC done appearsto have been epecidly largein Alaska, Kansas, Maine, Michigan, and Rhode Idand,
athough these rankings were not cons stent across our estimation procedures. The Satesthat experienced
reldivdy littlein the way of trust fund benefits from the optiona claims component of EUC are Colorado,
Dedaware, Indiana, lowa, Minnesota, Montana, Nebraska, North Carolina, Oklahoma, South Dakota,
Texas, Utah, and Virginia

%Theleve of red EB benefitsimplied by thesefigures approximated the red value of EB benefitspaid
during the highest 11 quarters of the recesson of the early 1980s, but was less than haf thereal vaue of
EB benefits paid during asmilar period in the 1970s.
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TABLEV.3 ESTIMATED TAX RATE RELIEF
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As expected, because of the EB trigger procedure, our estimates of the implied tax rate relief from
subdtitution of EUC for EB were even more variable among the states than were our estimates of the relief
provided by the optional claims component. Estimated relief in excess of 0.5 percentage point was
obtained by Alaska, Maine, New Jersey, New Y ork, and Rhode Idand. On the other hand, more than
half the states had tax rate relief of lessthan 0.1 percentage point.
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V1. STATE EXPERIENCESIN THE ADMINISTRATION OF EUC

The Emergency Unemployment Compensation (EUC) program, like earlier emergency benefits
programs, was difficult to implement and administer. Some implementation problems are inherent to
emergency extended benefits programs because these programs are typically enacted in the latter part of
recessonary periods after unemployment rates have been high for some time. Because these programs
attempt to meet immediate needs, they are often expected to be implemented very quickly. Furthermore,
concernfor individuals who became unemployed before enactment of emergency benefitslegidation often
leads to passage of legidation that includes retroactive-eigibility provisons. Other components of
emergency benefitslegidation, while not inherent to these programs, often attempt to redress problems or
issues that arise from the way emergency programs interact with regular state Unemployment Insurance
(UI) programs. These components add to the implementation chalenge. In this chapter, we assess the
effects of EUC on the adminigtration of state employment security agencies (SESAS) and discuss those
agpects of EUC mogt difficult to implement and adminigter. This anadlyss should be useful for improving
the design and implementation of future emergency benefits programs.

Our andysisis based on examination of the EUC legidation and Ul program letters interpreting this
legidation for the states, as well as on discussions with program adminigtrators in nine dates. Each
discussion lasted about an hour and addressed such issues as the need for rapid implementation, the
implications of legidative changes over the life of the program, the implications of the reachback provision
(which alowed clamants from an earlier period to be treated as though they were current claimants) and
the options provison (which alowed some clamants to choose to collect EUC ingtead of Ul). Also
covered are the effects of EUC on other functions such as datareporting and on the rel ationships between
the SESAs and Ul clamants, the broader community, and the federd-state Ul partnership. The
adminigrators were from Cdifornia, Forida, Ilinois, Maine, North Carolina, Pennsylvania, Texas, West
Virginia, and Wisconsin.®’

In Section A, we discuss the states experiences implementing the EUC program shortly after
enactment of the initid legidation. This section focuses on the need for rapid implementation of EUC and
the reachback provisons. In Section B, we discuss the implications of the different phases of the EUC
program. In Section C, we discuss complicationsthat arose from the need to offer some clamantsachoice
between regular Ul and EUC between July 1992 and November 1993. In Section D, we discuss other
adminidrative aspects of EUC, such as the work search requirements and the effects of EUC on other

®"This st of dates offers severa advantages. Firgt, weinterviewed administrators from both large (5)
and smal sates (4). Second, the states vary geographicaly, representing 6 of the 10 Ul regions. Third,
the states chosen represent awide range of average benefit durations and percentages of EUC clamsthat
were optiona EUC clams; these characteristicsprobably affect thestates’ experiencesinimplementing the
EUC program.
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adminigrative functions. In Section E, we examine the implications of EUC on the relationships between
the SESAsand other groups, such asthefedera Ul system and the community. In Section F, we conclude
by making recommendations on how some of the implementation problems associated with EUC might be
avoided in the future,

A. INITIAL PROGRAM IMPLEMENTATION

On November 15, 1991, Congress enacted Public Law 102-164, which alowed statesto pay up to
ether 13 or 20 weeks of benefits to clamants who had exhausted their regular Ul entitlements. EUC
legidationbecame effective amost immediately, Snce paymentswere to be made for weeks beginning only
two days after the enactment date. As aresult, states were under intense pressure to make payments to
clamants as soon as possible. For example, there were reports in the national media of congressiond
representatives who promised that the checkswould be paid by Thanksgiving. Agency saff felt that these
expectations were unredistic, that they did not take into consideration the processes necessary to interpret
the new legidation, trandate it into state-gpecific language, train saff, modify computer programs, and
create or modify forms—-all withinashort time.® A few statesreported getting some portion of their checks
out by Thanksgiving; but, not surprisingly, most states took longer to issue checks.

1. Staffing

One of the reasons why gates had difficulty implementing EUC-1 quickly was that they were unable
to adjust their saff levels rgpidly to respond to the sudden increase in claimsthat needed to be processed.
In mogt sates, Ul claim rates are high in the winter; so regular saff were extremey busy when EUC was
enacted. Because states were often restricted in their ability to hire new staff due to civil service
requirements, most of the states we talked to had to handle the sudden--and quite large--increase in their
casel oads by requiring substantia staff overtime.®®

2. TheReachback Provison

Because emergency benefits programs typicaly start after unemployment rates have been high for a
long time, these programs often contain provisons that benefits be avallable to individuas whose benefit
yearsfor regular Ul benefitsended prior to thelegidation date authori zing the emergency benefits. Thegod

®The first General Administrative L etter, for example, was distributed November 27, 1991. Thefirst
Unemployment Insurance Program L etter, which provided responsesto morethan 50 questionsfrom states

about implementation of Public Law 102-164 (EUC-1), was distributed December 16, 1991.

®9Even when new gaff were hired, the complexity of EUC madeit difficult for satesto train them (as
well as more tenured gaff). Lack of sufficient staff to cover the increased workload plagued most of the
states we talked to throughout EUC.
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of these “reachback” provisonsisto ensure that people who became unemployed early in the recession
are not penalized, compared to those who became unemployed later in the recession, sSmply because of
the timing of their unemployment.

Reachback provisions were the most complicated programming aspect of EUC-1. States had to
contact, determineeigibility for, and processrecordsfor thelarge number of claimantswhose benefit years
ended during the reachback period (March 1 to the November 15, 1991, legidation date). By thetime
EUC became effective, many of these clamants had previoudy been denied benefits or had been paid
under other programs, thereby complicating digibility and payment determination. Most stateswere able
to develop programs that identified both claimants with expired benefit years and claimants who had
exhausted their Ul entitlements; however, the urgency with which benefits were expected to be paid meant
that no state had adequate time to thoroughly check the numerous programming changes. Once claimants
were identified, states centrd offices mailed forms to notify claimants of the potential additiond benefits.
Although gates tried to handle adminigtration by mail, severd had large numbers of potentidly igible
clamants who had to visit field offices. Thisonly added to the stress on date systems.

B. IMPLICATIONSOF THE DIFFERENT PHASES

The EUC program consisted of theinitid legidation and Sx legidative amendments over the two and
a hdf years the program was in effect. Most of these amendments significantly changed parts of the
programand had little lead time, thereby forcing statesto modify their procedures quickly. For discusson
purposes, we have categorized the EUC program into five different phases (EUC-1 through EUC-5), each
ggnificantly different from the other phases (see the discusson in Chapter |).

All gtates reported having problems coordinating the five different phases of EUC. Much of the
information provided to claimants became obsolete or incorrect as soon as amendments became effective.
The legidative changes, which typicaly were effective immediately after passage, necessitated threeto six
central office gaff (with intermittent support from other saff), who becamethe“EUC experts’ and liaison
with the U.S. Department of Labor (DOL).” These aff often worked full time on interpreting the
legidation, training managers, revising forms, and directing implementation within their states.”™

Severa respondents expressed frudtration that SESA staff were exhausted because of the intense
demand on resources caused by the revisons and by what was perceived as lack of legidative foresight.
A common theme reported by survey respondentswasthat just when agency staff thought they had gotten
things straightened out, the program would change again (the phases lasted only two and a haf to nine

“The DOL distributed 12 General Administrative Letters (or changes to them) and 7 Ul Program
Letters, which provided answers to more than 260 questions asked by SESAs. In some instances, the

answers provided as guidance to the states were modified in subsequent Ul Program Letters.

"Severd gtates reported issuing between 60 and 100 notices, memos, and procedura ingtructionsto

their fidd offices while the EUC program wasin effect.
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months). State administrators aso reported that the frequent changes in program rules and procedures,
and the confusion that resulted, increased the time spent helping each clamarnt.

Even changes in benefit duraion, which were rdaively easy to implement from a programming
standpoint, added considerably to the administrative burden because these changes were frequent and
required mass mailingsto clamants. At aminimum, 35 states had 5 EUC benefit duration levels (one for
each of five phases) during thetwo and ahdf years of the program (Table V1.1). For other states, duration
levels changed more frequently because their state-specific unemployment rate
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crossed thethreshold for different durations. Eight Sates, for example, had at least eight different durations
ineffect. Inaddition, three of these eight states switched from EUC to regular extended benefitsduring this
time. These changes made necessary the sending of additional notices to clamants. When benefit
durations increased, both old and new claimants had to be notified of the change in their potentia benefit
duration. When durations decreased, old damantsretained ther digibility for the higher benefit levd, but
new clamantsweredigiblefor only thelower benefit duration. One Sate explained that continua revisons
required acomplex “audit trail” of burdensome documentation of changes.

The multiple program changes affected claimants as well. Some claimants perceived disparities
(gererated by the EUC phases) in how they were treated because of apparently arbitrary distinctions
between them. In some Stuations, clamantswho filed one week later than other clamantswereligiblefor
subgtantially fewer benefits; in other Stuations, claimants could lose alarge portion of potentid benefits if
they experienced an interruption in benefit collection that spanned a period in which durations changed.

One state administrator recommended that future emergency benefits programs be established initialy
for two to three years, to avoid the start-and-stop nature of the program and to recogni ze that emergency
programs historicaly have lasted that long even when initid legidation specified shorter program duration.

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

The concept of abenefit year iscentrd to the regular Ul program; damants have one year from filing
for unemployment benefits to collection of their total benefit alotment, which is based on earnings in the
year prior to application for unemployment benefits (known as the “base period”).”? Claimants may not
carry unused benefits into anew benefit year; to collect benefits, they must instead reestablish digibility for
anew benefit year. If they have been unemployed for any length of time, however, they may not bedigible
at dl for new benefits or they may be digible for reduced benefit levels. In earlier emergency benefits
programs, and in EUC-1 and EUC-2, claimants who had not collected al their emergency benefitswere
aso required to file for anew benefit year after their existing benefit year ended. If digiblefor regular Ul,
they could not continue collecting extended benefits. Therefore, some clamantshad to forfeit someof their
emergency benefits when they were forced to establish a new benefit year, potentidly at alower weekly
benefit amount. These requirements were to ensure that state-financed benefits were exhausted before
federaly financed benefitswerecollected. If clamantswereindigibleto establish anew benefit year (which
meant they could not collect regular UI), they were dlowed to continue collecting emergency benefits after
expiration of their benefit year.

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

2Inmogt states, the base year is defined asthe first four of the last five calender quarters completed.
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of filing--but on unknown factors, for instance, the expected duration of unemployment and the likelihood
that EUC would be available in the future.

From a SESA perspective, the change in the way emergency benefits programs were structured
relative to regular Ul was the most problematic aspect of EUC. These problems were both philosophical
and operationa. On the philosophica leve, our state respondents fdlt that this provision was contrary to
“everything Ul stood for.” The respondents fdt that the time limit for digibility should be maintained, that
benefits from an old benefit year should not be retrievable if a new benefit year was established, and that
emergency benefits collection should follow regular Ul collection. On these issues, the administrators
thought that the EUC legidation’ slogic undermined theregular Ul system’ ssafeguards. Allowing clamants
to collect emergency benefitsinstead of regular benefitsreduced employers respongibility for layoffs, snce
employer contributions finance regular Ul but not EUC.

On the operationd leve, the options legidation dramatically increased the resources necessary to
process clams, particularly in the programming departments, field offices, and departments that handled
funding adjustments. All stateshad to make changesintheir claims-processing computer programsbecause
the EUC option overrode checks that were designed to force claimants to establish a new benefit year
when they reached the end of ther initiad one. States dso modified computer programs to do the
caculations necessary to providethe option to claimants, but in some casesthey could not automate dl the
steps of the process. Because of the short time frame in which states had to make changes, state staff
reported that they had to test their computer changes on the public, thereby creating additional errorsthat
had to be corrected. In the end, staff reported that they were unsure of al the implications of the
programming changes that had to be made.

Not only was the options legidation difficult to program into state computer systems, it was dso
complicated to explain to clamants. Staff typicaly explained the options to clamants in one-on-one
sessions, which were extremey time-intensive (a few states reported spending 20 minutes on average to
do this, plus potentially more time to calculate potentia benefit award levels).” State administrators
typicaly thought that most claimants were unable to understand the trade-offs involved in making their
decison, even after fidld gaff provided detailed explanations. One adminigrator fet that this Stuation was
epecidly frugrating to field staff, who werefrequently asked, “What do you think | should do?” after giving
a complex explanation of the options to clamants. Another state reported that some claimants found the
process so confusing that they stopped filing for benefits to which they were entitted. While EUC
regulations dlowed only claimants who had not received complete informeation about the option to change
their choice after they began filing, some states indicated that, because of the complexity of the options
legidation, they interpreted this restriction more loosely and alowed more than just a few clamants to

Severd datesfdt that technologica and administration changes such as remote claims processing
made in recent years would make handling the options legidationin EUC even harder now. They thought
that implementing the options component of EUC while usng remote claims processing would be virtudly
impossible because staff would not be in place in the field offices to explain the option face to face.
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change their choice after they began filing. These changes merely added to the adminigirative complexity
of the program.

All states reported that a number of under- and overpayments were generated by delays in
implementing the option fully and correctly, and that these under- and overpayments were extremely
complicated and time-consuming to correct. For example, one state reported that up to nine transactions
were required to change funding from one program and benefit year to another program and benefit yeer.
A few statesreported taking up to two yearsafter the program ended to sort out dl the funding problems
created by the options legidation. Enacting the options legidation retroactively was responsible for much
of this extra work, since clamants could retroactively choose the program from which their payments
came.”* Some states were unclear about which overpayments were forgiven and which were not; thus,
they did not know how to handle different payment offset ratesfor EUC and regular Ul. Statesmay aso
have experienced higher rates of noncharging because of thisconfusion. Changing funding sources affected
employers as well, since they were often confused by receiving severa notices about charge adjustments.

Although each state may have encountered different problems interpreting and implementing the
options legidation, al of them fdt that the problems were due to the unnecessary complexity of EUC and
could not easly be integrated into the regular Ul system. Severa dtates gave specific examples of the
confuson and complications resulting from the options legidation and the incomplete ingtructions on how
to implement it. Some dtates did not initidly understand that clamants with new benefit years aready
established could retroactively chooseto collect EUC instead of Ul for weeksprior to the datethe claimant
chose the option. At least one state reported having to expand its computer hardware because the
hardwarein place could not fully automate the optionslegidation. Interstate clamswereeven moredifficult
to adminigter than regular Ul claims, because states often interpreted the options legidation differently.
Ovedl, sate adminigtrators thought the options legidation should not be repeated in future emergency
benefits programs, primarily because implementing this legidation would be too costly and confusing to
adminigter, even if some claimants benefited.

"Kegping track of the different federa funding sources for EUC was an additiona complexity,
because different funding sourceswere used for different EUC phasesand because claim dates (rather than
the dates payments were made) were used to determine from which funding source the benefitswere paid.
Under the regular Ul program, states typicaly need not tie clam payments to different funding sources.
Under the EUC program, however, payments made to two clamants in a week may have had to be
charged to different funding sourcesiif the claimants began collecting benefits during different EUC phases.
The phase in which the payment was made did not determine the funding source.
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D. OTHER ADMINISTRATIVE ISSUES

Although the most prominent components of EUC were the reachback and options provisions, EUC
had other components that affected program administration--and EUC affected other routine SESA tasks
besi des the adminigtration of intrastate regular Ul claims. In this section, we examine three specia topics
(2) the EUC requirements for stringent work search efforts, (2) the effects of EUC on the handling of
interstate claims, and (3) the effects of EUC on the ability to conduct other routine adminigrative tasks.

1. Work Search Requirements

Higibility for benefits during EUC-1, -2, and -3 required “systematic and sustained” work search
efforts, astandard that is more stringent than most states' regular Ul work search requirements. Some
states, for example, require that regular Ul program clamants be “able and available’ for work. In
contrast, systematic and sustained work search wasinterpreted to be work search “maintained throughout
the week” and in a “regular manner with thoroughness and with a plan” (Unemployment Insurance
Program Letter No. 9-92 Change 2, February 20, 1992). SESAsa so hadto verify that claimantswhose
job prospects were identified as “poor” registered with the Job Service.

Most state respondents thought that these stringent work search requirements did not make sense,
ance few jobs are available during recessionary periods. In their view, requiring increased job search
activity and more trips to field offices, with little chance of finding a job, was frustrating to cdlamants and
did littletoimproveclaimants chancesfor reemployment. 1t also made no sensefor job-attached workers
who are typicaly exempt from state work search requirements, but no exemption was alowed for EUC.
Aswe discussin Chapter 11, the option to receive EUC before establishing anew Ul benefit year meant
that a greater proportion of EUC claimants were job attached than would typically be the case with an
extended benefits program. It wasfrustrating to employerswho complained about receiving many contects
fromrecipientswhen nojobswereavailable. Finaly, employerscomplained about receiving contactsfrom
agency dtaff attempting to verify that recipients had contacted them. These problems were exacerbated
in areas where there were few employers.

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

Statesreported that they found waysto classify claimants’ job prospectsas*® not good” and to monitor
that these clamants registered with the Job Service, but that this requirement did not adequately
differentiate among claimantsin many states. Half the states we contacted reported that they automatically
classfied all EUC clamants job prospects as “not good.” Two of the states indicated that Job Service
gaff found it difficult to register clamants, snce there were no additiond funds for handling the increased
workload.

Overdl, agency dtaff felt that emergency benefits programswould be easier to administer if they were
more eadly integrated into sates regular Ul programs, so the states did not have to maintain two sets of
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indructions to clamants, two sets of criteriafor determining digibility, and two sets of proceduresinwhich
to train fidd Saff.

2. Interstate Claims

Most of the states we surveyed reported that the processing of interstate claims became more difficult
during EUC. Handling interstate claims is more complicated than handling intrastate clams because of
differences in state Ul programs, but, they felt, EUC exacerbated the level of difficulty in dedling with
interstate clams. State Saff indicated that thiswas particularly true for options|egidation, sSince agent and
lidble gtates often treated options legidation differently. States found it difficult to inform clamants of dl
their choiceswhen information from one state was not readily availableto another, such aswhen aclamant
was digible for Ul in onestateand dligiblefor EUC in another.™ The retroactivity of the legidation further
complicated adminidiration of interstate claims because states sometimes had to coordinate collecting
paymentsfrom one program--say, EUC--in one stateto offset overpaymentsin another program--say, Ul -
-in another state, when claimantsretroactively exercised the option to choose which program they wanted
to receive benefits from.

*EUC legidation dso dlowed states to calculate base period earnings in more than one way, which
meant that the number of potential calculations increased Sgnificantly.
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3. Effectson Administrative Resour ces

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

Some states found that EUC greatly complicated their data reporting, while other states did not.
Statesthat experienced particular difficulty with EUC had to develop pardld setsof formsfor EUC. Some
statesfet that, in particular, the accuracy of their reports suffered because of the number of reclassfications
of clamants between Ul and EUC.

A few dates reported smal advantages from EUC. One state was ableto test aprogram (originaly
designed for extended benefits) for mailing information to clamants. Another Sate indicated that State
agency staff understand their computer system better because EUC “tested the limits’ of the system.
Oveadl, however, the states fdt that the complexity of EUC, and the continued revisons, made it
impossible to complete planned activities to improve administration of the regular Ul program.

E. RELATIONSHIP WITH CLAIMANTS, THE PUBLIC, EMPLOYERS, AND THE
FEDERAL GOVERNMENT

Most sate respondents said that, overdl, they were able to maintain good relationshipswith claimants
a atime when the Ul system was strained and public expectations for unemployment compensation
assstance were high. Despite the many changes in EUC and the behind-the-scenes adminisrative
problems, state respondents thought that collecting EUC was sraightforward for most clamants and that
most claimants made a relaively smooth trangtion from Ul to EUC. Claimants aso appreciated the
additiona benefits. Neverthel ess, thecomplexity of theprogram, especidly theoptionslegidation, confused
some claimants,; because of the confusion, some claimants may not have gpplied for (or collected) dl
benefits they were entitled to.

Most statesa so thought that, in genera, they could maintain good public reations, but that the frequent
policy changes, in conjunction with unredistic expectations to get benefits out quickly, affected their
agencies ability to serve damantsand led to morethan the usua number of inquiries and complaints, both
from the public and from dected officids. A respondent in one Sate fet that the frequent policy changes
and the seemingly inconsgistent ways claimants were treated--a claimant who filed in one week might be
digble for substantialy more or less money than a clamant who filed one week later--were important
hindrances to good community relations. Severa respondents thought that EUC stripped the Ul system
of some integrity because it was a “giveaway” program. These respondents believe that EUC was
provided for too long and that it discouraged claimants from seeking and obtaining work.

Employersin most states had mixed experiences. Asdiscussed above, employerswere frustrated by
continued contacts by job seekers arising from the stringent work search requirements and by agency staff
to verify job contacts. Many employers were confused by the flip-flopping of charges as under- and
overpayments to the regular syssemwere corrected. However, agency staff also reported that employers
gopreciated the provison of noncharged benefits to clamants.

Most state adminigirators thought they had good overdl working relationships with the Ul regiond
offices but that administering EUC caused some drains in the federd-dtate relaionship. Most
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adminigrators reported frustration that the regions (often perceived to be caught in the same spot asthe
states) hed difficulty interpreting the EUC legidation and disseminating information quickly. Some States
thought they wasted agreat dedl of resources because they were unable to get guidance from their regiond
officesin atimey manner and because the advice received was often incorrect or conflicting. When written
indructions from the nationd and regiona offices were eventudly received, they were unduly complex
because they frequently cross-referenced other memoranda. Because states were under intense pressure
to get thair systems modified and get benefits out to claimants, they often had to proceed without guidance
or confirmation thet their interpretations were correct. After implementation, states sometimes found that
they had to change their systems and correct the errors generated from incorrect interpretation of the
legidation. One state respondent felt that these experienceswould adversdly affect future contactswith the
regiond office.

F. CONCLUSON

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

The options legidation effective during EUC-3 and -4 is the prime example. Undoubtedly, some
clamants benefited from the option to collect EUC instead of U, but the SESA s expended substantia time
and resources trying to understand the options legidation, train gaff, program the options legidation into
their computer systems (including overriding severd important computer checks that ensure accurate
processing of payments), and explain the legidation to clamants. SESAs aso had to correct for under-
and overpayments because of the retroactivity of the options legidation, aswell as alow some camants,
who could argue that they lacked sufficient information to make an informed decison, to switch ther
choices. From society’ s perspective, it isunlikely that the gain to the dlamantswho choseto collect EUC
ingead of Ul outweighed the extengve cost of implementing the options legidation.

Another example of unnecessary complexity--one that added to administrative complexity without
offstting benefits-is the five phases of EUC. Although emergency benefits programs are intended to
provide benefits when needed, and it is difficult to predict the length of a recession, it would make more
sense to have fewer phases, with each phase lasting dightly longer than did the EUC phases. Attemptsat
finetuning over several phases lasting only a few months are not worth the effort, particularly when
clamants with periods of unemployment early in the emergency program qudify for the longer benefit
durations enacted during later phases.

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

Himinating some of the complexity often associated with emergency programs, such as EUC and
lengthening the duration of each phase, would help minimize problemsinherent in these types of programs.
Although the programs may still need to be implemented quickly and address the legitimate needs of some
clamantsthrough reachback provisons, having aminima number of components different from theregular
Ul program would reducethe need to modify computer programsand train staff. Thiswould resultinfewer
errorsin clams processing, and adminidrative costs might be substantialy lower.

157



VIlI. CONCLUSIONSAND LESSONSFOR POLICY

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

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

A. CONCLUSIONS
Our review of the EUC program suggests 11 conclusions about its overdl impact and effectiveness:

11. The extended benefits component of the EUC program performed an important
countercyclical role during the recession of the early 1990s. The rdatively long
duration of the program and its widespread implementation by the states were appropriate,
given the extended weakness of the labor market exhibited in that recession. EUC appears
to have avoided both the overly generous and the poorly targeted benefitsthat characterized
the extended benefits programs (EB and FSB) in the 1970s and the overly long duration of
the FSC program of the early 1980s. Although no one messure of the performance of the
EUC program capturesall its countercyclica features, the exhaudtion rateis perhgpsthe best
sngle measure. We estimated that avail ability of its extended benefits component permitted
the overdl system of unemployment compensation to provideadightly lower exhaustionrate
(our estimates ranged from 17 to 24 percent) than the rate that characterizes the system
during nonrecessionary periods. These benefits replaced about 2.4 percent of the shortfall
in red disposable income éttributable to high unemployment throughout the recessionary
period.

12. The size and scope of the EUC program significantly exceeded what would have

been provided under the regular EB program. Our smulations suggested that, in the
absence of EUC, only about 3 million exhausteeswould have been covered under theregular
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13.

14.

15.

EB program during the period 1991.4 to 1994.2, even if dl states had adopted the total
unemployment rate asatrigger for EB. On the other hand, EUC (which effectively replaced
EB during this period) paid benefits to about 7.7 million regular Ul exhaustees under its
extended benefitscomponent. Evenwith modestly rdaxed trigger thresholds, EB would have
been a subgtantialy smdler program than EUC. In actudity, of course, EB itsdlf played
virtudly no rolein therecesson of theearly 1990s. In addition, thefederd financing of EUC
resulted in $3 to $4 hillion in trust fund savings for the states. These savings were
concentrated in a smdl number of dates, reaulting in an average Unemployment
Compensation (UC) tax rate saving of approximately 0.25 percentage point in those states
where EB would have been payable.

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

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

Workers receiving benefits under the extended benefits component of EUC
experienced considerable difficulty in finding reemployment. Despite extensive job
search, it took many recipients along time to find a job. Moreover, goproximately 23
percent of workers who received benefits under the extended benefits component of EUC
never (during an average follow-up period of three and one-haf years) found a new job.
Many of those extended benefits recipients who found new jobs reported subsequent job
separations, suggesting that much of thereemployment wasinrdatively undablejobs. Two-
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16.

17.

18.

19.

20.

thirds of those who became reemployed found jobsin industries different from those of their
prior jobs. About 4 out of 10 workers experienced wage losses of at least 25 percent.

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

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

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

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

This optional claims component of EUC added major complexities to the
administration of EUC during Phases 3 and 4. Presenting information to clamants
about the EUC optiona claims provison was time-consuming and difficult, Snce both staff
clamants found the options hard to understand. Integrating the payment of optiona clams
into state Ul systems aso required overriding many existing computer safeguards. Therapid
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21.

implementationof Phase 3 of EUC meant that there wasllittle timeto vaidate new computer
code. Thismeant that officias often wereforced to overridether sysemsmanualy. Further
complicating the Situation were issues in the proper interpretation of some optiond claims
procedures.

The overwhelming majority of workers who collected benefits under the EUC
optional claims component were not long-term unemployed. These workers were
muchmorelikely to expect recall to their prior employers, to do lessjob search, and to have
sgnificantly higher reemployment rates than workers who collected under the extended
benefits component. Indeed, average tota unemployment compensation benefits collected
by workers choosing the optional claims portion of EUC amounted to only about 25 percent
of the average totd amount of UC benefits collected by workers collecting under the
extended benefits component of EUC.
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B. POLICY IMPLICATIONS
These conclusons suggest four broad implications for future unemployment compensaion policy
toward extended benefits:

1. Intheabsence of major changesto the EB trigger mechanism, it seemslikely that
future emergency programswill have to function as both “ second-tier” and “ third-
tier” extended benefits programs. Trigger rates under EB are smply too high and too
congtrained by thetrigger rates threshold requirementsto permit EB to provide the leve of
benefits that EUC did during the recesson of the 1990s. Because the goals of future
programs are likely to be smilar to those of EUC (dthough the specifics will be tailored to
particular recessionary circumstances), thesetoo will likely be used as subgtitutes for EB if
the Ul system isto continueto provide adequate support to long-term unemployed workers.

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

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

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

EUC PROVISIONS, BY PHASE



APPENDIX B
SAMPLE DESIGN AND SAMPLE WEIGHTS



The sample for the Emergency Unemployment Compensation (EUC) evauation was designed to
represent the nationa population of EUC recipients and to provide sufficient satistica precison to meet
the descriptive and andytic objectives of the study. It was adso designed to provide a comparison group
of Unemployment Insurance (Ul) recipientswho did not receive EUC,; thisgroup was representative of the
nationa population of Ul-only recipients when EUC was available. More specificaly, the sample design
cdled for atwo-stage sampling process: initidly, 23 states were sdected; then, recipients in those Sates
were selected. Adminidrative records were to be collected and analyzed for the recipient samples and
survey data were to be collected for subsamples.

In practice, a number of states selected for the sample were unable to participate. Additiona States
were selected and asked to participate, but, in the end, only 18 of the 35 statesthat were asked provided
samplesof recipients. In addition, responseratesfor the survey werelow (just under 50 percent), primarily
dueto difficulty in locating respondents (see Appendix C).

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

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

A. INITIAL SAMPLE DESIGN

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

To addressthefirgt objective, we defined the EUC sampleframeasdl individuasin the 51 stateswho
received an EUC payment.”” We planned to sdlect a sample from this sample frame and to collect
adminigrative records data for this sample. We dso planned to collect survey data for a subsample but
to limit the survey subsample to individua s who began collecting EUC in July 1992 or later. Weredtricted
the survey subsample because we wanted to limit the period for which recipientswere asked to recall |abor
market events. We chose July 1992, which wasthe start date of EUC Phase 3, so that the survey sample
would be representative of EUC recipientsin Phases 3 through 5.

To address the second objective, we defined the Ul-only sample frame as dl individuds in the 51
stateswho began collecting Ul between January 1991 and September 1993 and who did not collect EUC.
We chosethese start and end dates for this sampleto capture the mgority of Ul recipientswho could have
collected EUC. Although some individuas who began collecting Ul as early as March 1990 collected

SAdministrative samples from two states were received too late to be included in the survey.

"We included in our universe the 50 states plus the District of Columbia. For convenience, we refer

to this group asthe “51 dates.”



EUC through its reachback provisons, the number of such individuas was smdl rddive to the entire Ul
population. For this reason, we restricted the comparison group to individuds who were more likdly to
trangtion to EUC if they exhausted Ul. Individuas who began collecting Ul in early 1991 would have
exhausted Ul inthe second haf of 1991 and could have collected EUC beginning in November 1991. We
chose September 1993 as the end date for this comparison sample for smilar reasons. Some individuas
who started collecting Ul after September could have exhausted Ul and begun collecting EUC prior to
February 5, whenthelast EUC initid clamsweretaken, but most individua swho ended up on EUC would
have begun collecting Ul earlier. Findly, we decided that the Ul-only interview subsample would include
Ul-only recipients who began collecting Ul between January 1992 and September 1993. We chose
January 1992 asthe start date to include individuas who would have been likely to collect EUC beginning
in July 1992 or later if they had collected EUC.

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

Because the UC program operates separately in each state, however, it was, not feasible to sdlect
smple random samples from the nationa population of EUC and Ul-only recipients. Instead, we chose
atwo-stage sampling procedure that involved the random sdlection of statesin thefirst sage and recipients
inthesecond stage. Specificaly, wedecided to choose statesin thefirst sagewith probability proportiona
totheszeof their EUC population and then to choose equa-sized samples of EUC recipientsin the second
stage.” Thisprocedure maintained equa probabilities of sdection for dl EUC recipients and wasintended
to yidd asdf-weighting sample of EUC recipients. A comparable Ul-only sample was alocated to each
gate in away that was designed to provide a salf-weighting sample of such individuas®

BWe used atwo-tail test at the 80 percent power leve for this computation.

"Since the EUC caseload was heavily concentrated in a few states, this procedure was modified
dightly to alow for the fact that the sample would definitely contain the largest states. Once these States
were identified, sample sizes were alocated to them in proportion to their representation in the nationa
casdload. The remaining states were then selected with probabilities proportiona to size, with equa sze

samples being dlocated to each state,

8To draw anationaly representative sample of regular Ul-only recipients, we needed to account for
the fact that the selection probabilities of stateswere rdative to the EUC population, rather than to regular

Ul-only recipients or to recipientsin general. Following the approach used in an earlier study, regular Ul-
(continued...)



Because of the two-stage sample design, we aso had toincreasethe EUC and Ul-only sample sizes
to takeinto account theloss of datistica precison (termed the * design effect”) resulting from clugtering the
sample in alimited number of states. To account for the importance of design effects, we considered the
degree to which average Ul benfit duration varies across sates® In 1991, average Ul duration
nationwide was 15.8 weeks, however, an examination of average duration by state reveded important
systematic variation. Average duration was more than 17 weeks in five states and less than 12 weeksin
nine states. Because earlier sudies of the Ul population (see, for example, Corson and Dynarski 1990)
suggested thet thetota variancein average Ul duration isabout 144 weeks, we used the variation in Sate-

89(...continued)
only recipients were sampled with equa probabilities of sdection by dlocating larger numbers of regular

Ul-only recipients to states with smaler numbers of EUC recipients, according to the following formula

(Corson and Dynarski 1990):

M) Q*X[(L&E)/EIR

where, for statej, Q isthe regular Ul-only sample, X; isthe expected size of the subsample of our sample
of EUC dlaimants who collected regular Ul earlier in their unemployment spells, E; istheratio of the total
number of EUC recipients who previoudy collected Ul in the state to the total number of Ul recipientsin
the state, and R is the uniform sampling rate required to adjust the size of the Ul-only sampleto thedesired

total number.

8\We used average benfit duration for regular Ul to assesstheimportance of design effects. Although
other variableswould yidd different results, we expected that the variation among states on this varigble

would indicate variation in important outcome variables, such as duration of EUC receipt.
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level averagesto estimate the state component of variance and allocated total variance between individuas
and states as follows®

Variance Component Variance Percentage

Individual Recipient 137.6 95.6
State 6.4 4.4
Total 144.0 100.0

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

We explored the implications of this Situation for various recipient and state sample sizes. We found,
for example, that the tandard deviation of the estimate of average benefit duration made from asmple
random sample of 2,500 recipientsdrawn from al 51 stateswould be .24 (the* one-stage” smplerandom
sanple estimate). If the sample was restricted to 15 dtates, the standard deviation would be .42, a
difference of 75 percent. In this example, the sample of 2,500 recipients drawn from 15 states would
provide the same datistical precison as a one-stage smple random sample of only 821 recipients (the

“effective’ sample sze) drawn from al 51 gaes. Increasing the recipient sample size would do little to

8The weighted state-level variance in average duraion is equa to Swy(ds - d,)?, wherew, isthe state
share of the population, and d; and d, are state average duration and national average duration,

respectively.



improve precision, because the source of the high variance is state specific, not recipient-specific. For
example, doubling the sample to 5,000 recipients drawn from the same 15 stateswould only increasethe
effective sample 5ze from 821 to 974 (an increase of 19 percent). Instead, substantialy grester gainsin
precision could be achieved by increasing the number of states. For example, with 23 satesingtead of 15,
asample of 2,500 recipients has an effective size of 1,547, compared with 821 for 15 Sates.

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

The remaining noncertainty states could have been sdected by a smple random drawing from the
remaning states with probabilities of selection proportiona to size; however, we bdieved additiond
dratification was warranted. Specificaly, we chose the 12 noncertainty states on the basis of a dratified
sample according to average Ul benefit duration.® This dtratification was intended to ensure adequate
variahility in the sample dong dimensions, such as labor market sirength and generosity of state U,
programs that are gpproximated by the average duration figures. To accomplish the Sratification, the 42
noncertainty states were grouped into three equa-sized strata--high, medium and low duration--with four

gtates being sdlected from each stratum as shown in Table B.1.

8To ensure regiond representativeness, we ordered states within stratum by region,
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Findly, we decided to sdect, a a minimum, 10,000 EUC recipients and 10,000 Ul-only recipients
asthefirg stage of the sampling process. We intended to obtain adminisirative records for these samples
and then sdect the smaller samples (2,500 EUC recipientsand 1,500 Ul-only recipients) for theinterview.
We chose 10,000 as the sample size for each of these adminidrative records samples to ensure that we
had enough sample membersto (1) complete 4,000 interviews on subsamples drawn from the latter three

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

B. IMPLEMENTATION OF THE SAMPLE DESIGN

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

Since our sample frame covered severd years, we also asked states to provide adminigrative data
on dl benefit years established during this time frame by members of this sample. When we used
adminigrative data for our anadyds, we sometimes used the individud as the unit of andyss and we
sometimes used the benefit year. However, we had to decide how to handle individuas with multiple

benefit yearsin theinterviewing subsample, since theinterview used the benefit year begin date to establish
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atime frame for the interview which began with the pre-benefitsjob. One option would have been to sart
withtheearliest benefit year. Werg ected that approach, however, because wefdt that our main objective
of representing the EUC population was better served by sampling benefit yearsfor theinterview. Hence,
we assgned individuasto the EUC subsampleif they ever collected EUC, and we began theinterview with
the benefit year that led directly to EUC. A few individuas had more than one EUC claim during Phases
3through 5. In these cases, we randomly selected one of these clams as the Sart date for the interview.
We dsorandomly selected abenefit year to sart theinterview for Ul-only sample memberswith morethan
one benefit year.

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

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

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

and 963 Ul-only individuas for whom we collected survey data.
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C. WEIGHTS

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

The mgor problem we faced in congtructing these weights was that we had fewer (and, sometimes,
different) statesin the find sample than planned® We addressed this problem by using externa dataon
gate-level Ul and EUC activities reported by states to the Unemployment Insurance Service to compute
nationa estimates of key EUC and Ul program outcomes. In making these estimates, we treated each
program separately; however, snce most individuas who collected EUC dso collected Ul, we dso
computed estimates of key outcomesfor the combined population (that is, individualswho collected under
ether program). We used data from our records samples to estimate the proportion of EUC recipients
who did not begin collecting Ul between January 1991 and September 19938 We used the proportion
for each state in our sample and the average for other statesto compute the number of EUC first payments

to individuals who did not collect Ul. We then added this number to the number of Ul first payments to

8The distribution of sample membersby state was dso different than planned but this did not present
amgor problem. We had random samples of recipientsin each statein our records samples, and, although
there was some nonresponse to the survey, we treated the survey samplesin each state as Smple random

samples when congtructing weights. We examine the appropriateness of this assumption in Appendix C.
&These are the reachback and EUC option claims.
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compute the number of EUC and/or Ul first payments made during our observation period. This
unduplicated count of first payments was divided into the number of weeks compensated and totdl
payments under the two programs to produce our national EUC/UI estimates.

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

Under the second dternative, weweighted the 18 statesin the records sampl e to represent the national
population. We did this by grouping certainty and noncertainty states by stratum and adjusting the initid
weight (the share of the total population represented by a state) assigned to each state to account for any
nonresponse in the stratum. For example, weinitialy selected eight certainty and four noncertainty Sates
inthe high duration stratum but we ended up with six certainty and five noncertainty states whose weights,
whensummed, implied that thisstratum equa ed 54 percent of the EUC population. Sincethehigh-duration
gtates actually contained 65 percent of the EUC population, we increased each state weight to sum to 65
percent.

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

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

We used an analogous procedure for the survey samples to create weightsfor the EUC and Ul-only
samples that sum to nationa totas of EUC recipients who began collecting EUC during Phases 3 through

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

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

discussed previoudy, these standard errors underestimate the true standard errors for estimates

16



TABLEB4 EUCSTUDY SAMPLE WEIGHTS

17



made with our samples, snce they are not smplerandom samplesof the nationa population. Instead, our
samples are clustered by state, and this clustering increases standard errors.

We examined the degree to which smple random sample standard errors should be increased to
account for thesampledesign. We computed these design effectsusing the SUDAAN computer program,
whichwas developed at the Research Triangle Indtitute.® Thisprogram uses Taylor Seriesapproximations
to compute estimated variances using standard formulas that relate the size of the design effect to the
relative Sze of two varigbles: (1) the component of the variance due to varigtion within individua clusters
inthe survey design, and (2) the component of variance due to differences between clustersin the rlevant
underlying population characteristics.

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

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

8\We report design effects computed as the proportiona change in the standard error due to the
survey design as compared to the standard error that could be achieved by asimple random sample of the
same sze, dthough design effects are often reported as the proportiona change in the variance dueto the
survey design.
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Given thisrange in design effects, we chose to use the average (1.6) as arough design effect to apply
to our survey results. That is, when making comparisons between the EUC and Ul samples, we inflated
gandard errors by 1.6 when determining which differences were satisticaly sgnificant.

Table B.6 provides standard errors for the survey samples for binary variables used to estimate the
prevalence of characteristics that can be expressed as a proportion or percent (for example, the percent
expecting recall). These standard errors can be used to compute confidence intervals for such
characteristics or to compute standard errors for difference of meanstests. For example, we reported in
Table 111.6 that 23 percent of the Ul-and-EUC sample expected recall by their pre-Ul employer as
compared to 49 percent for the EUC-only sample. Two-tailed 95 percent confidence intervasfor these
estimates would equal 1.96 times the appropriate standard error from Table 111.6, which would be
aoproximately +/-4 percent for the Ul-and-EUC sample. The t-gtatistic for a difference of means test
equas the difference between acharacteristic for two groupsdivided by the stlandard error of the difference
of means, which equasthe square root of the sum of the variances of the two estimates. For example, the
t-statistic for the difference in the expected recal rate for the Ul-and-EUC and the EUC-only sample is
5.1 [(49223)4/(.692.39]. This level indicates thet the difference is statistically sigrificant  the 99

percent confidence leve for atwo-tailed test.
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APPENDIX C

SURVEY RESULTS AND NONRESPONSE BIASANALYSS



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

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

to assess the likelihood that survey reslts could be biased because of nonresponse to the survey.®”

8" Another source of nonresponse that could affect our findings is nonresponse among the states

sected for the survey. We address that issue in Appendix A.
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A. SURVEY RESULTS

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

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

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

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

of this study. One possible reason for this difference is that this interview



TABLEC.1 EUC SURVEY: NUMBER OF COMPLETES AND COMPLETION RATES, BY

STATE



TABLEC.2 EUCSURVEY OUTCOMES



was longer (it averaged 45 minutes) than the earlier interview (which averaged about 30 minutes). The
interview length contributed to the partid completes, Snce some individuas refused to continue with the
interview. Length may aso have contributed to therefusa's, snceindividua sweretold gpproximately how
long the interview was when they were asked to participate.

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

reaching the potential respondent or for other reasons such asill hedth, language barriers, or deeth (two

percent).

B. POTENTIAL NONRESPONSE BIAS

Resaults of the survey could be affected by nonresponse bias, particularly since the overall completion
rate was quitelow. If nonrespondents differ from respondentsin asystematic way, inferences drawn from
the interview data on the characteristics and labor market experiences of respondents could be mideading
and not representative of the universe of UC recipients.

To andyze the implications of survey nonresponse for the anadlys's, we used UC adminigrative data
that were available for both respondents and nonrespondents to explore differences in the basdine
characterigticsof respondentsand nonrespondentsand in UC outcomes. To performthisandyss, weused
the weights described in Appendix A to create estimates for the respondent sample, which can be
characterized as nationaly representative of the UC population. We created comparable weights for
nonrespondents, so that the weighted distribution of nonrespondents matched the weighted distribution of
respondents by state and UC gtatus (EUC and Ul-only). This step was necessary because response rates

differed by state and by UC gatus.



Our andysisshows(Table C.3) that therewereanumber of statistically significant differencesbetween
respondentsand nonrespondents. Survey respondentsweremorelikely than nonrespondentsto befemale,

older, and nonminority. Respondents also had higher base period



TABLEC.3 DIFFERENCES BETWEEN SURVEY RESPONDENTS AND

NONRESPONDENTS
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earnings-—-hence, higher average weekly benefit amountsand entitlementsfor theregular Ul program. They
a so collected moredollarsof Ul, but differencesin other Ul outcomes (weeks collected and the exhaustion
rate) werenot statistically significant. Thispattern of differences between respondents and nonrespondents
suggeststhat the respondent sample represented an older, more stable popul ation than the nonrespondent
sample--which is not surprising, given tha the main reason for nonresponse was an inability to locate a
sample member.

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

Second, most of the differences we found are smdll (dthough statisticaly sgnificant). For example,
the respondent-nonrespondent differencein Ul potential weeksis one-haf week, and the differencein the
Ul weekly benefit amount is $10. Because the completion rate was roughly 50 percent, the nonresponse
adjusted estimate differs from the survey estimate by hdf these amounts. Similarly, the differences in
basdine characteristicsseem small. For example, mean agediffersfrom the nonresponse adjusted estimate
by one year, and the percent femae differs by two percentage points. Even the estimatesfor race/ethnicity
differ & most by three percentage points. These differences seem smal; as dated earlier, we think the

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