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Long-term unemployment over men’s careers
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ince the start of the recent recession, which began
in December 2007, many unemployed Americans Related articles
have entered the ranks of the long-term unemployed

More articles and information on long-term
(those who are unemployed for 27 weeks or more). Long-term .

unemployment can be found at the following
unemployment peaked at 46 percent of total unemployment

links:
in May 2010, well after the recent recession ended in
June 2009." In contrast, after an earlier recession, which * “Long-term unemployment experience
lasted from July 1981 to November 1982, the long-term of the jobless," Issues in Labor Statistics,

http://www.bls.gov/opub/ils/
summary_10_05/long_term_
unemployment.htm.

unemployed number peaked at 26 percent of total
unemployment in 1983.2

* “The composition of the unemployed
and long-term unemployed in tough
labor markets,” Monthly Labor Review,

http://www.bls.gov/opub/mlr/2010/10/
after their first long-term unemployment spell, or how the spell art1full.pdf.

affects wages over time. This BEYOND THE NUMBERS article
begins to answer these questions. Using the employment history

These point-in-time estimates, however, do not indicate the
proportion of people who have a long-term unemployment spell
over their labor market career, how long it takes to find a job
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of men in the National Longitudinal Survey of Youth 1979
(NLSY79), the article examines entry into and out of long-
term spells of unemployment and looks at the effect of
long-term unemployment on average wages. The men

in the NLSY79 were born in the years 1957 to 1964. The
analysis covers the mid-1980s through 2009, focusing on
men’s employment histories from their mid-20s, after they
have become integrated into the labor market, until their
middle to late 40s and early 50s.

Researchers find that workers who have been
unemployed due to job displacement often experience
persistent subsequent earnings losses, earnings
volatility, and later periods of job loss, although

none of these studies looks specifically at the long-
term unemployed.? When a household member is
unemployed, household finances suffer, which often
leads to depleted savings, increased debt, and trouble
making rent or mortgage payments.* In addition to
negative financial impacts, long-term unemployment
may adversely affect the physical and mental health
of the unemployed® and may negatively affect their
children’s academic achievement.®

Description of the data

The data used in this article are from the NLSY79, a
nationally representative sample of 12,686 men and
women born from 1957 to 1964 (the latter years of the
baby boom) and living in the United States at the time of
the initial survey in 1979. Respondents were interviewed
annually from 1979 through 1994; after 1994, they were
interviewed every other year. By the 2010 survey, NLSY79
respondents were ages 45 to 537

The NLSY79 is well-suited for studying long-term
unemployment because it contains a complete work
history for each respondent and it differentiates between
time spent looking for work or on layoff (during which

an individual is considered to be unemployed) and

time spent out of the labor force. It contains a rich array
of background characteristics, including educational
attainment and the Armed Forces Qualifying Test (AFQT)
score for respondents, which is a measure of math and
verbal aptitude.®

U.S. BUREAU OF LABOR STATISTICS | AUGUST 2013

EMPLOYMENT AND UNEMPLOYMENT

The analysis is restricted to men, as women'’s labor force
participation is generally more complicated because of
their role in child bearing and child care. The analysis
focuses on civilian labor market experiences, so it
excludes any men who have active military service
from the year they turn 25 through the 2009 calendar
year. For the purposes of this analysis, labor market
entry occurs in the year in which a respondent begins a
streak of at least 2 consecutive calendar years working
at least 40 weeks per year. The earliest this streak can
begin is the January of the calendar year in which the
respondent turns 25. These restrictions ensure that

the men in our analysis are fully integrated into the
labor market, thus avoiding the labor market mobility
(churning) that is common in the early years of work
experience. A spell of long-term unemployment is
defined as one in which a person is unemployed for 27
weeks or more.’

The incidence of long-term
unemployment

Chart 1 shows the percentage of men who have
experienced a long-term unemployment spell at some
point between the time of their labor market entry
and 2009. Slightly more than 22 percent of men have
had a long-term unemployment spell. The incidence
of long-term unemployment is much higher for Black,
non-Hispanic men than for non-Black, non-Hispanic
men or for Hispanic men. About 41 percent of Black
men have had a long-term unemployment spell,
compared with 19 percent of non-Black, non-Hispanic
men and 26 percent of Hispanic men.'” Those with less
than a high school diploma are much more likely to
have had a long-term unemployment spell than men
who have attained higher education." For example,
almost 41 percent of men with less than a high

school diploma have had a long-term unemployment
spell, compared with 25 percent of men with a high
school diploma. Less than 11 percent of men with a
bachelor’s degree or more experienced a long-term
unemployment spell from the time they entered the
labor market through 2009.
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Chart 1
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Percentage of men who ever had a long-term unemployment spell, from labor market entry to 2009, by

selected characteristics

All

By race/ethnicity
Non-black, Non-Hispanic
Black, non-Hispanic
Hispanic

By education

Lessthan high school
High school

Some college

Bachelor'sdegree or more

0 2 4 6 8

Percent

Source: U.S. Bureau of Labor Statistics, National Longitudinal Survey of Youth 1979.

Table 1 focuses on the descriptive characteristics of

the sample, showing the percentage of men in the
survey who reported those characteristics, and whether
men with those characteristics ever had a long-term
unemployment spell. Compared to men who have never
had a long-term unemployment spell, men who have
had a long-term unemployment spell are more likely

to be Black, have lower levels of education at the time
they enter the labor market, and have lower average
AFQT scores. Men who have had a long-term spell of
unemployment average 18.5 years of employment

from the year of labor market entry through 2009. In
comparison, those without a long-term spell average
more than 22 years of employment. Men with a long-
term spell average about 2.3 years of unemployment
(looking for work or on layoff) and 2.5 years out of the
labor force (not working and not looking for work) from
the year of entry through 2009. In contrast, men with no
long-term unemployment spell only average 0.2 years
(2.4 months) unemployed and 0.8 years (9.6 months) out
of the labor force from their labor market entry through
2009.
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Table 1

Characteristics of men by incidence of a long-

term unemployment spell

Characteristic
Non-black, non-
Hispanic
Black, non-Hispanic
Hispanic
Less than high school
High school
Some college

Bachelor’s degree or
more

Math-verbal
standard score

Labor-market
experience from
entry through 2009

Years employed
Years unemployed

Years out of the
labor force

All

81.9

12
6.1
13.1
441
19.5

233

0.05

21.8
0.7

1.2

No long-
term spell

85.2

9.1
5.7
10
42.5
20.7

26.8

0.19

22.7
0.2

0.8

10 12 14 16 18 20 22 24 26 28 30 32 34 36 38 40 42

Had long-
term spell

70.6

222

7.2
23.8
49.7
155

11.1

-0.44

18.5
23

25

Source: U.S. Bureau of Labor Statistics, National Longitudinal

Survey of Youth 1979.
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Chart 2 shows the number of long-term unemployment
spells experienced by the men in this NLSY79 sample from
the time they enter the labor market through 2009. More
than three quarters of the sample had no spells of long-
term unemployment. Almost 15 percent had only one spell
of long-term unemployment, 4.3 percent had two spells,
1.8 percent had three spells, and 1.3 percent of the sample
had four or more spells.

Spells of long-term unemployment and economic
downturns are closely related. Chart 3 shows the percentage
of men in each year who experienced the onset of their
first and any long-term unemployment spells.’”? The trend
lines spike up around years of economic downturns.

For example, during the 8-month recession in the early
1990s, there is a steep increase in first experiences of long-
term unemployment. Early into their careers, 8.9 percent

of the men in the survey began their first long-term
unemployment spell in 1991 and in 1992, 7.9 percent of
the men began their first spell. In 2001, the time of another
economic downturn, 6.2 percent of men began their first
long-term unemployment spell. Finally, in 2008, the time of
the most recent recession, 7.1 percent of men began their

Chart 2

EMPLOYMENT AND UNEMPLOYMENT

first long-term unemployment spell and 13.4 percent of
men began any long-term spell of unemployment.

In and out of long-term unemployment
After 2 years of experience in the labor market,

how long is it before men start experiencing long-

term unemployment? Chart 4 shows the cumulative
percentage of men who have begun their first long-term
unemployment spell in each month.” Although the data
are monthly, for ease of interpretation the horizontal axis
labels yearly intervals. In this article, labor market entry
begins with 2 consecutive calendar years of working at
least 40 weeks (starting the calendar year the respondent
turns 25, at the earliest). Thus in the first 2 years, there's
almost no one beginning a long-term unemployment spell
(and hence the trend line is flat at 0 percent).™

Five full years after labor market entry, almost 6 percent of
the sample of men had begun a long-term unemployment
spell. At the end of 10 years, the number is 11 percent. At
the end of 20 years after labor market entry, 19 percent of
men in the sample have begun at least one long-term spell
of unemployment.

Percentage of men, by number of long-term unemployment spells from labor market entry to 2009

Number of spells

4 or more

0
0
2

o
(2}

35

40 45 50 55 60 65 70 75 80

Percentage of men

Source: U.S. Bureau of Labor Statistics, National Longitudinal Survey of Youth 1979.
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Chart3

Percentage of men who experienced their first and all long-term unemployment spells, 1984-2009

Percent
16

s First spell
14

— Any spell
12
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1984 1989 1994 1999 2004 2009

Note: Shaded area represents recession as determined by the National Bureau of Economic Research (NBER).
Source: U.S. Bureau of Labor Statistics, National Longitudinal Survey of Youth 1979.

Chart 4

Percentage of men who have begun a first long-term unemployment spell, by month

Percent
25
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Year since labor market entry

Source: U.S. Bureau of Labor Statistics, National Longitudinal Survey of Youth 1979.
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Table 2 describes typical characteristics of first long-term
employments spells, restricting the sample to those

who have experienced one. The table shows that, on
average, the first long-term spell of unemployment lasted
almost 55 weeks, well above the 27-week definition of
long-term unemployment. (Note that the first long-term
unemployment spell may end for two reasons: finding
and starting a job or leaving the labor force.)’ Almost

89 percent of male respondents with a first long-term
unemployment spell held a job by the end of 2009. There
was an average of 38 weeks between the 27th week of
the first long-term unemployment spell and the start date
of the next job. On average, men experiencing their first
long-term unemployment spell were in their 30s; about 41
percent of men were between the ages of 31 and 39 when
they began their first spell.

Chart 5 displays the cumulative percentage of men who
enter a job in each month following the 27th week of
their first long-term spell of unemployment. In the first 12

Table 2

Description of first long-term unemployment

spell

Description All

About first long-term spell
Length of spell (weeks)' 54.9
Spell ongoing in December 2009 83

Post-spell employment

Ever employed 1 or more weeks 88.7

Time between 27th week

of long-term unemployment spell 38
and employment start (weeks)

Age at onset of first long-term spell

30 years old and younger 23.8
31-39 41.1
40 years old and older 35

1. Spell could end due to leaving the labor force or finding and
starting a job.

The number includes those whose spell was ongoing in December
20009.

Source: U.S. Bureau of Labor Statistics, National Longitudinal
Survey of Youth 1979.
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months or so, the curve rises sharply, as many men return
to work. After this, the curve becomes less steep, and it
flattens out at about 30 months, as fewer of the very long-
term unemployed enter into an employment relationship.
For example, at 6 months, 49 percent of men have returned
to work, and by 12 months, almost 72 percent of the men
have started working. By 24 months, almost 87 percent of
men who were in a long-term unemployment spell have
returned to work.

Effect of long-term unemployment
on wages

Before a long-term unemployment spell, individuals may
experience deterioration in wages, whether because of
declining demand conditions at the firm or because they
are moving in and out of employment relationships after
losing a previous job. In the first years after the long-term
spell, wages might be lower as the skills and knowledge
that were valued by their former company may no longer
be useful in their new job, and their general human capital
(skills and knowledge valued by all companies) may have
depreciated. If the men who were reemployed can build
up their skills and knowledge in their new job, their wages
may increase again over time. However, if individuals face
additional periods of joblessness, wages may not recover
over time.

Chart 6 shows the average relative hourly wage trajectory
of the long-term unemployed from 4 calendar years
before the start of the first long-term spell to 4 calendar
years after the start of the first long-term spell.’* The
wage index used in chart 6 was created by dividing each
respondent’s average hourly wage in a calendar year by
the average hourly wage in the year the unemployment
spell first began, and then multiplying by 100. Thus, the
hourly wage in the year of the spell’s onset has a value
of 100, and the hourly wage values before and after the
spell show the average percent increase or decrease in
hourly wages relative to the hourly wage in the year the
spell began. For example, a value of 110 means that the
hourly wage is 10 percent higher than wages in the year
the spell began.
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Chart5

Percentage of men who had long-term unemployment then entered into employment, by month

Percent
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Month since 27th week of first long-term unemployment spell

Note: Data are through 2009.
Source: U.S. Bureau of Labor Statistics, National Longitudinal Survey of Youth 1979.

Charté

Hourly wage of long-term unemployed men before and after onset of first long-term unemployment spell

Wage index =
100 at year of onset
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Source: U.S. Bureau of Labor Statistics, National Longitudinal Survey of Youth 1979.
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Chart 6 shows a sharp decrease in the average hourly
wage in the calendar year before the first long-term
unemployment spell, compared with 2 to 4 years

before the spell.”” In the year that the first long-term
unemployment spell started, the average hourly wage is
about 13 percent lower than the average hourly wage 2
years before the first long-term spell. In the first calendar
year after onset of the first long-term unemployment
spell, average hourly wages continued to fall by about 4
percent. Average hourly wages then trend back up in the
following years. However, average hourly wages are about
7 percent lower 4 years after the onset of the long-term
unemployment spell than they were 4 years before the
long-term spell. In contrast, men who do not experience

a long-term unemployment spell have very significant
wage growth over time. For example, over the 8-year
period from 1990 to 1998, men who never had a long-term
unemployment spell experienced a 41-percent increase in
their real hourly wages, on average.

Summary

More than 22 percent of NLSY79 men experienced at
least one long-term spell of unemployment from their
labor market entry through 2009. Black men and men
with lower levels of education were much more likely to
have a long-term spell of unemployment. On average,
the first long-term unemployment spell lasted 55 weeks.
The majority of men eventually find another job. Average
hourly wages decline more than 17 percent from 2 years
before the beginning of the first long-term unemployment
spell to the year after it began. Hourly wages begin to
trend upwards in the years following the first long-term
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unemployment spell. However, 4 years after onset of the
first long-term unemployment spell, average hourly wages
are still 7 percent below what they were 4 years before the
spell began. W

This BEYOND THE NUMBERS article was prepared by
Donna Rothstein. Email: NLS_INFO@bls.gov. Telephone:
(202) 691-7410.

Upon request, information in this article will be made
available to individuals with sensory-impairments. Voice
phone: (202) 691-5200. Federal Relay Service: 1 (800)
877-8339. This article is in the public domain and may be
reproduced without permission.
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The NLSY79 includes oversample of Black and Hispanic individuals. All statistics in this article are weighted with 2010 survey
weights to make the sample representative of the population from which the NLSY79 is drawn. The NLSY79 sample was drawn
in 1978, and thus the weighted sample is representative of individuals in this cohort living in the United States in 1978.

Because respondents were different ages when they took the test in 1980, the author standardizes the AFQT score by year of
birth; the standardized score has a mean of 0 and a standard deviation of 1 in the full, weighted NLSY79 sample.

The NLSY79 records the dates of gaps in employment. However, if a respondent reports he was looking for work during only
part of the employment gap, it does not then ask for the dates of the unemployed portion (versus the portion spent out of
the labor force). The weekly work-history arrays in the public-use NLSY79 data allocate the unemployed period to the middle
part of the gap in employment and the out-of-the-labor-force period to the end points. Thus, the number of long-term
unemployment spells may be undercounted.

Note that these figures are representative of individuals living in the United States at the time the NLSY79 sample was drawn
in 1978. This consideration may be especially important for the Hispanic sample, as the number of Hispanics has grown
immensely since 1978.

In chart 1 and table 1, educational attainment is recorded at the time of labor market entry.
If a respondent began two spells in a particular year (rare in the data), they are only counted once for that year.

Percentages in charts 4 and 5 are Kaplan-Meier survival estimates, showing time until entry into a first long-term
unemployment spell (chart 4) and time until exit from the spell into a job (chart 5).

In this article, entry into the first long-term unemployment spell occurs at the spell’s start date.
Those with ongoing long-term unemployment spells in December of 2009 were also used in the calculation.

The weekly work-history arrays in the NLSY79 were used to fill in hourly wages and hours worked per week of every job held in
a particular year. The wages were deflated to 1982-1984 dollars. Hourly wage values were excluded if they were less than $2/
hour or more than $200/hour. Hourly wages were then averaged over all of the weeks worked in the calendar year with valid
wage observations. Yearly average hourly wage observations were excluded if more than 50 percent of the hourly wage values
are missing for the weeks worked.

Note that sample sizes vary over the years, and the chart only includes men who have a valid average hourly wage for the
calendar year of the first long-term spell’s onset.
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