Unemploymentinsurance

StephenA.Wandner
and
ThomasStengle

StephenA.Wandneris
te Drecor of the
Dwvison  of Research
andDemonstration,
Employment and
Tranng  Administration,
U.S.Departmentof
Labor. ThomasStengle
s anaduay in the
Unemployment
Insurance  Service,
Employment and
Tieiing isiaion,
U.S.Departmentof
Labor.

Unemploymentinsurance:
measuringwhoreceivesit

A range of measures of receipt of unemployment
benefits is presented; depending on one’s objectives
in examining the unemployment insurance program,
a different measure should be utilized

month, approximately one-third of thethe unemployment insurance system, they are
unemployed workers who are countedenerally workers with strong recent attachment

as part of the total unemployed by the Curreid the labor force who are involuntarily separated
Population Surveyaps file for regular unemploy- from their jobs and are able, as well as available
ment benefits. These individuals are termed the ifer and actively seeking work. In contrast to the
sured unemployed. The proportion of the total urers definition, they may have some wages and
employed filing for or collecting unemploymentstill be counted as unemployed, but because the
insurance is generally known as the recipiency ratduration of the period in which they receive un-
There are alternative forms of recipiency rates, iemployment insurance is limited, most will have
volving different measures of the total unemployeoeen unemployed less than 6 months. The num-
and the insured unemployed and with differerier of insured unemployed is counted weekly,
meanings and divergent policy connotations. THfeom administrative records.
purpose of this article is to present the various ratesRecipiency rates are of interest for both
and discuss their implications and uses. analytical and policy purposes. Analytically, the

The cpspresents a global measure of unemelationship between the insured unemployed
ployment. Based on a sample survey of housand the total unemployed is important, especially
holds, it identifies all persons out of work whdf it is stable or predictable. Thersis widely
are seeking jobs during a particular week of thesed for making national estimates of em-
month. All jobseekers, regardless of whether thgyloyment and unemployment for all workers and
lost or left previous jobs, whether they were refor subgroups, and thers unemployment
entering the labor force or entering it for the firstneasures have a known relationship to many
time, whether their labor force attachment coulthacroeconomic variables. Because of its sample
be described as strong or tenuous, and whetlsire and design, however, thesis of limited
their period of unemployment was 1 week or sewse for estimating many State or lower level
eral years, are included in tbesdefinition. unemployment rates. Estimates for States and local

By contrast, insured unemployment is a mucéreas are thus frequently made using data on the
more restricted concept based on a totally diffeiasured unemployed—derived from universe
ent source of information. The insured uneneounts and available for areas as small as local
ployed are all persons who enter into the uneroffice service areas—as a base. One such use is for
ployment insurance system. They have met thige Local Area Unemployment Statistics program
tests of initial eligibility for benefits and are (de-of the Bureau of Labor Statistics. The reverse
pending on the measure used) either claiming m#lationship is of great interest to the unem-
actually receiving benefits for a week of unemployment insurance prograrfor budgetary and

Over the past few years, in any givemployment. Because of what it means to be within
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program-planning purposes, estimates of future volumeGustomarymeasuresofrecipiency

and costs associated with the unemployment insurance

program are necessarily derived from estimates of totdlihe recipiency rate is typically defined as the proportion of
unemployment, because this is the measure used in mactbe total unemployed receiving unemployment insurance ben-
economic forecasting models. efits. While the denominator—the level of total unemploy-

Recipiency rates are also key measures of the programent—used in the construction of this measure has always
The focus can be either microeconomic or macroecdeen the total unemployed as measured bytigeeither of
nomic, derived from the fact that the unemploymentwo numerators denoting the insured unemployed has been
insurance system has interrelated goals embracing botised. The more common measure is those receiving benefits
dimensions. Its narrower, insurance-based microeconomi@ the regular unemployment insurance program, which pays
goal is to provide income support to individual unem-up to 26 weeks of benefits in nearly all States. Less com-
ployed workers who meet specified criteria. Macro-monly, the measure is the insured unemployed for all pro-
economically, the program is intended to embrace enougdtams, which includes the regular program, programs for
of the unemployed and provide sufficient replacement foFederal employees and ex-military personnel, and extended
lost wages, such that its aggregate benefits help stabilibenefit programs.
economic activity. Most analytic work has used the regular-program recip-

The emphasis on these two dimensions varies with thency rate. This rate is easier to use because it relates to a
business cycle, as does the corresponding twist put on thermanent program that changes its rules only very slowly,
recipiency rate measure. During periods of economic exwith the occasional enactment of State or Federal legislation.
pansion, when the regular-program recipiency rate reachd&e all-program recipiency rate, on the other hand, is affected
its cyclical low point, measures of recipiency are examby cyclical and episodic changes in extended benefit
ined from the standpoint of the adequacy of the unenprograms. The Permanent Extended Benefit program
ployment insurance program. A frequently asked questiobecomes available in a small number of States during
is why more of the total unemployed do not collect benrecessions, based on certain triggers associated with the
efits from the basic 26-weeks’ program. Policymakers ar#sured unemployment rate; temporary emergency extended
likely to call for improvement in the provision of benefits benefit programs also are usually enacted by the Congress
by broadening eligibility conditions. after the onset of a recession.

During recessions, concern usually shifts away from the Chart 1 shows the recipiency rate for the regular program
issue of regular-program recipiency, because the mix of tH&—2) from 1948 through 1996 and for all programs (R-3)
unemployed changes with the influx of job losers and recigfom 1967 through 1996 The chart reveals that the regular-
iency rises, automatically assuaging concern about thHerogram recipiency rate has a gradual downward trend over
adequacy of the regular program. However, at these sartite entire period since 1948. It also exhibits a sharp decline
times, entittements from the regular program are exhaustéd the early 1980s. There has been widespread interest in
at a higher rate, and worries turn to how many unemployegiplaining both the downward trend over the post-World War
workers are leaving the program without further incomdl period and the discontinuity that occurred in the early
support. The policy issue that arises now is whether unergighties?
ployment insurance benefits are of adequate duration to The range of the national unemployment insurance recip-
prevent excessively high rates of exhaustion and whethé@ncy rates over the postwar period has been very wide. The
how, and for how long the Congress should provide extenddgégular-program recipiency rate has been as high as 58 per-
benefits. cent (1946) and as low as 29 percent (1984). The all-program

This article argues that recipiency rates have differerfecipiency rate has been as high as 75 percent (1975) and as
meanings, and because they are the ratio of two differeltw as 32 percent (1987 and 1988). More recently, the 1996
measures, forces underlying movements in both need to kegular-program recipiency rate was 36 percent; because very
understood to understand the rates properly. Recipiency rafey States paid any extended benefits during the year, the all-
also affect any discussion of the adequacy of the unemploprograms recipiency rate was the same.
ment insurance program and, as a result, need to be selectetive see from chart 1 that recipiency rates myaically,
carefully in any policy decision. The article also argues thatising during economic recessions and declining during ex-
the inability to use recipiency rates as a policy analysis toglansions. For the regular-program recipiency rate (R-2), the
during recessions is due, in part, to a failure to develop addipward movement is largely due to increases in the number
tional measures of recipiency. Addressing this issue, wef job losers because of layoffs during recessions. For the all-
present a series of alternative measures of recipiency aptbgram recipiency rate (R-3), adding the insured unem-
suggest how they might be used in the future. ployed from the permanent and temporary extended benefit
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Unemploymentinsurancebenefitrecipiencyrates, 1948-96
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NOTE: R-1 = number of weeks compensated for regular-program unemployment insurance benefits, as a proportion of all unemployed
workers, as counted by the Current Population Survey (CPS); R—2 = number of weeks claimed for regular-program unemployment insurance
benefits, as a proportion of all unemployed workers, as counted by the CPS; R—3 = number of weeks claimed for all-program (regular,
extended, and Federal) unemployment insurance benefits, as a proportion of all unemployed workers, as counted by the CPS; R—4 =
number of weeks claimed for all-program unemployment insurance benefits, as a proportion of job losers plus job leavers, as counted by the
CPS; R-5 = number of weeks claimed for all-program unemployment insurance benefits, as a proportion of job losers, as counted by the
CPS; and R-6 = number of weeks claimed for regular-program unemployment insurance benefits, as a proportion of job losers unemployed
less than 27 weeks, as counted by the CPS.
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programs to the insured unemployed for the regular progra
raises replacement results dramatically during recessions.

Regularunemploy  mentinsuranceprogram

rise stems largely from providing substantial increases in the E?w_ge ' '
duration of benefits to covered unemployed workers wh
would otherwise have exhausted their entitlement to benefitgzensusBureauregion Percent || CensusBureauregion Percent
Normally, the all-program recipiency rate exhibits cyclical
movements similar to those of the regular-program recip- Nartheest Midwest
iency rate. The other programs simply amplify the cyclical Ne&iﬁgﬁ?& R jg Ealﬁ}n'i?s”h Central ... gg
increase in the regular-program recipiency rates during maire................ 41 Indiana ............ 22
recessions. However, a highly unusual relationship was '\N":Visligm*pfﬁfe ‘2“71 '(\)"Lcigiga” g’g
exhibited during the 1992-94 period, when the regulan- Rrnode Island........ 55 Wisconsin .......... a3
program recipiency rate went down, while the all-progral Vermont ............... 49 West North Central a1
rate went up substantially. This occurred because of a leg|Swiddie Atlantic.......... 43 IOWR <covrreorrrrrrs | 32
lative provision that temporarily allowed certain unemploy Hgajg:iey ﬁ m?r?:ssota gg
ment insurance claimants to file directly for benefits under pennsyivania ...... 46 MiSSOUr ........ 34
the temporary Federal Emergency Unemployment Compen- South mﬁﬁﬁk:k&t gg
sation progranprior to collecting their regular-program South Dakota 19
entitlement. A substantial portion of the benefits tha Soggl‘a/xf:gﬁc gg West
otherwise would have been paid out of the regular program pistrictof
were instead paid by the emergency program. This legislatiye F(lf)?i'g;“bia - ‘2“2) M?ﬂ?;g:% ------ gg
quirk had the effect of suppressing the regular-program georgia.. 24 Colorado 25
recipiency rate during 1992-94During calendar year 1995, | Mawand -........ e dano..... ps
with the termination of the emergency program, both south Carolina..... 28 Nevada ... | 37
recipiency rates returned to their more normal behavior. wgﬂzréiﬁi};{ --------- ;g BZ‘I’; Mexico .. 5421
Table 1 shows that there are wide differences in the regu- WYOMING worrreeees 28
lar-program recipiency rates across States. Using aver gEaAsltaigm Central gg pacific 45
rates over the 10-year period from 1987 to 1996, we calcU- kentucky ... 27 Alaska ..o 53
lated the percent of the unemployed claiming unemployment %ﬁi‘:gﬁ; - gg ﬁ:\','vfg;”'a jg
insurance; the rates varied from 55 percent in Rhode Island —~ 777 Oregon ........ .| 45
to 19 percent in South Dakota and Virginia. The rates alggWest South Central . 2 Washington .......... 45
varied systematically by region of the country. Despite some Louisiana ............. 23
annual variation among States, the table exhibits clear long- %ﬂggoma gi

term patterns in recipiency: rates tend to be highest in New

England and the Middle Atlantic and Pacific regions and low-
est in the South and in much of the Mountain region. The

wide variation in recipiency rates by State and region is evbepression to deal with unemployment during temporary
dence that State policy choices regarding regular-progragpwnturns in the econonijhe original program was directed
legislation and administration have a greater impact oprincipally at adult males who headéduseholds in which
recipiency levels than do either current Federal policy or ecdhey were the sole wage earrite most common form of
nomic and demographic factors. Accordingly, improvinglabor market participation at the timie.was assumed that
recipiency is, to a considerable extent, an issue of the tighthemployment benefits would be the primary source of in-
ness or looseness of State unemployment insurance poliepme for these households during periods of unemployment.
Thus, shifts in the incidence of unemployment among Staté¥ith the changing nature of the U.S. labor fomesr the
with different recipiency rates have affected the observeihtervening decades, this assumption is no longer vdid.
example, labor force participation by women and youths has
increased greatly, as has thember ohouseholds with mul-
tiple wage earnerés a resultthere are now far more work-
ers with insufficient labor force attachment to qualify for ben-
efits when they become unemploy&; the same token,
related to changes in the labor force that have occurred singeemployed workers frequently are no longer the sole sup-
port of their families, decreasing the necessity of filing for

range of aggregate recipiency rates over time.
Laborforcetrendsandrecipiencyrates
The long-term downtrend iecipiency observed ichart 1 is

the enactment of the Social Security Act in 193% unem-

ployment insurance program was developed during the Greaind receiving unemployment benefits.
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In addition, during the 1930s, the United States economlyenefits, based on earnings requirements and appropriate rea-
was heavily dependent on manufacturing, and that sector wasns for separatiorMonetary eligibility conditions vary
the most important user of th@eemployment insurance pro- amongStatesUnemployed workers who are eligible for ben-
gram.By contrastjn the 1990s, manufacturing has become afits tend to be restricted tbose who are subject to layoff;
much smaller portion of the economy, while the service seéndividuals who voluntarily leave their job and labor force
tor has grownUnemployment insurance payments correteentrants generally do not receive benefitsce workers
spondingly have shifted toward the service sector, and thizgin receivindpenefits, they must be able to, and available
shift has contributed to the declimerecipiency ratess serv-  for, work,and they usually need to demonstrate that they are
ice sector workers are far less likely to applyfenefits than  actively seeking work.
are manufacturing workeps. Regularunemployment insurance benefits are available
for up to 26 week&30 weeks in Massachusetts and Washing-
Whom does the system serveérhe customary measures of ton State)While the level of benefits payable each week
unemployment insurance recipiency rates relatetineber does not determinanemployed workerseligibility for
of unemployment insurance claimants (the numerator of theenefits, it can affect their incentive to apply for benefits;
fraction) tothe total unemployed within the civilian labor some unemployed workers delay filiregid others never file
force (the denominatoryVhile such measures are useful forat all®
some purposes, they may be inadequate for otRersex-
ample,there is a need to supplement these traditioggls- Relationship of the population served to reasons for
ures with measures that deal more closely with the targehemployment. Thecpscategorizes unemployed workers ac-
populations thaEederal an&tate policymakers had in mind cording to their reason for unemployment. The categories, based
when they enacteghemployment insurance legislation andon the reasongrefourfold: job losers, job leavers, reentrants
made administrative determinations about how to carry oub the labor force, and new entrants to the labor fdotelosers
the program. Thus, it is worthwhile to examirederal and are unemployed workers whose employment ended involun-
State legislative provisions and their implicationsifioem-  tarily, or who are on temporary layoff but have been given a
ployment insurance recipiency. date, or expect, teeturn to work withiré monthsJob leavers
Theunemployment insurance system has an important, bate persons who quit or otherwise terminated their employment
prescribed and limited, mission: to provigenporaryincome  voluntarily.Reentrants are those who had been working at some
support toexperiencedunemployed workers who are unem-time in the past, but whare not currently active members of
ployed throughno fault of their ownUnder this definition, un- the labor force and who have decided to seek employment again.
employed workers should receibenefits only if they were Many reentrants havecentwork experience; about half have
previously strongly attached to the labor force and were invobeen found to have worked in the past 12 mohtdew en-
untarily separated from their employ&hey would receive trants have never worked before and are entering the labor force
benefits for a limited time, ordinarily up to 26 weekse way  for the first time.
this definition is implemented by the States determines who Theforegoing analysis suggests that the target population
actually receivebenefits;receipt ofbenefits depends on indi- for currently operatingtateunemployment insurance pro-
vidual State provisions relating woverageegligibility, dura-  grams relates most closely to job losers unemployed less than
tion of the benefitsand benefit levels. 27 weeksAn exception is during recessiomg)en extended
Under the original Social Security Act of 1935, the coverbenefit programs are widely availableb leavers are gener-
age of the unemployment insurance program was linited. ally found to be ineligible fdoenefits for the duration of their
then gradually expanded abhdcame nearly universal for all unemployment in almost aBitates, because of their reason
wage and salary workevgith the enactment of théederal for separationReentrants and new entrants are usually not
Unemployment Compensation Amendments of 1976eligible to receive benefitsome reentrants, however, may
Coverage beyonHederal requirements varies, but thare be eligible, depending on thength of time they are out of
wage and salary workers who are not covef@dexample, the labor force and the circumstances surrounding their de-
some farm and household workers and some employeesprture from theiprevious employet.
religious organizationS.he biggest exclusion in the civilian ~ Another way to look atinemployment insurance recip-
labor force ighe self-employed: because of the moral hazargéncy is to relate aggregat@employment insurance tes
involved—it is virtually impossible to verify when a self- data. Starting with total unemployment for a month, this fig-
employed worker becomes involuntarily unemployed—thereire can be stepped down to approximate a reasonable target
is no coverage, excejotlimited and rarely usesituations in  population for the receipt dfenefits.The following tabula-
California. tion shows the breakdown of total unemployment in 1996
Eligibility provisions determine who is initially eligible for into the foursLs categoriesnentioned above:
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Thousands Shortly after World War Il, the great majority 8fates were

Total UNemPployed ........cccevrieirrereeee e 7,236 stillimposingonly temporary disqualifications on the receipt
NEW ENrANS ...vvviiiiiic e 580 of unemployment insurance fopluntarily quitting; unem-
REENITANTS .oeeieie et e e e 2,512 ployed Workers Cou|d, in generaL f||e for beneﬁts and even-
JOD [EAVENS ..o 774 tually get themThis approach gradually gave way to much
o] o I [0 1SY=] £ TR 3,370 Stl’iCterSta'[e |ega| requil’ememwer the yearSpenaltieS for

Unemployed less than 27 weeks ...........ccocovevnneeene 2,817 voluntarily quitting havebecome tighterso that by 1990,
Insured unemployed (regular State program) ........... 2595 nearly everyState had imposed a disqualification for the en-

As a percent of job losers tire duration of unemployment for voluntarily leaving work
unemployed less than 27 weeks ............c..ccccc....... 92 Wwithout good caus€. The acceptable reasotiet are con-
sidered good cause for voluntarily leaving also hasen
Because 1996 was a year of low unemployment, the unemarrowed.
ployment insurance program could be expected to cover job States continue to retain provisions allowiegvers who
losers for the duration of the regular program, but not beyorbluntarily quit for “good cause,for either job-relatedr
that point. Fifty-three percent of the 7.2 million unemployedoersonal reasons, to receiveemployment insurance ben-
workers were from categories of unemployment other thaefits. However, these provisions are limited in scope and af-
job losers. Another 8 percent were job losers unemployed féect only a small percentage of job leaveResearch has
27 or more weeks. Thus, more than 60 percent of total unershown that less than one-tenth of job leavers filbéoefits,
ployment in 1996 was from segments of the labor force noand slightly more thaid in 20 actually collect benefits.
mally not covered by the regular unemployment insurancéhus, despitd~ederalGovernment encouragement udy-
program, and it is reasonable to assume that the target popoent of benefits to a large portion of voluntary leavBtate
lation which should be expected to be served under currepolicy has evolved such that a very small portion of these
unemployment insurance law is less than half of the totalnemployed workers ever receivenefits.
unemployed.
The great majority of job losers unemployed less than 2Ajemativereasuresofrecipiency
weeks receive unemployment insurance—92 percent in 1996,
according to the preceding tabulation. Of the remaining 8 perm this section, we discuss six measures of recipidfcst,
cent who did not receive benefits, the major reasons they diging a more traditional approach, we analyze three rates that
not are likely to be that they did not file a claim, that they exvary the measure of the insured unemplolgdselecting
hausted their benefits prior to being unemployed 26 weeks, three different measures afcipiency and comparing them
that they were found ineligible to receive benefits. As we willvith the sum of the total unemployethen, in another ap-
see later, the level of recipiency is at it highest since 1980, giroach, we introducthree alternative measures of total un-
though it is considerably lower than it was duringitB&0s. employment for the denominators of three alternative recip-
iency rates.
Job leavers and the unemployment insurance prograsm-
der the Social Security Act of 1938Bnemployment insur- Measures that vary the number of insured unemploy&tie
ance benefits were intended to be payable only to involumisual measures of unemployment insurance recipiency rates
tarily unemployed workers who were able to work and weretilize some measure of the extent that unemployed workers
available for workWorkers were expected not to have quitclaim or receive benefits, compared with the number of un-
their previous job, but room was left for “good cause” foremployed workers, as measured bydhe These measures
leaving a jobOriginally, State law provisions regarding good use three factors to measure recipiency: the number of weeks
cause were written broadly and were interpreted to mean batfunemployment for which the recipient is compensated, the
personal good cause and good cause related to the emplogamber of claims for regular unemployment insurance ben-
in connection with workNearly allStatedollowed Federal  efits, and the number of claims for all benefits, including both
guidance about what involuntary unemployment meant, withegular and extended benefits. (See chart 1.)
guidelines provided first by the Social Security Board and
later by theDepartment of Labdf. (1) Number of weeks compensated (recipiency rate R¥hjs
By 1940, however, a small groupStiates developadore is the narrowest measure of recipiency. It takes into consid-
restrictive provisionsFive States imposed disqualifications eration only unemployed workers who actually collect benefits.
for the entire duration of unemployment for voluntarily quit- The rationale for this rarely used measure is that the unemploy-
ting, and seveBtatesiarrowed the exceptions to voluntarily ment insurance program should be judged by whom it pays; it
quitting to good causeelated only to employment. should exclude from recipiency the approximatelyp&€cent

20 Monthly Labor Review July 1997



to 15 percent of all claimants who do not receive payment&tate public policy on the receipt ohemployment insur-
In the past, this measure has been implemented only in thece, much of the changeratipiency is related to economic
regular program; it could also be implemented in the extendethd demographitransformationsThis fact suggests that it
benefit program. would be useful to look ainemployment insurance recip-
iency in relation to alternative measures of total unemploy-
(2) Number of claims in the regular program (recipiency ratement that attempt to remove some of these fadtbrse such
R—2). This measure, the most commonly usédhe meas- measures suggest themsel(&zechart 1.)
ures that vary the number of insured unemployed, utilizes the
number ofweeks claimed in the regular program as the nufl) Loser-plus-leaver recipiency rate (recipiency rate R—4)
meratorlt hasthe major analytic advantage of making use ofThis rate measures the number of unemployment insurance
the only ongoing permanamemployment insurance program. claimants in all programs as a percent of job losers plus job
Because it is continuously available, it has been a better me#savers. It is of interest because it relates to an early period
ure of trends imecipiency than recipiency rate R—3. (See next.yvhen the unemployment insurance program tended to serve
Its use, however, has depended on the assumptionnwat-  both job losers and a large proportion of job leavers. It also
ployment insurance recipients would always receive regularelates to the Federal Government’s policy guidance that was
program benefits before they received any extended benefitgiven to the State employment security agencies early in the
history of the program. The measure gives us a sense of the
(3) Number of claims for all benefits (recipiency rate R—3)declining recipiency rates for job leavers over the length of
This measuralso has been widely usdtlgives a better pic- the unemployment insurance program.
ture of the overall impact dfenefits on unemployed work-  The recipiency rate using job losers plus job leavers has
ers, particularly during recessiomgcause it covers the full not been used in the past. It could be useful in examining
duration ofreceipt of unemployment insuranteAlso, be-  recipiency during the earlier history of the unemployment
cause it combines the effect of the regular and extended piliasurance program, when job leavers had a greater likelihood
grams, this rate isot bound by the assumption that regularof receiving benefits. It might be of greater interest today if
benefits are received prior to extended benéfhsrefore, it  policy were to change so as to encourage or require States to
gives a clearer picture of recipiency in the 1990s, given theerve job leavers after some waiting period.
experience of themergency program.

All three of the preceding measures use total unemploy2) Job losers recipiency rate (recipiency rate R—5)This
ment for the civilian labor force as their denominaidre  rate measurasnemployment insurance claimants in all pro-
use of such a denominator makes sense for number of regams, as a percent of job losérsonsiders all job losers for
sons, bottanalytical and for policy purposéchethree meas- the entire duration of their unemploymamid includes peri-
ures aranot just affected by changes in the generosity of theds of unemployment that exceed 26 weeks. Such a measure
unemployment insurance prograthey also are related to, can be useful imletermining how effective thenemploy-
andaffected by, changes in demographics and in labor forament insurance program has been during recessidme
participation of the civilian labor force. Yet thimemploy- one or more extended benefit programs may have been in
ment insurance program was given a very specific task baeifect.
in 1935, and that task has not changed markedly in the inter-The job-loser recipiency rateas been used analytically
vening yearsMeanwhile, the U.S. economy has changedecause of the close associati@tween unemployment in-
greatly with respect to factors that have had a direct impastirance and job loser$he rate was at least 97 percent
on the proportion of unemployed workers who are likely tahroughout the 1970s, reaching a high point of 136 percentin
collectunemployment insurance benefits. 1975.However, therate dropped off sharply beginning in

Nevertheless, these measures of recipiency relate well 1®81and reached a low of 66 percent in 19841985, R-5
the macroeconomijgurpose of theinemployment insurance began to increasgradually, and today it i89 percentThe
program: to act as an automatic stabiliakthe U.S. econ- use of R-5 is appropriate during recessiovigen extended
omy. The extent to which such stabilization is provided debenefits are available faturations exceeding the regular
pends on what proportion of the wage income of all unenprogram’s 26 weekR-5 still has the shortcoming that all
ployed workers is replacedhus, the stabilizing effect of extended benefjprograms are truncated at some maximum
unemployment insurance is directly related to the proportioduration, while total unemployment measures have no such
of the total unemployethat receives benefits. limit. Table2 indicates thatneasure R-5 exhibitsragional

geographic pattern similar to that B2, particularly with
Measures that vary total unemploymenthile there has respect to the regiongith the highest and the lowest recip-
been a great deal of concern about the effeEederal and iency rates.
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Recipiency rate for job losers unemployed less than 27 weesthat population during most years.

(recipiency rate R—6). This rate measures regular program It remains an opequestion what R-6houldhave been in

claimants as a percent of job losers unemployed less than & past and what it should be in the futiitave the recent

weeks.It should relate to overafirogram performance dur- levels been sufficiently high®houldthey have been as high

ing periods other than recessioBy. contrast, during reces- as 100, such that all job losers unemployed less than 27 weeks

sions,this measure woulgive a sense of the performance ofclaimedunemployment insurance benefifBRe close logi-

the regulaunemployment insurance program only. cal relationship between the numerator and the denominator
The recipiency rate for job losers unemployed less thaof this recipiency rate couldster discussion about whether

27 weekshas not been used in the pdatieed,the corre- any proposedegislative reform package relating to unem-

sponding data series has not been generally available, pibyment insurance is appropriate, both in and of itedf

can be derived by obtaining the number of job losers unensn the basis ofvhether it would closer widenthe gap be-

ployed 27 or more weelkad subtracting thatumber from  tween the current rate afitureratest*

the total number of job loser$he measure is appropriate  The narrower measures of total unemployment—especially

for analyzing the current regulanemployment insurance R-5 and R—6—are also better measures of howthreelinem-

program when one is evaluatiBgateprograms, given their ploymentinsurance program meets its microeconomic purpose:

current laws and procedurd®-6 is best used during eco- to provide income support to eligible unemployed workers for

nomic expansions, whamemployment insurance tends to temporary periods of unemploymeRarrowly tailored meas-

serve only job losers and orflyr up to 26 weeks. These of  ures can deal bettevith the fact that many workers are not

the measuralso becomes more appropriate for analyzingeligible forunemployment insurance, either because of insuffi-

program behavioafter the early 1980s, with the enactmentcient attachment to the labor fomebecause of their reason for

of restrictiveFederal legislation and the resulting decline inseparation from their job—for examptbgy quit voluntarily.

availability of the Permanent Extended Benefit programin addition, R—6 deals with the temporary naturer@mploy-

Unemployment insurance is now effectively a 26-weekment insurance—the fact thiits generallyavailable only for

program, except when the Congress takes legislative actiap to 26 weeksAs a result, analyzinB—6 over time should

to create a temporary emergency program. give a better sense of the adequacy of unemployment insurance
Prior to the 1980483—6 consistently exceeded 100 percentas a temporary income support program.

(Rates in excess of 100 percent are a result of factors such as

payingbenefits to some job leavers and reentrants, and payHe UNEMPLOYMENT INSURANCE RECIPIENCY RATE has been widely

ing someindividuals formore than 26 weeksAs with the  analyzed and discussed, primarily in terms of its twin goals of

other recipiency rates, this rate declined sharply in the earfyroviding temporary income maintenance to unemployed work-

1980s, before bottoming out in 1984 and trending upwardrs and stabilizing the economy during a recession. In this analy-

afterwardsln 1996,R—6reached its highest point since 1980.sis and discussion, the usual measure of recipiency has been the
R-6 also maye useful for policy purposedsingthe ap-  regular-program recipiency rate (R-2). It appears, however, that

proach it embodies, one can haveeasonable expectation this measure is not appropriate in many situations; instead, a

that, beginning in the 1980s, thenemployment insurance wide variety of rates can be used, and different measures are

programhas served the great majority of job losers who arappropriate for different uses.

unemployed less than 27 weeks during economic expansionsFor measuring the stability of the economy, a recipiency

Chart 1 shows thahis expectation has beesalized: since rate should consider the total contribution of unemployment

the early 1980s, therogram has served more than four-fifthsinsurance to the stabilization process. It should therefore ex-

amine the contribution dll unemployment insurance pro-

PPN Uremployment e ' grams to economic stabilization. The most appropriate meas-
CensusBureauregions, unweig I'hted! ure for this purpose would appear to be the recipiency rate for
average,1986-95 all unemployment insurance programs in relation to total

employment (R-3).
. Regular-program JobHoser . .
Region ey | e | redieny e For income maintenance purposes, the unemployment
pacif 45 105 insurance program should be assessed with regard to those
ACITIC .ovvviiii . P . T . . .

New England ...... a4 87 individuals to whom it is providing income maintenance relative

Middle Atlantic ............ 43 90 to the universe of potentially eligible unemployed workers. We

East North Central ...... 32 71 .. . .

West North Central ... a1 78 need to know what the extent of recipiency is, given the nature

MoUNtaIN .....vvvveiiveeeeee. 29 72 of the current program under current Federal and State law. For

South Atlantic ............. 29 71 . . .

East South Central ... 28 67 this purpose, there is good reason for making greater use of the

West South Central ................... 25 64 recipiency rate for job losers unemployed less than 27 weeks

22 Monthly Labor Review July 1997



(R-6) during economic expansions, while using the recipiencgonclude that there is not just one appropriate unemployment
rate for all job losers (R-5) during recessions. insurance recipiency rate, but a series of alternative rates that
Beyond these two aims, the policy analyst seeks a recipan be used for different ends. In much the same manner, then,
iency rate that depends on the goals or outcomes that heasrthe Bureau of Labor Statistics encourages the use of a range
she desires for the unemployment insurance program. Tleéunemployment rates, we suggest that the unemployment in-
appropriate measure to use would then depend on how musirance program could fruitfully make use of a range of recip-
or how little income maintenance or economic stabilizationency rates, which we have presented in this article. Chart 1

is sought. shows how the various measures compare with one another
In view of these disparate aims and purposes, it is logical foom 1948, 1967, or 1968 to 1996. O
Fooinotes

! The Advisory Council on Unemployment Compensation has rectrants and job leavers collamemployment insurancgaking thisinto con-
ommended using a measure of weekspensatedinder the regular  sideration, and using Vroman’s estimates that 9 percent of reentrants and 6
unemployment insurance program, rather than using vetaiksed as only  percent of leavers collebienefits, the recipiency rate of job losers unem-
about 85 percent of unemployed workers initially claiming benefitsployed for less than 27 weeksuld decline to 80 percen(See Vroman,
eventually receive them. The Council believes that the actual benefit paymebécline in Unemployment Insurance Claims Activjtie®5.) Our analysis
is the best measure of recipiency. (S#®employment Insurance in the also does ndake into account the fact that some of the insured unemployed
United States: Benefits, Financing, Covera@evisory Council on  are working part time.

Unemployment Compensation, 1995), p. 15.) We call this measwreéts- . .
compensated recipiency raaed denote it RL. % In 1940, the Social Security Boapdoposednarrowly constructed

legislative language for the States regarding voluntary leaving: “An

* Data are not available for constructing an all-program recipiency ratg, jivigual shall be di lified for benefit th k in which he h
prior to 1967. While the Permanent Extended Benefit program was ngj lvidual shall be disqualified for benefits.. [flor the week in which he has

d until 1970 U | c ion for Federal Emol ®&ft his work voluntarily without good cause and for not more than [number
enacted untl » Unemployment Compensation for Federal Employegg ¢ jeq in] consecutive weeks of unemployment which follow such week,
(1954), Unemployment Compensation for Ex-servicemembers (1958), al

he T U | determined according to the circumstances in each case.” The maximum
two temporary emergency programs—the Temporary Unemploymenf,,yner of weeks of disqualification was not specifileral employment-

Compensa'tion (1958) and Temporary Extended U_nemployme;nllelated examples of good cause were cited for inclusi@tate laws; no
Compensation (1961) programs—were all effective during this ear“ebersonal reasons were citeSeeProposed State Legislation for

period. Unemployment Compensation and Public Employment Offesial

3 See, for example, Gary Burtless and Daniel S@ks, Decline in In-  Security Board, November 1940Ry 1950, recommendations had become
sured Unemployment During the 19§@¢ashington, Brookings Institution, more specific: in the case of leaving “suitable work voluntarily without good
1984); Walter Corson and Walter Nicholsém Examination of Declining cause,” the worker “shall be disqualified for the week in which he left work
ul Claims During the 19804Jnemployment Insurance Occasional Paperand the four weeks of continuous unemployment immediately following such
88-3(U.S. Department of Labot,988); Rebecca M. Blank and David E. week,” because “[a]fter a period, the continued unemployment of a claimant
Card, “Recent Trends in Insured and Uninsured Unemployment: Is There avho is able to work and available for work is attributable to economic factors
Explanation?'Quarterly Journal of Economi¢chlovember 1991, pp. 1157— rather than to his voluntarily leaving workBoth personal and employer-
89; and Wayne VromariThe Decline in Unemployment Insurance Claims related reasons for good-cause exceptions were advocated and specified.
Activities in the 198QsUnemployment Insurance Occasional Paper 91-2SeeManual of State Employment Security Legislatiors. Department of
(U.S. Department of Labot991). Labor, September 1950), pp. 35;:57.) The 1950 recommendations were

4Thi P ; ; ; eiterated in 1962 with one changée period of disqualification was

This option is unigue in the history of temporary emergency programs, gthened frondt weeks td weeks because “national data on duration of

It was introduced as part of an extension of the Emergency Unemployme .
Compensation AcfThe resulting suppression of tregular unemployment insured unemployment reveal that 6 weeks is the average number of weeks
imed per spell of unemploymer{tJnemployment Insurance Legislative

insurance program recipiency rate has been called a “fundamental shift ang . . .

from the dynamic trends that had marked the . . . program since its incep2/iCy: Recommendations for State LegislaorS. Department of Labor,

tion” (Report and Recommendatiq@sivisory Council on Unemployment  1962), pp. 61-62, 65-66). There has been no subsequent guidance from the
Compensation, February 1994),37). In fact, this decline imegular pro- ~ Lapor Department.

gram recipiency was simply an administrative shift of weeks of insured un-

11 The evolution of State policy with respect to disqualification for vol-
employment from the regul@rogram tathe emergency program.

untarily leaving a job is discussed in Saul Blaustéimemployment Insur-

5> See Corson and Nicolsofin Examination of Decliningi Claims ance in the United States: The First Half Cent(idalamazoomi, W. E.

Upjohn Institute for Employment Research, 1993), pp. 166-67, 282—85. See

also William Haber and Merrill J. Murraynemployment Insurance in the

American EconomfHomewood|, Richard D. Irwin, Inc., 1966), pp. 292—

97. Edwin E. Witte, “Development of Unemployment Compensatigalg

Law Journa) December 1945, decries these more restrictive disqualifica-

tion provisions (p. 41).

" 12n all States, a worker must have good cause for voluntarily leaving a

(FiarI_Ro?\lenfeldb Jofgs7e7arch cggthigunemployed, May 19d6rithly Labor job in order to avoid disqualification. In many States, good cause is restricted
eview November » PP ) to that connected with work, or else it must be attributable to the employer.

8 Less than one-tenth of reentrants collect unemployment insu(@eee. The States do not report on the number or proportion of job leavers who
Vroman,Decline in Unemployment Insurance Claims Activjtie®5.) receive unemployment insurance for good cause, but the proportion is small.

8 Based orcesdata, one study found that only about one-third of all un-
employed workerapply forunemployment insurance beneflesen among
job losers, who are the prime potent&tipient population, only a little over
one-half apply(SeeVroman,Decline in Unemployment Insurance Claims
Activities pp. 22-25.)

7 Tabulation from the May 1976 Survey of Job Seeking Activit@se

9 Our analysis does not take into consideration the fact that some reen- * Since 1958, Congress has enacted six temporary emergency pro-
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UnemploymentInsurance

grams during recessions. All but two of them have been “thirdwi, W. E. Upjohn Institute for Employment Research, forthcom-
tier” programs designed to provide benefits in addition to the regung), chapter 15.
lar and Permanent Extended Benefit programs. Despite their
“third-tier” designation, these temporary emergency programs now 14 For example, the Advisory Council on Unemployment Compen-
rest on an essentially moribund Permanent Extended Benefit prgation has recommended a series of changes in the conditions for eligi-
gram. This can be seen by examining payments from that programity for unemployment insurance. Taken together, these proposals
as a percent of regular benefit payments in past recessions: for thguld expand eligibility by 10 to 20 percent. Thus, if they were imple-
years 1974-75, 1980-82, and 1990-91, the percentages were lfidnted, they would have a big impact on closing the gap—from a
percent, 7.4 percent, and 0.5 percent, respectively. (See Christyrent recipiency rate for job losers unemployed less than 27 weeks of
pher J. O’Leary and Stephen A. WandnEnemployment Insur- |ess than 90 percent to a rate in the vicinity of 100 percent. (See
ance in the United States: Analysis of Policy Optiglalamazoo, yUnemployment Insurance in the United States: Benefits, Financing,
Coverage(Advisory Council on Unemployment Compensation, 1995),
pp. 16-19.)
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