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TECHNICAL NOTE

The characteristics of uhemplOyment insurance (UI)
recipients presented in this study differ somewhat

- from those reported in - Unemployment Insurance
Developments in New Jersey and in New Jersey

Economic Indicators. The sample for this study is
a sample of all UI recipients whp>began receiving
UI benefits at some time during the one-year

period beginning December 1985. The regularly

published data are based on a sample of claimants
who have filed for: benefits during a given week of
each month. Claimants with higher durations will
have a higher representation in the regularly
published data than in this study, since they will
be more likely to be collecting benefits in any
given week. o o ' o
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EXECUTIVE SUMMARY .

- The duration of unemployment insurance (UI) benefits and claimant characteristics were

examined for a random sample of 5,053 UI recipients who received their first payments
between December 1985 and November 1986. Elements of the study include the presenta-
tion of data on a variety of demographic, economic and UI program characteristics of
claimants; a description of the dlstrlbutlon of claimants by benefit. duration; -and an
analysis relating the duration of beneflts ‘and benefit exhaustions to claimant charac-
teristics. :

Table 1 (see page 23) presents summary data on a variety of characteristics of the UI
recipients studied. Fifty-six percent were male, while 44 percent of claimants were
female. Almost two-thirds of recipients wereé white, while nearly equal percentages.of
the remainder were black and Hispanic (about 17 percent each). The mean age of
recipients was 37.5 years, with women being olqer by an average of 2.5 years. Claim-
ants had an average of 12 years of educatlon.

On averagde, recipients had worked aboutv40 weeks in their base years (a 52-week pericd
preceding the filing of their UI claims) and earned an average of $336 per ‘week.
Average earnings for the year/were $13,588. Women's annual and weekly wages were
substantially below those earned by men. ‘ ’ ' '
About one-third of claimants (35 percent) had worked in manufacturing industries
before becoming -unemployed. Eighteen percent had worked in service industries, 13
percent were in construction, and. 12 percent in retail 'trade. Compared with the

 distribution of employed workers, the proportions of UI recipients were higher in

manufacturing and construction, and lower in services, in retall trade and in flnance,
insurance and real estate. :

The UI.program’characterlstics in Table: 1 show that, on average, claimants qualified
for a maximum of about 24 weeks of UI benefits. The average weekly benefit amount
received by claimants. was $152 for all claimants, $170 for men and $128 for women,
reflectlng dlfferences in weekly base period- earnlngs between men and women. ’

Claimants, on average, received 15.0 weeks of UI benefits while 35.1 percent exhausted

their benefits (i.e., received the maximum benefits to which they were entitled).

When the distribution of claimants by the number of weeks of benefits collected was

examined, it was found that the highest percentage of claimants at any single duration

level was the 17 percent who collected exactly 26 weeks of benefits (the statutory

maximum) . Six percent collected just one week of benefits. Between the first and-
26th week, recipients were spread quite evenly (about 2 - 4 percent each) over dura-

tion levels. A small percentage of claimants (3.7 percent) co1lected>morerthan 26

weeks of benefits, because ‘they had received .partial - payments, due to part-time

earnings, which allowed. them to stretch out their benefit durations. ' '

The study also examined the distribution of UI payments by when claimants actually
received the payments during their benefit years. It was found that a high percentage
of claimants (48 percent) had at least one gap in their benefit receipt. Thirty-four
percent of claimants received at least one "UI payment during the second half of the
benefit year (i.e., after the 26th week from the date of filing). 'However, the total
number of payments. recelved in the second half of the -year accounted for only 13
percent of all UI payments._ :

|
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The analysis of the relationship between benefit duration and exhaustions and claimant
characteristics combined simple- cross~tabulations and statistical regression analysis
(which permitted testing the effect of each characterlstlc on duration while holding
other characteristics constant). The analysis revealed no significant differences in
either duratlon ‘'or benefit exhaustions between men and women. (The difference in
exhaustlons seen in Table 1 became smaller and insignificant when other factors were
controlled for in the ‘regression analysis.) -~ Racial/ethnic background had a strong

- effect on both duration and exhaustions. Blacks on average collected. 2.7 more weeks
of benefits than did whites and had an average exhaustion rate 17 percentage points

higher than whites. Duration and exhaustions for Hlspanlcs were in between those for
blacks and whites. . : . .

For men, there appeared to be no effect of age on:either duration or exhaustions.
However, for women it was found that both tended to be relatively high for claimants
in the 25-34 and 55-64 year age groups and low for those between 45 and 54 years or 65

and over. Although there was no significant- effect of education on U1 duration, .ex- -

haustlon rates declined w1th 1ncreases in educatlonal attalnment.

-,Increases in the potentlal weeks of UI benefits had the expected effect of 1ncrea51ng

kJ_actual duration of beneflts, but reducing the probablllty of exhaustlng ‘benefits. - The
- effects of the claimant's weekly wage and the weekly benefit rate (WBR) were dlfflcult'

to measure because of the statutory relationship between. them. _Generally, an 1ncrease
_in the average weekly wage, without a change in the WBR (e. g., after the maximum WBR
is reached), reduces the replacement rate (the extent to which UI benefits replace
lost wages). - This increases the 1ncent1ve to find a job, thereby tending to. reduce
both the duratlon of benefits and the probability of. exhausting benefits. Similarly,

an increase in the WBR, at a given weekly wage, raises the replacement rate, and thus
tends to increase duration and exhaustions.- Although, because of the benefit formula,
the ratio of the WBR to the weekly wage is almost constant for WBRs below the maximum
WBR, it was p0551ble in the regre551oq analysis to derive estimates of the separate’
"effects of these variables using the data on variations in weekly wages above: the‘

maximum WBR. Although these estimates. should be- viewed with caution, they showed
expected effects, with increases in the WBR associated with hlgher levels of duration
and exhaustlons, and 1ncreases in the weekly wage reduclng duration and exhaustlons.

Among 1ndustr1al groups, the hlghest levels-of durat;on and exhaustlons.occurred for
- claimants who had worked in finance, insurance and real estate; wholesale trade;
-transportatlon,,communlcatlons and utllltles,'and'ln personal and social services.
 The lowest duration and exhaustion rates occurred in apparel and construction, both
seasonal industries in ‘which layoffs' are typlcally of short duration. A surprising

result was the low or average duration and exhaustions in manufacturlng, given .concern
‘about declines in this sector. It appears that frequent temporary layoffs offset the.

o-effect on duratlon of permanent layoffs and plant 01051ngs.

It was found that even the many characterlstlcs examlned in the study explained only a R

small proportion of. individual variations in duration and- exhaustlons. “Thus, while
the results prov1de a good deal of information on what characteristics, on average,

are assoc1ated with ‘benefit duration, they do not provide an accurate way of predlct-fh

1ng the duratlon oxr exhaustlon probablllty of 1nd1v1dual clalmants.

Co=xii -



-

I. INTRODUCTION

/

In order to better understand the various. dlmen51ons of the Unemployment Insurance
(UI) system in New Jersey and to design changes and improvements in ‘the system, a
large variety of statistical and analytlcal reports are regularly produced by the New
Jersey Department of Labor (NJDOL). - This report adds to currently available informa-
tion by providing data on and an analysis of an important aspect of UI benefit re-
ceipt: e average duration of UI benefits paid and the distribution of .claimants by
duration. In addition, the study presents data on the characteristics of UI recipi-
ents and examines the relatlonshlp between duratlon and benefit exhaustions and these
characterlstlcs.; : -

The actual duration of UI benefit receipt is not only a fundamental statistical
measure of the UI system but also is important in planning programs, such as employ-
ment and training services, to assist the insured unemployed. Further, the duration
of benefits is a major determinant of the costs of the UI system. An analysis of .

- duration and the distribution of benefits can assist policymakers in finding ways to

reduce the length of time claimants receive benefits, assist in their return to work
and thereby reduce costs.

This study is based on a random sample of 5,053 UI recipients who received their first
payments between December 1985 and November 1986. Most of the claimants in the sample -
filed their UI claims between November 1985 and October 1986. Throughout the report,
the term "duration" will" refer to the actual number of. calendar weeks of UI beneflts
pald unless otherw1se stated :

Economic Conditions

During the 1985 - 1986 period, the-New'Jersey .economy continued a robust expansion.
which began in 1983. 1Its performance outpaced that of the nation by most major
economic indicators. Employment expanded to record highs buoyed by a construction

. boom and strong consumer demand, while the unemployment rate fell to an average of 5.7

percent in 1985 and 5.0 percent 1n 1986, compared with national rates of 7.2 ‘and 7.C
percent, respectlvely. ‘ ' ‘

During thls period, New Jersey continued its transrtlon, begun in the 1970s, from a
heavily industrial to a service-based economy, with. employment expanding. in- trade,
services and construction. Manufacturing employment declined slightly, with a number
of firms experiencing plant closings and layoffs, causing economic dislocation and
reemployment problems for many workers desplte the overall health of the economy .

The Unemployment Insurance System in New‘Jersey

The federal-state unemployment ‘insurance system was establlshed in 1935 as part of the
Social Securlty Act, with “the goal of providing temporary income support to workers

7z

1Rrogram Analysis and Evaluation (PAE) of NJDOL annually computes an aggregate -
estimate of average UI duration. Additionally, PAE regularly compiles statistics on
the duration of the current spell of insured unemployment for a sample of claimants
who are currently receiving benefits. - However, data. have been lacking on the-
distribution of benefit durations for clalmants who have completed thelr Ul beneflt
years. : : : :




who’inVOluntarily become unemployed. New Jersey enacted its Unemployment Compensation
Law in 1936 and began paying benefits in 1939.

The following sections describe‘certain features of the current UI system in New
Jersey, specifically those which governed eligibility for and receipt of UI benefits
: during the study period '

The Change to a Wage Record System

' Effective for claims filed after July 5, 1986, the New Jersey UI program changed from
a wage request to a wage record system. Prior to this date, when a claim was filed
the UI staff sent a letter to the worker's employer(s) requesting information on wages
and weeks worked, as well as information on the conditions under which the worker's
employment was terminated. Beginning July 1984, all employers in the state were
‘required tg send to NJDOL on a quarterly basis data on wages and weeks worked for all
employees. These data were entered into NJDOL's computer system, and became avail-
able for determining UL eligibility beginning July 6, 1986, -eliminating the need to

- request earnings information when claims were filed; employers are still contacted for

information on the reasons for terminations. This new system also resulted in a
change in the eligibility determination procedure as discussed below. '

Monetary Eligibility Conditions and Benefit Rates

To be eligible for benefits, a claimant must meet certain employment and earnings
criteria, which are measured for a one-year period referred to as the "base year.®
Until July 5, 1986, the base year consisted of the first 52 of the 53 calendar weeks
' preceding the filing of the claim. = Since July 6, 1986, under the wage record systsm;
"it has been defined as the first four of the last five completed calendar quarters. A
claimant must have worked at least 20 "base weeks" in covered -employment during
his/her base year. A base week is a calendar week during which a claimant earned a&
least 20 percent of the statewide average weekly wage - (SAWW), or $76 for 1986.

Alternatively, a claimant with insufficient base weeks ‘can qualify for - benefits if -

he/she gas earned at least 12 times the SAWW (or $4,600 for 1986) during the base
year. . : ' :

2Beginning in 1981, quarterly wage data were sent by*employersvto the New Jersey »
Division of Taxation for use in a number of governmental operations. In July 1984,
the function of collecting these data was shifted to NJDOL

3For example, for a claim filed ig August 1986, the base year would cons1st of the
four quarters ending in March 1986. : : :

4From October 1, 1984 to September 30, 1985 the earnings requirement to establish a
base week wasﬁls percent of the SAWW. Effective October 1, 1985 it was changed to 20
‘percent of the SAWW. In dollar terms, the earnings requirement was $51 for October 1 -
- December 31, 1984, $54 for January 1 - September 30, 1985 and $72 or October 1 - |
December 30, 1985. . . N

5The alternative earnings requirement was $4 100 for October 1 - December 30, 1984 and

$4,300 for January 1 -~ December 30, 1985.

6Effective October 1, 1985, a second alternative qualifying requirement was adopted
for agricultural crop workers. Such workers can qualify by working 770 hours in
their base years, even if they do not meet the alternative earnings criterion.

2=
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Once determined eligible, a claimant  establishes _a "benefit year", which is the
52-week period beginning on the date of the claim. -~ While unemployed, the clalmant
receives payments equal to his/her "weekly benefit rate" (WBR). The WBR is set at .60
percent of the claimant's average weekly wage in the base year, subje%} ‘to a. maximum

weekly benefit rate of 56 2/3 percent of the SAWW, or $214 in 1986. ‘The maximum .
- total benefit amount a claimant may receive: durlng the beneflt year is three—fourths
. of the number of the claimant's base weeks times the claimant's WBR.. However, the
maximum benefit amount cannot exceed 26 times the WBR, " effectively 9lJ.m:.tJ.ng the
potentlal full weeks ‘of UI payments to 26 weeks durlng the beneflt year.

A clalmant who works " part-tlme durlng the beneflt year due to lack of full-tlme workv
may be»ellglble to receive partial UI payments. The: weekly benefit is computed by

~ subtracting gross wages for the week: claimed from 120 percent of the WBR. A claimant -

who works part-time can effectively stretch out the number of calendar weeks of'UI
benefits that he/she may receive, since the max1mum total beneflt amount is not affec-
ted by the recelpt of part1a1 beneflts."- : . : : ‘

Since Aprll l 1980, a clalmant who is receiving a pen51on may have all or part of the
pension amount deducted from hls/her WBR. However, unlike partial UI payments due to
earnings, pension deductlons do not permit claimants to stretch out beneflt payments
’beyond thelr orlglnal potent1a1 weeks of beneflts.,u : :

Collection of UI’ beneflts is subject to.a waltlng perlod of one week The first week
of the benefit year. (or "waiting week") 1s only payable ‘if the clalmant remalns
unemployed for four consecutive weeks. ' - ‘

Nonmonetary Eliéibility~Conditions~c" L

~ Nonmonetary eligibility conditions are of two  types: those involving the circum- .
_stanges under which a claimant was terminated from employment, referred to as "sepa-
ration issues," and those which must be met to establish continued . ellglblllty, or -
"nonseparation issues". To qualify. for benefits, a claimant must be involuntarily
- unemployed and must be able to work, available for work, and . actively seeking work.
In addition, the clalmant must not refuse a ‘suitable job offer .and must report to the
UI or Employment Service (ES) office when directed. = Failure to meet a nonmonetary
requirement can lead to dlsquallflcatlon from beneflts for a spec1flc perlod of tlme,
or until certaln condltlons are met.. ‘ S

It is 1mportant to - note that nonmonetary dlsquallflcatlons do not . reduce the total
number of weeks of beneflts a clalmant may collect durlng the benefit year. (1 e.,

. : v
The "date of claim" is set at the Sunday precedlnc the day the clalm is flled

8The maximum weekly benefit rate was $203 for clalms filed in 1985, and $192 for the-

October 1 - December 31, 1984.period. A claimant who did not earn sufficient wages
to qualify for the maximum weekly benefit rate may collect an allowance for '
“ dependents, 1f hls/her spouse is unemployed : N

5 . : v
The Extended Benefits program, which prov1des up to 13 addltlonal weeks of beneflts.'

during periods of hlgh unemployment, was: not  in - -effect during the study period.. A
special federal extended benefits program, Federal Supplemental Compensatlon, explred o

.‘March 31 1985, and dld not affect the study sample.m:

1

o
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‘ his/her potential duration). Hence, a clalmant may return to the U rolls after a
;'perlod of dlsquallflcatlon and collect hls/her remalnlng UI entltlement

_Ellglblllty ReV1ew and Nonmonetary Determinations

At the time of filing and during the claim, whenever a question arises about whether
- the claimant meets the nonmonetary eligibility requirements, the claimant is referred
" to a claims examiner for a "nonmonetary determination." The claims examiner make
' determlnatlon of ellglblllty based on: the clalmant's statements and other evidence.

"In addltlon, ellglblllty review interviews (ERIs) are scheduled during the c¢laim to
systematically review the claimant's continued eligibility. Although the: schedule for

" ERIs varies for dlfferent types of claimants, the average claimant will have an ERI =

around the 6th to 8th week of the claim and another ERI around the 15th week, if
lhe/she is still claiming benefits. Questlons of ellglblllty which -arise out of ERIs
- _result in nonmonetary determinations. : :

Sample Selection and Data‘Source

.ThlS study is based on a random sample of uI re01p1entflwho recelved thelr first UIH

. payment during the period December 1985 - November 1986. " -The universe of the sample

consists of all UI claimants receiving benefits under the regular state UI program.
”The only claimants excluded from the study were those whose benefits were charged to
_the fund of another state and those rece1v1ng beneflts solely  under federal UI pro-
_,grams.. : .

. "Durlng December 1985 - November 1986, a total of 270,825 clalmants recelved flrstv‘
. payments under the,state program. To achieve the desired sample size, a 1.88 percent

sample was selected, resulting in a sample size of 5 104 After adjustments for »
‘erroneous data, the final sample srze was 5, 053. ' ‘ ' T

"Dates of clalm“’for»the sample'ranged from'December 2,51984vto November 9, 1986,
although the majorlty of claims (94 percent) were filed between November 1985 and
~October 1986. . The early dates of claim occurred because some clalmants receive: the X
- first payment (whlch was the basis of sample selection) late in their benefit years
~..(The distribution of the sample by the months the clalms were flled is shown 1n‘
”,Appendlx Table A, 1) : : . o :

‘ All data for the study came from the UI computer database at NJDOL, referred to as the

- Local Office Online ‘Payment- System (LOOPS). The LOOPS flles include data on benefit
. payments, employer and claimant characterlstlcs, nonmonetary determlnatlons and other |
information relatlng to each claim.

'loBoth monetary and nonmonetary determlnatlons can be appealed by the clalmant or (1n :

. the case of monetary and separation 1ssues) the employer.- »
11The terms "UI rec1p1ent" and "UI clalmant",are used 1nterchangeab1y in thls report.
- For purposes of this study, both terms: refer to persons who were found ellglble for,
“and. actually recelved UI payments. :

2For example, a claimant may return ‘to work before rece1v1ng a payment, then become _
unemployed agaln late 1n hls/her beneflt year and recelve the flrst payment at that
, time.._ ' : : .



II. CHARACTERISTICS OF UNEMPLOYMENT INSURANCE RECIP‘IENTS.‘

This part of the report presents data>on the demographio, earnlngs and. UL program
chafgciﬁrlstlcs of UI recipients who began rece1v1ng beneflts durlng the study peri-
od. ; v . .

Demographic.Characteristics

Table 2 shows. the distribution of Ul rec1p1ents by . sex, race and age.15 Fifty-six
percent. of the ‘claimants were male, while 44 percent were temale. These percentages
correspond to the distribution of men and women in the New Jersey c1vrﬁ§an labor force.
in 1986, accordlng to data from the Current Population Survey (cps). Thus, during
the study' perlod, unemployment appeared to occur with similar rrequenCJ for  both
sexes. . : o v . v

Almost two-thirds of the claimants (64 percent) were white, while almost equal per-
centages of the remainder were black and Hispanic (18 percent and 17 percent, respec-
tively). One percent of claimants were of other races. The distribution of claimants
by race was similar for males and females,‘ l*hough a somewhat hlgher proportion of
females were of HlSpanlC origin. '

_ About two-thlrds of clalmants were between the ages of 25 and 54, with the highest
percentage (32 percent) in the 25-34 age group. Eighteen percent of claimants were
under 25 while only about 2 percent were 65 or older. The mean age for all claimants
was 37.5 years. - Female recipients were on average 2.5 years older than males; mean
ages for men and women were 36.4 and 38.9 years, respectively.

PData on the educationalbbackground, wagebearner status and union membershipbof‘claim-
ants are shown in Table 3. These data were available only for recipients who filed -
their claims after July 1 1986. Since these characteristics may be subject“to'

13In the estimates of UI duration and claimant. characteristics in'parts II - IV of the

report, margins of error vary with the sample size and the variable estimated. In -

" general, for estimates based on the whole sample, the margin of error at a 95 per-
cent confidence level is 1.5 percentage points or less for percentage dlstrlbutlons .
and 0.25 weeks for UI duration. For subgroups of about 1,000, marqlns of error are
three percentage points or less for percentages and about 0.5 weeks for duration,
and for sample sizes of about 300, error. marglns are about 5. 5 percentage p01nts and
one week, respectlvely. : :

*14 | |
With the exceptlon of the regreSSLOn results in. Appendlx B, the tables in this re-

port do not indicate whether differences among subgroups in varlous characterlstlcs
are statistically 51gn1f1cant, because of the complexity of reporting such results.
However, statements made in the text regardlng subgroup differences are supported by
appropriate statlstlcal tests (t-tests, F-tests or chl-square tests)

1
5In all tables showing data by 'sex, the sample 51zes for males and females do not add

to the total sample of 5,053, because  of- m1351ng data on sex for one observation.

16
See Geographlc Profile of Employment and Unemployment, 1986, Bureau of Labor Statis-

tics, U.S. Department of Labor, Bulletln 2279 Washington, D.C., May 1987, Table 12,
p. 43. The percentages of men and women 1n the New Jersey labor force were est1-~
' mated at- 56.1 percent and 43 .9 percent, respectlvely. ’ o




seasonal variations, the estlmates presented may dlffer from those wh1ch would be'
obtalned had data for the entlre sample been avallable.' : :

'Clalmants for thlS July - November 1986 perlod averaged 12 years of “education.
Forty-four percent of claimants were high school graduates. Twenty-seven percent had
not completed high school, whlle 11 percent had at least a college education. Educa—
tlonal backgrounds were 51m11ar for ‘men and _women. : :

Slxty-four percent of recrplents cla551f1ed themselves. as the main. wage earner in
their household. Seventy-seven percent of men considered themselves the main wage
‘earner while slightly less than half of women did so. Twentv percent of claimants
were  members of labor un10ns,,w1th union membershlp belng higher for men than for

i ‘women.

o Employment and.EarningS‘”‘
Tables 4 and 5 show the dlstrlbutlon of UI rec1p1ents by employment and earnlngs
characterlstlcs durlng the base 'year. Claimants- worked an average of about 40 base
"~ weeks during ‘the.year (Table 4) . Somewhat more than half (52 percent) ‘worked more

than 40 weeks, with slightly over one-fourth worklng 51 or 52 weeks. Women on average

. worked slightly more weeks than men (40 0 weeks compared with 39.3- weeks) (This

dlfference is statlstlcally 31gn1f1cant ) .

Total base year wages averaged '$13, 588, About one~-third of'Claimants'(35 percent)'

' earned less than $8,000 during thelr base years. One-fifth'of the claimants earned

$20,000 or more. Average earnings were substantlally lower for women ($10,025) than
~for men. ($16,337). Thirty percent. of men earned $20, 000 or more durlng ‘the base year,
whlle only 7 percent of women earned that much.

Average weekly earnlngs, shown in Table 5, were- $336 for all clalmants, $408‘for men

. and $244 for women. Twenty-elght percent of all claimants earned less than $200 per

week. Forty~f1ve percent of women earned less ‘than $2OO per week, while only 15
percent of men had weekly wages that low. Seventeen percent of claimants earned
weekly wages of $500 or more. The correspondlng percentages for men and women were 26
percent and 4 percent, respectlvely. :

Wage - dlfferentlals between men. and women are a well known feature of the labor force.’

and are related to many: soc1al and economic. factors, 1nclud1ng occupatlonal dlffer-""

‘ences and’ greater. part-time employment among women.g A study using 1979 census data
for New Jersey found that wage dlfferences between the sexes were less for younger
. workers than for older workers, raising the pos51b111ty that, as more recent entrant

" to the labor force move through the age brackets, the overall wage gap will narrow.

. A 51m11ar relationship was found in . the  study sample - of UI recipients for . the
 1985-1986 period. As shown in Table 6, with the exception of the 65 and over ‘group,
wage differences between men and women  are dramatlcally narrower for the younger-age

. groups compared with older claimants. Ratios of female to ‘male wages (both yearly and

‘ :weekly wages) range from .70 to .76 for claimants in the age groups under 35, while
the ratio was about .40 for claimants in' the 55-64 year age group. . One possible
reason for. thls, 01ted in the New Jersey study, 1s that dlfferences between men and

7See Connie 0. Hughes, "Earnlngs of Women in New Jersey", New Jersey Econom1C"
Indlcators, No. 248 Aprll 8 1985, Pp. 4 7. v -
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women in ‘educational attainment are smaller for younger persons than for older per-
sons. If the trend toward more equal educational achlevement contlnues, this could
contribute to reduc1ng disparities in earnlngs.

The figures in Table 6 also show that overall, for both men and women, claimants under
25 years of -age and those 65 and over had the lowest weekly and annual wages of all
the age groups. Claimants under 25 earned $249 per week and those 65 and over earned
$274 per week -compared with weekly wages of $333 to $383 for the other age groups.
Claimants under 25 and those 65 and over also worked significantly fewer weeks (38 and

36 weeks, respectively) than did those in other age groups: (about 40 weeks). These '

results are not surprising, in view of the usual lower wages and less stable employ-
ment of teenagers and new entrants to the. labor force, as well as the marginal labor
force attachment of- many older workers.

Table 7 shows-average base weeks and wages by racial subgroup and sex. White recipi-
ents worked significantly more base weeks in’ their base years (an average of 40.4
weeks) than did blacks or Hispanics (38.4 weeks and 38.8 weeks, respectively). Among
men, blacks worked the fewest weeks (37.2 compared with 40.3 for whites and 39.1 for
Hispanics), while among women Hispanics had the fewest base weeks (38.6 compared with -
about 40 for blacks and whites). '

Earnings differentials between whites and the other racial groups were large and
highly significant. Total base year earnings averaged -$15,476 for whites, compared
with $10,848 and $9,896 for blacks and Hispanics, respectively. Average weekly wages
were $378 for whites compared with $280 and $250 for blacks and Hispanics. The
earnings. and weekly wage differentials were greater for men than for women. White
males earned an average of $19,052 in their base years compared with $11,793 and’
$11,864 for blacks and Hispanics, respectively, while the corresponding figures for
females were $10,827 for whites, $9,476 for blacks and $7,881 for Hispanics. These
figures also indicate that the gap in earnings between men and women was smal;er for
blacks than for whites or Hispanics.

Table 8 shows weeks worked and wages for UI recipients by educaticnal background, wage
earner status and union membership. Mean base weeks worked, mean base year earnings
and average weekly wages all increased directly with claimants' level of education
(except that earnings and weekly.wages were similar for those with 1 te 8 and 9 to 11
years of schooling). College graduates worked, on average, 4.5 more weeks in their
base years than did those with 1 to 8 years of education. Increases in earnings with
increased educational 1level were particularly pronounced for college graduates
compared with other groups. Claimants who had completed four years of college earned
an average of $498 per week compared with.an average of $290 to $360 per week for
those with less education. Average annual earnings were $21,729 for college graduates
compared with $11,713 to $15,307 for other educational groups.

Claimants who were the main wage earners in their households WOrked an' average of
about two morevweeks in the base year and earned $73 more per week than secondary wage
earners. . Members of labor unions had higher average weekly earnings ($406 compared
with $337 per week) and higher total earnings ($16,126 compared with $14,139) than
claimants who were not union members.. . ' : e

Industry

Table 9 shows the distribution of uI rec1p1ents by the 1ndustry in whlch they. worked
prior to becoming - unemployed. The flndustrles are classified by the Standard



- Industrial Classification System (SIC) and refer to the layoff employer.l8 Also shown =

‘in the table for comparison is the average number of employed. worﬁgfs covered by UI in
each industry during the .period November 1985 to October 1986. (Most of the UI
recipients in the study sample filed their claims during this period.)

About one-third of the UI recipients (35.0 percent) worked in manufacturing indus-
tries, while 18.4 percent of recipients were in service industries, 12.6 percent were
in construction and 11.9 percent were in retail trade. Other industries accounted for
smaller proportions of the. insured unemployed. : :

Compared with the distribution of employed workers, the proportions of UI recipients

were. higher for manufacturing and construction and lower for services, for retail’

trade and for finance, insurance and real estate. The manufacturing industries
constituted about one-fifth of average covered employment  (20.7 percent) during the
study period but accounted for 35.0 percent of UI recipients. Factors contributing to
the high incidence of UI receipt in manufacturlng include' seasonal and other temporary
layoffs, and a long-term decline in this sector: resultlng in a substantlal number of
- permanent mass layoffs and plant closings. " B .

The relatively high degree of UI receipt in manufacturing was most striking in the

apparel industry, which comprised only 1.4 percent of covered jobs but accounted for
8.5 percent of all UI. recipients. These . figures imply that the number of apparel
workers collecting UI benefits during the stgﬂy year was about one-half of the average
number of workers employed in this industry. Although the overall level of employ-
ment in apparel has decllned, the large number of UI recipients is due mostly to the
highly seasonal nature of this 1ndustry.' Periods of production. follow the - fashion
seasons, with typlcally several seasons per year and many temporary layoffs. JIn
addition, a substantial number of apparel workers .collect UI benefits for weeks An
whlch they are employed only part-time. :

18For 15 percent of the claimants, the layoff employer could not be identified. ' Most

of these cases occurred for claimants with dates of claim after July 1, 1986, and-
thus are associated with the wage record system. For these claimants, the indus-
trial classification refers to the employer from whom the claimant received the
highest total earnlngs during the base year. .-

19The covered employment figures were computed dlrectly from a NJDOL database, which

contains data on covered jobs. These figures differ from those in the covered
employment reports regularly issued by NJDOL, because they include both: public and .
private sector workers. In the regular reports, private sector employment and
public employment are tabulated separately.

The covered employment figures are somewhat different in concept from the sample-
data in that they are establishment data showing. the number of covered jobs rather

"~ than the number of individual workers. Thus, ‘workers who hold two  jobs at the same
time will be counted twice in covered employment flgures but only once in the data
on UI recipients.

2O.Since a 1.88 percent sample of UI recipients was drawn,‘the 427 apparel wofkers in

‘the sample yields an estimate of about 22,700 total UI recipients in the apparel

industry during the study period. This compares with an average of 44,982'employed »

-workers in this industry.



In addition to apparel, a relatively high incidence of UI benefit receipt was found in
the durable goods manufacturing sector, which accounted for 20.2 percent of UI recipi-
ents, but only 11.1 percent of covered jobs. The proportion of UI recipients in
nondurable goods industries other than apparel waizonly somewhat higher than the
proportion of-these industries in covered employment.

As with apparel, seasonal unemployment accounted for the high incidence of UI benefit
receipt in construction, despite a building boom and record employment levels in this
industry during the study pericd. - Although construction workers constituted only 4.6
percent of covered employment, 12.6‘of UI recipients were from this industry.

The low degree of UI benefit receipt in services, in retail trade and in finance,
insurance and real estate reflects the rapid increases in employment in  these indus-
tries in recent years. Over half of covered workers were employed in these sectors,
but only about one-third of UI recipients' were from these industries. Within the

services category, the incidence_.of insured unemployment was particularly low in

health services and in education. These two industries accounted for 13.6 percent
of covered employment but represented only 3.5 percent of UI recipients. )

Table 10 shows variations by broad industry categories23 in the average number of
weeks worked and wages received by UI recipients during the base year. The number of
‘weeks worked was higher than average in manufacturing (other than apparel), in whole-
sale trade and in finance, insurance and real estate. Lower than average weeks of
employment occurred in the more seasonal industries, including construction, apparel,
"other nonmanufacturing" and transportation, communications and utilities. :

-The highest average weeklyywages occurred in the construction industry ($488 per week)
followed by transportation, communications and utilities ($405). The lowest weekly
wages were in apparel ($217), retail trade ($255) and other nonmanufacturing ($279).
UI recipients in these three industries also had the lowest. total base year earnings
($8,179 in apparel, $10,180 in- retail trade and $10,385 in other nonmanufacturing).
' The highest total earnings were in construction  ($17,872) and in nondurable man-
ufacturing other than apparel ($16,102). ‘ -

21 . c L. -, . .
The degree of UI receipt in most manufacturing industries other than apparel gener-

ally followed the overall patterns for manufacturing, with a higher representation
among UI recipients than their proportions améong covered workers. However, in
several industries - instruments, paper, printing and chemicals - the proportions of
workers among the insured unemployed were the same or lower than their proportions
among covered workers.

2 _ ‘ . ‘ ‘ ‘
Part of the reason for the low benefit receipt in education may be that most workers
in this industry are not eligible for UI benefits during the summer months.

»23In'Table~1O, most of the detailed service categories shown in Table 9 were elimin-

ated due to small sample’sizes. In Table 10, and in the remainder of the report,
only two subcategories - apparel and bus1ness services - have been broken out, )
because they had large enough sample sizes to be analyzed separately. An additional
‘reason for singling out apparel is that this is a unique, highly seasonal industry
which differs from other industries in a number of important respects (e. g., the
unusually high incidence of UI recelpt among apparel workers).



Unemployment Insurance Program Characteristics

This section presents data on the major UI program characteristics of claimants other
than actual duration of UI beneflts, which is discussed in detail in Parts III - IV of
the report.

Several UI program characteristics by sexvare'shown in Table 11. The number of
potential weeks of benefits that claimants may receive averaged 23.7 weeks for all UI

. recipients. Average potential weeks were slightly higher for women than for men (24.1
weeks compared with 23.4 weeks for men) reflecting the. somewhat higher number of weeks
worked by women during the base year (see Table 4). Two-thirds of all claimants
qualified for the maximum potential benefit duration of 26 weeks.

Claimants qualified for an average Weekly benefit rate of $159 per week, before
deductions for pensions and part-time earnings. A little over one-third (34.5 per-
cent) qualified for the maximum WBR prevailing at the time they filed their claims.
The average WBR was substantlally lower for women ($136) . than for men ($177) because
of their lower weekly earnings in their base: years. ‘Only 15 percent of women qual-
ified for the maximum WBR compared with 49 percent of men.

Average weekly benefit amountS'actually received by claimants were somewhat lower than
average WBRs, because of deductions for pensions and part-time earnings. The average

weekly benefit amount paid was $152 for all claimants. Only two percent of UI recipi-

ents experienced reductions in their weekly benefits ‘because they were receiving
pensions. However, fully 32 percent of all recipients had part-time earnings sometime
during their claims and thus received reduced weekly benefits for weeks in which they
had earnings. (Of this 32 percent, 12 percent had earnings only in the first and/or
last week of their claims.) Part—tlme work was more common among women (40 percent)
than among men (25 percent). ’ . .

The maximum total benefit amount claimants were entitled to receive (equal to the
potential weeks of benefits times the WBR) averaged $3,792. Again, maximum total
benefits were higher for men ($4,170, on average) than for women ($3,301). Total
benefits actually received by claimants were less than maximum benefits, because most
claimants receive benefits for fewer weeks than their potential weeks of benefits.

Total benefits received averaged $2,315 for all claimants (about $1,500 less than the-

-average maximum benefit amount), $2,568 for men and $1,988 for women.

. Potential weeks of benefits, average weekly benefits and total benefits paid are shown

in Table 12 by race and sex. Potential weeks of benefits did not vary much among the
races, except that for males, blacks had about one week lower potential duratiocn than

whites and Hispanics. There were’s1gn1f1cant differences in average weekly benefit
amounts among the races for both males and females, reflectlng the higher weekly wages
of whites and relatively low wages of Hispanics during the base year. Overall average
weekly benefits were $159 for whites, $144 for blacks and $133 for HlSpanlCS.

 Total beneflt amounts pald reflect both average'weekly benefit amounts and the actual
number of weeks claimants receive benefits. Although average benefits per week were-

lower for blacks than for whites, the average total amount of benefits received by
 blacks ($2,471) was higher than that received by whites ($2,337), because blacks, on

average, collected more. actual weeks of benefits than did whites {(see Part IV of this"
report). Hispanics received the lowest average total benefit amount of $2, 056, with

lespanlc women rece1v1ng on average only $1 691 in total beneflts.

- 10 -
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Table 13 shows UI program characteristics by age group. Potential weeks of benefits
were similar for the VariQus age groups, except that- those 65 and over had somewhat
lower potential duration than the other age groups... Both average weekly benefits and
total benefit amounts were lower for those under 25 and those 65 and over than for
other age groups because of lower weekly wages earned by claimants in these two groups
(see Table 6). Total benefits received were $2,048 for claimants under 25 and $1,457
for claimants 65 and over compared with $2,277 to $2,471 for the other age groups.



III. THE DISTRIBUTION OF UNEMPLOYMENT INSURANCE Rl:.CIPIENTS BY BENEFIT DURATION:
DESCRIPTIVE ANALYSIS

This part of the report describes the distribution of UI‘recipients by the number of
weeks of benefits they received and other features of benefit distribution. Part IV
relates the duration of UI benefits to various claimant characteristics.

The Distribution of Unemployment Insurance‘Recipients”by Benefit Duration

During the study period, UI recipients recelved an average of 15.0 weeks of benefits.
Claimants varied a great deal in how many weeks of benefits they received, with some
receiving only one week, and many receiving the maximum of 26 weeks. Table 14 shows
how the claimants were distributed ' over various benefit durations. This information
is also shown in graphic form in Figure 1.

As shown in the table and graph, many more claimants (17.1 percent) received exactly
26 weeks of benefits than any other level of benefit duration. The percentage of
claimants who collected 26 payments is less than the percentage who exhausted their UI
benefits (i.e., received the maximum total benefits to which they were entitled),
because many claimants had potential UI. durations of less than 26 weeks. Over all,
35.1 percent of UI recipients exhausted benefits.

Other than the duration level of 26 weeks, the most frequent benefit duration (5.8%)
was one week of benefits. After the first week, claimants were spread. quite evenly
(about 2 - 4 percent each) over duration levels of 2 to 25 weeks, except for a dip at
the third week due to the one-week waiting period. (Because the waiting week is paid
only after a claimant has beén unemployed for four consecutive weeks, most claimants
who receive a third UI payment also receive a fourth payment, for the waiting week.)

A small percentage of claimants (3.7 percent) collected more than 26 weeks of benefits
because they had received partial UI payments due to earnings, which allowed them to
stretch out their benefit duration. Most of these, 2.9 percent, received 27 weeks of
payments, often because they had some earnings during the week they filed their
claims. ' : o

The last column of Table 14 and Figure 2 show the same distribution of durations in a
' different form, which shows the cumulative effect of claimants leaving the UI rolls.
The figures show "survival rates" in the receipt of UI benefits; i.e., the percentage
of claimants receiving a first UI payment, a second payment, etc. By the definition
of the sample, 100 percent of claimants received a first payment. About 75 percent of
claimants remained on the UI rolls at the eighth payment. The percentage of claimants
receiving benefits dipped below 50 percent at the 16th week, while 25 percent of
claimants remained on the rolls at the 24th payment. .

The graph of the survival rates in Flgure 2 declines in almost a straight line fwﬁm
the first to the 26th payment, except for a slight dip in weeks two and three. This
reflects the almost constant rate at which claimants left the rolls between weeks 2
and 25. The sharp drop in the survival rate at the 27th week reflects the 17 percent
. of claimants who stopped rece1v1ng UI at the 26th week.

The Distribution of Unemployment Insurance Benefits over the Benefit Year

The distribution of claimants by the duration of benefits does not show how benefitrl
payments are actually spread over the benefit year (the 52-week period beginning with
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the week the claim was filed), because many claimants move on and off the UI rolls
and, therefore, have gape in ‘their benefit streams. These can occur because a claim-
ant returns to work and becomes unemployed: again during the benefit year, because  a
claimant has been disqualified from beneflts for -a period of time, or for some other
reasons. Claimants with gaps in benefits . due to employment during. the benefit year
file "additional claims"™ when they return to the UI rolls, and the c1rcumstances under
which they terminated employment are once again examined. Returns to the rolls other

than after employment, e.g., after a disqualification or period of disability, are .

termed "reassartions," o , . S o :

Forty-eight percent of UI re01p1ents in the study sample had at least ong gap in their
benefit receipt (including "gaps" at the beginning of the benefit year). Twenty-one.

percent of claimants had at least one period of benefit disqualifi gtlon and 33 d

percent had at least one additional claim after a pericd of employment.“" Additional
claims were most common among claimants working -in highly seasonal industries, such as
apparel and construction. Less than two percent of clajmants (1.4 percent) had a
<period of temporary disability during their beneflt years. S ‘

Table 15 and the graph in Figure 3 show the actual %Frcentage of claimants rece1v1ng
benefits -during each week of their benefit years. (The perlod shown .is not .a
calendar year, since it begins and ends in different months for different c¢laimants,
depending on their dates of claim.) The actual distribution of payments over the
benefit year differs significantly from thefﬁistribution shown previcusly in Figure 2.
The survival rates in Figure 2. show what percentage of claimants would receive pay-
ments in each week of the benefit year if all claimants began rece1v1ng benefits in
the first week and had no gaps in benefits. ' If that were the case, very few claimants
would recelve any benefits durlng the second half of the benefit year (after the 26th
week) . _ ¥

In contrast, the graph in Figure 3 shows a substantial degree of beneflt receipt in
the second half of the benefit year, although much lower than that in the first half.
‘At the beginning of the benefit year, only two-thirds of c¢laimants received a payment
for the first week of the year; one-third did not qualify for the waiting week pay-
ment. Eighty-five percent received a payment for the second week of the benefit year,
78 percent for the third week and 73 percent for the fourth week. After the fourth

4Gaps at the beginning of the claim can occur, for example, when a claimant returns
to work before receiving a UI payment and is subsequently laid off, or when a
claimant has a period of disqualification at the beginning of the benefit year..
Gaps in beneflts due only to the one-week waiting period were not counted.

25
There is some overlap between these groups, since some clalmants had both a dis-

qualification(s) and an additional claim(s). It should be noted that not all
disqualifications or additional claims result in gaps in benefits, since some
claimants do not return to the rolls after a disqualification, and some are found
1ne11g1b1e for benefits when they file an additional claim.

26
© These clalmants, while not’ ellglble for UI beneflts during their periods of illness

‘or disability, received state - ‘temporary dlsablllty insurance (TDI) beneflts.

27
Payments were tabulated by the week of unemployment for Whlch each payment was made,
-rather than the date the payment was actually recelved by the clalmant.b

|
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week, the percentage of clalmants rece1v1ng payments decllned falrly steadlly (at -
about 2 percent per week) untll the 26th week. i

Although the rate of benefit receipt dropped off substantially after the 26th Week of
the benefit year, 10 to 15 percent of claimants received payments in weeks 27 to 29
and from 6 to 10 percent received payments during weeks 30 to 52. The percentage
receiving benefits rose slightly toward the end of the benefit year. This most likely
reflects claimants returning to the UI rolls after a period of employment, many of
whom probably filed subsequent claims when their benefit years- ended (referred to as
'"tran51t10nal claims"), based on thelr more recent emplovment

Over all, 34 percent‘of UI reclplents recelved at least one payment during the second
half of their benefit years. However, payments made in the second half of the benefit
year accounted for ‘only 13 percent of all payments, because those receiving benefits
~ during the second half received an average of only six payments each . during this

period, compared with an average of 13 weeks. of payments made per claimant durlng the
first half of the beneflt year.,. . : :



IV. THE DURATION OF BENEFITS AND BENEFIT EXHAUSTIONS BY CLAIMANT CHARACTERISTICS

This part of the report presents data on the duration of UI benefits and benefit
exhaustions by various demographic and UI program characterlstlcs. Since the rela-
tionships between duration and claimant characterlstlcs observed in simple cross-
tabulations can be misleading, because they may reflect other underlying causes,
statistical regression analysis was also performed to provide a more controlled test
of the effects of characteristics on duration. The regreSSLQn,results are summarized
later in this part of the report and are analyzed in greater detail inmpppendix B.

Duration of Benefits by Demographlc Characterlstlcs

As stated in'ParteIII, the average number of weeks of beneflts collected by all UI
recipients was 15.0 weeks, and 35.1 percent of recipients exhausted their benefits.
Table 16 shows variations in the duration of benefits and benefit exhaustions by race,
sex and age. The relationship between duration and two of these characteristics (sex
and race) is shown in more detail in Table 17, which shows the distribution of recipi-
ents by broad duratlon categorles. ‘ o :

As shown ianable716, there was no differehce between men and women in the average
number of weeks of benefits received. However, a somewhat smaller percentage of women
than men exhausted benefits (32.4 percent compared with 37.2 percent for men). The
distributions in Table 17 show that a higher percentage of women than men collected
five or fewer UI payments, while proportionately more men- ‘than women received 6 to 15
payments. . Despite these dlfferences, women had the same average duration as men.
because somewhat more women than men (4 5 percent, compared with 3.1 percent) received
more than 26 weeks of benefits (not shown in Table  17). This occurred because more
women than men received partlal -payments, due to part-time earnlngs durlng thelrf
claims, and were thus able to collect ‘more weeks of beneflts.v

Table 16 shows a substantialvvariation in average benefit duration and in exhaustions
among racial/ethnic subgroups. Whites had the lowest levels of both duraticn and ex-

haustions (14.4 weeks and 30.3 percent, respectively), blacks had the highest levels
(17.0 weeks and 48.7 percent), 'and Hispanics were in between the other two groups
(15.2 weeks and 35.8 percent). Differences among the races in average duration and
exhaustions were much greater: among men than among women. For men, the difference in
average duration between blacks and whites ‘was 3.5 weeks and the difference in the
exhaustion rate was 23.6 percentage points, while for women the corresponding differ-
ences were 1.1 week and 11.1 percentage points, respectively. Further, among women
there were no significant differences ‘between whites and Hispanics in either average
duration or exhaustions, while among men, Hispanics had both hlgher,average duratlon
and hlgher exhaustion levels than whltes. ' .

The distributions in Table 17 show that the large differences between whités and
blacks occurred over the whole range of the d@¥ration distribution. Substantially
lower percentages of blacks than whites collected 1 to 15 weeks of benefits while

higher percentages of blacks collected 16 or more weeks. In contrast, Hispanics were
similar to whites in the percentages of .claimants rece1v1ng 1 to 5 weeks of benefits
and more than 25 weeks.  However, fewer Hlspanlcs than whites collected 6 to 15 weeks,

while Hlspanlcs collected 16 to 25 payments more often than d1d whltes.

When benefit duration and exhaustions‘were examlned by age group (see Table 16), it .

was found that differences among the groups were generally not very large and few.

51gn1f1cant dlfferences were found Although there - were some varlatlons ‘in the numberv
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of weeks” of “benefits paid, none of these differences were statistically significant
for either the whole sample or for the male and female subgroups. For the sample as a
whole, the highest exhaustion rates occurred in the 25 - 34 and 65 and over groups
(with exhaustion rates of 37.2 percent and 38.3 percent, respectively), while the
lowest exhaustions occurred in the 45-54 age group (31.1 percent). (These differences
were statistically significant.) It seems reasonable that benefit exhaustions would
be low for those in the prime of their working lives and high for relatively new
ehtrants to the work force and for older workers who often face reemployment diffi-
culties. Similar effects were found for females (except that females 65 and over had
average exhaustion rates). For males, however, no significant age effects were found.

Table 18 shows data on benefit duration ‘and exhaustions by education, wage earner
statu§8and union membership for UI recipients with dates of claim after July 1,
1986. Differences in average duration by education level, although substantial in
magnitude, were not statistically significant. -Benefit exhaustions, however, declined
with increases in.education. Claimants with some college or a college degree had the
lowest exhaustion rates (35.7 pércent and 37.7 percent, respectively), while those
- without a high school diploma had the highest (about 48 percent). '

Claimants who were main wage earners in their households had significantly higher
durations (an average of 16.4 weeks) and benefit exhaustions (46.1 percent) than did
claimants who were not main wage earners (15.1 weeks and 36.6 percent, respectively).
These results run counter to our expectation that a main wage earner would be likely
to get a job more quickly than a secondary worker because of greater family respon-
sibilities, because he/she is less likely to have financial support from others, and
because he/she is likely to have substantial work experience. The regression analysis
in Appendix B shows that the higher duration and exhaustions for main wage earners
occurred only for women. At this' time, no adequate expianation has been found for
these effects, but the answer may be related to the particular demographic charac-
teristics of women associated with main wage earner status. (For example, women who
are main wage earners are more likely to be single parents than male main wage earn=-
ers.) B

Union membership did not appear to affect benefit duration. Union members were very
~ similar to non-members both in the number of weeks of benefits they received and in
the percentage exhausting benefits. o :

Duration of Benefits by Industry

The average duration of UI benefits and benefit exhaustions by industry are shown in
Table 19. The highest levels of benefit duration were found in' finance, insurance and
‘real estate (17.9 weeks), wholesale trade (16.9 weeks? and ﬁother services" (16.1
- weeks), while the lowest levels occurred in construction. (13.0 weeks), durable goods
manufacturing - (14.3 weeks) and apparel (14.6 weeks).  Benefit exhaustion rates were
_ highest in transportation, communicat@pn and utilities (43.9 percent) and finance,..

: 28The'overall duration and exhaustion rates for this group, shown  at the top of Table

‘18, are substantially higher (16.0 weeks and 42.7 percent) than for the sample as a
whole  (15.0 weeks and 35.1 percent). This serves to underscore the point that rela- ,

- tionships observed for this subgroup may be affected by seasonal and other economic -
factors and thus may differ from the overall relationships for the whole sample.
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insurance and real estate (43.5 percent), and lowest in construction (25.9 percent)
and apparel (25.3 percent) ' ‘

The low average durations and exhaustion : ' rates for the apparel and - constructlon
industries are no doubt due to the seasonal nature of these industries. Layoffs for
most claimants in these industries are temporary and of short duration, and, in the
case of construction, even those experiencing permanent layoffs could quickly find new
jobs,. given the high demand in this industry during the study period. Although demand
was not as great in the apparel industry, most apparel workers are tied to an indi--
vidual company and are usually recalled. Furthermore, a high proportion of claimants
in apparel received partial UI payments, ‘'since they were often employed only parts of
weeks. Thus, they extended thej effective potential duration of benefits and were
less likely to exhaust benefits. '

A notable aspect of the pattern of duration by industry was low or average duration
levels in manufacturing in general, despite the high degree of concern about mass
layoffs and worker dislocation in ‘these industries. - Although permanent mass layoffs
did occur in manufacturing during the study period, it appears that the many temporary
layoffs typical of these industries resulted in relatively low average durations.

The high duration of benefits in finance, insurance and real estate and in wholesale
trade may be due to . the relatively low seasonality in these industries. Since a
higher proportion of the layoffs in these. industries y have been permanent than in
others, a longer job search process may have resulted.”  The high rate of exhaustions
in transportation, communications and utilities may have resulted partly from layoffs
at American Tclephone and Telegraph (AT&T)  in early 1986 stemming from the breakup of
the Bell system. . L

The relatively high - average ‘duration and exhaustion rate in the "other services"
category was concentrated mostly in hotels and boarding places and in health services.
The high duration among health service workers is difficult to explain given the
strong demand for health services during the study period and the relatively low
number of workers who were laid off (see Table 9).

Duration by Employment and Earnings ‘

Tables. 20 and 21 relate benefit duration.and exhaustions to wages and the number of
weeks worked during the base year. Both duration and exhaustions were significantly
related to the number of base weeks worked. The duration of benefits was substantial-
ly lower for claimants who had worked 20 weeks or less (with an average duration of
11.4 weeks) than for claimants with more base weeks (with average durations ranging
from 14.5 to 15.7). This difference is no doubt largely due to lower potential
durations of benefits for these claimants, since potential duration is determined by

9

In gerneral, for the whole sample, claimants who worked part-time during their clalms
had lower average exhaustion rates (18 percent) than those w1thout part—tlme
earnings (43 percent) :

30Although the sample size in this study is small for the finance, insurance ‘and real
estate industry, a study of claimants in New York State also found benefit duration
to be highest in this industry. See John J. Comisky, Unemgloyment Insurance Benefi-
ciaries in New York State; Benefit Year Ending 1985, New York State . Department of

Labor, Division .of Research and Statlstlcsq Albany,. New' York, June 1987
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the number of base' weeéks. ~ Lower potential duration also ‘explains the much higher

exhaustion rates for recipients who had worked 1 - 20 weeks or 21 - 30 weeks (with

exhaustion rates of 65.5 percent and 49.8 percent, respectively) compared with those
who were employed more weeks during the base year (w1th rates -of 26.1 to 32.0 per-
cent) . : v

The data by average weekly wage, in the lower half of Table 20, show that benefit

duration first increases from 14.5 weeks to 16.1 weeks with increases in the weekly
wage, and then declines from 16.1 to 13.6 for weekly wages above  the '$300 - $399
range. Although many factors may affect the relationship between wages and UI dura-
tion, a primary factor lies in the connection between. the average weekly wage and the
‘WBR. As the weekly wage rises, the WBR also increases. However, because of the
maximum limit on the WBR, increases in wages above about $350 (for the study period)
no longer lead to higher WBRs. Instead, as wages increase, the WBR replaces a lower
proportion of pre-layoff wages. The collection of UI benefits thus becomes a less
attractive alternative to working, both because it represents a larger cut in living
standard than for lower wage claimants,  and because the claimant can.earn substantial—
ly more income by becoming. reemployed (assumlng pre-layoff wages are an indicator of

future wages). This decline in the "replacement rate" is probably a major factor

-explaining the decline in UI duration for weekly wages above the $300-$399 range.

In the»range‘of weekly wages below $300, the increase in duration with increases in

the weekly wage cannot be explained by the wage replacement rate. The replacement
rate is fairly constant in this range, because the UI law mandates a replacement rate
of 60 percent until the maximum WBR is reached. (Some deviations from the 60 percent
rate occur because of dependency allowances, deductions for pensions and some other
minor reasons.) The positive relationship between duration and weekly wages in this

‘range may be due to other claimant characteristics which are correlated with the -
weekly wage. Another possibility is that claimants with lower weekly wages may have
more incentive to flnd'work, because their WBRs are too low to prov1de an adequate.
~income (even though their wage replacement rate is the same as- those w1th hlgher

wages) .

‘The figures for UI exhaustions by the weekly wage followed a pattern similar to that
of duration. As the wage rate increased the percentage exhausting benefits first in-
creased from 32.7 to 38.9 percent, for claimants in the $300 - $399 wage range, and
then declined to 28 7 percent, for the $700 and over wage level

Duration and exhaustions are shown in Table 21 by total base year'wages.“Since total
earnings are the product of the average weekly wage and the number of weeks worked,

‘the relationship between earnings and benefit duration and exhaustions is a mixture of |
- the effects seen earlier for the weekly wage and base weeks. The duration figures in

the table show that average duration first rises from 13.6 weeks to 16.3 weeks then
falls to 14.4 weeks with increases in total base year wages. This pattern reflects

both - the higher average weekly .wages at higher earnings levels (and, therefore,

declining wage-replacement rates), and fewer average weeks worked (and lower potential
UI durations) among those with lower total earnings. The effect of lower potentlal
durations at lower earnings levels is seen most clearly in the exhaustion figures.

L

The percentage of claimants ‘who exhausted benefits was substantially higher (44 - 47 E

‘pefcent) among claimants who earned less than $6,000. in thelr ‘base - years than among
clalmants earnlng $6,000 or more (25 - 35. percent) :
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Duration by Unemployment.lnsurance Program Variables

Table 22 shows the duration of UI benefits and exhaustions by two key UI program
parameters, the potential duration of benefits and the WBR, and by the wage replace-
ment rate, defined here as the WBR as-a percentage of the average weekly wage during
the base year.

As mentioned in the previous section, it was expected that claimants with higher
potential weeks of UI benefits would also tend to have higher. actual benefit dur-
ations, simply because they have more weeks of benefits available. On the other hand,
claimants with higher potential durations were expected to be less likely to exhaust
benefits. With more weeks available, these claimants should be more likely to return
to work before using up their available benefits, compared with claimants with lower
potential durations. :

The data in Table 22 show that, as expected, average actual duration increased as

potential duration increased from the 1 - 15 week level (with average actual duration

of 11.4 weeks) to the 21 - 25 week range (with actual duration of 16.3 weeks).

However, average actual benefit duration then dropped to 15.1 weeks for claimants with .
potential durations of 26 weeks. This is most likely due to other characteristics of

these claimants, who worked 35 or more weeks in:their base years in order to qualify

for the maximum. potential benefit duration. For example, claimants in this group had

higher weekly wages than those in 21 - 25. week .category, and somewhat lower wage

replacement rates. Thus, they had a somewhat greater incentive to find new employ-

ment.

The relationship between potential duration and benefit exhaustion rates was also ‘as
expected, with exhaustion rates declining steadlly as potential duration increased.
The percentage of claimants exhausting benefits decreased - from 65.5 percent for
claimants with 1 - 15 potential weeks of benefits to 28. 7 percent for those with
potential durations of 26 weeks.

The relationship of the WBR to benefit duration and exhaustions mirrors that of the
average weekly wage. The figures in Table 22 show that as-the WBR increased from the
$100 or less range to the $151 - $200 range, average duration increased from 14.5
weeks to 16.2 weeks and exhaustion rates rose from 32.8 percent to 38.8 percent.
However, .when the WBR reached the statutory maximum, represented here by the over $200 .
category™ , both duration and exhaustion rates fell (to 14.5 weeks and 34.0 percent,
respectively). As seen in the previous section, when the maximum WBR is ' reached,
higher average weekly wages in the base  year do not lead to higher WBRs, and the
proportion of wages replaced by UI benefits ‘falls. Claimants with lower replacement
rates have less incenfive .to collect UI and, therefore, tend to find jobs sooner,
thereby reduc1ng their duration and. benefit exhaustlons. As mentioned previously, for
WBRs below $200, the increase in duration with increases in the WBR may be due to
clagmant characteristics associated with the wage rate or to an incentive to find work
when the WBR is too low to prov1de an adequate income.

- 31 . . ' ‘ ' o . .
For most claimants in the sample, the statutory maximum WBR was either $203 or $214,

depending on whether the claim was filed 1n‘1985 or 1986. " Most of the clalmants in
the "over $200" category in Table 26 had WBRs at the maximum.



In the bottom section of Table 22, duration and exhaustions are related directly to

the wage replacement rate, since this variable most closely measures the effect of UI
benefits on the incentive to - find employment. As shown in the table, both duration

levels and exhaustion rates increased, as expected, as UI benefits replaced a'higher

percentage of wages.

Summary of Regre531qn Results

In the previous sections -the relationships between duration and exhaustions . and
claimant characteristics were examined in ' simple cross-tabulations. The regression

analysis, described in detail in Appendix B, provides better estimates of these -

relationships by estimating the effect of each characteristic on duration or exhaus-
tions while controlling for the effects of other characteristics (i. e., holding other
characteristics constant).

For the most part, thebregression results confirmed the general relationships between
claimant characteristics . and- UI duration found in the cross-tabulations, although
there were - often differences in the magnitude or significance of effects. Major

. differences in the results, as well as similarities, are summarized in the. discussion

below. (See Appendix B for a more complete discussion.)

As in the cross-tabulations, the regression results showed no significant effect of
sex on the duration of UI benefits. In addition, the small difference between men and
women in -benefit -exhaustions, found in the cross—tabulations, became smaller and
insignificant in the regressioms.

The regression results were quite similar to those in the.cross-tabulations for race,

education, imdustry and union membership. Women who were main wage earners were found

to have higher‘levels of UI duration and exhaustions than ‘those who were not main wage
earners, an unexpected result which was discussed in an earlier section (see page 16j).

'The regression results for age were also similar to the cross-tabulations for most age

groups. - These effects, found for the whole sample and for women (but not for men),
showed high duration and exhaustion levels for claimants in the 25-34 and 55-64 age

.ranges and low levels for those in th 45-54 age group.: The biggest difference between

the cross-tabulations and the regressions was that, when factors such as potential

~weeks of benefits and pension receipt were taken into account, the 65 and over group
‘switched from having apparently high exhaustion rates to having the lowest average

duration and exhaustions. However, this result should be v1ewed w1th caution, because
of small sample sizes for this group. :

A Variable'%ot discussed in the cross-tabulations, but included in the regressions was
. pension status. It was found that the receipt: of a pension increased both benefit
~duration and exhaustions. This was expected, since pension income provides an alter-
-native to working and because claimants receiving & pension may have a more tenuous
 labor force attachment than other claimants. /)

Turning to UI program variables, potential duration showed similar effects in the

cross-tabulations and the regressions. "The regressions indicated that an additional

- 20 -
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week of potential UL duratlon 1ncreased actual duration by an average of_Q.2 weeks ano
rednced the probablllty of exhaustlng benellts by 2.9- percentage p01nts.

In the cross-tabulatlons, 1t was seen that as. both the WBR and the average weekly wage

rose, both the duration of benefits and the’ exhaustion rate first rose, then fell as .

declining wage replacement rates reduced the incentive to collect UI. -In the regres-
sions, the effects of each of these variables, the weekly wage and the WBR, were
estimated while holding the other constant. Although there are limitations tg this

procedure because of the statutory relatlonshlp between these two variables, .the"‘

regression results were as expected. With the weekly wage held constant, increases in
the WBR increased duration because of rising wage replacement rates. Similarly, at a
given WBR, increases in the weekly wage lead to lower average duration because of a
declining wage  replacement rate ‘and other factors. The regre551on coefficients
indicated that an increase of $10 in the WBR increased UI duration by an average of
0.15 weeks and exhaustions by 0.9 percentage .points, while an increase of $100 in the
average weekly wage reduced duration . by 0 l weeks and exhaustions by l 3 percentage
p01nts.' : : : .

How Well Have We Explained Duration?v

In both the cross—tabulatlons and the regre551on analy31s, we have found a number .of
claimant characteristics which are strongly related  to benefit duration and the

‘exhaustion rate. How well have we explained duration in the sense that we now know

what causes it to be high or low? Can these characteristics taken together be used to,
predlct the duration of an 1nd1v1dual cla1mant° :

Unfortunately,; the- answer ‘IS that we have not done very well.  The multiple -
correlation coefficient (R2) at the bottom of each regression' in Tables B.l1 - B.4.0f
Appendix B shows the proportlon of -the variation 1n duration and exhaustions which was -
"explained" by the variables in the regressions. ' The R2s are very loy ranging. from
©.033 to .125. Such low R2s are common to: the: research in this area” and indicate’

that the variables available to us go only a small way toward explalnlng the complex-v'

behavioral and other factorS‘involved,in,returning to work after being unemployed.

However, the analysis does give us useful information. We can say that under current
economic conditions, construction workers, on average, are .1ikely to have 1lower
durations and exhaustions than other workers, that nonwhites are likely tc have
higher average duration and exhaustions andfthat'higher potential benefit duration is’
associated with higher actual duration and lower exhaustions. Information on the

average experience of  population- subgroups is still useful even if we cannot yet

predict duratlon and benefit exhaustlon for 1nd1v1dual Ul rec1p1ents.

These results may reflect not only the effect of potential duration, but also-
effects of unmeasured claimant characteristics associated with the number of weeks -
employed durlng the. base year. (which determines ‘potential duratlon) '

Although, because of the benefit formula, the ratio of the WBR and the weekly wage
is almost constant for WBRs below the maximum WBR, it was possible in the regression
-analysis to derlve estimates of the separate effects of these variables using the-
~ data on varlatlons in weekly’ wages above the maximum WBR (see Appendix B).
34See, for example, Walter Corson and Walter‘Nlcholson, An Analysis of UI Rec1p1ents'
Unemployment Spells, U. S Department of Labor, Unemployment Insurance Occa51onal
Paper 83-1, Washlngton, D.C., -1983. _‘ : B

\
B
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TABLE 1

SELECTED CHARACTERISTICS OF UNEMPLOYMENT INSURANCE
RECIPIENTS WITH FIRST PAYMENTS
FROM DECEMBER 1985 TO NOVEMBER 1986

Total Male Female

Sample Size . : : 5,053 ' 2,851 2,201
Sex (Percent) B R 100.0 56.4 | 43.6
Race (Percent) : 100.0 100.0 100.0
White : 64.3 .. 65.0 63.4
Black o _ L 17.7 18.7 16.4
Hispanic S "17.0 15.4 . 19.1
Other _ 1.0 0.9 1.1
Average Age (Years) ' 37.5 - 36.4 ‘ 38.9
Average Years of Education® 12.0 11.9 ~12.0
Average Basg Weeks Worked in 4 39.6 39.3 v 40.0
Base Year o - -
Average Weekly Wage . N $336 . $408 ' v $244
Average Base Year Wages® $13,588 - $16,337 o $10,025
Average Potential Weeks of | 23.7 v : 23.4 s - 24.1
UI Benefits ‘ : ' ' : B
Average Weekly Benefit Amount - o $152 o v $170 : - $1z8
Average Total Benefits Paid $2,315 . $2,568 | $1,988
Average Weeks of Benefits Paid 15.0 150 15.0
Percent Exhausting Benefits ' 35.1 - 37.2 ' : 132.4

a Available only for rec1p1cnts who filed their clalms after July- 1, 1986. Total
sample size is 1,193.

b Prior to July 6, 1986, the base year was defined as the first 52 of the 53
calendar weeks preceding the filing of the claim. Since July 6, 1986 it has been
defined as the first four of the last five completed calendar quarters. A base
week is a calendar week during the base year in which the claimant earned at
- least 20 percent of the statewide average weekly wage (or $76 for 1986).

c The claimant's base wages are the total wages earned during all base weeks in the
base year. '
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TABLE 2

DISTRIBUTION OF UNEMPLOYMENT INSUR%NCE .
RECIPIENTS BY SEX, RACE AND AGE

Total Male Female
Number = Percent Number  Percent Number Percent

Sex
Male 2,851 56.4 - - - -
Female 2,201 43.6 - - - ’ -
Total 5,052 100.0 - - - -

Race
White 3,191 64.3 1,803 65.0 1,387 63.4
Black 878 - 17.7 520 18.7_ 358 l6.4
Hispanic 844 17.0 427 15.4 417 -+ 19.1
Other : » " 50 1.0 26 0.9 - 24 1.1
Total 4,963 100.0 2,776 -100.0 2,186 100.0

. Age (years)
Under 25 . 880 17.5 | 553 19.4 327 14.9
25 - 34 1,584 31.5 976 34.4 608 27.8
35 - 44 1,043 20.8 531 . 18.7 512 23.4
45 - 54 805 . 16.0 416 14.7 389 17.8
55 - 64 635 ~12.6 322 11.4 312 14.2
65 and over 81 1.6 39 1.4 42 1.9
Total : 5,028 100.0 ' 2,837 100.0 2,190 100.0
Mean Age : 37.5 o 36.4 v 38.9

a Sample sizes for males and females may not add to totals because of missing data

for one observation.
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" TABLE 3
DISTRIBﬁTION BY SELECTED DEMOGRAPHIC CHARACTERISTICS FOR

- UNEMPLOYMENT INSURANCE RECIPIENTS WHO gILED CLAIMS
DURING JULY - NOVEMBER 1986

‘Total o ‘Male - " Female

Number ° Percent Number Percent - Number = Percent
Education
. 1-8 Years 107 9.0 61 °.1 46 8.8
9-11 Years 218 . 18.3 ' 128 ; 19.1 90 . 17.2
High School R - '
Graduate 528 44.2 - 7.292 43.7 236 - 45.0
SomevCollege 210 17.6 o : 115 17.2 : 95" ‘ 18.1
College Graduate 78 . 6.5 S 44 6.6 . 347 - 6.5
- Post Graduate _ S
‘Work 52 . 4.4 29 4.3 23 4.4
Total 1,193 100.0 - 669 100.0 524 100.0
Mean Years of ‘ - : ' :
Education - = 12.0 : : 11.9 ' - - 12,0
Wageanrner‘Sfatus i
Main Wage Earner 774 64.3 520 . 76.8 254 48.3
Not Main Wage g N : '
Earner 429 35.7 157 23.2 272 51.7
Total 1,203 100.0 677 100.0 526 100.0
Union Membershipv<
Union Member 243 20.2 - 161 238 82 15.6
Not Union Member 960 79.8 . . 516 76.2 . 444 84.4
Total 1,203 100.0 677~ 100.0 526 100.0
= - .
a Data for education, wage earner status and union membership are not available for

.. recipients who filed their claims ‘before July 1, 1986.

N .
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TABLE 4

DISTRIBUTION OF UNEMPLOYMENT INSURANCE RECIPIENTS
BY NUMBER OF BASE WEEKS WORKED. AND BASE YEAR WAGES

Total ' E Male - . ' Female

Number  Percent Number  Percent . Number Percent
Number of Base
Weeks Worked
1-20 290 s.7 . 215 7.5 15 3.4
21 - 30 1,002 19.8 » 573 . 20.1 - - 429 19.5.
31 - 40 _ 1,115 22.1 : 575 20.2 - 540 - 24.5
‘41 - 50 : . 1,332 26.4 - 707 = - . 24.8 . 624 - 28.4
51:= 52 . , 1,314 . 26.0 - 781 27.4 . ‘ ©533 24.2
Total 5,053 100.0 2,851 .. 100.0 B 't2,201y',”7100.0
Mean Number of Sl , - . T ’ : ; ’
Base Weeks 39.6 ‘ . 39.3 - -~ 40.0
Total Base Year .
Wages ‘
‘Less than $4,000 324 6.4 105 3.7 219 10.0
$ 4,000 - $ 5,999 740 14.6 - 326 S 11.4 ' 414 .18.8-
- $ 6,000~ 8§ 7,999 705 14.0 -303 . - 10.6 - 402 18.3 -
$ 8,000 - $ 9,999 599 11.9 281 .- 9.9 S 318 14.4
$10,000 - '$14,999 - 1,050 20.8 588 20.6 . o 482 21.0
$15,000 = $19,999 628 12.4 397 13.9 R 230 - 10.4
$20,000 - $29,999 - 671 13.3 540 .. 19.0 131 6.0
$30,000 and over 336 6.6 311 10.9 - 250 1.1
Total 5,053 100.0 2,851 . - 100.0 2,201 100.0
Mean Base : v : o -
Year Wages $13,588 $16,337 ‘ - $10,025
a Base weeks and base year wages refer to weeks worked and earnlngs durlng the base

year. See page 2 of the text for deflnltlons of these terms.
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TABLE 5

DIS“RIBUTION OF UNEMPLOYMENT INSURANCE
RECIPIENTS BY AVERAGE WEEKLY WAGE

Total . Male Female

Number . Percent Number Percent . Number  Percent
Average Weekly Wage |
Less than $150 496 - 9.8 103 3.6 | 1393 17.9>
$150 - .$199 . '921 18.2 - 324 | 11.4 - “597 27.1
$200 - $29¢9 '1’413' 28.0 » 'ﬁ727 25.5 686 31.2
$300 - $399 » 833 o 16.5 : 527. | 18.5‘ : 305 13.9
$400 - $499 553 10.9 vf s26 15.0 125 5.7
$500 - $599 318 6.3 264 9.3  s4 2.4
5600 - $699 | 198 3.9 175 e ! 23 1.0
$700 and over 321 6.4 303  10.6 18 0.8
Total ' 5,053 100.0. 2,851 ~  100.0 = 2,201 100.0
Mean Average ‘ .‘
Weekly Wage ) $336 © 8408 $244

-

ca : The average -weekly wage 1s deflned as- averege wages per week worked durlngvthe

base year.
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TABLE 6
MEAN BASE WEEKS WORKED, BASE YEAR WAGES
AND WEEKLY WAGE BY AGE AND SEX

Mean Number of
Base Weeks

~ Worked o Mean Base Year Wages ' " Average Weekly Wage
(Total Sample) Total Male = Female Total Male Female
'bééé (yearé)'
. Under 25 ~  37.9 - $ 9,583 = $10,392  §$ 8,216 . $249  $274  $207
25 -34 40.0 13,427 14,982 10,931 333 377 264
35 - 44 40.3 » _ . 14,889 - 18,568 ‘ 11,074 ’ . 359 452 263
45 - 54 40.2 , '15,585- 20,870 9,933 . 379 510 240
55 - 64 39.7 15,481 - 21,914 8,834 383 537 223
65 and over ~ 35.8 9,828 11,513 8,263 274 - 332 221
Total 39.6  $13,588  $16,337 $1o,ozs  $336 . $408  $244
a  For sample sizes for ageFSex subgroups, sée'Tablebz;
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Mean Number of

TABLE 7

MEAN BASE WEEKS WORKED, BASE YEAR WAGES AND
WEEKLY WAGE BY RACE AND SEX

Average
Weekly Wage

$336
$378
$280

$250

$408

$467

1 $314

$296

$244

$261
$230

$203

Mean
Base Weeks Base Year
Worked Wages
Total 39.6 $13,588
White 40.4 $15,476
Black 38.4 $10,848
Hispanic 38.8 $ 9,896
Males 39.3 $16,337
White 40.3 $19,052
Black 37.2 $11,793
Hispanic 39.1 $11,864
Females 40.0' $10,025
White 40.4 s$10,827
Black 1 40.0 $ 9,476
Hispanic 38.6 $ 7,881
a Sample sizes may not add to totals becéuse of missing'data.
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TABLE 8

MEAN BASE WEEKS WORKED, BASE YEAR WAGES AND WEEKLY
WAGE BY EDUCATION, WAGE EARNER STATUS
AND UNION MEMBERSHIP

(For Recipients With Dates of Claim
from July to November 1986)

Mean Number of Mean
Base Weeks Base Year Average Samplg
Worked Wages Weekly Wage Size
Total 40.3 $14,540 $351 1,203
Education
1-8 Years 38.2 $11,843 $302 107
9-11 Years 39.1 $11,713 $290 218
High School
Graduate 40.3 $14,009 $342 528
Some College 41.3 $15,307 $360 210
College Graduate 42.7 $21,729 $498 130
Wage Earner Status
Main Wage Earner 41.0 | $15,861 $377 774
Secondary Wage
Earner : . 39.2 $12,157 $304 429
Union Membership
Union Member 40.3 $16,126 . $406 243
Not Union Member 40.4 $14,139 $337 960
a  Sample sizes for educational groups do not add to the total due to missing data.
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TABLE. 9

DISTRIBUTION BY INDUSTRY OF UNEMPLOYMENT .

' INSURANCE RECIPIENTS AND EMPLOYED

COVERED WORKERS L .

Average Employment
- Covered by UI

UI Recipients .~ Nov. 1985 - Oct. 1986 j
) 7 (Study Sample) ‘ ‘ " (Universe) e
Industry : " Number ’ ¢ Percent ~Number . Percent -
Manufacturing E : 1,763 35.0 686,830 - 20.7
Durable Goods . . 746 14.8 320,027 . 9.6
Nondurable Goods 1,017 - . 20.2 366,803 11.1
Apparel 427 8.5 . 44,982 1.4
Other Nondurables 590 - 11.7 . - 321,821 9.7
Nonmanufacturing - 3,278 - : 65.0 : v2,628,272 e : 79.3
Construction | 636 | 12.6 150,640 4.6
Transportation,
Communications & , . )
Utilities , : 312 6.2 229,440 . 6.9
Wholesale Trade o 367 7.3 " 250,654 7.6
Retail Trade 599 . 11.9 573,963 17.3
Finance, Insurance & , ' -
Real Estate . 108 o 2.1 204,301 R 6.2
Services 929 18.4 999,004  30.1
Hotels and Other Lodging 151 3.0 . 62,791 1.9
Business Services ' 305 . 6.0 232,588 7.0
Health Services - 95 » 1.9 ' 232,764 7.0
Educational Services 83 1.6 218,071 6.6
Other Services 295 - 5.9 252,880 7.6
Other Nonmanufactgrlng & - ‘ ) o v
Nonclassifiable 327 . 6.5 . 220,180 . L 6.6
. : - - ; . - o . ﬁ@
Total v 5,041 - _ 100.0 - 3,315,102 - 100.0 .
a Average covered employment by 1ndustry was calculated from a New Jersey Depart—
ment of Labor database which contains information on covered jobs.

b Includes -agriculture, -mining, - government -administration and nonclass1f1able
establishments. E Lo .
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. TABLE 10

MEAN BASE WEEKS WORKED, BASE YEAg WAGES AND
.WEEKLY WAGE BY INDUSTRY

' Mean Number of

Base Weeks Mean Base " Average ' Sampl
Worked v Year Wages Weekly Wage . Size

Industry- :

Manufacturing | 1.6 . $13,788 $320 1,763
Durable Goods 43.1 $15,168 | $345 746
‘Nondurable Goods. 40.6 - $12,776 $302 1,017

Apparel 376 s 8,179 os217 427
Other Nondurables 42.7 $16,102 $364 . 590

Nonmanufacturing 38.5 - $13,452 . 8344 = 3,278
Construction S 36.0i .. 817,872 ' $488 636
Transp;/COmm./ o | ‘ o ‘_

vtil. - 38.0 _ $14,551 . $405 312
Wholesale Trade a1.5 $14,403 s338 367
Retail Trade - 38.6 $1Q,180. " $255 | 599
finance/Insur./ _ : | . : |

Real Estate 43.0 - $12,888 ~ $305 108
Services S 39.7 $12,900 ’ $315 | 929

' Business.Serviees : 39.0 | » $12,898 | $317 | 305

- Other Services 40.0 $12,901 - ' ‘$314 . 624
Other Noﬁmanufactﬁringc' 35.9 $10,385 _ '~;$279 _ 327
‘Total | S 39.6 © s13,588 $336 5,053

~a~ Data refer to weeks worked and wages during the base year. See page 2 of the

report for the definition of the base year.

b  Sample sizes for lndustry do not add to the total due to m1551ng data.
c Includes agrlculture, mining, government admlnlstratlon and nonclassifiable
* establishments.
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TABLE 11

SELECTED UNEMPLOYMENT INSURANCE PROGRAM

UI_Program Characteristics

Mean Potentia% Weeks of
UI Benefits

Percent at Maximum (26 Weeks)
. b
Mean Weekly Benefit Rate
(Before Deductions)

Percent at Maximum

: g o)
Mean Weekly Benefit Amount Paid

Mean Maximum Total Benefit
Amount '

Mean Total Benefits Paid

Sample Size

a The potential number of weeks of beneflts is equal to three-fourths of the number

CHARACTERISTICS BY SEX

Total Male Female
23.7 23.4 24.1
66.7% 55.2% 68.5%
$i59 $177 - $136
34.5% 49.4% 15.2%
$152 $170 5128

$3,792 $4,170 $3,301
$2,315 $2,568" $1,988

5,053 2,851 2,201

of the claimant's base weeks (but may not exceed 26 weeks).

b .The weekly benefit rate

(WBR)

because cf these deductions.

c The maximum total benefit amount for each claimant is equal to number of poten-

tial weeks of beneflts times the WBR.

- 33 -

is the amount of benefits per week a claimant
qualifies for before deductions for pensions and part-time earnings.
average weekly benefit amount paid is lower than the WBR for some claimants

The actual



TABLE 12

SELECTED UNEMPLOYMENT INSURANCE PROGRAM

CHARACTERISTICS BY RACE AND SEX

- 34 -

-

Mean Potential Mean Weekly Mean Total Samplg
Race Weeks of Benefits Benefit Amount Paid Benefits Paid Size
Total 23.7 $152 $2,315 5,053
White 23.9 $159 $2,337 3,191
Black 23.4 $144 $2,471 878
Hispanic 23.8 $133 $2,056 844
Males 23.4 $170 $2,568 2,851
White 23.7 $180 $2,549 1,803
Black 22.8 $156 - $2,737 520
Hispanic 23.8 $152 $2,413 427
Feméles 24.1 $128 $1,988 2,201
White 24.2 $133 $2,060 1,387
Black 24.1 $1z26 $2,085 358
“Hispanic 23.9 $113 $1,691 417
a Sample sizes may not add to totals because of missing data for race and sex. .



TABLE ‘13

SELECTED  UNEMPLOYMENT INSURANCE PROGRAM
CHARACTERISTICS BY AGE

Mean Potential = = Mean Weekly v Mean Total Sample

AGE (years) " Weeks of Benefits  Benefit Amount ;Benefits Paid _Size
Under 25 23.3 | $134 $2,048 880
25 - 34 - 23.7 . $158 $2,427 1,584
35 - 44 23.9 $158 $2,471 - 1,043
45 - 54 24.0 - $158 $2,319 805
55 - 64 ' 23.8 $150 $2,277 635
65 and Over 22.9 S 5108 . $1,457 81
Total L2317 ~s152 . $2,315 5,053
a Sample sizes do not add to the total because of missing data for age.
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TABLE 14

DISTRIBUTION OF UNEMPLOYMENT INSURANCE RECIPIENTS
BY NUMBER OF WEEKS OF BENEFITS PAID AND SURVIVAL RATES

Distribution
By Number of ° Survival Rate:
Weeks of "'UI _ Percent of Claimants
Number of Benefits Paid Remaining at Each
Weeks Paid - Number Percent Payment
1 292 5.8 100.0
2 208 4.1 94.2
3 86 1.7 90.1
4 175 3.5 88.4
5 178 "3.5 84.9
6 162 3.2 8l.4
7 161 3.2 78.2
8 157 3.1 75.0
9 o 177 3.5 71.9
10 . : 162 3.2 68.4
11 160 3.2 65.2
12 157 3.1 62.0
13 157 3.1 58.9
14 ) 166 5 3.3 55.8
15 ' 201 4.0 52.5
16 ' 152 3.0 48.6
17 _ 184 3.6 45.5
18 163 3.2 41.9
19 162 3.2 38.7
20 130 2.6 35.5
21 ' 155 3.1 32.9
22 ' ‘ 118 2.3 29.8
23 114 2.2 27.5
24 115 2.3 25.2
25 110 2.2 23,0
26 864 17.1 20.8
27 : 144 2.9 .7
28 16 * 0.3 0.9
29 : 7 0.1 0.5
30 5 0.1 0.4
31 or More g 15 0.3 0.3
Total , 5,053 100.0
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FIGURE 2
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TABLE 15

PERCENTAGE OF UNEMPLOYMENT INSURANCE RECIPIENTS RECEIVING A PAYMENT
IN EACH WEEK OF THE BENEFIT YEAR

Percent Percent
Week of the Receiving Week of the Receiving
Benefit Year - a UI Payment Benefit Year a UI Payment
1 67 27 15
2 85 28 12
3 78 29 10
4 .73 30 9
5 70 .31 8
6 - 68 - 32 7
7 66 : 33 7
-8 64 34 7
9 61 ' 35 6
10 58 36 6
11 _ 54 . 37 6
12 52 38 6
13 50 39 6
14 48 40 6
15 46 . 41 6
16 43 42 6
17 41 : 43 6
18 39 44 7
19 37 ' : 45 6
20 : 35 46 6
21 . 33 47 6
22 31 48 7
23 _ 30 49 7
24 28 50 -8
25 26 51 8
26 25 52 10
*
a The benefit year is defined as the 52-week period beginning the week the UI claim.

is filed. It is not a calendar year, since it begins and ends in different
months for different recipients. '
b The sample size for all percentages is 5,053.
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TABLE 16

AVERAGE DURATION OF UNEMPLOYMENT INSURANCE BENEEITS AND
BENEFIT EXHAUSTIONS BY SEX, RACE AND AGE

Total Male Female
Mean Weeks Percent Mean Weeks Percent Mean Weeks Percent
of Benefits Exhausting of Benefits Exhausting of Benefits Exhausting
Paid Benefits Paid Benefits Paid Benefits
Total 15.0 35.1 15.0 37.2 15.0 32.4
Race
White 14.4 30.3 14.0 30.1 ©15.0 30.5
Black 17.0 48.7 17.5 53.7 16.1 41.6
Hispanic 15.2 35.8 15.8 39.8 B 14.5 31.7
Age (years)
Under 25 15.1 34.2 " 15.1 36.5 15.0 30.3.
25 - 34 15.3 37.2 15.2 37.2 15.5 37.2
35 - 44 15.2 ) 35.7 15.4 39.5 15.0 31.6
45 - 54 14.3 31.1 14.4 35.1 14.2 26.7
55 - 64 15.1 35.1 14.7 36.3 15.5 34.0
65 and Over 14.0 '38.3 14.3 43.6 13.7 33.3
a For sample sizes, see the distributions in Table 2.
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TABLE 17

PERCENTAGE DISTRIBUTION OF UNEMPLOYMENT INSURANCE
RECIPIENTS BY DURATION OF BENEFITS BY SEX AND RACE

Number of Weeks of Benefits Paid

26 and Samplg
1-5 6 - 15 16 - 25 - Oover Total Size

Total 18.6 32.8 27.8 20.8 100.0 5,053
Sex

Males 17.4 34.3 27.6 20.7 100.0 2,851

Females 20.1 . 31.0 28.0 20.9 100.0 . 2,201
Race

White 19.5 36.2 25.5 18.8 100.0 3,191

Black 13.4 27.0 31.8 27.8 100.0 . 878

Hispanic 21.0 27.4 30.3 21.3. 100.0 844
a Sample sizes do not add to the total because of missing  data for age and race.
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TABLE 18

AVERAGE DURATION OF UNEMPLOYMENT INSURANCE BENEFITS AND
BENEFIT EXHAUSTIONS BY SELECTED DEMOGRAPHIC CHARACTERISTICS

(For Recipients Who Filed Their Claims During July - November l986a)

Mean Weeks ‘ Percent
of Benefits Exhausting b
Paid Benefits Sample Size
Total 16.0 42,7 1,203
Education
1 - 8 Years _ 17.2 48.6 : 107
9 - 11 Years 15.8 48.2 © 218
High School Graduate 16.1 43.4 528
Some College 15.3 35.7 210
College Graduate 15.5 37.7 130
Wage Earner Status
Main Wage Earner ' : 16.4 : 46.1 o 774
Secondary Wage Earner 15.1 36.6 429
Union Membership
Union Member . 16.1 , 43.2 243
Not Union Member 15.9 42.6 960
a Data for education, wage earner status and union membership are not available for
recipients who filed their claims before July 1, 1986.
b Sample sizes for education categories do not add to the total because of missing

data. ’
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 AVERAGE! DURATION OF UNEMPLOYMENT INSURANCE BENEFITS AND
BENEFIT EXHAUSTIONS BY INDUSTRY

Industrg _

» Ménﬁfacﬁu?ihg
kau#aﬁleQGoods 
'.iAﬁdhdurable ébods e

Apparel
Other Nondurables

Ndnmanufgcturlng'
VConstructlon «
“TransP /Comm /Ut11.5 
'Wholesale‘Trade |

'Retaii Tfade“

| Finance/Insur;/Realest.

Services

Business. Services
Other Services

 Other &onmanufactﬁrinqb

Total

TABLE 19

» Mean Weeks -

of Benefits
~Paid

o 14.5
14.3

- 14.7

'14.6
14.8

: 15‘3'

13,0

‘315.3;
16.9
15.3
'17;9

15,7

14.9

16.1 -

- 15.4

15.0

: Percent
Exhausting
Benefits

32.3

35.‘0 )

 30.4

25.3"
34.1

365

25.9
43.9
41.4

36.1

. 43.5

38.2

35.1

Sample

Size

1,763
746
1,017

427
590

3,278

636

367
599

108
o290

305

624

327

5,053

@ sample sizes for industries do not add to the total becausé of missing data. = .

b Includes agriculture,

" establishments.

govérnment administratibn“,and nonclassifiable



TABLE 20

AVERAGE DURATION OF UNEMPLOYMENT INSURANCE BENEFITS ANDaBENEFIT
EXHAUSTIONS BY BASE WEEKS AND.AVERAGE WEEKLY WAGE

Mean Weeks Percent
of Benefits Exhausting Sample
Paid Benefits Size
Total 15.0 35.1 5,053
Number of
Base Weeks Worked .

1- 20 _ ' 11.4 65.5 1290
21 - 30 15.4 49.8 1,002
31 - 40 ' ‘ 15.7 26.1 1,115
41 - 50 14.5 | 27.9 1,332
51 - 52 15.7 » . 32.0 1,314

‘ Average Weekly Wage

Less than $150 14.5 32.7 ' 496

$150 - $199 ‘ 14.9 | 33.9 921

$200 - $299 15.7 37.6 . 1,413

$300 - $399 16.1 38.9 833

$400 - $499 14.2 33.5 553

$500 - $599 14.6 34.6 318

$600 - $699 13.2 28.8 198

$700 and Over 13.6 28.7 321

a Base weeks énd the average.weekly wage refer to weeks worked and the average wage
during the base year. -See page 2 of the text for the definition of the base
year. -

- 45 -



TABLE 21

" AVERAGE DURATION OF UNEMPLOYMENT INSURANCE BENEFITS AND
BENEFIT EXFAUSTIONS BY BASE YEAR WAGES

text for the deflnltlon of the base year.

- 46 -

Mean Weeks Percent
of Benefits Exhausting
Paid Benefits
Total:Base Yea: Wages
‘Less than $4,000 13.6 44.1
$4,ooo 4*55,999 15.2 47.0
$6,bop - 7,999 14.8 '34.3 
$8,000 - $9,999 15.7 ,_34;1,-
'$10,000 - $14,999 . 15.0 31.7
‘$15;ooo;-'$19,999v 16.3 35.4
$20,000 - $29,999 14.4 29.4
'$30,000 ana err 14.4 25.0
'fvTotal, "‘15yo_ 35,1
a :. Base year wages refer te total earnlnés durlng the base yeaf.

Sample
Size

324
'740
705
- 599
l,qso
'6287
671

336

5,053

See page 2 of the .



TABLE 22

AVERAGE DURATION OF UNEMPLOYMENT INSURANCE BENEFITS AND
BENEFIT EXHAUSTIONS BY SELECTED PROGRAM CHARACTERISTICS

Mean Weeks Percent
of Benefits Exhausting
Paid Benefits Sample Size

Total | 15.0 ‘ 35.1 5,053
Potential Weeks of UI Benefits
15 or Less | 1.4 65.5 | 293
16 - 20 '7 14.9 | 52.9 715
21 - 25 ' 16.3 35.5 , , 633
26 ’ . 15.1 28.7 - 3,412
Weekly Benefit Rate
$100 or Less e 145 | 32.8 809
$101 - $150 15.3 | 35.5 1,416
$151 - $200 - | 16.2 38.8 936
Over $200 _ 14.5 . 34.0 1,892
Wage Replacement Rate (Percent)a
Less than 40 13.8 31.3 696
40 - 49 14.2 31.6 535
50 - 59 15.3 35.4 820
60 and Over ' . 15.4 , 36.5 ‘ 3,002‘
a The wage replacement rate is defined as the weekly benefit rate as a percentage

of the average weekly wage in the base year. Although the formula for computing
benefits provides for a replacement rate of 60 percent, replacement rates above
60 percent occur mainly because of dependency allowances. Replacement rates
below 60 percent are due to the statutory limit on the maximum weekly benefit. -
rate. : ' ‘
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APPENDIX A

DISTRIBUTION OF THE STUDY SAMPLE
BY FILING DATE OF UNEMPLOYMENT INSURANCE CLAIM
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TABLE A.1l

DISTRIBUTION OF THE STUDY SAMPLE BY THE YEAR ANDaMONTH
THE UNEMPLOYMENT INSURANCE CLAIM WAS FILED

Month Claim | Cumulative

Year Was Filed Number Percent Percent

1984 December 6 0.1 0.1

1985 January 10 0.2 0.3
February 4 0.1 0.4
March 10 0.2 0.6
April 10 0.2 0.8
May 7 0.1 0.9
June 26 0.5 1.4
July 25 0.5 1.9
August 31 0.6 2.6
September 30 0.6 3.1
October 60 1.2 4.3
November 307 6.1 10.4
December 782 15.5 25.9

1986 January . 646 ' 12.8 38.7
February : 397 S 7.9 46.5
March 390 7.7 54.2
April 325 6.4 60.7
May 251 5.0 65.6
June 533 10.5 76.2
July ' 320 6.3 82.5
August 313 6.2 88.7
September 216 4.3 93.0
October 256 5.1 98.1
November 98 1.9 100.0

Total 5,053 100.0

a The study sample was defined as a 1.88 percent sample of all claimants who

received their first UI payment between December 1985 and November 1986. Some
sample members had claim dates much earlier than December 1985, because they
received their first payments late in their benefit years. ’
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APPENDIX B

THE DETERMINANTS
OF BENEFIT DURATION AND EXHAUSTIONS:
REGRESSION ANALYSIS






THE DETERMINANTS OF BENEFIT DURATION AND EXHAUSTIONS: REGRESSION ANALYSIS

Part IV of  the report examined the relationships between UI benefit duration and
exhaustions and a variety of claimant characteristics by means of cross-tabulations.
The regression analysis presented in this appendix (and summarized in Part IV)
provides ‘a better test of these relationships by estimating the effect of each
characteristic on duration or exhaustions while controlling for the effects of other -
characteristics (i.e., holding other characteristics constant). This is accomplished
by entering data on all characteristics into a regreSSLOn equation and estlmatlng ‘the
effects of all varlables simultaneously. =

The results of the regression analysis are presented first for the whole sample.

Estimates are then presented for recipients'who filed their UI claims after July 1,
1986, since data on education, wage earner status and union membership are available

only for this subgroup. In addition, for both these samples, separate regressions
were estimated for men and women, to allow for dlfferences between the sexes in the
effects of other characterlstlcs on duration.’

Regression Results for the Whole Sample

Estimates of the effects of the various claimant characteristics. on UI duration and
exhaustions are shown in the regression results in Table B.l. (Separate regressions
for males and females are presented in Table B.2.). The regression coefficients show
the estimated effect of a change in each characteristic if all other characteristics
were held constant. '~ For example, the coefficient of 3.977 on the pension status
variable in the duration equation indicates that, other things being equal, a claimant
. with a pension is likely to collect about 4 more weeks of benefits than a claimant not
receiving a pension. For continuous explanatory variables, such as age, the coeffi-
cient indicates the estimated increase in duration when the explanatory variable
_increases by one unit (e.g., one year). Since the WBR is in units of 10, the coeffi-
cient for the WBR shows the estimated effect of increasing the WBR by $10.

In the exhaustion regression, the coefficients show the estimated effect of each
characteristic on the probability of exhausting benefits. For example, the coeffi-
cient of -0.029 for potential duration, indicates that, if other characteristics are
held constant, an increase of one week in potential duration is estimated to reduce
the probability of exhaustlng' benefits by 0.029 or, in percentage terms, by 2.9
percentage points. : .

For the most part, the regression results confirmed the general relationships between
claimant characteristics and UI duration that were found in the cross-tabulations in

1For characteristics Which are composed of more than two population subgroups (such as
race and industry) one subgroup is omitted from the regression equation, and the
coefficient on each remaining subgroup estimates the difference in average duration

(or in exhaustion probability) between that subgroup and the group which was left out ve

of the equation. In the case of race, whites are the omitted subgroup, and for
ihdustry the "left out" group is workers in durable goods manufacturing industries.
For example, the coefficient of 2.760 on wholesale trade in the duration regression
indicates that, after controlling for other claimant characteristics, average dura--
" tion for claimants in wholesale trade was about 2.8 weeks longer than for those in
durable goods manufacturlng. S . ’
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Part IV of the report, although there were changes in the magnitude of the effects or
in significance - levels in many cases. The most -important differences between the
cross-tabulations and the regression analysis are pointed out in the discussion below.
Slmllarltles in the results are also noted

The estlmates in ‘the upper half of Table B.l Show the effects of several demographicv
and UI program characteristics on the duration of benefits and on exhaustions. As

found earlier in the descriptive analysis in Part IV (see Table 16), the regression
results showed no significant effect of sex on the duration of UI benefits. Further-
more, the small difference between men and women in benefit exhaustions, which was
significant in the cross-tabulation, became smaller and insignificant in the regres-
sion. (In the regression, therprobablllty of exhaustlng benefits was .023 - or 2.3
percentage points - lower for women than for men, compared with a difference of 4.8
percentage points in Table 16.) :

Turning to the effécts of race, it should be noted that the "other nonwhite" group in
the rfgress1on consists mostly of Hispanics (94 percent), and can be considered as
such. The effects of race .in the regression results were very similar to those found
in: the cross-tabulation in- Table 16, both in magnitude and significance. The only
change was that the regression results revealed that Hispanic women had a 6.6 percent-
age point higher probability of exhausting benefits than white women (see Table B.2),
whereas no significant difference was found in the cross-tabulation. However, there
remained no significant dlfference between Hispanic and white women 1n the average
duration of benefits.’

The results for age show that when age was entered into the regression as a single
continuous variable, no significant effects were found on duration or exhaustions for
either the whole sample or for the male and female subgroups. However, a continuous
variable may not be appropriate, since duration may not increase or decrease uniformly
with age. For example, it may be that older groups of workers and younger groups are
more similar in average duration than those in the middle age ranges.

To test these relatlonshlps, addltlonal regressions. (not shown) were estimated using

the age categories in Table 16 as variables. Invthese regressions, as in the .cross-

tabulations, several significant effects were found for both the whole sample and for

females, while no significant effects were found for males. However, while the
cross-tabulations showed significant results only for benefit exhaustions, significant
effects were found in the regressions for both duration and exhaustions. In the
cross-tabulations, the highest exhaustion rates were found for the 25-34 'and 65 and
over age groups, while exhaustions were low for the 45-54 age group. The regression
results indicate that both duration and exhaustions tend to be high for those in the
25-34 and 55-64 age ranges, low for those in the 45-54 age group and lowest for those
65 and over. The biggest difference between the cross-tabulations and the regressions
was that, when factors such as potential weeks of benefits and pensicn receipt were
controlled for in the regressions, the 65 and over group switched from having appar-
ently hlgh exhaustion rates to having the lowest average duratlon and exhaustlons.

5. o - . L ‘ , _
The other six percent of the "other nonwhite" category consists of American Indians,
Alaskan natives, Asians and Pacific Islanders. Although these groups were omitted

from the cross-tabulations by race, they were included in the regressions in order to -

estimate the effects of all variables on duration and exhaustlons using the entire-
~.nsample._ SR : : . . .
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However, this result should be viewed as tentative because of the small sample sizes
for the 65 and over group. '

The pension status variable indicates whether the claimant had a pension deduction in
the calculation of his/her weekly UI benefit. The pension variable was used in the
regressions for several reasons. First, any source of income other than the claim-
ant's earnings (including unearned income or a spouse's earnings) will tend to reduce.
the claimant's incentive to find work. Second, an older person receiving a pension
may be more likely to consider himself/herself retired than a person not receiving a
pension, and thus may have a more tenuous labor force attachment. Third, the pension.
variable was strongly correlated with age and some other variables, and was used to
produce unbiased estimates of these related variables.. »

As expected, receipt of a pension increased both the duration of benefits and the
probability of exhausting benefits. After controlling for other factors, those with
pensions collected on average almost 4 weeks more of UI benefits than those without
pensions, and had a 2.4 percentage point higher probability of exhausting benefits.

The remaining data in the upper section of Table B.l relate to wage and UI program
variables. In Part IV (Tables 20 and 22), it was seen that as both the WBR and the =
average weekly wage rose, both the duration of benefits and the exhaustion rate first.
rose, and then fell as declining wage replacement rates reduced the incentive tc
collect UI. 1In the regressions, the effects of each of these variables, the weekly

wage and the WBR, were estimated while holding the other constant. In principle, at
a given weekly wage, an increase in the WBR increases the replacement rate, and,
therefore, would be expected to increase benefit duration'and_exhaustions.  Similarly,
at a given WBR, a higher weekly wage tends to reduce duration and exhausticns, because
it reduces the replacement rate and increases the incentive to return to work. The
relationship between duration and the weekly wage, may also be influenced by other,

unmeasured claimant characteristics (i.e., character£§tics not included .in the re-
gressions), which are correlated with the weekly wage. ’ ’ '

However, these effects are difficult to measure, given the statutory relaticnship
between the WBR and the average weekly wage. In our sample, although the weekly wage
can vary for a given WBR, when the WBR is at the maximum level, the ratio of the WBR
to the weekly wage is fairly constant for WBRs below the maximum.™ Because of this,
the coefficients on the weekly wage in the regressions are essentially estimates of

For the regressions, the pension deduction was subtracted from the WBR to measure the
weekly benefit actually received.  Earnings deductions were not subtracted, however,
because the claimant's full WBR is available if he/she does not choose to work part
time. ‘ ' '

4 ,

" The theory regarding the effects of the weekly wage and the WBR is explained here in
terms of variations in the replacement rate. However, the WBR and the weekly wage
were entered into the regressions separately, rather than entering the replacement
rate itself, in order to allow for effects these variables might have that are
independent of the replacement rate. . : :

5 . . . . : ) ) . ) s . . .
As stated in Part IV of the text, some deviations from the statutory ratio can occur
because of dependency allowances, deductions for pensions and other minor factors.
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the effect of the wage on duratlon for weekly wages above that required to receive the
maximum WBR (1 e., above approximately $350). If the relationship between duration

and wages is dlfferent for .lower weekly wages, the estlmates will be blased for the

lower wage range. :

Although the WBR is essentlally fixed for a given weekly ‘wage, the regression produces
an estimate of its effect on duratlon by using the 1nformatlon on the effect of the
weekly wage on duration. That is, for the range of wages and WBRs below the maximum
' WBR, the regression essentlally subtracts the effect of the wage on duration (which it
‘estimated from variations in wages in the higher wage ranges) from the combined effect
on duration of the increasing wages and WBRs in this range. This produces an estimate
of the net effect of the WBR on duration. However, this estimate should be viewed
with caution, because of the implicit assumption that the effect of the weekly wage on -
duration lS the same in the lower and higher wage ranges.

Despite the-limitationsfof%the estimating‘procedure, the coefficients on the weekly
wage and WBR in the regression have the expected signs, with increases in wages
leading to- lower duration and increases in the WBR associated with increased duration.
For the whole sample, the coefficients show that an increase in the average weekly
wages of $100 per week reduced duration by 0.21 weeks and exhaustions by 1.3 percent-
_ age points. The estimates for the WBR indicate that an increase of $10 in the WBR

increased duration by 0.15 weeks and exhaustions by 0.9 percentage points.

The potential duration of benefits had a con51stently strong effect on both benefit
duration and exhaustions for the whole sample and for all subgroups examined. For the
 whole sample, an add1t10na1 week of potentlal duration increased average actu&dl
,duratlon by about 0.2 weeks and reduced the probability of exhaustlng benefits by “an
average of 2.9 percentage points. The direction of these effects was as expected,
given the dlSCUSSlon and results of the cross-tabulations in Part IV (see Table 22)..
However, it should be cautioned that, since not all claimant characteristics could be
- controlled for in the regressions, the magnitude of these effects may be influenced
by unmeasured characteristics associated with the number of weeks employed in the base
year - (which determlnes potential duratlon)

The regression analysis produced no substantial changes in the industry effects
reported earlier in Table 19 (except that in the regression analysis more significant
differences could be detected). 1In the exhaustion regression, transportation, commu-
nications and utilities no longer had the highest exhaustion rate. It was surpassed
by finance, insurance and real estate and by wholesale trade. However, these three.
industries, plus the "other services" group could not be dlstlngulshed statlstlcally,
»all could be said to have relatlvely hlgh exhaustion rates.

Over all the dlfferences in duratlon and exhaustions by 1ndustry were quite szmllar
for men and women.- Exceptlons were that among men, claimants in retail trade had
above average exhaustion rates and those in "other nonmanufacturing" had low rates,
while among women, claimants in retail trade had about average exhaustions and those
* in "other nonmanufacturing” had high exhaustion rates. The differences for the retail
trade may have to do with the types of jobs men and women have within the industry.
If men have more spe01a11zed ‘types of jobs (e.g., management jobs), it may take them
‘longer to find an appropriate position. The differences in the "other nonmanufactur-
ing" category are more difficult to analyze because of small sample 51zes for sub-
~ groups within thls category.:, : : v - : '
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Results for Sample- with Claim Dates after July 1, 1986

Table B.3 shows regression results for claimants who filed their UI claims after
July 1, 1986. The regression eqguations include the three variables that were not
available for the whole sample. In addition, the industry variable has been collapsed
into a single broad category - goods-producing ‘industries (as opposed to ser-
vice-producing) - because of the smaller sample size. Separate regressions for men
and women are reported in Table B.4. The analysis in this section will focus only on
those variables not available for the full sample, since the effects of the other
variables have already been examined. : :

In the descriptive analysis in Part IV of the report (see Table 18), no significant
relationship was found between education and benefit duration, but the exhaustion rate
was found to decline with higher education 1levels. These results were generally

confirmed in the regression. In the duration regression, the coefficient on education
was negative but not significant. However, for exhaustions, the negative coefficient
was significant at the 90 percent confidence level. The coefficient indicates that an
increase of one year in a claimant's educational level reduced the exhaustion rate by

1.1 percentage points. -

For this sample as a whole, the positive effect of the main wage earner status, found
earlier in Table 18, was significant only in the exhaustion regression. However, for
women (see Table B.4) there is a large positive coefficient for main wage earner in
both the duration and exhaustion regressions. (No significant effects were found for
men.) The coefficients indicate that women who considered themselves the main wage
earner in the family had an average duration of benefits 2.5 weeks' longer than ‘those:
who were secondary  wage earners, and had exhaustion rates 11.8 percentage points
higher. As. discussed in Part IV of the report, these results run counter to our
expectation that a main wage earner would be likely to get-a job more quickly than .a
secondary worker. At this time, no adequate explanation has been found for these
effects. : ' ‘ :

As in the tabulation in Part IV (Table 18), union membership was found to have. no
significant effect on either the duration of benefits or on exhaustions. - :
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TABLE B.1l
DETERMINANTS OF THE DURATION OF UNEMPLOYMENT
INSURANCE BENEFITS AND BENEFIT EXHAUSTION °

: ~ B : , Number of Weeks ‘ v :
Explanatory of Benefits Paid . Benefit Exhaustion

Variables - ‘ o " Coefficient t-Statistic —~ Coefficient t-Statistic
Female I ' =0.207 -0.720 -0.023  -1.495
Black Race® - | . 2.680%* 8.025 0.170%* 9.489
Other Nonwhite Race” | 1.274%%  3.644 0.081** 4.295
Age (Years) | -0.010  -1.020 0.000  0.489
‘Pension Status® . : 3.977%% 4.397 0.244%* 5.037
 Average Weekly Wage (100s) -0.206% -2.421 -0.013%* -2.772
| Weék;y'senefii Rate (10s) 0.149%% 4,005  0.009%%  4.697
Potentiai ﬁeeks of UI éénefits 0.183** 5.871 ' -0.029**> -17.392

FIndhstgzc

Apparel - 0 0.739 1.358  _0.105%* -3.588

_Other Nondurable

Manufacturing 0.315 ~  0.669  =0.013 =0.501
Constiuctionbv ,. o -0.973* -2.018 -0.146%* -5.667
Transp./Comn./Util. 1.935%% 3.306 0.044 1.403

Wholesale Trade . 2.760%% 5.048 0.058% 1.989
Retail Trade 1.496%% 3.093 0.006 - 0.243
_finance/Insur./Real Est. 3.710%% 4.210 | ‘0.100* © 2,114

._Bﬁsiness sérvices  0.995+ 1.684 ~0.019  -0.588

~ Other Services . 1.951% 4.123 . 0.032 1.259

:”b£her Nonmanufactu;ingd : : 1.349* - 2.261 ~-0.044 v-i.364

:-b~intercept R 7?556;* 7.502 0.899%%  16.223

~




TABLE B.1l (cont'd)

DETERMINANTS OF THE DURATION OF UNEMPLOYMENT
INSURANCE BENEFITS AND BENEFIT EXHAUSTION

Summary ' Number of Weeks

*%

Statistics of Benefits Paid Benefit Exhaustion

R2 0.042 : ~ 0.098

F-Statistic S 11.93 ‘ ‘ 29.48

Degrees of Freedom o (18,4895) - (18,4895) .

NOTE: The coefficients show the effect of each characteristic on the dependent'

variable (duration or exhaustion), and were estimated using ordinary least
squares regression analysis. Benefit exhaustion is a binary variable equal
to 1 if the claimant exhausted benefits, and equal to 0 if the claimant did
not exhaust benefits. The significance of a coefficient is determined by
the absolute value of the t-statistic (i.e., irrespective of the sign).
Using a two-tailed test, a coefficient is significant at the 95 percent

" confidence level if the t-statistic is 1.960 or greater. Confidence levels
of 90 percent and 99 percent are associated with t-statistics exceedlng
1.645 and 2.576, respectively.

Coefficient is statistically significant at the 95 percent confidence 1level
(two-tailed test).

Coefficient is significant at the 99 percent confldence level.

Coefficient is significant at the 90 percent confidence level.

The race variables are binary (or "dummy") variables equal to 1 if the claimant
is a member of the race specified, equal to O otherwise. - The coefficients for
race show the difference in mean duration (or benefit exhaustion) between the
specified race and the "left out" category, in this case whites.

Pension status indicates whether the claimant has a -pension deductlon in the
calculation of his/her weekly UI benefit.

For industry, the "left out" category is durable goods manufacturlng. Thus, the
coefficients on the industry variables show the difference in mean duration, or
exhaustions, between the specified industry and the durable goods industry.
Includes agriculture, mining, government :administration and nonclassifiable
establishments. o
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TABLE B.2

DETERMINANTS OF THE DURATION OF UNEMPLOYMENT INSURANCE

BENEFITS AND BENEFIT EXHAUSTION BY SEX

Explanatory
Variables
a

Black Race

Other Nonwhite Racea

Age (Years)

. b

Pension Status

Aveiage Weekly Wage (100s)
Weekly Benefit Rate (10s)

Potential Weeks of UI Benefits

Industryc'

Apparel

Other Nondurable Manufacturing

Cénstruction
Transp;/Comm./Util.
Wholesale Trade
-Retail Trade

Finance/Insur./Real Est.

Number of Weeks
of Benefits Paid

Male Female
3.628%*%  1,406%*
(8.333)  (2.671)
1.962%%  0.619
(4.167)° (1.168)
-0.007  -0.013

(-0.515) (~0.822)
2.699%  4.874%*
(2.206)  (3.543)
-0.137 0.062

(-1.509)  (0.218)
0.061 0.170%
(1.215) - (2.251)
0.222%*  0.117%
(5.912)  (2.129)
-0.379 1.658*

(-0.356)  (2.353)
-0.279 1.038

(-0.461)  (1.401)
-1.400%*  2.060

(-2.606)  (1.216)
1.216+  3.084%*

(1.689)  (3.079) -
1.693*%  3.931%*
(2.377)  (4.625)
1.283*%  1.864*
(1.991)  (2.529)
4.412%% - 3.668%*
(3.259)
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(3.082)

Benefit Exhaustion

Male

0.204**

(8.542)

0.095*%

(3.676)

0.001
(1.125)

0.136*
(2.032)

-0.010*
(=2.003)

0.005+
(1.684)

-0.028*%*
(-13.789)

-0.150%
(-=2.574)

-0.015
(-0.444)

-0.166**
(-5.626)

0.026
(0.656)

0.012
(0.311)

0.018
(0.509)

0.115
(1.553)

Female

0.118%*
(4.309)

0.066%*
(2.371)

-0.000
(=0.239)

0.340%**
(4.738)

-0.002
(-0.142)

C.011**
(2.711)

-0.030*%
(-10.342)

-0.072+
(-1.949)

-0.011
(-0.287)

0.071
(0.805)

0.068
(1.294)

0.108%
(2.442)

0.000
(0.005)

0.102
(1.635)



TABLE B.2 (cont'd)

DETERMINANTS CF THE DURATION OF UNEMPLOYMENT INSURANCE
BENEFITS AND BENEFIT EXHAUSTION BY SEX

Number of Weeks

Expianatory » ‘ '  of Benefits Paid- . BenefitlExhaustion
Variables o _ ‘Male  Female ‘ Male - Female

Industrzc‘(cont'd)

Business Services . 0.803 1.252 -0.038  =0.002
- (1.017) '(1 404)  (-0.878) (-0.049)
Other Services A 1.422% - 2.590%* 0,005 0.059
' (2.152) = (3.726) (0.144)  (1.630)
OtherNonménufacturingd R ‘0.466: >_>2.7405? - =0.078+ 0.012
L - (0.631) (2.744) (~1.913) (0.221)
Intercept o , 8.166%* = 7.945%%  0,944%% 0.854%%
' ’ (6.308)  (4.689) (13.297) (9.672)
R2 » : ~ 0.064  0.033  0.119 °  0.080
F-Statistic ' - ' 10.96 4.36 - 21.67 . 11.00
Degrees of Freedom o (17,2731) (17,2147) o0 (17,2731) 0 - (17,2147)
NOTE: The coefficients show the effect of each characteristic on the dependent

*%

. variable (duration -or exhaustion), and werewestimated'using.érdinary least
squares regression analysis. Benefit exhaustion is-a binary variable equal

‘to 1 if the claimant exhausted benefits, and equal to 0 if the claimant did

not exhaust benefits. T-statistics are reported in parentheses. The
significance of a ccefficient is determined by the absclute value of the
t-statistic (i.e., 1rlespect1ve of the sign). Using a two-tailed test, a
coefficient is significant at the 95 percent confidence level ‘if the

t-statistic is 1.960 or greater. Confidence levels of 90 percent and 99

- . percent are associated with t—statlstlcs exceedlng 1.645 and 2.576, respec-'
tively..

Coefficient is statlstlcally s1gn1f1cant at the 95 percent confldence level'

(two-tailed test).:

- Coefficient is significant at the 99 percent confldence 1eve1.

Coefflclent is significant at the 90 percent confidence level. :
The race variables are binary (or "dummy") variables equal to 1 lf the clalmant‘
is a member of the race specified, equal to 0 otherwise. The coefficients for
race show the difference in mean duration (or benefit. exhaustlon) between the
specified race and the "left out" category, in this case whites.

Pension status indicates whether the claimant has a pen51on deductlon in. the
calculation of his/her weekly UI beneflt. -

For industry, the "left out" category is durable goods manufacturlng. Thus, the:
coefficients on the industry variables show the difference in mean dnratlon, or.
exhaustions, between the specified industry and the durable goods industry.

- Includes agriculture, mining, -government admlnlstratlon and nonclq551f1able'
‘establishments. : : :
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TABLE»B;3‘
DETERMINANTS OF DURATION OF UNEMPLOYMENT INSURANCE BENEFITS AND

BENEFIT EXHAUSTION FOR RECIPIENTS FILING CLAIMS.
DURING JULY - NOVEMBER 1986

‘Number of Weeks

Explanator?" ' of Benefits Paid - Benefit Exhaustion

* %

Variables ‘ , Coefficient t-Statistic Coefficient t-Statistic
. Female ‘ : - ©0.235 . 0.393 -0.003 -0.103
~ Black Race® . 3.391%% 4.782 . 0.222*%%  5.876
" Other Nonwhite Race® < 1.737% 2.207 ’ 0.069. 1.634
~ RAge (Years) - .. 0.031 1.359 - 0.001 0.876
- Years of Education =  -0.148 T =1,264 -0.011+: -1.705
'Main Wage Earner "~ . 0.854 1.457 : 0.079%* 2.526
Union Member . S ~=0.317 -0.470 - =0.020 - -0.555
Pension Status -~ 3,203+ - 1.800 - 0.214% 2,258
' Average Weekly Wage (100s) =~ = -0.016 - =0.090 - =0.015 = = -1.564
Weekly Benefit Rate (10s) 0.o88 1.139 ‘ 0.011** . - 2,766
Potential Weeks of UI Benefits - 0.280%% 4.184 . =0.029%* -8.101
: GoOds—producing.Industriesc~ . =1.389%* ©=2.419 ’ -0.077* -2.526
Intercept IR C o 7.433%% 3.052 0.990%* 7.629
R2 - : E _ - 0.049 T : 0.107
F-Statistic o : ' 4.94 - . o o 11.45
: Degrees of Freedom : B (12,1145) ' ' (12,1145)
"NOTE: The coefflclents show. the effect of each characterlstlc on the dependernt

‘variable (duration or exhaustion), and were estimated using ordinary least:

- squares regression analysis. Benefit exhaustion is a binary variable equal
. to 1 if the claimant exhausted benefits, and equal to 0 if the claimant did
" not exhaust benefits. The significance of a coefficient is determined by

the absolute value of 'the t-statistic (i.e., irrespective of the sign).

.Using'a,two-tailed'test, a coefficient is significant at the 95 pezcent;
confidence level if the t-statistic is 1.960 or greater. Confidence levels

‘of 90 percent and 99 percent are associated w1th t-statistics exceedlnq
1.645 and 2.576, respectlvely.

x»Coeff1c1ent is statlstlcally 51gn1f1cant at the 95 percent confldence level .

(two~tailed test)

" Coefficient is s;gnlflcant at the 99 percent confidence 1eve1.

Coefficient is significant at the 90 percent confidence’ level.

' The race variables are binary (or "dummy") variables equal to 1 if the claimant

is a member of the race specified, equal to O otherwise. The coefficients for
race show the difference in mean duration (or benefit exhaustlon)“between the

‘specified race and the "left out™ category, in this case whltes.'
Pension status indicates whether the claimant has a. pen51on deductlon in the,

calculation of hls/her weekly UI benefit.

Goods produc1ng 1ndustr1es include agrlculture, mlnlng, manufactur;ng'andvcon-

structlon.
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TABLE B.4

' DETERMINANTS OF THE DURATION OF UNEMPLOYMENT INSURANCE
BENEFITS AND BENEFIT EXHAUSTIONS BY SEX, '

'FOR RECIPIENTS FILING CLAIMS DURING JULY - NOVEMBER 1986

Explanatory
Variables
a

Black Race

Other Nonwhite Race’

Age (Years)

Years of Education -

Main Wage Earner

Union Member

. _ b

Pension Status
. Average Weekly Wage (100s)
Weekly Benefit Rate (10s)
PotentiaIVWeeks of UI Benefits
Goods--Pr:oélucirjxg'Indus.*l:ryc

vIntercept‘

Number of Weeks

of Benefits Paid

(2.812)

Male Female
4.686%* 1.271
(5.083)  (1.141)
2.195% 1.247
(2.027)  (1.067)
0.026  0.045
(0.817)  (1.340)
-0.152  =0.210

(=0.987) (=1.153)
-0.869 2.455%%
(=1.005)  (3.048)
 -0.282  -0.494
(=0.340)  (=0.425)

1.925 3.989
(0.813)  (1.448)
0.135  -0.024

- (0.684)  (-0.044)
-0.032  0.182
(=0.299)  (1.200)

0.326%*  0.210+

(3.928)  (1.873) .
-1.242+ -1.510
(-1.674)  (-1.632)

9.058%*  7,945%

(2.079)
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Benefit Exhaustion

Male

0.302%* "’

(6.016)

0.070
(1.186)

0.001

(0.352)

-0.013
(=1.523)

1 0.043

(0.907)

-0.005
(=0.113)

' 0.091

(0.705)

-0.005
(-0.483)

 0.005

(0.934)

-0.024**
(-5.376)

 -0.054

(~=1.343)

 0.992%%

Female
0.105+
(1.809)

- 0.082
- (1.346)

0.002
(0.931)

-0.013
(-1.319)

0.118%%

: (2,817)

-0.047
(~0.778)

0.357*
(2.495)

-0.036
(-1.300)

0.021%%
(2.618)

—0.036%*
(-6.191)

-0.117%

(-2.439)

1.099%%
(5.531)



TABLE B.4 (cont'aQ)
DETERMINANTS OF THE DURATION OF UNEMPLOYMENT INSURANCE

BENEFITS AND BENEFIT EXHAUSTIONS BY SEX, »
FOR RECIPIENTS FILING CLAIMS DURING JULY - NOVEMBER 1986

Number of Weeks

Summary o - .~ of Benefits Paid = - Benefit Exhaustion

%%

Statistics . Male Female Male Female
R2 0.072  0.055 - 0.112 0.125
F-Statistic - ' - 4.45  2.68 7.18 . 6.60

- Degrees of Freedom ’ N (11,627) (11,507) (11,627) ;,‘ (11,507)
e " '

NOTE: The coefficients show the effect of each characteristic on the dependent

variable (duration or exhaustion), and were estimated using ordinary least
squares regression analysis. Benefit exhaustion is a binary variable equal
to 1 if the claimant exhausted benefits, and equal ‘to 0 if the claimant did
" not exhaust benefits. T-statistics are reported in parentheses. The
significance of a coefficient is determined by the absolute value of the
t-statistic (i.e., irrespective of the sign). Using a two-tailed test, a

coefficient is significant at the 95 percent confidence level if" the’

t-statistic is 1.960 or greater. Confidence levels of S0 percent and 99

percent. are associated with t-statistics exceeding 1.645 and 2.576, respec-

tively.

Coefficient is statistically significant at the 95 percent confldence level
(two-tailed test). C

Coefficient is significant at the 99 percent confldence level

" Coefficient is significant at the 90 percent confidence level.
The race variables are binary (or "dummy) variables equal to 1 if the claimant is-
a member of the race specified, equal to O otherwise. The coefficients for race.

show the difference in mean duration (or benefit exhaustion) between the speci~
fied race and the "left out" category, in this case whites.

Pension status indicates whether the claimant has a peuslon deductlon in the
calculation of his/her weekly UI benefit.

Goods-produc1ng industries include agrlculture,.mining, manufacturing and con- .

structlon.
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