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Trends in unemployment

insurance benefits

The share of the unemployed receiving

unemployment insurance declined slowly, but consistently,
starting in the 1940’s, dropped dramatically

during the 1980-84 period, and remains low

he Federal-State unemployment insur-
I ance (UI) system, created in 1935, was
designed to provide temporary wage re-
placement for unemployed workers who have
demonstrated a strong attachment to the labor
force and to assist in stabilizing the national
economy during cyclical economic downturns.
The nature of the system assigns different re-
sponsibilities to the Federal and State govern-
ments. Although broad Federal laws ensure con-
sistency in areas where uniformity is considered
essential, States determine most of the details of
program operations and administration. As a re-
sult, many features of the system vary greatly
among States.

Insurance programs

Two separate, but interrelated, programs cur-
rently provide income support to qualified un-
employed workers; the permanent, regular, State
ul programs and the Federai-State Extended
Benefits program. In addition, during every re-
cession since 1958, emergency supplemental Ul
benefit programs have been enacted by Congress
on an ad hoc basis. The characteristics of the
three components of the UI systern are discussed
in more detail below.

Regular State unemployment insurance. Regu-
lar State UI programs generally provide up to
26 weeks of benefits 10 qualified unemployed
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workers. The eligibility of an unemployed
worker is determined by State laws regarding
monetary factors (such as fecent earnings his-
tory) and nonmonetary factors (such as the rea-
son for separation from employment and cur-
rent availability for work). The duration and
amount of benefits for eligible individuals are
based primarily on an individual’s recent earn-
ings history.

State taxes on employers! finance most benefits
paid by the program.” Tax rates vary among em-
ployers in the same State and are based partially
upon the level of past Ul claims that were made by
an employer’s former employees. Federal taxes
imposed by the Federal Unemployment Tax Act
pay for the administration of State UT programs
and the Federal share of the Extended Benefits
program. The total amount paid by the regular
program is cyclical with the level increasing as
the number of unemployed increase during peri-
ods of economic downturn. In 1993, more than
322 billion was paid in regular benefits.

Federal-State Extended Benefits. The Federal-
State Extended Benefits program provides up to
13 additional weeks of benefits to individuals
who have exhausted their regular Ul benefits.
Half of the cost of extended benefits is financed
by the Federal government and half is paid by
the State distributing the benefits. Extended
Benefit amounts are the same level as the State’s
regular benefits.




Extended Benefits are available only when a measure—
uswally, the Insured Unemployment Rate-—of State unem-
ployment rises above a particular level. Most States currently
use the insured unemployment rate as the only “trigger” for
the program. Because this rate is determined by the number
of regular UI claimants in a State, eligibility for extended
benefits in most States is affected directly by States’ U eligi-
bility laws. As a result, a decline in the percentage of the
unemployed who receive regular Ut benefits has contributed
directly to a drop in the number of States in which Extended
Benefits are available.

Emergency benefit programs. The Emergency Unemploy-
ment Compensation program is a temporary benefits pro-
gram that the Congress enacted in November 1991 and ex-
tended on several occasions. The Congress allowed the pro-
gram to expire in February 1994. This emergency compen-
sation program was similar in many ways to several previ-
ous emergency programs, which the Congress enacted dur-
ing recessions. For example, the Federal Supplemental Ben-
efits program paid benefits between 1975 and 1978, and the
Federal Supplemental Compensation program paid benefits
between 1982 and 1985,

The number of additional weeks of benefits that were
available in the Emergency Unemployment Compensation
program depended on three factors: when the claimang first
applied for these benefits, a State’s unemployment rate, and
the national unemployment rate. Claimants for Emergency
Unemployment Compensation were required to meet their
State’s eligibility criteria, in addition to Federal require-
ments recompensation while it operated.

Because the Federal Government finances all the costs of
emergency unemployment benefits, but only 50 percent of
Extended Benefits costs, States took advantage of the option
to provide Emergency Unemployment Compensation, Fol-
lowing the most recent recession, the Emergency Unemploy-
ment Compensation program nearly replaced the Extended
Benefits program entirely (payments of exiended benefits
since 1991 have been less than $400 million). In total, the
Emergency Unemployment Compensation program cost
more than $26 billion; a significant proportion was financed
out of general government revenues.

The unemployed

Characteristics of the unemployed differ slightly in compari-
son with the civilian labor force. (See table 1.) In particular,
younger individuals, men, and blacks are disproportionately
represented among the unemployed. Individuals who seek
Ut benefits tend o be older than unemployed workers in gen-
eral; men also are disproportionately represented.

The percentage of Ul claimants who have exhausted their
regular benefits during recessions has increased in most re-

cessions since 1970. Similarly, the average duration of un-
employment spells has increased, as has the percentage of
individuals who have been unemployed for particularly long
periods. The number of job losers on layoff has increased,
while the percentage of the unemployed who are new en-
trants to the labor force has decreased.

Trends in regular State ui programs

The regular UI system can be examined, using several mea-
sures: the percent of the labor force that is covered under the
Ul program; standards regarding eligibility for UI benefits
among the unemployed; the amount of Ul benefits received;
the duration of the benefiis; and the percentage of the cov-
ered population that receives Ut benefits.

Coverage. The percentage of the work force covered by the
UI sysiem (workers whose employers pay UI taxes on their
wages) has increased. (See chart 1.) The most recent signifi-
cant increases in coverage were legislated in the 1970°s, when
several groups, including State and local government em-
ployees, many household workers, and employees of small
businesses, were covered for the first time. Now, UI coverage
is nearly universal, extending to more than 90 percent of ci-
vilian employment in the United States. This includes nearly
all wage and salaried workers, representing 106 million em-
ployees. The only major groups that currently remain uncov-
ered are workers on farms defined as “small,” and the self-
employed,

Eligibility. Eligibility criteria for UI benefits vary among
States. However, three general principles apply in all States;
individuals must earn a certain minimum amount in a par-
ticular period to be eligible; eligible individuals must be avail-

m Charactenshics of fhe 1obof force and recipients of
unemployment insurance, 1993
[In percent]
Unemployment
Characteristics Clvillan Total insurance
labor force | unemployed claimants
Age:
181034 .. v 43 58 42
3B5tos4...... 45 34 46
55 and over ..., 12 8 12
Gender:
Men........cccoovnmruriisenna. 54 56 60
Women .......ceovcieene 46 44 40
Race:
L;071( a5 75
Black ....... 11 21 -
(811 1- OO 4 4 -
Note: Dash indicates data ara not available.
Source: U.S. Department of Labor, Bureau of Labor Statistics {1994) and
unemployment Insurance data.
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able and able to work, and, accord-
ing to requirements of most States,
must actively seek work; and eligible

Chart 1.

Percent

Work force with unemployment insurance coverage, as a percent
of the work force, 1947-93

Percent

individuals must have lost their jobs
due to no fault of their own. This lat-
ter requirement tends to exclude most
employees who quit their jobs and in-
dividuals who have been fired for
cause. :
Although many State policy
changes have restricted eligibility, in- 8o |
dividual wages have simultaneously
increased as a result of inflation, al-
lowing more individuals to reach the 70
minimum earnings threshold. Esti-
mates suggest that these two trends
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with eligibility remaining fairly con-
stant at approximately 43 percent of
the unemployed.’
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weekly benefils in most States are ap-

proximately 50 percent of some measure of his or her previ-
ous weekly earnings. The average amount received by work-
ers in 1993 was approximately $180 per week.*

Duration of benefits. In most States, the potential duration
of UI benefits also is based on an individual’s recent earn-
ings.” Maximum duration is uniform among States; all but
two provided a maximum of 26 weeks of benefits in 1993.5In
general, the average potential duration of benefits has in-
creased gradually, as has the average duration of unemploy-
ment spells. (See chart 2.)

Trends in receipt of ul benefits

Two trends have become apparent in the UI benefits program.
The percentage of the unemployed who receive UI benefits
(referred to as “recipiency™) has declined slowly, but consis-
tently, since the 1940’s; and the percentage of recipients has
dropped dramatically between 1980 and 1984 and has re-
mained at a low rate throughout the 1980’s and early 1990s.

These declines are of considerable concem. They threaten to
undermine the two primary functions of the UI system: partial
replacement of wages for unemployed workers, and countering
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economic downturns by automatically injecting more money
into the economy during periods of high unemployment. The
insured unemployment rate is the primary method that acti-
vates the Extended Benefits program during recessions. Be-
cause the decline in the percentage of recipients is reflected in
the insured unemployment rate, the decline also has had the
effect of weakening the countercyclical effectiveness of the Ex-
tended Benefits component of the Ul system.

The two declines have likely been caused by a combina-
tion of factors that tend to have similar effects on the U1 sys-
tem. The long-term decline is probably a partial result of
broad shifts in labor market demographics, with industrial
shifts such as the decline in manufacturing, and increases in
UI coverage. To the extent that the percentage of the unem-
ployed who receive UI benefits has decreased over the long-
term, the UI program no longer responds to the needs of a
growing portion of the unemployed population.

Several researchers have identified the causes of the re-
cent, more short-term decline in recipiency nationwide. Four
factors have been identified as the primary causes, although
the results have not been wholly consistent and research-
ers have had substantial difficulty in separating the effects
fully.



First, policy changes were made on the Federal and State
levels that appear 10 have reduced the percent of the unem-
ployed who receive benefits. Second, an increasing percent-
age of the unemployed live in States in which the percent of
the unemployed who receive benefits is consistently below
the national average. Third, the unionized percentage of the
work force, in which rates of UI claims have historically been
high, has declined. Fourth, the percentage of the work force
employed in the manufacturing sector, in which rates of UI
claims also have been high, has declined.

Who receives benefits?

Twao primary siatistics that generally measure recipiency are
the ratio of the insured unemployment rate to the total unem-
ployment rate,” and the ratio of Ul claimants to the total num-
ber of unemployed.® The two ratios are highly correlated. (See

chart 3.) The ratio of the insured unemployment rate to the

total unemployment rate is more difficult to interpret than
the ratio of Ul claimants to the total number of unemployed
because of various mathemalical complications related to the
definitions of the populations that are counted. This can re-
sult in a measure that is above 100 percent, Still, the ratio of
insured unemployment rate to the total unemployment rate

ratio is widely reported, and the insured unemployment rate
is particularly important because it represents the primary
trigger for the Federal-State Extended Benefits program.

Both ratios are based on a measure of the number of Ul
claimants, which is collected weekly by States. The total num-
ber of claimants, however, includes some individuals who do
not receive Ul benefits but are counted among the insured un-
employed for a particular week, Three primary groups of indi-
viduals fall into this category: individuals who are ona 1-week
waiting period before they begin to receive benefits; claimants
who ultimately are dented benefits for nonmonetary reasons;
and claimants who are disqualified from collecting benefits in
a pariicular week for reasons that include the requirements
that recipients be able and available for work and that claim-
ants who are working do not exceed a particular level of in-
come in a week, Including these groups has tended to inflate
the measure of Ul recipiency by 10 to 15 percent per year.

Trends and implications

Both recipiency measures have shown a long-term decline
and a more shori-termn dechne. {(See chart 3.Y The measures
also vary considerably across States: in 1993, the ratio of
claimants to total unemployed ranged from 15 percent in

WDuraﬁon. in weeks, of unemployment sgf9ll3s and maximum potential duration, in weeks, of

unemployment insurance benefits, 195
Number of weeks Number of weeks
25 Maxirum potential 25
duration of benefits '
2 20
Average duration of unemployment
15 15
10 10
0L 10
1950 1954 1958 1962 1866 1970 1874 1978 1982 1088 1980
NOTE: The 1979 figure for duration of benefils was interpolated and substituted for erronecus data.
SOURCES: Council of Economic Advisers (1994) and U.S. Depariment of Labor (1994).
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South Dakota to 64 percent in Alaska. (See table 2.) An addi-
tional measure, the ratio of UI claimants to total job losers,
also has demonstrated long-term and short-term declines.
(See chart 4.}

In an analysis of the characteristics of unemployed indi-
viduals who were not receiving benefits, the Congressional
Research Service found that they were typically young, did
not head families, and were not the primary source of income
in their families. Generally, they have lower-than-average in-
comes before and after unemployment. However, only 42 per-
cent of those who were employed full-time for 1 year before
the start of their unemployment spell received benefits.’

Long-term trends. In the long term, the ratio of insured un-
employment rate to total unemployment rate has dropped
approximately 60 percent since 1947, and the ratio of UI
claimants to the total number of unemployed has declined
approximately 40 percent over the same period. These trends
suggest that the UI program has been serving an ever-decreas-
ing percentage of the unemployed, with periodic increases dur-
ing recessions. This was largely the result of recessionary in-
creases in the percentage of the unemployed who are job losers,

Short-term trends. In addition to the long-term decline in
recipiency, the ratio of the insured unemployment rate to the

total unemployment rate and the ratio of Ul claimants to the
total number of unemployed declined sharply in the early
1980"s. By 1984, the number of unemployed collecting uI as
a percentage of total unemployment had dropped to 28.5 per-
cent, the lowest recorded percentage since 1947, when such
data were first collected. The ratio has increased slightly since
1984, but has remained lower than its historical average. The
period of the early 1980°s was the first during which the ratio
of UI claimants to the total number of unemployed did not
increase significantly as the unemployment rate peaked. (See
chart 5.) This represents a fundamental shift from the dy-
namic trends that had marked the UI program since its incep-
tion.'® Gary Burtless and Daniel Saks noted that the strong
and stable statistical relationship between the number of Ul
claimants and number of job losers ended in the early 1980°s.1

The declines in recipiency are potentially significant for
several reasons. First, they threaten to undermine the capac-
ity of the UI system to provide partial wage replacement for
unemployed workers and to counter economic downturns by
automatically pumping more money into the economy dur-
ing periods of high unemployment. The effectiveness of the
system in performing these two roles is a direct function of
the percentage of the unemployed whom the program serves.

Furthermore, the decline of the insured unemployment rate
relative to total unemployment has weakened the countercyclical
effectiveness of the UT system: the insured

Measure of recipients in regular State Ul programs, 1947-93

Percent
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mechanism to activate the Extended
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1 Thus, the decline in the insured unem-
1 100 ployment rate has resulted in a signifi-
i cant reduction in the number of States
| in which extended benefits are available.
- 80 The long-term decline

470 Research suggests that the long-term de-

_ cline is primarily a result of changes in
the demographic composition of the la-
. bor force and that the decline in one mea-
sure (the ratio of the insured unemploy-
ment rate to the total unemployment rate)
is partially the result of increases in UI
coverage.

Broad demographic changes. A pri-
mary cause of the decline in the ratio of
Ul claimants to the total number of un-
employed before 1980 was the chang-
ing demographic compaosition of the

0
1947 1951 1955 1959 1963 1967 1971 1975 1979 1983 1987 1991 1993
SOURCES: Council of Economic Advisers (1994) and U.S. Department of Labor (1994).

jobless, according to Burtless and
Saks.'? Throughout the 1960’s and
1970°s, as many women and young
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workers from the baby-boom generation entered the labor
force, they also made up a higher percentage of the unem-
ployed. As a result, men of prime workihg age, who are the
most likely 1o receive Ul benefits, declined considerably as a
percentage of the unemployed. Burtless and Saks found that
such demographic changes explain a large percentage of the
decline in the ratio of UI claimants to the total number of
unemployed before 1980,

While the impact of demographic changes described by
Burtless and Saks declined after 1980, other demographic
changes have continued or even accelerated in the 1980’s
and 1990's. Perhaps the most significant change is the con-
tinuing increase in the number of two-camer families. Al-
though empirical research has not addressed this issue, the
increase in two-earner households has most likely reduced
the need among some workers to apply for Ul benefits when
they become unemployed. Thus, it is possible that various
broad demographic changes continue to have a negative im-
pact on the rate of Ul recipiency.

Increases in UI coverage. Newly covered employees in the
1970's were probably less likely to apply for 1 compensation
than previously covered groups.'* As a result, the insured un-
employment rate (the number of Ul claimants as a percentage of
jobs covered by uI), declined because of the increased coverage
of the system. Burtless and Saks suggest that the insured unem-
ployment rate may have declined by between 0.5 and 0.8 per-
centage points because coverage was extended twice in the
1970°s." Such a decline would account for a large percentage
of the decline in the ratio of the insured ynemployment rate 1o
the total unemployment rate in this period, although it would
not be expected to have the same effect on the ratio of U1 claim-
ants to the total number of unemployed.

Decline in manufacturing. Buriless and Saks also identified
the shift of workers from manufacturing and other industries
with high recipiency rates as a primary cause of the long-
term decline in the number of recipients. They report that
estimating with precision the magnitude of this effect is diffi-
cult. The decline in manufacturing also has been identified
as a significant cause of the decline during the 1980%s.'

The short-term decline

Research examining the decline in U recipiency that occurred
in the early 198(s continues to be inconsistent. The variability
of the results is an indication of the difficulty researchers have
had quantifying the impact of the four factors identified earlier:
changes in Federal and State policy, population shifts, declin-
ing unionization rates and the decline in manufacturing. A com-
bination of some or all of these factors probably contributed
significantly to the short-term decline.

Policy changes. During the 1980’s, several changes in Fed-
eral and State law appear to have contributed to the drop in
the percentage of the unemployed who received unemploy-
ment benefits. Overall, the Federal General Accounting Of-
fice found that policies designed to improve the solvency of
State trust funds reduced the recipiency among unemployed
individuals.'® Most significantly, numerous State laws were
changed to restrict eligibility and reduce benefit levels, partly
in response to-Federal policies that encouraged States to adopt
more restrictive legislation for regular State unemployment
programs. Several Federal laws, most notably the decision to
tax Ul benefits, also directly reduced the value of unemploy-
ment benefit levels,

Federal policies. During the 1980°s, Federal regulations gov-
erning State Ul trust funds were changed significanily. Be-
ginning in 1982, States were required to repay with interest
Federal loans to their trust funds. Previously, the loans were
interest-free and repayment requirements were unclear, States
with loans also were required to adopt other specific mea-
sures to ensure solvency.

Overall, these changes provided incentives to States to
avoid the need for future loans by reducing the scope of State
programs. In addition, States were given other direct incen-
tives, linked to Federal Extended Benefits funds, to tighten
Ul eligibility requirements and to reduce UI benefits. Taken
as a whole, State policy reflected these changes in Federal
policy. Federal laws also were changed in ways that directly
affected the recipiency rate, In 1979, U1 benefits for the first
iime were partially taxed, and in 1986, all unemployment
benefits became subject to taxation. States also were required
to reduce or eliminate UT payments to unemployed workers
who received pensions or Social Security payments. Walter
Corson and Walter Nicholson found that, overall, between
I1 percent and 23 percent of the total decline can be attrib-
uted directly to various Federal policy changes. Specifically,
between 11 percent and 16 percent of the decline is due to
partial taxation of benefits and up to 7 percent is the result of
less generous Extended Benefits programs.!’

State policies. The GAO reported that, between 1981 and
1987, 44 States adopted tighter monetary eligibility standards
or stricter disqualification provisions for their regular Ut pro-
grams. Many of these State changes probably were the result
of Federal incentives to tighten eligibility, although deter-
mining the precise impact that changes in Federal legisla-
tion alone had on the policy decisions of States is impossible.
Some research has found that these and other changes in State
policy account for a significant percentage of the decline in
recipiency.

Corson and Nicholson found that between 21 percent and
535 percent of the decline in the number of recipients is attrib-
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utable to State policy changes. Specifically, the decline is
due to:

* 9to 11 percent to increases in denial rates for disquali-
fying income;

* 3 to 11 percent to increases in the minimum earnings
required to qualify for UT;

* 2 to 11 percent to increases in the denial rate for mis-

. conduct;

* upto 13 percent to changes in voluntary separation stan-
dards:;

* 5 percent to reductions in maximum duration of ben-
efits;

* 2 to 4 percent to changes in wage replacement rates.'

Corson and Nicholson also found that the ratio of UI claim-
ants to the total number of unemployed would have increased
between 1 percent and 13 percent as the result of reductions
in work test denials, partially canceling the effects of the other
factors."”

Burtless and Saks also concluded that State legislative and
administrative changes are the primary cause of the decline
in rates of change in the number of recipients, but they did
not present estimates of the magnitude of the effects of these
changes.”®

Marc Baldwin and Richard McHugh suggested that State
policy changes account for 54 percent of the 197990 decline
in recipiency.” An updated work by Baldwin, however, found
sharp reductions in the apparent effects of State policy
changes.? Baldwin and McHugh attributed the decline to:

* 21 percent to increases in the minimum earnings re-
quired to qualify for ur;

* 16 percent 1o increases in the earnings required to qualify
for the maximum benefit;

* 8 percent to increases in the number of States with dis-
qualification periods for job quitters;

* 7 perceni to increases in the number of States with dis-
qualification periods for refusal of suitable work;

* 1 percent to increases in the number of States withright-
to-work laws.?

But Rebecca Blank and David Card found little evidence
that State policy changes had any impact on recipiency. They
found that individual eligibility for UI benefits appeared to
decline slightly as the result of tighter State eligibility stan-
dards, although these effects were offset by increasing wage
levels.

Population shifts.
ment is in Southern and Mountain states, where the ratio of
UI claimants to the total number of unemployed has consis-
tently been lower than the national average. As the percent-
age of national unemployment in these States increases, the
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An increasing share of U.S. unemploy- '

national ratio of UI claimants to the total number of unem-
ployed would be expected to fall accordingly. This is a long-
term dernographic trend, occurring throughout the last three
decades and continuing into the present. Blank and Card
found that these regional shifts in population accounted for
approximatety 50 percent of the decline in the national ratio
of UI claimants to the total number of unemployed between
1977 and 1987.* Wayne Vroman asserted that 25 percent is
a more appropriate figure, and Corson and Nicholson at-
tributed 16 percent of the variation to geographic population
shifts,”

However, these analyses do not explain the underlying
variations in ratio of UI claimants to the total number of un-
employed across States that have caused the national rate to
be affected by interstate migrations. Much of this variation
can likely be attributed to differences in State policy, although
the exact extent to which this is the case has not yet been
determined.

Decline in unionization. Between 1979 and 1988, the per-
centage of unionized employees decreased 25 percent.”® Be-
cause unions have traditionally represented a powerful source

Table 2. Percent of iotal unemployed who are unempioy-

ment insurance clalmonts, by State 1993
State Percent State " Percent
AlasKE .......cocvnrnercninn 83.6 Florda ... 301
Hawall .......occooereenvnvenn. 53.1 North Daketa .......... 300
Varmont .......ceeeeeveenee 53.1 Michigan ................ 298
District of Columbia ..... 45.3 Missouri ....... 29.4
Connecticut .................. 45.0 Colorado 285
Washington .........c........ 44.4 Wyoming ..... 285
OBGON ....cecvermcrrarrnaans 433 Arizona ........ 283
40.5 Mississippi ... 271.7
Pennsylvania ................ 30.9 Kentucky .......coco 27.5
Wisconsin ........ccocoeceee 39.8 Maryland ................ 275
Rhode Island ... 39.7 North Carolina . 272
Montana........... 389 Uah ............. 27.0
New Jarsey ..... 38.7 Maing .............. 26.2
Arkansas ......... 3786 South Carolina ....... 254
Massachusetts 36.5 [0, SR 249
L2 S 36.4 West Virginia .......... 235
Nebraska ..........c.cccoee.. 35.8 Alabama ................. 225
California...... 346 Louisiana . 218
New York ... 34.5 Texas ....... 21.4
TENNESS. ..cvveevvrerrarireas 337 Georgia .., 21.3
Puerto Rico .......cc....... 33.0 Cklahoma .... 211
Delawara ..... 321 New Mexico. . 207
Nevada ..........ccccouverreeres 320 Indiana.......cocoreenne. 208
MNOIS .......ccooemrrrrmreniraans 318 New Hampshire ..... 203
Kansas..... 31.8 virginia ... 17.0
Minnesota ........ccun.ce. 316 South Dakota ......... 153
Note:  Data for the Virgin Islands are not available.
Sounce:  U.S. Depaniment of Labor (1994).
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of information regarding available benefits for unemployed
workers, the decline in union membership could have exac-
erbated problems related to distributing information among
the unemployed. In addition, unions have often helped mem-
bers file UI claims by guiding them through the UT system.
Finally, many union members are eligible only for supple-
mental unemployment benefits paid by their union if they
apply for regular UL

Blank and Card attributed 25 percent of the decline in
recipiency to the decline in unionization.” Baldwin and
McHugh assigned 29 percent of the drop in recipiency to the
decline in unionization.*® Vroman also points to the potential
importance of the unions’ information role by noting that the
most important reason for nonapplication for Ul benefits by
unemployed individuals is their belief that they are ineligible
for uL*! Inability to understand eligibility conditions may
cause eligible workers to fail to apply.

Decline in the manufacturing sector. As noted above,
Burtless and Saks suggested that industrial shifts contributed
1o the long-term decline in recipiency. This trend continued
in the 1980’s as manufacturing as a percentage of total em-
ployment fell by 22 percent between 1979 and 1990. This
factor also has been identified as a significant cause of the
short-term decline. Corson and Nicholson found that between
4 percent and 18 percent of the decrease in the Ul claims ratio
can be atiributed to the decline in the manufacturing sector.®

Footnotes

Baldwin and McHugh atiributed 16 percent of the total de-
cline in the ratio of UI claimants to the total number of unem-
ployed to this factor, *

In addition, Corson and Nicholson noted that an unem-
ployed worker who had been employed in manufacturing is
25 percent more likely to collect UI than a similar worker from
another industry. These findings are partially called into ques-
tion, however, in analyses by Corson and Anu Rangarajan,®
and Baldwin.* They found that a decline in manufacturing
employment leads to an increase in the insured unemploy-
ment rate. Overall, it should be noted that because unions
traditionally have been composed disproportionately of work-
ers in the manufacturing sector, the decline in manuefacturing
is closely linked to the decline in unionization. As a result,
the effects of the factors may be difficult to separate.

Inv suM, the percentage of the unemployed who receive Un-
employment Insurance benefits has declined steadily, with a
particularly sharp decline in the early 1980’s. This suggests
ihat the relevance of the system to the needs of today’s work
force has been eroded. A number of factors have contributed
to this erosion, including Federal and State policy changes,
broad demographic changes, and the decline in the manufac-
turing sector and in unionization. The resulting decline in
recipiency has jeopardized the program’s capacity to carry
out jts two primary functions: wage replacement for involun-
tarily unemployed individuals and the countercyclical stabi-
lization of the economy. O

' Employees also pay Ul taxes in Alaska, New Jersey, Pennsylvania, and West
Virginia. In some of the four States, payment by employees depends on the
status of the U1 trust fund.

* State and local governments and many nonprofit organizations do not payul
taxes. They reimburse the ui system directly for benefits paid to their former
employees.

¥ Rebecca M. Blank and David E. Card, “Recent Trends in Insured and Un-
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