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THE EMPLOYMENT SITUATION:

NOVEMBER 2001
.Friday, December 7, 2001

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,
WASHINGTON, D.C.

The Committee met, pursuant to notice, at 9:30 a.m., in Room 1334,
Longworth House Office Building, the Honorable Jim Saxton, Chairman
of the Commuttee, presiding.

Present: Representatives Saxton and Dunn; Senators Reed, Corzine,
and Sarbanes.

Staff Present: Chris Frenze, Robert Keleher, Colleen J. Healy,
Darryl Evans, Brian Higginbotham, Matthew Salomon, and Daphne
Clones-Federing.

OPENING STATEMENT OF

REPRESENTATIVE JIM SAXTON, CHAIRMAN .
Representative Saxton. I am pleased to welcome Acting
Commissioner Orr before the Joint Economic Committee (JEC) once
again to testify on the November employment situation.

The employment data reported today are consistent with the findings
recently made by the National Bureau of Economic Research (NBER)
that the U.S. economy is in recession. Payroll employment declined by
331,000 and the unemployment rate rose to 5.7 percent. Overall the
report today indicates that labor market conditions remain weak.

According to the NBER, the October payroll employment and
industrial production data following the terrorist attacks indicated that the
slowing economy had slipped into a recession earlier this year. The
NBER report also noted that the declines of two of three major
contracting indicators it considered began in 2000.

Even before the events of September 11th, the available economic
data indicated that the economic slowdown that began in the middle of
2000 remained underway. The downward trends in investment led the
recession, with the rate of real GDP growth slowing quite sharply since
the second quarter of 2000, actually falling in the third quarter of this
year. The staggering manufacturing sector was another leading signal of
recession, with losses of over one million factory jobs since July of 2000.

On the other hand, real personal income continues to grow. Housing
and consumer spending also have held up fairly well. In addition, since
last January the Fed has reduced interest rates 10 times, Congress has
lowered the tax drag on the economy, and energy prices are declining.
Many economists had expected these factors to lead to an economic
rebound by the last half of 2001, but the attacks on the World Trade
Center have led them to forecast a delay in the recovery. Although in
recent weeks there have been some signs that the economy may have
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bottomed out, economic stimulus legislation is still needed as an
insurance policy to bolster the economy and ensure that a rebound does
not falter.

Financial markets and the economy have been disrupted by the
terrorist attacks. The attacks have increased uncertainty and caused a
widespread reevaluation of risk and security. Delays and higher shipping
costs in air and ground transport, additional inventory and insurance
costs, higher expenses for security personnel and equipment, fortification
of buildings and facilities and other measures will have the effect of
imposing something like a “security tax” on an already vulnerable
economy.

This burden will undermine the economy in the short run and could
tend to adversely affect both the productivity growth and the economy's
potential growth rate. A logical policy response would be to offset these
costs by relieving some of the tax burden on the private sector. Measures
to reduce the cost of capital and address the sharp declines in business
investment are particularly needed.

Monetary policy has addressed the economic situation with an easing
that began last January. The Fed's policy moves so far this year have
certainly provided economic stimulus, but the lags in monetary policy are
long and variable. Given the lack of inflationary pressures, prudent
action by the Federal Reserve this Tuesday to reduce interest rates further
could also contribute to improving the economic outlook.

At this point I will turn to Senator Reed for any statement he may
have.

[The prepared statement of Representative Saxton appears in the
Submissions for the Record on page 15.]

OPENING STATEMENT OF

SENATOR JACK REED, VICE CHAIRMAN
Senator Reed. Thank you, Mr. Chairman. Thank you for convening
this hearing but also for maintaining the practice of reviewing these
unemployment statistics as they are released. It is a very important
opportunity to talk about economic policy.

As the Chairman pointed out, the National Bureau of Economic
Research declared that the country entered a recession last March. We
understood even before that there were difficult economic circumstances
facing the country. Those circumstances were aggravated significantly
by the terrorist attacks on September 11th.

The U.S. economy has lost more than a million jobs since the
beginning of the recession in March. Despite some hopeful signs, the
number of Americans losing their jobs continues to climb, and the
number of people who are still unemployed after more than six months
is rising. Those are disturbing statistics.

Some 290,000 unemployed workers exhausted benefits in the month
of October alone. The last time we saw numbers this high was 10 years
ago in the wake of the last recession. At that time, in November 1991,
legislation was enacted providing 13 to 20 additional weeks of benefits



to workers who exhausted their regular benefits. Passing a 13-week
extension of unemployment benefits now could help more than
three-quarters of a million people, almost one in 10 unemployed workers.

There should be no doubt about the importance of extending benefits
as part of the stimulus package. Getting money into the hands of lower-
income households, either through expanded unemployment benefits or
tax rebates, would boost consumption spending. People who have lost
their jobs and have trouble making ends meet are the targets to get the
most bang for the buck out of our stimulus policies. There must be a
demand for a company's products or services before a firm will invest in
new equipment or hire additional workers.

The task before us as policy makers is to get the economy out of this
recession quickly and put it back on the path of strong and sustainable
growth.

A fiscal stimulus package is only a good idea to the extent that it has
a maximum impact on the short run without undermining long-term fiscal
discipline. A poorly designed fiscal policy could be a waste of valuable
resources or could even be counterproductive.

I am looking forward to the testimony of the Acting Commissioner
on the state of our labor markets. I welcome the Acting Commissioner.
Thank you, Mr. Chairman.

[The prepared statement of Senator Reed appears in the Submissions for
the Record on page 17.]

Representative Saxton. Thank you, Senator.

Commissioner, thank you for being with us this moming. We have
had a sneak preview of the numbers that you are going to talk about this
morning. As I mentioned to you on the way in the room, it is Christmas
so we were hoping you would bring good news, but we understand the
reality of the situation, and so we are here and the floor is yours.

OPENING STATEMENT OF LOIS ORR, ACTING

COMMISSIONER, BUREAU OF LABOR STATISTICS:

ACCOMPANIED BY KENNETH V. DALTON, ASSOCIATE

COMMISSIONER, OFFICE OF PRICES AND L1VING CONDITIONS;
AND PHILIP L. RONES, ASSISTANT COMMISSIONER OF

CURRENT EMPLOYMENT ANALYSIS
Ms. Orr. Thank you. Mr. Chairman and Members of the
_ Commiittee, I appreciate the opportunity to comment on the labor market
data that we have released this moming.

As noted earlier by the Chairman, the job market continued to
deteriorate in November. The unemployment rate rose three-tenths of a
percentage point to 5.7 percent, following a jump of half a percentage
point in October. Payroll employment fell by 331,000, as noted earlier,
in November in the wake of deep job cuts totalling 468,000 in October.
Job losses were widespread again in November, although the largest
decline continued to be concentrated in manufacturing and help supply
services. Since its recent peak in March, total nonfarm employment has
fallen by 1.2 million. I would note, as has been noted earlier this
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morning, that the March peak in payroll employment coincides with the
onset of the recession, as recently announced by the National Bureau of
Economic Research. -

In terms of the sheer number of jobs lost, manufacturing continued
to bear the brunt of the downturn in the economy. In November the
industry shed yet another 163,000 jobs. Employment in the Nation's
factories has fallen by almost one million since March and a total of 1.4
million since July of 2000. Although nearly all manufacturing industries
lost jobs over the month, decline continued to be pronounced among
durable goods manufacturers. Particularly large declines occurred in
electrical equipment, which was down 29,000 in November, industrial
machinery, down 26,000, and fabricated metals, down 19,000. The
factory workweek and factory overtime also continued to trend down
over the month, to 40.3 and 3.7 hours, respectively. Manufacturing hours
have been drifting down since the spring of 2000.

Reflecting the declining demand for factory workers as well as the
softening demand for labor throughout much of the rest of the economy,
employment in the help supply industry fell by 87,000 in November, on
the heels of an even steeper decline in October. I think that was the 14"
straight month with employment declines in the help supply industry.
Employment in this industry actually has declined by 629,000 since its
most recent peak in September 2000. That is a drop of nearly 18 percent.
Elsewhere in the services industry, employment in amusement and
recreation services declined by 25,000. In addition, hotels lost 7,000
jobs, following a much larger decrease in October. One services industry
that is growing in the aftermath of the terrorist attacks is guard services,
which I think we noted also last month. It added 15,000 jobs in
November after adding 14,000 jobs in the prior month. Health services
continued to record steady job growth, adding 32,000 jobs in November
and nearly 300,000 jobs over the past year.

The wholesale trade industry continued to be adversely affected by
the slump in manufacturing. In November wholesale trade employment
fell by 25,000 with almost all of the job cuts in durable goods
distribution. In retail trade, overall employment was down slightly in
November after seasonal adjustment, following large losses in the prior
two months. Employment in department stores and apparel stores fell for
the second month in a row, as hiring has fallen short of the normal
seasonal buildup for the holiday period. Elsewhere in retail trade, there
were small job gains in November among car dealers and in eating and
drinking establishments.

In the transportation industry, employment in air transportation and
transportation services, largely travel agencies, fell sharply for the second
month in a row, with November declines at 45,000 and 12,000,
respectively. As in October, these declines were likely related to
reductions in air travel since September 11.

Employment in finance expanded by 14,000 in November, aided by

low interest rates that continue to spur activity in banking and mortgage
brokerages. Construction employment was unchanged in November at
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6.9 million, and the job total in the construction industry has held at this
level since February. I should note that construction employment is
normally quite cyclical, falling sharply during recessions. This year,
however, the industry has been buoyed by high levels of residential
building activity, due in part to the favorable lending rates and by growth
in heavy construction, such as road work.

Finally from the payroll data, average hourly eamnings rose five cents
in November; over the year hourly earnings have risen by 3.9 percent.

As I mentioned at the beginning of my remarks, the jobless rate in
November was 5.7 percent, up three-tenths of a percentage point over the
month. The rate increased from 3.9 to 4.3 percent between October of a
year ago and the start of the recession in March. Since March the rate
has risen by an additional 1.4 percentage points. The number of jobless
persons currently is at 8.2 million, and that is an increase of 2.6 million
since October of last year.

Unemployment rates were up in November for adult men and whites.
These two groups and the other major worker groups, adult women,
teenagers, blacks and Hispanics, have experienced increases since
October of last year as well. The November increase in unemployment
occurred principally among those persons who had lost their jobs and did
not expect to be recalled.

The deteriorating job market is making it increasingly difficult for
job seekers to find work. Indeed, the number of unemployed who have
been searching for work for six months or longer has nearly doubled
since July, to 1.2 million in November. '

Finally, from the household data, total civilian employment fell by
nearly 500,000, that is, half a million, in November, and the proportion
of the population with a job declined three-tenths of a percentage point
to 63 percent. That is what we call the employment-population ratio.

In summary, nonfarm payroll employment fell by 331,000 in
November, the second extremely large drop in a row. Losses were
widespread, with the largest employment declines occurring in
manufacturing and help supply service industries, and the unemployment
rate rose three-tenths of a percentage point to 5.7 percent.

My colleagues and I now would be glad to answer your questions.

[The prepared statement of Acting Commissioner Orr appears in the
Submissions for the Record on page 18.]

Representative Saxton. Commissioner, thank you very much. The
Senate is going to have a vote very shortly, so we are going to pass on my
initial questions and go to Senator Reed and Senator Corzine. Then we
will come back.

Senator Reed.

Senator Reed. Thank you very much, Mr. Chairman.

Commissioner, the last U.S. recession ended in March of 1991. At
that time the unemployment rate was approximately 6.8 percent. And
even though the economy began to recover in March of 1991, the
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unemployment rate continued to lag for another 15 months, peaking at
7.8 percent in June of 1992. My concern is that even if the economy
begins to recover in the first quarter of 2002, or any time in 2002, the
unemployment rate may continue to rise for another year or more. How
long might the unemployment rate lag a recovery?

Ms. Orr. You know, we are not in the business of projecting. As
you state, the last recession there was a substantial lag. I think it has
varied over time. But it is not uncommon that unemployment continues
to increase or stays at a high level for a number of months after the trough
is reached in a recession.

Phil, do you want to comment?

Mr. Rones. Ithink I will just add that in the last recession the delay
before the employment and unemployment measures started improving
was unusually long. But I think the point is correct, that those things can
deteriorate even after general economic activity starts picking up.

Senator Reed. Thank you.

Ms. Orr. It is not uncommon for us to see some increase in the
hours at work for those that are employed before we see much ofa pickup
in employment.

Senator Reed. In the same spirit with which the Chairman was so
gracious, let me yield to my colleague. We have 13 minutes left before
we have to respond to a vote. So I will now yield to Senator Corzine.

Senator Corzine. Thank you. I appreciate the Chairman for
allowing me to ask a question. The help supply services I take it are
temporary workers, people that are assigned out. Many of these [ would
suspect, the way our unemployment compensation system worked, would
not be eligible for unemployment compensation?

Ms. Orr. I think it varies that some would be eligible for
unemployment compensation through their employer, the temporary help
supply agency. But I can't say definitively. Phil?

Mr. Rones. Yeah. It wouldn't be a legal restriction to their being
compensated.

Senator Corzine. They have to work consistently at one job?

Mr. Rones. That is the issue. There are many people in the industry
who are what would look like fairly permanent employees of that
company. They work regular hours for extended periods of time. But it
is clearly the case that the average duration of employment ina temporary
help setting would be shorter than it would in a regular full-time wage
and salary kind of setting.

Senator Corzine. I ask that question because again our
unemployment compensation system isn't geared to people who do work
in these transient, temporary employment roles.

Are there statistics on how long folks are in the help supply services,
the duration of their employment? Do we have numbers on that or do we
track that?
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Mr. Rones. We can get those for you. We should be able to produce
those.

[The information on temporéry workers appears in the Submissions for
the Record on page 45.]

Senator Corzine. I would appreciate actually getting a feel for that.
Do you get the general observation that about 50 percent of the
unemployed are not eligible for unemployment compensation? 1 wonder
how much of this particular category which is rising rapidly might fit that
category.

Thank you.

Senator Reed. Mr. Chairman, might we include one or two
questions in the record for a response since we have to depart?

Representative Saxton. Sure. Without objection.
Senator Reed. I thank you very much. Thank you, Commissioner.

[The letter from Senator Reed to Acting Commissioner Orr, with
response, appears in the Submissions for the Record on page 137.] -

Representative Saxton. Thank you. Commissioner, as I noted in
my opening statement and I believe as you alluded to as well, the
downturn in the economy actually began quite some time ago in the
middle of 2000. And if I just may by way of use of some charts that we
have brought along, demonstrate actually what has happened in the
economy over the last year or so.

This is a chart that shows GDP growth over the past several years,
and it is fairly obvious from this chart that GDP growth began to diminish
actually significantly in the third quarter of 2000. Actually the second
quarter of 2000 was fairly robust growth, something around six percent,
and in the third quarter of 2000 it looks like the rate of GDP growth was
well under two percent. And of course it has been diminished since until
the second quarter of this year, when we actually saw negative growth.

[The chart entitled “Gross Domestic Product” appears in the Submissions
for the Record on page 187.]

The next chart shows a similar pattern with fixed private
nonresidential investment, where we again saw robust growth in
nonresidential investment through the first and second quarter of 2000
but by the third quarter of 2000 we saw diminished growth of about half
what it was in the first quarter of 2000. And of course we see the
continuing pattern in 2000 of diminished nonresidential investment
growth.

[The chart entitled “Fixed Private Nonresidential Investment” appears in
the Submissions for the Record on page 188.]

Another chart, which I think is telling, is the chart detailing personal
consumption over the same period of time. And again, we see that
personal consumption growth, the rate of growth has continued to
diminish, beginning, again, in the second and third quarter of 2000.
[The chart entitled * Personal Consumption Expenditures” appears in the
Submissions for the Record on page 189.]
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The unemployment rate, which was going down quite steadily
through the late 1990s and into the first half of 2000, also began to show
increases in early 2001 and I suspect that that is a very direct result of the
economic factors that we have demonstrated on the previous charts.
[The chart entitled “Civilian Unemployment Rate” appears in the
Submissions for the Record on page 190.]

So we have seen the economy continue to show signs of weakness in
2001, and of course the increases in unemployment are obviously a result
of the same thing.

Now, last December the Committee released an analysis of the
economy that warned of the serious economic slowdown then, which we
have demonstrated here, was well underway. This slowdown has
recently been designated as a recession by the National Bureau of
Economic Research, which noted a decline in industrial productlon well
before the recession officially began.

The recession seems to have started in the manufacturing sector,
which lost over a million factory jobs since July of 2000. With the data
released today, how large is the decline in factory jobs since July of
2000? Do you have those —I think Mr. Rones probably has charts which
he can tell us just how large that loss in factory jobs is during the second
and third quarter of 2000 as well as the first and second quarter of this
year.

Ms. Orr. Well, the decline in factory jobs since July of 2000 has
been 1.4 million.

Representative Saxton. 1.4 million jobs. Do your charts show how
many of those losses were during 2000?

Ms. Orr. We can quickly look at it. Do you want to check on that?
955,000 of those jobs were lost since March.

Representative Saxton. Since March of this year?

Ms. Orr. Um-hmm.

Representative Saxton. The official figures released by the
Commerce Department show that this is an investment-led slowdown.
Private investment has been trending downward since the start of the
slowdown in the third quarter of 2000 and has actually declined at double
digit rates during the last three quarters. Real fixed nonresidential
investment has declined sharply in the last two quarters of the designated
recession. This decline in investment may have been reflected in
employment in industries such as industrial machinery and equipment.

How does the level of employment in the industrial sector compare
with the level of July of 2000 and how many jobs have been gained or
lost since July of 2000 in that sector?

Ms. Orr. Which sector is that again, sir?

Representative Saxton. Real fixed nonresidential investment in
industrial machinery and equipment.

Ms. Orr. We will check those numbers. But in the year 2000, to
answer your earlier question, Chairman, we lost about 200,000 jobs in



manufacturing in the year 2000. The remainder of the 1.4 million, that
is 1.2 million, have been lost in this calendar year.

Representative Saxton. So your figures show that the decline in
industrial jobs actually began in the second quarter of 2000, is that
correct — the third quarter of 2000?

Ms. Orr. Although there had been some modest declines prior to
that time, since July of 2000. You want to take that, Phil?

Mr. Rones. Industrial machinery employment has gone down
219,000 on a base of 2.1 million since July of 2000. So a little more than
10 percent. :

Representative Saxton. Thank you. And the other question relates
to industrial machinery and equipment. How does the level of
employment in this sector compare with the level of July of 20007

Mr. Rones. That is the one I had just given you, the industrial
machinery.

Representative Saxton. Iam sorry, I thought you were talking about
the previous question.

Ms. Orr. Help us.

Representative Saxton. Help us again with this issue of the
industrial machinery and equipment. If you gave us this answer, would
you please restate it in the context of this question?

Mr. Rones. ] am sorry. The employment in industrial machinery has
gone down 219,000 since July, and that represents a little more than 10
percent of its employment.

Representative Saxton. Thank you.
Ms. Dunn, do you have questions?

Representative Dunn. Thank you, Mr. Chairman. I think what
caught my eye, Commissioner, in your report was the sentence on page
three, “Health services continued to record steady job growth, adding
32,000 jobs in November and nearly 300,000 jobs over the past year.”

Could you give us the reasoning behind your analysis there, please?
Why did that occur?

Ms. Orr. Employment increases in a number of the components of
the health services, care for the elderly, hospitals, the full array of the
components without major kind of increases in any one of the health care
industry components, but sort of generally across the board.

Representative Dunn. 1am especially interested in the numbers of
nurses out there. We are told we have a shortage in the nursing area. Did
you break that out?

Ms. Orr. The information that I am citing here comes from our
series of nonfarm payroll employment by industry as opposed to
occupational data. We don't really have any specific data that speaks to
the matter of nursing shortages, although we do collect data on the
number of nurses that are employed in the U.S. but we don't have any
vacancy data on nurses.
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Representative Dunn. I would be interested in that data that you
have on nurses. Maybe we could get that from your office.

[The information on the employment of nurses appears in the
Submissions for the Record on page 191.]

Representative Dunn. According to your most recent data,
Washington State, the State that I represent, has the highest
unemployment rate in the Nation at 6.6 percent right now, almost a full
percentage point above the 5.7 percent that you have given us today in
your analysis. Obviously the setbacks by the high tech sector coupled
with the job losses in aviation, the Boeing Company, that has already sent
notices out and will continue to do that through the end of next year for
30,000 jobs, have contributed to this unfortunate situation.

We are working right now in the Congress to put together a stimulus
package that will help all of these workers as quickly as we possibly can.
Setting aside fiscal policy and the stimulus package that we are working
on in the Congress, can you give to me some sense of what the short-and
long-term employment prospects are in Washington State?

Ms. Orr. Iwould like to be able to do so, but as | mentioned before,
you know, we are not in the activity of making projections. You know,
we do in the Bureau have a cooperative program with each of the
individual states in which we jointly collect data and produce it as to
employment and unemployment by industry and the likes.

So for example, I know that in the State of Washington that during
the past year the unemployment rate, as you noted, has climbed by 1.4
percentage points, largely reflecting declines in employment in
manufacturing, trade and marginally offset by increases in health care
employment in your state. But I can't help you in terms of making
projections about employment in the state. :

Representative Dunn. No trend line that gives you a clue? I know
that it is very difficult to quantify the impact of September 11th on the
labor market. Undoubtedly businesses such as hotels and the airline
industry, the restaurant industry, have been devastated by the attacks on
the first level. But there are many other industries who have been hit at
the second level. Ithink of — for example, I mentioned Boeing before but
the suppliers for the aircraft that Boeing is now not selling because of
airlines cutbacks in what they are ordering. They have been hurt in the
second order of fashion.

The concern that many of us have is we haven't seen the end of
layoffs related to September 11th. In your opinion, is the worst behind
us or can we expect a further round of cutbacks?

Ms. Orr. That question has some characteristics that are somewhat
similar to your prior question. I am really not in the position to make
forecasts.

Representative Dunn. Thank you very much.
Representative Saxton. The gentlelady's time has expired.
Senator Sarbanes, do you have questions at this time?
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Senator Sarbanes. Yes. Commissioner Orr, I think that the monthly
unemployment rate you are announcing this morning is 5.7 percent. Am
I correct that a year ago last October, October of 2000, the rate was 3.9
percent? : .

Ms. Orr. That is correct.

Senator Sarbanes. So it has gone from 3.9 percent just over a year
ago to 5.7 this morning, is that correct?

Ms. Orr. That is correct. A

Senator Sarbanes. I want to ask about the index you keep that
includes in people working part time for economic reasons and .
discouraged workers as well. What is the rate?

Ms. Orr. The most inclusive rate that we have that includes the
marginally attached workers and those who are working part time for
economic reasons gives us an unemployment estimate of nine percent.

Senator Sarbanes. Nine percent.

Ms. Orr. Right. What was that figure in October of 20007

Mr. Rones. I have November, that is a year ago, when it was 6.8
percent.

Senator Sarbanes. I have a figure of 6.3 percent last October, 2000,
which I understand was a record low. Is that correct?

. Ms. Orr. Idon't have those data with me, but that could very well
€.

Senator Sarbanes. Was 6.8 percent close to a record low?

Ms. Orr. We don't have the historical data for that series with us, do
we?

Mr. Rones. That is a relatively new series that we introduced in the
'90s. So when we talk about a record low for that measure, that is very
different than a record low for unemployment, which we have been
measuring fairly consistently since 1948.

Senator Sarbanes. Yeah. But you don't have the October of last
year's figure?

Mr. Rones. 1 don't have the historical series with me. We can
certainly get that for you.

Senator Sarbanes. Could you do that and provide it for the record?
[The information on marginally attached workers appears in the
Submissions for the Record on page 244.]

Senator Sarbanes. When was the unemployment rate last as high
as 5.7 percent?

9 Ms. Orr. The unemployment rate was at the same level in August
'95.
Senator Sarbanes. It was at 5.7 percent in August of—

Ms. Orr. Yes, that was thé last time the labor market measure was
5.7 percent.
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Senator Sarbanes. At that time was it on its way down or on its way
up?

Ms. Orr. It was overall on its way down. But it was relatively flat
for several months. But since that time of course the unemployment rate
declined.

Senator Sarbanes. I gather earlier you were asked the questions
about whether the unemployment figure lags the bottoming out of the
economic downturn? Is that correct?

Ms. Orr. Yes, we were asked that,

Senator Sarbanes. What was your response to that?

Ms. Orr. We said that that has happened of course, and it has varied
from one recession to another as to the extent of the lag between the
trough and the time that employment starts to pick up substantially.

Senator Sarbanes. I take it, it is uniform that there is a lag and that
therefore even if we have hit the trough of this downturn, we can expect
the unemployment figure to rise on the basis of previous experience?

Ms. Orr. I think in the main that is correct, but I would like to have
an opportunity to look at the data to see if there are some instances where
employment rose very shortly after the trough.

Phil? =

Senator Sarbanes. But I am correct in stating that as a general
proposition, the unemployment figure continues to rise after the trough;
it is not until later in the business cycle that the unemployment figure
levels off or begins to turn down, is that correct?

Mr. Rones. If you—

Ms. Orr. Typically.

Mr. Rones. Itis hard to generalize because there are periods where
there is an extended lag. And I point out the last recession where the
unemployment rate went up to 7.8 percent in June of 1992 while the
recession ended in March of 1991.

Senator Sarbanes. It went up for 15 months, didn't it?

Mr. Rones. That is right. But that would be unusual. There would
be periods where the lag would be short. I don't have all the figures in
front of me, and of course we will provide them for you.

[The information on the employment lag appears in the Submissions for
the Record on page 244.] '

Senator Sarbanes. But you don't have any instance in which there
was no lag, do you?

Mr. Rones. I am not sure.

Senator Sarbanes. Probably not. I mean, I am just trying to — Iam
notasking you to predict. I am not asking the sort of — I am asking you—

Ms. Orr. I would say probably. -

Senator Sarbanes. — to look through the rear-view mirror and tell
me.
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Ms. Orr. Probably not. As we have noted earlier, we have had nine
recessions since World War II and we need to go back and carefully look
at that to say with certainty that there is never such a case.

Representative Saxton. I thank the Senator. Thank you very much.
We appreciate your thoughtful questions as always.

Commissioner, I have no other questions at this time. Ms. Dunn?

The Senator would like to ask another question or two. So we will
yield to him at this point.

Senator Sarbanes. Ijust wanted to pursue a couple of other points.
I understand that the unemployment rate for Hispanics and African
Americans is now starting to rise considerably more than the general rise
in the unemployment rate, is that correct?

Ms. Orr. Certainly not this past month. But if we looked at the
change over time, we would see it rising.

Mr. Rones. If you look at the percent increase in the number of
unemployed persons, the increase for whites between October of last year
and the data we are releasing today has been — it has gone up 74 percent,
that is in the level, whereas the level for blacks and Hispanics has gone
up much less, 20 percent and 15 percent — I am sorry.

Senator Sarbanes. Are you sure about those figures?

Mr. Rones. The correct figures are the whites has gone up by 50
percent over that period from about four to about six million. The black
unemployment level has gone up 37 percent. The Hispanic has gone up
56 percent. But of course I would. point out that the base of
unemployment for blacks in particular, but also Hispanics, is higher than
that for whites in general, or at least the unemployment rate.

Senator Sarbanes. What is the unemployment rate for whites that
you are bringing in this month?

Mr. Rones. That is 5.1 percent.

- Senator Sarbanes. And for blacks?

Mr. Rones. For blacks it is 10.1 percent. I would say that that is at
the bottom of the historical relationship. Usually the ratio between the
two ranges from double to about two and a half times. So this is slightly
less than double. The rate for Hispanics is 7.6 percent.

Senator Sarbanes. Okay. I see the number of people unemployed
for five to 14 weeks — well, this is on last month's. Let me ask it on this
month's data. What is the increase in the number of people unemployed
for five to 14 weeks from a year ago?

Mr. Rones. It is a little more than 800,000.

Senator Sarbanes. And the percentage increase?

Mr. Rones. It would be slightly less than a 50 percent increase.

Senator Sarbanes. And the people unemployed for more than 1
weeks? -

Mr. Rones. That is an increase of a million and the percent is 82
percent increase.
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Senator Sarbanes. 82 percent.

Mr. Rones. That is right.

Senator Sarbanes. From over a year ago.
Mr. Rones. That is right.

Senator Sarbanes. In the number of people unemployed for more
than 15 years, do you do anything with the unemployment insurance un
coverage, its length and so forth, its duration, its expiration, anything of
that sort? Do you maintain any statistics on that?

Mr. Rones. Is your question whether any of the states have extended
benefits beyond the 26 weeks?

Senator Sarbanes. Iam really trying to find out what the situation
is with respect to unemployment insurance coverage. Presumably, if
there is a significant uptumn in the percent of long-term unemployed,
presumably there is an increase in the number of people no longer
covered or able to draw unemployment insurance, is that correct?

Ms. Orr. Well, currently approximately 40 percent of the UI folks
are in our Current Population Survey (CPS) total unemployed. Does that
answer your question? _

Senator Sarbanes. Ididn't follow that.

Ms. Orr. Currently regular Ul recipients are approximately 42
percent of our household survey total unemployment.

Senator Sarbanes. Okay. So the people that you surveyed that you
found are unemployed, 42 percent are drawing unemployment insurance,
is that correct?

Ms. Orr. Um-hmm.

Senator Sarbanes. To turn it around, 58 percent are not drawing
unemployment insurance?

Ms. Orr. Right.
Mr. Rones. That is correct.

Senator Sarbanes. How does that compare with three months ago,
six months ago, any sort of comparison that shows a trend line?

Mr. Rones. 1t is a little bit high. If you look at the averages for
recent years, they have ranked around 35 percent of total unemployed are
actually drawing unemployment insurance benefits. Now, as the
Commissioner suggests, it is 42 percent.

Senator Sarbanes. Okay. Thank you very much.

Representative Saxton. Thank you very much, Senator. Acting
Commuissioner Orr, thank you very much for being here. Mr. Dalton, Mr.
Rones, we appreciate your appearance here again this month very much,
and we look forward to seeing you in the months ahead hopefully with
more encouraging and positive news.

Thank you very much for being here with us. We appreciate it. Have
a great holiday.

[Whereupon, at 10:16 a.m., the hearing was adjourned.]
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SUBMISSIONS FOR THE RECORD

PREPARED STATEMENT OF

REPRESENTATIVE JIM SAXTON, CHAIRMAN

I am pleased to welcome Acting Commissioner Orr before the Joint
Economic Committee (JEC) once again to testify on the November
employment situation. The employment data reported today are
consistent with the finding recently made by National Bureau of
Economic Research (NBER) that the U.S. economy is in recession.
Payroll employment declined by 331,000 and the unemployment rate rose
to 5.7 percent. Overall, the report today indicates that labor market
conditions remain weak.

According to the NBER, the October payroll employment and
industrial production data following the terrorist attacks indicated that the
slowing economy had slipped into a recession earlier this year. The
NBER report also noted that the declines of two of three major
contracting indicators it considered began in 2000.

. Even before the events of September 11, the available economic data
indicated that the economic slowdown that began in the middle of 2000
remained underway. The downward trend in investment led the recession,
with the rate of real GDP growth slowing quite sharply since the second
quarter of 2000, actually falling in the third quarter of this year. The
staggering manufacturing sector was another leading signal of recession,
with losses of over one million factory jobs since July of 2000.

On the other hand, real personal income continues to grow. Housing
and consumer spending also have held up fairly well. In addition, since
last January the Fed has reduced interest rates ten times, Congress has
lowered the tax drag on the economy, and energy prices are declining.
Many economists had expected these factors to lead to an economic
rebound in the last half of 2001, but the attacks have led them to forecast
a delay in the recovery. Although in recent weeks there have been some
signs that the economy may have bottomed out, economic stimulus
legislation is still needed as an insurance policy to bolster the economy
and ensure that a rebound does not falter.

Financial markets and the economy have been disrupted by the
terrorist attacks. The attacks have increased uncertainty, and caused a
widespread reevaluation of risk and security. Delays and higher shipping
costs in air and ground transport, additional inventory and insurance
costs, higher expenses for security personnel and equipment, fortification
of buildings and facilities, and other measures will have the effect of
imposing something like a “security tax” on an already vulnerable
economy.

This burden will undermine the economy in the short run, and could
tend to adversely affect both productivity growth and the economy's
potential growth rate. A logical policy response would be to offset these
costs by relieving some of the tax burden on the private sector. Measures
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to reduce the cost of capital and address the sharp declines in business
investment are particularly needed.

Monetary policy has addressed the economic situation with an easing
that began last January. The Fed's policy moves so far this year have
certainly provided economic stimulus, but the lags in monetary policy are
long and variable. Given the lack of inflationary pressures, prudent action
by the Federal Reserve this Tuesday to reduce interest rates could also
contribute to improving the economic outlook.
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PREPARED STATEMENT OF

SENATOR JACK REED, VICE CHAIRMAN
Thank you, Chairman Saxton, for convening this hearing. I also want
to thank Acting Commissioner Orr for coming to testify before us today.

Since our last hearing, the National Bureau of Economic Research
declared that this country’s longest economic expansion on record came
to an end back in March, as the nation entered a recession. Of course, it
was clear before the announcement that we had entered a period of slow
economic growth, which was aggravated by the terrorist attacks on
September 11.

The U.S. economy has lost more than a million jobs since the
beginning of the recession in March. Despite some hopeful signs, the
number of Americans losing their jobs continues to climb. And the
number of people who are still unemployed after more than six months
is rising.

Some 290,000 unemployed workers exhausted benefits in the month
of October alone. The last time we saw numbers this high was 10 years
ago, in the wake of the last recession. At that time, in November 1991,
legislation was enacted providing 13 to 20 additional weeks of benefits
to workers who exhausted their regular benefits. Passing a 13 week
extension now could help more than three quarters of a million people —
almost one in ten unemployed workers. There should be no doubt about
the importance of extending benefits as part of the stimulus package.

Getting money into the hands of lower-income households — either
through expanded unemployment benefits or tax rebates — would boost
consumption spending. People who have lost their jobs and have trouble
making ends meet are the ones to target if the goal is to get the most bang
for the buck out of stimulus policies. There must be demand for a
company’s products or services before a firm will invest in new
equipment or hire additional workers.

The task before us as policymakers is to get the economy out of this

- recession quickly and put it back on the path of strong and sustainable

growth. A fiscal stimulus package is only a good idea to the extent that

it has maximum impact in the short run without undermining long-term

fiscal discipline. A poorly designed fiscal policy could be a waste of
valuable resources or could even be counterproductive.

Mr. Chairman, I am looking forward to the testimony of Acting
Commissioner Orr on the state of labor markets.
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Mr. Chairman and Members of the Committee:

I appreciate the opportunity to comment on the labor
market data we released this morning.

The job market continugd to deteriorate in November.
The unemployment rate rose three-tenths of a percentage
point to 5.7 percent; following a jump of half a percentage
point in October. Payroll employment fell by 331,000 in
November in the wake of deep job cuts totaling 468,000 (as
revised) in October. Job losses were widespread again in
November, although the largest declines continued to be

concentrated in manufacturing and help supply services.
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Since its recent peak in March, total nonfarm employment has
fallen by 1.2 million. I would note that the March peak in
payroll employment coincides with the onset of the
recession, as recently announced by the National Bureau of
Economic Researchi

In terms of the sheer number of jobs lost,
manufacturing continued to bear the brunt of the downturn
in the economy. In November, the industry shed 163,000
jobs, and employment in the nation‘s factories has fallen
by almost 1 million since March and 1.4 million since July
2000. Although nearly all manufacturing industries lost
jobs over the month, declines continued to be pronounced
among durable-goods producers. Particularly large declines
occurred in electrical equipment (down 29,000 in November),
industrial machinery (-26,000), and fabricated metals
(-19,000). The factory workweek and factory overtime also
continued to trend down over the month, to 40.3 and 3.7
hours, respectively. Manufacturing hours have been
drifting down since the spring of 2000.

Reflecting the declining demand for factory workers as
well as the softening demand for labor throughout much of
the rest of the economy, employment in the help supply
industry fell by 87,000 in November, on the heels of an

even steeper decline in October. Employment in this
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industry has declined by 629,000 since its most recent peak
in September 2000, a drop of nearly 18 percent. Elsewhere
in the services indgstry, employment in amusement and
recreation services declined by 25,000. 1In addition,
hogels lost 7,000 jobs, following a much larger decrease in
October. One services industry that is growing in the
aftermath of the terrorist attacks is guard services, which
added 15,000 jobs in November after adding 14,000 jobs in
October. Health services continued to record steady job
growth, adding 32,000 jobs in November and nearly 300,000
over the past year.

The wholesale trade industry continued to be adversely
affected by the slump in manufacturing. In November,
wholesale trade employment fell by 25,000, with almost all
of the job cuts in durable goods distribution. In retail
trade, overall employment was down slightly in November
after seasonal adjustment, following large losses in the
prior 2 months. Employment in department stores and
apparel stores fell for the second month in a row, as
hiring has fallen short of the normal seasonal buildup.
Elsewhere in retail trade, there were small job gains in
November among car dealers and in eating and drinking

establishments.
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In the transportation industry, employment in air
transportation and transportation services fell sharply for
the second month in a row, with November declines of 45,000
and 12,000, respectively. As in October, these declines
were likely related to reductions in travel since September
i1.

Employment in finance expanded by 14,000 in November,
aided by low interest rates that continue to spur activity
in banking and moftgage brokerages. Construction
employment was unchanged in November at 6.9 million, and
the job total in the industry has held at this level since
February. 'Construction employment is normally quite
cyclical, falling sharply during recessions. This year,
however, the industry has been buoyed by high levels of
residential building activity, due in part to thg favorable
lending rates, and by growth in heavy construction, like
road work.

Finally from the payroll data, average hourly earnings
rose 5 cents in November; ovef the year, hourly earnings
have risen 3.9 percent.

As I mentioned at the beginning of my remarks, the
jobless rate was 5.7 percent in November, up three-tenths
of a percentage point over the month. The rate increased

from 3.9 to 4.3 percent between October 2000 and the start
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of the recession in March; since March, the rate has risen
by an additional 1.4 percentage points. The number of
jobless persons, at 8.2 million in November, is up by 2.6
million since October of last year.

Unemployment rates were up in Novembef for adult men
and whites; those two groups and the other major worker
groups — adult women, teenagers, blacks and Hispanics —
have experienced increases since October of last vear. The
November increase in unemployment occurred principally
among those persons who had .lost their jobs and did not
expect to be recalled.

The deteriorating job market is making it increasingly
difficult for jobseekers to find work. Indeed, the number
of unemployed who have been searching for work for 6 months
or more has nearly doubled since July, to 1.2 million in
November.

Finally from.the household data, total civilian
employment fell by nearly 500,000 in November and the
proportion of the population with a job declined three-

tenths of a percentage point to 63.0 percent.

In summary, nonfarm payroll employment fell by 331,000
in November, the second extremely large drop in a row.

Losses were widespread, with the largest employment




declines occurring in manufacturing and help supply
services. The unemployment rate rose three-tenths of a

percentage point to 5.7 percent. v

My colleagues and I now would be glad to answer your

questions.
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THE EMPLOYMENT SITUATION: NOVEMBER 2001

Employment fell sharply for the second month in arow in November, and the unemployment rate rose
to0 5.7 percent, the Bureau of Labor Statistics of the U.S. Department of Labor reported today. Nonfarm
: - payroll employment dropped by 331,000, following an even larger decline in October. As wasthe casein
- October, job losses in November were widespread.

+ Charty, Unermbymomrate.seasomllyadilstsd. Chant 2. Nonfanm payroll employment, seasonafly adjusted,
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The ber of ployed p inc d by 419,000 to 8.2 million in November, and the

unemployment rate rose by 0.3 percentage point to 5.7 percent; this followed an increase of half a
percentage point in October. The jobless rate in November was at its highest level since August 1995.
Since October 2000, when both measures were at their most recent lows, unemployment has risen by
2.6 millionand the ployment rate has i dby1.8p tage points, of which 1.4 percentage
points have come since the beginning of the recession in March. (See table A-1.)

The unemployment rates for adult men (5.3 percent) and whites (5.1 percent) rose in November. The
rates for adult women (4.9 percent), blacks (10.1 p ), Hi ics (7.6 p ), and
(15.9 percent) were little changed over the month but were up subs!anually over the year. (Scc tables A-1
and A-2.)

Among persons age 25 and older, the unemployment rates for high school graduates with nocollege
(5.1 percent) and college graduates (3.1 percent) increased in November. The jobless rates for all of the
educational groups have risen over the year. (See table A-3.)
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Table A. Major indicators of labor market activity, seasonally adjusted

(Numbers in th 4
Quarterly averages Monthly data Oct.-
Category 2001 2001 Nov.
[ Sept. | Oct Nov. | change
HOUSEHOLD DATA Labor force status
Civilian labor force........... 141,461| 141,771] 142,190] 142,303} 142,244 -59
tploy 135,130 134,984| 135,181] 134,562| 134,084 478
6,331 6,787 7,009 7,741 8,160 419
70,072 70,367 70,167, 70.279] 70,523 244
Unemployment rates
45 4.8 4.9, 5.4 5.1 03
4.0 42 43 43 5.3 5
3.8 42 44| 43 4.9 1
14.0 15.2] 14.7 -15.5 159 4
3.9 42 43 4.3 5.1 3
8.2 8.6] 8.7 9.7 10.1 4
6.5) 62] 6.4 7.2 7.6} 4
Employment
i 132,483) 132,358] 132.230] p131,762} p131.431]  p331
253101 24991 24,833 p24,747| p24,580) p-167
6,866 6,866 6,871 p6,854]  p6,852 p2
17,882  17,556] 17.448] p17.324] p17I6lf  p163
107,173} 107,367 107,342} p107,015| p106,851 p-164
23,546] 23,575 23,536f p23.417] p23,403 pi4
41,052} 41,103 41,134 p40,983] p40,913 p-70
20,782} 20,973 20,981] p21,000] p20,994] p6
Hours of work?
Total private..... 342 34.1 M1 p34.0] pil po.1
facturi 408 40.7 40.6) pa0.5| pa03) p-2
OVETHINC.erceerermeesermmssson] 39 4.0{ 39 p3-3) p3.7 Pt
Indexes of aggregate weekly hours (1982=100)
| e rewe—— Y T T T L Y
Eamings*
Average hourly earnings,
LOLR] PRIVALE..eecnrecsrrneremsmsmi | $1425| si1a40] 51445 psid.47] psias2| ps00s
Average weekly eamings,
487.46] 49093]  492.75| pe91.98] pe9sa3| * plis

' Includes other industries, not shown separately.
2 Data relate to private production or nonsupervisory workers.

ppreliminary.
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The number of unemployed persons who had been jobless for 27 weeks or more rose by 280,000 in
Novemberto 1.2 million. This level has nearly doubled since July. (See table A-6.)

The number of unemployed job losers not on temporary layoff rose by 427,000 in November to
3.4 million and has grown by 1.2 million since Ji uly. These job losers accounted for 42.0 percent of the
unemployed in November compared to 28.8 percent a year earlier. (See table A-7.)

ta] ent al IC d It

The total number of employed persons fell by 478,000 in November to 134.1 million (seasonally
adjusted). The employment-population ratio dropped by 0.3 percentage point to 63.0 percent. Since its
most recent peak in January, employment has fallen by 1.9 million, and the employment-population ratio has
lost 1.5 percentage points. (See table A-1.)

The civilian labor force was essentially unchanged at 142.2 million in November, and the labor force
participation rate remained at 66.9 percent. (See table A-1 2)

Persons Notin the Labor Force (Houschold Survey Data)

About 1.3 million persons (not seasonally adjusted) were marginally attached to the labor force in
November, up from 1.1 million a yearearlier. These persons wanted and were available for work and had
looked for a job sometime in the prior 12 months but were not counted as unemployed because they had not
actively searched for work in the 4 weeks preceding the survey. The number of discouraged workers was
322,000 in November, up from 234,000 a year earlier. Discouraged workers, a subset of the marginally
attached, were not currently looking for work specifically because they believed no jobs were available for
them. (See table A-10.)

Industry Payroll Employment (Establishment Survey Data)

Nonfarm payroll employment fell by 331,000 in Novemberto 131.4 million, seasonally adjusted,
following a decline of 468,000 (as revised) in October. Since the recession began in March, payroll
employment has fallen by 1.2 million. As was the case in October, job losses in November were broad
based. Manufacturing, helpsupply services, and transportation continued to have particularly large
employment declines. (See table B-1.)

Widespread joblosses inuedin f: ing. Factory employment fell by 163,000 overthe month,
bringing the decline since July 2000to 1.4 million. In November, large employment cutbacks continuedin
bothelectricalequipment (-29,000) and industrial machinery (-26,000). These twoindustries have accounted
for one-third of the factory jobs lost since July 2000. Fabricated metals also had a particularly large decline
(-19,000) in November. Four additional manufacturing industries lost more than 10,000 jobs each over the

month—-primymmak pp 1 grinﬁngm.dr blishi g, and rubber and miscell. F

Elsewhere in the goods-producing sector, construction employment jallyunchanged, after
seasonal adjustment. Unseasonably warm temperatures across virtually the entire country in November
helped to mitigate some of the seasonal layoffs that typically occur during the month. Asaresult,
employmentrose, afterseasonal adjustment, in outdoor construction activities such as heavy construction,
concrete, and masonry. These increases were offset by job losses in plumbing and electrical work.

The services industry lost 70,000 jobs in November; over the last 2 months, employment in the industry
has fallen by 221,000. Much of the decline occurred in help supply services. That industry, which provides
workers to other businesses, lost a total of 188,000 jobs in October and November. About 1 jobinSin
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the industry has been lost since September 2000. A decline of 7,000 in hotel employment followed a sizable
drop in October. Employment also fell over the month in amusement and recreation services (-25.000). In
contrast, employment in health services continuedits steady growth with an increase of 32,000in
November, including 17,000 in hospitals. The health services industry has added 277,000 jobs thus farin
2001. Employment in guard services, acomponent of busi services, continued to grow in the aftermath
of the September 11 terrorist attacks.

Employment declines continued in transportation, with a loss of 54,000 jobs in November and 172,000
since March. Over-the-month job losses accelerated in air transportation (-45,000) and continued in
transportation services(-12,000), whichincludes travel agencies.

Wholesale trade employment fell by 25,000 in November. Since its peak in November 2000, the
industry has lost 124,000 jobs. Mirroring the recent trends in manufacturing, over-the-monthdeclines were
concentrated in durable goods distribution, particularly in machinery and in professional and commercial
equipment.

Retail trade employmcnt edged down in November, following a Yarge drop in October. This was the
fourth cc ve monthly d: , with total losses of 203,000 jobs in retail trade since J uly. Industries
thatusually hire extensively for the holiday shopping season—department stores, apparel stores, and
miscellaneous retailers (such as toy stores and jewelry stores)—had large job declines, after seasonal
adjustment, for the second consecutive month. Car dealers added 6,000 jobs in November, reflecting the
incentives offered to boost car sales.

Finance added 14,000 jobs over the month. Mortgage brokerages, commercial banks, and savings
institutions have benefited from low interest rates in recent months.

Employment in government was little changed in November and has shown no net growth since August.
Adeclinein federal government cmploymcm was due primarily to limited holiday hiring by the postal service.

Local government education employmen d by 22,000 over the month and has risen by 117,000
since May.
Weekly Hours (Establishment Survey Data)

The average workweek for production or pervisory workers on private nonfarm payrolls edged up

by 0.1 hour in November to 34.1 hours, seasonally adjusted. The manufacturing workweck decreased by
0.2 hour to 40.3 hours, the same level as in March 1991, its lowest point in the last recession. Factory
ovestime was down by 0.1 hourto 3.7 hours. Since July 2000, the manufacturing workweek has fallen by
1.5 hours and overtime by 1.0 hour. (See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private nonfarm
payrolls edged down by 0.1 percent in November to 148.7 (1982=100), scasonally adjusted. The index
has fallen by 2.3 percent from its recent peak in January. The manufacturing index fell by 1.5 percent to
93.5in Ni ber and has dropped by 12.6 p since July 2000. (See table B-5.)

Average hourly eamni ductionor p visoxyworketsonprivaxcn\mfaxmpaymllsimeamd
by 5 cents in N b w$14 52 Ily adjusted. This followed a gain of 2 cents in October.
Average weekly eamings rose by 0.6 percent in Novemberto$495 13. Over the year, average hourly

eamings i dby39p and average weekly earnings grew by 3.3 percent. (See table B-3.)
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Following usual practice, the 6-month updates to seasonal adjustment factors for the
establishment survey data are introduced with this release. These factors were used in the revisions
tothe September and October data as well as in the Novemberestimates, and will be used through
the April 2002 estimates. These factors will be published in the December 2001 issue of
Employment and Earnings and are available on the Internet (http://www bls.govices/yorby
calling (202) 691-6555.

Alsoinaccordance with usual practice, the release of December datain January will
incorporate annualrevisions in seasonally adjusted unemployment and other labor force series from
the householdsurvey. Seasonally adjusted data for the most recent 5 years are subjecttorevision.

The Employment Situation for Dx ber 2001 is scheduled to be rel donFriday, January 4,2002,
a18:30 A.M. (EST). Release dates for the balance of 2002 are as follows:
Feb. 1 May 3 Aug. 2 Nov. 1
March 8 June 7 Sept. 6 Dec. 6

April § July 5 Oct. 4



Explanatory Note

This news release presents statistics from (wo major surveys, the
Current Population Survey (houschold survey) and the Curmrent
Employment Suttistics survey i survey). The
survey provides the information on the Labor force. employment, and
unemployment that appears in the A tables, marked HOUSEHOLD
DATA. It is a sample survey of about 60.000 households conducted
by the U.S. Census Burean for the Bureau of Labaor Statistics (BLS).

The establishment survey provides the information on the
employment, hours, and carnings of workers on noafarm payrolls that
appears in the B tzbles, marked ESTABLISHMENT DATA. This
information is collected from payroll records by BLS in coop

nonfarm payrolls are those who received pay for any part of the
reference pay period. including persons on paid leave. Persons are
counted in each job they hold. Hours and earnings data are for private
buuneucs and relate only to production workers in the pcds-
risory workers in the servi

sector.
Differences in The P
and methodological differences between the household and

mmmmmm Among these are:

with State agencies. In June 2001, the sample included zbout 350,000
establishments employing about 39 million people.

For both surveys, the data for a given month relate to a particular
week o pay peviod. In the houschold survey, the reference week is
generally the calendar week that contains the 12th day of the month.
In the survey, the refe period is the pay period
including the 12th, which may or may not comrespond directly to the
calendar week.

Coverage, definitions, and differences
between surveys

Hunduldmy The sample is selected 1o reflect the entire
civilian jon. Based on 0 aseries of
qnaaommwmkmdpbswchmwnu.nnhpmlsymmd
over in a sample household is ified as
oot in the labor force.

People are classified a3 employed if they did any work at all as paid
employees during the reference week; worked in their own business,
profession, or on their own farm; or worked without pay at least 15
bours in a family business or farm. People are aiso counted as
employed if they were temporarily absent from their jobs because of
illness, bad weather, vacation, labor-management disputes, or personal
reasons.

People are classified as unemployed if they meet all of the fol-
Iowmgmmﬂzyhaﬂnoemphymamnﬂherdmwu&.

*Th yi the seif-

‘These groups are excluded from the establishment survey.

» The household survey includes people on unpaid leave among the
employed. The establishment survey does not.

» The bousehold survey is limited to workers 16 years of age and older.
The establishment survey is pot limited by age.

-'nu MWMNMWMMMW

1y even if they job. In

the establishment survey, employees working 81 more than coe job and
thus appearing on more than one payroll would be counted scparately for
each appearance.

Olh(dsﬂmbawewlhzmmcysmmhedm

“C from and Payroll
Surveys,” whnchmybco!xnnedrmmBLSupoum
Seasonal adjustment

Over the course of a year, the size of the nation’s labor force and
the levels of employment and unemployment undergo sharp
fluctuations due to such seasonal events as changes in weather,
reduced or expanded ion, harvests, major botidays, and the
opening and closing of schools. The effect of such seasonal variation
can be very large; seasonal fluctuations may account for as much &s
95 percent of the month-to-month changes in unemployment.

Bocause these seasonal events follow s more or less regular

they ok at that time:;
wﬁmmwywmmmbmwm;m
the reference week. Persons laid off from s job and expecting recall
need pot be looking for work to be counted as unemployed, The
unemployment data derived from the houschold survey in no way

depend upon the eligibility for or receipt of unemployment insurance

by adjusting the statistics from moath to moath, These adjustments
make nonsessonal developments, such as declines in economic
activity or increases in the pasticipation of women in the labor force,
casier to spot. For example, the large number of youth entering the
laboe force each hune is likely to obscure any other changes that have
taken place relative to May, making it difficolt to determine if the
level of cconomic activity has risen or declined. However, because

benefits.

The civilian labor force is the sum of nd
persons. Those not ified as or are not in
the labor force. Th rate is thx as

lpumofmchbw{mmhbwfmepwzmpmmume
labor force as a percent of the populstion, and the employment-
population ratio is the cmployed as s percent of the population.

Establishment survey. The sample establishments are drawn
from private nonfarm businesses such as factorics, offices, and stores,
s well as Federal, State, and local go entities. Empil

the effe dmmmnmmwumm
statistics for thy for

change. Mnummﬂmhmm.ﬂn
adjusted figure provides & more useful tool with which to analyze
chnpmmcucumy

Inboth the surveys, most

adjusted series are independently adjusted. However, the adjnsted
series (or many major estimates, such as total payroll employment,

77-816 02-2

in most major industry divisions, total employment, and
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are by ing ind y adjusted
component serics. For example. 1ol unemployment is derived by
summing the adjusted series for four major age-sex components: this
diﬂmﬁnmdnummplvynm&im:hﬂwmldbeouﬁnedby
directly adjusting the total or by combining the duration, reasons, or
more detailed age categories.
The numerical-factors used to make the seasonal adjustments are
recalculated twice a year. For the bousehold survey, the factors are
teul the J: y-h i dagain for the July-December
period. For the establishment survey, updated factors for seasonal
adjusiment are calculated for the May-October period and introduced
l]ongwidlmwbenchlmrb.mdagﬁnfu!hermbet-Awilpaiod
In both surveys, revisions to histarical data are made once a year.

Reliability of the estimates
Suatistics based on the household and establishment surveys are

mhanddduﬂmxblkhntmmeysmﬂmxﬂem:dby
nonsampling error, Nonsampling errors can occur for many rezsons,
including the failure to sample a segment of the population, inability
wohﬁninfum:ﬁmfwﬂlmw-hmin!henmphimbilhyu
unwillingness of respondents to provide comrect information on a
!imlybasis,mimkumadebymw\tms.lndmmmxkinlhe
collection or processing of the data.

For example, in the establishment survey, estimates for the most
recuulmonthsmbaedonsubsumia!lyincomp{mmm;formis
reason, thes. are labeled y in the tables. It is only
after two successive revisions © a monthly estimate, when nearly
mmmmmmmmnuﬁmkw
final.

Another major source of error in the establi
mvcyhmin:bﬂixywme.mndmlybmunduym
by new firms. T i o imati

subject to both sampling and ing ermor. When a samph

of 7 M(mwusmmofm).lplmkmwn

lhanlhealﬁrepowlznonismeyed.misachmmm:ample
lslimnsmaydiffctfmmlhe“nm'populuiunwlmﬂzym
The exact differerce, or sampling error, varies depending on the
panicularumvlescleand.lnddﬁsvzi:biliryisnmnedbyme
standard error of the estimate. There is about a 90-percent chance, or
kvelofoonﬁdﬂudmmcsﬁwbaedon-samplevindiﬂuby
00 more than l.6smdmmﬁvmw"nm"powhﬁmvﬂu

uhiudﬁsmemhindﬁedinmemey'ssdmﬁum

Amwylwedfummbaofmhmmd:mmﬂyumple-

buddxme.mduofmemhlybﬁudjumisbwlzmly

on past relati ips b the ple-based esti

of employment and the total counts of employment described below.
ﬁtsampk—badesﬁmnnﬁwnvbe&ablishmm:ym

adj:medomelyw(onlhuedbais)wmivcmmmuofplymu

because of sampling error. BLS analyses are g ly conds at
the 90-percent level of confidence.
Forexample, th interval for thy change in total
from tw 'y is on the order of plus or minus
292,000. Supposedtesﬁmoflmﬂempluymuuilmby
100.000 from one month 1o the next. The 90-percent confidence
iwvﬂmdtmmuuychnmmkimgcﬁm-lnooomm.wo
(100.000 +/- 292,000). Th::eﬁgmdonotmmthumenmpk
results are off by these magnitudes. but rather that there is about 2 90-
percent chance that the “wue™ over-the-month change lies within this
interval. Since this range includes vahees of less than zero, we could
Dot say with confidence that employment had, in fact, increased. u,
however, the reported employment rise was half a million, then all of
umﬁmmwmmwum
than zevo. In this case, it is likely (at least a 90-percent chance) that
an employment rise had, in fact, occurred. The 90-

insurance program. mdiffameebawummeMmmple-bmd
WmmummmmBMua
bmchmrkmvision.mdmulmd!mxyfumlmcym.
Thencwhendlmarhllsoinootpomcdunguinthechssifu:ﬁonof
industries. Over the past decade, the benchmark revision for total
mnfumcm;ﬂaymhunvemeJmmmﬁnmwom
0.7 percent.
Additional statistics and other information

More hensive statistics are ined in Enple and
Eamings, published each month by BLS. 1 is available for $26.00 per
issuc or $50.00 per year from the U.S. Government Printing Office,
Washington, DC  20402. All orders must be prepaid by sending &
Mummmmmwdmu
by charging 1o Mastercard or Visa.

interval for the monthly change in unemployment is +/- 273,000, and
fwthemuhlychmginﬂum#oymmilisd-.w
pescentage point.

1p and Earnings also provi of
sampling error for the household survey data published in this
release. ﬁxmnpbymmmhbwfmmm
mulmhubhsl-ndnwﬁl-bofiu'&plmym”

In general. estimates involving many i
have lower standard errors (refative to the size of the estimate) than
estimates which arc based on & small number of observations. The
precision of estimates is also improved when the data are cumulated
over time such a3 for quarterty and annual averages. The seasonal
ﬁmmmmimmmﬁqofmm
estimates.

M. of the reliability of the data drawn from the
esteblishment survey and the actual amounts of revision doe to beach-
muk adjustments are provided in tables 2-B through 2-H of that

Information in this release will be made available to scasory
impaired individuals upon request. Voice phooe:  202-691-5200;
TDD message referral phone: 1-800-877-8339.
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HOUSENOLD DATA

Table A-1. Employment status of the civillan populstion by sex and sge
Plutecs 6 oosancs)

HOUSEHOLD DATA

Not seesonally adjsted Seesonally adjusted’
Enployment status, sex, &nd 808
ow. ot MNov. Nov. by . Sopt. oa Nov.
2000 201 2001 2000 2001 2001 200 2001 2001
TOTAL
i 2 72581 287 | 2087 | 219 | n2im n2sm | n2rer
‘Covlin Wb (oce. wies | weoor | wien | o | e | owiase | s | oo | owaas
B 7.0 53 o8.7 7.0 1] s o7. ] Y
Employed 198731 | 1 [ 1o 19637 | 134383 | 138081 | 13a5e2 | a0
“s €35 631 Y 634 37 €13 o
Agrasure 200 3265 2971 2178 306 2117 3220 2200 2108
———y ot | sien | s | meae | mexe | mze | e | sz | roers
5295 7,106 755 5050 6308 57 7000 278 [Y ]
38 50 53 4w 45 49 49 54 87
ot in labor foe @s | w5 | s | wan | o7 | nrs { romw | mze | o
i an axn = 41 4529 4ps8 45 40 GJ
Men, 16 years and over
wiers | weae | w2z | 10078 | 101m0s | oioness | soait0 | tozze | a2
foxce ™52 | T 7sns | s | reoss | veoss | TEse
s 742 748 743 740 745 TR 2
- Emgloyed 2 | nowv | nes | e | —rze | neo | 233 | nan | nan
ns ns 708 703 708 705 X3
Ee] 41 a £V s ar am s
a7 w 45 81 49 55 0
Men, 20 years and over
wosr | sors | saom | wom | same I wao | wen | wors | som
force ns | neo | nym | nas | nsss | nsu | new | nes | ree
785 5 763 Y64 784 762 o8 705 784
Employed oo | oz | eaze | s | s | e | ams | sem | eo@
o 740 731 728 738 T4 729 3 728 723
Agiasure 20% 2184 2013 2,122 2028 2140 2178 2117 200
a0 oazn | easn | esr7 | exam | onosy | onmes | eeon
2200 52 34m 2452 280 iz 1008 22 a0
az “ a8 u 29 “ 43 <3 (X
Wormen, 16 years and over
weacz | oy | 1nes | omee | vooos | naso | 1020 | s03ss | soss
foxn @ne | oo | eamr | es7s0 | oooss | s | oemtx | ear2 | es30
602 - 0.0 0.0 0.1 €0.0 a8 .0 000 0.0
Employed a3 | w281 | €290 | @126 | e300 | 627200 | €03 | M | m
579 57.0 570 523 573 4.9 570 Y] o8
2813 a2 344 2608 258 P 24 a5 s
N 0 &0 &1 «w a5 “ 54 ]
‘Women, 20 years and over
a0 | wan | weew | wosn | swosr | soies | ez | st | wass
force o | 2 | was | e | ew | 22 | e | em | e
0 Y 1o 07 0 ©s 09 «s ]
Employed s | o | oss | mme | fre2 | sz | .o | A | am
Y] e |- Az as as a3 a2 s L2
Aglatm 2 ™ ™ m 20 o =3 [
ooss | oara | samos | soe | easre | sa7es | sase | sam | samr
2012 T 247 211 204 25% s 08 ]
a3 “ s M as 2 . s }
Both sexes, 16 to 10 years
Civilan 158 | W w2 | wes | wewms | ister wies | ems | a2
touce 7854 1748 7 an s 72084 s o s
o as o8 24 £0.0 A 8 80.0 o8
Exptoped €365 58 san 120 ~ L] (Y3 “ou o
as » «s <s xs s o3 oy
Aginmes 0 = [} = E] m e 23 mw
68 [ .30 7002 acm [t [ L] o0
109 1182 12 1087 1, 128 [ 125 =
v [rel 89 a0 us i wr 185 [T
% The papeistion fgures & not aduuted ko asacnel varielion; Bevedors, Kericel
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A2 Employment status of the civilisn poputation by race, sex, age, snd Hispanic origin
Poumbens in housards)
Not eszsonally adjusied Seasonally sdjusted!
Employment status, race, sex, age, and
Hzpani; origin
2000 2001 2000 2001 200 200
WHITE
oM | a2 a0 | sk | omow | e | 1man | o
Toce wazs | oam | e | wrse | sk |oargas | uaze | s | nases
CZ] «.0 70 X .1 Y 7.1 2 72
Employed 1nasee | nntoe | n2se 13201 | 112000 | 11288
049 041 042 “o Y]
uwo |- swr s519 5,008 5598 (3
3 “ . - X
Men, 20 years snd over
Lo 0z c08TS LT 3 «aru sLon LT ]
7 £ s % 77 %
Employed SaS5e Ll $8.000 843 sa320 ST
742 il TIA 740 nr 732
157 2,30 208 2% o 32
27 s a3 Er a“ a
‘Women, 20 years and over
caszr | saxw | sogve sosst | so7se | sosm
02 0.2 0.3 0.0 CX] ©2
Employed s | am | axs @re | s | am
588 579 L 8 578 518
1422 .= 20t .27 200 210
as 40 ) Y] 43
Both esxss, 16 to 19 years
force “un [V 4 4508 s 807 o~
£28 508 507 518 80 532
Employed sa 5490 8813 5904 sz 5907
@8 “a a7 -7 @ “o
b ™ " [ = [
17 128 37 27 13 138
) 122 139 "2 138 1“a ®1
Wosmen "z "ne "y ns "s 1"
SLACK
nIe =m0 28720 =583 25844 ko ed BID
force 18798 wn wrne "2 Ll 1012 e wns L
Y] .4 @0 LY a3 55 €52 “a
Ewployed 15000 | 15202 | 08137 | asams | isw7s | osees | usxm | 1sios | vese
0s 50 LY 610 .5 LY 82
1198 1531 1002 127 1220 1817 1,408 1831 147
7 [3] [ 13 78 [X} or 01
Men, 20 yoars and over
o 7453 7303 144 %7 7.%8 T4 T4 1319 7308
732 ny e 721 723 28 no 714
Employed 6984 LY 4 8804 .008 ars2 470 o
3 L] = o8 @4 o . “s L3
490 Ll 020 S8 L L] “we 5 “
e 74 o as 78 [t . 0 [
‘Women, 20 years and over
oed o 48 Lms LS “s Lol 8488 L
Lnd L5 =4 658 s ©A S8 [ ]
Empioyed 708 8 7708 7408 7.0 2 rm 7.708 TAM
“s .1 ny ] 618 no ©4 a8 )
« - - sy 08 -2 [ = k]
s az .- [*] 0 [T 2 [ [
Both sxxes, 16 10 19 years
bgsod o d [ ed 0 100 80 [l 0 =5 -
n =1 e an 88 us u2 n4 o8
Engtoynd ™ o2 20 i d =3 [l -1 [ d o
Employ ns =4 ne 21 ny ue me ns na
20 08 m F- 2z "3 ] nr 8
na nr ns ns ns 04 E-24 n 27
4 200 n ns s ns 208 ne 38
na 4 »4 ‘n3 %3 g ns |- = nr

Sow 10K0Ns 81 end of titie.
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Table A-2. Employment status of he civilian poputation by race, sex, age, snd Hispenic origin ~— Continued
PRrtws @ housands)
Not sexsonatly adjusted Sessonslly adjasted’
Employment status, race, $£X, 3Q8, and
Hispanic origin
2000 200 20" | 2000 2001 2000 2001 20
RSPANIC ORIGIM
2y | AW aar | zer | nw | nez | 222 | 2w | nar
torce 18514 | woor | ¥ 15028 e | a7z | ssaa | teooe | rsee
C s s 8.0 2] 2] as X
Excioyed ey | resos | oresm | e | s | wm  owam | was
07 “ Qs [N 638 @)
) 1,100 X: ] 0 s o 1010 L1 217
s7 Y X [ Y] [ “ 72 .

? The poataton grres 8 AOL acfoied for setsonsl vasisicr; fusulors, dentical becacme deta (or e "oRer races” GTUD re (Gt peesenaed and Hapanics a incheded
[ Do $8 whie and biack popultiicn QROGS.
NOTE: Outal (or $19 atove face st Hapenioarign graxs wil nol sum 1 ik

Table A-3. Employment statiss of the clvillan 25 years and over by
Pheztoes In homands)
Not seesonsily sdjasted Sessonally adjusted®
2000 2001 2001 2000 2001 2001 20 2001 200
Less than & high school diploms:
e | nxs | zse | Das ney | D | =z, znxs | oA
e 12008 | 1200 nwy | oiase | 1z nme nase | 120m | nae
o2 “y “
Employsd n2a | nw 1nou | 1an 1,300 1096 e | nam | nxo
© o
™ e " [ o
.- EX) 13 [ - 73 E2) (X4 a
High school gracaies, no college?
a2 | a2 ssa0 | s7sez. | soa | 51513 | Sa0 | san | 67400
foros " nmR b Y 12 »500 37008 NS nass 20870
“s 643 42 s “s “s 42 A Qs
Emgioyed ».087 BXe | B0N -3BE0 BA »00 E .S sty Wrn
0s .1 22 23 0.7 615 14 ©s
120 15 | mw | 12 152 15 150 77 1.
43 a 15 a “ 43 LY &~
Less than s becheior's degres®
“ure | san & | wn| sm | am | cxn | am ] am
DO ns nEN | v nne R E Y 21 £l
Y] 728 T3 712 3 ns 8 3 734
Emgloyed 270 s I nag 2301 207 0. NS nm
kA ny no ne ny 58 720 03 L
08 2. 28 | L [ 1478 11 1308 14
24 » 4 27 20 a2 as @ “
College gradustes
45708 aan . s 45,708 457 et d Qs
fosce: 8.3 n®BL a0 nxr nse 08 FAD
= 782 T8.8 70 3 R ol 7y n3
Employed. neN A0 2.5 B4 Ry Ll VSO 38,000 E ]
n n3 S nt ns s ns %5
a7 ” 08 (] ™ ™ [ v 110
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HOUSEMOLD DATA HOUSEHOLD DATA
Table A-4. Selectad employment indicators
7 thouand) )
Not ssasonelly adjusted Sexsonafly adjusted
: -
Nov. ot Now. ow. Ry g St o Mov,
2000 2000 2001 2000 200t 201 2001 201 2004
CHARACTERISTIC
16 yoars and over 135731 | teme | o13asse | 1maw |1asare | wesss | owasier |oisess2 | 1seoee
asz f Qs ] Qo | ax | am | an ] am | om | ew
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HOUSEHOLD DATA
Table A-5. Selectsd unemployment indicators, sessonsily adjustsd
Number of
unempioyed persons Unemployrent rates’
Catagory {in thousands)
2000 2001 2001 2000 2000 200 2000 201 2001
CHARACTERISTIC
Totad, 18 years and 5558 7340 8160 a0 45 “ a9 54 57
e, 20 yoors 0 VWY oo | 2452 w2 0 2 39 4 a3 a £
20 yours ard over 2119 2016 2074 14 9 42 a4 a8 49
Bomsews, 80 19yeRn | 1087 1259 1282 10 [res %4 "7 158 159
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28 2275 124 25 28 a0 3s a7 E
4 607 ™ 82 62 &7 70 . [
4580 [z e as 4 4 50 54 LY
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-
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2 Sessonaly adusied unemploycwent data Kf senvics occupations sre A svalable
Table A-S. Duration of unemployment
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Mot sassonally acjustsd Seasonally sdjustsd -
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Table A-7. Rezson for unemployment
(Phsbers in fouaants)
Not sessonally sdjusted Sessonafly sdjusted
Rezson
Now. [ Hov. Nov. Sty Aug. Sept. [ os,
2000 o 200 2000 2001 200 2001 200 2000
NUMBER OF UNEMPLOYED
Job onees e —| 232 3701 41 250 2252 43 on
ot 5 o84 1007 [ 1003 13% v
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[ 208 [H] ) M) I
jobe 574 s ™ (3] 3] M [44]
Job leavecs s 2 ) ™ ™ m 2
Aserraces 1853 2081 2008 1998 w1z 2000 2202
How enares £ =3 %3 o - [
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\dor 20 s2| -ss ]| (M ™ (4] (M ™ m
vs wasgily
- 58 2| (4] M (4] (4] ™M
ve an e N
fpea- — a|l vl wlo|lo]lo]lolo]loe
T Mot svalable. a atast of S magkuly atached, have ghen 8 jobndnt rtxied rasch lor Rot Cusanlly
NOTE: Tis cange of mnge  locking for 8 K. Perscns employed pan e v SCORORC reatons i Boee wh went e
Pubished 1y tabie A-7 Of Iy solmbes ricr 1 1904, Aarpinaly afiacted wokurs 3 DIacRe e eweatie (or Sibme work Dl ews bad  aesle fr & patioe ectucs, For futher
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Table A-9. Unempioyed persons by sex end age, ssasonafly adjustsd
Number of
unempioyed persons Unemployment rates®
Age and sex {in thousands)

2000 2000 20 2000 2001 2001 2001 2001 2001
Totat, 16 years and over 5658 1701 (AL 40 a5 .9 a9 $4 [34
161024 ean 2081 26% 270 2.1 10.1 15 107 s ny
150 19 years 1,087 1259 1202 1o us 164 "7 155 159
16917 yeors 507 5 52 154 193 9.4 182 2 7.4
1810 19 yaars 0 s ™ 14 ns “r 139 e 150
2010 24 yours. 4 1388 1420 (3] 75 00 a5 95 27
25 ynars anxd over s 008 s 30 34 a7 a8 43 .
2054 ysan .00 4,400 4 0 as 0 39 44 48
55 yours and over 520 o7 o8 29 28 20 33 as a8
M, 16 yames act over 0 4G 450 40 s 51 49 55 60
18024 yeen 1% 1,458 1568 95 104 124 n3 124 33
15018 yeers 580 bl ™ 136 150 18 158 173 0o
161017 yours 27 f<] m s 190 27 103 204 07
101 19 youry ol 383 < 13 130 154 1“3 152 1863
2010 24 yours 550 750 s 73 79 [ 89 w 107
25 youra and oves 1473 24 295% 10 as a7 FYS 42 .
2510 54 yaars 1572 238 - 38 9 18 a3 a7
55 yeurs and over 200 E 4l < 30 23 33 7 “
Women, 16 yeers and over 2628 1562 3817 40 as 43 50 (3]
1610 24 yoors s 10 1438 [y 0.7 104 01 104
160 19yma 507 46 [ 123 144 1“2 18 7
151017 yours 220 218 = 134 196 158 129 139
101019 yoars Fd m m ns 108 129 1335 135
2010 24 yoar a8 € =5 (%] 7.1 a4 82 85
25 yoara and over 168 2372 2470 31 a4 ar as a5
2510 54 yoors 1471 2065 225 32 by £ 40 43
55 yoarn nd over 24 287 E=] 27 25 27 23 28

b

Table A-10. Persoas not in the labor force and muttiple jobholders by sex, not sessonally sdjusted

Quumbens Iy thousands)
Tota Men Women
Category
200 2001 2000 2001 2000 20m
NOT IN THE LABOR FORCE

fore .51 mess 203 278 s “z
ward @ job un 4320 1,708 1,956 2208 23
g 107 1315 (] [ % =]

Reapcn not cunendy ooking:
™ 2 s 120 7 ]
£ %3 388 504 -« ")

MULTIPLE JOBHOLDERS e

Total enigies jctrokens* 7455 7000 a2 158 383 wm
Parcent of iotal employed s 53 83, 50 58 55
dind a2 870 227 21 1m 15m
Peimary 1555 1514 519 - 1.0% =2
Pricary jote = 241 21 1 10 06
Hou Y on prmary Y od 1408 1434 00 744 o8 ot

‘h*bw“--ﬂ&ﬁmﬁ*um 1eancns a3 ClkS-Com N WNEPOIS (ICLINCS, &3 wel &3 & wral rsvber KoF

7 icasies thinks no work svabuble, cousd ot Bnd work, lacks achocling o

4 tnchxies perscns wiho work pard e on their primary job and A Sme on thely

aiing, evepioye

3 inchdes Saee wtn did 001 actively ook K wcxk s B prior 4 weeks Kr soch.



ESTABLISHMENT DATA ESTABUSHMENT DATA

Table B-1. Employses on nonfanm payrolts by industry
{in thousands)

Not ssazonafly adusted Seasonefly

adpusted

20010 | 20017 | 2000 200t 2001 2001 2001P | 2001P
132.574f 132441 132.279] 132,449 132,305 122,230, 131,762 131,433
$I1.262] 11,0061 111,889] 191,517] 111,390] 11,2491 110,762 110,437
24993| 24701| 25711| 25.122| 24,963] 24888 24.747| 24580
567 569 569 569 567

U7 i 49 34 25 35, 35,4 34
75 L 80 80| 91 81

3439|3401 319 341 ko 342 340) 339
1185(  #15.0, 114, 13| H2 112 113 13

7063) es940| 6781] 6067 6851 887 6,854 @852
15%04] 15707| 1548] 1554 1ss7] 1se2 1581 1,561
935 942

909 a2 233,
44733) 44029 4s24] 4378) 4372 a3 4360 4349

18.423| 17.514] 17,354] 17,190] 18382 17,688] 17.533] 17.448] 17,32¢ 17,161
12551 11,784 11,857] 11533 11.900) 1.782| 11,708] 11.827] 11501
11.141| 10471] 1093 10258 10,6241 10,523 10460| 10,3631 10,247
75681 6908 6900 6530 7302 7022| 6970 6898 api3
823 s056| 796s| 7m9.t 797) ™ 789 786
55080 5138 5048] 4978 531 519 513 505 498
569 567 566 560
648 643 633 632 621

() m n [ m
1478 1,488 484, 1.453| 1,434

1, K b
2007 18801 1.965| 19441 1918
344 340

353 348 343
1589 1565{ 1551 1529 1500
834 613 613 601 592
1,752 +.750| 1,735 1715 1707
31 919 903 803
485 483] 456
858 851 849} 847
) 381 s
70101 6983| 6961] 6914
4796 4760] 4738] 4720| 4888
18801 1674f 1682 1,689 1690
3 35| 33 3 33
a 4851 459 453 447
5N 554 $51 543 53
-] 829 28] -1
14891 1483] 1473] 1485] 1452
1 1035 e 1008 102

127,

35|

60

i
ii
i
§ 3
§

8,950
4581) 45%| 48| 4473 44
- 25|

228 29 2

485 <88 42| 4 A%

1.883] 18441 1833 1 1837

208 205

13040 1303 1.300] 1264 1219

14| 14 14] 14 14
408 463
2547 2542

1,700 1.698) 1,695 1,895

843) 847,

Wiolssaletrade | 7086 6993| eoes| eos8| 2070| 7017 7010] eoe8] 697
4200 4122 4112] 4001 4208] 4148) 41] 4123] 4114]
287 247 2568 2878] 2085|2257

g
B8k siks
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Table 8-1. Empioyees on nontarm payrolls by industry—Continued
{in thousands)
Nat seasonally aciusted Seesonally acusied
2000 2001 | 2001P | 200%P | 2000 2000 2001 2001 { 20019 | 2001P
Retall trace | 2 23,400 237611 23.395] 23,6806 23506 22.417| 2240
Bulkiing metarats and garden aoohes .| 1.001.6] 1.0130{ 1.0085] 10021] 1.011] 1.008] 1014 1013 1013 1011
Genecal sores. 3,060.8] 2.746.8] 2.789.9 2835 2810f 20001 2793 2783 2781
27024] 2408.4| 2.4448| 25108| 2,452 2458 2449| 2450 2420] 2405
Food skres | 3,562.7] 35310 35€21] 3571.2] 3526 3536| 3531 3538 3542 ASW
Automotive Geslers and service stations ......| 24229 2,448.2] 2437.0| 24329| 2.426| 2.635| 2441| 2435|. 2.420| 24%
5 . , 1123 an| w18 x| LY
Apparel 80 ACAIIOY NES ..o | 126681 120541 12058} 12572 1208 1219 1224] 1224f 1210 1200
Furmiturs an0 Nome kaTishings 105 .......| 1.173.3] 1.1258] 11364 1,1650] 1,144] 1137} 11%7) 1133} 1138|1138
Exting and 83538] 8.1244] B1224] 8142f £310] B280f 8242| 8185} 8198
3I03|  AIs1] 28| 38y AW 3B
757s| 74818 r.823] 76%| 7827| 7EM
a7l arss| arse| 37sE) 375 ATEl
2023] 2039 2037| 2008 2035 2041
1,420 1.426] 1,423| 1423 t428| 1428
253 255 55 258 258 258
678 0 709 T08) © N2 bl
AR 1 24 | ko4 bl
770 755 7551 55| 750| 751
258 258 = 258 258 - 258
2340| 2387| 2357 2982 23Wm| 238
1.583] 1589 15881 1601 1.602) 1508
757 758 759 6 758 e
1508 1508 1508 1513 1512 S50
40845 a1.08| 41129 41,134| s00e8] <0013
811 834 a37 633 840 L1
1839 1822 1912 193] 1082 1855
1261] 1281| 128 128) 12m0| 1Zm
9.933| 95a2f o588 9581 9467| 938
998 998 7| 9971 -5 w7
3p60f 3st7l casal 3483 As| A2
3481 3127 3113] 3.108| 3005) 2918
-2,152] 2202{ 2,194] 2200{ 2202| 2198
1270{ 13121 1,307| 1.308| 1.298] 1308
368 300 :W2| b 62 4
505 589 508/ S8 Eud
1, 1772 1 TT| \TeBl 17T 10
10,164| 10.354] 10.384] 10408 10.420] 10461
1.941 1963] 1o90] res] e8] 2001
1800 1823 1828 18%] 1833 1
a6l aose| «ne] 4124] s3] 10
644 647] 653 655] [ 656
1018 1026 1028] 1030 1028 100
2238 2432 24s52| 2448 24 2447
2958| 3043] 2076| 3085) J004 2085
ked 760 &S| 758 58] bl
820 47| 848 [ ) -
108) " 1 12 112 10
2480| 2498 2500] 2500 2505| 2500
3478 3540| 54| A5 35| A
1006] 1,084 1087] 1067 1.000| 1087
03] e sl 2| 12 L
(U] m m | m o [3}]
20590| 20,832 21,005 20.981) 21,000] 20904
2620| 2m28] 2622| 2627| 2623] 2204
a8 w2 v el wmet LT
4788] 4900] 4m3| 4831 4803] 4
2033 2117| 2122 2928 2.118| 218
2768 2702| 2791| 2802 2807 270
1172 13397| 13.470) 13423] 18454] 1347
T449] 7573] 7650] 7508 74071 TAN
57| ssz2| se20| sa2s| 5862 sAe
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Tabie B-2. Aversge weskly hours of production or nonsupervisory workers! on private aontarm peyrolls by industry

Not sessorally adissted Seasonally adusted

sy Now. Sept. Oct. Nov. Now. Dy Aug. Sept. Oct Now.

2000 | 2001 | 2001 | 2001 | 2000 2001 2001 2001 | 2001P | 20019
Total privaie My Ny M0 Mo M2 M2 Mo M1 Mo M1
Lcn. 2o T ———— . 07 40.4 03 408 “s ©3 402 “©0 0.1
L [ em— R 1 ] “o Q8 @9 0 43 Q4 as Qo 431
= n7 s N4 N»1 9 294 n2 0 ns %4
“s “o w7 0.7 42 <08 07 «©8 05 «©3
Ovarting howrs oo} 48 43 40 kL] 43 40 41 39 38 az
[T T - Je———— - 1 | “3 0L 09 “as “2 “a 4009 07 08
OVOYETIE NS o] 48 41 as EYl 4 40 4 38 a7 3s
O oo T T J— ¥ ) ae 408 408 400 4.1 09 411 05 95
Fumi 399 »e 87 87 304 %7 n7 88 384 84
Stone, ciay, and ghass products .............| 432 451 “3 «“®3 430 4“0 439 440 Qs “o
mary 4590 “s a1 @28 4“4 “1 @7 QT Q2 «@2
Stast emaces and basic steel prockects .| 458 Q7 Qa2 452 “7 “s 35 Q9 @8
-- 26 “s “2 “3 4.1 as «“ns “a “0 08
Indstrial machinery and equipmont .| 420 1 404 - 404 404 a7 «~8 402 405 404
wmmmw__ 40 | 34T %Y 04 405 389 01 1 N0 389
Qa1 a.: a7y 418~ Q8 422 @8 “s a3 a3
Motor vehicles and equipment .............| 438 Qs h Q2 430 “us @3 20 @
ans 4t 08 a0 Fy a2 408 404 a“t 40.7 «71
®7 78 378 74 n4 384 382 s 74 a2
07 | w04 | B3 | w05 | w03 | w01 | 02| a2 a0
48 43 42 42 40 41 41 4 39
290 a“wy “3 “n4 09 a9 490 al 408
408 «©8 @A 404 4058 09 00 02 9
02 27 400 408 »n7 308 8 »7 07
nr »n7 e oy 89 »9 nz »s
@2 a"s “s @2 419 “2 “e 415 412
ns »2 384 B2 32 »0 LS 380 us
23 «“3 «@s 2 @7 21 @2 Q3 @2
28 @ “us ? @ 2] @ @ [2]
42 9.7 a0 4.0 08 45 08 405 038
ns w2 W2 73 87 B4 %3 80 a8
25 s 2s k-3 ] ns ns ns ns 28
80 s 38 s ns 378 s s 77
By =4 »2 384 =2 3as ns »1 »n2
88 85 s 29 »ns 88 a7 287 | 28
n7 B9 »1 »2 u2 82 82 »1 »
7 n4e ns ns 27 s ns s ns

marAtackaing m!l&. ~

workers in This ‘series 3 not published seasonally acksted becams e
trade; Gnence, seasonal camponent, which i small relaive 0 e end-cycs end
services. Theee groxps account for Cannct be sepacated with suliiclent precision.
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Average hourly saminGs Average weekly samings
\nastry Nov, Seagt. Oct. Nov. Now. Sept. OcL Now.
2000 2001 20017 20019 2000 2001 200P 20019

LT ——————— i Y $1451 $14.50 $145¢ $470.06 | $467.60 | $450.00 | $404.38
Seasonady e | 1357 14.45 1447 1452 47917 | 4275 | 49198 | 4953
pr g 1568 1814 16.14 1818 [ L 5800 65206 65205
Mg ...... R e 17.70 1.7 74300 7748 mmn 6278
1820 10.50 1855 858 TO4.34 7830 TX0.07 T80
1480 1501 1497 15.08 Q7.8 61543 002 $1204
15.49 1545 5 (<Y 1] 639.74 o 6519
1245 1235 1241 L9487 $17.82 snss SOA85
1235 128 1238 47401 428 47941 AT833
1522 15.13 1519 837.63 686.42 67028 860.37
727 171 17.23 TAB.10 8.9 T4 TIV.44
2090 2083 s02.72 950.77 89647 299.06
1442 1434 14,43 597.88 558.43 53081 595.96
16.05 1609 16.14 £58.14 64842 65004 5084
1404 wn 1487 575.64 584.70 500.46 58588
1939 1939 19.50 21.08 809.09 80815 818.10

19.60 o2 1995 84427 840235
15.08 15.00 15.08 07.56 618.97 609.00 617.08

237 1227 1240 457.43 46753 “s

»

143 14z 1437 569.49 s8242 57851 S81.99
1285 1293 1394 53425 54390 $30.18 54268
21.70 2L 29585 80536 as1.02 907.79

11.40 1.8 1145 460.94 45828 450.99
9.56 948 35267 35085 897 2159
1712 1712 17.18 70820 T22.46 nse2 "
150 1498 140 58490 577.89 571.47 S7an
18.06 1862 18.63 77804 .7 783 TRASA
2227 2% 22 95589 9555 .70 as.72
1351 1348 1235 539.72 55661 54864 85473
1025 1047 "1 390.10 kel 8818 204
S 402 140 14.08 - A39.2 450.0¢ 45553 45895
vor | oo | e | ewss ‘s298 | sass
1808 15.08° A1 595328 62056 0427 °07.26
"» .94 999 peot ) 286570 329 a2
Finance, InRLance, 8nd e 58 ..o | 1525 1808 1597 1604 549.00 529.04 R 579.04
[0S ———————— 1} wn 1479 o w22 45391 47020 483.00

1 Ses footnoe 1, tale 8-2.
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y workars! on pr oy
Percent
Nov. [ sy | A | Se | oct | mow | hame
Industry trom:
2000 2001 2001 2001 2001P | 20010 Oct. 2001-
- - Nov. 2001
Tocad private:
Cusrant. s [ $T3IT | $14.34 | $14.40 | $1445 | $1447 | $1452 03
Constant (1962) doktare? ... | 782 8.00 LX) s 808 NA e
1583 1559 18.01 18.04 18.05 18.18 T
1738 17.74 17.69 1787 170 17.04 8
18.18 1828 1835 18.38 1838 18.51 7
1457 1486 149 1496 1497 15.04 5
1384 1418 1“2 1428 1430 1437 E]
1348 1287 1350 13.98 1401 14.05 3
1842 1688 16.95 7R 17.10 17.14 2
15.44 1584 1581 1595 15.90 1591 Bl
961 .84 .87 987 982 999 T
1528 1591 1599 1801 18.08 18.07 1
14.18 1481 “un 14.78 14.80 1483 2
1 Ses footnote 1, table B-2. OTMMI,N“MM
?mmmmumm&m Derived by assuming thal overtime hours are paii at
and Clerical Workers (CP-W) is used o deflats this the raie of time and one-hall.
* NA. = not avaiable.

Changs was .5 percent from September 2001 % P = proliminary.
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Table B-5. indexes of s0regate weekly hours of procuction or nonsupervisory workers! on private nontarm peyrolls by ndustry
{19€2=100)

Not seasonely acgsziesd Sensoralty scgusied
2000 | 2001 20019 2001P 2000 2001 2001 2001 20019 20019

Total privats 1526 | 151.9 1+49.7 49,1 1518 | 1508 150.1 | 1499 14338 1407

D ing 1186 | 128 107 1009 H4g | 1MNS 1103 | 1005 1002 1077
MG rreeeseeieee| 525 | 568 | 563 | 852 | s20| ssa | ss3 | ssa| 547 | ses
C - 1878 | 1997 1962 190.0 1847 | 1903 1885 | 1880 1854 1887

04 §75 | 1096 | 1021 100.8 9.4 7.9 963
1206 1190 | 1372 ] 1301 1278 | 1232 ] 1198 1180
194 177 1180 | 1189 | 170 | 117811188 1182

™6 5 o1 a4 823 a7 ™9 781

£65.3

625 64.1 .4
1105 1095 1208 | 1137 1126 | 1119 109.7 1075
89 859 882 .. 5.4

91.8 90.9 2 924 913 | 810 90.8 6
192 1164 1160 ] 1140 | 1145 | 1137 1154 137
504 4.7 480 48 51.4 a5 478 474

7 | ns | wi| na na| 73| n7
1335 1325 [ 1445 | 1264 1343 | 1345 A} 1319
249 | a | 23] 28 27| 248 |

Firance, nsurance, and rosl astade ... | 137.4 | 1418 | 1382 1302 | 1389 | 1398 | 1398 | 1400 | 1308 1408
Sarvices )

+ 1 Seslookome 1, mbis B2 o P = profeninery.
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Table B-6. Oiftusion indexes of employment change, sexsonally sdjusted

(Percent)
Privats nontarm peyrolls, 353 industries!

572 | sas | €51 632 | see | 572 | se8 | S92 ] 627 | 652 | 618 | &2
632 | s62 | 593 602 | 589 { 671 | 554 | 584} 548 | 550 | sa2 | 584
s51 | sos | 508 | s72 | se2 | 542 | sra | sea | 552 | 579 | 599 | 568
557 | 583 | e10| 542 | 4271 05| s78| 551 | s20| ses | s59 | 542
§37 | 504 ) 558 | 450 | 468 | 443 | 455 | 439 | 41| P304 | P22

65| 640 | es0| 670 63| s98 | ss6 | e73| ma| mo | ss
€53 | 661 | o486 | €57 | 22| 679 | 575 564 | s | s92 | s93 | s92
608 | s78 | 585 | 558 | sav | s79 | &2 | se2 | s98 | s 60| eos
616 | 633 ] 619 | s62| 5t | 579 | 615 ) 564 | 541 | s33 7| s3
$17 | s41 | 486 | 492 | 425 | 424 | 05| 399 | Paon | PIs4

694 703 nia 07
608

69.1

g 588

59.8 598 582 603 8.7 592 618 608 622 612 a3 649

835 60.6 628 a7 615 555 56.4 psu?,‘ 542 548 518 542
453 g ]

693 67.4 (2] 700 6.7 703 70.1 708 nao 705 69.7 707
588

X g 809
612 602 582 60.3 508 818 622 613 619 630 613 09
! 630 542 534 530 51.7

482 528 555 548 529 537 493 511 S1.7 618 614 548
574 515 537 533 48 @2 382 515 @19 “s 3 Q4
8.0 445 40 423 S04 393 515 23 452 443 s3 47

487 412 548 57 s s 4HS 438 “
379 24 a5 33 2.4 33 390 278 360 | Pw.

£
H
g

500 518 L3 555 529 529°( 504 548 598 708 685 843
598 598 g: 504 @7 e as 415 “9 82 %8 «s
“2 10 “s 038 452 30 452 408 “9 63 40
50.0 540 sZ9 “°23 a5 482 338 287 205 %00 »7
283 24 48 285 24 us 290 109 | 210 | P24

537 537 $11 50.7 507 S48 [-A] 818 843 673 (-7
832 544 504 404 M5 0.1 s %4 E ol 401 A M2
36.0 382 s 412 »8 27 430 “s 480 40.4 443 6158
515 %S 485 55.1 48 49 335 348 201 24 =0 279
2288 =4 199 202 151 | Psa | Puaz

5.1 528 540 544 55 570 510 588 502 577 574 5.7
548 522 518 487 404 0.9 382 375 84 348 »n7 M2
ns us 24 %0 379 390 40.4 “S5 480 4“9 “us
443 452 “2 379 38 313 N3 313 s 254 20

191 165 | 147 | P18 | Prao

‘sexsonally adjusted data for 1-, 3-, and 6-month spens NOTE: Figwes are the parcent of industries with employnent
and unadiusted data for the 12-month span. Data are comered within increesing plus one-hatt of the indushries with unchenged smpioyment,
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The Honorable Jon Corzine
Joint Economic Committee
United States Senate
washington, D.C. 20510

Dear Senator Corzine:

At the December 7 hearing of the Joint Economic Committee, you
raised the issue of whether temporary workers stay in their jobs
‘long enough to qualify for unemployment insurance. We have some
data related to that topic, although it is not enough to provide
a complete answer to your question. ’

The information that we do have comes from our contingent work
supplement to the Current Population Survey. The contingent
work supplement collects information on the number and
characteristics of workers in contingent and alternative
employment arrangements. This includes persons who report that
they work for a temporary help firm.

people who say they are working for temporary help firms are
asked how long they have been working at the place they were
assigned by the firm and how long they have been accepting
assignments from temporary help firms. The most recent data
available are from February 2001; these data show that the
median tenure at the place assigned for temporary help workers
was 6 months. The median tenure working as a temporary help
worker was about 7 months. In contrast, median tenure with
current employer for workers in traditional employment
arrangements was 4.4 years.

These measures do not indicate how long the worker will stay at
an assignment or with a particular employer. Rather they show
how long the worker has been at that assignment or with that
employer up to the time they were in our survey. We do not have
data on completed spells of tenure for either temporary or
nontemporary workers.

There is information available from our Mass Layoff Statistics
(MLS) program in regard to filings from workers in the help
supply industry for unemployment insurance. The MLS is a
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federal-state program that tracks the effects of major job
cutbacks, using data from each State’'s unemployment insurance
database. These are cutbacks in which a business establishment
has at least 50 initial claims filed against it during a
consecutive 5-week period. I have enclosed a table showing data
on mass layoff events in the help supply services industry
during 2000 and the first 11 months of 2001. The table shows
that thousands of workers in the industry file for unemployment
insurance each month following large-scale layoffs.

These data refer only to mass layoffs which may not be the most
common type of job layoff in the temporary help industry. Many
of the separations may.involve fewer workers. A broader
examination of access to unemployment insurance in nonstandard

" employment arrangements is contained in the report, Labor Market
Changes and Unemployment Insurance Benefit Availability. Wayne
Vroman, an economist at the Urban Institute, prepared.the report
under contract with the Employment Training Administration, the
federal agency responsible for the unemployment insurance
system. The report examines the evolution of benefit
availability in unemployment insurance programs. Section II
discusses access to unemployment insurance benefits by

" individuals in nonstandard employment arrangements. I have
enclosed a copy of ‘the report for your review. Additional
questions regarding coverage and eligibility of workers in the
help supply industry can be directed to Ms. Grace Kilbane,
Director, Office of Workforce Security, Employment and Training
Administration, U.S. Department of Labor; her telephone number
is 202--693-3200.

LI Hope that this information is helpful to you; Please let me
‘know if I can be of any further assistance. Also, Philip Rones,
Assistant Commissioner for Current Employment Analysis, can be
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reached at 202--691-6378 and would be happy to answer any
follow-up questions that you or your staff may have regarding
these data.

Sincerely yours,

LOIS ORR
Acting Commissioner

Enclosures

BLS/OEUS

T. Nardone:k1j:1/23/02

cc: Comm. RF, Orr, Galvin, Rones, Nardone, Parks, Kilbane, RF,
DF —
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Mass layoff events and initial for
in help supply servicas (SIC 7363)
Initial
Dats Layoff events claimants for
unemployment insurance
2000
January 144 21,807
February ] 6.264
Mareh k] 8,729
Apeil n 2978
May ] 7.499
June ™ L am
July 2 8201
August ” 8644
8 11.533
October L) 5,674
128 21382
169 17,300
2001
January 122 14,489
February 144 2,054
March Hn2 10,708
April 138 20.859
May 133 12,059
June 120 11,119
July 150 2201
Augesst 138 12952
] 14,084
October 151 18538
188 17,548

Source: Bureau of Labor Statistcs, Mass Layoft Statishics program
January 2002
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Labor Market Changes and Unemployment

Insurance Benefit Availability

by
Wayne Vroman*

Revised: January 1998

+ Economist the.Urban Institute. This report was prepared for the
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Introduction

This report examines the evolution of benefit availability in
Unemployment Insurance (UI) programs. The focus is regular UI, the
program that pays up to 26 weeks of benefits to eligible individuals.
A major objective of the report is to document changes in'the u.Ss.
labor market that may have adversely affected access to UI benefits.

The report is divided into seven major sections. Section I
briefly documents the downtrend in UI recipiency that has occurred
since World War II. Section II examines the emergence of nonstandard
employment arrangements such as temporary help agency employment. It
provides a taxonomy of the various types of nonstandard employment,
estimates their prevalence and describes what is known about access
to UI benefits by individuals in these situations. Section III
examines some other key aspects of UI benefit availability including
differences in receipt by reason for unemployment, the duration of
unemployment and state of residence. Section IV examines the
implications of welfare reform for UI programs. It estimates the
likely UI recipiency rates of former welfare recipients. Section V
examines UI trust fund adequacy. It reviews recent pattern of trust
fund decumulations during 1990-1992, years of high unemployment, and
the subsequent recovery of trust fund balances. Section VI reviews
the performance of unemployment insurance as an automatic stabilizer
of the economy. It estimates the reduced stabilizing effect of the
program due to the decline in recipiency of the early 1980s. Finally,
Section VII draws together the principal findings and notes some
policies that would increase access to UI benefits. Based on the
analysis of Sections I-VI, it also identifies areas for future
research.

As indicated by the preceding paragraph, the report is broad in
scope, but much of the analysis focuses on access to benefits by
unemployed workers. In most recent years, less than one third of the
unemployed received UI benefits. The recipiency rate is lower than

twenty years ago and much lower than forty years ago.
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Several findings relate to the long term decline in UI
recipiency. Three should be noted here. (1) The decrease in
recipiency is not an inexorable phenomenon. Recipiency -has been
actually somewhat higher in the 1990s than it was during the 1980s.
(2) The changing distribution of the labor force across geographic
areas has contributed to the long term decline in UI recipiency. Low
recipiency in the South and Rocky Mountain states coupled with above-
average growth of the labor force in these areas have acted to
depress national measures of recipiency. (3) Policy initiatives can
raise recipiency. One that is examined in Section IV is offering an
alternative base period for persons monetarily ineligible under the
regular base period. However, increases in recipiency will be modest,

.particularly for former welfare recipients because they will often
fail to satisfy nonmonetary criteria even if they are monetarily
eligible.

Three other findings should also be noted. (4) Trust fund
rebuilding following the recession-related drawdowns of 1990-1992 has
been slow. The slow recovery of trust fund balances during 1993-1997
is especially noticeable in the very largest states. This could have
ramifications during the next recession in terms of large scale
borrowing to pay benefits. (5) The UI program is now less important
as an automatic stabilizer of the economy than it was twenty years
ago. While the decline in this function is measurable, the earlier
stabilizing performance of the UI was only modest. Section VI
discusses this in more detail. (6) Our knowledge of several important
questions and issues related to UI benefit recipiency is incomplete.
Section VII discusses research needs drawing upon findings in

Sections II-VI.
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I. The Long Term Trend in the Receipt of UI Benefits

Several researchers have noted a long term trend towards
reduced availability of UI benefits.! Chart 1 provides a visual
representation of the downtrend using the most common measure of
availability, the so calied IUTU ratio. The numerator of IUTU is
insured unemployment (IU), a count of people actively seeking or-
currently receiving UI benefits as measured from UI program
reporting. The denominator of the IUTU ratio is total unemployment
(TU), a measure derived from the monthly household labor force
survey. Chart 1 shows time series for two IUTU ratios, the annual
series covering the fifty years 1947 to 1996 and centered five year
averages which extend from 1949 to 1994.2 Both series clearly show a
downward trend of a reasonably large magnitude. The first and last
observations of the five year averages are respectively 0.470 and
0.330 indicating a 30 percent decline in the centered five year ratio
between 1949 and 1994.

Three other points are indicated by these data series. 1) The
annual IUTU ratios are highly volatile with sharp increases observed
in recession years like 1949, 1954, 1958, 1971, 1875, 1980 and 1991.
Much of this short run noise is smoothed by the use of five year
averages. 2) In the five year averages, the long term downtrend is
seen to be discontinuous. There are three periods when the ratio is
roughly stable, and two periods when large declines occur.? Between
1959 and 1967 the centered five year average declined ffom 0.495 to
0.379 or by 0.116. Between 1976 and 1986 the decline was from 0.411
to 0.304 or by 0.107. These two beriods account for all of the
decrease in the five year averages of the IUTU ratio between 1949 and

I prominent in the literature are papers by Blank and Card
(1981), Saxe and Burtless (1984), Corson and Nicholson (1988), Vroman
{(1991) and McMurrer and Chasanov (1995).

2 The centered observation for 1949, for example, is the average
of the IUTU ratios for the years 1947-1951. .

3 Both series displayed in Chart 1 are shown in Table 1 of
Vroman (1997).
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1994.4 3) Since 1986, the five year average actually increased
modestly from 0.304 to 0.330. Thus not all of the change in IUTU has
been inexorably downward. ‘

This final point is reinforced by the analysis undertaken in
Appendix A. Time series multiple regressions were fitted that test
for a post-1981 downward shift in the IUTU ratio in individual
states. The regressions utilized annual data covering two data
periods: 1967 to 1989 and 1967 to 1996. For 37 of 51 programs the
point estimate for the size of the post-1981 downward shift was
larger during the 1967-1989 period than during 1967-1996. Adding the
seven most recent observations (1990-1996) caused the estimated size
of the decrease in IUTU to become smaller for nearly three quarters
of the state UI programs. Thus the long term downtrend in IUTU
appears to have been interrupted and even partially reversed in the
1990s.

wWhile there is not a full consensus, many researchers would
assert that different factors were operating during the two periods
of largé decreases in the IUTU ratio. The earlier period (1959-1967)'
saw the entry of the post-World war II baby boom into the labor
market. This demographic effect would be expected to be strong since
those younger than age 25 are much less likely to collect UI benefits
than adults. During the later period (1976-1986) UI programs were
experiencing serious .financing problems and benefit eligibility was
restricted in several states.® ‘

The long term decrease in IUTU hinders the performance of

unemployment insurance in achieving its two major objectives:

¢ The highest of the five year averages occurred in 1951 (0.512)
while the 1994 average was 0.330. The total end-point to end-point
decline was thus 0.182 whereas the sum for the two periods of decline
1959-1967 and 1976-1986 was 0.223.

5 gee Corson and Nicholson (1988) for a detailed exploration of
factors leading to the decreases in IUTU during the early 1980s. They
attributed the largest contribution to changes in state UI provisions
affecting eligibility.
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maintaining income for individuals and families that experience
unemployment and providing increased automatic (or built-in)
stability to the macro economy. Each of these objectives is enhanced
when a larger share of the unemployed receive benefits.

The remainder of the report examines aspects of UI benefit
recipiency. A series of descriptive analyses are undertaken and some
suggests are made for changes that would increase benefit recipiency.
In certain subject areas there are uncertainties which could be
addressed by additional research. Some suggestions are offered in
Section VII. The next section explores the emergence of nonstandard

employment arrangements.

.IT. Nonstandard Employment

The long term decline in unemployment insurance (UI) benefit
recipiency noted in Section I could be attributable to several
different factors. This section focuses on the emergence of what can
be termed nonstandard employment. Several types of nonstandard
employment are identified. For each type, its prevalence and growth
are documented along with available information on worker experiences
with unemployment and with the receipt of UI benefits. The primary
source of information is the Current Population Survey (CPS), a

nationally representative monthly survey of 55,000 households.

A Taxonomy of Nonstandard Emplovment

An increasing share of employment in the U.S. economy involves
work that can be termed nonstandard. Without attempting to
characterize the full range of emerging employment relationships,
this section will briefly introduce four dimensions that are
important to note. These are: 1) work for fewer hours than the normal
weekly schedule, 2) temporary work of finite duration, i.e., a time

beyond which there is no implied employer obligation to continue the
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employﬁent relationship, 3) use of outside workers where the employer
directing the content of the work (the client employer) is not the
employer who hires and pays these workers, and 4) self-employment.
Persons emp}oyed in these situations are respectively referred to as:
1) part-time workers {usually measured as less than 35 hours worked
per week), 2) temporary or contingent workers (temporary direct
hires, temporary help agency employees and day laborers), 3) outside
workers (leased employees, contract workers and temporary help agency
employees) and 4) self-employed (incorporated, unincorporated and
independent contractors).

Table 1 provides a summary of these different employment
arrangements and shows estimates of their prevalence in 1995-1996.
Information on nonstandard employment has been greatly improved by
two recent supplements to the CPS (February 1995 and February 18%97)
that focused on this subject. Several articles psing data from the
February 1995 supplement appeared in the October 1996 issue of the
Monthly Labor Review. This report will also use data from the
February 1995 supplement.

Before discussing the employment estimates, some definitional
issues should be addressed. At the outset, note that the four
dimensions of nonstandard employment identified in Table 1 are not
mutually exclusive.¢ Temporary workers often work on a part-time
basis (hence are included in part-time employment). Temporary help
agency employees are both temporary as far as work duration and
outside employees (working under direction ﬁrom the client firm but
an employee of the temporary help agency). When temporary help agency
employees work part-time, they are included in each of the first
three categories of Table 1's left hand column. Most independent
contractors are classified as self- employed in the CPS. In certain

situations, the distinction between leased employees and contract

& One breakdown which places individuals into mutually exclusive
categories based mainly on the February 1995 CPS data is shown in
Table 1 of Houseman (1997). -
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Table 1. A Taxonomy of Nonstandard Employment Relationships and Estimates of Prevalence

-of work

Contractor

-.1995-f

Dimension of Distinguishing Common Prevalence in Prevalence in
Employment Characteristic Designation Household Employer
Survey Data Survey Data
{millions) ({millions)
1) Hours worked Weekly hours at Part-time 23.2 - 1996-2 INA
per Week less than a full- worker 29.9 - 1996-a
time schdule
2) Work of temporary Employment known | Temporary worker | 2.7 to 6.0 - 1995-b INA
duration to be of short (Contingent worker)
duration, less than
one year a) Temporary 1.8t04.0-:1995¢ 2.7 - 1995-d
direct hire
b) On-call worker 2.0 - 1995
c) Temporary help 1.2-1995 1.8 - 1995-d
agency employee 2.0 - 1996-¢
3) On-site employee| Employer at the Outside worker INA INA
of another employer| worksite controls
--| the content of-work [a).Leased employee INA -0.4 - 1996-e
- ..but is not the
. employer who - | b) Contract worker 0.7 - 1995
..pays the salary
and fringe benefits | ¢) Temporary help 1.2 -.1995 .. '1.8-21995-d
-agency employee 2.0 -'1996-e
4) Self-employment | -individual owns . Self-employed 10.5 - 1996-f
their business and
controls key
aspects of the
-|. content and pace a) independent - 8.3

-Source:. Household survey data are based on the.Current.Population Survey:Estimates for 1996 are
annual whereas 1985 estimates are for February. Employer survey data-are from indicated sources.
INA - Information not available.
a - The-estimates are the monthly-average (23.2 mitlion) and the.annual number who usually worked

~part-time when they worked (29.9 million).

b - Three estimates were developed totaling 2.7, 3.4 and 6.0 million.
¢ - Three estimates were developed totaling 1.8, 2.0 and 4.0 million.
d - Based on percentages shown in-Houseman (1997, pp.11-12) and total employment of 121 million.
e - Estimate derived by the author based on unofficial estimates from BLS.

- f - Total for unincorporated self-employed many of whom are independent contractors.
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workers is not always clear. In a classic leasing arrangement, a
leasing company provides all the gyployees to a client firm. In
contrast, contract workers usually fill specialized occupational
niches within client firms, working closely with the permanent
employees of client firms. Self-employment covers both incorporated
and unincorporated individuals who direct their own businesses.’

The point estimates shown for part-time employment and self-
employment in 1996 come from standard CPS sources. These are measured
both monthly and for the year as a whole (work experience estimates) .
The remaining household survey estimates were derived from the
special February 1995 supplement to the CPS previously noted. This so
called contingent worker supplement was repeated in February 1997. It
should be reemphasized that the estimates shown in Table 1 are not
additive as the same person may be included in two (or more) of the
four employment dimensions. From the table, however, a rank ordering
of the prevalence of each type of nonstandard employment can be
inferred. Part-time employment is most prevalent, followed by self-
employment, then temporary {contingent) employment, and, last,
outside employees who work on-site. Finally, observe that the three
estimates of temporary help agency employment fall within a
reasonably small range with the two employer-based estimates larger
than the household survey estimate.

Each of the nonstandard employment relationships is examined in

the following pages.

Part-time Emplovment

Part-time employment is pervasive. Table 2 summarizes
employment and unemployment of part-time workers with CPS data that
extend back to 1967 for all series and back to 1950 for so-called

work experience data.

7 As will be discussed below, the published estimates of self-
employment based on the CPS, however, cover just the unincorporated
self-employed.



Table 2. Part-time Employ tand
Total Women
16 Plus  16-24 25Plus 16Plus 16-24 25Plus 16 Plus
Panel 1- Total Employment - Work Experience Data. LT
1950 67534 13029 54505 22857 5582 - 17275 44677
1967 88179 20062 68117 35787 9599 26188 52392
1977 107096 26876 80220 46379 12672 33707 60717
1987 127955 25097 102858 58936 12247 46689 69019
1996 141379 23057 118322 66371 11110 55261 75009
Panel 2 - Pari-time Employment - Work Experience Data
1950 9663 2832 6831 5845 1225 4620 3818
1967 16261 6841 9420 10532 3252 7280 5729
1977 22897 9854 13043 15302 5293 10009 7595
1987 27815 10854 16961 18537 5957 12580 9278
1996 29868 11011 18857 19484 5850 13634 10384
Pane! 3 - Part-time Employment - Percent of Employ - Work Exp Data
1950 14.3 217 125 258 21.9 26.7 8.5
1967 18.4 341 138 294 339 278 10.9
1977 214 36.7 16.3 33.0 41.8 297 125
1987 217 4327 16.5 315 48.6 26.9 134
1996 211 478 159 294 527 4.7 138
Panel 4 - Part-time Emp! - Annual A ge Data
1967 11362 4053 7311 7009 1870 5141 4353
1977 16558 6620 9938 10639 3448 7191 5918
1987 21189 7438 13749 13819 3993 9824 7371
1996 23170 7751 15419 15725 4305 11420 7445
Panet 5 - Part-time Employment - Percent of Total Employment - Annual Average Data
1967 153 286 121 26.1 30.2 248 9.2
1977 18.3 323 14.2 29.0 37.0 26.3 11.0
1987 18.8 36.9 14.9 275 411 242 11.9
1996 18.3 416 143 26.9 48.4 23.0 108
Panel 6 - Total Unemployment - Annual Average Data
1967 2976 1349 1627 1468 667 802 1508
1977 6855 3220 3636 3268 1513 1753 3588
1987 7425 .2800 4625 3324 1290 2035 4100
1996 7238 2545 4690 ‘3356 1137 2219 3880
Panel 7 - Part-time Ur - Annual ge Data
1967 683 434 249 395 205 180 288
1977 1423 931 492 836 473 362 587
1987 1446 917 529 866 475 391 580
1996 1433 850 583 829 416 413 604
Panel 8 - Part-time Unemployment - Percent of Total Unemployment - Annual A\iér‘agﬁ Data
1967 230 322 15.3 269 30.7 237 - 3 19.1
1977 208 289 135 256 313 20.7 16.4
1987 19.5 328 114 26.1 36.8 19.2 14.1
1996 19.8 334 124 247 36.6 18.6 156

Men
16-24 25Plus
7447 37230
10463 41929
14204 46513
12850 56169
11947 63062
1607 2211
3589 2140
4561 3034
4897 4381
5161 5223
21.6 59
343 5.1
3241 6.5
38.1 78
43.2 83
2183 217
3172 2747
3447 3924
3447 3999
273 55
284 64
33.0 7.6
35.4 6.8
683 826
1707 1881
1510 2590
1408 2472
229 59
458 128
442 138
434 170
335 71
26.8 6.8
293 53
30.8 6.9



Panel 9 - Unemployment Rate - All Workers - Annual Average

1967
1977
1987
1996

1967
- 1977
1987
1996

38 8.7 26 52 9.7
7.0 136 49 82 14.0
6.2 12.2 48 6.2 1"m7
54 120 42 5.4 1.3
Panel! 10 - Unemployment Rate - Part-time Workers - Annual Average
57 9.7 33 53 99
79 123 47 7.3 121
64 11.0 37 59 10.6
58 9.9 36 50 88

61

37
6.0
48
43

36
48
38
35

31
6.2
62
54

Source: All data from the Current Population Survey (CPS). Data measured in thousands.

77-816 02-3

78
133
126
126

9.5
126
114
11.2

20
- 42
48
41

26
45
34
4.1
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The CPS distinguishes Yoluntary from involuntary part-time
employment. Most who work part-time do so voluntarily. In 1996, for
example, only about one fifth of part-timers worked part-time for
economic reasons.® For present purposes, the reason for part-time
employment will not be emphasized. Monetary eligibility for UI
benefits is linked to actual past earnings. If a claimant has
inadequate base period earnings and/or high quarter earnings, it does
not matter whether the part-time work was voluntary or involuntary in
reference to the monetary determination

Two types of employment estimates are shown, annual averages
and work experience data. Annual averages are the averages from the
twelve monthly CPS labor force surveys while work experience data are
gathered in March through retrospective questions asked about work
during the preceding year. Because many workers are not in the labor
force on a year-round basis work experience estimates of employment
are larger than monthly averages, e.g., 1996 part-time employment
totaled 29.9 million in work experience data while the annual average
was 23.2 million. The work experience data that underlie in Panels 1,
2 and 3 show that part-time employment tripled between 1950 and 1996
and grew from 14.3 percent to 21.1 percent of total employment. The
part-time percentage increased between 1950 and 1977 and then
remained quite stable through 1996.

Younger workers and women are more likely to work part-time
than adult men. Note in Panel 3 that the percentages for 16-24 year
olds have shown continuing growth after 1977. In 1996 nearly half
(47.8 percent) of those aged 16-24 with work experience, worked part-
time. In the same year about one quarter of adult women (24.7
percent) worked part-time while the male percentage was about one
third this level (8.3 percent). Finally, observe in Panel 3 that the

part-time employment percentage for adult women has been declining

® See Table 21 in Emplovment and Earnings of January 1997. Those

who usually worked part-time totaled 17.2 million in 1996 compared to
4.1 million worked part-time for economic reasons.
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for the past 20 years while for adult men it has been slowly
increasing. Chart 2 summarizes historical developments in the part-
time employment percentages.

Part time workers are employed fewer weeks per year than full-
time workers. In 1996, for example, they worked an average of 36
weeks compared to 48 weeks for full-time workers. Thus the monthly
averages of part-time employment are not only lower than the work
experience counts but proportionately lower than for full-time
workers. Consequently in the annual average data, part-time
. employment -is a lower percentage of total employment than in work
experience-data, 18.3 percent versus 21.1 percent in 1996. Note,
however, that the trends in the part-time percentages are similar in
annual average data (Panel 5) as in work experience data {Panel 3).
Part-time semployment .in.annual average data has been stable since
1977 at 18-19 percent of total employment.

It.-should be noted that the work commitment among part-time
workers is-substantial. In tabulations of CPS work experience data
-from 1995 the average weeks worked by those 16 and older were 36.8
for women and 34.2 -for men. For both genders average hours worked per
week. was about 21.5 hours-~implying mean annual hours worked of 793
and 739 for part-time women and men respectively. The respective
means of annual earnings were .$7533 and $7841. The averages conceal a
. large amount of variation in annual earnings, but compared to UI base
period earnings requirements the averages are substantially above the
amount needed-to qualify on monetary criteria.?

Part ‘time workers also represent a substantial percentage of

9 There are issues of high quarter earnings and (in several
states) weeks of employment that also influence monetary eligibility
in individual states. The CPS does not provide quarterly data to make
fully accurate estimates of monetary eligibility. See Blank and Card
(1981) for an analysis of this issue. Bassi and Chasanov (1996)
utilized the Survey of Income and Program Participation to estimate
monetary eligibility but did not place major emphasis on part time
employment.
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total unemployment, e.g.. 1.433 million out of 7.236 million in 1996
annual average data or 19.8 percent of the total. Among adults,
however, the unemployment rate for part-time workers is not above-
average. Note Panels 9 and 10 in Table 2. While the comparative
unemployment rates among everyone 16 and older was higher for part-
time workers in 1996 (5.8 percent versus 5.4 percent), the part-time
rate was the lower of the two adult unemployment rates (3.6 percent
versus 4.2 percent). For adult women who constituted nearly half of
total part-time employment, the issue of the part time unemployment
rate is particularly important. Note in Panel 10 that the
unemployment rate for part-time adult women was lower than the rate
for all adult women by at least a full percentage point in 1977 and
1987 and lower by 0.8 percent in 1996.

Another aspect of unemployment among part-time workers is its
comparatively short average duration. In 1996 the mean and median
duration of unemployment in annual average data were 16.7 weeks and
8.3 weeks respectively.!® The means and medians for part-time workers
were 11.5 weeks and 5.2 weeks respectively. On average, unemployment
spells lasttfor shorter periods among part-time workers than among
full-time workers.

Some of the preceding contrast is explained by the
comparatively young average:age of part-time workers who typically
experience numerous but short spells of unemployment. In annual work
experience data where all spells are combined into the annual
duration of unemployment, average unemployment duration for part-time
and full-time workers is quite similar. For example, the mean and
median durations in work experience data were 15.6 weeks and 13.0
weeks among full-time workers compared to 18.7 weeks and 15.9 weeks
among part-time workers. Thus when unemployment duration is measured

for calendar years not for individual spells, part-time workers

10 gee the unemployment duration distributions in Table 30 of
the January 1997 issue of Emplovment and Earnings.
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actually had longer average duration than full-time workers.!!

To summarize, part-time employment and part-time unemployment
represent a substantial share of total employment and total
unemployment, roughly 20 percent. While much of part-time
unemployment occurs among 16-24 year olds, an age group with very low
UI recipiency, many adults, especially adult women work on a part-
time basis. On average, adult part-timers work about Ehtee fourths of
the year, and their annual earnings usually exceed base period
earnings requirements for UI. Thus most would be expected to satisfy
UI monetary eligibility requirements.

Receipt of UI benefits among part-time workers was examined in
tabulations of CPS work experience data and income data from 1994 and
1996. Recipiency patterns were studied among full-time and part-time
workers classified by age, gender and duration of unemployment. Table
3 summarizes the findings for 1996. Overall, 0.289 of those with
unemployment reported receipt of UI benefits.!? The proportion among
full-time workers (0.356) was about three times the proportion for
part-time workers (0.118).

Patterns of receipt by age and gender in Table 3 are
as would be expected. Persons 16-24 are about one fourth as likely to
receive UI benefits as adults (0.088 versus 0.366). Unemployed
.women are less likely to receive UI than unemployed men in
both age groups. Among all adults 25 or older with unemployment,

part-time workers are about half as likely to receive UI as full-time

1 Estimates of the duration of unemployment in the monthly CPS
surveys represent a different concept than in annual work experience
data. Monthly data measure the duration of the current spell up to
the time of the CPS interview. Thesé spells are not complete when the
interview takes place. Work experience estimates of duration refer to
the entire 52 weeks of the past calendar year. Most of these spells
are complete. Many persons experience two or more spells of
unemployment per year, about 30 percent in recent years. Thus average
duration is shorter in the monthly data both because the spells are
incomplete and because work experience data reflect multiple spells.

12 The CPS question on UI benefits combines regular state UI
with UCFE (Unemployment Compensation for Federal Employees). The
latter program is less than 3 percent of the reported total.
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Tabie 3. Unemployment and Receipt of Ul Benefits by FulHime and Part-time Status in 1996.

Persons 16 and Older

Worked in 1996

Total
Total Full- Part-
time time

141,379 111,512 29,868

Unemployment 14,454 10,347 4106
Ul Benefits 4173 3687 486
Proportion with 0.102 0093 0.137

Unemployment

Proportion with 0289 0.356 0.118

Ul Benefits

Persons 16-24

Worked in 1996 23,057 12,046 11,011

Unemployment 4027 2105 1923
U1 Benefits 353 278 76
Proportion with 0175 0175 0.175

Unemployment

Proportion with 0088 0.132 0.040
Ui Benefits

Persons 25 and Older

Worked in 1996
Unemployment
Ui Beneﬁ,ts.

Proportion with
Unemployment

Proportion with
Ul Benefits

118322 99,465 18,857

10,427 8242 2183
3819 3410 411
0088 0083 0.116
0366 0414 0.188

Women
Totat Full- Part-
time time

66,371 46,887 19,484
6326 3936 2389

1606 1273 333
0095 0084 0.123

0254 0323 0139

11,110 5260 5850

1828 816 1013
136 93 44
0.165 0.155 0173

0074 0.114 0043

55,261 41,627 13,634

4498 3120 1376
1469 1180 290
0.081 0.075 0.101

0327 0378 0211

Men
Full-
time

Total

Part-
time

75,009 64,625 10,384

8128 6411
2567 2414
0.108 0.099

0316 0377

11,947 6786

2199 1289
217 185
0.184 0.190

0099 0.144

63,062 57,809
5929 5122
2350 2230
0094 0.089

0.3% 0435

1717
153
0.165

0.089

5161

910

32
0.176

0.035

6223
807
121

0.155

0.150

Source: Tabutation of the March 1997 Current Population Survey. Data in thousands. Counts of those
with unemployment do not include 2,329,000 with unemployment but no work in 1996.
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workers (0.188 versus 0.414). The pattern is similar for both men and
women. Note that the UI recipiency rate among adult part-timers was
higher for women than for men. All of the Table 3 patterns were
repeated in 1994 work experience data. Among adults, part-time
workers are about half as likely to receive UI benefits as full-time
workers.

From the earlier summary of data on weeks worked, hours worked
per week and annual earnings, it is clear that the majority of part-
time workers who file for UI benefits satisfy the monetary
eligibiliiy criteria of UI. The low recipiency rate is due mainly to
other factors. Two will be noted and discussed: reason for job
separation and work search requirements. Most UI programs impose a
durational disqualification on workers who quit their jobs.!® Most
states also require the claimant to search for full-time employment -
as a condition for benefit eligibility. This search requirement is
usually applied even if the person previously worked on a part-time
basis.

Access to UI benefits among unemployed part-time workers would
be increased if two specific changes were instituted. First, allow
compensation after a fixed length disqualification period, perhaps
six or eight weeks. The annual work experience data noted above
clearly show that many adult part-time workers have long unemployment
spells. Allowing them to receive UI benefits would help toﬁftabilize
family incomes while requiring a substantial waiting period}would
reduce the moral hazard of quitting to receive benef1ts Seéﬁnd most
states interpret work search to mean searchlng for a full- tlme job.
Thus a blanket denial is often given to appllcants who previously
worked as part-time workers. Eligibility would seem appropriate if

unemployed part-timers were available for work at jobs with at least

!} Good personal reasons for leaving.a job are recognized in
some states. Most states do not disqualify in circumstances such as
sexual harassment. Because the determinations in these situations are
often set by administrative procedures, not by statutory language, is
not always clear how individual states apply quit disqualifications
in specific situations.



69

13

the same hours as the jobs prev%ously held.

Implementing these two changes would raise UI eligibility and
recipiency among adult workers. If the rate of UI recipiency were
raised by one-half above present jevels (from 0.188 to 0.282 in 1996)
this would close about half of the gap between full-time and part-
time recipiency proportions among adults and add roughly five

percent to UI caseloads.*

Self-emplovment

Although self-employment lies outside the scope of UI coverage,
there are reasons to discuss this type of nonstandard employment.
Many persons now classified as self-employed describe themselves with
terms such as independent contractor, independent consultant or free
lance worker. Unlike the traditional entrepreneur who owns a business
establishment and works at a fixed location, these “independents® may
perform services at different locations and for more than a single
client. ’

when an independent’s relationship with a single predominant
‘client persists for a long period (in excess of a year), the
relationship may be substantially the same as a traditional
employment relationship. In fact, individuals in this situation often
view themselves as employees and behave like employees when the »‘
employer terminates their jobs, i.e., they file for UI benefits. UI
programs are frequently in the position of having to decide whether
such persons are self-employed or employees. Typically, common law
tests are applied in these situations. The right of the individual to

exercise direction and control over the work is often a key element

14 7able 3 shows there were 2,183,000 part-time workers 25 and
older with unemployment in 1996. Raising their beneficiary proportion
from 0.188 to 0.282 would increase the number of recipients by
205,000, or by 4.9 percent of the 4,173,000 UI recipients for 1996.
This estimate has considerable uncertainty attached. Among other
things UI receipt is underreported in the CPS. From Ul program data
it appears about 7.7 million persons received UI during 1996 whereas
the CPS records only 4.2 million with Ul among those with .
unemployment.
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in these determinations.
. 1
This question is frequently addressed by the states where UI

tax administrators have to- make coverage decisions. In Florida, for
example, the volume of such determinations averéged as much as 150-
200 per month in the past and still averages more than 50 per month.
It might be possible to derive information directly from the states
as to the monthly or annual volume of independent contractor
determinations. Such information would be helpful for assessing tax
enforcement resources devoted to this question. Another possible
source of information would be data from the Revenue quality control
(RQC) program. It might be possible to identify the number and the
amount of tax revenues involved in RQC decisions where independent
contractor status was an issue. '

Defining the limits of self-employment versus wage and salary
employment is also a frequent subject of state UI legislation. During
1997, for example, six states passed laws excluding direct sellers
from UI coverage. Minnesota tightened coverage in 1997 legislation
focused on employment in commercial and residential construction.!’

Self-employment has been measured in the CPS for fifty years.
One aspect of this measurement is noteworthy. Starting in 1967 the
CPS classified the self-employed who were incorporated as wage and
salary workers. In 1967 the number of incorporated self-employed was
about 1.0 million. By 1994 the number had grown to nearly 4.0
million and by 1996 to about 6.0 million.!® The CPS treats these

13 Laws related to direct sellers passed in Kansas, Maryland,
Nebraska, Oklahoma, Tennessee and Virginia in 1997. See Runner(1998)
for a summary of 1997 UI legislation in the states.

! Growth in corporate self-employment after 1994 has probably
been influenced by 1994 changes in payroll taxes. Starting that year
all wages and salaries and self-employment income were taxable for
purposes of paying Health Insurance (HI) contributions into the
Social Security (OASDHI) program. For the unincorporated self-
employed this higher tax base applied to wages. and salaries and to
profits. By becoming a so called *§ Corporation” income received as
profits could be shielded from the HI payroll tax. See Wittman
(1997) .
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people (in both sole proprietorships and partnerships) as working for
their corporations, hence as wage and salary workers. If the
incorporated self-employed were included with others, the self-
employment totals would be much larger than feported in the CPS,
about 40 percent larger in 1996.

Interest in self-employment as it relates to the UI programs in
the states centers on the distinction between being an employee and
being self-employed. Unfortunately, the CPS does not provide much
useful information on this issue. People’s responses to survey
questions are taken as valid. Thus people classify themselves as they
perceive their employment situation. One type of potentially useful
information from the CPS is the ability to trace movements between
the two self-reported situations of self-employed and wage -and salary
worker. Presumably much of the misclassification "“problem”
encountered by UI programs centers on CPS respondents who report
themselves as wage and salary workers but are being treated by their
employing entity as an independent contractor. The CPS does not
provide direct information on.the prevalence of these situations.

Table 4 displays data on self-employment disaggregated by
sector (agricultural and non-agricultural), gender and age extending
back to 1950. For measuring the trend in self employment, the period
since 1950 falls into two phases. Between 1950_and 1970 there was a
steady downtrend in self-employment.as. a percent of total employment.
Since 1970 the self-employment percentage remained a stable 8-9
percent of total employment.!’.Note in Panel 3 of Table 4 the self-
employment percentage was 17.6-percent in 1950 but fell into the
narrow 8.3-8.6 percent range in 1977, 1987 and 1996. Panel 2 shows
that total self-employment in 1996, 10.5 million was only slightly
larger than in 1950 (10.4 million). Even if the incorporated self-
employed were included in the totals, the 1996 level would be only

16.5 million and the percentage would be 13.0 percent.

17 gee Table 1 in Bregger (1996).
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Table 4. Self-employment by Year, Age and Gender

Total . Women Men
16 Plus 16-24 25 Plus 16 Plus 1624 25Plus 16Plus 1624 25Plus

Panel 1 - Total Employment - Annual g

1950 58918

1967 74372 14184 60188 26895 6190 20705 47480 7997 39483
1977 90544 20466 70078 36686 9310 27376 53861 11156 42706
1987 112440 20163 92277 50334 9725 40609 62106 10437 51669
1996 126707 18640 108067 58501 8901 49600 68207 9739 58468

_ Panel 2 - Total Self-employment - Annual Average

1950 10359

1967 7170 256 6914 1383 79 1304 5787 177 5610
1977 7575 485 7090 1775 131 1644 5801 353 5448
1987 9624 477 9147 3007 152 2855 6617 324 6293
1996 10489 416 10073 3900 158 3742 6589 259 6330

Pane! 3 - Self-employment Percentage

1950 17.6

1967 9.6 1.8 115 5.1 1.3 6.3 12.2 2.2 14.2
1977 84 24 101 438 14 6.0 10.8 3.2 12.8
1987 8.6 24 99 6.0 1.6 7.0 10.7 3.1 12.2
1996 8.3 22 9.3 6.7 18 75 9.7 2.7 10.8

Panel 4 - Agricultural Employment - Annual Average

1950 7160

1967 3844 634 3210 682 9 591 3165 544 2621

1996 3443 561 2882 871 108 763 2573 452 2121
Panel 5 - Agricultural Self-employment - Annual Average

1950 4340

1967 1996 66 1930 103 2 101 1893 64 1829

1996 1518 72 1446 394 7 387 1124 65 1059
Panel 6 - Agricultural Self-employment Percentage

1950 60.6 .

1967 51.9 10.4 60.1 15.1 2.2 171 59.8 1.8 69.8

1996 441 12.8 50.2 45.2 6.5 50.7 437 14.4 49.9
Panel 7 - Non-agricultural Employment - Annual Average

1950 51758

1967 70528 13550 56978 26213 6099 20114 44315 7453 36862

1977 87301 19692 67609 36081 9181 26900 51222 10510 40712

1987 109232 19527 89705 49668 9630 40038 59564 897 49667

1996 123264 18079 105185 57630 8793 48837 65634 9287 56347
Panel 8 - Non-agricultural Self-employment - Annual Averag

1950 6019

1967 5174 190 4984 1280 77 1203 3894 13 3781

1977 6005 372 5633 1658 125 1533 4348 246 4102

1987 8201 391 7810 2778 144 2634 5423 247 5178

1996 8971 344 8627 3506 151 3355 5465 194 521




1850
1967
1977
1987
1996

Source: All data from the Current Population Survey (CPS). Data measured in thousands.
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8.7
83
8.7
8.2

1.5
2.3
2.5
21

10.3
10.1
104
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The decline of employment in agriculture has contributed to the
comparatively slow growth in self-employment. This industry employed
about half as many in 1996 as in 1950 (3.4 million compared to 7.2
million), and the percentage that worked in agriculture as self-
employed declined from 60.6 percent to 44.1 percent. Since 1967 the
number of (unincorporated) self-employed in agriculture has declined
somewhat from 1.93 million to 1.45 million (Panel 5).

Self-employment totals and percentages in non-agricultural
industries are displayed in Panels 8 and 9 of Table 4. The
unincorporated percentages shown in the table have fluctuated within
a narrow range from 6.9 percent to 7.5 percent between 1967 and 1996.
However, if incorporated self employment were added, the percentage
of non-agricultural employment would have grown modesty during these
30 years. The percentage was about 9.0 percent in 1967 and about 12.0
percent in 1996. Thus by 1996 total self employment was about the
same percent of overall non-agricultural employment in the U.S. as it
had been in 1950.

Gender and age are clearly linked to the probability of working
as self-employed. Men have higher self employment ﬁercentages than
women, but the women’s percentage has been growing while it has been
roughly stable for men. The percentages for unincorporated self-
employed in 1996 were 6.1 percent for women and 8.3 percent for men
in non-agricultural industries.

The likelihood of working as self-employed grows measurably as
individuals age. Younger workers are not likely to be self-employed.
In non-agricultural industries the percentages among 16-24 year olds
were 1.7 percent for women and 2.1 percent for men in 1996 (Panel 9
of Table 4). Chart 3 shows percentages by age and gender in 1996. For
each age group through 55-64, the percentage is higher than for the
immediately younger age group. Among those aged 55-64 who worked in
1996 10.4 percent of women and 15.3 percent of men were self-
employed. Chart 3 also shows that roughly one in four aged 65 and

older who worked in 1996 was self-employed.
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Self-employment spans a wide variety of working arrangements
and hours of work. Although the image is that entrepreneurs work very
long hours, a sizeable fraction of the unincorporated self-employed
work part-time, e.g., 33 percent in 1996.!%® Annual earnings from
self-employment also spans a wide range, much wider than for the wage
and salary employment, and many of the self-employed earn low annual
amounts, especially women.!® Thus commitment to work and the
financial rewards to work among the self-ehployed exhibit very wide
variation.

The self-employed generally have low unemployment. Among the
141.4 million persons who worked sometime during 1996, 14.5 million
or 10.2 percent experienced some unemployment. However, 10.2 percent
who worked predominantly as wage and salary workers had some
unemployment during the year compared to 5.6 percent of those who

worked predominantly as unincorporated self-employed.?2®

¥ See Table 21 in the January 1997 issue of Emplovment apnd
Earnings.

! In 1986 the mean and median of reported nonfarm self-
employment income among women were $6206 and $2466 while the
corresponding amounts for women with wage and salary earnings were
$11,994 and $10,186 respectively. The total annual income of those
with self employment also includes substantial wage and salary
earnings. Thus the mean and median annual income (self-employment
plus wages and salaries plus nonearned income) were $11,578 and $7498
for these same women. Relying heavily on wages and salaries limits
their hours worked as self-employed. See Tables 37 and 38 in U.S.
Bureau of the Census, “Money Income of Households, Families and
Persons in the United States: 1986.~"

20 among those who worked as incorporated self-employed in 1996
only 2.5 percent experienced unemployment during the year. The
corresponding percentages of workers with unemployment in 1994 were
12.1 for wage and salary workers, 6.5 percent for the unincorporated
self-employed and 3.0 percent for the incorporated self-employed.
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Among those with some unemployment during the year, the mean
and median unemployment durations were quite similar for wage and
salary workers and for the self-employed.?!' Thus, on average, the
self-employed who do experience unemployment spend about the same
length of time in unemployment as wage and salary workers.

Although the self-employed are exclude§ from coverage under
unemployment insurance, measurable numbers in the CPS report
receiving UI benefits. The estimates for 1994 and 1996 indicated that
at least 10 percent of the unincorporated self-employed received’
benefits in both years. Among all unincorporated self-employed aged
16 and older the proportions were 0.125 in 1994 and 0.102 in 1996 and
higher for women than for men in both years. It seems clear that a
sizeable fraction of unincorporated self-employed also work as wage
and salary workers although they report their main work as self-
employment . ’

The overall rate of UI recipiency among the self-employed is
comparable to the recipiency rate for part-time workers (as reported
in the CPS). Over the calendar year periods covered by work
experience data, both groups experience reasonably long average
spells of unemployment and about 10 percent of both groups report
receiving UI benefits. The fact that the self-employed have equally
high recipiency despite lack of UI coverage would seem to be an issue

for further research.

Temporary or Coptingent Fmplovment
Use of temporary or contingent employees has been growing, but

systematic measurement of its overall importance has been lacking

21 Mean and median unemployment duration during 1996 were 15.8
weeks and 13.3 weeks for wage and salary workers. The mean and median
for the unincorporated self-employed were 15.5 weeks and 12.7 weeks,
only somewhat shorter. In 1994 the means and medians for the self-
employed were actually higher than for wage and salary workers: means
of 16.0 weeks versus 15.6 weeks and medians of 13.4 weeks versus 13.2
weeks.
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until recent years.?? Information on the prevalence of temporary
employment arrangements could be gathered either from households or
from employers. Abraham’s work utilized an employer survey, and there
was a.recent employer survey undertaken Houseman (1997) at the Upjohn
Institute. Data from the 1995 Contingent Worker survey suggested
there were from 2.7 million to 6.0 million contingent workers in
February 1995. The range exists because of definitional issues to be
discussed.

The concept of contingent work implies impermanence in the
employment relationship, i.e., the employer has no obligation to
provide employment on a long term basis. The definition used in the -
CPS contingent worker supplements is the following: “Contingent work
is any job in which an individual does not have an explicit or
implicit contract for long-term employment.” The measurement of
contingent work looks both forward and backward from the time of the
CPS interview. The narrowest definition included wage and salary
workers who expected to work in their current job less than one year
and had worked in it less than one year. The broadest definition
included all wage and salary workers who did not expect their jobs to
last plus the self-employed and independent contractors with expected
or current job duration of less than one year.? Under all three
definitions the largest component of the contingent worker total
consisted of wage and salary workers who were temporary direct hires.

Table 1 identified three categories of temporary workers:
temporary direct hires, on-call workers (including day laborers) and
temporary help agency employees. The latter group was estimated to
total 1.2 million in the February 1995 CPS Contingent worker

supplement, and to be the smallest of the three temporary employee

22 among the early work are papers by Abraham (1988) (1990).

©23 gee Polivka (1996) for the definition of contingent work and
the details of the three contingent worker measures.
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categories.?*

Employment in temporary help agencies can also be estimated
from employer (or business establishment) data. Within the services
sector there is a detailed industrial category (Personnel supply
services, four digit industry 7363) which employed 2.3 million
persons in 1996. This industry includes mainly temporary help agency
employees but also the permanent employees of employment agencies and
leased employees. Leased employees are estimated to constitute about
15-16 percent of the industry total. Table 1 shows two employer-based
estimates of temporary help agency employment: 2.0 million in 1996
and 1.8 million in 1995. The 1996 estimate is based on the personnel
supply services industry total from the BLS establishment survey (2.3
million) coupled with an estimate that leased employees constitute 16
percent of the industry total while temporary help agency employment
made up the remaining 84 percent. The second employer-based estimate
is 1.8 million in 1995, an estimate from the survey undertaken by
Houseman. The fact that employér-based data yield larger estimates of
temporary help agency employment than household survey data is due to
at least two factors. 1) Some “temps” are registered with more than
one temporary agency, hence appear twice in employer-based data. 2)
Respondents in the CPS may be unaware that household members are
employed by a temporary help agency or may report their employmentvin
the industry of the client employer.

0f the three categories of temporary employees, there has been
more direct analysis of temporary help agency employees than of

temporary direct hires and on-call workers. A recent analysis by

2¢ The three definitions of contingent all emphasize the
temporary nature of the employment relationship. Under the narrowest
definition of contingent, about half or temporary help agency
employees and one third of on-call workers were contingent. Under the
broadest definition, about 80 percent of temporary help agency
employees and 70 percent of on-call workers were contingent. The
others in these categories had longer employment relationships than
used in these definitions of contingent worker. See Table 1 in
Polivka (1996).
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Segal and Sullivan (1997) provides several insights into this type of
employment. On average, temporary help agency employment grew more
than 11 percent per year between 1972 and 1995. Employment in this
industry had above-average responsiveness to the business cycle.
Compared to other workers, they were more likely to be working part-
time involuntarily. On average they were paid lower hourly wages and
had less health insurance coverage vis-a-vis permanent workers.
Temporary help agency workers have very high turnover. Segal
and Sullivan traced their mobility over twelve month beriods in
matched CPS data covering the years 1983 to 1993. Their unemployment
rates were from two to three times those of permanent workers.
Temporary help agency workers were mobile out of the industry with
only 20-30 percent working as temporaries one year later.-. However,
fewer than 60 percent were .working as permanent employees .one year
later. Compared to permanent workers, they were more likely to be
unemployed and to be out of the labor force at the time of the later
interviews. Their unemployment rates were from two to three times

those of permanent employees.?® Their analysis indicated-that many

-workers have experiences in the industry, but this kind of work

usually does not represent a permanent career path.

Note in Table 1 that temporary direct hires and on-call workers
accounted for more employment in February 1995 than temporary help
agency employment. Houseman (1997) found that while use of temporary
agency employees was more prevalent than temporary direct hires,
employers utilized the latter workers more intensively.?® In her
data. hours worked by temporary direct hires répresented 2.7 percent
of all hours worked while temporary help agency workers constituted
only 1.8 percent of total hours. Much of what is known about

temporary direct hires and on-call workers is available from the CPS

2% The mobility patterns are summarized in Table 2 of Segal and
Sullivan (1997). :

26 Between 1990 and 1995 46.0 percent of employers in her survey
used temporary help agency workers while 38.2 percent used temporary
direct hires. See Table 4 in Houseman (1997).
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contingent worker supplements and from the Houseman employer survey.

Later paragraphs in this section summarize the unemployment
experiences and receipt of UI benefits for various groups of
temporary (contingent) workers and nonstandard employees. To assemble
the required data, the February 1995 and March 1995 CPS files were
matched. The former had the data from the contingent worker
supplement while the latter had the annual data on unemployment and
the receipt of UI benefits for the year 1994.

How important is temporary employment in the U.S. labor market?
Two different impressions are generated by employment and
unemployment data for these workers. The February 1995 employment
estimate, 6.0 million under the broadest of the three contingent
worker definitions, represented about 5.0 percent of employment. On
the other hand, because these workers have high turnover they are
much more important as a component of unemployment.

Since 1994 unemployment amoné workers whose temporary jobs have
ended has been an explicit CPS unemployment category. The annual
average of unemployment among these workers in 1996 was 0.689 million
out of 7.236 million or 9.5 percent of the total. Unlike part-time
workers and the self-employed, these persons experience unemployment
rates that are considerably above-average. They may have a strong

need for UI benefits.

Use of Qutgside Emplovees

Table 1 identified three groups of outside workers.?’ Combined,
they represent the smallest total number of workers across the four
major dimensions of nonstandard employment discussed at the start of
this section. The total for the three (leased employees, contract
workers and temporary help agency employees) probably did not exceed
3.5 million in 1996. Since the largest of the three groups (temporary

27 This is a common short hand term used to distinguish
permanent employees (inside employees) from those who work at a firm
for a specific.period or on a specific project or in a specialized
area, e.g., computer support. The latter are the employees of another
employer hence the term outside employees.
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help agency employees) has already been discussed above, there is no
need to give them added attention here.

The estimate of leased employment is not firm and merits
further elaboration. Firms that supply labor services can supply both
temporary help and leased employees. Numerically temporary help is
the larger of the two groups. Whereas temporary help is usually a
short term arrangement, leased employees (and contract workers) may
work in jobs with client employers for several years. Leased
employees are also more likely than temporary employees to be paid
high wages. Detailed knowledge of their pay, fringe benefits and
other aspects of their labor market experiences, however, is very
limited.

Employee -leasing companies are subject to regulation in several
states through registration and bonding requirements.?® There are
also reporting requirements associated with the U.S. Department of
Labor‘s ES .203 reporting of employer establishment data. Temporary
help agencies. are to report all employment in the personnel supply
services industry regardless of where the employees are actually
working. Leasing companies, on the other hand, are to (or are
encouraged to) report the number of leased employees and the industry
of each client employer using a multiple worksite report.?® This
report is intended to identify the industrial locus of leasing to
provide more accurate estimates of industry employment and

productivity.

® gee Cook and Brinsko (1997) for an analysis of employee
leasing. They report results of a survey of reporting requirements in
the states.

2% This report has several lines, one for each client employer,
one for permanent employees of leasing companies and an overall
total. If reporting were complete in the multiple worksite reports,
all leased employees could be assigned in a manner appropriate for
measuring employment in each industry.
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In practice, the multiple worksite report is not followed in
many states. It is also likely that several companies that provide
temporary employees also participate in leasing arrangements. If they
report only as a temporary help agency, the result is an exaggerated
estimate of temporary help agency employment and an underestimate of
leased employment.

Because both leased employees and contract workers are often
engaged in long term employment relationships with client employers,
their unemployment and experiences with UI recipiency would be
expected to be low. In contrast, temporary, contingent and on-call
workers whose jobs do frequently end would be expected to experience
much more unemployment given the temporary nature of their jobs.
These presumptions were examined with matched CPS data from the
February 1995 and March 1995 surveys.

Table 5 displays summary data on unemployment and receipt of UI
benefits among workers classified by gender, age and the major
categories of nonstandard employment. There are seven columns for
nonstandard workers, i.e., one for each of three definitions of
contingent employment utilized in the February 1995 CPS supplement
and individual columns respectively for temporary help agency
workers, on-call workers, contract workers and independent
contractors. The initial column of the table summarizes work
experiences for all persons who worked in 1994.3%

The matched CPS files would be expected to identify three
fourths of the February 1995 interviewees in March. In fact, the
match rate actually achieved was 69 percent, not 75 percent. Thus the
counts in Table 5 for the categories of nonstandard workers are 69
percent of the published totals appearing in articles from the
Monthly Labor Review of October 1996. Table 5 reports weighted counts
based on records that were successfully matched. To make aggregate
estimates the estimates in Table 5 should be inflated by roughly the

reciprocal of 0.6% or 1.45. However the data are used here primarily

3° An additional 2,857,000 persons who looked for work but did
not secure work in 1994 have not been included in the totals.



Table 5. Occurrences of Unem;;loyment and Receipt of Ul Benefits Among Nonstandard Workers

Women 16+
Number of Workers
Unemp. in 1994

Ul Benefits in 1994
Prop. with Unemp.
Prop. with Ul Ben.
Men 16+

Number of Workers
Unemp. in 1994

Ul Benefits in 1994
Prop. with Unemp.
Prop. with Ul Ben.
Total 16+

Number of Workers
Unemp. in 1994

Ul Benefits in 1994
Prop. with Unemp.
Prop. with U] Ben.

Total 16-24
Number of Workers
Unemp. in 1994

Ui Benefits in 1994
Prop. with Unemp.
Prop. with Ul Ben.

Women 25+
Number of Workers
Unemp. in 1994

Ul Benefits in 1994
Prop. with Unemp.
Prop. with Ul Ben.
Men 25+

Number of Workers
Unemp. in 1994

Ul Benefits in 1994
Prop. with Unemp.
Prop. with Ul Ben.
Totat 25+

Number of Workers
Unemp. in 1994

Ul Benefits in 1994
"Prop. with Unemp.
Prop. with Ul Ben.

Total
Workers
in 1994

64,452
6813
1817

0.106
0.267

73,132
9296
3057

0.127
0.329

137,584
16,109
4874
0.117
0.303

23,083
4626
455
0.200
0.098

53,407
4853
1659

0.091

0.342

61,093
6630
2760

0.109
0416

114,501
11,483
4419
0.100
0.385

Contingent Contingent Contingent

Worker:

Definition 1 Definition 2 Definition 3

987

63
0.289
0.221

910
280
118

0.420
1897

181
0.298
0.319

778
180

0.231
0.052

562
182
61
0.324
0.335

556

204

110
0.366
0.541

1118
386
ksl

0.345

0.444

Worker:

1237

69
0.271
0.206

1131

0.323
0.447

2368
701

0.296
0.332

869
201

0.232
0.080

768
225
67
0.293
0.298

RE)

275

150
0.376
0.544

1498
500
217

0.334

0.433

Worker:

2164

100
0.213
0.217

2014
514

0.255
0.441

4178
975
327

0.233

0.336

1237
273

0.220
0.084

1506
316

0.210

1435
387
210

0.269

0.543

2941
702
304

0.239

0433

Temp. Help On-call

Agency Worker
Worker
454 721
179 129
7 28
0.39%4 0.178
0.206 0.217
393 711
158 252
49 130
0.402 0.354
0.313 0.514
848 1432
337 381
86 158
0.398 0.266
0.256 0.414
208 260
86 68
17 13
0.412 0.263
0.202 0.184
364 594
135 100
3t 24
0.371 0.168
0.228 0.245
275 578
117 213
38 120
0423 0.368
0.329 0.566
639 1172
252 312
69 145
0.394 0.266
0.275 0.464

Contract Independent
Worker Contractor
126 1894
23 148
14 31
0.181 0.078
0.620 0.212
316 3873
82 350
49 60
0.259 0.090
0.594 0.171
442 5767
105 498
63 91
0.237 0.086
0.600 0.183
61 199
17 34
0 4
0.281 0.173
0.000 0.107
101 1819
17 140
14 31
0.171 0.077
0.820 0.224
280 3749
70 323
49 56
0.251 0.086
0.692 0.174
381 5568
87 463
63 87
0.230 0.083
0.718 0.189

Source: Totals from the March 1995 CPS. Other data from merged February-March 1995 CPS files. Data in thousands.
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to show proportions with unemployment and proportions receiving UI
benefits. These proportions would not change if the data were
reweighted.

Among all persons who worked sometime during 1994, 0.117
experienced unemployment sometime during the year. The proportions
were higher for part-time workers than for full-time workers (0.152
versus 0.107) .3 Overall the UI recipiency proportion among these
workers was 0.303 in 1994 and the respective proportions for men and
women were 0.329 and 0.267.

Compared to the overall averages for 1994, the nonstandard
workers in Table 5 had generally much higher proportions with
unemployment and highly varied rates of receiving UI benefits. Under
the three definitions of contingent workers, Table 5 shows the
proportions with unemployment were nearly 0.30 for definitions 1 and
2 and 0.23 for definition 3. Temporary help agency workers had the
highest proportions with unemployment (0.398 among all men and women
16 and older). On-call workers
and contract workers also had high proportions with unemployment
(0.266 and 0.237 respectively). Only independent contractors had
below-average proportions with unemployment (0.086).

High proportions with unemployment were also observed among
most classes of nonstandard workers aged 25 and older. Only
independent contractors had an unemployment proportion below the
overall average for personé 25 and older (0.083 versus the overall
average of 0.100). All others in Table 5 had unemployment proportions
that were at least twice the overall average while three groups had
rates at least three times the overall average.

On average, contingent workers with unemployment (all three
definitions) .received UI benefits at about the same rate as the
average for persons with unemployment in 1994. Their recipiency
proportions, all in the 0.32-0.34 range, were about 10 percent above

the overall average of 0.303. The highest rate of receipt of UI

31 The part-time and full-time proportions are not shown in
Table 5.
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benefits was observed among contract workers (0.600) while
independent contractors and temporary help agency employees had
below-average recipiency rates. The fact that 0.183 of independent
contractors reported receiving UI benefits again points up the
limited commitment to self-employment of some of these workers.

For most groups of nonstandard employees, women with
unemployment were less likely to receive UI benefits than men. The
differences in the recipiency proportions are large for all three
definitions of contingent workers as well as for temporary help
agency workers and on-call workers. These gender differences are
observed among adults 25 and older as well as all persons 16 and
older. For all three definitions of contingent workers the recipiency
proportion for adult women is only about 60 percent of the proportion
for adult men.3 Only among contract workers was the proportion
higher for adult women than for men.

Recall that the underlying counts of workers in the nonstandard
employment categories are reasonably small and successively smaller
for those with unemployment and for UI beneficiaries. No attempt has
been made to test the statistical significance of the observed
differences, but among contingent workers the gender differences
probably are significant. '

To summarize, it appears there could be problems of UI coverage
for contingent workers and temporary help agency workers. Both
experienced very high unemployment proportions during 1994 and UI
recipiency rates that were close to the national average of 0.303.
For temporary help agency workers, in particular, high unemployment

coupled with low UI recipiency continues into adulthood.

32 For example, under the first (narrowest) definition of
contingent worker the adult women’s proportion was 0.335 compared to
0.541 for men.
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Nonstandard Emplovment: Summary

Four dimensions of nonstandard employment have been identified
and discussed. For each there was an analysis of prevalence,
occurrences of unemployment and receipt of UI benefits. Part-time
work and self-employment are the largest of the nonstandard
employment categories. For adult part-time workers and the self-
employed unemployment rates were below the average for all adults.
The likelihood of adult part-timers 25 or older receiving UI bénefits
was roughly half of that of full-time workers. The self-employed who
are not covered by UI laws nevertheless had UI recipiency rates
similar to those of part-time workers in CPS data. Apparently a
sizeable fraction of the self-employed also have jobs as wage and
salary workers.

Temporary {(contingent) workers experience high rates of
unemployment. They have an average likelihood of receiving UI
benefits. Below-average recipiency rates were observed for employees
of temporary help agencies. Their lower rate of benefit receipt was
even more pronounced among adults, i.e., 0.275 versus 0.385 for
persoﬂs aged 25 and older.

~ Thus if access to UI benefits is to be increased among workers
with nonstandard employment arrangements, changing eligibility
provisions relevant to part-timers and contingent workers would be
most important. For part-time workers, one could consider changing.
the availability requirement of UI to be availability for a job with
hours equal to those of the previous part-time job (as opposed to
availability for full time employment). For temporary help agency
employees, the definition of suitable work offered by the temporary
agency following the end of a temporary assignment needs to be
monitored. The concept of suitable work is especially difficult for
temporary help agency employees. After one temporary assignment ends,
these agencies should be monitored to ensure that they do not offer
jobs with very low pay and then claim that such jobs represent

"suitable” work.
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Even if access to UI benefits among nonstandard workers is
substantially increased, overall UI recipiency would be increased
rather modestly. Estimates derived here suggested that the aggregate
IUTU ratio would increase by roughly 0.06 or by about 18 percent. Of
the total increase the bulk would arise from increased access among
part-time workers (roughly 0.05) and the rémainder among temporary
(contingent) workers. If an increase of this scale were to occur, it
would still mean that less than 40 percent of the unemployed would be
active UI claimants.

It is also instructive to speculate directly on the effect of
growth in nonstandard employment on the IUTU ratio. Growth in the
largest of these arrangements, i.e., part-time employment, was most
rapid in the period between 1950 and 1975. Thus part-time employment,
suggesting that the growth in part-time employment did not contribute
to the declining IUTU in the 1980s. growth may have contributed to
the decline in IUTU during the 1960s. However, the decline of IUTU at
the start of the 1980s post-dated the period of most rapid growth in
part-time employment. As noted in Table 2, part-tiﬁe work has grown
it -about the same pace as overall employment growth since the mid
1970s. While an increasing share of younger workers work part time
(recall Chart 2), this age group has traditionally had low UI
recipiency.?’ Thus, the growth in non-standard employment had little
relationship to the decrease in IUTU.

Self-employment’s share of total employment declined between
1950 and 1970, spanning the earlier of the two periods when UI
recipiency declined (the early-to-mid 1960s). Since 1970,self-
employment growth has been similar to total employment growth.

There are no long term time series showing the aggregate levels
of temporary (or contingent) employment. The data exist only for one
category, employees of temporary help agencies. While temporary help
agency employment has grown sharply since 1972, the total as of 1996

was between 1.2 million and 2.0 million. This is simply too small a

3 The receipt of UI by age is examined in Section III.
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total to have a measurable effect on the long term trend in the IUTU
ratio. Employer direct hires of temporary workers account for more
temporary employment than the use of temporary help agency workers,
but the total across all categories of temporary employment did not
exceed 5 percent of total employment in February 1995. While this
broad group of workers does experience above-average unemployment
(nearly 10 percent of the total in the regular monthly CPS
summaries), there is no direct way to estimate the effect of their
growth on the aggregate IUTU ratio.

More generally, all of thé nonstandard employment arrangements
have exhibited measured patterns of employment growth. Probably the
most important effects on the IUTU ratio have been associated with
growth in part-time and temporary employment. Because temporary
employment arrangements have only been subjected to systematic
measurement in recent years, however, there is no reliable way to
assess their individual contribution to the long term decline in the

IUTU ratio.

III. Other Dimensions of UI Recipiency

This section explores three other aspects of UI recipiency: 1)
demographic characteristics, 2) reason and duration of unemployment
and 3) geographic variation. For all three, there are vivid contrasts
in the receipt of benefits when workers are arranged into sub-

groupings.

: £ : jard - ot s
Table 6 displays breakdowns of IU and TU for 1996 according to
five standard reporting dimensions from the “Characteristics of the
Insured Unemployment” reports. For both IU and TU the data are annual
averages. The table shows where receipt is high and low relative to
the national average which was 0.351 in 1996. The IU data have been

adjusted to exclude Puerto Rico and the Virgin Islands. The national
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Table 6. Ul Recipiency in 1996 by Age, Gender, Race, Industry and Occupation

Total

Age

16-24

25-34

35-44

45-54

55-64

65+

INA

Gender
Women

Men

INA
Race/Ethnicity
White/NH
Black/NH
Other/NH
Hispanic
Unkn.
Industry
Mining

Con.

Mfg.

Trans

Trade
Finance
Services

Ag.- Wg.&Sal
Gowt./Self-Emp.
Other

INA

No Prior Work
Occupation
Pro./Tech./Mgr.
Clerical/Sales
Services
Ag./For./Fish.
Industrial

INA

No Prior Work

Reported

¥}
2571.1

266.2
686.7
724.6
482.8
258.0

58.9

84.0

1043.9
1446.0
80.0

1616.0
359.4
126.7
353.0
1154

18.0
334.2
539.9
11314
4294

92.6
619.6

874
164.6
172.3

416.5
470.5
226.3
102.8
917.9
4371

Adjusted Reported Adjusted
u TU TV
2540.6 7236
2719 2545
7117 1757
740.2 1505
493.2 883
2635 407
60.2 139
1065.2 3356
14754 3880
1672.3 5300 4281
371.9 1592 1501
1311 344 T 322
365.3 1132 1132
. 205 30
380.0 ” 666
- 6139 1013
128.6 291
488.3 1679
105.3 201
.7046 1751
213
994 813
580
4959 983
560.1 1653
269.4 1334
1224 293
1092.8 2365
580

Source: Data from Ul Service and BLS. Unemployment in thousands.

Ty

0.351

0.107
0.405
0.492
.0.558
0.648
0.433

0.317
0.380

0.391
0.248
0.407
0.323

0.682
0.571
0.606
0.442
0.291
0.524
0.402

0.122

-0:504
0.339
0.202
0.418
0.462
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total for IU agrees with the preliminary total from the “Handbook.”
The data on TU are the annual averages from Emplovment and Earninas
of January 1997.

For both IU and TU there are columns of adjusted and unadjusted
data. The adjusted numbers for IU spread the INAs across the other
reported categories to yield totals of 2,540,600. The TU data are
mosﬁly as reported but with an adjustment for race/ethnicity
reporting. The UI system records race/ethnicity with Hispanic as a
separate category along with non-Hispanic whites, blacks and others
(largely Asians). The CPS does race separately from Hispanic. Hence
the original CPS race responses have been adjusted by removing from
white, black and other an estimate of the number of Hispanics
included in these categories. Most Hispanics are white so the biggest
changes are to reduce the TU estimate of white unemployment.

The IUTU ratios are based on the fields that are in brackets.
Briefly, Table 6 shows results according to five dimensions of UI
reporting.

Age

Recipiency was low among those under 24, and then above-
average for each of the older age groups. Recipiency increases among
all subsequent age groups from 16-24 through 55-64. From ages 35-44
and older thé average IUTU ratio was 0.5 or higher in 1996. Chart 4
displays IUTU ratios for the ten year age groups.

Gender

Unemployed women receive UI benefits less often than men when
measured as a proportion of the unemployed. Dufing 1996 the IUTU
gender differential was 0.063 (0.380 - 0.317) or 17 percent.

Recipiency among women has increased relative to recipiency
among men, but the explanation for the convergence is that male
recipiency has declined while women’s recipiency has remained more or
less stable. The trend in women’'s relative UI recipiency can be
traced back to 1967. In that year the IUTU ratio was 0.337 for women
and 0.449 for men. The difference in these proportions of 0.112

represented a 25 percent lower recipiency rate for women. In 1977 the
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IUTU ratio was 0.432 for men compared to 0.301 for women implying a
30 percent lower rate for women. Thus compared to 20 and 30 years
previously, the IUTU ratio for women has moved closer to parity.
However the men‘s ratio had declined much more than the women's ratio
had increased. In fact, the 1967 ratio for women (0.337) was higher
than the 1996 ratio (0.317).

A sizeable share of the gender differential is related to the
higher proportion of women who work part time. Policy interventions
to increase recipiency among women probably need to focus on
nonmonetary determinations. Most part-time women work enough to meet
monetary eligibility in the states. (Average weeks worked total about
40 among adults and hours per week average about 21 in recent years.)
It would seem to be especially important to consider modifying the
requirement to be searching for a full-time job. The gender
differential in the IUTU ratio would probably be much lower if
unemployed women were not required to search for full-time jobs as is
the present practice in most states.

hoici

Lowest recipiency is observed among blacks. Some of the
differential is probably linked to geographic concentration of black
unemployment in the South which still has about half of the total
black population in the U.S. and systematically below-average IU-TU
ratios.

Hispanic recipiency is also below-average, but not as much as
black recipiency. It would be instructive to examine Hispanics in
California, Texas and Florida, three states that account for more
than half of the U.S. Hispanic population. California is generally a
high recipiency state (its IUTU ratio is above average) while Texas

and Florida have low IUTU ratios.

34 Geographic differences in the receipt of UI benefits are
examined later in this section.

77-816 02-4
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Industry

Trade (wholesale plus retail) is the only industry with below-
average recipiency in Table 6. However, there are problems in
matching CPS industry codes with IU industry codes. I have not
examined this question in detail but the fact that Services has an
above-average recipiency rate (0.402 versus 0.351) suggests the
problem is probably substantial.

Occupation

Of the five broad occupations identified in Table 6 only
services has very low recipiency while even clerical/sales is close
to average. If eligibility among low wage workers were increased,
recipiency in both of these occupations would be expected to increase
the most.

The high recipiency among industrial occupations (0.462) is at
least partly due to unionization. Several researchers have suggested
that the decline in unionization is linked to the long run decline in
the IUTU ratio.

Displaced workers are probably highly represented in both the

Industrial and Pro./Tech./Mgr. occupations of Table 6.

- } 1T . f ]

The standard CPS labor force questions distinguish reason for
unemployment among the jobless seeking work. Since 1967 there have
been four major categories: job losers, job leavers, labor force
reentrants and new entrants into.the labor force. The first two
categories identify the reason for leaving the last job
distinguishing employer-initiated (job losers) from worker- initiated
separations (job leavers). Job losers are usually eligible for UI
benefits while job leavers are typically subjected to either a
disqualification for a fixed number of weeks or a disqualification of
indefinite duration which lasts until the current spell of
unemployment ends.

New entrants have never worked before and therefore are not

relevant to discussions of UI eligibility. Reentrants, however, have
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worked in the past and were either job losers or job leavers from
that prior job. However, the CPS questions asked of reentrants focus
o6n their recent period outside the labor force and do not ascertain
the reason for leaving the last job. Each unemployed reentrant is
either a job loser or a job leaver, but this is not determined by the
CPS guestions. Among reentrants, the time out of the labor force is
often of rather short duration. In 1996, for example, 60 percent of
men who-were unemployed reentrants and 50 percent of women had worked
within the past twelve months. Thus many would have recent earnings
and would be monetarily eligible for UI benefits.

_The-CPS revisions effective in 1994 made a further distinction

- regarding the reason for unemployment that is relevant for this
*report.,Traditionallg, job losers were classified as either on
--temporary layoff .or permanently. separated from the past job. Starting
.in 1994, the new. category was persons unemployed because they had
‘completed a temporary job. ’

Thus the CPS allows one to distinguish six distinct grohps
-among- the unemployed. The individual categories and their annual
-averages in 1996 were as follows: job losers on temporary layoff

(1,021,000), permanent job losers (1,660,000), persons who completed
temporary jobs (689,000), job leavers (774,000), reentrants
(2.512,000) and new entrants (580,000). As noted previously, those
-who lost temporary jobs accounted for 9.5 percent of unemployment in
.1996. Observe ‘also that job leavers and reentrants totaled nearly as
. many. as the three categories of employer-initiated unemployment
(3,286,000 versus 3,370,000).3% In summary, while job losers are
traditionally thought of as recipients of UI benefits, there were
nearly as many unemployed reentrants plus job leavers in 1996, many
of whom would satisfy at least the monetary eligibility criteria of

UI programs.

3% Note that 1996 was a year of full employment. In a
recessionary year the job losers would greatly exceed the number of
unemployed job leavers and reentrants.
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The CPS does not routinely ask questions about receipt of UI
benefits in the monthly survey. However, there have been three
special surveys conducted in conjunction with the regular monthiy
survey. These were held in 1976, 1989 and in 1993.% Information from
these surveys is displayed in Table 7.

Table 7 focuses on reported receipt of UI benefits among
unemployed workers classified by reason for unemployment, gender and
unemployment duration. Recipiency increases sharply with duration.
For both men and women job losers are much more likely to report
benefits than job leavers.and reentrants. However, note that
measurable numbers of job leavers and reentrants did report receipt
of benefits in each of the three years.

Perhaps the most interesting information in Table 7 is the
change in benefit recipiency after 1976. For all six groups, UI
recipiency was highest in 1976 and lowest in 1989. Moving across the
duration distributions of each line, there is a clear tendency for
recipiency to increase as duration lengthens.

Since 1976 and 1993 were both years of quite high unemployment,
comparisons of data from these two years are particularly
interesting.’” Note that the beneficiary proportions for job losers
were about 20 percent lower in 1993 than in 1976. For both job
leavers and reentrants, however, the 1993 proportions were from 30 to
60 percent lower in 1993. Thus while recipiency has always been
highest for job leavers, the proportional declines between 1976 and
1993 were larger for both job leavers and reentrants.

There are several reasons why UI receipt was quite high in 1976

3 sSee Rosenfeld (1977), Vroman (1991) and Horvath (1996) for
analyses of these CPS surveys. The 1976 data were collected in May of
that year. The 1989 data were collected in four months: May, August
and November 1989 and February 1990. The 1993 surveys were conducted
in February, June, August and November.

> The annual unemployment rates were as follows: 1976 - 7.7
percent, 1989 - 5.3 percent and 1993 - 6.9 percent.
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Table 7. Probability of Receiving Ul Benefits by Gender, Reason for Unemployment
and Unemployment Duration

Unemployment Duration (weeks)

1.2 - 34 5-10 11-26 27+ Total

Panel 1 - Job Losers - Women 16+

1976 0324 0444 0619 0.717 0.816 0.636

1989 0.074 0.327 0472 0544 0560 0.392

1993 0.139 0283 0472 0610 0.716 0.498
Panel 2 - Job Losers - Men 16+

1976 . 0.287 0421 0.653 0.771 0.767 0.639

1989 0.100 0.268 0.492 0548 0.530 0.396

1993 0.075 0273 0600 0622 0656 0511
Panel 3 - Job Leavers - Women 16+

1976 0.167 0.065 0.130 0.536 0.675 0.310

1989 0.010 0075 0.084 0.138 0.021 0.062

1993 0.006 0.021 0.007 0.298 a 0110
Panel 4 - Job Leavers - Men 16+ .

1976 0.033 0.132 0.289 0.529 0.583 0.318

1989 ~0.007 0.046 0.117 0.106 0.116 0.062

- 1993 .. 0.032 0.144 0018 0235 0374 0.153

Panel 5 - Reentrants - Women 16+

1976 0.100 0.109 0.198 0.136 0.299 0.146

1989 0.030 0.091 0.104 0.107 0.182 0.085

1993 0.053 :0.061 0.117 0.135 0.215 0.104
Panel 6 - Reentrants - Men 16+

1976 0.105 0.190 0.246 0.333 0.333 0.251

1989 0.025 0.085 0.107 0.045 0.230 0.084

1993 0.015 0.054 0.177 0.243 0.139 0.122

Source: Special supplements to the CPS conducted in 1976, 1989 and 1993.

a - Cell did not meet BLS publication criteria.
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that extend beyond the regular UI program.3® However, Table 7
strongly suggests that benefit availability since 1976 has been
reduced more for job leavers and reentrants than for job losers.

. One likely explanation for this change has been the iﬁcreasing
usé of durational disqualifications for persons who voluntarily leave
employment. In about half UI programs, good personal reasons for
leaving employment are not recognized as compensable. Fixed length
disqualifications have been increasingly replaced by durational
disqualifications. This change probably has strong implications for
recipiency among reentrants as well as job leavers since manyl
reentrants probably left their last jobs (as opposed to being laid
off}).

The new category of unemployment among people whose temporary .
jobs have ended is particularly interesting for the present report.
Unfortunately the CPS revisions that added this category occurred
after the last of the special surveys included in Table 7. If one of
these special surveys were to be repeated, however, it would then be
possible to examine UI recipiency among those who previously held
temporary jobs.

Three final observations about receipt by reason for
unemployment should be made. Fifst, it appears that part of the
explanation for the decrease in the IUTU ratio since 1976 is reduced
receipt among job leavers and reentrants. This may be linked to the
increased prevalence of durational disqualifications for job leaving.
Second, there is no UI data source that fully reflects reason for
unemployment. Data from the BQC (Benefits Quality Control or BAM as
it is now termed) investigations are incomplete on this issue. While
BQC data can show weeks compensated for persons who are on

layoff/RIF, voluntary quits and discharges, they do not show persons

3 The May 1976 survey did not distinguish which UI programs
were the source of the benefit payments. In 1976 extended benefits
were still being paid in most states (both federal-state Extended
Benefits and federally financed Federal Supplemental Benefits).
Additionally, Special Unemployment Assistance was also available in
that year.
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who do not apply cross classified by their reason for leaving
employment. Thus they lack the denominator which would be important
for assessing application rates and recipiency rates by reason for
unemployment. Third, the CPS does not effectively gather information
on persons discharged for misconduct. Hardly any respondent in the
CPS volunteers this as the reason for the job separation. Thus the

cPS also has limitations for assessing reason for unemployment.

A by G hi

Receipt of UI benefits is highly variable across the U.S5., a
situation that has persisted since regional measures of total
unemployment first were consistently available in 1967. Table 8
provides a summary for four separate years (1967, 1977, 1987 and
1996) and averages for the thirty years 1967 to 1996. To keep the
detail manageable, the table shows IUTU ratios for the nine Census
Divisions and for the thirteen largest states {selected on the basis
of UI taxable covered employment in 1996). '

Table 8 vividly illustrates that UI recipiency is highest in
the North East and Pacific Coast and lowest in the three divisions of
the South and the Mountain division. In 1996, New England and the
Mid-Atlantic divisions had especially high recipiency while the South
Atlantic and West South Central divisions had especially low
recipiency. The..full range of IUTU ratios across the nine census
divisions in 1996 was almost two to one, 0.468 in New England versus
0.236 in the West South Central.

The table makes a stronger point about geographic variability.
The patterns by census division are not unusual in 1996. Similar
patterns were also present in 1967, 1977 and 1987.

A convenient overall summary of recipiency by census division
is provided by the thirty year (1967-1996) averages in Table 8. Again
there is roughly a two to one ratio between the highest IUTU average
(0.491 in New England) and the lowest average (0.241 in the West
South Central).
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Table 8. Ut Recipiency by Geographic Area, 1967 to 1996

1967 1977 1987 1996 1967-96
Average
Census Division
North East
New England 0.680 0.422 0.445 0.468 0.491
Mid Atlantic 0.550 0.434 0.419 0.441 0.467
Midwest
East North Central 0.3L3 0.402 0.292 0.380 0.354
West North Central 0.389 0.400 0.300 0.325 0.372
South
South Atiantic 0.253 0.280 0.226 0.266 0.270
East South Central 0.351 0.342 0.231 0.312 0.315
West South Central 0.215 0.251 0.229 0.236 0.241
West )
Mountain 0.329 0.300 0.262 0.264 0.299
Pacific 0.451 0.395 0.416 0.407 0.419
U.S. Total 0.393 0.370 0.305 0.350 ° 0.363
Thirteen Largest States
Massachusetts - NEng. 0.747 0.387 0.538 0.511 0.515
- New York - MAY 0.613 0.394 0.414 0.390 0.450
New Jersey - MAt 0.562 0.393 0.445 " 0.433 0.492
Pennsylvania - MAtl 0445 . 0.535 0.414 0.535 0.480
lllinois - ENC : 0.332. 0.502 0.285 0402 . 0.379:
Michigan - ENC 0.448 0.410 0.329 0.423- 0.382
Ohio - ENC 0.286 0.325 0.283 0.303 0.311
Florida - SAt 0.202 0254 . 0.166 0.248 0.225
Georgia - SAtl 0.261 0.259 0.244 0.226 . 0.260
North Carolina - SAt 0.305 0.311 0.287 0.327 0.317
Vrginia - SAt 0.159 0.220 0.165 0.187 0.192
Texas - WSC 0.167 0.179 - 0.211 0.222 0.199
California - Pac 0.449 0.373" 0.428 0393 0411

Source: Data from the Ul Service and BLS. Unemployment in thousands.
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The preceding observations about variable recipiency are
reinforced with the state level detail for the thirteen largest
states included in Table 8. The thirteen states combined represented
61 percent of taxable covered employment in 1996. Thus the variation
in recipiency for these states carries aggregate significance for the
system of unemployment insurance as a whole.

A two to one ratio is also observed in the state data. In 1996
IUTU exceeded 0.500 in Massachusetts and Pennsylvania but fell below
0.250 in Florida, Texas and Virginia. The thirty year averages
further emphasize that the variation is a persistent year to year
phenomenon, not an aberration of one or a few years.

Chart 5 illustrates the same point with data from six states:
the three with the highest IUTU averages from Table 8 and the three
with the lowest averages. The Ul programs differ systematically in
the access afforded to unemployed workers. It is ﬁuch harder to
collect in the South and in Rocky Mountain states than elsewhere in
the country. ‘

Differential access to UI benefits by geographic area, as shown
in Table 8 and Chart 5, has implications for the downtrend in the
national IUTU ratio. This question was examined previously by Blank
and Card (1991), Corson and Nicholson (1988) and Vroman (1991). All
three studies attribute part of the long run decrease in the IUTU
ratio to above-average labor force growth in states where the IUTU
ratio falls below the national average.

Between 1967 and 1996 the share of the U.S. labor force located
in the nine states of the North East decreased from 0.247 to 0.191
while the share located in the South increased from 0.298 to 0.346.
To estimate the effects of this change, the IUTU ratio for 1996
(0.3501) was recalculated using each state’s share of total
unemployment as of 1967. The recomputed IUTU ratio was 0.3608. of the
total decrease in the national ratio of 0.0433 (from 0.3934 in 1967
to 0.3501 in 1996), 0.0326 represented the effect of generally lower
state-level IUTU ratios in 1996 and 0.0107 was the effect of changing

unemployment weights in the individual states. This calculation
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IUTU Ratios by State and Year

Chart 5

State and Year

{1967 w1977 m 1987 O 1996

Source: Data from the Ul Service and BLS
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suggests that had all states maintained their 1967 labor force
shares, the national ratio in 1996 would have been 0.3608 not 0.3501.
Roughly one fourth of the decrease in the national IUTU ratio.between
1967 and 1996 was related to faster labor force -growth in states
where IUTU ratios were lower than the national average.

If access to UI is to be improved it would seem that states
with low recipiency should be evaluated to better understand why so

few of their unemployed collect UI benefits year after year.

IV. Welfare Reform and Unemployment Insurance

One goal of welfare reform is to move larger numbers of welfare
recipients into the workforce. If the aims of the 1996 federal
welfare reform legislation are achieved, by 1998 more than a quarter
of the roughly 4 million .adults who received Aid to Families with
Dependent Children (AFDC) will be active labor market participants,
and half are slated to join rthe workforce by 2002. Many, if not most,
will no longer be receiving welfare benefits at that time.?®

Low education and lack of work skills and experience put
current and former welfare recipients at special.risk of
unemployment. The national unemployment .rate for persons 16 and older
averaged only 4.9 percent in 1997, but former welfare recipients can
be expected to have high jobless rates, perhaps twice the national

average.‘

39 AFDC was. eliminated by the 1996 Personal Responsibility and
Work Opportunity Reconciliation Act. In ‘discussing welfare benefits
in 1997 and beyond, reference should be made to AFDC's.successor
program--Temporary Assistance to Needy Families (TANF).

4 agsumptions made about the future work patterns of former
welfare recipients are based on studies of the employment patterns of
low-wage workers and women who received welfare in the past. Four
examples of this literature are Gustafson and Levine(1997), Kaye
(1997), Spalter-Roth, Hartmann and Burr(1994) and Vroman(1995).
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Nonetheless, the anticipated increase in the unemployment pool
resulting from welfare reform will be modest. Under current UI
program eligibility criteria only a small fraction of adult welfare
recipients who enter the labor market will be eligible for
unemployment insurance benefits. The pressure they will put on the UI
delivery system in terms of added costs and increased caseldad will
be small. Moreover, in the near term neither federal nor state laws
governing unemployment insurance are likely to change in ways that
will enhance access to unemployment benefits for unemployed former
welfare recipients.

Relative to the current pool of jobless workers, unemployed
welfare recipients would be less likely to receive UI benefits for
three reasons. First, many will find it difficult to satisfy UI's
monetary eligibility criteria, which most adversely affect workers
paid low hourly wages. In absolute numbers, the monetary eligibility
requirements are not stringent, especially for full-time workers
earning average or above average wages. Kansas, for example, whose
earnings requirements were close to the national average, required
base period earnings of $2,010 in 1997 to satisfy monetary
eligibility. Based on that state’s average weekly wage of roughly
$483, applicants would only have to have worked 4.2 weeks at the
average weekly wage in order to satisfy Kansas’s UI monetary
requirement.

However, due to low wage rates and part-time work schedules,
former welfare recipients in Kansas (and elsewhere) are not likely to
earn the average weekly wage rate. If a single mother formerly on
AFDC in Kansas makes, say, only $103 working 20 hours a week at the
minimum wage ($5.15), she would have to have worked 19.5 weeks to
qualify for UI, in contrast to the 4.2 weeks for the worker receiving

the average weekly wage.
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The definition of the base period for determining earnings
eligibility is also likely to reduce this population’s -access to
unemployment benefits. In nearly all states, the base period is the
ecarliest four of the past five fully completed calendar quarters. To
be monetarily eligible for UI, claimants in most states must have
earned more than a specified amount for the full base period and a
second amount for the gquarter of highest earnings during the base
period.! Most .states do not recognize recent earnings--from the
quarter when the UI claim is filed and from the full preceding
calendar quarter--in determining monetary eligibility. This often
makes it difficult for low-wage workers who are paid on an hourly
basis and who work intermittently--both categories that apply to
former AFDC recipients--to meet the earnings required for UI
eligibility.

Empirical analyses of the earnings patterns,of former welfare
recipients support the preceding. Using data from the National
Longitudinal Survey for Youth (NLSY), Gustafson and Levine(1997)
found that 54 percent women who were former welfare recipients during
the years 1979-1994 were monetarily eligible. Kaye(1997), also using
the NLSY, estimated monetary eligibility to be 36 .percent for such
women. Spalter-Roth, Hartmann and Burr(1994) also examined the work
patterns of former welfare mothers using the Survey of Income and
Program Participation (SIPP). While they did not try to estimate
monetary eligibility, they did document the low earnings and low

receipt of UI benefits among such women.

41 pase period earnings requirements vary quite widely across
states. The dollar thresholds also vary considerably for high quarter
earnings. Additionally, there may be requirements that specify a
minimum weeks of employment, minimum hours worked or other patterns
for earnings beyond the base period and the high quarter. About one
third of UI programs have one of these additional monetary
eligibility requirements.
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The second factor inhibiting former welfare recipients’ receipt

of UI benefits is related to the reasons for leaving work. Quits and
_discharges for misconduct typically disqualify applicants for . .
unemployment benefits. The majority of former AFDC recipients are
single mothers who have family responsibilities that are likely to
cause above-average rates of separation from work for reasons that
will be deemed disqualifying. Fewer than half of states recognize
personal reasons for leaving employment such as to take care of
illness in the family, and allow benefit payments when the person
later seeks reemployment. The estimates of nonmonetary eligibility by
Gustafson and Levine(1997) found that quits were important among
these women and contributed to low simulated UI eligibility.

Third, all states require a UI applicant be available for work
and many mandate that she or he seek full-time work. Given the
purpose of welfare legislation, it is not unreasonable to expect that
work search efforts among former AFDC recipients will be monitored
more closely than those among other UI claimants--a scenario that
could lead to higher disqualification rates among former welfare
recipients.

Due to their inability to satisfy monetary or other UI
eligibility criteria, it seems probable that no more than 20 percent
of former welfare recipients who experience unemployment would be
expected to be eligible for unemployment benefits. Moreover, the per
case cost for these eligibles is likely to be 40 to 50 percent lower
than the costs for current UI recipients. This is because low base
period earnings would limit both their weekly benefit amount and
weeks of potential benefit duration.??

Assuming that welfare reform added a weekly average of 1
million persons to the labor force in 1998 and the former welfare

recipients had an unemployment rate to 10 percent, the total number

2 UI benefit formulas in most states operate to limit potential
benefit duration for low wage workers to considerably fewer than 26
weeks, often less than 20 weeks.
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of unemployed individuals nationwide would increase by 100,000.4 If
20 percent of former welfare recipients receive UI benefits and have
a per-case cost that is half the national average, in 1998 UI
beneficiaries would increase by about 20,000 persons and costs by
about $100 million (in 1996 dollars). This would represent a 0.8
percent increase over 1996 UI caseloads and a 0.5 percent addition to
total benefit costs. In the year. 2002 both percentages would be
doubled, assuming that, by then, 50 percent of former AFDC recipients
had joined the labor force and that the unemployment rate for adult
welfare recipients was about 10 percent, or twice the national
average. These added costs are modest, and would be even lower if the
McMurrer, Sawhill_and Lerman(1997) estimates of added labor force
growth are correct.

Existing .factors that limit low-paid, hourly wo:kers’ access to
UI are set by laws that are.unlikely to relax in the current economic
and political climate. Individual states determine most legislation
governing UI benefits and taxes. Faced with prospective new UI
claimants due to welfare reform, one might expect state-level
legislation “to "ease the transition-into the labor market for AFDC
:recipients. But Ul legislation to assist such persons did not emerge
in 1997,% nor does it appear to be the horizon. Moreover, current
state and federal laws .that severely curtail the number of low-wage

workers (and thus former welfare recipients) eligible to receive

43 Estimates -of annual additions to the labor force caused by
welfare reform made by McMurrer, Sawhill and Lerman{1997)are
considerably .lower, about 140,000 per year. Their estimates imply an
increased labor_force .of about 300,000 in 1998 and somewhat less than
1,000,000 in 2002 due to welfare reform.

44 gtate legislation in 1997 is summarized in Runner(1998). Of
the state laws affecting benefits, only three changes would increase
access among low wage workers. North Carolina instituted an
alternative base period. In other states low wage workers have
benefited disproportionately from he alternative base period. See
Vroman(1995) . Minnesota eliminated a requirement for 15 weeks of
employment in the base period and reduced the disqualification for
voluntary leaving. Louisiana also reduced the disqualification for
voluntary leaving. '
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unemployment are not likely to change soon in ways that will broaden
this population’s access to UI benefits.

One area of increased_eligibility that has been shown to
benefit low wage workers is offering an alternative base period. For
those monetarily ineligible under the regular base period (typically
the earliest four of the past five completed quarters), the
alternative base period recognizes more recent earnings. In 1998,
eight states offer an alternative base period determination to
otherwise monetarily ineligible claimants. The overriding of the
Pennington decision by 1997 federal legislation, however, means that
increased access to benefits through the alternative base period can
be achieved at the present time only through legislation enacted on a
state by state basis. It seems highly likely that only a limited
number of additional states will provide increased access to UIX
benefits through this route.

To summarize, welfare reform has small financial implications
for UI programs. Unless some major changes in eligibility criteria
are made, very few former welfare recipients will collect UI benefits
while they are unemployed. Research complete& to date has reached
consistent findings on the limited access to UI benefits among former
welfare recipients. If benefit recipiency among former welfare
recipients is to be raised appreciably, it will require changes in
nonmonetary as well as monetary qualification requirements. Two

Vchanges that would be especially helpful to these persons would be
“for states to offer an alternative base period for monetary
determinations and to allow payment of benefits to persons searching
for part-time work. Both eligibility criteria fall under state

control.
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V. Trust Fund Adequacy

State trust funds as the source for benefit payments are a key
feature of UI program financing. Trust fund financing allows UI
programs to pay out much more in benefits than their receipts of UI
payroll taxes during recessions. This feature enables UI programs to
operate as automatic stabilizers of economic activity. Trust fund
balances automatically decrease during recessions and are rebuilt
during subsequent economic expansions. The UI system is often
described with terms such as advance funding, pre-funding or forward
funding. ]

In the recession of 1974-1975 and again during the back to back
recessions of 1980 and 1981-1982 trust fund balances were not
adequate to meet needs for UI benefit payments and states had to
borrow substantial sums to meet paymené obligations. Borrowing by 24
state programs totaled $5.5 billion during 1974-1979 while 31
programs borrowed $24.2 billion during 1980-1987.

Compared‘to the recessions of the mid 1970s and the early
1980s, the states fared much better during the most recent recession
which started in 1990. Borrowing during 1991-1995 totaled just $4.8
billion and only seven state programs required loans. The bulk of the
borrowing ($3.4 billion) was concentrated in two states: Connecticut
and Massachusetts.

Analyses of state experiences during the past recession point
to two factors responsible for the low volume of borrowing. (1) The
recession was mild by historic standards. The®reduction in real
output and the increase in unemployment were both unusually small.
(2) The UI trust funds were comparatively large, hence states were
generally able to finance almost all of the added payouts without
needing loans.*® . - '

To discuss Ul borrowing during recessions it is helpful to

45 Two analyses of borrowing during the most recent recessions
are given in Miller, Pavosevich and Vroman(1997) and Chapter 1 of
Vroman (1998) . o
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introduce a measure of fund adequacy termed the high cost multiple or
reserve ratio multiple. This indicator of fund adequacy places the
trust fund balance into a simple expression that also recognizes two
other determinants of a state’s need for reserves: total UI covered
wages (an indicator of the size of the state’s economy) and the high
cost period of benefit payouts (the highest previous 12 month payout
rate). The numerator in the reserve ratio multiple is the reserve
ratio: total trust fund reserves as a percent of covered wages. The
denominator is the high cost period, benefits as a percent of covered
payrolls for the highest cost previous period. The ratio of these two
ratios is the reserve ratio (high cost) multiple. During recessions
borrowing is most likely and typically largest among states with the
lowest reserve ratio multiples.

While the reserve ratio multiple helps in assessments of fund
adequacy, there is no single standard of fund adequacy. Some have
advocated that multiples should reach 1.5, a level that is rarely
achieved by any state. More recently the Advisory Council on
Unemployment Compensation (1996) suggested as a solvency standard a
reserve ratio multiple of 1.0 where the high cost payout rate is
measured as the average payout rate for the highest three of the past
20 years. Whatever standard is most appropriate, analysis of past
recessions has shown that states with reserve ratio multiples below
0.50 have the highest risk of-recession-related financing problems
(Miller, Pavosevich and Vroman(1997)).

To provide'additional'detail on ihdividual state trust fund
developments during the 1990s, Table 9 displays net reserves and
reserve ratio (high cost) multiples at the end of three recent years:
1989, 1992 and 1957. Trust fund levels and changes for.these periods
span the most recent episode of recession and recovery. To
characterize state-level unemployment developments during the
recession, the average unemployment rate for 1990-1992 is shown as a
ratio to the average for 1987-1989. The states have been arrayed by
Census Division and then alphabetically within each of the nine

Census Divisions. Table 9 also identifies the seven states needing UI



Tabie 0. Net Reserves and Reserve Ratio Multiples by Stats, 1889, 1992 and 1997

STATENet Reserves (Smif)

CONNECTICUT
MAINE
MASSACHUSETTS
NEW HAMPSHIRE
RHOOE {SLAND
VERMONT

NEW JERSEY
NEW YORK
PENNSYLVANIA
PUERTO RICO
VIRGIN ISLANDS

MINNESOTA
MISSOURI
NEBRASKA
NORTH DAKOTA
SOUTH DAKOTA
DELAWARE
DIST OF COL
FLORIDA
GEORGIA
MARYLAND
NORTH CAROLINA
SOUTH CAROLINA
VIRGINIA

WEST VIRGINIA
ALABAMA
KENTUCKY
MISSISSIPPI
TENNESSEE
ARKANSAS
LOUISIANA
OKLAHOMA
TEXAS

ARIZONA
COLORADO
IDAHO

NEW MEXICO
UTAH
WYOMING
ALASKA
CALIFORNIA
HAWAN
OREGON
WASHINGTON

U.S.Tota!

111

Roserve Ratio (High Cost) Muttiples
Dec. Dec. Dec. Levels Changes
1989 1992 1997 Doc. Dec. Dec. 1989t0 1992t
1989 1992 1997 1992 1897
274 653 533 022 -050 033 072 083
208 5 136 094 0.15 049 078 033
909 -380 1448 045 018 053 063 072
204 130 278 089 055 0.89 034 034
304 104 160 092 032 041 060 009
197 181 234 163 141 145 021 004
2795 2440 2385 1.06 085 068 021  -0.18
3181 214 990 076 005 0.18 071 043
1616 808 2254 055 025 0.57 030 032
se4 749 587 1.82 205 128 024 079
2 a7 45 267 321 322 054 0M
1268 848 1743 047 028 045 019 047
770 942 1382 104 111 122 007 oM
7o .72 2223 013 002 053 015 055
778 602 1875 030 0.2t 051 009 030
1041 1195 1632 096 083 097 003 004
518 615 727 120 120 108 000  -0.13
472 606 607 135 147 113 012 033
359 224 565 052 027 051 024 024
372 3 418 050 000 0.39 050 038
127 181 208 089 084 088 0.05 005
45 50 38 070 065 036 005 029
45 50 49 146 126 087 020 039
207 219 279 124 118 114 0.06 -0.04
76 -19 136 040 009 053 050 063
2041 1444 2090 1209 079 085 050 006
1018 966 1797 096 079 1.04 018 025
598 146 T2 075 047 067 058 050
1471 1387 130 126 103 07 023 032
415 433 687 066 060 0.72 006 0.2
718 507 978 117 074 108 043 034
146 141 168 041 035 0.34 006 001
623 S50 45t 121 090 057 031 033
393 364 5TH 06¢ 054 0.64 015  0.40
388 345 564 167 126 152 042 026
657 603 848 090 069 0.72 021 003
131 81 204 040 020 0.39 020 0.8
306 601 1276 043 072 118 029 046
323 419 609 134 153 1.78 019 025
989 586 707 073 036 032 037 004
493 372 741 084 055 072 029 047
239 339 574 075 087 1.01 012 0.14
220 240 280 137 116 095 021 -0.20
80 96 136 063 062 069 001 008
321 234 388 112 065 069 047 004
174 239 43 148 169 222 0.2t 053
239 342 573 125 140 - 154 015  0.14
56 110 159 071 123 144 052 022
180 232 202 093 106 079 012 -0.27
5419 2787 3738 092 043 048 048 004
340 362 217 175 168  0.94 007 074
804 1055 1069 135 147 103 012 043
1364 1766 1447 1.07 103 0.89 002  -0.40
36871 25847 43833 087 054 0.70 033 047
Source: Trust fund data from the U.L. Service of the U.S. [ of Labor. ¢

* - States needing U.S. Treasury loans during 19911985,

Unemp.

1990-92
1987-89

1.947
1.832
2.236
2.400
2227
1.783

1.476
1.297

1.035
1.083
1.118
1.037
1.007
0.943
0.943
1.093
1.028
0.671
0.909
0.811
1.685
1.405
1.345
1.032
1.387
1.362
1.154
1.368
1.019
0.965
0.877
0.918
1.041
0.934
0.693
0.910
0.902
1.037
0.796
0.967
0.970
1.047
0.857
0.885
0.756
1.005
1.380
1.058
1.070
0.937

1.158

rate data from BLS.
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trust fund loans during 1991-1995.
Four aspects of Table 9 are noteworthy. First, state level
" unemployment experiences were. highly varied during the 19%0-1992
downturn. While the national average unemployment rate ratio was
1.156, the state-level ratios ranged from 2.400 (New Hampshire) to
0.671 (Nebraska). Second, the highest unemployment rate ratios.were
found in states located along the Atlantic Coast along with
California. New England and Middle Atlantic states had .especially
large increases in their unemployment rates. Arranging the states
.geographically helps to emphasize this point. Third, the large
decreases ‘in reserves and reserve ratio multiples occurred
disproportionately in the -states with the largest increases in
unemployment. Of the nine states where multiples:idecreased by 0.50 or
more between 1989 and 1992, eight had unemployment .rate ratios of
1.345 or higher.*¢ Fourth, reserve ratio multiples decreased in
seventeen programs between-the end of 1992 and the end of 1997. In a
period when trust fund building would be expected, the position of
these seventeen deteriorated using the reserve ratio (high cost)
multiple to gauge trust fund adequacy. '

The slow pace of reserve accumulations.during 1993-=1997 ig
noteworthy and deserves added emphasis. One way is to highlight
developments in the ten largest states which accounted for 52 percent
of taxable covered employment and 56 percent of covered payrolls in
1996.%7 Four of the ten had smaller reserve balances at the end of

1997 than at the end of 1989 and six had smaller reserve ratio

46 Missouri, the ninth state, had a ratio of only 1.028. The
simple correlation between the unemployment rate ratios of Table 1-3
and the 1989-1992 change in state reserve ratio multiples was -.627.
The correlation was much higher (-.907) when states were weighted by
the size of their labor forces.

‘? The ten, ranked in descending order according to 1996
payrolls, are California, New York, Texas, Illinois, Florida, Ohio,
Pennsylvania, Michigan, New Jersey and Massachusetts.
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multiples.® Weighted by 1996 payrolls, the average reserve ratio
multiple for the ten declined from 0.72 at the end of 1989 to 0.32 at
the end of 1992 and then recovered to 0.47 in 1997. Compared to the
national average reserve ratio multiple, their average was 0.15 lower
in 1989 (0.72 compared to 0.87) but 0.23 lower in 1997 (0.47 compared
to 0.70). In 1997 only one of the ten largest states (Florida) had a
reserve ratio multiple that exceeded 0.60 while two (New York and
Texas) had multiples below 0.40. The largest states were clearly more
vulnerable to the risk of ;ecession-related financing problems in
1997 than seven years earlier.

Compared to the ten largest states, the pace of post-1992
reserve accumulations for remaining UI programs was more rapid. Prior
to the 1990 recession their average reserve ratio multiple was 1.08.
At the end of 1997 their average multiple was 1.00. Thus, the average
reserve position of these states at the end of 1997 was almost the
same as before the onset of the 1990 recession. This suggests the
increased exposure to potential insolvency was much more concentrated
in the largest states at the end of 1997 than it was at the end of
1989. :

A second way to highlight the slow pace of reserve accumulation
during 1992-1997 is to ask the following question: How long would it
take to restore reserves to their 1989 position? Between 1992 and
1997 the national reserve ratio multiple increased by only 0.17 (from
0.54 to 0.70) or by an average of 0.034 per year. At that pace of
accumulation, more than 4 more years would be required before a
national multiple of 0.87 (the 1989 reserve ratio multiple) would be
achieved. This would imply an economic recovery lasting more than
nine years, i.e., longer than any expansion since the establishment

of UI programs in the mid 1930s.

¢ Note in Table 9 that only Massachusetts, Michigan, Ohio and
Pennsylvania had higher reserve ratio multiples at the end of 1997
compared to 1989 and only in Michigan and Ohio were the multiples
noticeably higher.
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Given the strong pace of economic expansion experienced during
1993-1997, a substantial accumulation of reserves would have been
anticipated. Annual benefit payouts during 1993-1996 averaged $3.8
billion -less than during 1991-1992. Aggregate tax receipts also
increased substantially. The three year average for 1994-1996 of
$21.8 billion was 42 percent higher than the 1989-1991 average of
$15.4 billion.*

-What distinéuishes the UI tax increases during the most recent
‘period .of economic recovery is their comparatively modest size. The

-analogous increases following the downturns of 1974-1975 and 1980-
1982 exceeded 100 percent and 60 percent respectively. Higher UI
taxes would have been expected during 1994-1996 based on earlier
recessionary episodes.

While a detailed analysis of recent changes in UI tax laws lies
beyond the scope of this report, there clearly have been UI tax
reductions..which slowed trust fund accumulations during 1993-1997.
States such as Kansas and North Carolina were especially aggressive
in lowering UI taxes, but tax reductions have been widespread during
the 1990s. Modifications of UI tax statutes in Georgia, Florida and
Virginia during 1997 will cause further tax reductions and can be
interpreted as at least partly motivated by the tax cuts in North
Carolina of 1995.

The slow pace of trust fund accumulations during 1993-1997 has
obvious implications for state UI 'solvency. In particular it implies
that states at the end of 1997 were more exposed to the threat of
financing problems than they were eight years earlier, i.e., before
the onset of the 1990-1992 fecession.

To examine risks of insolvency a series of simulations were

¢ Annual data on aggregate UI benefits and employer taxes from
1938 through 1996 appear in columns (10) and (8) respectively of u.s.
Department of Labor (1995) and later updates to this Handbook.
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undertaken.® The simulations utilized the relationship between
decreases in state reserve ratio multiples and increases in average
unemployment rates that were observed during the 1990-1992 recession.
Historic patterns of increases in state unemployment rates were then
combined with the slope and intercept of this relationship to provide
projections of trust fund drawdowns during recessions of differing
severity. )

Two conclusions emerged from the simulation analysis. (1) The
absence of widespread financing problems during 1990-1992 was
attributable both to the mild nature of the recession and to the
comparatively large initial trust fund balances held by the states.
The states may not be as lucky in the next recession regarding the
magnitude of the increase in unemployment. (2) More states needed
loans when they entéred recessions with their 1996 year end reserve
balances than when they entered with their 1989 reserve balances.
Based on 1993-1997 rates of trust fund accumulations as summarized in
Table 9, several states will start the next recession with smaller
balances than at the end of 1989. Other things equal, the smaller
balances resulting from the slow pace of accumulations during 1993-
1997 could lead to increased borrowing during the next recession.

The need for large reserves during a future recession could be
mitigated by two factors that merit some additional comments.

(1) Compared to earlier periods, the UI programs of the states may
now have in place more features that automatically lead to tax
increases and/or benefit reductions in recessions. (2) Due to
evolutionary developments, the economy may now be less prone to
recessions than in earlier years. If either of these factors were
important, there would be less need for large trust fund reserves
than in the past. Either the UI response features would automatically
be activated to offset the effects of higher unemployment on trust
fund bqlances or the cyclical swings would be less pronounced due to

macroeconomic developments.

50 The details of the simulations are given in Appendix A of
Vroman{1998) .
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The first of these two arguments has been addressed by recent
research, e.g., Miller, Pavosevich and Vroman(1997) and Chaﬁter 2 in
Vroman(1998r; There is no doubt regérding the increased prevalence of
automatic tax and benefit features in UI programs, e.g., solvency
taxes and automatic freezes on maximum weekly benefits, that are
activated when trust fund balances descend below designated
thresholds. However, the quantitative importance of these features
remains small. Thus while these features are present in many more
programs in 1998 than, say, two decades ago, there is no evidence
that their increased importance has reduced the need for large pre-
recession trust fund balances.

Determining whether the economy is inherently more stable than
in the past is a more difficult question. It is clear that the
service sector is relatively more important than in the past and that
international trade now links the U.S. economy more closely to other
economies than in the past. The former development could be important
because the production of services takes place without accompanying
large stocks of raw materials, intermediate goods and finished goods
that are associated with production in goods sector of the economy.
Thus goods production in general and manufacturing production in
particular may now exert less of a destabilizing effect through
stock-flow (multiplier-accelerator) interactions than in the past. It
is also possible that closer international trade and financial
relations operate to enhance the stability of the U.S. economy.
However, observing the developments in Asia during the past six
months leads to skepticism regarding the inherent stability of the
economy associated with increased dependence on international trade
and finance.

Thus the argument that the economy is inherently more stable
while interesting has not gained widespread acceptance within the
economics profession at large. It would seem prudent to wait for
additional research and confirmation of this idea before moving UI

programs towards having lower trust fund balances.
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To summarize, it seems quite certain that the UI system will
enter the next recession with lower trust fund reserves (reserves as
a percent of payroll) than they had prior to the 1990 recession. This
has implications for potential borrowing by individual states and for
the performance of UI as an automatic stabilizer of the economy, as

examined in the next section.

vI. Unemployment Insurance as an Automatic Stabilizer

One of the primary objectives of unemployment insurance (UI) is
to impart enhanced automatic stability to the macro economy. The
payment of UI benefits automatically increases during recessions
helping to stabilize aggregate spending (primarily household
expenditures) and dampens the effects of impulses that move aggregate
real output (GDP) downward. This effect of UI was emphasized when the
program was established in the 1930s, emphasized in the summary
volume by Haber and Murray (1966})% and still remains an important
rationale for UI at the present time.

Increasing UI eligibility and benefit recipiency would enhance
the performance of UI as an automatic stabilizer. This would help to
restore the stabilizing effectiveness of UI towards the levels it
realized in the 1970s, i.e., prior to the downward shift in
recipiency that occurred in the early 1980s. Before discussing
empirical estimates of UI's stabilizing effects, it will be useful to
examine the potential stabilizing role of the program and briefly

review one paper in the empirical literature.

51 gee Chapter II, pages 31-32 in Haber and Murray(1966).




118 -

52

; E : s

Unemployment insurance (UI) benefit payments are highly
cyclical, but gquite small relative to the overall macro economy.
Regular UI benefits ranged from 0.221 to 0.729 percent and averaged
0.377 percent of GDP in annual data covering the years 1967 to 1995.
Total payouts from all three tiers of UI* ranged from 0.221 to 1.011
percent,averaging 0.442 percent of GDP.

Descriptive time series regressions based on annual data from
1967 to 1995 were fitted to explain uI benefit payouts as a
percentage of GDP. The specification included three explanatory
variables: the total unemployment rate or TUR, the TUR lagged one
year and a zero-one dummy variable that identified the years starting
in 1981. Each of the three explanatory variables had consistently
significant coefficients: positive on the TUR, negative on the TUR
lagged (reflecting effects of Benefit exhaustions) and negative on
the post-1981 dummy variable. '

In the regression explaining regular UI payments as a percent
of GDP, the coefficient on the TUR was 0.1115 indicating that payouts
increased by 0.1115 percent of GDP for each percentage point increase
in the TUR. This coefficient was 0.1558 in the regression explaining
total payouts from all three tiers of UI as a percent of GDP for the
1967-1995 period. The coefficient for the post-1981 period indicated
that regﬁlar Ul payments shifted downward by 21 percent after 1981
while total payouts from all thrée tiers combined shifted downward by

34 percent starting in 1981.% These.regressions illustrated four

*2 The three tiers are: 1) the regular UI program which
potentially pays up to 26 weeks of benefits in nearly all states,
2) the Federal-State Extended Benefits program which can pay up to 13
weeks when activated and 3) emergency federal benefits such as
Emergency Unemployment Compensation which was active from November
1991 through April 1994.

*> The post 1981 coefficient was -0.0796 in the regular UI
equation and -0.1492 in the total UI (all three tiers) equation. The
elasticity estimates were derived as the ratio of the post-1981 dummy
coefficient in each regression to the mean of UI benefits as a
percent of GDP.
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important points: the small overall size of UI benefits, their
cyciical sensitivity, the downward shift in benefits after 1981 and
the importance of EB and temporary federal programs in the overall
cyclical pattern of UI benefit payments.

program benefits stabilize the economy primarily by helping to
maintain household consumption expenditures. Within a bu;iness cycle
context UI operates as a proportional stabilizer of economy. When
there is an impulse that tends to either increase or decreése total
real output, UI acts to dampen the total effect by offsetting part
of the effect of the impulse. While the direction of the effect
caused by the impulse is not altered, its magnitude is reduced, hence
the term proportional stabilizer.® UI benefits offset a proportion
of the effect of the impulse.

There are two important proportional stabilizers in the public
sector of economy: UI benefit outlays and taxes linked to income and
output such as the personal income tax, the corporate income tax and
payroll taxes. Both proportional stabilizers have measurable
macroeconomic effects.

There are three important macroeconomic relationships that
determine the importance UI as an automatic stabilizer. (1) There is
the relationship between changes in aggregate output or GDP (measured
as aggregate income) and the pre-tax-pre-transfer income of
households. (2) There is the relationship bgtween pre-tax-pre-
transfer household income and post-tax-post-transfer (or disposable)
household income. (3) There is the relationship between household
disposable income household spending (or consumption). These three
links combined determine the size of the response of household
spending when GDP changes. Respectively these three can be termed the
pre-tax income response, the disposable income response and the
consumption response. As each of these responses is smaller the

automatic stability of the economy is enhanced.

s¢ This terminology was developed by A.W. Phillips (1954).
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A proportional stabilizer like UI affects the second of these
relationships by helping to cushion household disposable income from
changes in pre-tax-pre-transfer household income. When employers
reduce labor inputs they often place workers on temporary or
permanent layoff. Benefit payments from UI offset part of the wage
loss caused b; layoffs thereby keeping household disposable income
more stable than it would be without UI.

When aggregate real output (GDP) changes there are two factors
operating within the private sector that cushion the effect on pre-
tax-pre-transfer household income, the first of the three
relationships identified above. (1) The gross income share received
by owners of capital (pre-tax corporate profits plus interest on
corporate debt) absorbs much of the aggregate income'change.
Capital’s income share is about one-third of GDP, but in the short
run it will absorb over half of the reduction in aggregate income.
(2) Within capital‘s income share there are four components: retained
corporate profits, corporate profits taxes, dividend payments and
interest payments on debt. The component that most directly affects
households is dividend payments which tend to be very stable in the
face of decreases in profits. Both preceding factors operate to
stabilize pre-tax-pre-transfer household income when real GDP
changes.

These same two factors severely limit the potential for UI
benefit payments to play a major role as an automatic stabilizer. To
the extent that pre-tax-pre-transfer household income is stabilized
by the cyclical pattern of the corporate income share and by dividend
payouts, there is less of an unemployment response and less need for
UI benefit payments. Stated somewhat differently, employment tends to
be more stable than real output when the economy enters a recession.
These stabilizing effects of corporate profits and dividend payouts

tend to weaken as a downturn extends for a longer period.
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The decline in the IUTU ratio of the early 1980s implies
that the stabilizing effect of UI would be weakened. Compared to the
1970s and earlier, there would be a larger response of after-tax-
after-transfer (or disposable) household income to a given change in
pre-tax-pre-transfer household income, i.e., the second of the three
relationships that link changes in GDP and to changes in household
spending as discussed above. Because household disposable income
becomes more cyclically responsive, when the IUTU ratio declines, the
proportional response of consumption to GDP becomes larger and the
economy becomes more volatile. Empirical estimates of the size UI's
stabilizing effect are discussed below. The important conclusion from
the present discussion, however, is that the potential role of UI as
an automatic stabilizer is limited by other aspects of macroeconomic
behavior, in particular by the cyclical response of capital’s gross
income share and the response of dividend payments.

Other macroeconomic factors that affect stabilizing impact of UI
should also be noted. First, to the extent that spending out of UI
benefits is more complete than spending out of other components of
household income, there may be a larger stabilizing effect than
suggested by just noting the siie of UI benefits relative to total
household disposable income. Second, because UI taxes are experience
rated, a recession-related increase in benefits will eventually be
followed by higher UI taxes. Depending on the timing of this response
which occurs with a lag, it could weaken the effects of UI as an
automatic stabilizer because of negative effects on business profits
and business spending. This effect of UI taxes would be more

important in downturns of longer duration.
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The most recent analysis of the automatic stabilizing
properties of UI was undertaken by Dunson, Maurice and Dwyer
(1991) .% This research, supported by the U.S. Department of Labor,
utilized simulations with the Data Resources Inc. (DRI) model to
derive quantitative estimates of the UI's stabilizing effects. While
the .full project also included an analysis of UI in four states and a
literature review, principal interest centered on simulation results
based on a full scale national macroeconomic model.

Dunson, et.al. utilized the .DRI model in simulations that
covered two eleven year intervals: 1977 to 1987 and 1991 to 2001. For
" each -time period the scale of the UI program was modeled as of the
start of the period. The work, undertaken mainly during 1990, could
utilize historic data for the earlier period-but utilized eleven year
projections for the latter period. For both time periods there were
paired simulations: one with UI-and one without UI. The UI variable
of primary interest was real UI benefits per.unemployed worker. This
was found to be lower .in .1991-2001 than.in 1977-1987 primarily
because recipiency among job losers was lower.

In each simulation there was a shock to the economy (a two
percent reduction in the monetary base) and the time paths -of all
variables were then traced. Particular .attention was focused on the
time path of real output(GDP)-and aggregate employment. Since output
was traced for eleven years.in a.quarterly model, the-comparisons of
-effects with and without.UI.cover a lengthy time period. The .research
strategy was to focus on the four quarters-when. the decline in GDP
was the largest.

For the earlier period (1977-1987) they found that the+decline
in real GDP was cushioned by 5.4 percent and-employment by 4.9
percent, i.e. the GDP reduction was 5.4-percent smaller.when UI was
presénc. For the later period (1991-2001) the GDP .reduction was
cushioned by 3.7 percent and the employment reduction by 3.5 percent.

5> A more complete review of the .automatic stabilizing
literature is given in Section III of Vroman and Woodbury(1996).
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while all of these estimated effects of UI are quite modest, the
programs effectiveness was clearly lower in the second time period.
Overall, UI during 1991-2001 was about 70 percent as effective as it
Ahad been during 1977-1987. The program was less effective in
stabilizing household disposable income hence household spending.

This analysis is important because the two time periods bracket
the period when the IUTU ratio declined, i.e., the early 1980s.
Theirs is the only model-based analysis of the effects of the decline
in the IUTU ratio, and it suggests a small stabilizing effect became
even smaller.

There are questions about the methodology of this study that
should be noted. First, the primary variable used to gauge the
decline in the scale of the UI program is the real benefit per
unemployed worker. They estimate that the real benefit decreased by
40 percent in a linear manner between 1981 and 1985. This scale of
reduction exceeds that of the direct studies of the IUTU ratio.
Second, because the analysis does not separate the three tiers of UI,
it is not clear how temporary federal programs enter the analysis.
Third, it is also not clear how exhaustions of UI benefits enter (or
do not enter) their analysis. Finally, there is no explicit treatment
of income distribution by factor shares, e.g., the cyclical
sensitivity of capital’s income share and dividend payouts. Thus,
interested readers would have questions about details of their
procedures.

These questions notwithstanding, their qualitative findings are
highly plausible. A modest stabilizing effect was reduced when UI
benefit availability declined in the early 1980s.

bilizi ” £ o 0 Benefit Eligibili

In an earlier report with Steve Woodbury, we identified ten

potential changes in UI benefit availability that would raise
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eligibility and the receipt of benefits.® These changes which would
mainly affect low wage workers would enhance the performance of UI as
an automatic stabilizer.%’ If all ten changes were enacted, the IUTU
ratio would increase 14-18 percent but payouts would increase only 7-
9 percent above present levels. The increase in IUTU caused by these
changes would be of the same order of magnitude as the decrease that
occurred in the early 1980s. However, because the associated increase
in benefit payments would mainly affect low wage workers, the
increase in the stabilizing effect of UI would be modest.

The Dunson, et.al. (1991) analysis is useful for the present
question. Suppose we take their 1991-2001 simulation results as an
approximation for the effects of the present UI system. The increases
in eligibility proposed in part III would increase UI benefits per
unemployed worker somewhat less than 10 percent. Thus the added
stability caused by these changes woﬁldiétill not bring the program
back to its stabilizing effectiveness of the 1977-1987 simulations.

Perhaps these improvements in benefit availability would
increase the stabilizing effect of UI by one-tenth. Thus the total
decline in real GDP at the trough would be 4.1 percent smaller after
making these changes compared to 3.7 percent smaller under present UIL
eligibility. This is a small change, but it would make UI more

effective in achieving one of its principal program objectives.

%6 See Section II in Vroman and Woodbury(1996).

57 among the suggestions were the following. 1) Base monetary
eligibility on hours of work. 2) Have each state offer an alternative
base period. 3) Allow part time workers to be eligible if looking for
work with at least as many weekly hours as the previous job. 4)
Eliminate indefinite duration disqualifications. 5) Allow good
personal reasons for leaving employment. 6) Modify EB program
unemployment rate triggers.
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bilizi £ . : s
With the preceding discussion of Sections V and VI as

background, it may be instructive to briefly speculate on some likely
consequences of a serious recession. A severe recession of the scale
of the downturns of 1958, 1974-1975 or the back-to-back recessions of
1980-1982 would quickly deplete UI reserves. At the end of 1997 state
reserves totaled $43.8 billion (Table 9). If the national benefit
payout rate averaged 2.0 percent of covered payrolls for one full
year, total payments would be $60 billion which would increase to $90
billion if this payout rate lasted for eighteen months.% Thus even
considering current revenues, borrowing would take place during the
first twelve months and substantial borrowing during the first two
years. '

Under this scenario, UI programs would add more than $40
billion to the net spending stream of the economy (UI benefit
payments less state UI taxes) based just on outlays from state trust
funds during the first twelve months. If there were emergency federal
legislation as in previous recessions, federal emergency benefits
would make further additions to household income and spending. While
the dollar amounts seem impressive, they would represent only about
0.5 percent of GDP. UI is a program of limited scale.

Further reducing the net stabilizing impact of UI would be some
likely state and federal actions. In the states, the emergence of UI
debts to the U.S. Treasury would be followed by solvency legislation
which could be expected to both raise employer taxes and reduce
benefit payments. The emergency federal legislation would probably
fall under the terms of the Budget Enforcement Act that requires
added benefits to be “financed.“% These federal and state actions
would operate to reduce the net stabilizing effect of UI during the

58 In 1998 total payrolls of taxable covered employers will
equal about $3000 billion. Two percent equals $60 billion.

%9 Speculation about likely state actions are based on actual
state behavior during the early 1980s. See Chapter 2 in Vroman(1986) .
The federal UI expenditures during 1991-1994 in the Emergency
Unemployment Compensation program (EUC) were mainly *financed.”

77-816 02-5
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hypothesized recession. .
Having larger pre-recession trust fund balances would

reduce the amount of offsetting actions undertaken by the

states. In this area, a provision of the Department of Labor
appropriation legislation for fiscal year 1998 should be noted.
States were encouraged to achieve trust fund target levels with a
financial inducement, e.g., interest free advances in the event of
indebtedness if pre-recession fund balances met a target determined
by the Secretary of Labor. A regulation that specifies target trust

fund balances is expected during 1998.

VII. Summary and Conclusions

Because this report has covered several topics, its conclusions
fall into several areas. Some can be noted very briefly. The reform
of the welfare system will have few noticeable consequences for UI
programs assuming their current eligibility rules do not change. Few
former welfare recipients who become unemployed will collect
benefits. Failure to meet nonmonetary eligibility criteria as well as
monetary criteria will contribute to this outcome.

UI trust fund building has been quite slow during the period of
economic recovery of the past five years. It can be anticipated that
UI programs will enter the next recession with smaller balances than
they did in 1990, the start of the last recession. As a consequence,
borrowing during the next recession can be expected to be much larger
than during 1991-1995.

Nonstandard &mployment is a large and growing segment of
employment in the U.S.. An analysis of their experiencés in data from
the February 1997 CPS contingent worker supplement should also be
undertaken. This would provide two observations on the receipt of UI
benefits for the various workers in nonstandard employment. Added
reliability in our understanding of their UI beneficiary patterns

would be most useful.
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More generally, it would be useful to document more completely
the unemployment experiences of contingent workers. To the extent
they are job losers, their recipiency rates would be expected to be
considerably above-average. One suggestion would be to make a
longitudinal match and an analysis of their unemployment in March
1995, one month after the first of the two CPS contingent worker
supplements. A longitudinal analysis of the February 1997 contingent
worker supplement also would be useful.

Part-time employment is the largest of the nonstandard
employment categories identified in Section II, but its most rapid
growth occurred before 1975. Part-timers account for more than one in
five who now work during a given year. Overall, they are about one
third as likely as others to receive UI benefits when they experience
unemployment. Among adults aged 25 and older, part-time workers are
about half as likely to receive UI benefits as full-time workers.
Improving their access to UI benefits would have a measurable effect
on overall UI recipiency. If the differential in recipiency among
part-timers could be halved it would add about 5 percent to insured
unemployment. One key to raising recipiency would seem to be
modifying the work search requirement to permit search for part-time
jobs.

Temporary (contingent) employees have very high rates of
unemployment. Improving access to UI benefits by temporary help
agency employees would have only small macro effects (because they
number only about 1.2-2.0 million), but it would seem worthy of
support given their high- unemployment and below-average recipiency
rates. Monitoring how offers of suitable work by temporary help
agencies are made to these workers is important to document.

Three insights into the long term decline in the IUTU ratio



128

62

were gained through the analysis of Section III. First, the long term
decline in the IUTU ratio has a distinct gender component. The ratio
has declined for men over the past 30 years while it has been stable
for women. The often noted declines in manufacturing employment and
in unionization are consistent with a larger effect on the male IUTU
ratio, but this gender perspective has not been emphasized by
previous research. Second, the decrease in the IUTU ratio since 1976
appears to have been proportionately larger among job leavers and
reentrants than among job losers. This was strongly suggested by the
data in Table 7. There was an inference from these findings that an
increased prevalence of durational disqualifications may have
contributed to this decrease in recipiency. Third, geographic
differences in IUTU ratios have persisted during the past 30 years.
Over this period, states in the South and the Mountain division have
had above-average labor force growth. Since these geographic areas
have the lowest IUTU ratios, this differential growth has had a
depressing effect on the national IUTU ratio.

Several other research ideas were noted in earlier sections of
this report. Repeating a few at this point may be useful. (1) The
long term decrease in IUTU ratios could be reexamined. Seven to ten
additional annual time series observations per state are now
available to augment the earlier analyses of Blank and Card(1991) and
Corson and Nicholson(1988). (2) Closely related, it would seem that
the reasons for low recipiency in states like Florida, Texas and
virginia should be examined to better understand why fewer than one
fourth of their unemployed receive UI benefits.

Three areas of research on nonstandard employment could be
especially productive. (1) An analysis that focuses on unemployed
part-time workers is needed. This should try to disentangle the
monetary from the nonmonetary factors contributing to their failure
to receive UI benefits. Among the nonmonetary factors it would seem

that the effects of durational disqualifications for quitting and
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state requirements to seek full time work as a condition for
eligibility should be studied. (2) Analyses of independent
contractors are needed. Two possible areas. of work within UI programs
and reporting systems were jdentified. They were information from
state tax offices on determinations of independent contractor status
and information that may be derived from RQC data. (3) Since
unemployed reentrants are numerous there is need to examine their
reason for leaving their last jobs. It would be important to document
the proportions of layoffs and quits. Presumably quits are much more
numerous but this has.yet to be documented.

Finally, the redesign of the CPS in 1994 now yields information
on the unemployment of temporary workers whose assignments have
ended. Undertaking a new special CPS supplement like the earlier 1989
and 1993 supplements would be useful in furthering our understanding
of the experiences of these workers with UI programs in the states.
If a special survey were undertaken it could also be the vehicle for
gathering information on reason for unemployment among unemployed

reentrants.
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Appendix A. An Analysis of IUTU Ratios by State

In an earligr report, state-level IUTU ratios were examined
with time series multiple regressions fitted to annual data, Appendix
A in Vroman (1991). The specification utilized three explanatory
variables: the total unemployment rate (or TUR), the‘Lnemp;oyment
rate lagged one year (TURL) and a dummy variable (D81) equal to zero
from 1967 to 1980 and unity from 1981 to 1989. Regressions were
fitted for each state plus the District of Columbia.

The expectation was that TUR would enter with a positive
coefficient as there are more job losers (as a proportion of the
unemployed) during recessions when the unemployment rate increases.
Since job losers are the group most likely to be eligible and to
receive benefits, this mix effect would be expected to increase the
TUTU ratio. The combined effects of UI benefit exhaustions and
reduced monetary eligibility cause the IUTU ratio to decrease after a
recession has been underway for some quarters. Hence the expectation
was that TURL would have a negative coefficient. Finally,'the D81
dummy variable was included to test for the size and significance of
a downward shift in UI claims in 1981. On average, fewer unemployed
would be expected to receive benefits after 1981 than before 1981.

The regression results generally conformed to these
expectations. The D81 dummy had a negative coefficient in 45 of 51
equations, and its coefficient’s t ratio was statistically
significant in 28 states. The coefficients and t ratios from this
earlier analysis are reproduced in Table Al in the column heéded
D1981-1989. Also shown at the bottom are the results from a pooled
regression using state data weighted by an indicator of state size
(average unemployment for the years 1967-1989).

These regressions were refitted for a longer estimation period
1967 to 1996 using the most recently available annual data. If IUTU

were trending inexorably downward, the estimated size of the post-
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Table A1. Rogression Estimates of the Post-1881 Decrease in Ul Recipiency

. Avg. Divisional
Division and State D1981-1989  D1981-1996 Change Change
N.Eng. CONNECTICUT -1465(45)  -1078(4.1) 0.0387 00118
MANE -0657(3.0)  -0644(3.2) 0.0013
MASSACHUSETTS ~ -0935(4.6)  -.0903 (5.9) 0.0032
NEWHAMPSHRE ~ -.1589 (34)  -.1622(4.3) 0.0033
RHODE ISLAND -0980(35)  -0853(35) 0.0137
VERMONT -0271(13)  -0097 (0.6) 0.0174
M.AL  NEW JERSEY ~1110(6.9)  -.1146(9.5) 0.0036 0.0102
NEW YORK -1065(86)  -.0988(9.9) 0.0067
PENNSYLVANIA -0941(37)  -0684 (32) 0.0217
ENC. LLNOS -2042(44)  -1158(34) 0.0884 0.0475
NOANA -0578(271)  -0570(39) 0.0008
MICHIGAN -1254(50)  -.0953(5.4) 0.0301
oHO -0616(2.1)  -0168(0.9) 0.0448
WISCONSIN -1046(25)  -0311(1.1) 0.0735
WNC. IOWA -.1468 (5.7) -0662 (3.6) 0.0806 0.0305
© KANSAS 0004 (0.0} -0309 (1.0) 0.0313
MNNESOTA -0822(27)  -0713(35) 0.0109
MSSOURI -1170(38)  -1197(52) 0.0027
NEBRASKA -0826(39)  -0122(0.7) 0.0704
NORTH DAKOTA -0713(1.2)  -0397 (1.4) 0.0318
SOUTH DAKOTA -1745(42)  -1207(5.6) 0.0538
S.AL.  DELAWARE -0256(1.3)  -0205(1.1) 0.0051 0.0075
DIST. OF COL. -0142(0.4) 10169 (0.6) 0.0311
FLORDA -0B78(7.3)  -0450 (4.0) 0.0228
GEORGIA -0351(2.1)  -0230(12) 0.0121
MARYLAND -0221(1.0)  -.0251(1.4) -0.0030
NORTHCAROUNA  -.0001 (0.0) 10039 (0.2) 0.0040
SOUTHCAROUNA  -0271(09)  -0212(0.9) 0.0052
VIRGINA -0324(1.9)  -0238(1.8) 0.0085
WEST VIRGINA -0500(0.8)  -0689(1.9) 0.0189
ESC.  ALABAMA -1285(3.8)  -.0922(4.2) 0.0363 0.0498
KENTUCKY 1557 (24)  -0804 (2.7) 0.0753
MSSISSIPR -0332(0.8) 0005 (0.0) 0.0337
TENNESSEE -1421(54)  -0891(4.2) 00530
WSC. ARKANSAS -1332 (4.9) 10069 (0.3) 0.1401 0.0264
LOUISIANA -0501(1.1)  -0712(32) 0.0211
OKLAHOMA -0250 (0.6) -0630 (2.2) -0.0380
TEXAS -0307(1.5)  -.0059 (0.4) 0.0248
Mount  ARZONA -0339(1.5)  -.0368(2.1) -0.0029 0.0025
COLORADO -0013(0.1) 0200 (1.3) 0.0213
DAHO 0140 (0.4) 0295 (1.4) 0.0155
MONTANA -0733(1.8)  -0284(1.1) 0.0439
NEVADA -1338(7.0)  -1072(5.7) 0.0266
NEW MEXICO 0407 (1.4)  -0667 (3.3) 0.0260
UTAH -0843(24)  -0813(4.5) 0.0170
WYOMING 1384 (3.2) 0950 (3.2) 0.0414
Pac.  ALASKA 0133 (0.3) -.0048 (0.1) -0.0181 00155
CALIFORNIA .0038 (0.5) -.0064 (0.9) 00102
HAWAL -0321(1.4)  -0220(1.0) 0.0101
OREGON -0517(33)  -0033(0.2) 0.0434
WASHINGTON -0888(36)  -0415(1.8) 0.0473
Pooled Data -0492(7.5)  -0459 (8.8) 0.0033

Source: Regressions by the suthor with anntal data from 1967. The dependent variable was the state
IUTU ratio, mmmmmmmmmmm.mmwm
year.
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1981 downward shift should be larger in data that extend seven years
beyond the original estimation period. Table Al shows each
coefficient and t ratio for the 1967-1996 data period in the column
headed D1981-1996. Again, results are also displayed for a pooled
regression’ using weighted state data.

The third column then shows the difference between the two
point estimates of the downward shift. Congrary to expectations, most
are positive not negative, i.e., -the estimated post-1981 downward
shifts are generally smaller when seven more years are added. Thirty
seven of 51 dummy coefficients are less negative in data based on the
1967-1996 .estimation period.

The final column of Table Al displays unweighted averages of
the changes in the-D81 coefficients for the nine Census divisions.
All nine averages are positive. The largest changes .in the averages
are observed in the East North Central and East South Central
divisions. These states have generally enjoyed high prosperity during
the 1990s, and there has been a generally noticeable recovery in
their IUTU ratios from the lows reached during the 1980s.

The preceding finding may provide a basis for further research
into the determinants of the IUTU ratio. This analysis was undertaken
simply to replicate earlier work and to test a specific hypothesis,
namely to estimate the size of the decrease in—the IUTU ratio based
on data that extend into the mid 1990s. However more work on the
determinants of the IUTU ratio may be warranted. The most recent
analyses by Blank and Card(1991) and Corson and Nicholson(1988) used
data periods which ended in the mid 1980s. New insights might be

obtained from an analysis with data that extend to 1996 .or ‘even .1997.




Mass iayoff avents and inltia! tor
in heip supply services (SIC 7363)
sl
O Layoff svents caimants for
unempioyment insurance

2000
Jaruary 144 21807
Fetruary [ 8284
March s 8T
Aot n 95708
May & 7499
June [ 1471
July [ 8201
Aogut kd 9644

5 1533

Oclober 59 5874
Novembert 128 a3
Oecamber 189 17,30

2001
January 122 14,439
February 1 22054
March 12 10,708
Aprd 138 2085
May 133 12833
June 120 nug
Sy 150 2201
Augst 125 12982

9 14884

October (1] 10538
November ... 188 17.548

Source: Bureay of Labor Statistics, Mass Layol! Statistics program
Jaruary 2002
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Jan 4, 2002

Dr. Lois Orr

Acting Commissioner
Burean of Labor Statistics
Room 440

2 Massachusetts Ave, NE .
Washington, DC 20212

via fax 691-6426
Dear Acting Commissioner Orr:

I want to thank you again for testifying before the Committee on December 7th.
Unfortunately, votes on the Senate floor cut short my ability to stay and ask you more
questions regarding the November employment data. I would therefore be grateful if you
would answer the following questions for the record.

L. T have three questions on shifts towards defense-related production. Although we
have seen a sharp increase in new defense-related capital goods orders, the
cmployment numbers do not reflect any strength in defense-related employment.
a) How much is employment in defense-related industries expected to lag the
increase in production? b) Does defense production use labor more or less

intensively than comparable non-defense production? c) Are defense-related jobs
more white-collar than average?

2. There is conccam abont the recession's impact on recent welfare leavers. Under
current rules in most states, a worker who has only worked for a few months (such
as a recent welfare leaver) is unlikely to qualify for unemployment when laid-off,
Do we know how many former weifare recipients fall into this category? If not,
do we know how many former welfare recipients have been employed for only
four months or less? For three months or less?

3. In a related question, I noticed that the ununplo};mem rate for "women who
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maintain families" jumped from 6.9 percent to 8.3 percent in November. What
else do we know about this group? What are the average wages (or earnings) for
this group? Do we have a sense of how many of these women are former welfare
recipients?

Since we are not yet receiving mail, it might be best to either fax your responses to my

staff on the Joint Economic Committee in their temporary offices at 225-0505, or call Ms..
Daphne Clones at 226-2487 to coordinate delivery. Ilook forward to receiving your

responses.

Sincerely,

k Reed
ited States Senator
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Bureau of Labor Statistics
Washington, D.C. 20212
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Honorable Jack Reed

Vice Chairman, Joint Economic Committee
804 Hart Senate Office Building
Washington, DC 20510-6602

Dear Senator Reed:

I am writing in response to your letter of January 4, 2002,
in which you posed additional questions regarding our
employment report for November. I have addressed these

questions by topic below.

Defense~Related Production

The Bureau of Labor Statistics (BLS) maintains a data
series on employment for industries that have been
identified as being “defense-dependent,” that is, at least
50 percent of their product is generated for defense
purposes (based on data for 1987, the peak year for real
defense expenditures). These industries--ordnance and
accessories; aircraft and parts; shipbuilding and
repairing; guided missiles and space vehicles; tanks and
tank components; and search and navigation equipment--are
all in the manufacturing division. Table 1 shows the
employment figures on a monthly basis from 1985 through the

- most recent month available.

Note that this series is not an exact measure of employment
generated by defense spending. Industries that do not meet
- the 50-percent criterion may have defense-dependent jobs.
Moreover, in the industries identified as defense-
dependent, ‘many jobs stem from the production of nondefense
goods. We are not able to separate the effects of defense
and nondefense production on employment in these —
industries. Consequently, the employment trend in these
industries could reflect weakness in nondefense production
areas, for example, commercial aircraft manufacture.

In order to try and shed light on your question about the
relative lag that may occur between production and
employment increases in defense-dependent industries, we
are including the Federal Reserve Board’s industrial
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production index for defense and space equipment to
accompany our employment figures. The Federal Reserve data
are shown in the lower half of Table 1, and we have graphed
the long-term trends of the two series in Chart 1. As you
can see in the chart, the broad trends in the two series
have tracked relatively closely over time, although the
industrial production series appears to be much more
volatile on a monthly basis. While the industrial
production data have shown relatively little change in
recent months, the employment series has edged down. It is
difficult to determine the precise point in the production
cycle when increased production will translate into
increased employment. We will have to wait on future data
to see when in the current cycle increases in defense
expenditures translate into job growth for these particular
industries.

Regarding your question about labor-usage intensity in
defense production, the Bureau has a multifactor
productivity data series that measures the change over time
in the relative use of capital and labor. The change in
the ratio of capital services to labor hours (commonly
referred to as the capital/labor ratio) shows whether
capital services are growing faster or slower than labor
hours for specific industries. If the change in the ratio
is positive, then capital services are growing faster than
labor hours for that industry. For the period 1990 to
1999, total manufacturing and durable goods manufacturing
had nearly the same rates of growth in the capital/labor
ratio, about 3.5 percent per year, as shown in Table 2.
Over the same time span, four of the six defense-dependent
industries had capital/labor ratios that increased at a
faster rate than total manufacturing.

It may be worth noting that for five of the six defense-
dependent industries, the capital/labor ratio grew faster
in the first patt of the period, 1990-95, than in the
latter half of the period. During the first half of the
decade, each of those industries (miscellaneous
transportation equipment being the exception) went through
a fairly substaptial contraction in output production and
total labor hours. Not surprisingly, the capital/labor
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ratios grew faster during the first half of the period
because industries generally are not as able to shed
capital services as fast as they can reduce labor hours.
This contraction lessened or turned around for all of these
industries in the second half of the decade and,
correspondingly, the rates of change in the capital/labor
ratios slowed. This pattern differed from that for the
total manufacturing. and the durable goods manufacturing
sectors, where the capital/labor ratios grew faster in the
later half of the decade than during the first half.

The answer to your question on the occupational mix of
defense-dependent jobs depends in part on how white- collar
occupations are defined. BLS, in its Occupational
Employment Statistics (QES) program, collects data for 22
major occupational groups, as defined in the Federal
government’s Standard Occupational Classification (SOC)
system. (BLS does not collect occupational employment data
for the military.) For purposes of this analysis, 12 of
those groups have been selected to make up “white-collar”
employment.

Using this approach, as can be seen in Table 3, white-
collar occupations represent 52 percent of total employment
in defense-dependent industries, compared to 56 percent for
all industries. The results of this type of analysis will
vary, naturally, depending upon which occupational groups
are included in white- or non-white collar employment. For
instance, simply excluding sales and office workers from
the white-collar category would reduce the share of white-
collar employment in the defense-dependent industries from
52 percent to 41 percent. The share among all industries
would fall markedly, from 56 to 28 percent, with the result
that under this formulation white-collar employment in the
defense-dependent industries would be much greater than
that for all industries as a whole. The proportion of
white-collar workers across all industries is boosted by
the presence of a great deal of service, retail, and
similar workers. Since the defense~dependent industries
are all in manufacturing, it is useful to compare their
white-collar employment to all other manufacturing
industries. As also can be seen in Table 3, only about a
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third of the jobs for manufacturers excluding the defense-
dependent industries are white collar; the clear
implication is that the defense-dependent manufacturers
employ a higher share of white-collar workers than other
manufacturers.

In fact, the types of white-collar workers in defense-
dependent industries in some instances are quite different
than those for workers across all industries or in other
manufacturing industries. As is shown in Table 3, defense-
dependent industries have a sharply higher concentration of
architecture and engineering occupations, and a lower
percentage of workers in sales and clerical jobs. Workers
in business and financial operations jobs and in computer
and mathematical jobs also are more concentrated in
defense. Management occupations account for about the same
proportion of employment in defense-dependent industries--
about 6 or 7 percent--as in other ‘manufacturing or the
economy overall.

Other findings of note from the OES data include the fact
that the largest of all occupational groups, office and
administrative workers, account for about 1 in every 5 jobs
among workers in all industries, but.account for only 1 in
10 jobs in the defense-dependent industries. Among the
blue-collar occupations, production jobs account for a
third of total defense-dependent employment, as compared to
one~tenth across all industries. Workers in production
occupations compose the single largest -share of employment
in the defense-dependent industries.

Former Welfare -Recipients

Little information is -.available to estimate the likelihood
that former welfare recipients who might be laid off in the
current recession would be eligible for unemployment
insurance. BLS surveys do not address the issue directly.
However, in an attempt to respond to your questions, we
reviewed several outside sources of information, and I have
enclosed copies of the research articles cited here for
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your reference. The most germane analysis comes from Harry
J. Holzer of Georgetown University in a December 2000 Urban
Institute brief entitled, “Unemployment Insurance and
Welfare Recipients: What Happens When the Recession
Comes?”. Based on the author’s 1998-99 survey of
approximately 3,000 employers in Chicago, Cleveland, Los
Angeles, and Milwaukee, median job tenure was estimated at
7 months for welfare recipients. Their estimated median
starting wages were $7.00 per hour and median weekly hours
of work were 40.

Using the survey data and a rough “average” of state
eligibility requirements, Holzer concluded that a majority
of these employed welfare recipients would qualify for
unemployment insurance, assuming that they lost their jobs
involuntarily and that they were available for full-time
employment. He emphasized, however, that there may be
significant numbers of welfare recipients underrepresented
in these data: those whose work experience is primarily in
informal areas of the labor market (i.e., casual or
occasional work not reported to state authorities or work
not covered by unemployment insurance) and those who have
little work experience at all.

Separately, the National Survey of America’s Families
(NSAF), a nationally representative survey conducted in
1997 and 1999 by the Urban Institute, provides some
additional information of relevance. An analysis of the
survey data was published in a September 2001 FRBNY
Economic Policy Review article by Pamela Loprest entitled
“How Are Families Who Left Welfare Doing Over Time? A
Comparison of Two Cohorts of Welfare Leavers.” Based on
data from the 1999 NSAF, Loprest reports that 64.0 percent
of welfare leavers were employed at the time they were
surveyed. The following table from Loprest shows the
tenure of those who were employed at the time of the survey
and who reported receiving welfare at some point in the
prior two years. As you can see, approximately one-third
had been with their current employer less than six months
at that point in time. It is not known what work
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experience they may have had prior to their current
employment that might also count towards unemployment
insurance eligibility.

Percent of

Time at Current Employed Welfare
Employer Leavers

Less than 6 months 32.8

6 Months to 1 Year 33.4

1 to 2 Years 15.4

More than 2 Years 18.4

Because unemployment insurance eligibility also is
influenced by the amount of wages earned during a
qualifying time period, it is worth noting that Loprest
reports median hourly earnings of employed welfare leavers
were $7.15 in 1999, and that about 68 percent worked 35
hours or more per week.

Lastly, the office of the Assistant Secretary for Planning
and Evaluation of the Department of Health and Human
Services funded a number of state and locality welfare
leaver studies, the majority of which were conducted from
1997 to 1999. Data available from some of these studies
indicated that between 31 to 47 percent of former welfare
recipients worked in the four consecutive quarters after
leaving welfare, although not necessarily for the same
employer.

Women Who Maintain Families

The unemployment rate for women who maintain families was
6.8 percent in October 2001 and 8.0 percent in November.
(Since your letter was prepared, all seasonally adjusted
labor force series from our household survey for the 1997-
2001 period were revised to reflect updated seasonal
factors.) The December unemployment rate for women who
maintain families (released January 4) was 8.0 percent and
the January rate (released February 1) was 7.9 percent.
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The January 2002 rate represented an increase of 2.9
percentage points from the most recent low for this group--
5.0 percent in December 2000.

It is important to note that when we speak of “women who
maintain families,” we are not referring exclusively to
unmarried women with dependent children. Under Current
Population Survey definitions, a family household is one in
which any two or more persons related by birth, marriage,
or adoption are residing together. Women identified as
maintaining families are those who: 1) do not have a spouse
present in the household, 2) live with one or more
relatives, and 3) are the one in whose name the housing
unit is owned or rented (also known as the “householder”).
Hence, an unmarried woman who has an elderly parent
residing with her would be classified as a woman
maintaining a family just as would one with a school-age
child. 1In 2000, families maintained by women represented
about 18 percent of all families.

While we cannot determine how many women who maintain
families are former welfare recipients, the following table
provides some basic demographic characteristics of these
women and employment characteristics of their families,
based on 2000 annual averages from the Bureau’s Current
Population Survey (CPS).



146

Senator Jack Reed--8

FEB 5 212
Number Percent
(in thousands)

Total, Women who Maintain Families 12,775 100.0
With no own children under age 18 5,162 40.4
With own children under age 18 7,613 59.6

With own children under age 6 2,945 23.1
With own children under age 3 - 1,538 12.0
White 8,453 66.2
Black 3,817 29.9
Hispanic origin 1,745 13.7
Some member employed 10,026 78.5
Female householder only employed 5,581 43.7
Female householder and other
Member (s)employed 2,806 22.0
Other member(s)employed, not
Female householder 1,639 12.8
No family member employed 2,749 21.5

Some additional data on these women and their families are
available from the March supplement to the CPS. Based on
information from the March 2000 supplement published by the
Census Bureau, we know that the average age of women
maintaining families was 44, with about 11 percent under
the age of 25 and 22 percent age 55 or older.
Approximately 24 percent of women maintaining families
lacked a high school diploma, 35 percent had only a high
school diploma, 29 percent had some college but no .degree,
and about 12 percent had a bachelor’s degree or more. The
statistics shown below are from the March 2001 CPS
supplement and pertain to family income and poverty status
in calendar year 2000.
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Percent

Median In
Income Poverty
- Total, Women who Maintain Families $25,811 24.7
With no own children under age 18 34,117 11.5
With own children under age 18 20,636 34.1
With own children under age 6 15,927 46.5
With own children under age 3 13,680 52.6
white 28,408 20.0
Black 20,427 34.6
Hispanic origin 20,974 34.2

Female householder and other

Family member (s)are earners 43,459 7.2
Female householder only earner 21,763 26.4
No earners 9,331 63.7

I hope this information is helpful. If you have further
questions, please contact Mr. Bill Parks, an economist in
my immediate office, at 202--691-7807.

Sincere}y yours,

M /30

LOIS ORR
Acting Commissioner

Enclosures
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Year Oct | Nov. | Dec
1985 1407 1416.0} 14155
1986 1442.9] 1440.1 1438.5
1987 1439.6] 1438.. 1437.8
1988 1416.6] 1421, 14213
1989 1419.9] 1421.0} 14158
1990 1387.0] 1377.8} 13731
1991 1281 1273. 1263.2
1992 1148.0] 1138. 1127.9
1993 1014, 1002.1 988.2
1994 911.2] 909.2 905.4
1995 841.6f 834.1 860.1
1896 872.5 876.4 877.8
1997 819, 923.¢ 928.2
1998 937. 934, 931.0
1999 874.6| 868.8) 863.7
2000 832.9| 837 837.4
2001 833 833 821.4(p)
2002
* At least 50 percent of the following industries' output was for defense purchases in 1887 (the peak year for defense expenditures):
SIC 348 Ordnance & accessories SIC 376 Guided missiles, space vehicles, parts
SIC 372 Aircraft & parts SIC 3735 Tanks & tank components
SIC 3731 Shipbuliding & repairing SIC 381 Search & navigation equipment
Source: Bureau of Labor Current i Survey
Index ot industrial production for defense and space equipment,* 1982=100
Year Feb. | r. Ma:
1985 97. 100.7]
1986 108 11.7|
1987 118.2 118.%
1988 118.8 117.§]
1989 118, 118.5]
1980 117. 174
1991 111 1071
1992 102.6} 100.8}
1993 85. 84.2]
1994 87.8 88.1
1995 84.6| 841
1996 79. 80.4
1897 78.0] 77.4
1998 79.5] 79.8
1999 81.5] 81.0}
2000 74.6) 73.8]
2001 741 T4.4]

* The defense and space equipment market group includes the following industries:

SIC 348 Ordnance SIC 3761 Guided missiles & space vehicies
SIC 3721pt.  Military aircraft SIC 3795 Tanks
SIC 3724 8pt. Military aircraft equipment, nec. SIC 381pt.  Guidance and-navigation equipment

Sic 3731pt.  Military ships, private yards
Source: Federal Reserve

8¥1



Chart 1. Employment and industrial production in defense-dependent industries,
seasonally adjusted
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Table 2

Average annual rates of growth of capital/labor ratios for manufacturing, durable goods, and defense-dependent industries,* 1990 to 1999

| Manufacturing | Durablegoods | SIC348 | sSIC372 | sic37rs | sicare | sIC379 | siC 381

1990-99 3.35 3.53 4.85 5.31 0.25 6.51 -1.10 417
1990-95 2.56 251 592 9.24 1.08 8.37 -3.22 8.63
1995-99 4.34 4.82 3.54 0.60 -0.78 4.22 1.6t -1.18

* Defense-dependent industries include the following:
SIC 348  Ordnance aiid accessories

SIC 372  Aircraft and parts

SIC 373 Ship and boat building and repairing

SIC 376  Guided missiles, space vehicles, parts
SIC 379  Miscellaneous transportation equipment
SIC 381  Search and navigation equipment

NOTE: Capitallabor ratios are not available for SICs 3731 and 3795, and thus the scope for the two industries included in this table
ditters somewhat from that shown for employment in Table 1.

0s1
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Table 3. Employ and share of employ by major occupational group for afl industries, defense-dependent ndustries', and
rfacturing ind: except def dep industries?, 2000.
Manufacturing
industries, except
All def def dep
All Iny depend: industries I
White-coflar Employment  Share | Employment  Share | Empk Share
Managament occupations 7,782,680 6% 64,790 % 1,069,170 %
Business and financial operations occupations 4,618,270 4% 62,520 % 426,580 2%
Computer and mathematical occupations 2,932,810 2% 48,140 5% 304,070 2%
Archi and enginearing i 2,575,620 2% 172020  19% 851,140 5%
Life, physical, and social science occupations 1,038,670 1% 5,340 1% 185,220 1%
Community and social services occupations 1,469,000 1% 4] 170 (4]
Legal occupations 890,910 1% 440 ¢ 8,180 &)
Education, training, and kbrary occupations 7.450,860 6% 440 ® 3,140 [y}
Arts, design, entertainment, sports, & media occupations 1,513,420 1% 9,090 ® 244,690 1%
Healthcare practitioners and technical occupations 6,041,210 5% 480 (4] 12,340 4]
Sales and related occupations 13,506,880 10% 7,530 1% 534,540 3%
Office and administrative support occupations 22,936,140 18% 85,950 10% 1,846,850 1%
Total white-coliar occupations 72,751,470 56% 456,740  52% 5,486,080  31%
Non white-collar Employment  Share | Employment  Share | Em ent _ Share
Healthcare support occupations 3,039,430 2% 50 [§] 990 3]
Protective service occupations 3,009,070 2% 5,470 1% 24,180 4}
Food preparation and serving relatad occupations 9,955,060 8% 30 ® 20,640 V]
Building & grounds cleaning & maintenance occupations 4,318,070 3% 4810 1% 136,960 1%
Personal care and service occupations 2,700,510 2% 50 ® 1,690 4]
Farming, fishing, and forestry occupations 460,700 ™ [y 88,950 1%
G ion and i b 6,187,360 5% 40,800 5% 296,010 2%
Installati i and repair 5,318,490 4% 56,430 6% 788,550 5%
Production occupations 12,400,080 10% 205,190 3B% 8,996,360 52%
Transportation and material moving occupations 9,592,740 7% 22,590 3% 1,600,130 9%
Total non white-collar occupations 56,881,510  44% 425,420  48% 11,954,430  69%
Total employment 129,738,880 882,160 17,440,515

(1) Defense-dependent industries are defined here as the five 3-digit SIC industries 348, 372, 373, 37
employment data at the 4-digit SIC level

does include SIC 373, ship and boat buiding,

because the deft

M

9 ies, except def

(3) Less than 0.5% of industry employment,
NOTE: Detail does not sum to total due to rounding and bacause some cells are laft blank dus o the suppression of confidential data.

6, and 381. BLS does not publish occupation
. Defense-dependent industries, as dafined here, do not include SIC 379, miscellaneous transportation
d p SIC 3795, tanks and tank components, makes up onty 8 percent of the industry's employment.
where 58 percent of the industry is in defense-dependent SIC 3731, shipbuilding.

are defined here as SICs 20-39, exchuding SICs 348, 372, 373, 376, and 381.
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Issues and Options for States

I I THE URBAN INSTITUTE

A recession will
significantly limit .
the employment
options of recent
welfare recipients
and will require
appropriate safety
nets for unemployed
recipients.

== An Urban Institute
=" Program to Assess
Changing Social Policies

. No. A-46, December 2000

Unemployment Insurance and
Welfare Recipients: What Happens
When the Recession Comes?

Harry J. Holzer

In many ways, our national experiment
with welfare reform has been more suc-
cessful to date than many analysts had
anticipated. Not only have welfare rolls
declined by roughly half since the early
1990s, but also employment rates have
risen for most former {(and many current)
welfare recipients (Council of Economic
Advisers 1999). Nevertheless, several
important questions about the success of
welfare reform remain—and one of the
most pressing is what will happen.when
the current national economic boom-ends
and the next recession begins.

The importance of the strong national
economy to the success of welfare reform
to date has been.constderable. For one
thing, we have recently enjoyed the lowest
unemployment rates nationally in 30 years,
Virtuaily every recent analysis suggests
that the strong economy of the 1990s has
contributed significantly to both the declin-
ing caseload and the rise in employment
rates and earnings among single mothers
(e.g.. Council of Economic Advisers 1999;
Meyer and Rosenbaum 2000). The continu-
ation of extremely tight labor markets since
federal reforms were implemented has cre-
ated an environment in which transitions
from welfare to work could proceed more
easfly than they otherwise would. A seri-
ous recession would eliminate these condi-
tions and likely cause some reversal of
these trends. Furthermore, we have moved
from a social welfare system that was cen-
tered around cash assistance to the nonem-
ployed to one that is based on assistance to
the “working poor™ (e.g., Ellwood 1999). In

an era when jobs may not be so plentiful as
they currently are, the “safety net” avail-
able to those who cannot find jobs may

have some significant gaps in it.
Traditionally, the major "safety net”
i to loyed workers
dnrlng a recession has been the

Unemployment Insurance (U]) system.
However, several authors (Kaye 1997;
Gustafson and Levine 1998; Vroman 1998)
have noted that, in the next recession, eligi-
bility for Ul among former welfare recipi-
ents will be limited for a variety of reasons,
particularly insufficient prior work experi-
ence. At the same time, many of these indi-
viduals {and their families) will be ineligi-
ble for Temporary Assistance for Needy
Families (TANF) benefits if they have
exhausted their lifetime limits. Neither
program may be available to the {often
noncustodial) fathers in these families as
well, whose contributions to their family's
financial well-being are increasingly cru-
clal (Sorensen 1999).

On the other hand, little is known cur-
rently about how significant these prob-
lems are likely to be. Estimates in the
sources cited above are based almost
exclusively on data from the 1980s and
early 1990s, during which time employ-
ment among welfare recipients was much
lower than it is today. More recent data on
the employment experiences of current
and former welfare recipients are now
available and might lead to new estimates
of future Ul eligibility.

‘This brief reviews evidence on these
issues and considers their implications for
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Only about 30
percent of all
currently
unemployed

workers receive Ul

and only about 40
percent did so
during the most
recent economic
downturn.

policy. In particular, the following ques-
tions are addressed:

1. By how much is employment likely to
decline among welfare recipients and
other vulnerable groups of workers
during a recession?

2. How many former welfare recipients

and other vulnerable workers will be
eligible for UI?

3. If Ulis not likely to serve a large frac-
tion of this population during a down-
turn, what should state and federal pol-
icymakers do to address these issues?

Emptoyment Declines in
the Next Recession
One way to estimate the extent to which
employment will decline among welfare
recipients and other vulnerable groups
during the next recession is to gauge
movements in employmmt and unem-
over pi cycles
(ﬂgurs 1and Z) In general, the employ-
ment rates of women have been less sensi-
tive to the business cycle than those of
men, even among the less educated.
Nonetheless, the data show that adult
female high schoo! dropouts, black
women, and teenage black women in'par-
ticular experience large employment
declines during recessions. Indeed,
employment rates for black female teens
during a recession can decline by as much
as one-third.

considering current hiring patterns and
thdr relation to measures of labor market

For data from employ
surveys recently administered in severd
large metropolitan areas show that the job
vacancy rate would likely decline by two-
thirds or more during a severe recession
and by somewhat less in a milder recession
(Holzer and Stoll 20002, b). Accordingly,
the new hire and employment rates of wel-
fare recipients could decline by large
amounts as well.!

Of course. the impact of the next reces-
sion on the job status of weifare reciptents
remains uncertain, since many of its aterib-
utes—including its severity, duration, and
distribution across states and/or economic
sectors—are unknown. Despite this uncer-
tainty, however, nearly all of the above
estimates suggest that a recession will sig-
nificantly limit the employment options of
recent welfare reciplents and will require
appropriate safety nets for unemployed
recipients.

Determining Eligibility for
Unemployment Insurance
There are a number of reasons why wel-
fare recipients who lose their jobs might
not qualify for UL Vroman (1998) identifies
four: (1) insufficient prior work experience
2nd earnings, (2) use of base periods for
calculating prior earnings that, in turn, dis-
qualify up to six months of an employee’s
most recent work (since the cunmt and

So which group is most p
former welfare recipients who are now
working? In terms of education and basic
cognitive (i.e., reading, writing, and arith-
metic) skills, adult female high school
dropouts may be the most relevant com-
parison group and, therefore, the employ-
ment losses of welfare reciplents in a
downturn may be relatively modest. On
the other hand, welfare recipients’ vilnera-
bility to a downtum might be more like
that of teens—both have substantially less
labor market experience than most work-
ing adults, and experience is a very strong
predictor of job loss during a recession.

Another way to determun thevulmra
bility of welfare r

to

quarter’s

ommed) (3) reasons for)ob depanure or
loss (since spells of unemployment result-
ing from employee quits or discharges for
just cause are generally not covered by UI),
and (4) lack of availability for full-time
work due to family responsibilities or
other personal problems, Applying these
reasons to work and turnqyer patterns
observed among welfare recipients in the
National Longitudinal Survey of Youth in
the 1980s and 1990s has led several ana-
lysts to conclude that no more than 20 per-
cent of unemployed welfare recipients
would be eligible for Ul in a recession.

There are a number of reasons, howev-
er, to gt whether these inferences

dmingmmmnucrdownmmlnvolvs

from past data are accurate predictors of



FIGURE 1. Unemployment Changes over Previous Business Cycles (1979, 1982-1983,
1989, 1991-1992) - .

Source: Buresu of Labor Statistics.
Note: Dats on high schoot dropouts were not aveilable for the eartier periods.

) ‘FIGURE 2. Employment Changes over Previous Business Cycles {1979, 1982-1983,
1989, 1991-1992}

Source: Bureau of Labor Statistcs.
Note: Data on high 5chool dropoLts ware not svallable for the eartier periods.




Recent estimates
suggest that the
welfare rolls will
riseby 5t07
percent for each
percentage-point
increase in the
national
unemployment
rate.
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Ul eligibility during future downtumns.
First, there are many more current and
recent welfare recipents working now
than in the 1980s. Next. the longer the cur-
rent boom lasts, the more work experience
recipients will have gained once the reces-
sion begins—and the less important the
base period designation might be in deter-
mining their eligibility. Furthermore, many
more job losers in a recession will have
been laid off from their jobs than is the
case currently. and thus fewer job
leavers/losers will be disqualified from Ul
eligibility due to reason for job departure.
Finally, the growth of labor market activity
among single mothers in the 1980s and
1990s and the availability of child care sub-
sidies for forrner welfare recipients may
mean greater availability for full-time
h i} than

tploy ameong this pop
observed in the past.

Table 1 presents data on the welfare
recipients hired most recently (primarily
from 1997 to earfy 1999) in the survey of

ployers described above, ding
wages, hours worked, and durations of
employment. The findings show that:

B The mean and median d of

An Urban Institute Program (o As
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average is roughly $2,000 of earnings over
the previous four quarters, with most
states falling in the range of $1,000 to
$3,000.2 At 30 hours per week and roughly
$6.00 per hour (both of which are achieved
by large majorities of these workers), recip-
tents would need to work 5 to 17 weeks, or
an average of 11 weeks. to meet base peri-
od earnings requirements. Even allowing
for a base period that may exclude the
most recent three to six months of earn-
ings. most of these workers would qualify
for UT if laid off so long as they would be
willing to work as many hours on their
subsequent jobs as they had worked on
their most recent ones.

At the same time, there remain several
other groups of current or former welfare
who may be und: d

in these data and who will likely not quali-
fy for Ul during a downtum. These groups
include those who work primarily in infor-
mal sectors and those who have worked lit-
tle to date, either on the rolls or off. The
evidence suggests that both groups may not
be small3

The latter group includes those unem-
ployed welfare recipients who will be new

orr to the labor force

employment for recipients are roughly
seven to eight months;

& Very few recipients were employed for
less than three months;

B The median starting wage in these
metro areas was $7.00 per hour; and

B Most recipients were working full-
tme.

How do these figures compare with
most states’ eligibility requirements? These
requirements vary from state to state; the

when the T occurs and, therefi
will have little recent work experience and
eligibility for UL In addition, at least some
former welfare recipients will have quit or
been discharged with cause and will not
gain new employ before the
begins; these groups will remain ineligible
for Ul as well.4 Additionally, even among
those who are eligible. take-up rates may
be quite low %

Overall, only about 30 percent of ail
currently unemployed workers receive Ul

TABLE 1. Job Characteristics of Wellare Recipients in Four Metropolitan Areas

af; TV 5, D 3

W13

Sourte: Author's marvey of eTpioyers in Chicago, Cleveland, Milwautes. and Los Angaes.
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and only about 40 percent did so during
the most recent economic downturn {Bassi
and McMurrer 1997). It seems quite uniike-
ly that this percentage will be higher
among unemployed welfare recipients in
the next recession.

Of course, many of those women who
fail to qualify for Ul can return to the wel-
fare rolls during a recession. In fact, recent
estimates suggest that the rolls will rise by
5 to 7 percent for each percentage-point
increase in the national unemployment
rate (Council of Economic Advisers 1999).
While welfare rolls have been declining in
recent years, most states have been accu-
mulating TANF surpluses in expectation of
using these funds during a downturn if
needed. Under certain circumstances, the
$2B federal contingency fund can also be
tapped by states that have exhausted their
own TANF funds (see Levine 1999).

On the other hand, federal- or state-
imposed time limits on TANF benefits will
limit the eligibility of many unemployed
recipients, particularly if the recession is a
lengthy one, and since Ul eligibility is itself
limited in duration, some who initially
qualify may exhaust their eligibility for
this program as well. The ability of states
to finance rising rolls out of their current
and accumulated TANF funds remains
questionable as well. And in many states,
many of the noncustodial fathers referred
to earlier will not be eligible for these
funds.

Finally, it is important to note that the
labor market experiences of noncustodial
fathers and low-income males more
generally have improved much less dra-
matically than those of single mothers in
recent years (Lerman, Riegg, and Aron
2000). In fact, the labor force participation
rates of young black men continued to fall
during the 1990s and their employment-
to-population ratios are no higher now
than a decade ago, despite a much tighter
labor market. Due to lengthy spells of non-

ploy and limited h to the
workforce, these men wiil to
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their eligibility for UI wiil be significantly
greater than many had earlier thought.
Nevertheless, many female welfare recipi-
ents and their male counterparts are still
gaining little employment experience and
will likely not qualify for either Ul or
TANF, at feast at some point during a
downturn. Some planning for their

needs during this time remains critically
important.

Potential Policy Responses
to the Downtum

Policy responses that could help to protect
these vulnerable workers during the next
recession can be grouped into two broad
categories:

W Changes in UI that would improve the
eligibility of low-wage workers;
and/or

B Changes in TANF or other programs
that would make it easier for unem-
ployed workers to gain income during
a recession.

Changes in Ul that would raise eligi-
bility among low-wage workers might
include (a) encouraging states to adopt
alternative base periods for earnings calcula-
tions, so that the most recent quarter of
earnings might not be disqualified; (b} set-

~ting minimum levels of hours and/or earn-

ings for eligibility nationwide; and (c)
allowing part-time workers, or those who
have quit for specified family difficulties,
to be eligible for UL.In fact, these propos-
als have already been implemented in
some states and are part of an ongoing dis-
cussion of reforms to the Ul system at the

federal level.§ Alternatively, the govern-

ment might consider setting up a separate
system, funded by general federal rev-

enues, to provide income support for those-

‘who have worked but do not yet qualify
for benefits under the regular program.”

Changes in TANF might include
11 of federal

experience very Jimited Ul eligibility dur-
ing the next downturn as well.

In summary, the employment experi-
ences of current and former welfare recipi-
ents are improving rapidly enough that

g temporary susp
time limits on recipients and crediting
more educational and training activities to
count toward work requirements. Also,
progress toward time limits could be sus-
pended for.individuals on welfare who are

The ability of states
to finance rising
rolls out of their
current and
accumulated
TANF funds

remains
questionable as
well.
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counterparts are
still gaining little
employment
experience and will
likely not qualify
for either Ul or
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working. More federal funding for TANF
or community service jobs might be trig-
gered by state unemployment rates, in the
same way that Ul extended benefits are
triggered during a recession. These
changes could potentially be incorporated
into the TANF reauthorization expected in
2002.

Finally, the federal government might
provide additional assistance o states
wishing to implement some type of work
experience {or community service jobs)
program, in the form of technical assis-
tance and/or additional funding. These
programs might be a form of paid employ-
ment, or some type of “workfare™ for those
who remain on the welfare rolls (perhaps
beyond the original time limit).*

Of course, many questions remain
about all the approaches mentioned above.
These include: (1} Exactly who would be
eligible for additional forms of assistance
(such as an SUA or work experience pro-
gram), among low-wage men as well as
women? (2) Who would administer these
programs locally—TANF offices, “One-
Stop” centers. or other agencies? Would
they have the necessary administrative
capacity? (3) How can the federal govern-
ment provide assistance while still giving
states the incentive to use their own funds,
including unspent TANF surpluses or Ul
trust funds?

Given the many questions and llme
lags involved with the impl, of
any such approach, it is imperative that
discussions of their various advantages
and disadvantages begin as soon as possi-
ble. The well-being of severa! vulnerable
populations is at stake.

Endnotes

1. The surveys were administered to roughly 3,000
employers in late 1998 and early 1999 in Chicago.
Cleveland, Los Angeles, and Milwzaukee. The pre-
dictions are based on regressions of new hire rates
{or welfare recipients on establishment vacancy
rates and a wide range of control variables, along
with estimates of how much those vacancy rates
will change in the aggregate during a severe or
mild recession. Predicted new hire rates decline by
as much as two-thirds during a severe recession,
though employment among these hired previously
would presumably decline less.

An Urban Institute Program to Assess Changing Social Policies

2. Three states (Florida, Virginia, and Washington)
required more than $3,000 in previous earnings,
while six required less than $1.000 as of 1997
{Vroman 1998).

3. Ludwig et al. (2000) note that, in Maryland, up
to a third of welfare recipients who are working
do not show up in Ul wage records. suggesting
that many work informally or in uncovered sec-
tors; many of them will be underrepresented in
this survey as well. Studies of recent welfare
feavers alsa suggest that 20 to 30 percent of perma-
nent leavers do not work at 2il in the year follow-
ing their exit (Loprest 1999).

4. In our employer survey data, the welfare rectpi-
ents hired most recently also have somewhat
greater problems with job performance than those
hired earlier. Results from the overall sample
might therefore understate the job market difficul-
ties of the current and future entrants. See Holzer
and Stoll (2000a).

§. Take-up may be reduced by perceptions of ineli-
gibility and informational limitations, pechaps
linked to administrative practices in various states
that limit outreach and deter applicants.

6. For instance, the state of Washington has imple-
mented an alternative base period for the calcula-
tion of UT eligibility that counts all earnings in the
most recently completed quarter.

7. Such a program (called Supplemental
Unemployment Assistance, or SUA) was set up
during the 1974-75 recession to provide benefits
for workers in uncovered sectors of the economy
(Vroman 1999). TANF surpluses could also paten-
tially be used to fund these programs at the state
level.

8. See Ellwood and Welty (2000) for evidence on
the effectiveness of publicly funded jobs programs.
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Pamela Loprest

How ARE FAMILIES WHO LEFT
WELFARE DOING OVER TIME?

A CoMPARISON OF Two COHORTS
OF WELFARE LEAVERS

INTRODUCTION

ne of the stated purposes of the Personal Responsibility
Oand Work Opportunity Reconciliation Act (PRWORA)
of 1996, popularly known as welfare reform, was to “end the
dependence of needy parents on government benefits by
promoting job preparedness, work, and marriage.” To thisend,
this federal legislation, along with many other changes in state
policies before and after passage, has increased incentives and
requirements for families receiving benefits to move into work

reform was a success. Although there have always been families
leaving the welfare rolls, these recent policy changes have done
more to explicitly “create” leavers, mainly through stricter
sanctions for failure to meet program requirements and the
institution of time limits on benefits receipt.

To address these concems, a number of state and local
welfare agencies as well as some independent researchers began
conducting what have comie to be known as leaver studies.
These studies examine outcomes for families who left welfare
over a certain period of time. Early results from these studies

and eventually off welfare. The major cash assi e prog

for poor families is now named Temporary Assistance for
Needy Families (TANF), reflecting the goal that receipt of cash
assistance from the government should be a temporary
situation for families.

After passage of PRWORA, concerns began to grow about
the effect of welfare policy changes on family well-being. These
concerns were heightened by the large declines in welfare
caseloads—more than 50 percent nationally from 1994 to
1999—and the claims by some that this meant that welfare

howed that a majority of leavers were working and that their
wage rates were the same or higher than other similar groups in
the labor market.! Although results were not all positive (many
leavers were not working and few had escaped poverty), it
seemed that the goal of increasing work was being met.

However, a Y note in interp g these results,

pointed out by many, was that future groups of leavers may
not fare as well and that these early results may not be
representative of future results. For example, if recipients who
can most easily find work leave welfare more quickly, future

Pamela Loprest is a senior research economist at the Urban Institute.

This paper was funded by the Urban Institute’s Assessing the New Federalism
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cohorts could possibly have higher numbers of recipients with
obstacles to work, such as infertor job skills and experience.

Now, four years after passage of these welfare program
changes, many additional efforts are under way to assess and
evaluate whether the goals of reform have been met and how
these policy changes have impacted families. Leaver studies
have also progressed, in terms of the number and quality. The
U.S. Department of Health and Human Services’ Office of the
Assistant Secretary for Planning and Evaluation (ASPE)
provided funding to fourteen states and local areas to conduct
studies of families who left the welfare rolls, providing technical
assistance to help bolster quality and enhance comparability.
Results of these studies are now being released.?

‘This study is also a “leaver study™—describing the economic
well-being of famities who left welfare and using the National
Survey of America’s Families (NSAF), conducted by the Urban
Institute. It adds to the body of leaver studies by presenting a
national picture, providing context for the individual state and
local study results, and giving a sense of outcomes on average
across the fifty state “experiments” in welfare policy. An initial
study of welfare leavers using these data was carried out
recently (Loprest 1999); that study presented results for
families leaving welfare between 1995 and 1997, compared
with other low-income families with children.

This paper focuses on a comparison of outcomes for these
early leavers with a more recent cohort of those leaving welfare
between 1997 and 1999. It addresses two questions:

+" Do the characteristics of leavers in the later period differ
from the carlier period?

«  Are leavers in the later group doing better or worse
economically than the earlier leavers?

The paper is organized into the following sections. In the
first section, I describe the data used and my definitions. The
next section discusses the characteristics of leavers in the 1997-
99 cohort and how they differ from the earlier 1995-97 cohort.
The remainder of the paper ines the question of wheth
leavers in the later cohort are doing better or worse
economically than the carlier cohort of leavers. I describe
economic well-being by examining employment and job
characteristics. I also examine whether the use of nonwelfare
government benefits scems to have changed. Finally, 1
document leavers ces of material hardship and
whether this has changed compared with the earlier cohort
of leavers.

DATA AND DEFINITIONS

The data for this paper are drawn from the NSAF, 2 nationally
representative survey of the civilian, noninstitutionalized
population under sixty-five and their families. Two rounds of
interviews using essentially the same instrument have been
conducted. The first was between February and November
1997 and the second was between March and October 1999.
These rounds provide two cross-sectional samples. The survey
collected economic, health, and social characteristics for about
44,000 households, ov pling households with incomes
under 200 percent of poverty and households in each of
thirteen targeted states. The survey's oversample of low-
income families generates a larger sample size of welfare leavers
than most national survcys.3

My definition of leavers includes those who reported
receiving welfare at some point in the two years prior to the
interview and also reported that they stopped receiving
benefits at some point in this same time period. Some of
these leavers were also receiving TANF benefits at the time of
the interview, meaning that they left the program and then
returned. For much of the study, I focus on the subset that
has not returned to TANF. The total unweighted sample of
welfare leaversis 1,771 in the 1995-97 cohort and 1,206 in the
1997-99 cohort.® All of the results reported in this paper are
weighted.

Has THE CoMPOSITION OF WELFARE
LEavERs CHANGED OVER TIME?

The concern that newer cohorts of welfare leavers may fare
progressively worse in the market as the time since passage of
welfare reform increases stems in part from the idea that the
most “job-ready” left welfare first. This, in turn, would mean
that more of the remaining recipients have barriers to work.
However, the implications of this hypothesis, if it is true, for the
composition of cohorts of leavers is not clear. More recipients
with barriers to work could mean fewer recipients leaving. This
smaller group of leavers may look similar to the earlier group
in its characteristics, if we believe that only those with a certain
level of job readiness will leave. However, differences could be
introduced because of the existence of time limits and work

10 How Anz Fasauizs Wio Lerr Werrass Dong ovex Tiue?
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sanctions that can compel exit, regardless of barriers 1o work.
Since time limits are being reached in some states during the
period of the second cohort we study and since use of full
family sanctions also increased over the 1995-99 period (U.S.
General Accounting Office 2000), it is possible that the second
cohort of leavers is composed of fewer job-ready former
recipients on average.

Caseloads continue to decline every year over the 1995-99
period, with some moderation toward the end of the period.’
The size of my leaver group also declines between the first and
second cohort—from 2.1 million who left between 1995 and
1997 to 1.6 miltion who left between 1997 and 1999.%

Before examining whether characteristics associated with
work differ across these cohorts, one important factor needs to
be considered: the extent to which former recipients in both
cohorts have returned to TANF. Returning to the TANF
program is in itself an indicator of economic well-being and
success (or lack of success) in transitioning from welfare to
work. In the early cohort of leavers, by the time of the interview
in 1997, 29.1 percent of former recipients were again receiving
TANF benefits.” For the second cohort of leavers, fewer
returned to TANF, with 21.9 percent receiving benefits at the
time of the interview in 1999. Fewer returns to TANF could
signal that leavers in the second cohort are doing better than
those in the first cohort. It could also be a reflection that as
families grow nearer to “using up” their time-limited TANF
benefits (or have already exhausted benefits), fewer are opting
to (or are able to) return.8

Because TANF receipt affects the probability of outcomes
such as work and receipt of other sources of income, the fact
that fewer of the second cohort are receiving benefits could lead
to differences in outcomes between the early and later groups
of leavers. In order to focus on differences beyond returns to
TANF, the rest of this paper compares subsets of the two leaver
cohorts who were not receiving TANF benefits at the time of
their respective interviews. i

The two groups of leavers studied here are made up of those
leaving welfare over a fairly wide time frame. Although both
cohorts are defined in the same way, a possible difference
between them is the weighting of time since leaving welfare.
However, I find that of former recipients who have not
returned to welfare, the distribution of time since exiting is
similar across cohorts, weighted, in both cases, more heavily
toward those who left welfare in the past year (Chart 1). In both
cohorts, about a quarter left welfare in the three months prior

to the interview. Close to an additional third left welfare
between three and twelve months prior to the interview. The
rest exited TANF more than a year ago. .

For the most part, characteristics of leavers are similar
across these two cohorts (Table 1). The ages, sex, and race of
the two groups are not significantly different. More recent
leavers have slightly fewer children and slightly younger
children than the earlier cohort, although the distribution is
not significantly different. They are somewhat more likely to
have an unmarried partner, but the percentages who have
never married are similar.

Education levels across the two groups are also broadly
similar, with a slightly higher percentage of the recent group
having some years of college. The only characteristic that is
significantly different is the indicator that an individual hasa
physical, mental, or other health condition that limits the kind
or amount of work he or she can do. In the second cohort, a
greater number of leavers, 22.1 percent, report having this
health issue than the first cohort (15.8 percent). Given that the
percentage of current recipients with health problems has not
increased significantly from 1997 10 1999, this suggests a
greater likelihood of exit for those with heaith problems.’

CHART

Former Welfare Recipients Who Have Not Returned
to the Program, by Months since Having Left
1995-97 and 1997-99 Cohorts

Percent

|—— Ell199s5-97 [l1997-99 —5;

4-8 7-12 12+
Months since having left wetfare

Source: Author’s calculations, based on the Nationa! Survey

of America's Families.

Notes: None of the differences between groups is significant at p<.10.
DK/RF is don't know/refuse to answer.
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Tasten

Characteristics of Former Welfare Recipients
Who Have Not Returned to the Program
1995-97 and 1997-99 Cohorts (Percent)

ARE MORE RECENT WELFARE LEAVERS
BETTER OR WORSE OFF ECONOMICALLY?

Moving recipients into employment is a primary goal of the
welfare legislation and an important factor in making the

Former Former
ipi ipi transition to self-sufficiency. In the more recent cohort of
Characteristic 199597 1997-99 welfare leavers who have not returned to welfare, a slightly
Sex higher percentage are working than in the earlier cohort,
Male 6.5 55 64.0 percent versus 61.3 percent (Table 2). 19 This masks alarger,
Female 935 945 but still not significantly different, change in the employment
Age rates of single-parent leavers, which increased from 65.6 percent
181025 305 26 to 71.0 percent across the cohorts. If we broaden the definition
Bw 35 “o 400 of work to include those former recipients who are not
;? :" :: Bl; zz'; currently working but have recently worked (in the year of the
o . . .
interview—on average, the last six months), the percentage
Race increases slightly. An additional 8.6 percent of the early group
:"’hli""“ ;;; :’: of leavers and 10.8 percent of the more recent leavers have
te » . .
Nomwhite, noo-Hispanic 7 356 worked f:femly (Table 2, bottom section). o
A recipient leaving weifare to work {or continuing work at
Number of children in family higher earnings) is an oft-cited model of how to transition off
One 315 335
Two 35.4 324
Three 19.7 194
More than three 136 148
£ child in family Tasiz2
Age of youngest child in Employment of Former Welfare Recipients
Less than three years old 418 43.1 Who H. Not Returned to the P
Between three and six years old 254 208 0 Have Not Return 0 the Program
Six to twelve years old 259 304 1995-67 and 1997-99 Cohorts
Thirteen years or older 69 5.7
Former Former
Marital staws. Recipients,  Redpients,
Married 268 44 Employment Measure 1995-97 1997-99
Unmarried partner 10.6 15.4 Percent loyed
Widowed/divorced/separated 38 %6 centage employe
Never marri 316 4 All former recipients 613 64.0
3 N : . Single-parent former recipients 65.6 70
arried erviewed 13 1.
Macried spouse not int 6 Former recipients with spouse/partner 540 537
Education Farmer recipients or spouse/partner in
Less than high school 89 29.2 two-parent families 89.4 90.2
GED or high-school diploma 372 338 All families® 745 786
Some college 73 309
College degree 60 57 Percentage of former recipients not
Don't know/refuse to answer/ currently employed but recently
not available 06 03 employed {in year of interview)
. All former recipients 86 103
Condition that limits work® 5.8 2.1
Memo: Source: Author's calculations, based on the National Survey
Sample size 1,289 . 987 of America’s Families.

Source: Authar's calculations, based on the Nationa) Survey
of America’s Families.

*The two groups are significantly different with p<.10.

Note: None of the differences between groups is significant at p<.10.
*Includes all former recipient familics: employment of former recipient
for single-parent families and employment of either former recipient or
spouse/partner for two-parent families.
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welfare. However, even when a former recipient is not working,
a family can be relying on the earnings of a spouse or partner.
This is important, since a large percentage of former recipients
{more than a third) are married or have an unmarried partner
in both cohorts. In former recipient families with spouses or
partners, the family employment rate (at least one of the two
people working) is much higher, about 90 percent. This did not
change between the two cohorts. Overall, this means thatabout
75 percent of former recipient families have at least one parent
currently working; the figure is even higher for the second
cohort (79 percent). The more recent cohort of leavers is
working the same or to an even greater extent than the earlier
cohort.

Even with similar numbers of leavers working, it is possible
that the jobs that the later cohort holds are of a lesser quality
than those held by the earlier cohort. The first indicator of job
quality is the hourly wage. Hourly wages for the 1997-99 cohort
of leavers are similar to the hourly wages of the 1995-97 cohort
of leavers across the wage distribution. Adjusting for inflation,
median hourly wages for the later cohort are $7.15, compared
with $7.08 for the ealier cohort (Table 3).!!

Total earnings could be affected by a change in the hours
that employed leavers work, but there is no significant
difference in work effort among the employed across the two
groups. In the newer cohort, 67.5 percent of employed
recipients are working thirty-five hours or more, compared
with 69.4 percent of recipients in the older cohort. The
difference is not statistically significant. A slightly greater
number of former recipients in the second cohort work
multiple jobs, although again this is not statistically different. A
similar percentage of former recipients in the two cohorts work
in the private and government sectors. There is a small shift
(again not statistically significant) within the private sector
toward nonprofits, from 4.9 percent to 8.9 percent, but this is
still a relatively small group of workers.

Working mainly at night or on variable shifts can make
finding child care difficult. There is no significant change in the
percentage working mainly the day shift, from 71.8 percent to
73.2 percent. But these statistics mean that more than a quarter
of employed former recipients are working more difficult night
schedules. In two-parent families, some mothers may work
night hours while a spouse or partner works day hours as a way
of coordinating work and child-care needs. The survey asked
whether spouses or partners worked different hours so they
could take turns caring for their children. The percentage
making these arrangements decreased from 62.4 percent in the
first cohort to 53.4 in the second cohort, although this
difference is not statistically signiﬁ‘:am.lz

Time working for the current employer reflects a level of
employment stability and can be related to higher wages.
Contrary to the hypothesis that more recent leavers are less job-

‘ready, many more of the recent cohort of leavers have worked

for more than two years at their current job, 8.4 percent versus

Tasie3

Job Characteristics of Employed Former Welfare
Recipients Who Have Not Retumed to the Program
1995-97 and 1997-99 Cohorts

Former Former
Recipients,  Recipients,

Job Characteristic 1995-97 1997-99
Hourly wages*

25th percentile $5.71 $6.05

Median $7.08 $7.15

75th percentile $3.71 $9.00
Hours of work

Less than 20 6.1 87

2010 34 245 238

35 or more 69.4 615
Muliple jobs (two or more) 30 10.1
Class of work

Government 114 10

Private company 769 733

Nonprofit organization 49 . 89

Self-emplayed® 68 68
Mostly work between 6 a.m. and 6 p.m. 718 732
Coordinated schedule with spouse

for child care® 624 534
Time at current employer?

Less than six months 32 328

Six months to one year* 428 334

One to two yean® 16.2 154

More than two years 9.7 184

Source: Author’s calcutations, based on the National Survey

of America’s Families.

Notes: All figures are percentages, except where indicated. Numbers may
not add up to 100 percent due to rounding or in some cases a small
percentage of “don’t know” or “refuse” answers.

41997 wages are reported in 1999 dollars using the CPI-X.

¥Includes a small number without a regular employer who work only

“Asked only of two-parent families with bath parents working and a child
under thirteen.

Excludes the self-employed.

©The two groups are significantly different with p<.10.

°
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9.7 percent. While the same percentage of leavers have worked
at their job for less than six months in both groups, a smaller
percentage of the recent leavers have been with their employer
in the six-months-to-a-year range. These differences are
statistically significant. This may be a reflection of the
increasing number of women working while on welfare, some
of whom may have continued on the same job after exiting
welfare.

SOURCES OF SUPPORT
AFTER LEAVING WELFARE

The most common measure of economic well-being,
particulacly for low-income families, is the percentage with
incomes below the poverty fevel. I do not calculate a measure
of total income or the percentage in poverty here because all
sources of income are not available for the current time period,
only for the past year. Since many leavers recently left welfare
and therefore spent part of the previous year receiving benefits,
last year’s income would not represent income after exiting.
Instead, [ examine in this section the total earnings of families
and their receipt of other public benefits, in particular food
stamps and Medicaid. Examination of earnings at least allows
us to compare whether income from work is changing over
time. Receipt of food stamps and Medicaid, although not
traditionally counted as part of income, can add to family
economic well-being, sometimes substantially.’?

Putting together hourly wages and the usual amount of
work of former recipients and their spouses/partners, |
calculate the total monthly earnings of former recipient
families with at least one employed adult. This is only a portion
of many families’ total income, because they may have other
sources of income and these amounts do not include the
earned income tax credit for which most of these families are
eligible. The median total family monthly earnings for the
1997-99 cohort is $1,360, only slightly higher than and not
statistically different from the median of the earlier cohort of
$1,204 (Chart 2). 14 1f work effort remained the same over the
course of a year, this median would represent annual eamings
of $16,320 for the recent cohort. However, most evidence from
other research on low-income workers and other leaver studies
shows that work effort is not stable over time. Thus, annual
earnings are likely to be lower.

Most welfare recipients receive food stamp benefits and
many former recipients remain eligible. However, it has been

well documented that receipt of food stamp benefits drops off
precipitously when famiies leave welfare (Zedlewski 1999; U.S.
Department of Agriculture 1999). Food stamps can add
substantially to family incomes. For example, in 1999, a single
parent with two children and a full-time minimum-wage job
would receive $260 per month in food stamps, 15 For both
cohorts of leavers discussed here, less than a third were
receiving food stamps at the time they were interviewed,

31 percent in the early cohort and 29 percentin the later cohort
(Chart 3).

We might expect that those who have left welfare more
recently may be more likely to receive food stamp benefits, and
that as time since leaving increases former recipients are less
reliant on benefits. This could happen if eligibility for food
stamps declined over time because incomes are increasing. For
both cohorts, the percentage of those who left in the past year
receiving food stamps is higher than the percentage who left
more than twelve months ago. For the recent group of leavers,
33 percent of those who left in the past year are receiving food
stamps, compared with 25 percent of those who left more than
a year ago.

Medicaid is also a benefit that can greatly increase the well-
being of families leaving welfare, since many low-wage jobs do
not provide health insurance coverage. Again, most welfare

CHarT 2

Total Monthly Family Earnings of Employed
Former Welfare Recipients Who Have

Not Returned to the Program

1995-97 and 1997-99 Cohorts

Dollars

Il 1995-97 [l 1997-99

2,500

2.000

1,500

1.000

Twenty-fifth
percentite

Source: Author's calculations, based on the National Survey

of America's Families.

Notes: Earnings include those of the former recipient and spouse/
partner where a1 least one of them is working. All figures are in 1999
dottars. None of the differences between groups is significant at p<.10.
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CHART )

Food Stamp Receipt by Former Weifare Recipients
Who Have Not Returned to the Program,

by Months since Having Left

1995-97 and 1997-99 Cohorts

Percent

Bl 1995-97 [l 1997-99

e

i
19

Total Less than twelve  Twelve or more
Months since having left welfare

Source: Author's calculations, based an the National Survey
of America’s Families.

Notes: The total inctudes all former recipients who have not returned to
welfare. None of the differences between groups is significant at p<.10.

CHART 4

Medicaid Coverage and No Insurance Coverage
for Former Welfare Recipients Who Have

Not Returned to the Program

1995-97 and 1997-99 Cohorts

Percent

70
0 Bl 109597 ) 1997-99
P
50
40
30 ¥
!
o l
10
0 N o
Adult with  Children with  Uninsured Uninsured
Medicaid Medicaid adults children

Source: Author's calculations, based on the National Survey

of America’s Famiies.

Notes: Medicaid here includes state children’s heatth insurance
programs. Children with Medicaid refers to the percentage of all
children of former welfare recipients who have Medicaid coverage.

Differences between the groups are significant at p<.10.

recipients are covered by Medicaid and many continue to be
eligible after leaving. Employed former recipients are eligible
for transitional Medicaid benefits up to certain income and
time limits. Expansions for children and the implementation of
the Children’s Health Insurance Program (CHIP) in individual
states have extended nonwelfare-related coverage to even
higher income levels for children. However, only about a third
of former recipient adults in both cohorts report having
Medicaid coverage (Chart 4). This percentage is significantly
higher for children, with 44 percent of the early cohort and

53 percent of the later cohort having coverage. The increase for
children is likely related to the CHIP expansions and outreach
efforts around these programs.

Many former recipients remain uninsured. Forty-one
percent of the adults in our early cohort and 37 percent of
adults in our later cohort are uninsured. Given the increases in
Medicaid, less children are uninsured in the later cohort,

17 percent, compared with 25 percent in the earlier group.

MEASURES OF MATERIAL HARDSHIP

In addition to eamings and sources of income, another
measure of economic well-being is whether and how often a
family experiences certain material hardships, such as not
having enough food or having problems paying the rent.
Several questions of this type were asked in the NSAF in
reference to the twelve months prior to the survey. Results for
these indicators provide evidence, with a few exceptions, that
both groups of former recipients are experiencing similar levels
of hardship (Table 4).

About a third of both groups of leavers say that they have
had to cut the size of meals or skip meals because they did not
have enough food in the past year. More than half of both
groups have worried that food would run out before they
received money to buy more. Among the more recent group of
leavers, a significantly greater percentage had this worry often,
compared with the earlier group of leavers. About half of both
groups report that food did not last or that they did not have
money for more food at some time in the past year, either often
or sometimes.

Problems paying rent or utility bills were also an issue for
more than a third of both leaver groups. A significantly higher
percentage of the more recent group of leavers, 46.1 percent,
were unable to pay mortgage, rent, or utility bills in the past
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year, compared with 38.7 percent for the earlier cohort. A
smaller percentage in both groups had to move in with others
because of this inability to pay bills, 7.1 percent in the early
group and 9.2 percent in the later group.

Taste 4

Indicators of Economic Struggles
over the Previous Year

Former Weltare Recipients Who Have
Not Returned to the Program (Percent)

Former Former
Recipients,  Recipients,
Indicator 199%-97 1997-99
Had to cut size of meal or skip meals
because there wasn't enough food 334 27
Worried that food would run out before
got money to buy more
Often true* 17.9 5.0
Sometimes true 390 35.1
Food didn't last and didn't have money
for more
Often true 18 14.6
Sometimes true 376 395
Atime in last year when not able to pay
mortgage, rent, or utiliry bills* 387 46.1
Moved in with other people even for 2
tirtle while because couldn't afford to pay
mortgage. rent, or utility bills® 7.1 9.2
Source: Author's calculations, based on the National Survey
of America’s Families.
Note: App dy 1 percent of resp in 1995-97 and

3 percent of respondents in 1997-99 did not answer the questions

on food problems.

3 The two groups are significantly different with p<.10.

Only asked of those who had an instance when they were not able
to pay bills.

CONCLUSIONS

Despite concerns that later cohorts of leavers may fare
increasingly worse in the labor market, | find relatively litde
evidence that there has been much change over the two groups
of leavers studied here. The characteristics of the two groups
are similar except for a larger percentage in the recent group
reporting health conditions that may limit work. Despite this

difference, employment and characteristics of jobs are also very

similar across the two groups. About two-thirds of former
recipients are working and three-quarters of families have an
adult working (cither the former recipient or the spouse/
partner). Wages are at about the same level for the more recent
leavers and most are working full-time, as.in the earlier group.
One difference in work is the experience of the two groups,
with a significantly higher number of more recent leavers
having been on their job for more time.

Receipt of nongovernment benefits is also similar across the
two cohorts. About a third of each group are receiving food
stamps and about a third of adults are covered by Medicaid.
One difference is that a higher percentage of children are
covered by Medicaid in the second cohort, potentially from
expansions in state child health insurance programs for low-
income families. Finally, measures of material hardship show
for the most part similar experiences of problems with food for
early and late cohorts of leavers.

Overall, there are few differences between these two groups
of leavers. On face, these results seem to provide little evidence
in support of the hypothesis that as the amount of time since
the passage of the Personal Responsibility and Work
Opportunity Reconciliation Act increases, subsequent groups
of leavers are less “job-ready” and fare worse economically.
However, the two groups of leavers are experiencing different
labor markets in 1997 versus 1999. Average monthly
unemployment rates for the whole labor force fell from
4.9 percent in 1997 to 4.2 percent in 1999. According to the
National Survey of America’s Families data, employment at the
time of the interview for unmarried women with children and
less than a high-school education increased from 42.4 percent
in 1997 to 47.9 percent in 1999. A similar increase (58.9 percent
to 63.1 percent) was observed for unmarried women with
children with less than or equal to a high-school education.

Improvements in labor market outcomes over this time
period mean that for a similarly job-ready group of former
recipients we might expect to observe improvement in
outcomes. The fact that we do not observe significant
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improvements in economic outcomes across leaver groups
could indicate that the more recent cohort of leavers is less job-
ready. It could also indicate that the subset of former welfare
recipients among all less educated single women with children
did not experience improvement over this time period. We can
only conclude from these results that the more recent cohort is
not faring worse than the earlier cohort on an absolute level.
Beyond this, it is also true that neither group is showing
unequivocal success in transitioning off welfare. A relatively

large percentage of leavers still have returned to welfare over
this two-year time period, and about a quarter are in families
without earnings at the time of the survey. Although this more
recent group of leavers looks similar to eartier cohorts, the
issues raised about the absolute well-being of earlier cohorts
and whether some are “falling through the cracks”™ remain.
Further analysis of subgroups of these data will help us to
answer some additional questions about the distribution of
outcomes for this group.
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ENDNOTES

1. For reviews of some of these early studies, see Brauner and Loprest
(1999) and U.S. General Accounting Office (1999). Loprest (1999)
compares the wage rates of employed leavers between 1995 and 1997
with other employed low-income women with children who had not
recently been on welfare and finds that the leavers’ wages were

generally higher.

2. Many studies have links on the ASPE’s web page:

<h hhs.gov/hsp/h index.htm>.
P P & P:

3. For more information on the NSAF, see Brick et al. (1999).

4. The NSAF questions about curvent and former welfare receipt are
asked of the adult in the family who is most knowledgeable about the
children. The samples of leavers are therefore not exactly all adults
who left welfare, but one adult per family who reports that he/she or
the children received Aid to Families with Dependent Children
(AFDC)or TANF at some point in the two years prior to the interview.
Since most respondents are the children’s mothers and most AFDC
recipients are women, this corresponds closely to a sample of mothers
who left welfare. However, some single fathers and a small number of
fathers in two-parent families (who are the adults most knowledgeable
about the children and reported leaving welfare) are also included.

5. Caseload numbers are reported at <http://www.acf.dhhs.gov/
news/welfare>.

6. Asin most surveys, the NSAF und TANF receipt compared
with administrative data. The NSAF in both rounds finds about

70 percent of welfare receipt in the previous year, similar to the March
Current Population Survey. This implies that my weighted count of
welfare leavers reported here is also an undercount, although it is

difficult to estimate the extent.

7. Because the survey does not ask for complete welfare histories, this
may understate returns to welfare. Some families may be missed that
left in the time period, returned, and left 2gain, such that they are not
receiving TANF at the time of the interview. These families are
included in my “did not return to welfare” group.

8. Analysis of what factors are most important in predicting returns to
TANF and whether they have changed over the two cohorts is being
carried out as part of another study using these data.

9. This is supported by the increase in work among current recipients
with multiple barriers to work (Zedlewski and Alderson 2001).

10. Working is defined as any positive weekly hours of work at the
time of the survey interview.

11. Adjustments for inflation were made using the CPI-X. All wages
are reported in 1999 doliars.

12. This question was asked only to two-parent families in which both
parents were working and there was at Jeast one child under age
thirteen. The percentage of working former recipients meeting this
criterion changed only slightly over the cohorts, from 22 percent to
24 percent.

13. The calculations needed to estimate total income and poverty and
the results are presented in another study on this topic (Loprest 2001).

14. Monthly earnings are in 1999 dollars, adjusted using the CPI-X.
15. This assumes that the family has no income beyond earnings, a

maximum child-care cost deduction for children older than two, and
no excess shelter costs.
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Status Report on Research on the OQutcomes of Welfare Reform

Appendix B:
Findings from ASPE-Funded Leavers Studies

(Grants to States and Localities to Study Welfare Outcomes)
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Welfare caseloads have declined dramatically during the past several years. Overall, the welfare
caseload has fallen by 8.4 million recipients, from 14.2 million recipients in 1994 to 5.8 million in
June 2000, a drop of 59 percent. This is the largest welfare caseload decline in history. As the
caseloads have fallen there has been widespread interest in the circumstances of recipients who have
left welfare. How are they faring without cash assistance? Are they working? Are they moving out of
poverty? To what extent do they return to welfare? To what extent do they continue to need and to
receive assistance and supportive services through other programs?

To answer these questions, ASPE awarded approximately $2.9 million in grants to states and counties
in FY 1998 to study the outcomes of welfare reform on individuals and families who leave the TANF
program, who apply for cash welfare but are never enrolied because of non-financial eligibility
requirements or diversion programs, and/or who appear to be eligible but are not enrolled. The 1998
grants were awarded to ten states and three large counties or consortia of counties (Arizona, the
District of Columbia, Florida, Georgia, lllinois, Massachusetts, Missouri, New York, Washington,
and Wisconsin; and Cuyahoga County, Ohio, Los Angeles County, California, and San Mateo, Santa
Cruz, and Santa Clara Counties, California). Separate but comparable studies were also funded in
Towa (with FY 1999 funding) and South Carolipa (in FY 1998 and 2000, as part of a longer-term

project) resulting in a total of 15 studies with findings on former recipients as of spring 200112

Following the devolution of welfare programs to the state level, ASPE chose a research strategy that
combined local flexibility in study design with some national direction and coordination. Most of the
projects used administrative data to track an early cohort of individuals who left welfare around 1996
or 1997. Projects also used a combination of administrative and survey data to track the economic
status and general well-being of at least one cohort who left welfare one to two years later, after the
transition from AFDC to the TANF program. Projects varied, however, in the number and types of
administrative data sets examined and the design of the surveys of former recipients. Final survey

12207,
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sample sizes varied from 277 to over 3,500 cases, response rates ranged from 23 to 81 percent, and
approximate time of intérviéw variéd from 6 to 30 months after exit, as shown in Table 1. All
researchers were encouraged to collect data across multiple dimensions, including employment,
program participation, economic status, family structure, child well-being, material hardship, barriers
to employment, etc. Grantees designed their own survey instruments, however, which differed in
wording and emphasis. While this diversity poses challenges for summarizing results nationally, it
has allowed states to meet the demands of their elected officials and program administrators for
timely information on families leaving their state's welfare program.

Table 1.
Survey Sample Size, Response Rate, and Timing of Interview
Final Survey Timing of Interview
Grantee & Cohort CY (Qtr)| Sample Size |Response Rate| (Mos. post exit)
Arizona 98(1) 821 72% 12-18 months
Florida 97(2) 3548 23% 23-30 months
Georgia 99(1)-00(1) 2935 52% 4-6 months
Tllinois 98(4) 514 51% 6-8 months
Towa 99(2) 405 76% 8-12 months
Massachusetts 99(1) 570 75% 6-16 months
Missouri 96(4) . 878 75% 26-34 months
South Carolina 98(4)-99(1) 1072 75% 12-15 months
‘Washington 98(4) 708 72% 6-8 months
District of Columbia 98(4) 277 61% 10-14 months
‘|Cuyahoga 98(3) 306 81% 18-22 months
San Mateo 98(4) 438 66% 6-12 months

Although each study had its own methodology, ASPE took certain steps to promote comparability
across the studies. Chief among these was developing consensus around a common definition of the
"leaver" study population as "all cases that leave cash assistance for at least two months." This
definition excludes cases that re-open within one or two months; such cases are more likely closed
due to administrative "churning” than to true exits from welfare. In addition, through national
meetings and an electronic list-serve, ASPE staff facilitated peer networking among researchers,
promoted the use of nationally developed questions on topics such as food security and child well-
being, and encouraged standardized reporting of certain administrative data outcomes.

As of March 2001, all 15 studies identified above had released preliminary reports based on
administrative data findings, and 12 of the 15 also had released reports with more detailed findings
from follow-up surveys. Highlights from these reports are presented below, with a focus on outcomes
in employment and earnings, recidivism and program participation, and household income and family
we]l-bcing.m This summary stresses common findings for "average" welfare leavers in each
jurisdiction, without analyzing how outcomes vary for different types of leavers (e.g., urban vs. rural,
those who left due to eamnings vs. sanctions). Findings are presented for all single-parent leavers in a
state or county except where noted otherwise. Observed cross-state differences in outcomes reflect
the diverse range of state policies and underlying economic and demographic conditions of the
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jurisdictions under study, as well as methodological differences in study dcsign.m A more
comprehensive synthesis report, including analysis of how outcomes differ for various subgroups, is
expected by Fall 2001. ’

[ Go to Contents ]

Employment and Earnings

Employment

Employment outcomes have been quite consistent across the 15 studies. Employment rates of former
recipients ranged from 47 to 68 percent in the first quarter after exit according to administrative data
(see Table 2). Moreover, employment rates remained fairly constant in the first year after exit in most
study areas. This finding does not mean that the same 50 to 60 percent of leavers were employed
every quarter. Some former recipients lost their jobs, while others found new employment, with the
result that 62 to 90 percent of leavers had earnings at least once within the first four quarters after

exit. Between 31 and 47 percent of leavers were employed in all four quarters (data not shown),&
according to the eight studies reporting this statistic.

Table 2.
Employment Rates of Former Recipients
Administrative Data: Survey Data:
Employment Rates Employment Rates
1 Qtr | 204 Qtr | 37 Qtr | 4 Qur ,
Grantee & Cohort| post post post post | Any of | Employed at | Employed
CY(Qtr) exit exit exit exit |4 Qtrs Interview since exit

Arizona 98(1) 53 51 52 50 73 58 -
Florida 97(2) 50 51 53 54 71 57 -
Georgia 99(1)-00(1)| 61 63 59 59 -- 69 --
linois 973)-984) | 54 | 53 | s3 | 54 | 69 63 85
Towa 99(2) 57 42 39 38 69 61 -
Edassachusctts 99(1) 60 61 51 ~ 68 n _
Missouri 96(4)* 58 58 59 58 73 65 90
New York 97(1) 50 49 48 | 48 62 - —
S. C. 98(4)-99(1) 67 68 67 63 90 60 -
‘Washington 98(4) 62 58 - - - 59 86
\‘Nisconsin 98(2)-4) 67 65 67 61 7 . .
D. C.97(4)* 54 58 50 . 52 - 60 | -
Cuyahoga 98(3) 68 64 67 64 82 70 92
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Los Angeles 96(4) 47 46 46 47 - - -
San Mateo 98(4) 55 55 55 - - 57 .
Notes: A recipient is idered "employed” if she or he has any earnings in Ul-covered employment within the state,

except: Cuyahoga and Los Angeles require >$100 per quarter, Washington also counts earnings reported to the welfare
system, and D.C. uses data from the National Directory of New Hires. D.C. employment rates would be § percentage
points higher if leavers without Social Security numbers were Iuded from the d inator, as they are in New York,
Missouri-and possibly other studies.

* Rates are for single-parent leavers, except that Illinois, Massachusetts, Missouri, Wisconsin, and D.C. include small
percentages of two-parent leavers.

Three of six jurisdictions analyzing employment across multiple cohorts found that recipients leaving
welfare in 1998 had higher employment rates — by 5 to 10 percentage points — than those leaving in
1996 (data not shown). Two other two jurisdictions, however, found no change and one found a
decrease in employment.

Administrative data do not capture all employment: quarterly earnings reported to the states'
unemployment insurance (UD) programs do not capture eamings from self-employment, employment
in the military or federal government, certain agricultural employment,-and-jobs. across state
boundaries. In fact, between 57 and 71 percent of former recipients.reported working at time of
interview. These self-reported employment rates from survey data were higher than the rates based on
administrative data in all but one study (see Table 2). The vast majority of leavers - 85 to 92 percent -
reported being employed at least once since exit. In addition, three studies found that the household
employment rate (counting earnings of anyone in the household) was 9 to 15 percentage points higher
than the individual rate for the leaver herself, or about 72 to 80 percent (data not shown).

Earnings

Median quarterly earnings of former recipients with jobs ranged from $1,900 in South Carolina to
$3,400 in Washington, D.C. in the first quarter post-exit (see Table.3). In all reporting locations,
quarterly earnings rose over the course of the year following exit.5) Median hourly wages, as
reported in survey data from eight studies, ranged from $6.50 to $9.00 an hour. Former recipients
with jobs worked an average of 33 to 39 hours per week; median hours averaged 40 hours per week.

In sum, the studies were consistent-in finding that about three-fifths of leavers were working,
generally 40 hours per week, but with relatively low wages and intermittent spelis of unemployment.
To what extent do families with these patterns of employment and eamings support themselves, and
to what extent do they rely on government programs for support?

Table 3. -
Earnings of Former Recipients
Administrative Data: Survey Data:
Median Quarterly Earnings Hourly Wages
Grantee & Cohort | 1%Qur | 2™Qtr | 3MQur | 4™ Qur | Mean | Median
CY(Qtr) post exit | post exit postexit | postexit | wages wages
Arizona 98(1)** $2,211 $2,354 $2,695 $2,511 $7.52 -
Florida 97(2) $2,007 $2,168 $2,167 $2,329 - —
Georgia 99(1)** $2,184 $2,319 $2,518 -~ - -




175

Status Report on Research on the Uutcom...; FIndings Ir0M AdKE-FUNGEU LLAVELS WUIE  Fage ) UL LU

1llinois 97(3)-98(4) $2.471 $2,527 $2,614 $2,720 - $7.41
lowa 99(2) $2,177 $2,520 $2,332 $2,417 $7.54 -
Massachusetts 9(1)* $2,645 $2,754 $2,977 - $8.46 -
Missouri 96(4)* $1,996 $2,171 $2,200 $2,535 -- -
S. C. 98(4)-99(1) 31,871 $1,807 $1,904 $2,148 - $6.50
Washington 98(4) $2,387 $2,497 - -- $7.70 $7.00
Wisconsin 98(2)-(4)* $2,272 $2,362 $2,278 $2,561 -- -
D. C. 97(4) $3,416 - $3,395 $3,934 - -
admin.data* ) - - - - 3$8.74 $8.13
D. C. 98(4) survey*

Cuyahoga 98(3) $2,744 $2,489 $2,663 $2754 | $7.50 -
Los Angeles 96(4) $3,248 $3,156 $3,303 $3,290 - -
San Mateo 98(4) $3,144 $3,439 $3.612 - - $9.00
Notes: Excludes leavers without earnings in the quarter. Earnings are reported in nominal dollars.

* Figures are for single-parent leavers, except that M b Ai i, Wi in, and the District of Columbia
include small percentages of two-parent leavers.

I'o‘w.:fmna and Georgia quarterly eamings are mean, rather than median, carnings. Median earnings would be somewhat

[ Go to Contents ]

Program Participation

Returns to TANF

According to data from 15 studies, between 3 and 21 percent of families leaving welfare retumed to
cash assistance within one quarter (see Table 4). Rates of welfare receipt rose to between 9 and 24
percent in the next quarter. Rates rose very slightly over the next six months, reaching 11 to 25
percent one year after exit. Because some people return to the roils and then leave again, the
proportion that ever returned within the first year after exit was higher, ranging from 17 to 38 percent.
(6)

Table 4.
Percentage of Adult Leavers Receiving AFDC/TANF
Administrative Data: . -
AFDC/TANF Receipt
1% Qtr 2 Qur 37 Qtr 4t Quir
Grantee & Cohort | (3 mos) post | (6 mos) post | (9 mos) post | (12 mos) post | Ever receiving
CY(Qtr) exit exit exit exit within 1 yr
Arizona 98(4) 53 12.9 16.6 15.5 217
Florida 97(2) 6.5 139 12.8 - 26.1
Georgia 99(1) 8.4 144 16.4 16.0 -
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IHinois 97(2)-98(4) 16.2 18.6 17.5 16.3 289
Towa 99(2) 55 14.2 19.0 18.8 30.1
Massachusetts 9(1)* 29 10.0 14.3 114 18.8
Missouri 96(4)* 124 18.6 20.8 20.6 -
New York 97(1) - - - 17.0 -

S. C. 99(4)-00(1) 34 8.8 11.7 10.9 17.1
Washington 97(4) 8.0 14.0 16.0 16.0 -
Wisconsin 982)-(4) | 145 2.1 218 197 35.5
D.C. 98(4)* 75 12.7 16.2 18.8 21.1
Cuyahoga 98(3) 21.1 243 255 249 38.1
San Mateo 98(4) - 16.9 209 22.8 20.8 -
Notes: Grantees measuring program participation by month — Arizona, Florida, Illinois, lowa, New York, the District
of Columbia, and San Mateo — are likely to report lower program participation than measuring participati
over a three-month quarter. These and other methodological differences have a particularly strong effect on
measurement of TANF receipt three months/one quarter after exit, and so differences in the first column of Table 3
should be viewed with caution.

* Figures are for single-parent leavers, except that M h Mi: i, Wi in, and the District of Columbia
include small percentages of two-parent leavers.

Survey data on returns to TANF are fairly similar to the administrative data. In addition, survey data
also found that at least one half of those who returned to TANF did so for a job-related reason, such
as job loss or decreases in work hours or wages. Other common reasons for returning to TANF
included divorce or separation from partner, pregnancy or birth of a new child, re-compliance with
program regulations, loss of other income, problems with child care, and problems with health or
medical benefits.

Comparisons of early and later cohorts reveal no clear pattern of retums to welfare (data not shown).
As compared with earlier cohorts, recidivism among 1998 leavers was higher in three states but lower
in three others. No trend was apparent in two others.

Families leaving in the 1996 to 1999 period did so before they hit the five-year federal time limits on
benefit receipt. Thus, most families had the option of returning to cash assistance as needed. Two
studies, however, examined cohorts of 1999 leavers who were affected by state time limits of two
years. Recidivism rates in these two states — Massachusetts and South Carolina — were lower than
rates in other states, as shown in Table 4. Sub-group analysis in these two states indicates that
families who left because of time limits were much less likely to be back orr welfare attime of
interview than other families; only 2 percent of the time-limited families in South Carolina and 8
percent in Massachusetts were back on welfare a year after exit.

Medicaid and Health Insurance

Although the majority of leavers remained off cash assistance, most continued to receive other
government support. One of the most common supports was Medicaid, although rates of participation
varied considerably across states. As shown in Table 5, between 42 and 80 percent of adult leavers
were enrolled in Medicaid in the first quarter post-exit according to administrative data. In many
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areas, adult enrollment rates dropped 10 percentage points or more by the fourth quarter after exit.
Medicaid coverage varied even more dramatically in survey data, mngmg from 33 perccnt in
Missouri (measured over 2 years after exit) to 81 percent in Massach ( d slightly under a
year after exit). A higher percentage of surveyed leavers — 51 to 83 percent — reported Medicaid
coverage for their children, as shown in Table 6.

Table 5.
) Aduit Health Insurance Status
Administrative Data: Survey Data:
Medicaid Enroliment Health Insurance Coverage at Interview
Employer
Grantee & 17 Qtr | 4th Qtr Sponsored Other No
Cohort CY(Qtr) | post exit | post exit | Medicaid Insurance Insurance | Insurance

Arizona 98(1)** 54 40 39 15 5 40
Georgia99(1)-00 ~ - 66 _ _ %
1)
Florida 97(2) - 55 46 - - - 45
?4';2”'5 97(3)-98 58 40 47 wre 21 36
Iowa 99(2) 43 41 48 14 7 37
Massachusetts 9
a)* - - 81 - - 7
Missouri 96(4)* 42 39 33 25 9 32
New York 97(1) - 35 = -~ - -
S. C. 98(4)-99(1) 69 45 - - - -
YVashmgton 98(4) 60 - | 56 12 8 2%
Wisconsin 98(2)-
@* 80 76 - - - -
D.C. 98(4)* - - 54 19 4 22
Cuyahoga 98(3) 60 46 - - - -
Notes: These rates measure enroliment of the adult head who left TANF. A of participation by month - reported
by Anzona. Florida, lilinois, lowa, New York, and the District of Columbia - are hkely to be lower than measures of
participation over a threc-month quarter.
* Rates arc for single-parent leavers, except that llinois, M. Mi i, Washi (administrative data),
Wisconsin, and D.C. include small percentages of two-parent leavers and Washington tracks the Medicaid enrollment of
both adults, not just the adult head.
** Arizona data mclude leavers who return to TANF after one month, as well as the traditional two-month leavers.
#+ Rates for employer-sp in Illinois are included in "other.”
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Table 6.
Child Health Insurance Status
Administrative Data: Survey Data:
Medicaid Enrollment Health Insurance Coverage at Interview
' Employer
Grantee & 15 Qtr 4th Qtr- Sponsored Other No
Cohort CY(Qtr) | post exit | post exit | Medicaid Insurance Insurance | Insurance
Arizona 98(1)** e - 51 12 8 26
Georgia 99(1)-00 _ B 82 4 3 1
1)
Florida 97(2) - - 57 - - 33
Dlinois 97(3)-98 .
@* - -- 53 23 29
Towa 99(2) 56 55 63 11 17 20
Massachusetts 99
ay* - - 83 - - 8
Missouri 96(4)* 85 86 68 14 9 11
New York 97(1) -- 34 - -- - -
S. C. 98(4)-99(1) 88 68 85 - - -
Washington 98(4) - - 67 9 11 13
Wisconsin 98(2)-
86 80 - - - -

@
D.C. 98(4)* 42 48 60 12 11 16
San Mateo 98(4) 76 59 64 - 28 9
Notes: These rates are the percentage of adult leavers with-at least one child on Medicaid (or one member of a family, in
Iowa, D. C. and San Mateo). SCHIP is counted as Medicaid in most surveys. As noted in Table 4, above, measures of
participation by month - reported by Arizona, Florida, Illinois, Iowa, New York, the District of Columbia, and San
Mateo - are likely to be lower than measures of participation over a three-month quarter.
* Rates are for single-parent leavers, except that lllinois, Massachusetts, Missouri, and D.C. include small percentages of
two-parent leavers.
** Arizona data mcludc leavers who return to TANF after one month, as well as the traditional two-month leavers.
*#* Rates for employer-sp in llinois are included in "other.”

Lack of Medicaid enrollment is not necessarily a problem if leavers have health insurance through
employment or other means. However, only 20'to 34 percent of adult leavers reported being covered
by employer-sponsored or other insurance; somewhat fewer (7 to 28 percent) reported such coverage
for their children. These figures reveal that, in most states, substantial numbers of former recipients
and their children were without any health insurance. The percentage of adult leavers without
insurance ranged from 7 to 45 percent; rates for children ranged from 8 to 33 percent, for
Massachusetts and Florida, respectively. Data in Tables 5 and 6 indicate that lack of health insurance
was more prevalent in states with low numbers of leavers enrolled in Medicaid. Survey data from six
states (discussed in the section on Material Hardship and displayed in Table 10 below) show the
consequences of lack of health insurance coverage.
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Some of the state variation in Medicaid enrollment can be explained by differences in survey
methodology (e.g., timing and wording of surveys) or in the linking and analysis of administrative
data. 2 Still, the observed cross-state variation is too wide to be solely attributable to measurement
differences. Some variation in enrollment is likely to reflect differences in Medicaid eligibility (which
is set by states) and in administrative practices, which vary across states and local areas.

Findings from the leavers studies and other research have prompted Federal and state initiatives to
ensure that families leaving welfare are not incorrectly denied Medicaid benefits. In their leavers
reports, several states mentioned changes in policies or procedures designed to increase Medicaid
enroliment among future leaver cohorts. Early trends, between 1996 and 1998, show increased
Medicaid enrollment in three jurisdictions, no change in one, and decreased enrollment in another.

Food Stamps and Other Program Participation

Participation in other forms of govemment assistance was also common, though generally at lower
levels than for Medicaid. Participation rates of former recipients in the Food Stamp program, for
example, ranged from 23 to 78 percent across 12 studies, with most finding that roughly one-third to
one-half of AFDC/TANF leavers received food stamps immediately after exit (see Table 7). Similar
rates were found in both administrative and survey data. Food stamp receipt declined in some states
over time, but remained constant in others.

Table 7.
Percentage of Leavers Receiving Food Stamps

Administrative Data: Food Stamp Receipt
tQrd | 24Qu@ | 3Qr | 42 Qraz
Grantee & Cohort | mos) post mos) post mos) post mos) post | Ever receiving
CY(Qtr) exit exit exit exit within 1 yr

Arizona 98(1) 39 39 38 35 67
Florida 97(2) 45 41 38

Llinois 7/97-12/98 33 35 34 33 56
Towa 99(2) 36 37 38 37 65
Massachusetts 99(1)* 42 41 41 38 51
Missouri 96(4)* 57 47 43 40 -
New York 97(1) - - - 21 -

S. C. 99(4)-00(1) 78 68-. .. 64 61 -~ 88
‘Washington 97(4)* 47 42 - - -
Wisconsin 98(2)-(4)* 70 68 65 - 63 83
D.C. 98(4)* 36 38 37 38 41
Cuyahoga 98(3) 56 48 48 47 68
San Mateo 98(4) 23 28 29 27 -

Notes: G ing program participation by month - Ari a, Florida, Hlinois, lowa, New York, the District of
Cotumbia, and San Mateo - are likely to report lower program participation than grantees measuring participation over 8
| three-month quarter.
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* Rates are for single-parent leavers, except that M: h Mi: i, Washil Wi in. and D.C. include
small percentages of two-parent leavers. . -

Other commonly received forms of government assistance included free- and reduced-price school
lunches (43 to 87 percent of leavers), the federal Eamned Income Tax Credit (32 to 65 percent of
former recipients), housing assistance (16 to 60 percent of leavers), and Supplemental Security
Income (2 to 12 percent of leavers), according to survey data from several surveys (data not shown).
In addition between 11 and 35 percent of former recipients across seven studies reported receiving
child support, often secured with help from the child support enforcement agency. As seen below,
income from these sources can be an important component of household income.

[ Go to Contents ]

Household Income and Family Well-Being

Household Income and Poverty Status

Total household income is difficult to measure, particularly in leaver households. Paychecks can vary
from month to month, and variations in unearned income and in household composition may generate
added instability. Nevertheless, ASPE encouraged researchers to collect survey data on this critical
measure of family well-being.

As shown in Table 8, average household cash income of former recipients ranged from $964 to
$1440 per month across eight studies. When reported separately, median household incomes were
about $200 lower. While not included in these cash income totals, food stamp benefits provided the
average household with an additional $96 to $129 per month, according to three studies. (The value
of the federal Earned Income Tax Credit also was not included in the cash income totals).

Six of the eight studies shown in Table 8 asked a series of detailed questions probing for income from
various specific sources, while two (Illinois and the District of Columbia) simply asked for total
household income. Consistent with past research, the surveys that asked multiple income-related
questions uncovered higher levels of income than the other two surveys. This pattern of variation
suggests that the lower incomes found in Dlinois and the District of Columbia may reflect differences

in income reporting rather than true differences in income. (8!

Table 8.
Total Household Income and Percentage of Household Income Contributed by Various
Sources
(Survey Data) s -

Grantee & Total Cash
Cohort CY Income: Own Others Child } - Other
(Qtr) Mean (Median) | Earnings | Earnings | AFDC/TANF | Support |SSI| Income

Arizona 98(1) | g1 330 45 40 3 3 51 3
Mlinois 97(2)-
o8y - $964 ($800) - - - - - -

Towa 99(2) $1,440 (—) 46 35 4 6 2 7
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x;is"““ % |s142781166) | 50 20 8 6 |6| 8
Washington
o $1,208 (51,000 | 55 28 8 7 1] 1
(C3‘;y3h°g“ % | $1,069(—) 63 19 6 2 |s]| s
D.C.98(a)" | $1,091 (8800) - - - T =
San Mateo 98

— ($1,400 - - - - -1 -
@ $ )

Notes: Total cash income does not include value of food stamps (average of $96 in lowa, $100 in Cuyahoga and
approximately $129 in Arizona). Income information is based on multiple survey questions about income from various
sources, except in Illinois and D.C., where the survey asks one question about total b hold income.

* Figures are for single-parent leavers, except that figures from Illinois, Missouri and D.C. include smali percentages of
two-parent leavers, who generally have higher incomes.

** In Arizona, sources of income based on a sample of leavers which includes those who return to TANF after one
month, as well as the traditional two-month leavers.

Five of the studies provided information about the sources of household income. Eamings were the
largest income source: the leaver's own eamings made up 45 to 63 percent of total household income,
while earnings of others in the household accounted for an additional 19 to 40 percent. Cash
assistance from AFDC or TANF added another 3 to 8 percent. The final 9 to 20 percent of household
income came from child support payments, Supplemental Security Income (SSI), and "other” income,
including Social Security and survivors' benefits, veterans' benefits, workers' compensation, and
financial assistance from others.

Four of the studies with comprehensive income questions also calculated the percentage of former
recipients with household income below the federal poverty line. Estimated poverty rates ranged from
41 percent to 58 percent, depending in part on whether food stamps were included in measures of
household income.2 Many leavers with household incomes at or above the poverty threshold were
still close to poverty; the Iowa study found that 63 percent of leavers had income below 130 percent
of the poverty threshold, in Cuyahoga 79 percent were below 150 percent of poverty and in Missouri
89 percent had cash incomes below 185 percent of the poverty threshold.

Though these poverty rates are quite high, one study (Washington) reported an even higher poverty
rate — 83 percent — among a sample of recipients remaining on welfare for six months. Mean and
median household incomes of ongoing recipients also were lower (data are not shown, but were $890
and $642, respectively) than those of former recipients. While the Washington study does not track
the same group of people over time, it provides some evidence that economic status improves after
exit from welfare. - ) -

Family Well-Being and Material Hardship

Partly because of the challenges of measuring income, most leavers surveys also asked directly about
family well-being and material hardships resulting from not having enough money. Although surveys
varied in wording, they generally asked-about hardships related to food shortages, housing problems,
and medical hardship.

Between one-eighth and one-half of leavers (13 to 52 percent) of leavers reported some level of food
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hardship, according to the 12 studies with survey data (see Table 9). Rates of food insecurity ranged
from 32 10 46 percent among the three states that measured food insecurity through a standardized
six-item questionnaire. About half of these families, or 16 to 26 percent of all leaver families, were
classified as food insecure with hunger.“—o) Other states, while not using the six-item standardized
scale, found similar evidence of food insecurity: 20 to 43 percent of respondents said that adults in
the household cut the size of meals or skipped meals and 13 to 52 percent exhibited other signs of
food insecurity, such as not being able to buy enough food. Very few leavers reported that children in
their households skipped meals (3 to 5 percent, according to two studies).

Table 9.
Percentage of Leavers Reporting Food Hardships Since Exit
(and While on Welfare)
Adults cutsize| Children | Some other sign
Grantee & Food |Food insecure| of or skipped skipped  }of food insecurity

Cohort CY(Qtr) | insecuret | with hungert meals meals hd
Iowa 99(2) 32 16 - - -
zl;fsachusens 99 43 30) 2(14) N ~ _
Cuyahoga 98(3) 46 26 - - -
gl;:ms 97(3)-98 _ _ 25 (24) . 44 51)
S. C. 98(4)-99(1)
. - - 20 (14) - 52
‘Washington 98(4)
ashingt - -~ 43 (39) 5 -
D.C. 98(4)* - - 25 - 46
Arizona 98(1)*** - - - - 24 (30)
Georgia 99(1)-00 _ _ i - 13 (5)
(1)
Florida 97(2) - - - - 44
Missouri 96(4)* - - - 3 26
San Mateo 98(4) - - - - 32
Notes: Figures in p h are p ge recalling hardship while on welfare (Arizona, Illinois, Massachusetts,
South Carolina) or percentage recalling hardship among a comparison group of recipients remaining on welfare
(Georgia, Washington).
* Figures are for single-parent leavers, except that figures from Illinois, Massachusetts, Missouri and D.C. include small
percentages of two-parent leavers.
** Other signs of food insecurity include: not able to buy enough food (Florida, Missouri); food did not last (llinois,
South Carolina, D.C.); or not enough food to eat (Arizona, Georgia, San Mateo). Other indicators of food insecurity,
such as worrying about food running out, are not shown here.
**+ South Carolina survey data are limited to leavers who do not return to welfare. Arizona leavers include those who
returned to TANF after one month, as well as the traditional two-month leavers.
1 As explained in Footnote 10, families that answer "yes" to two or more questions on a six-point scale developed by the
U.S. Department of Agriculture are considered “food insecure,” and those that answer “yes” o five or more questions
are considered "food insecure with hunger.”

19000
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Former recipients also reported problems with housing arrangements, although somewhat less
frequently than food shortages. As shown in Table 10, the most common problems were falling
behind in rent or mortgage (18 to 38 percent across seven studies), loss of utilities (12 to 36 percent
of leavers across seven studies) and being forced to move (13 to 32 percent across four studies). Less
often, former recipients were evicted (4 to 7 percent), went to a homeless shelter (1 to 7 percent,
except one study reported 17 percent), or reported that their children were forced to live elsewhere (3

to 8 percent, except one study reported 19 pement).“—u

Table 10,
Percentage of Leavers Reporting Housing or Medical Hardships After Exit
(and While on Welfare)
Had to
move Unable to
Grantee & Behind in | because Stayed at | Child had |get needed
Cohort CY | Utilities rent/ could not homeless to live medical
(Qtr) cut off | mortgage pay Evicted| shelter | elsewhere care
Arizona 98(1) X
- 12 (18) 37 (41) 17 (21) - 34) 89 24 (14)
Georgia 99(1)- .
00(1) 12 18 - 4 - - 10
Florida 97(2) 36 7 - 32 - | Wakhddd 19**++ -
?4';',‘“5. 913198 1426 | 3845y | 13015) - 3(4) 8(9) 31 (26)
Towa 99(2) - 25 - - 1 - _
Massachusetts
e 600 | - - - | 2w 3) -
Missouri 96(4)* -- 26 - - - - -
. C. 98(4)-99

Sy - 3 - - | 20 5 | 10@
g)”s'““gm" Blirzay| - - 1| 1@ 10)) -
D.C. 98(4)* - 2727 - - 3(5) 5(6) 8(3)
Cuyahoga 98(3) 19 — 26 hihd ** - 10
Notes: Figures in p h recalling hardship while on welfare (Arizona, Illinois, Massachusetts, South
Carolina, D.C.) or percemagc reca.llmg hardslup amonga companson group of recipients femaining oni welfare
(Washington).
* Figures are for single-parent leavers, except that figures from Illinois, Massachusetts, Missouri and D.C. include small
percentages of two-parent leavers.
** n Cuyahoga, 7 percent were cither evicted or lived in homeless shelter.
+## South Carolina survey data are limited to leavers who do not return to welfare. Arizona leavers include those who
returned to TANF after one month, as well as the traditional two-month leavers.
se*% The findings from Florida should be viewed with caution, becnnsc figures were unpu(ed for the 77 percent of the
sample that could not be located by teleph The raw, unadj d in an appendix to their final
report, wueclowwunscreponedbyotham«puumhomelmms paeemwuhch:ldmhvmgelscwbae)
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Studies were split as to whether housing and food shortages were greater before or after exit; some
found more hardship after exit, some found less hardship after exit, and some showed little
difference. None of the leavers studies reported a significant change in use of homeless shelters
before and after exit, or in experiences with separations of children from the family.

Six studies also examined medical hardship, and found that between 8 percent and 31 percent of
leavers in the six sites reported that they or someone in their household was unable to get needed
medical attention since leaving welfare because they could not afford it. Studies consistently reported
more difficulty getting needed medical care after exit than while on welfare.

Finally, when directly asked about overall economic well-being or standard of living, 46 to 68 percent
of families in five states reported they were better off financially after exit; 16 to 32 percent said they
were the same, and 13 to 30 percent said they were worse off (see Table 11).

Table 11.
Overall Economic Well-being Before and After Leaving Welfare
(Survey Data)

Grantee & Cohort CY(Qtr) Better Off | Same | Worse Off
|Arizona 98(1)** 68 16 15
Mlinois 97(3)-98(4)* 57 30 13
lowa 99(2) 49 32 19

assachusetts 99(1)* 46 ‘24 30
ashington 98(4) 60 {1 19 21
* Figures are for single-parent leavers, exceptithat figures from Illinois. and Massachusetts
include small percentages of two-parent leavers.
** Arizona leavers include those who returned to TANF after one month, as well as the
ftraditional two-month jeavers.

[ Go to Contents ]

Conclusion

In sum, findings across thé:15 studies showed that about three-fifths of leavers were working,
generally 40 hours per week. Former recipients experienced intermittent spells of unemployment and
financial hardship, however, and about one-fourth to one-third returned to welfare at least once in the
first year after exit in most states studied. Although quarterly eamings rose over time, total household
incomes remained fairly low, averaging about $1,400 or less per month. Acgess to health insurance
and food stamps appeared problematic for some recipients, and there also were reports of food
shortages and inability to get needed medical attention. Evidence was mixed as to whether material
hardships were greater before or after exit; families generally reported that they are better off overall
after leaving welfare.

[ Go to Contents ]

Other Outcomes Data
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The descriptive statistics highlighted above provide some important insights into the outcomes and
well-being of individuals and families leaving welfare. However, they do not represent the sum total
of the rich administrative and survey data collected by states and counties under the ASPE-funded
grants. Links to most of the individual state and county reports can be found at
<http://aspe.hhs.gov/hsp/leavers99/reports.htm>. The initial synthesis report by the Urban Institute is
posted on the same web site, at <hitp://aspe.hhs.gov/hsp/leavers99/synthesisOl/index.htm>. In
addition, ASPE is working collaboratively with the grantees and a technical assistance contractor to
make the grantees’ welfare outcomes data files available to researchers for secondary analyses.
Information on how to secure access to these data files can be found on the ASPE-sponsored web

page on Welfare Leavers and Diversion Studies at <http://aspe.hhs.gov/hsplleavers99/index htm>.

[ Go to Contents ]

Endnotes

1. In addition to funding the Iowa leavers study in FY 1999, ASPE funded leavers studies in Texas
and in Contra Costa and Alameda Counties, California, as well as several applicant/diversion studies.
Also in FY 1999, ASPE awarded an additional $837,000 for continuations and extensions of several
of the FY 1998 leavers projects. In addition, $1.236 million was awarded in FY 2000 to enhance
some existing studies of welfare-related outcomes. In all, ASPE has committed over $5 million to
state and county grantees to study welfare outcomes.

2. Findings presented here are based on an [nitial Synthesis Report of the Findings From ASPE's
"Leavers” Grants (prepared by the Urban Institute and available at
<http://aspe.hhs.gov/hsp/leavers99/synthesisOl/index.htm>; Cross-State Examination of Families
Leaving Welfare: Findings from the ASPE-Funded Leavers Studies,” prepared by ASPE staff and
available at <http://aspe.hhs.gov/hsp/leavers99/cross-state00/index.htm>; and ASPE staff analyses of
reports submitted between November 2000 and March 2001.

3. Cross-state comparisons are affected by a variety of factors, ranging from state sanction policies,
maximum benefit levels and eamings disregard policies, to survey sample sizes, time of interview
and response rates. They are also affected by the underlying economic, social and demographic
conditions of the study sites. Some observed differences also reflect methodological issues, including
questionnaire design or population under study. Brief summaries of the projects can be found at
<htip://aspe.hhs.gov/hsp/leavers99/fy98 htm>. Information on comparing survey instruments can
found at <http://aspe.hhs.gov/hsp/leavers99/cross.htm#icomparing>. .

4. These individuals may not have been employed in every month, however, since Ul secords are
based on quarterly earnings, reflecting any covered employment during that quarter.

5. Data from the UI system are limited to aggregate quarterly eamnings, without underlying
information about hourly wages or hours worked in a quarter. Therefore, the data do not indicate
whether increased eamings are due to wage rate increases or more hours of work. Also, since leavers
without earnings in the quarter are excluded when calculating mean eamings, the earnings increases
could also be due to low eamners dropping out of the labor market.

6. Recidivism rates would be higher if the studies had included those who exited for less than two
months. Also note that recidivism was generally lower in studies that measured it on a monthly basis
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than in those that observed welfare receipt over a quarterly (three-month) period.

7. The potential for measurement variation can be seen in the fact that two studies — Missouri and
San Mateo — more than doubled their initial enrollment rates from administrative data. In both cases,
researchers re-analyzed administrative data and classified additional eligibility codes as "Medicaid"
enrollment, after noting large discrepancies between administrative and survey data. Earlier syntheses
of findings from leavers grantees showed a wider range in Medicaid enroliment rates, based on the
initial reports by Missouri and San Mateo.

8. In fact, both quarterly eamings and hourly wages of leavers in ll}inois and the District of Columbia
were comparable or higher than those in the other regions.

9. Poverty rates were 41 percent in lowa (counting cash and food stamps), 47 percent in Iowa

(counting cash income only), 57 percent in Cuyahoga County (counting cash and food stamps), and

58 percent in both Missouri and Washington (counting cash only). The official poverty measure does

not.include food stamps; food stamp benefits are included, however, in alternative poverty measures
- recommended by a panel from the National: Academy of Sciences. The Panel on Poverty and Family

Assistance also recommended that poverty:measures take into account the effects of other non-cash
-benefits, taxes (such as the EITC).and work expenses.

10. The six-item scale is an abbreviated version of-a broader 18-question scale developed by the U.
S. Department of Agriculture. Families that answer yes to two.or.more questions on the six-item scale
-are considered "food insecure” and those.that answer yes to five-or more questions are considered
"food.insecure with hunger." National estimates of food insecurity, based on the 18-item scale,
indicate that-37 percent of families below the poverty threshold were.food insecure in 1999, including
12 percent who were food insecure with hunger (U. S. Department of Agriculture, Household Food
Security in the United States, 1999). Estimates from the six-item scale are generally comparable with
those from the broader scale.

11. The atypically.high rates of homelessness (19 percent) and removals of children (17 percent)
were from the same study, Florida. These results should be viewed with caution, because figures were
imputed for the 73 percent of the sample that could not be located by telephone. The raw, unadjusted
percentages, reported in an appendix, were closer to those reported by other states (4 percent
-homeless and 8 percent with children living elsewhere).
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JAN 18 2002

The Honorable Jennifer Dunn
Joint Economic Committee

U.S. House of Representatives
washington, D.C. 20515

Dear Congresswoman Dunn:

At the December 7 hearing of the Joint Economic Committee,
you requested further information on employment of nurses.
I have enclosed the chapters about registered and practical
nurses from our recently released Occupational Outlook
Handbook. These chapters provide a variety of information
about the occupation including our assessment of the job
outlook over the next decade. In addition to the chapters
from the Handbook, I have enclosed tables with data from
our Occupational Employment Statistics survey. These
tables show employment and earnings of nurses in Washington
Sgate and selected metropolitan areas of the State.

As I stated at the hearing, the Bureau of Labor Statistics
does not produce data on nursing vacancies. I am
including, however, recent reports on nursing shortages and
nursing recruitment and retention by the Congressional
Research Service and the General Accounting Office.

T hope that this information is helpful to you. Please let
me know if I can be of any further assistance. Philip
Rones, Assistant Commissioner for Current Employment
Analysis, can be reached at 202--691-6378 and would be
happy to answer any follow-up questions that you or your
staff may have regarding these data.

Sincerely yours,

LOIS ORR
Acting Commissioner

Enclosures

DOL/BLS/OEUS/DLFS

T. Nardone:k13j:12/26/01

Cc: Comm RF, 955, Galvin, Rones, Nardone, RF, DF



Employment and earnings of reglstered nurses In Washington state and selected metropolitan areas,

Ares name
Statewlde
Statewide
Statowide
Statewido
Statewide
Statewide
Statewide
Statewido
Statewide
Statewide
Statewide
Statewide
Statewide
Statewide
Statewide
Statewide
Statewido
Statewide
Statowlde
Statewide

Bsilingham, WA MSA

Bremarton, WA PMSA
Richland-Kennewlck-Pasco, WA MSA
Sesttie-Beflovue-Everett, WA PMSA
Spokane, WA MSA

Taocoma, WA PMSA

Yakima, WA MSA

Northwest Washington BOS

Industry
All Indusiries
Ingurance carriers
Hoalth services

Medical service and haalth Insurance

Offlces & ctinics of medical doctors
Qtflces of other health practitioner
Nursing and parsona! care facilities
Hoapitels
Home health care services
Health and allled services, nec
Educational services
Elementary and secondary schools
Colieges and universities
Soclal services
Residentlal care
Englneering & management services
Governmont
Fedoral government
State government
Loca$ government

All Industries
All Industries
All industries
All Industries
All induatries
All Industries
All Industries
All industries

Source: Bureau of Labor Statlstics, Oocupational Employ

survey

Employment

42,380

Mean

Wage
$24.22
22.02
24.00
22,00

2378

21.99
20.69
24,83
20.84
24.02
2418
19.42
2837
20.88
19.38
281
24.38
25.89
23.68
2332

21.43
21.54
21.10
2572
21.41
24.68
21,18
2213

10th 28th 50th 78th 80th
Peroentile Percentile Percentile Percentlls Percentile
wage wage wage wage wage
17.68 20.37 24.02 27.68 3254
14.62 18.82 21.68 28.91 30.01
17.7% 19.87 23.67 21.62 32.48
14.88 18.88 2143 25.81 30.11
186.92 18.69 2235 27.62 35.81
18.44 17.33 21.42 28.32 30.67
16.38 18.37 2033 2233 2819
18.70 Q2N 24.78 23.33 32.62
18.10 17.46 2027 24,12 27.89
17.22 19.55 23.44 27.50 32,95
16.07 19.34 24.42 20.87 3287
13.08 16.40 18.82 22,11 26.56
18.88 a3 27.67 3118 33.28
18.13 17.01 20.51 2388 2688
14,81 18.97 18.27 22.12 2688
2228 28.84 29.26 3208 R/7R
18.88 22,07 24.40 26.70 8077
19.64 Q.82 25.35 2042 3341
21.89 22.56 24.17 25.78 26.74
17.84 20.81 23.60 26.26 26.05
14.37 18.97 20.7 24,64 2028
17.07 16.88 21.54 24Nn 20.78
18.34 18.62 21.09 2435 27.01
18.02 22,00 25.43 26.80 33.70
16.09 1845 21.60 2478 20.78
18.88 2145 24.64 27.78 3230
16.84 16.39 20.85 24.40 27.09
16.12 18.87 21.64 28.7% 20,61

G61



Employment and eamings o

f Licensed Practical and Licensed Vocatlonal Nurses In Washington State and selected metropolitan areas

Area name Induetry
Statewide All Industries
Statewide Business services
Statewlde Persanne! supply senvices
Statowide Health services (exoept sic 808)
Statewids Offices & olinics of medical doctors
Statewide Nuraing and personal care facliities
Statewide Hospltals
Statewide Home health care services
Statewide Health and allled services, neo
Statewide Educational services
Statewide Eismentary and sacondary echools
Statewide Soclal services
Statewide Individual and family sarvices
Statewide Residentla! care
Statewide QGovamment .
Statewide Federal govemment
Statewide State govemment
Statewide Loca! govemment
Bollingham, WA MSA All Industries
Bremerton, WA PMSA All Industries
Otympla, WA PMSA All industries
Richiand-Kennewick-Pasco, WA MSA All Industries
Seattle-Bollevue-Everett, WA PMSA Al Industries
Spokane, WA MSA All industries
Tacoma, WA PMSA All Industries
Yakima, WA MSA Al Industries
Northwest Washington BOS

All industries

Source: Bureau of Labor

survey

Employment
10,080
810
810
7.680
1,890
2,700
2,800
440
80
130
130
450
140
200
880
310
300
70

230
240
450
240
3,210
1,370
2,100
450
1,530

Mean

Wage
$15.51
17.33
17.33
15.31
14.52
16.03
16.27
14.77
15.51
17.08
17.16
1818
15.58
14,60
15.60
16.28
16.81

18.26,

13.87
15.60
1415
13.62
16.26
16.68
16.68
15.66
14.47

10th 26th 80th 78th 80th
Percentlls Percentlle Percentlle Percentile Persentile

wage wage wago wage wage
$11.98 $13.71 $15.41 $17.04 $19.81
12.27 14.47 168.67 20.47 24.02
12.27 14.47 18.87 20.47 24.02
11.02 13.84 15.30 18.92 19.31
11.48 12.81 1472 16,28 17.34
12.60 14.31 16.80 17.8¢ 20.28
11.09 13.52 16.28 18.91 10.12
11.55 12.57 1483 18.59 19.08
12.08 13.08 15.47 16.81 19.60
10,27 1an 15.82 22.21 28.80
10.23 13.79 16.90 2242 28.80
12.02 13.70 15.19 18.65 18.38
12.47 14.08 15.82 18.99 190.72
11.90 13.45 14.87 18.42 17.42
13.84 14.36 16.83 18.69 18.08
i2.73 14.05 18.27 18.80 18.47
13.90 14.65 18.63 18.72 19.08
13.98 14.85 18.21 17.84 2039
11.48 12.28 13.60 18.68 10.87
13.78 14.48 16.67 16.68 10.39
11.60 12.50 14.10 16.80 16.69
11.43 1214 13.32 1519 16.58
1281 14.42 18.02 17.78 20.88
1218 1385 15.48 17.18 2007
12.28 14.13 18.83 17.21 19.83
12.00 1358 18.38 17.00 10.98
11.5¢ 12.66 14.42 16.26 17.61

£61
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> Naticoal Registry of Emergency Medical Technicizas, P.O. Bax 29233,
Cduﬂns.oﬂum. WWMA

> Nationa! Highway Safcty Admini EMS
Division, 400 Tth S SW., NTS-14, Washingson, DC. Im:-n:.

ktsa.dot. Ylems

P

Licensed Practical and Licensed
Vocational Nurses
(O*NET 29-2061.00)

Significant Points
* Training lasting about | year is available in about

1,100 State-approved progr mostly in ional
or technical schools.

¢ Nursing homes will offer the most new jobs.

® Job seckers in hospitals may face ion as the

mnnbuofhoquul;obsfofLPNsdecluu

Nmnol'lhewm
u!ﬂnlmu:(LPNs).ulmedvnmlm
(LVNS) as they are called in Texas and Califomia, care for the sick,
injured, convalescent, and disabled under the direction of physi-
cnnsmdmgmuedmm {The work of phiysicians ard surgeons
and d murses is described et in the Handbook.)
MoﬂLPNsmmtkbm:ba‘htm They take vital signs
such as temp blood pulse, and respination. They
dressings, give alcobol rubs and massages, apply ice packs and hot
mmu.uumm LPNs observe paticots and
report adverse to They collect
samples for testing, perform routine laboratory tests, feed patients,
and record food and fluid intake and output. They help patients

Professional and Retated Occupations 287

may make sppointments, keep records, and perform other clerical
daties. LPNs who work in private horaes also may prepare meals

and teach family members simple aursing tasks.

‘Working Conditions
Most licensed practical murses in hospitals and nursing homes work
2 40-hour week, but becxuse paticnts need around-the-clock care,
some work nights, weekends, and holidays. They often stand for
long periods and help patients move in bed. stand, or walk.
LPNsmayﬁmhmdsﬁommchunnls.ndmm.nﬂ
[ diseases such as b They are subject to back inju-
rics when moving patients and shock from electrical equipment.
They often must deal with the stress of heavy workloads. In addi-
tion, the paticats they care for may be confused, irrational, agitated,
or uncooperative.

Employment

Licensed practica) narses held sbout 700,000 jobs in 2000. Twenty-

aine percent of LPNs worked in nursing homes, 28 percent worked

in hospitals, and 14 percent in physicians' offices and clinics. Oth-

ers worked for home healthcare sevvices, residential care facilities,
y belp ies, or g ies; about |

Other Qualifications, and Advancement
AHSmumd'thofOnlmnbumLPNswmlh-
mummmnﬂamhmgnsmww

worsing program. A high school diploma, or equivalent, usually is
required for eatry, although some pre-grams accept candidates with-
mndqﬂmwmhmdnspanoflhyamm
n 2000, spproximatcly 1,100 State-appn
peactical nursing training, AIrmGolnnflomdammm-
rolled in technical or vocational schools, while 3 out of 10 were in
comnmity and junior colleges. Others were in high schools, hos-
pitals, and colleges and universities.
memlmmgmhnwlywlmimhdt

with bathing, dressing, and personal bygiene, keep them fe
abie, and care for their emotiomal aceds. in States where the biw
allows, they may administer prescribed medicines or start intrave-
nousﬂmds Some LPNs help deliver, care for, and feed infants.
LPNs may supervi Inmng i and xides.
LPNs in nunsing by i

bedeid heto eval.

a2 residents” ncods, develop care plaa, and spervise the care pro-
vided by oursing sides. In doctoes” offices and clinics, they ako

P care).
Gummﬂymhmmmmm
mmmmmw

nwsing, p
ofdmy.mmn.ndﬁmud. Clmulwmmllyuml
Muwmmm

LPNs shoukd bave s caring, ‘I'I!yshwldbe
Wymmmmuumwmh
stressfil. They stso should bave keen observational, decision mak-
ing, snd commmunicstion skilis. As pan of a bealthcare team, they
st be able to follow orders and work under close supervision.

Job Outiosk
of LPNsis 1o grow about as fast a3 the aver-
mﬁmmmmmnmnhw
carz neods of a mapidly growing elderly poputation and the geocral
growth of healthcare. Replacement needs will be a major source of
pbmnmywtmhvednmpumnuﬂy
Mﬂtm Nwmhmmﬂoﬂ'whmwmpbsﬁr
manhedemdePammudoﬂmg-
teom cre riscs. | addition to caring for the aged snd disabled,
mmﬂhdﬂwmmfwumm
of patients who bave boen discharged fro the hospital bt who
mnmwnmm
LPNa secking p itals may face ition, as
umdmmhmm Annuum;pn»
mdwmﬁﬂmmm

-,
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only in are being in " offices and
dimes. inclodi medical

cmm&zhrg:!ymadummwchﬂogy Asa result, employ-
ment of LPNs is projected to grow much faster than average in
these places as beatthcare expands outside the traditional hospital

setting.

Empk of LPNs is d to grow much faster than av-
cmgemhomebahhammﬁnnmmm:m
number of older persons with functional disabilities, pref-

erence for care in the home, and technological sdvances, which
make it possible to bring increasingly complex treatments into the
home.

Earuiogs

Median anrual earnings of licensed practical nurses weve $29,440
in 2000. The middie S0 percent earmed between $24.920 and
$34,800. The lowest 10 percent carned less than $21,520, and the
highest Iopacemnmedmtunnul.wo Median annua) eam-

ings in the i the hugest of licensed

practical nurses in 2000 were as follows:

Personnel supply services 335,750

Home health CATE SEEVIES —.rormme e eeme e 31,220

Nursing and personal cart BACIlIGES .. e cveecem i e e reeeeeee 29,980
il 23,450

Offices and clinics of medical dOCLOrS ——ceevvemceevemeee e 27,520

Related Occupations

£ PNs work closely with people while helping them. So do emer-
gency medical technicians and paramedics, social and human ser-
vice assi surgical technologists, and teacher assi

Sources of Additional Information

For information about practical nursing, contact:

> National League for Nursing, 61 Broadway, New York, NY 10006
Intemnet: hitp://www.ain.org

> National Association for Practical Nurse Edncarion and Sarvice, loc,
1400 Spring St Saite 330, Silver Spring. MD 20910.

> Nationa! Federation of Liccnsed Practical Nurses, inc., 893 US High-
way 70 West, Suitr 202, Garner, NC 27529-2597. -

Medical Records and Health
Information Technicians

of x rxys and laboratory tests, diagnoses, and treatment plans. Medi-
cal records and beatth information technicians organize and evalu-
ste these records for compicteness and accuracy.

Medical records and health information technicians begin to as-
sembie patients’ health information by first oaking sure their ini-
tial medical charts are compiete. They ensure alt forms are completed
mmmmwmmwmfmu
nthe ‘nth,
nthastod:nfy agr orgc! | infe

Tmmm@-mmmmmmmm
mhchs:ﬁmnmmlsmdmiy also, ondu:rhwledgeol’
discase processes. program to assign
the patient to one of severzl hundred “diagnosis-relfated groups,” or
DRG's. The DRG determines the amount the hospital will be reim-
bursed if the patient is covered by Medicare or other insurance pro-
grams using the DRG system. Technicians whe specialize in coding
are called beatth information coders, medical record coders, coder!

or coding falt In addition to the DRG system,
coders use other coding systems, such as those geared towards ambu-
laoey et

data oo hedn &

also use

peogr muhxlzmmdmlya
control foruse in legal
mnsplmmmvcys.wfnrmcmmuhm Tumor regis-
trars compile and maintain records of patients who have cancer to
provide information o physicians and for research studies.

Medical records and bealth information technicians’ duties vary
with the size of the facility. In large to medium facilities, techni-
mmnuyspeaalmmmnspeaoﬂmlthmfmum or super-
vise bealth o clerks and ionists while 8 medical
records and health info i dminis the depan-
ment. (See the statement on medica) 2nd health services managers
elscwhmemmeliandboolc) In snull hnhms.auedunukd medi-
cat records and health i
the department.

Conditi
Medical records and heafth information technicizns usmlly work &
40-hour week.  Somic overtime may be required. In baspitals—
where bealth information departments often are open 24 houars a
day, 7 days a week—technicians may work day, evening, and aight

Medical records and beakth information technicians work in
plannundm{unhleoﬂ'm This is one of the few health

(O*NET 29-2071.00)

Significant Points

® Medical records and health information technicians are
projected to be one of the fastest growing occupations.

*  High school students can improve chances of
mmammmwﬂ:m

p by taking physiology,

dical teominology, and cop

*  Most technicians will be employed by hospitals, but
job growth will be faster in offices and clinics of
physicians, nursing homes, and home health agenries.

Nature of the Work

Every time heaith care personne! treat a patient, they record what

uywmmummmmy This
the paticnt p their

rymmmdmednlbwy the results of examinations, reports

P in which there is little or no physical contect with

mmqwmwm information tecknicians
vary with the size of the facility.
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Registered Nurses

{O°*NET 29-1111.00)

blood pressure testing, and other health screening.  These nurses
cimsinconununityhﬂkheduuxim.
O« ional health or industrial nurses provide nursing care

Significant Points

®  The largest health care occupation, with more than 2
million jobs.

¢ One of the 10 occupations projected to have the largest
numbers of new jobs.

¢ Job opportunities are expected to be very good.

¢ Eamings are above age, particularly for ad
practice nurses, who have additional education or
training.

Natare of the Work
Registered nurses (RNs) work to promote heaith, prevent disease,
and help patients cope with illness. They are advocates and heaith

a8 work and otbers with minor inju-
nslndnllngscs medccmﬂgmcyun.mmﬂml
mmmgcfaﬁnhamlrnwy Theyllsooﬂer
health ing, assist with health

. md'nrkalvmtoldumfypo(umx! health or safety

problems.

Head nurses ot nurse supervisors direct nursing activities. They
plan work schedules and assign duties to aurses and aides, provide
or arrange for training, and visit patients to observe nurses snd to
msm'edxepmpaddlvuyofum. They aiso may see that records

are ined and exqui] and supplics are ordered.

Atth level, murse practitic provide basic primary
health They di: and treat mc \llmmd
injuries. Nurse also can ib but

certification and licensing requirements vary by State. Other ad-
vanwdmeemmehﬂecbamlumemlm:.cemfd

educators for patients, farailies, and When idi

d nurse anesthetists, and certified idwit Ad-
vmdwacucemnmmh:d:ueﬁumlandclm|
pnmce requirements beyond the basic nursing education and

rehabilitation. RNs also develop and manage nursing care plans;
instruct patients and their families in proper care; and help indi-
viduals and groups take steps to improve or maintain their health.
While State laws govern the tasks that RNs may perform, it is usu-
ally the work setting that detenuines their daily job duties.

Haspital nurses form the largest group of nurses. Most are staff’
nurses, who provide bedside nursing care and canry out medical
regimens. They also may supervise licensed practical nurses and
nursing zides. Hmulmmmﬂymmpwdwmm
such as surgery. room,
are, ormlmenlofaneu‘pamlx. Some may rotate among
departments.

Oﬂicemameforozmmmﬂlysm olﬁw:.dmn:.

and mnmmemus.‘l‘-c,,., P
for snd assist with and medica-
tions, dress wounds and incisions, assist with minor surgery, and
maintain records. Some also perform roxtine aboratory and office:
work.

Nersing home murses manage nursing care for residents with
conditions ranging from # fractare to Alzheimer's disease. Although
MoﬁuMmhememmaﬁmnmmvemdsm
sory tasks, RNs ak

such as loag-

wmrﬁnﬂmmhmwmﬂwmmﬁ
Hmhazllhmu.a,_ L

Aftes 1g paticnts’ home lheym[wanim—

struct patients and their famrilics. Home health nurses care for a

broad range of paticats, such 23 th ing from illn d

accidents, cancer, and childbirth. They nurst be able to work inde-
Public health nurses work in go and private

and clinics, schools, retirement cocmunities, and other commu-

afs, groups, and families to improve the overall bhealth of

- also work L . N

They P with P
and implement programs.  Public bealth surses instruct individa-
lk.ﬁmllu:.lﬁtm'mmhl‘hm cascp

of ail RNs.

Haph!l.nfu-bmwumm such as surgery,

vention, hik

They amange fc

of cancer patiexts. -
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ek s ey

or a clinical

s L . - P

i "—"uhuhahhfx:iliﬁ& Students

limicat inh

bility to cope with h ics, and other stresses.

Patients in bospitals and pursing bomes require 24-hour care; con-

Mmmmmmmmmm

and bolidays. RNs atso may be oo-call-—available to work on short

more likely to work regular business hours. Almost 1 in 10 RNs

held more than one job in 2000.
Nmmghasmhmxd;wﬂymhospmls.nmngbnmu.

with i

ke in zy. y, RUAT-
tion, psychology and nthﬂ' behaviorat sciences, and nursing.

Coursework also inctodes the fibera) arts.
Snpervxseddm! :xpurnn:uptwidad n huspmld:pln
d surgery. A grow-
irg mnbaofp:m nx:htbdnnnl w in nursing
homes, public health departments, home bealth agencies, and ambu-

fatory climics.

Nwsushou!dbewmgmdsympw. They must be able to

and elinics where nurses may care for &
discases. Nurses must observe rigid guidelines to guard against
disease and other dangers, sach as those posed by radiation, chemi-
cals used for sterilization of instruments, and anesthetics. In addi-
'nnn,dmeymvulna:b!etnhdm;wy-lu:mvmgpam

P lity, direct or supervise others, follow orders pre-
cxwly mdduummzwhmmhnmnm&md.

o moTe
respomsible pasitions. Nwasmmnz.mwm.wns-
sistant bead qurse or bead nurse. From there, they can advance to

shocks from el and hazards by comp dnmdnecux.mdmprsdﬂn. Increasingly, man-
gases. fcvel nursing require a grachzate degrec in nurs-
mgahahhmmmmdsommludaﬂup
iation skifls, s0d good Graduate p prepar-

Astbe' ’I eat o beld at mgamve—lﬂelmssmﬂyhslhoZyﬂls

Ilmnlhau’ohsmw Ahoﬂ}umofiphs'utmhomls,m
Ol!nlmmoa:ly o of-
’fmlndclmnofphymmdoduhauh home

Within patient care, nurses can advance to clinical nurse spe-
ci:l'm,mwﬂi!inm’,mﬁ&dm—nﬁdﬁfc.ormﬁﬁedng—
istered murse anesthetist. These pasitions require | or 2 years of

Mmmeagmu.mhmwhdplm
.schools, and g mder worked in resi-
deumlmﬁulms.munlmmrdwm
mmdi&n!m:.

ies, and private b

and public firms,
holds. About 1 out of 4 RNs

wurkedpmnm

Training, Other Qualifications, and Advancement
1o ali States and the District of Columbia, students must graduate
from an spproved nursing progras snd pass a national licensing
examination to obtain & nursing license. Nurses may be boensed
in more than one State, either by cxxmination, by endorsement of a
ficense issoed by another State, or through a muhi-State licensing
These are three cajor educations) paths to registered oursing:
associate degree in mursing (A-DN.), bachelor of science degree
in nursing (B.SN.), and diploma. A.D.N. programs, offered by
community and junior colleges, take about 2 to 3 years. Abowt
half of the 1,700 RN progrsms in 2000 were at the A D.N. level.

jeading to & master’s degree of, in some in-
mmnwﬂfm

Sumnmmmhbmmkofhum Their
Dursing L ona team equip them
to mamge smbulstory, m.hm:buhh.nddnwxmsa—
vices. Hﬂhbwewwmanﬂthhuhhphmmg
=d and quality Other corses.
work as college and university faculty or do research.

Job Outisek

Job oppormunities for KNs sre cxpected © be very good. Employ-
ment of registered norses is expected to grow faster than the aver-

~iuab-m.mhﬁmmmmlwhmimedm

who leave th ially as the mediam age of the regis-
teved nurse population continoes to rise.

Summmmmmdmw

thwbﬁdmwwmwmmm
mnqnhﬁedRNx. For mployers may

and diploms-ed 4 hachebor's

Many A D.
mmmww:h-huhwufmm
can often find s staff purse position snd then take advantage of
mwmnmm-m

fly weigh the pros
.ndmofmvﬂmmlB.‘l.N.mmhm:flheyduo,
their advancement opportumities wcaally are brosder. in fact, some
career pxths are open-only @ ooracs with bachelor's or sdwanced
degrees. A bachelor's degree is ofico y for s

trxining or
Fmthmpwﬁ-ilbtmbyw&-
mmmmmmammdw
problexns 1o be treated, snd an
care. hmhmd*mmmmhm
Iizﬁhnyumpqlebndmmummqw

whmummiwnuw

ly than in other muuyd

oursing care is likely to i

mmdm(dw-hm-numlhm

m-uhm)unﬁﬂynm_ﬂ Paticots sre being
wﬁs

i -zhmgduzmnm-

tive positions, and it is a p © grad:

both in xad tride ‘However, rapid growth
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is expected in hospital outpatient facilities, soch 23 those providing
chemotherapy.

same-day surgery, rehabilitation. and . Respiratory Therapists
in home b s d to grow rapidly.
Thssmwwhywmnmﬂﬁd’oﬂumm (O*NET 29-1126.00, 29-2054.00)
functional disabilities, consumer prefarence for care in the bome,
and technological advances that make it possible to bring increas- Significant Points
ingly complex treatments into the bome. The type of care d * H ts will continue to employ more than 8 out of

will require aurses who are able to perforn complex procedures.
Employment m nursing homes is expected to grow faster than
average due to increases in the siumber of elderly, many of whom
require long-term care. In addition, the financial pressure on bospi-
tals to discharge patients as 5000 a3 possible should produce more
nursing home admissions. Growth in units that provide specialized
long-term rehabilitation for stroke and bead injury patients oc that

lowdﬂwm,bmagwmgmmbuof
therapists will work in respiratory therapy clinics,
nursing homes, home health agencies, and firms that
supply respiratory equipment for hame use.

®  Job opportumities will be best for therapists with
cardiopulmonary care skills or experience working

mAIzhnmsvnmulhnllmuwbym with newborns and infants.

M 2P whick

ric d only in bospitals, are bemg perf mphysi- Nature of the Work

cians” olﬁu:mdduul:, fudi y sargi Respiratory therapists and Y ici; tso
emergency medical centers, A dingty is known as rexp Y care p fuxte, treat, and care
xomwfmm:wmﬂuphaummm for patients with breathing disords Resp ry therapists assume
expands. primary resp ility for ol resp y care including

In evolving i d health care ks, moTses ey cotate the supervi spiratory therapy icians. Resp ry therapy
among emp settings. B pbsm di hospital hricions p "_,_iﬁc.—'"“ d
mmmmmmwmmmmmnmmh irection of respa d phs lnclnu—

fAexible. Oy
'dudvuweded:nmandumg,

for purses

Earnings )

Median annual earnings of registered ourses were $44,840 in 2000,
The middie 50 percent earned between $37,870 and $54,000. The
lowest 10 percent eamed less than $31,890, and the highest 10 per-
cent camed more than $64,360. Median annual eamings in the
industries employing the largest anumbers of registered ourses in
2000 were as follows:

In this the term respiraiory therapists in-
To evat xts, respiratocy theragists wst the capacity of
They alo the patient's p iaf of hyd: (pH), which

Mdnauduyordhhnﬂyhvdofﬂzuood. To messure
hmg capacity, patients breathe into an instrument that measures the
volume and flow of oxygen during iukalation and exhalation. By
mhmmhmﬁrhm‘s%m
-uﬂn.!ldsu. i whether lung

ist. To analy oxmmbondnnde.mdpﬂlev—
els, thezapists draw an srterial blood smmple, place it in a blood gas

Persormel supply sexvices $46,860
i 435,730
Home heaith care services 43640 h and relay the resukts to a physician,
Offices and dinics of medica) doctors 43,480 Respiratory
Nursing and persoral cae facilities 4330

therapists tress all types of patients, nnging from

Many employers offer flexible work schedules, childenre, edu-
ational beacfits, and boonses.

Retated Occupations

Workers in other bealth with ilities and

MM»MMWmmmw
P physical thera-

pists, - . and respiratory . _

Sources of Additiona! Information
Famfmwmmnmn-medmndmm
cation, contact:
> Natioosl Leagne for Narsing, 61 Broadway, New York, NY 10006,
{ntcrnct: kttp/iwwwatuerg

For a list of B.S.N. and graduate: nursing programs, write to:
> mdmiwdhlmmm

p infants whose hngs sre oot fully developed, to elderty
people whose ungs are diseased. Tbsemsmunw-
rary relief to patients with chronic asth sswellas
Cmergency care to patients who are victims of a beart attack, stroke,
drowning, or shock
mmmwmnw or oxygen

Toincrease
apatient’s of ists pi mask
unﬂmhmlmmdnhmﬂu-nﬂnhd

ibed by a physici ists also connect patients who
mhuﬂzmﬁwmwmhnﬂm&hummd
axypen into the kgs. They! atoh tachea, or

windpipe; connect the tube 1 the ventilator; and set the rate, vob-

ume, and oxygen concentration of the oxygen mixture entering the

paticat’s lungs.
Mmﬂ&umﬂm If the

mmbbchvmgdiﬁmhy,or{memm&-

mwﬂﬁduwnmmmum

wmmmmm&mumwh

In b .

Suite 530, Washingwon, DC 20036. faeermet:
oa ourses also ks svailsble from:
Ave. SW., Weshiogton,

> Amcrican Norscs Association, 600
DC 20024-2571. bernet:

cach paticnts and
Mhﬁﬁabmmumhfemmm
Additionily, they visit scver! times 3 sonth 10 inspect and clesn
equipmernt and ensre its proper use and make cmergency visits, if
equipment problems arise.
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The largest, traditionally female-dominated health care occupation is registered
ourses (RNs). It has been asserted that there are too few RNs available today to meet
employers’ needs, that is, there is a shortage of nurses at the preseat time. It also has
been estimated that there could well be a shortage of RNs in the not-too-distant
future. This report will analyze the labor market conditions facing RNs and their
employers.

Who Are We Talking About?

The exact nature of RNs’ daily duties usually depends on the setting in which
they work *

® In hospitals, staff RNs typically “provide bedside nursing care and carry out
medical regimens.” They often supervise licensed practical nurses (LPNs) and
aides.

® Nurses who work in physicians’ offices usually prepare patients for exams and
help doctors perform them, give injections, apply dressings and sometimes
keep the offices’ records.

® Nursing home RN largely perform administrative and supervisory functions.
They also may evaluate the health of residents and work up treatment plans as
well as “perform difficult procedures.”

o Home health nurses “provide periodic services, prescribed by a physician” in
the homes of patients. They often work independently but also supervise home
health aides.

® Government and private agencies, schools, senior citizen centers and other

ity-based organizations employ public health nurses. They provide
instruction about such things as disease prevention and nutrition as well as
arrange for various health screenings.

. Occupational health or industrial nurses work at firms that engage them to
provide limited medical care. In addition to providing emergency assistance
and writing up accident reports, these RNs offer health counseling and help

with injections.
@ Head nurses or nurse supervisors perform such administrative and supervisory
functions as ting work schedules for and assigning duties to nurses and

aides, “provid[ing] or arrang{ing] for training, and visit{ing] patients to observe
nurses.”

® Nurse practitioners provide primary health care (i.e., prescribe medication and
otherwise diagnose and treat common acute ilinesses and injuries). Other
advanced practice nurses include clinical nurse specialists, nurse heti
and nurse midwives. They all must fulfill higher educational and clinical
experience requir thantho blished for the aforementioned groups.

“All information in this section s drawn from U.S. Burean of Labor Statistics. Qecupational
Outlook Handbook 2000-01 Edition unless otherwise ‘noted. Available at
[htep://stats.bls. gov:80/oco/ocos083 ktm]. (Hereafler cited as BLS, Occupational Outlook
Handbook.)
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with functional disabilities, ... many of whom will require long-term care,” explain
these disparate projected trends in RN employment by industry.”

Table 1. Employment of Registered Nurses, 1998 (actual) and
2008 (projected), by Industry

1998 Emplay 2008 Employ Change, 1998-2008
Industry % : %
Number | Distri- Number | Distri- | Number | Percent
bution bution T
Total, all ‘
industries - 2,078,810 100 2,529,674 100 450,864 217
Hospitals 1,238,720 60 1,336,476 53 97,756 79
Physicians’
offices 173,167 8 250,246 10 77,079 445
Nursing &
personal care 149,355 7 211,985 8 62,629 419
facilitics
Homebealth | 59 304 6 | 23557 9 106269 | 822
care services
Education,
public & 65,103 3 82,494 3 17,391 26.7
private
Personnel
supply 52,613 3 71,303 3 18,690 355
services
Federal
46,060 2 45,228 2 -833 -1.8
government
Local gov't,
excl.ed. & 43,570 2 48,800 2 5,230 120
hospitals
State gov't,
excl. ed. & 38,035 2 41,226 2 ~ %,191 ?§.4
hospitals h
Health & :
allied 32,336 2 53,739 2 21,403 66.2
services, nec*

Ibid.
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most new jobs over the 10-year period (450,864 or 2.2% of total job growth).
Technologxca.l advances that allow more medical problems to be treated and an
increasing number of older people who, compared to younger people, are more likely
to need medical care underlie the considerable increase in demand for RNs anticipated
in the next several years.

Substantial Retiree Replacement Needs. The need to replace workers
across all industries will accelerate as more members of the baby-boom generation
retire. Health care providers generally, and hospitals particularly as the largest
employer of RNs, could be among the industries most affected by this demographic
phenomenon because an above-average propomon of nurses are aged 45 and older
(39% of RNs versus 34% of all employees).” The U.S. Bureau of Labor Statistics
(BLS) estimates that employers will need to replace 331,000 RNs who are forecast
to retire between 1998 and 2008, with the majority of those retirements likely to
occur toward the end of the period when baby-boomers will be between 45 and 62
‘years old. Of the 794,000 total job openings projected for RNs through 2008, almost
42% could arise from the need to replace retirees.'’

The Supply of Registered Nurses

It usually is thought to be more difficult to estimate occupational labor supply
thand d. The ber of to the RN workforce can be discerned, in part,
by looking at data on graduates from programs that offer nursing degrees. The supply
of new workers to nursing can be estimated more easily than the supply to many other
occupations where college major is less determinative of the field into which the
student will go or where no formal education or training beyond high school typically
is required. By focusing on graduations alone, however, the supply of new RNs could
wellbeundemnedbecausctheavmlabﬂxtyofmmﬁ-omabroad—whoca.ncnm
the coumry permanently or as temporary workers'' — would be omitted. In order

 tod p the best possible esti of the prospective total supply of labor to RN
jobs, "leaven (e, 'RNs who take jobs in other occupations or who exit the labor
fomeformchmsonsasrenremunordlsabxhty)alsonnmbetakenmtoacwum

Review, N ber 1999, (Hereafter citsd as Braddock, Ocoup ! Empl
Projections.)

*Dohm, Arlene. Ganging the Labor Force Effects of Retiring Baby-B Monthly Labor
Review, July 2000.

WIb’d and Braddock. O p 1 r- P of

"qugnnursegmdummumtkemmymapemmbasuwhaasmhum of
Us. unmorhgalpmmxwhm,ormunploym%sedmm. They also
can eater as by obtaining an H-IC visa (CRS Report RS20164,
mwmry Adi of Nurses for Health Shortage Areas (P.L. 106-95),
byJoyeeV'ulct)ornnH—lemnfﬂ:qhawahadtbtxdngxee,onfthcymﬁman
or Canada, by applying for Trade NAFTA (North American Free Trade Agreement) status.
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Table 2. Graduates from Nursing Degree Programs, 1976-1998
Academic year " Number . Annugl percent change

1975-1976 77,065 —

1976-1977 71,155 0.90
1977-1978 77,874 0.15
1978-1979 77,132 095
1979-1980 75,523 209
1980-1981 73,985 2,04
1981-1982 74,052 0.09
1982-1983 77,408 T 453
1983-1984 80,312 375
1984-1985 82,075 220
1985-1986 71,027 615
1986-1987 70,561 839
1987-1988 64,839 .11
1988-1989 61,660 - . -4.90
1989-1990 66,088 7.18
1990-1991 72,230 9.29
1991-1992 80,839 1192
1992-1993 88,149 9.04
1993-1994 94,870 7.62
1994-1995 97,052 2.30
1995-1996 94,757 ) 236
1996-1997 91,421 -3.52
1997-1998 84,847 . .19

Source: DampmﬁedbyﬂwNanonachagnefoerngthmghl”S -1996 may be found in
Heath Burean of Health Professions, National Center for
fi jon and Analysis. United States Health Workforce Personnel Factbook.

1997-1998 are unofficial, unpublished data from the 1 Leagne for Nursing.
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Academic year . Number Annual percent change
2016-2017 29,126 -1.40
2017-2018 79413 -10.90
2018-2019 81,133 217
2019-2020 88,065 8.54

Source: National Advisory Council on Nurse Education and Practice. Report to the Secretary of
lheD:pamnaua[Healﬂl and Human Services on the Basic Registered Nurse Workforce. Health
ion, Burean of Health Professions, Division of Nursing, 1996.

-The Total Supply of RNs

The Division of Nursing built on its projected supply of grad; from basic
nursing education programs to develop a projection of the total supply of RNs. It was
produced by looking at such things as the historical trend in the proportion of the RN
population that is employed in nursing, economic and social forces evident in the early
1990s that were expected to influence RN employment (e.g., changes in women's
employment rate and in nurses’ salaries) and information on foreign graduate first-
time licensees. In addition, estimates of leavers were derived by taking into
consideration such things as trends in deaths among white women and in retirement
across all types of workers. The Division of Nursing expects to release new supply-
demand projections for RNs, based on more recent data, in summer 2001.

Although the total supply of RNs s projected to almost steadily increase through

2020, it is expected to do so at a diminishing rate. (See Table 4.) The falloffin the

growth rate could be particularly steep between 2005 and 2008, when an especially

large number of baby-boom RN (i.e., those born between 1948 and 1959) will start

reaching 55 years of age — an age “at which RNs have historically begun to reduce

- their labor participation.”"* Another sharp reduction in the growth rate is anticipated

between 2012 and 2013, when this large subset of baby boomers will reach what
‘typically are the waning years of a person’s working life.

?Minnick, Ann F. Retirement, the Nursing Workforce, and the Year 2005. Nursing Outlook,
September/October 2000. p. 211.
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A Shortfall of Registered Nurses?

As discussed below, the latest estimates from which supply and demand
conditions in the labor market for RNs may be observed point to a looming national
shortage unless pre-emptive actions are taken. In contrast, reports that nurses
currently are in short supply generally are anecdotal, or they relate to a specific kind
of nurse (¢.g., experienced nurses with specific skills as opposed to newly licensed
RNs) or specific geographic areas which suggest a maldistribution of labor rather than
a shortage per se.”

Projected Labor Market Conditions for RNs

A sense of future conditions in the RN labor market can be gleaned from a
comparison of the BLS demand projections and the Division of Nursing’s supply
projections. As shown in Table S, the estimated supply of RNs in 1998 exceeded the
number actually employed in that year by 142,190. Absent intervening actions, it is
not until some time late in the current decade that a shortage might occur: the supply
of RNs in 2008 is projected to fall just shy of demand, by 15,674 persons. The gap
could actually be slightly wider if the BLS and the Division of Nursing used the same
definition for RNs. The BLS categorizes RNs who principally are teachers or
managers in those non-nursing occupations; the Division of Nursing categorizes all
persons who have a nursing license as RNs. Nonetheless, the difference is so small
that some might regard it as indicating a balance of supply and demand.

Table 5. The First Comparison of Projected Supply and Demand
in the RN Labor Market

Year Supply of RNs* Demand for RNs®
1998 2,221,000 2,078,810
2008 2,514,000 2,529,674

Source: Supply data from Tabie 4 and demand data from Table 1.
“The supply figures for 1998 and 2008 are projections.
*The demand figure for 1998 is actual of RNs. Emp in 2008 isa

A very mmlar situation is revealed by companng the Division of Nugsing’s
supply and d d proj for RNs, despite the aft ioned difference in RN
definition, the fact that ‘the Division’s demarnd estimate uses a different methodology
than that employed by BLS"™ and the fact that it is based on statistics from the early

38ce, for example, The Center for Heatth Workforce Studies, School of Public Health,
University at Albany. Meeting Future Nursing Needs of New Yorkers: The Role of the State
University of New York. Rensselaer, NY, October 2000.

“For example, the Division of Nursing’s demand model develops forecasts for cach state that
(continued...)
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Table 6. The Second Comparison of Projected Supply and
Demand In the RN Labor Market

Year (as of December 31) sm"‘“n’g‘:’ w&w
1998 1,926,000 1,915,000
1999 1,957,000 1,943,000
2000 1,987,000 1,969,000
2001 2,014,000 1,999,000
2002 2,045,000 2,024,000
2003 2,075,000 2,048,000
2004 2,103,000 2,071,000
2005 2,128,000 2,095,000
2006 2,150,000 2,122,000
2007 2,169,000 2,148,000
2008 2,185,000 2,174,000
2009 2,197,000 2,202,000
2010 2,214,000 < 2,232,000
2011 2,232,000 2,262,000
2012 - 2,247,000 2,202,000
2013 2,256,000 2,322,000
2014 2,266,000 2,355,000
2015 2,277,000 2,391,000
2016 2,285,000 2,423,000
2017 2,290,000 2,459,000
2018 2,284,000 2,493,000
2019 2,281,000 2,532,000
2020 2,284,000 2,575,000

Source: Nationat Advisory Council on Nurse Education and Practice. Report to the Secretary of
rthemaﬂofHeakhdemSawwantheBaﬂcRegmudewWoerz Health
ion, Bureau of Health Professions, Division of Nursing, 1996.

* The full-time equivalent for part-time workers was calculated by applying the ratio of average
scheduted hours of part-timers to average scheduled hours of full-timers.
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Table 7. Employment, the Unemployment Rate and Medlan
Weekly Eamnings of Registered Nurses and of Professlonals

Overall, 1989-2000
Total employment (in Experienced Median weekly
h ds) mploy rate’ earnings®
Year All All Al
RNs profes- RNs profes- RNs profes-
sionals sionals sionals
1989 1,599 15,550 1.3 1.7 569 586
1990 1,667 15,800 1.1 20 608 610
1991 1,704 16,030 12 24 635 633
1992 1,799 16,370 1.1 26 ‘662 658
1993 1,855 16,893 13 26 687 680
1994 1,956 17,536 1.5 25 682 705
1995 1,977 18,132 1.5 25 695 718
1996 1,986 18,752 14 23 697 730
1997 2,065 19,245 1.5 21 710 750
1998 2,032 19,883 1.3 19 739 763
1999 2,128 20,883 1.1 1.9 750 800
2000 2,111 21,113 1.0 1.7 790 832

- Source: U.S. Bureau of Labor Statistics. Employment and Earnings, January issues
of various years, and unpublished data from Lhe Current Population Survey which
queries households.

*The ienced persons who had jobs as RNs imamediatety before their
spd.lof that is, it new eatrants and re-eatrants to the RN labor force. The
and rate series cover all employed persons.

‘Medumweddy cover wage and salary workers employed full-time. - Somewhat more
anpbyadRNswuxkpanhmc(ZX%)mmmdmaﬂpm&mmalwuﬂms(Zl%)wmgm
Division of Nursing and BLS data, respectively.
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(1998 and 2000), employers have thus far raised RNs’ wages to a lesser extent than
they did during the last alleged shortage.

The efficacy of higher wages at increasing the supply of already employed RNs,
as measured by their number of work hours, is open to question. According o a
survey that was administered to nurses who became licensed in New York State in
1999, 40% said they would be willing to work more hours if offered a higher salary.
Another 44% indicated that there were factors other than higher salaries that would
motivate them to put in longer hours (i.e., flexible hours, speciality of choice, different
shift or hours and other conditions), while 16.0% stated that they would not be willing
to do so under any conditions.* The objection of nurse advocates to hospitals’
current use of mandatory overtime to cope with a dearth of staff may reflect the
unwillingness of arguably overburdened RN to work more hours or to continue in
nursing under the present state of working conditions, in part because fatigue might
compromise the quality of care being rendered.”

Employment Growth. Ifan occupational shortage exists, comparatively fast-
paced employment increases are expected as well. Between 1989 and 1994, job
growth among RNs occurred much more rapidly than among professionals in general
(22.3% and 12.8%, respectively). (See Table 7) Since then, however, the relative
trend in employment is not consistent with the presence of a shortage: between 1995
and 2000, employment of RNs grew by 6.8% compared to 16.4% for all
professionals.

The slowdown in job growth among RN in the last several years appears to be
at least partly related to the spread of managed care across the nation. The
diminished rate of RN employment growth has been concentrated in hospitals,

DThe size of reported wage increases can vary greatly depending on such things as the
. definition of the occupation, how well the sample reflects the population from which it was
drawn, the relative size of the sample and the rate of response to the survey. Based on data
for hundreds of occupations that were culled from the Current Population Survey, which
queries about 60,000 households cach month and is conducted by the Census Bureau, the BLS
reported an increase of 5.3% betwoen 1999 and 2000 in the median weekly camings of full-
time wage and salary workers employed as RNs. In contrast, a health care staffing and
ing firm reported an 11.4% gain in nurses’ average annual salary in 2000. (Health
Workforce: In 2000, Average Salaries for Nurses Rose 11 Percent, Healthcare Consulting
Firm Says. Health Care Daily, April 30, 2001.) :

USalsberg, Edward S. State Nursing Shortage Issues: New York. Presentation at conference,
Hard Numbers, Hard Choices: A Report on the Nation’s Nursing Workforce, held February
14,2001 in Washington, D.C.

Gec, for example: Aiken, Linda H., with Sean P. Clarke, Douglas M. Sloane, Julic A.
Sochalski, Reinhard Busse, Heather Clark, Phyllis Giovannetti, Jennifer Hunt, Anne Marie
Rafferty and Judith Shamian. Nurses’ Reports on Hospital Care in Five Countries. Health
Affairs, May/June 2001; American Nurses Association. Nurses Concerned Over Working
Conditions, Decline in Quality of Care, ANA Survey Reveals. Press Relcase, February 6,
2001. Copy of the press release and survey arc available at: (hitp/www.nursingworld org};
and Federation of Nurses and Health Professionals. The Nurse Shortage: Perspectives from
Current Direct Care Nurses and Former Direct Care Nurses. April 2001.
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greater demands on the nation’s health care delivery system.*® While raising relative
wages, improving working conditions, upgrading the occupation’s image and
lowering education costs to promote recruitment may encourage more students to
become RN, these changes could tike some time to make themselves felt and their
effects could be dampened by the alternative career paths now open to women
Another means of bringing more workers into the field is through immigration.”
However, “eliminating the shortage would require immigration on an unprecedented
scale,” and as happened when the 105 and 106 Congresses increased the number
of H-1B visas for professional/specialty workers, the policy could prove to be a
controversial one.

%American Organization of Nurse Executi p on the Nursing Shortage: A
Blueprint for Action. October 2000. Available ax [hnpj/www aone.org].
3 According to the latest available data from the Immigration and Naturalization Service

(INS), thﬁemeSOORNsadmmedtotheUmtcdSmmleQSnlcgalpemanmt
residents under either the family-based or employment-based categories. The INS estimates
that 10,000 Canadians are now working temporarily in the United States as RNs on Trade
NAFTA visas. Alﬂmug,hfomgnnu:smggradnat&lalsomaymuﬂyhavemtemdthc
cmmyastunpomryworkmsouﬂ-rﬂ- fe P visas, their
numbers arc likely to be relatively small b nploy havelargclybembnngmgm
information technology workers in the visa category. (The number of H-1B visas issued in
FY2000 hit the cap of 115,000. ’1‘hcl06“‘Congmssmsedthevxsahmnml95000anmmlly
between FY2001 and FY2003.) In addition, the H-1C visa program allows only 500
mmmmyaﬁmusammrthewmyaahywwmrkwnpomMymhmnbpmfsmmal
slmnzgeams

#Byerhaus, Staiger and Auerbach, Implications of an Aging R ed Nurse Workforce,
p. 2953. The nuﬂmrs noted i Polxcy p to an Aging R .,' d Nurse Workforce,
Nurxmg ber 2000, v. 18, n0. 6, thatby2020ﬂzwpplyofﬁxll-

umeeqmva!anRNscouldbeMOOOfewenhanmadtomeetanployﬁ
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The largest, traditionally female-dominated health care occupation is registered
murses (RNs). It has been asserted that there are too few RNs available today to meet
employers’ needs, that is, there is a shortage of nurses at the present time. It also has
been estimated that there could well be a shortage of RNs in the not-too-distant
future. This report will analyze the labor market conditions facing RNs and their
employers.

Who Are We Talking About?

The exact nature of RNs’ daily duties usually depends on the setting in which

they work *.

eIn hosplta]s, staff RNs typically “provide bedside nursing care and carry out
medical regimens.” They often supervise licensed practical nurses (LPNs) and

aides.
® Nurses who work in phys:cums oﬂioes usually prepare panems for exams and
help doctors perform them, give injections, apply dressings and sc

keep the offices’ records.

o Nursing home RN largely perform administrative and supervisory functions.
They also may evaluate the health of residents and work up treatment plans as
well as “perform difficult procedures.”

o Home health nurses “provide periodic services, prescribed by a physman in
the homes of patients. They often work independently but also supervise home
health aides.

e Government and private agencies, schools, senior citizen centers and other
community-based organizations employ public health nurses. They provide
instruction about such things as disease prevention and nutrition as well as
arrange for various health screenings.

. Occupational health or industrial nurses work at firms that engage them to
provide limited medical care. In addition to providing emergency assistance
and writing up accident reports, these RNs offer health wunselmg and help
with injections.

[ Hnd nursa or murse supervisors perform such admxmstranve and supervisory
fi ting work schedules for and assigning duties to nurses and
aides, prmndﬁng] orarrang(ing] for training, and vnm[ing] patients to observe
nurses.”

¢ Nurse pmctmoners provide primary health care (i.e., prescribe medication and
otherwise di gt and treat gcute Mnmses and injuries). Other

dvanced nurses include clinical nurse specialists, nurse anesthetists
and nurse . midwives. They all must fulfill higher educational and clinical
experience requirements than those established for the aforementioned groups.

4All information in this section is drawn from U.S. Burean of Labor Statistics. Qccuparlanal
Outloot Handbook 2000-0! Edition unless otherwise noted.  Available at
[huttp://stats bls.gov-80/oc0/0cos083 htm). (Hereaftes cited as BLS, Occupational Outlook
Handbook.)
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with functional disabilities, ... many of whom will require long-term care,” explain
these disparate projected trends in RN employment by industry.”

Table 1. Employment of Registered Nurses, 1998 (actual) and
2008 (projected), by Industry

1998 Employment | 2008 Employment | Change, 1998-2008
Industry % %

Number | Distri- Number | Distri- | Number | Percent

bution bution Co

Total, all ‘
industri 2,078,810 100 2,529,674 100 450,864 217
Hospitals 1,238,720 60 1,336,476 53 97,756 79
offices 173,167 8 250,246 10 77,079 445
Nursing &
personal care 149,355 7 211,985 3 62,629 41.9
Eaciliti
Home health
care services 129,304 6 235,573 9 106,269 822
Education,
public & 65,103 3 82,494 3 17,391 26.7
private
Personnel
supply 52,613 3 71,303 3 18,690 355
services
Federal

* 46,060 2 45,228 2 -833 -1.8
government 22
Local gov't,
excl.ed & 43,570 2 48,800 2 5,230 12.0
hospitals
State gov't,
excl. ed. & 38,035 2 41,226 2 | 310 | _s4
hospitals b
Health &
allied 32,336 2 53,739 2 21,403 66.2
services, noc*

bid.
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most new jobs over the 10-year period (450,864 or 2.2% of total job growth).
Technologm.ladvanmthataﬂowmore medical problems to be treated and an
increasing number of older peoplewho compared to younger people, are more likely
to need medical care underlie the considerable ind d for RNs anticipated
in the next several years.

Substantial Retiree Replacement Needs. The need to replace workers
across all industries will accelerate as more members of the baby-boom generation
retire. Health care providers generally, and hospitals particularly as the largest
employer of RN&, could be among the industries most affected by this demographic

ph an above-averagy propomonufnumareagedﬁandolder
(39% of RNs versus 34% of all employees).” The U.S. Bureau of Labor Statistics
(BLS) estimates that employers will need to replace 331,000 RNs who are forecast
to retire between 1998 and 2008, with the majority of thosc retirements likely to
occur toward the end of the period when baby-boomers will be between 45 and 62
‘years old. Of the 794,000 total job openings projected for RNs through 2008, almost
42% could arise from the need to replace retirees. '

The Supply of Registered Nurses

It usually is thought to be more difficult to estimate occupational labor supply
than d d. The number of to the RN workforce can be discerned, in part,
by looking at data on graduatw from programs that offer mirsing degrees. The supply
of new workers to nursing can be estimated more easily than the supply to many other
occupations where college major is less determinative of the field into which the
student will go or where no formal education or training beyond high schoot typically
is required. By focusing on graduations alone, however, the supply of new RNs could
well be understated because the availability of nurses from abroad — who can enter
the country permanently or as temporary workers'! — would be omitted. In order

_to develop the best possible estimate of the prospective total supply of labor to RN
jobs, “leavers” (i.e., RNs who take jobs in other occupations or who exit the labor
force for such reasons as retirement or disability) also must be taken into account.

%(...continued)
Review, N ber 1999. (Hereafter cited as Braddock, Occup ! Empl
Projections.)

*Dohm, Ariene. Gauging the Labor Farce Effocts of Retiring Baby-Boomers. Monthly Labor
Review, July 2000.

b1, and Braddock, O 1 R, Prof

‘Y ko

”qugnmmcgmduammamﬂwwmnymapamambammhaasrdanmof
UsS. cmmsorlegnlpumananmdm,orasunployman-basedmngmm They also
can enter as temp by obtai an H-1C visa (CRS Report RS20164,
Immigration: Tempormy Admission of Nurses for Health Shortage Areas (P.L. 106-95),
byIayceViala)armH—lemnftheyhawabadﬂnrudegme,onfﬂwmﬁumMm
or Canada, by applying for Trade NAFTA (North American Free Trade Agreement) status.
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Table 2. Graduates from Nursing Degree Programs, 1976-1998

Academic year " Number -. Annual percent change
1975-1976 77,065 ) —
1976-1977 71,755 0.90
1977-1978 77,874 0.15
1978-1979 77,132 0.95
1979-1980 75,523 2.09
1980-1981 73,985 204
1981-1982 74,052 0.09
1982-1983 77,408 T 453
1983-1984 80,312 375
1984-1985 82,075 220
1985-1986 77,027 £.15
1986-1987 70,561 839
1987-1988 64,839 8.11
1988-1989 61,660 . -4.90
1989-1990 - 66,088 7.18
1990-1991 . 72,230 929
1991-1992 80,839 11.92
1992-1993 88,149 9.04
1993-1994 94,870 762
'1994-1995 97,052 230
'1995-1996 94,757 : 236
1996-1997 91,421 352
1997-1998 84,847 7.19

Source: mewmdbytheNaumalmgnememgthmshlws-lwﬁmaybermmdm
Heath R Burean of Health Professions, National Center for
Health jon and Analysis. United States Health Workforce Personnel Factbook.
Available at mfmbmmwmmwmml Data for 1996-1997 and
1997-1998 are unofficial, data from the National League for Nursing.
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Academic year . Number Annual percent change
2016-2017 89,126 -1.40
2017-2018 79413 -10.90
20182019 81,133 2.17
2019-2020 88,065 8.54

Source: National Advisory Council on Nurse Eduncation and Practice. Report to the Secretary of
the Department of Health and Human Services on the Basic Registered Nurse Workforce. Health
Resources and Services Administration, Burean of Health Professions, Division of Nursing, 1996,

-The Total Supply of RNs

The Division of Nursing built on its projected supply of graduates from basic
nursing education programs to develop a projection of the total supply of RNs. It was
produced by looking at such things as the historical trend in the proportion of the RN
population that is employed in nursing, economic and social forces evident inthe early
1990s that were expected to influence RN employment (e.g., changes in women’s
employment rate and in nurses’ salaries) and information on foreign graduate first-
time licensees. In addition, estimates of leavers were derived by taking into
consideration such things as trends in deaths among white women and in retirement
across all types of workers. The Division of Nursing expects to release new supply-
demand projections for RNs, based on more recent data, in summer 2001.

Although the total supply of RNs s projected to almost steadily increase through

2020, it is expected to do so at a diminishing rate. (See Table 4.) The falloffin the

growth rate could be particularly steep between 2005 and 2008, when an especially

targe number of baby-boom RN (i.e., those bom between 1948 and 1959) will start

reaching S5 years of age — an age “at which RNs have historically begun to reduce

- their labor participation.”'? Another sharp reduction in the growth rate is anticipated

between 2012 and 2013, when this large subset of baby boomers will reach what
typically are the waning years of a person’s working life.

"2Minnick, Ann F. Retirement, the Nursing Workforce, and the Year 2005, Nursing Outlook,
September/October 2000. p. 211,
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A Shortfall of Registered Nurses?

As discussed below, the latest estimates from which supply and demand
conditions in the labor market for RNs may be observed point to a looming national
shortage unless pre-emptive actions are taken. In contrast, reports that nurses
currently are in short supply generally are anecdotal, or they relate to a specific kind
of nurse (e.g., experienced nurses with specific skills as opposed to newly licensed
RNs) or specific geogmphlc areas which suggest a maldistribution of labor rather than
a shortage per se."

Projected Labor Market Conditions for RNs

A sense of future conditions in the RN labor market can be gleaned from a
comparison of the BLS demand projections and the Division of Nursing’s supply
projections. As shown in Table 5, the estimated supply of RNs in 1998 exceeded the
number actually employed in that year by 142,190. Absent intervening actions, it is
not until some time late in the current decade that a shortage might occur: the supply
of RNs in 2008 is projected to fall just shy of demand, by 15,674 persons. The gap
could actually be stightly wider if the BLS and the Division of Nursing used the same
definition for RNs. The BLS categorizes RNs who principally are teachers or
managers in those non-nursing occupations; the Division of Nursing categorizes all
persons who have a nursing license as RNs. Nonetheless, the difference is so small
that some might regard it as indicating a balance of supply and demand.

Table 5. The First Comparison of Projected Supply and Demand
in the RN Labor Market

Year Supply of RNs* Demand for RNs®
1998 2,221,000 2,078,810
2008 2,514,000 2,529,674

Source: Supply data from Table 4 and demand data from Table 1.
“The supply figures for 1998 and 2008 are projections.
*The demand figure for 1998 is actal )| of RNs. Empl in 2008 is a

A very similar situation is revealed by comparing the Division of Nursing’s
supply and d d projections for RNs, despite the aforementioned difference in RN
definition, the fact that the Division’s demand estimate uses a different methodology
than that employed by BLS'* and the fact that it is based on statistics from the early

"See for example, The Center for Health Workforce Studies, School of Public Health,
at Albany. Meeting Future Nursing Needs of New Yorkers: The Role of the State
University of New York. Rensselaer, NY, October 2000.

“For example, the Division of Nursing’s demand mode] develops forecasts for each state that
(continued...)
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Table 6. The Second Comparison of Projected Supply and
Demand in the RN Labor Market

Year (as of December 31) szs:v’;;tﬁ’g':':‘ D‘:‘:;"J::‘f&‘,‘.""
1998 1,926,000 1,915,000
1999 1,957,000 1,943,000
2000 1,987,000 1,969,000
2001 2,014,000 1,999,000
2002 2,045,000 2,024,000
2003 2,075,000 2,048,000
2004 2,103,000 2,071,000
2005 2,128,000 2,095,000
2006 2,150,000 2,122,000
2007 2,169,000 2,148,000
2008 2,185,000 2,174,000
2009 2,197,000 2,202,000
2010 2,214,000 - 2,232,000
011 2,232,000 2,262,000
2012 2,247,000 2,292,000
2013 2,256,000 2,322,000
2014 2,266,000 2,355,000
2015 2,271,000 2,391,000
2016 2,285,000 2,423,000
2017 2,290,000 2,459,000
2018 2,284,000 2,493,000
2019 2,281,000 2,532,000
2020 2,284,000 2,575,000

Source: National Advisory Council on Nurse Education and Practice. Report (o the Secretary of
the Department of Health and Human Services on the Basic Registered Nurse Workforce. Health
Resources and Services Administration, Burean of Health Professions, Division of Nursing, 1996.

* The full-time equivalent for part-time workers was calculated by applying the ratio of average
schednled hours of part-timers to average schednled hours of fufl-timers.

77-816 02-8
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Table 7. Empioyment, the Unemployment Rate and Median
Weekly Eamings of Registered Nurses and of Professlonals
Overall, 1989-2000

Total employment (in Experienced Median weekly
h ds) ployment rate* earnings®
Year Al All All
RNs profes- RNs profes- RNs profes-
sionals sionals sionals
1989 1,599 15,550 1.3 1.7 569 586
1990 1,667 15,800 1.1 2.0 608 610
1991 1,704 16,030 12 24 635 633
1992 1,799 16,370 11 2.6 '662 658
1993 1 1,855 16,893 13 26 687 680
1994 1,956 17,536 15 25 682 705
1995 1,977 18,132 15 25 695 718
1996 1,986 18,752 14 23 697 730
1997 2,065 19,245 15 2.1 710 750
1998 2,032 19,883 1.3 1.9 739 763
1999 2,128 20,883 1.1 19 750 800
2000 2,111 21,113 10 1.7 790 832

- Source: U.S. Bureau of Labor Statistics. Employment and Earnings, January issues

of various years, and unpublished data from the Current Population Survey which
queries households.

“The i d mp rat pe:sonswhohadjd)sasRNslmmedmclybcfnnthm

spell of that is, it new to the RN labor force. The
and mwmiawv:raﬂemplcyedpexsons

* Median weekly cover wage and salary workers employed full-time. Somewhat more

earnings
employed RNs work part-time (28%) compared o all professional workers (21%) according to
Division of Nursing and BLS data, respectively.
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(1998 and 2000),” employers have thus far raised RNs’ wages to a lesser extent than
they did during the last alleged shortage.

The efficacy of higher wages at increasing the supply of already employed RNs,
as measured by their mumber of work hours, is open to question. According to a
survey that was administered to nurses who became licensed in New York State in
1999, 40% said they would be willing to work more hours if offered a higher salary.
Another 44% indicated that there were factors other than higher salaries that would
motivate them to put in longer hours (i.e., flexible hours, speciality of choice, different
shift or hours and other conditions), while 16.0% stated that they would not be willing
to do so under any conditions.* The objection of murse advocates to hospitals®
current use of mandatory overtime to cope with a dearth of staff may reflect the
unwillingness of arguably overburdened RNs to work more hours or to continue in
nursing under the present state of working conditions, in part becausc fatigue might
compromise the quality of care being rendered.”

Employment Growth. Ifanoccupational shortage exists, comparatively fast-
paced employment increases are expected as well. Between 1989 and 1994, job
growth among RNs occurred much more rapidly than among professionals in general
(22.3% and 12.8%, respectively). (See Table 7) Since then, however, the relative
trend in employment is not consistent with the presence of a shortage: between 1995
and 2000, employment of RNs grew by 6.8% compared to 16.4% for all
professionals.

The slowdown in job growth among RN in the last several years appears to be
at least partly related to the spread of managed care across the nation. The
diminished rate of RN employment growth has been concentrated in hospitals,

DThe size of reported wage increases can vary greatly depending on such things as the
. definition of the occupation, how well the sample reflects the population from which it was
drawn, the relative size of the sample and the rate of response to the survey. Based on data
for hundreds of occupations that were culled from the Current Population Survey, which
queries about 60,000 households each month and is conducted by the Census Bureau, the BLS
reported an increase of 5.3% between 1999 and 2000 in the median weekly earnings of full-
time wage and salary workers employed as RNs. In contrast, a health care staffing and
ing firm reported an 11.4% gain in nurses’ average anmual salary in 2000. (Health
Workforce: In 2000, Average Salaries for Nurses Rose 11 Percent, Healthcare Consulting
Firm Says. Health Care Daily, April 30, 2001.) .

USalsberg, Edward S. State Nursing Shortage Issues: New York. Prescutation at conference,
Hard Numbers, Hard Choices: A Report cn the Nation’s Nursing Workforee, held February
14, 2001 in Washington, D.C. ’

BSee, for example: Aiken, Linda H., with Sean P. Clarke, Douglas M. Sloane, Julie A
Sochalski, Reinhard Busse, Heather Clark, Phyllis Giovannetti, Jexmifer Hurt, Anne Marie
Rafferty and Judith Shamian Nurses’ Reports an Hospital Care in Five Countrics. Health
Affairs, May/June 2001; American Nurses Association. Nurses Co. d Over Working
Conditions, Decline in Quality of Care, ANA Survey Reveals. Press Release, February 6,
2001. Copy of the press release and survey arc available at: [http/fwww.nursingworid.org);
and Federation of Nurses and Health Professionals. The Nurse Shortage: Perspectives from
Current Direct Care Nurses and Former Direct Care Nurses. April 2001.
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greater demands on the nation’s health care delivery system.*® While reising relative
wages, improving working conditions, upgrading the occupation’s image and
lowering education costs to promote recruitment may encourage more students to
become RN, these changes could take some time to make themselves felt and their
effects could be dampened by the alternative career paths now open to women.
Another means of bringing more workers into the field is through immigration.*!
However, “eliminating the shortage would require immigration on an unprecedemed
scale,” and as happened when the 105® and 106™ Congr d the

of H-1B visas for professional/specialty workers, the policy could prove to be a
controversial one.

7, Organization of Nurse E i on the Nursing Shortage: A
Blueprint for Action. Qctober 2000. Avaﬂable at [!mpjlwww aonc.org).

3 According to the latest available data from the Immigration and Naturalization Service
(INS), there were 2,500 RNs admitted to the United States in 1998 as legal permanent
residents under either the family-based or employment-based ies. The INS esti
that 10,000 Canadians are now working temporarily in the United States as RNs on Trade
NAFTA visas. Although foreign mu:inggmdxmalsomaymcmﬂybavemﬂm
country as temporary workers on H-1B (professional/specialty occupation) visas, their
nnmbmmhkelytobe datively small b employers have largely been bringing in

logy workers in the visa category. (The number of H-1B visas issued in
FY2000 hit the cap of 115,000. The 106® Congress raised the visa limit to 195,000 annually
between FY2001 and FY2003.) In addition, the H-1C visa program allows only 500
nonimmigrant nurses to enter the country each year to work temporarily in health professional
shortage arcas.

Staiger and Auerbach, Impli of an Aging R d Nurse Workforce,
p. 2953. Theauthnmnotedml’ohcy p toanAgmg" istered Nurse Workfx
Nursing E ber 2000, v. 18, 10.6, ﬂutbyZOZOthampplyoffun-
demand.

time equivalent RNs could be 400,000 fewer than needed to meet employer
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In summary, recruitment and retention of both nurses and nurse aides are
major concemns for health care providers. Experts and providers are
reporting a current shortage of nurses, partly as a result of patients'
increasingly complex care needs. While comprehensive data are lacking
on the nature and extent of the shortage, it is expected to become more
serious in the future as the aging of the population substantially increases
the demand for nurses. Moreover, several factors are combining to
constrain the current and future supply of nurses. Like the general

. population, the nurse workforce is aging, and the average age of a

registered nurse (RN) increased from 37 years in 1983 to 42 in 1998.
Enrollments in nursing prograrns have declined over the past 6 years,
shrinking the pool of new workers to replace those who are retiring. In

" addition, numerous studies report decreased levels of job satisfaction

among nurses, potentially leading to their pursuing other occupations.

Demographic ch over the ing decades may also worsen the
shortage of nurse aides tn hospitals, nursing homes, and home health care
settings. With the aging of the population, demand for nurse aides is

" expected to grow dramatically, while the supply of workers who have

traditionally filled these jobs will remain virtually unchanged. According to
the Institute of Medicine (I0M), advocacy groups, and provider
associations, a serious shortage of nurse aides already exists. Retention of

- nurse atdes is a significant problem for many providers, with some studi

reporting annual turnover rates for aldes working in nursing homes
approaching 100 percent. Several factors contribute to providers’ difficulty
in both hiring and retairing nurse aides, including relatively low wages and
few benefits. In addition, research has found that the physical demands of
the work and other aspects of the workplace environment lead to
difficulties in retaining nurse aides. In 1999, 30 states indicated that they
were addressing nurse aide recruitment and retention through task forces,
initiatives, and research. The federal government and provider groups also
have begun to address this issue. However, few studies have evaluated the
effectiveness of these efforts. ’

Background

RNsandllcensedpm&imlnmses(l.PN)aiemspomlblefornlarge

- portioh of the health care provided in this country. RNs make up the

largest group of health care providers, and, historically, have worked
predominantly in hospitals; a smaller number of RNs work in other

- settings such as ambulatory care, home health care, and nursing homes.

(See table 1.) Their responsibilities may include providing direct patient
care in a hospital or a home health care setting, managing and directing
complex nursing care in an intensive care unit, or supervising the

Page 2 Tt QAD0)-TEOT
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maintain a registry of nurse aides working in nursing homes who have
passed their competency evaluations; no such requirement exists for aides
working in home health care.* For nurse aides working in hospitals, there
are no federal requirements related to certification, training, competency
eva.luaﬂons, or aregisuy. c

‘Demographic and Job
" Satisfaction Factors
-Could Worsen

- Shortage of Nurses

The nation's healﬂ\ care pmvlders are reporting a shortage of nursesin a
range of settings. Although comprehensive data are lacking to describe the
nature and extent of the current shortage, there is évidence of a growing
demand for nurses with skills to treat patients with complex care needs.
Furthermore, shortages can affect the quality of care. The shortage is
expected to worsen as the aging population increases demand and fewer
people enter the nurse workforce. Job dissatisfaction among nurses may

further reduce the strength of the nursing supply.

Current Nurse Shortage Is
Due to ngeral Factors

Providers and experts around the country have reported that the nationis
currently facing a shortage of nurses. There is a lack of comprehensive
national data to describe the full nature and extent of the shortage, but
several types of information point to an existing shortage. For example,

- California reported an RN vacancy rate of 8.6 percent for all employers in

1997, with hospitals xepotdng arate of 9.6 percent, nursing homes 6.9
percent, and hoine health czre 6.4 percent. The Dallas-Fort Worth Hospital
Council reported vacancy rates for 2000 of 9.3 percent for RNs in

" emergency.depaitments and'16.9 percent for RNs in critical care units. A

recent survey of providersin Vermont found that nursing homes and home

- health care agencies had RN vacancy rates of 16.9 percent and 9.8 percent,

whﬂehosplmshadanRNvacmcymﬁeoMSpement(up
ﬁmnlzpementmli)%) :

An important facwr in the current shortage is the higher proportion of
patients having more complex care needs, which increases the demand for
nurses with training for specialty areas such as critical care and
emergency departments. In addition, the increased use of technology in
care settings has increased the demand for a higher skill mix of RNs.
Furthermore, the expansion of care delivery settings—such as home
health care and community-based health care delivery systems—has
increased the job opportunities avaflable and demand for these workers.

42 US.C. Section 139613 (eX2XA) and 42 US.C. Section 1396r(e}2XA)-

Page 4 . GAO-01-T50T



fewer than one in three were younger than 40 in 2000. During the same
period, the percentage of nurses under age 30 dropped from 25t0 9 -
percent. As shown in figure 1, the age distribution of RNs has shifted

dr ti up 1. The ber of aged 25 to 29 decreased from
about 296,000 in 1880 to about 177,000 tn 2000, while the number aged 45
to 49 grew from about 163,000 to about 465,000.

Figure 1: Age Di ot the Regt d Nurse Pop 1980 and 2000
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or very dissatisfied with their job, and about half (61 percent) were much
less satisfied with theixjob than they were 2 years ago.”

Job d:saﬁsfacuon is a primary reason cited for nurse retention problems.
As of March 2000, 18.3 percent of RNs reported not being empioyed in
nursing, up slightly from 17.3 percent in 1992. A recent survey reported
that the national turnover rate among hospital staff nurses was 16 percent,
up from 12 percent in 1996.* Nursing home and home health care industry
surveys indicate that nurse turnover is an issue for them as well. In 1997, a
survey sponsored by the American Health Care Association (AHCA) of 13
riursing honie chains tdentified a 61-percent turnover rate for RNs and
LPNs.” A 2000 national survey of home health care agencies reported a 21-
percent turnover rate for RNs and 24-percent turnover rate for LPNs.*

Demographic
-Changes, Low
Compensation, and
: Difficult. Working
: Conditions Contribute
. to Shortage of Nurse

Demographic changes over the coming decades may also worsen the
shortage of nurse aides. With the aging of the population, demand for
nurse aides is expected to grow dramatically, while the number of persons
who have traditionally filled these jobs will change very little. Retention of
nurse aides is currently a significant problem for many hospitals, nursing

- homes, and home health care agencies, with some studies reporting

annual turngver rates for aides working in nursing homes approaching 100
percent. Low wages, few benefits, and difficult working conditions
contribute to recruitment and retention problems for nurse aides. High
turnover can contribute to both increased costs to the facility and
problems with quality of care.

Demographic Trends Will
Continue to Increase
Demand for Nurse Aides

Several factors have contributed to growing demand for nurse sides to
provide health and long-term care services. In the decade between 1888
and 1998, the number of employed nurse aides increased 40 percent.
Medical advances that have allowed people with chrontc flinesses and

BThe Nurstng Executive Center, The Nurse Perspective: Drivers of Nurse Job Satisfaction
and (Wi D.C.: The Advi: Board C 2000). .

“mﬂmwmdﬂmm&mmm

American Health Care Association, Fhcts and Trends 1999, The Nursing Facitity
Sourcebook (Washington, D.C: AHCA, 1099).

wgwwmﬂmmamwm
2001 (Oakland, N.J.: Hospital & Healthcare Compensation Service, 2000).

Page 8 o GAO-01-750T
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Figure 2: Decllne in Elderly Support Ratlo Expected, 2000 to 2040

45 Workers per person 85 and older
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Source: GAO analysis of U.S. Census Bureau Projections of Total Resident Popation, Middle
Series, Decamber 1899.

Over the next several years, even before the baby boomers begin retiring,
nurse ajde jobs are expected to be among the fastest growing in the
workforce. The 40-percent increase in nurse aide employment from 1988
to 1998 is fn contrast to the 19-percent increase in the number of persons
employed in the overall labor market. From 1998 to 2008, the overall
number of nurse aide jobs is projected to grow an additional 36 percent—
from 2.1 million to 2.9 million jobs—compared to the 14-percent projected
growth in all jobs. Jobs for nurse atdes working in home health care are
projected to Increase even faster, namely by 68 percent, from 746,000 in
1998 to 1.2 million in 2008.

- . .

Recruitment and Retention
of Nurse Aides Is Widely
Reported To Be a Problem

Numerous reports and media accounts in recent years have described the
inability of a range of providers to hire and retain adequate numbers of
nurse aides. However, little analytical work has been conducted to assess
the nature or overall magnitude of the paraprofessional nursing staff

Page 10 . GAO-01-T50T
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17 percent in 2000, up from 11 percent in 1999. A recent survey of
providers in Vermont found high vacancy rates for nurse aides,
particularly in hospitals and nursing homes; as of June 2000, the vacancy
rate for nurse aides in nursing homes was 16 percent, in hospitals 16
percent, and in home health care 8 percent.

Providers also face problems with retention of nurse aide staff. Available
data indicate nurse aide turnover in nursing homes and home health care
agencies is much higher than the labor force in general (13 to 18 percent)

- or the service workforce (20 percent).® Annual turnover rates among aides
-working in nursing homes are reported to be from about 40 percent to

more than 100 percent. In 1998, a survey sponsored by AHCA of 12 nursing
home chains found 84-percent turnover of nurse aide positions.” A recent
national study of home health care agencies identified a 28-percent
turnover rate among aides in 2000, up from 19 percent in 1994.%

Lower Wages, Fewer
Benefits, and Difficult
Work Conditions Linked to
Nurse Aide Turnover

Studies have cited low wages and few benefits as factors contributing to
nurse aide turnover. Our analysis of national wage and employment data
from BLS indicates that, on average, nurse aides receive lower wages and
have fewer benefits than workers generally; this is particularly true for
those working in nursing homes and home health care.* In 1999, the
national average hourly wage for aides working in nursing homes was
$8.29, compared to $9.22 for service workers and $15.29 for all workers.
For aides working in home health care agencies, the average hourly wage
was $8.67, and for aides working in hospitals, $8.94. Aides working in

BComprehensive national data on nurse side turnover are not svailable, and caution must
be used when comparing turnover rates from different studies. While nurse alde turnover
memmdnmmmmm.wmwhm
number of nurse aide poaitions, there is no dard method for

roethods used in different studies vary. nhmwmmmmm-
very short tenure on the job contribute most to high turnover rates. Some nurse aide .
positions may turm over several times during a given year, while others may not turn over
for several years.”,

PAHCA, Stafting of Nursing Services tn Lang Term Care: Present Issues and Prospects for
the Future (Weshington, D.C: AHCA, 2001).

“Hospital & mwmﬂmma&mwm
2001 (Oakland, N.J.: Hospital & Healthcare Compensation Service, 2000) and Hospital &
Healtheare Ce Bervice, He Salary & Benefits Repart 19941096 (Oakiand, *
NJ-MM&WeCanpﬂmﬂanm 1994).

WWWMwmwnmmmmm
homes, and home health care are presented tn app. L
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In another study, the degree of nurse aide involvement in resident care
planning was superseded only by the condition of the local economy as a
factor affecting turnover.” For example, in facilitles where nursing staff
were percefved to accept aides’ advice and suggestions or simply
discussed care plans with aides, the tumoyer was lower than in those
facilities where aides were not involved in care planning.

High Nurse Aide Turnover

May Lead to Higher
Provider Costs and Quality
of Care Problems

Negative effects—related to both costs for the facility and quality of :
patient care—have been associated with high tumover. Direct provider
costs of turnover include recruitment, selection, and training of new staff,
overtime, and use of temparary agency staff to fill gaps. Indirect costs
associated with turnover include an initial reduction in the efficiency of
new staff and a decrease in nurse aide morale and group productivity,

High turnover can disrupt the continuity of patient care—that is, ajides may
lack experience and knowledge of individual resid or client
Furthermore, whmﬁmoverleadstostaﬂshomga,nmslnghome
residents may suffer harm b of the t ber of resident:
the remaining staff must care for, resulting in less time to care for each
resident. The recent HCFA report to Congress that found a direct
relationship between nurse staffing levels in nursing homes and quality
also found a direct relationship between nurse aide staffing levels and the
quality of resident care. HCFA's analysis of the three states’ data -
demonstrated that, after controlling for case mix, there is a minimum
nurse atde staffing threshold below which quality of care may be seriously

¥ Moregver, 54 percent of the facilities in the three states were
not staffing at that minimum threshold level®

*Banaszak-Holl, Jane and Marilyn A. Hines, “Factors Assoctated with Nursing Home Staff
Tumnover’, The Gerontologtst, Vol 36, No. 4 (1996), pp. 512-17.

“MmhﬂmhthembmmNewYuk. Ohio, and Texas for calendar years
lwhndlm

‘Nm-uuu.mmmmmmaaoomwmw
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,aides, concernis have been raised that funds may not always be used as
"intended. Few states have addressed the issue of benefits for nurse aides.
According to a 1999 study, only three states had considered or taken
action to require any form of benefits for nurse aides and other workers.”

Initiatives to improve training and opportunities for career advancement
have been undertaken by states as well as providers. States and providers
are experimenting with specialized training for nurse aldes in targeted
patient care areas, such as treatment of persons with dementia, and are

- developing career ladders that offer aides a chance to fmprove thefr skills
.while also advancing their careers. For example, according to
Massachusetts officials, the Massachusetts’ Nursing Home Quality
Initiative provides $5 million in fiscal year 2001 specifically to develop
competitive nurse aide career ladder grants and to encourage the
development of partnerships of concemed groups, including community
colleges and workforce investment bo: M

Initiatives that focus on workplace and social supports for nurse aides fall

. into two categories. The first type of support targets the structure of the
aides’ work environment, focusing on issues such as nurse alde .
participation in care planning and the empowerment of nurse aides to act

- on their special knowledge of their clients. For example, the Wellspring
Program in Wisconsin is an alliance of 11 providers whose app h is
based on the idea that management should foster quality of care with .
appropriate policies, but decisions on policy implementation should be left

-to the front-line workers who are most familiar with residents’ needs.

The second type of support focuses on general work skills and social
supports for nurse aides. For example, the lowa Caregivers Association, a
nonprofit organization representing nurse aides, recetved state funding to
develop a pilot project to determine the effect on nurse aide recruitment
and retention of employee supports such as workshops on teamwork and

The staten identified In the study were Hawail, Idaho, and Maine. See North Carolina
Division of Facility Services, wmmmmmmmmwm
Retention of Nurse Alde and Other P (Raleigh, N.C.: Sept.
1899).

“The federal Worklorce Investment Act of 1998 required states und locallties to develop
mummmummmmmmmmmm-

' and helps develop
mmmmwammmmramwu
tmplementing the system in their Jocal area.
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retention issues for nurse aides. Additional evaluation is needed to
determine which initiatives are most effective. More detailed data are also
needed to delineate the extent and nature of nurse and nurse aide
shortages to assist in planning and targeting corrective efforts. As the
federal government focuses more on the nursing workforce in hospitals,
nursing homes, and home health care, support for the evaluation of efforts
to increase the supply of nurses and nurse aides may also help identify
more effective steps to ameliorate the shortage.

Chairman Jeffords arid Ranking Member K dy, this concludes my
statement. I would be happy to answer any questions that you or Members
of the Committee may have.
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Appendix I: Demographic and Employment
Characteristics of Nurse Aides

Nurse aides work for a variety of employer types and in a variety of
settings. Of the approximately 2.2 million nurse aides employed in 1999,
most work either in nursing homes, hospitals, or home health care. (See
fig. 3.) Nurse aides compose a much smaller percentage of total employees
in hospitals than they do in either nursing homes or home health care.
(See fig. 4.) In contrast, nurses make up the largest portion of hospital
employees, and a smaller share of workers in nursing homes and home
health care.

‘Figure 3: Nurse Alde Employment by Setting, 1999

Home health

Hospital

Nursing home

Other

mem.muwmmmﬁmwm.wmw
tomporasy staffing agencles.

Source: GAO analysis of Buresu of Labor 1999 ¢ Stafistics data.
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Flgure §: Growth in Nurse Alde Employment, 1838-1988 and Projected to 2008

3.50 . Number of nures aidee (tn mittions)
3.00

250

1988 1900 . 1992 1904 1996 1908 2008 proj.
Yeoar

Source: Bureau of Labor Statistics, Monthly Labor Roview.

Compaxedwthewotkforoemgenanmsealdwmmoreukdytobe
fmmle,nomwtﬂte,mmrﬂed,andwiﬁdﬂldmnathome.(SeetnbleZ.)
While half of all workers and about two-thirds of service workers are
womeryBOtoDOpaeentofnutsealdesmwomlnaddﬁon.mnse
aldestendtobesomewlmyotmgerﬂmntheovmnwmﬂome, and a high
proporﬂonmminoﬂﬂes.Abomhalfotnumeaidmmnmwlﬂte,
compared to unbme-qtmxﬁerofaﬂworkersﬂdesmhowmlshave
sllghﬁyluglmratesofemployerhpmvidededpQ\donbemﬁm,
ﬂmﬂtegenemlwoﬂdome.ﬂowever,aldesmnmmhmmsmdhome
healmcamaml&ukelythanoﬂlerworhemtohmemploya-pmﬂded
health insurance and much less likely to be covered by-a pension.
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Table 3: iIncome, Eamings, and Poverty Status of Nurse Aldes and Other Workers

- 'Nurss Aldes n
- : Nursing homes _ Home hesith care . Hospitals Service workers_All workers
Family income (p ) .-
Under $10,000 124 16.1 6.8 13.0 9.3
$10,000-19,999 23 216 16.7 - 19.7 133
$20,000-29,999 182 19.8 16.9 158 129
$30,000-39,000 14, 13.2 14.9 ) 12.7 1.7
$40,000-49,999 1.8 [-X: 116 10.1 10.0
$50,000 + ) 19, - 20, N2 285 42.8
Family income .
Mean - $33,.982 $33653  $43.832 $40,712 $56,020
Median 26,970 25,908 36,080 30,769 42,400
Mean $14.723 $13501  $17,834 $13.412 $22313
Median 13287 12,265 16,608 . 10,795 13,500
Individual eamings (full-time, fufl-year . . E
workers) -
Mean i $19.416 $19,216  $21,432 $19515 ~  $39,672
Median - - i 17,000 17,002 20,000 16,608 30,663
Poverty status (p ) - .

—_Balow poverty : 17.8 18.8 8.1 16. 10.5
100-149 “13.2 . 159 104 12.6 8.4
150-199 ° i 5.0 - 14 AAE:] 12.€ 8.8

. _Above 200° ) j 54.1 53.9 69.6 50.4 723
: - . 254 j 2.1 142 32 164
Employer coverage - 571 473 779 . 51.7 61.6
. __Medicaid pX 114 2.1 69 3.9
P = —
Percent d 252 212 513 213 4.4
Food stamps - _
Percent recelving 135 14.8 5.3 .. 9.3 55

Nots: All reported income and eamings have boen adjusted to constant 1999 doltars using the
Cansumer Price indax, U.8. city sverage, for sll urban consumers.

Source: GAO analysis of combined 1998, 1999, and 2000 Current Population Survey, Masch
Supplements.
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Mean hourly wage, 1999

L Nurse aide® Factory. worker” Fast food cook Housekeeper
New Jersey 3 9.85 . 11.17 - 6.83 7.88
.New Moxico - L . 735 9.57 6.09 6.69
Naw York . . 9.27 . 1026 6.69 : 9.71
North Carolina .77 10.45 o 6.38 7.08
North Dakota - 7.48 9.38 . 6.40 6.56
Ohio . ) 834 11.11 6.52 727
Oud 717 11.91 N 6.08 6.53
Oregon 8.58 10.44 - C_ 7123 7.68
P Y 8.82 10.82 . 6.34 7.66
Rhode Isiand . 951 . 8.78 6.84 8.28
_South Carolina . .. 7154 11.66 6.39 . .03
South Dakota .. 766 L 8.74 6.42 .60
- 7.7 . 10.18 -6.53 .79
foxas | . 8.63 9.19 624 . 6.40
Utah _'8.10 9.11 6.70 7.08
Vermont . . 8.30 : 1024 . 7.52 742
Virginia .. 167 101 . 6.26 7.05
Washi .. 859 1.1 6.74 . 7.87
.West Virginia : 6.83 8.6( 5.99 6.57
Wisconsin . . 8.66 . 10.56 - 6.59 : 737
Wyormning i 7.74 . 8.95 R 6.34 . 7.09
U.8. . 8.59 . 10.67 R 6.54 7.46
’ “Wage data for nufse aides represent the combined total of workers In threa OES occupational
mmmmmmm(z)mm-nhmmmmm
workers oondﬂ of the.occupational “team . 'who work as part
of a team having responsibiiity for assembiing en enfire product or component of a product. Team
mmmmmmdmm acoounting for just over 10
percent of all production uw‘opn.
wmummhmmammummm
Source: GAO analysis of Bureau of Labor 1999 O« data.
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Alde earnings as percentage of
State Mesn annua! eamings® Per caplta income stato per capita Income
South Dakota - 15823 25,045 - . 64
T 16,153 . . 25574 - 63
Toxas 17961 26,858 87
Utah 16,852 . 23,288 72
Vermont ~ 17.260 - 25,889 67
" Virginia 15,854 - 29,789 - 54
Vi gl 17877 - 380,392 9
West Virginia -~ 4,204 - 20,966 - 58
Wisco 8,02 27,390 - - 66
Wyoming 6,105 L 26,396 61
T US. 17,868 - 28,542 63
“Mean annual eamings are for a full-tme, fufl-year worker (2,080 hours) sarning the mean housty
- wage, Sixty-seven percent of all workers are empioyed full-time for the full year compared to 68
percant of hospital aldes, 60 porcent of aldes in nursing homes, and 53 percent of aides in home
health care. ) .
Source: GAO enalysis based on eamings data from Bureau of Labor Stafistics, 1999 Occupetional
Employment Statistics data snd per capita Income data trom the Bureau of Economic Analysis, U.S.
Department of Commerce.
Technical Notes on- Two primary sources of data were used to describe the demographic and
Analysis - ’ employment characteristics of nurse atdes—the Current Population

Survey (CPS) conducted by the Census Bureau for the Bureau of Lebor
Statistics (BLS) and the Occupational Empl nt Statistics (OES) survey

" conducted by BLS and State Employment Security Agencies.

The CPS is a monthly survey of app 1y 47,000 h holds and is
the source of official government statistics on employment and
unemployment. The monthly CPS contains basic demographic and labor
force data, while the March CPS survey contains additional data on work
experience, income, benefits, and migration. For our analysis, we used the
March CPS files. Although the overall sample size of the monthly CPSis
large, niurse aides represent a relatively small portion of the overall
workforce. In order to obtain a sample of aides large enough to support
our statistical analysis, we combined the 3 most recent years of data from
the March CPS in 1998, 1999, and 2000. We ended with a weighted sample
of 768 hospital aldes, 1,230 nursing home aides, and 1,073 home health
care aldes. -

Paraprofessional nursing aide workers may be classifled under several
occupational and industry categories in the CPS. We selected two
occupational categories: health aides, except nursing (occupational code
446) and nursing aides, orderties, and attendants (code 447). We cross- .
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Appendix II: Examples of Government and
Private Initiatives to Address Nurse A1de
Recruitment and Retention

Initiatives and research efforts to address nurse aide recruitment and
retention focus primarily on improved wages and benefits (table 6),
opportunities for additional training and career adv t (table 7),
and additional employee supports, lncluding improved work
environments, job skills, and social supports (table 8). Many initiatives are
also multifaceted, addressing two or more of these areas (table 9). While
states and providers have undertaken most initiatives and research efforts,
the federal government has recently begun to focus on the supply and
demand of this workforce. The Department of Health and Human Services,
through HRSA, HCFA, and ASPE, has undertaken research and planning
efforts focused on nurse aide issues (table 10). The tables describe
selected examples.of initiatives and research efforts, and are not meant to
be comprehensive.

Table 6: Wages and Benefits

State wage pass-throughs

Affected provider type

Nursing homes and home health care agencles

Description

States with wage pas&mmghsreqdmthalwmpoﬂbndam—(emm
reimbursement increase from a public funding source be used specifically to increase
wages and/or benefits for nurse aides. In some states, only facilities that apply may
parﬂdpatehhepassﬁrwghpmgmm.AsotSeptemberzooo 26 states have
& wage pass- or related to provide
ntal orbene

Funding source

vmmmwmwwmymwmmmmwm
and other sources

Start date -

Vades(msmabm Somsmeshavehadpass-hmghshphoemmeaﬂy
1980s to deal with

Evaluation findings

Dahcoﬂodedhmdﬂganmmbetween 1990 and 1998, ﬂnaldemmwwm
dmppodhwnﬂﬁpomnlmﬂﬁpemaﬁ,whld\mmuWesbapas-mwgh
that has been in place since 1980.Kansas’ alde tumover rate in tacifities participating In
the 1999 pass-through went from 120 parcent in 1998 to 116 percent in 1998,

There have been no evatuations short- or long-term effects of the wage pass-

examining
through strategy and differences in outcomes based on state varations in methodology.
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ﬂnw"',’ Prog-am'

Nursing homes .

The Program s a borative of 11 providers and is based on the idea
mmmmnamwsmndmmquamymmmmmwo
mmmmmwmmmmmmmwmmm
workers who amn most familiar with the needs of the residents. To Implement this
policy, the tacitles who compasae the Wellspring Program have created “care
mWMMM&MWWmme
‘other workers and develop, inplement, and evaluato facifity level care and structural
dnmesNurseaidesphyuptummrdahlhesemtdbduhmy

Additionatly, ciinical experts, o

4 nurse
teams, and the geriatric nurse tarty vlsl(e@hdﬁtytopmwda

assistance gnd support.

Funding source

Private

Start date

1994

’Evaluaﬂon findings

The!mtmnntothmnsdAgthems memmmcuum«maa!m
Fund, is ram, However, tumover rates
lus!desaau&melﬂadlmhavedmppodmlwpem(lm)bemme

of the Wel P a current rate of 23 percent (2001).

California g Initiative

Nursing homes, home health care ags hospita

The state of Cafifomia’s Caregiver Training Initiative (CTT) ks designed to develop and
Implement proposals to recruit, train, and retain caregivers, including nurse aides and
omeremyhvdmﬂhmmdemkenwﬂhﬁnﬂshanﬂnmbomﬁnlh
soopemdmylrm P such as

| growth in the regk Irithﬂvasnmmme
mwwmmummmmw.mtmmwmmm
AdmﬂWdhmthothmmeam mmmmmwm
money from CTI, applicants must develop with
Mmmmmmmwmmma
Jamlatng:del:’mi , 12 grants, ranging in size from $400,000 to just over $2.5 million,

'-Fundlng source

$25 million ($15 million from Worldorce Investment Act funds, and $10 miilion trom
State General Fund match doltars)

Start dato

2000

Evatuation findings

No has been tndate an is roquired . The
duath wll ddn mo' ; dewfmded
q beoﬂeuandmalrmhdammunamm
WMMW”“W
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Table 9: Multitaceted

C Home Care A i

P

Home health care i

Affected provider type -

Description

mﬁveHomeCareAssodates(cHCA)lsawomer-owned homehealtheem
provider in the Bronx, New York. it currently employs 550 minority women, and was
developed on the premise that home health care clients wolld receive higher quality
of care If home health earewod(srswsreoﬁemdtdgherqwkyjobs Over 75 percent
of womnen who work for CHCA were p
ngasalCHCAmmmngmeamashlghest.andmemwidefoﬂemuanged
be including heatth care'and a plan. CHCA p 4 woeks of

on-the-job continuing
are given the opportunity to become owners of the

Funding source

to staff.
company, and senlor staff are.also guaranteed a minimum of 30 hours per week.
Private .

Start dato

1985

Evaluation findings

No formal ion has been d. H CHCA reports that its annual
tumover of aldes is less than 25 percent, and within the {ast 2 years 82 percent of

aides remalned with CHCA at least 180 days. -

F Mount Saint Vincent

Aftectod provider type

Nursing home

Description

Providence Mount Saint Vincent (PMSV) Is a long-term care facllity in Seattle,
Washington that offers a range of services, Immdlnganurshgcemerandmn day
services. in 1991, PMSVmstrucmmdMlopvwldo‘residem rected care.” The
omanlzatbndem'eddemdlmdedcamasm by Includi
hoosing the dally and setvices the resident wishes to receive. Frontine

to PMSV, gavo!hem aiso ved
lnaeasesvdmeadnyearofssrvbe bomlsuiofmylngwimPMsV and a fufl

bensfit plan, including health care and a pension.

- Funding source

Private

Start date

1891

Evaluation findings

No formal has been d, H of the
changes, mvmpmbmrmmwmmm PMSV's
mnmermawas&pemem,hwesltwaswpemmh1mnwaa87

percent.
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Table 10: Federal R«

h and Data Collection Initiatives

Report to Cong! of the Min!murn Nurge Staffing Ratlos in

Nursing Homes, th ll-—Health Care Fln.nnclng Mmlnlstraﬂor_l, HHS

Affocted p type

Nursing homes

Description

Pmlldme&afﬁngnaﬂomudywﬂexammﬂmeostsmdbemﬁtsassochwdmth

establishment of staffing minimums and furthar explore the findings of Phase |.
Additionally, Phase Il will examine issues that affect the recruitment and retention of
nurse aides, Indw\gtumoverraxes amount of staff tralning, and management of staff
resources.

Funding source

Federal
Start date 2000, with an exp d comp date of late 2001
findl, No has been pioted.

Natlonal Study of Nursing Home Nurse Aldes and Home Health Workers—Health
Resources and Services Administration, HHS

Affected provider type

Nursing homes and home health care A

Description

The Health F and vices A ion recently began a national study of the
current and future supply of and demand for front-fine long-term care workers. The study
wmhemdemm!ysiso(o:dsﬂngdaiabasesammemdbnﬁemmwkam

A will be conducted
bytheCentertorHeamWoddomesmdlesmstazeUn!versltyofNewYonUnlvsrskyal
AlbanYanndoiP:chaanh and other health workforce centers around the country.
A repott is expected te 2001

Funding source

Federal

Start date 2000
Hon findi No has beern completed.
Frontline Workers in Long-Torm Care—Otfice of Disablilty, Aging, and Long-Term
Policy, Office of the Assistant Secretary for Planning and Evaiuation, HHS
Aff d p type All fong-term care workers
Deoscription This project is designed io heighten the of foderal, state, and local
about Issues related to the dovelopment of a quality long-term care
woridorce. The project will identity 4 and maodets for front-
umbngnnneamwkomandvdnsuggsupoucymdmmhaalwﬂesbpmea
quality paraprofessional long-term ASPE s ing with the Robert
WoodJofmsonFowmﬁon HCFA, HHSA.MnﬂnmmbnonAghg the Department of
Agency for | R h ana Quality, and the Depmrmmtdubot
are also Involved.
Funding source Federal and private
Start date 2000
findi! No has been compietod.
(290008)
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JAN 4

The.Honorable Paul S. Sarbanes
United States Senate
Washington, D.C. 20510

Dear Senator Sarbanes:

At the Joint Economic Committee meeting on December 8, you asked
about the record low for the alternative unemployment series
that includes marginally attached workers and persons who work
part time for economic reasons. This measure (U-6) was

9.0 percent (not seasonally adjusted) in November 2001. You
correctly noted that it was 6.3 percent in October 2000; this
was the record low for the series. I have enclosed a table
showing the complete historical series. I would point out that
this measure has only been obtained since 1994. In addition,
because the data are not seasonally adjusted, comparisons across
months do not account for intrayear variations which tend to
occur during the same period each year.

You also asked whether the unemployment rate lags the bottoming
out of economic downturns. Specifically, you wanted historical
information showing whether the unemployment rate was a lagging
indicator of an improving economy. We have looked at the
relationship between the unemployment rate and the official
National Bureau of Economic Research (NBER) peaks and troughs
going back to 1948. I have included a table that shows the
number of months that the unemployment rate has lagged or lead
the official dates. I would note that due to the variability in
the unemployment data, it can be difficult to determine the
exact month when the jobless rate reaches its peak or trough.

As you see in the enclosed table, the unemployment rate has
indeed lagged behind the official NBER troughs in the majority
of recessions since World War II. However, the length of lag
varies greatly. For example, the unemployment rate lagged the
July 1990 trough by 15 months but was only behind the July 1981
trough by 1 month. The unemployment rate was coincident with
the official trough of October 1949,
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The Honorable Paul S. Sarbanes--2

I hope that this information is helpful to you. Please let me
know if you have any additional questions.

Sincerely yours,

LOIS ORR
Acting Commissioner

Enclosure
DOL/BLS/OEUS/DLFS

MARTEL/k1j/ 12/26/01
Cc: Comm RF, Orr, Galvin, Rones, Hayghe, Martel, RF, DF



U-6 Series. not seasonallv adjusted, 1994-2001

Year Jan ] Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec  {Ann Avg|
1994 12.8 12.2] 11.9 10.9) 10.6 11.3 11.1 10.4 10.0 9.7 9.7 9.7 10.9
1995 11.1 10.5) 10.3 9.8 9.8 10.4 10.4 10.0) 9.7 9.3 9.6, 9.7, 10.1
1996 10.8 10.7] 10.3 9.7 9.5 10.0 10.0 9.3 9.0) 8.8 8.9 9.2 9.7
1997 10.4 10.0 9.6) 9.0) 8.5) 9.2 9.0 8.6 8.3 7.9 8.0) . 8.2 8.9
1998 9.3 8.9 8.9) 7.7 7.6 8.4 8.5 7.8 7.6) 7.3 7.2 7.3 8.0)
1999 8.5 8.2 7.9 7.4 7.1 7.9 7.7 7.2) 7.0) 6.7 6.8 6.9) 7.4
2000 7.8 7.6 7.4 6.7, 6.8 7.3 7.3 7.0 6.6 6.3 6.8) 6.7 7.0
2001 8.1 7.9 7.6 7.2 7.2 8.2) 8.1 8.1 8.3 8.7 9.0 9.3 8.2
U-6. Total unemployed, plus all marginally attached workers, plus total employed part time for economic reasons, as a percent of the

civilian labor force plus all marginally attached workers.

Source: Bureau of Labor Statistics

9%z
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Number of months that the unemployment rate lead (-) or lagged (+) the official National Bureau
of Economic Research (NBER) business cycle peaks and troughs

Number of months that Number of months that
NBER the unemployment rate NBER the unemployment rate
Peaks lead (-) or lagged (+) the Troughs lead (-) or lagged (+) the
official NBER peaks. |- official NBER troughs.
November 1948 ~ND October 1949 0
July 1953 -1 May 1954 4
August 1957 -5 Apnil 1958 3
April 1960 -2 February 1961 3
December 1969 -7 November 1970 9
November 1973 -1 March 1975 2
January 1980 -8 July 1980 ND
July 1981 ND November 1982 1
July 1990 -1 March 1991 * - 15
March 2001 -5

" Not determined due to variability in the data.




